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I. EXECUTIVE SUMMARY
 

The purpose of this study is to determine the housing
 

investment required to meet the needs of Botswana over the
 

next 20 years and to assess financing requirements and pos
sible barriers to meeting these needs.
 

Housing needs were assessed using the "Basic Needs"
 

approach. The methodology used is presented in detail in 

Guidelines for the Preparation of a Housing Needs Assessment.' 

The methodology projects housing needs based on population, 

macroeconomic factors (e.g., GDP growth rates) , income, and 

housing stock parameters. Based on a stated minimum housing 

standard, the minimum investment required to ensure all 
households are housed at this standard or better is estab

lished. For households which are not able to afford the full
 

value of this minimum standard shelter, the public sector
 

investment necessary to make the shelter affordable is com-

puted. Housing stock in the base year which does not meet the
 
minimum standards (due to lack )f sanitation or poor construc

tion) is assumed to be upgraded over time.
 

1. Robert R. Nathan Associates and the Urban Institute,
 
Guidelines for the Preparation of a Housing Needs Assessment,
 
Prepared for the Office of Housing and Urban Programs, U.S.
 
Agency for International Development, 1984.
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The country's financial sector is also examined. An
 

informal survey of the various financial institutions involved
 
in housing finance was conducted, and their likely future role
 
examined. The financial sector was further examined to
 
determine what segments of the population (by region and
 
income) are best served by the existing housing finance
 

structure. Finally, financial sector barriers which may
 
constrain the growth of the housing sector are discussed.
 

Botswana faces a difficult challenge to house its rapidly
 
growing population. Extremely rapid growth in the urban
 
areas, low household incomes, and projected population growth
 
rates in excess of 2 percent per annum exacerbate the needs
 
for new housing. However, several factors also point in
 
Botswana's favor in meeting this challenge. Botswana has an
 

extremely low population density, only about one million
 
people in a nation the size of France. Thus, there is an
 
abundance of land on which to expand. Also, Botswana's
 
national income has grown significantly since independence due
 
to its mineral wealth, resulting in a per capita income level
 

above many other African nations.
 

The results of this study indicate that Botswana can
 
afford a national housing program that provides a minimum
 
standard shelter for its citizens. Some problems have been
 
identified including financial barriers, the existing housing
 
subsidy structure, and the total cost required to meet pro
jected housing needs which is above current expenditures.
 

In summary, the major findings of this study are as
 

follows:
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1. Construction of 7,930 new housing units per year
 
will be required from 1984 to 1989. This is a higher estimate
 

than the 7,200 per year estimated by the Presidential Commis
sion on Housing in 1981.1 The rate of required new housing
 

construction would need to increasRfgradually to 16,390 units
 
per annum from 2000 to 2004. These are challenging goals
 

considering that the Self Help Housing Agency (SHHA) has built
 
only 17,020 units since 1973, and the Botswana Housing Corpo

ration (BHC) has built only 6,353 units since 1971.
 

2. To meet the above goals, housing investment as a
 

percent of GDP would rise from approximately 3.2 percent in
 
1984 to 5 percent in 1985, and then gradually decline to 4.3
 

percent by 2004. While this involves a large increase in
 
investment in the short run, it appears to be within Bots

wana's means to sustain these levels. It is difficult to
 

compare housing investment levels across countries, for
 

conditions in every country are unique. However, because of
 
Botswana'O high population growth, one would expect its
 

housing investment to be higher than many countries. The
 
investment levels indicated by this plan are high, but not the
 

highest in East Africa.
 

3. For this study, the urban region is defined as
 
Gaborone, Francistown, Selebi-Philwe, Lobatse, Orapa, and
 

Jwaneng. The primary pLoblem in the urban areas is the need
 
for massive amounts of new low-income, SHHA-type units. The
 
urban areas are expected to absorb over 2,700 new households
 

per year for the next five years. Eighty percent of these
 

households will be unable to afford the full construction cost
 

of a formal sector unit. Within this group, one quintile
 

1. Report of the Presidential Commission on Housing Policy
 
in Botswana, February 1981.
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cannot afford to upgrade their existing unit, one quintile can
 

just afford to upgrade their existing unit one quintile can
 
just afford to upgrade their existing unit, and two quintiles
 

can afford a minimum government sponsored self-help unit.
 

Minimum sanitation conditions are met for most existing urban
 

units, and the sanitation upgrades required can be completed
 

in 5 years at a rate of 1,200 upgrades per year.
 

4. The primary growth centers in Botswana are defined
 

as Serowe, Kanye, Mahalophye, Molepolole, Mochudi, and Maun.
 

The primary growth centers also face a rapid influx of new
 

households, averaging about 1,400 per year for the next 5
 

years. As in the urban areas, only the top income quintile
 

can afford a formal sector unit. Two quintiles can afford an
 

existing unit, and two quintiles can afford a government
 
self-help unit. There is also a significant portion of
 

substandard units not meeting minimum sanitation standards in
 
this area, requiring an average of 1,100 units per year to be
 

upgraded over the next 10 years.
 

5. The rural area is all of Botswana not included in
 
the urban area or primary growth centers. Ninety percent of
 

the existing stock in the rural area is virtually without any
 

form of sanitation. To provide these existing units with
 

minimum sanitation will require upgrading over 4,900 units per
 

year over 20 years. While population growth in the rural
 
areas is low, the need to provide the existing dwellings with
 

minimum sanitation, primarily through a program of upgrading
 

existing units, will require considerable investment over a
 
long period. Affordability patterns in the rural area are
 

similar to the primary growth center for the base year; the
 

top quintile can afford a formal sector unit, two quintiles
 
can afford a self-help unit, and two quintiles can afford to
 

upgrade an existing unit.
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6. It is possible that a large middle class in the
 

urban areas may not have adequate opportunities to purchase
 

housing. A Self-Help Housing Agency (SHHA) one-room unit with
 

a latrine is used in this study as the minimum standard
 

housing unit. A (Botswana Housing Corporation) BHC L39-type
 

house is used as the minimum formal sector unit, or the
 

minimum unit which can be built independently of government
 

programs or assistance. Cost recovery asset value for the
 
minimum SHHA unit in the urban areas is 1,940 pula while the
 

minimum BHC unit cost recovery asset value is 12,200 pula.
 

While the middle income group can expand SHHA units to meet
 

their needs, it may prove beneficial to present this group
 

with a new option, perhaps a lower cost BHC unit.
 

7. The current subsidy structure in the housing market
 

is inefficient and counterproductive. Sevecal forms of
 

subsidies are granted to high-income groups, the most signifi

cant of which is below cost rents. This has fundamentally
 

altered the value of housing units, with the end result being
 
non-market clearing prices as evidenced by large waiting
 

lists, and the production cf housing not correctly suited to
 
the existing income levels. Furthermore, it is difficult to
 

measure existing subsidy levels effectively due to many hidden
 

subsidies, including below market interest rates, noncollec

tion of rent, and cross-subsidization, both among government
 

agencies and among income groups.
 

8. The current staffing, training, and general resource
 

levels of the SHHA's are not capable of meeting the projected
 

demand for low income housing in the urban areas. A new look
 

1. A market clearing price is a price at which all sellers
 
can find a buyer, and all buyers can find a seller. If the
 
price is too low, as in this case, there are many more willing

buyers than sellers.
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at SHHA's organization is necessitated by the construction
 

levels projected in this study.
 

9. Non-payment on SHHA levies and material loans is
 
becoming serious. Probably due to lack of enforcement, plot
 

holders who can clearly afford the full service levy are not
 
paying. Many plot holders are subletting their plots for a
 
monthly rent greater than the service levy, and yet are still
 
in arrears. SHHA must develop a plan to collect arrearages
 

and enforce penalties for non-payment. The loss of funds from
 
arrearages limits financial capital for new developments
 

needed.
 

10. The current start/stop pattern of housing construc

tion is destructive. Staffing levels are built up in the
 
planning and construction sectors to meet a boom, only to be
 
idled, raising average housing costs during a production lull.
 
This start/stco production pattern also increases average
 
housing cost by overloading the construction sector in peak
 
times, resulting in large price increases. While much of this
 
pattern is due to water restrictions, the government should
 
work with the SHHA and BHC to attempt to construct a more
 
constant level of new housing units annually.
 

11. There are no shortages of liquid capital in Bots
wana. Indeed, there is a potentially dangerous level of
 

excess liquidity, due in part to the goveunment's continuing
 

conservative fiscal policy, and in part to the perceived
 
shortage of investment opportunities. There is nonetheless a
 
critical shortage of housing finance, especially for low and
 
medium income housing. This apparent paradox is caused by the
 
fact that most deposit holding institutions are quite properly
 
hesitant to commit short-term funds over the periods required
 
to amortize a housing mortgage. With the introduction of the
 
proper financing mechanisms, this problem can be overcome.
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12. There is a critical shortage of residential plots in 
most of the urban areas in Botswana. This shortage exists at 
all levelsi low - middle - and high-income housing. While 

the shortage has certainly been aggravated by the moratorium 

on water connections forced by the recent drought, it is 
nonetheless true that the institutional infrastructure cur
rently in place will not be adequate to develop and deliver
 

plots at the rate envisioned in the national housing construc-

Lion program outlined in this report. This situation demands
 

the government's efforts in land planning.
 

13. In the primary growth areas the major institutional
 

impediments to the development of housing finance are the lack
 
of government enforcement of plans for these villages and the
 
much discussed land tenure issues. 
 The land tenure issues are
 
being considered and may be resolved by pioposed changes in
 

the land tenure system, but financial institutions will
 
require some kind of assurance that the plot they are accept
ing as a mortgagable asset will have long-term value as a
 
residential plot before they can commit their funds to finance
 
construction on these plots. This kind of assurance can come
 
only from the enforcement of a plan that shows where roads,
 
industrial sites, etc. will be located in relation to 
the
 
proposed residential construction site. Current staffing
 

levels in the Department of Tnwn and Regional Planning (DTRP)
 

limit the enforcement of these plans.
 

14. Even if adequate housing finance were available, the
 

subsidized rental levels e-harged by BHC represent a signifi
cant deterrent to home ownership. It is less expensive to
 
rent a BHC unit than to buy one. This situation has converted
 
the nation's most competent home-builder into the nation's
 
largest landlord and represents a waste of scarce homebuilding
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talent. These artificially low rental levels which are used
 
to qualify households for BHC inits on the basis of their
 
income results in economically unrealistic housing aspirations
 

on the part of many households. It also affects BHC's sched
uling of the mix of housing levels, a mix that may be entirely
 

inappropriate in the absence of continued subsidies to 
rela

tively high-income households.
 

15. The combined impacts of the shortage of residential
 
plots, the presence of excess liquidity in the economy, and
 
the constraints placed on BHC's output by the low rental rates
 
it is allowed to charge are creating a dangerous sicuaticn.
 
The climate is ripe for a speculative boom in land and house
 
prices that could severely hamper urban growth.
 

16. Finincing land acquisition, surveying, and infra
structure development will be a growing problem as the cost of
 
zaw land increases, and the GOB must either increase its
 
commitment to these activities or find a way to increase the
 
participation of the private sector in this process. Dedi
cating more funds to infrastructure development would be a 
wise investment in the nation's future and at the same time a 
step toward reducing the potentially destabilizing excess
 
liquidity that currently characterizes Botswana's monetary
 
system. The issuance of floating rate long-term government
 
bonds to finance infrastructure development would provide 
a
 
much needed investment alternative for private investors,
 

thereby reducing speculative pressures. Long-term government
 
bonds would also introduce some capacity for monetary control
 
by the Bank of Botswana, which currently has no usable mechan

isms for controlling Botswana's money supply.
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17. Lack of recent and reliable data will continue to
 
hinder future planning efforts. The government should consid
er plans to fill in the data gaps so that future planning can
 
be done on a more informed basis. Areas where data are
 

particularly lacking are:
 

Income and income distribution data. Data
 
in the rural areas are about ten years old.
 
There is some more recent data in the urban
 
areas, but its reliability is uncertain. There
 
are virtually no statistics for income in the
 
primary growth centers. An income survey to be
 
commenced in 1985 will help alleviate this
 
problem.
 

Housing stock data. Due to town planning,
 
housing stock data in the urban areas are
 
fairly good and fairly recent. Housing stock
 
data in the rural areas is mostly dependent on
 
the 1981 Census.
 

Construction cost data. It is currently
 
very difficult to assess the cost to construct
 
a new SHHA unit. Accounting is kept on a cash
 
flow or to-date cost recovery basis. SHHA
 
needs to be more aware of the true marginal
 
cost of housing units, even if that full cost
 
is not applied to the tenant. It is not suffi
cient to simply divide SHHA development cost
 
for a new development by the number of units
 
provided. It is also necessary to add in the
 
value of any below market loans or grants from
 
other government agencies. Also, cross
subsidization within the town council budge
 
and from existing plot nolders paying the
 
service levy can create hidden subsidies. The
 
specifics of a marginal cost formula require
 
detailed knowledge of all SHHA programs and
 
funding, and is best left to SHHA personnel to
 
define.
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II. BASE CASE ESTIMATES OF HOUSING NEEDS
 

Framework for Study
 

The Botswana White Paper on Housing policy states two
 

main 	objectives:
 

"a) To encourage the building of new Urban housing
 
for all income levels at a pace which will
 
ensure that no citizen of an Urban area is
 
forced to reside in an unauthorized settlement.
 

b) 	 To begin improving the quality of housing in
 
Rural areas by offering Government assistance
 
in the form of additional village and regional

planning, and the introduction of a modified
 
version of the self help site and service
 
scheme Self Help Houiing Agency following a
 
study of that issue."
 

The White Paper correctly assesses many of the problems
 
of Botswana housing and proposes remedies. However, these
 
problems have not yet been corrected and each passing year
 
compounds the effects. 
The general thrust of the document is
 
clear: the long-term goal of Botswana is to "insure safe and
 
sanitary housing for everyone." To be E.pplied as policy, the
 
minimum standards of "safe" and "sanitary" must be defined,
 
and plans drawn to provide all households with this shelter.
 

1. National Policy on Housing. Government Paper No. 2 of
 
1981, April 1982.
 



The document singles out the rural sector as the area
 

traditionally left out in housing development. The possibil
ity of a modified site and service scheme is stated. This
 

study is the first step in a planning process to provide both
 
rural and urban households with a "safe and sanitary" dwel

ling. This is known as the "Basic Needs" approach to housing
 

planning.
 

To conduct the study, the country was divided into three 
broad regions -- urban, primary growth centers, and rural. 

The urban region consist of six major towns: Gaborone, 

Francistown, Selebi-Phikwe, Lobatse, Orapa, and Jwaneng. The
 

primary growth centers consists of Serowe, Kanye, Mahalaphye,
 

Molepolole, Mochudi, and Maun. The rest of the nation is
 

classified as rural.
 

Several factors support this regional classification.
 
First, it combines areas with similar housing needs, urban
 

employment is primarily nonagricultural, building materials
 
tend to be brick and tin as opposed to traditional materials,
 

growth rates are high, and density is high. The primary growth
 
centers are all rapidly growing villages. While the services
 

in these areas are not as extensive as in the urban towns,
 

they do provide services to surrounding areas, thus making
 

them less agriculturally dependent than the rural areas.
 

Housing in the primary growth centers is a mix between con

crete brick and traditional construction. The rural areas
 
have low growth, low density, and have a housing stock which
 

is almost entirely traditional.
 

Another factor in favor of this method of aggregation is
 
that the terminology is common in GOB. This regional classi
fication was first developed for the 1981 Census, and can be
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found in numerous government publications, including the
 
Presidential Commission Report on Housing. Because 
this
 
terminology has been commonly used, data are available at this
 

level of aggregation.
 

Projections of housing needs were made for 
5 and 20
 
years. The 5-year projections are applicable to short term
 
planning efforts and are shown in Appendix A. The 20-year
 
projections are intended for long-term planning and will be
 

examined in detail.
 

Population and Household Formation
 

Table 1 shows Department of Town and Regional Planning
 
(DTRP) population growth projections for major villages. It
 
is evident that there is a wide range of population growth
 
rates between regions. Since the growth rates are weighted by
 
size, Gaborone and Francistown are most heavily weighted in
 

the urban areas.
 

Population projections by area are shown in Table 2. A
 
long-term growth rate of approximately 3.4 percent is
1 as

sumed. Base year values for Gaborone, Selebi-Phikwe, and
 
Jwanang were taken from town plans through 1989. 
 Other urban
 
centers were projected from 1981 Census data using growth
 
rates assumed by the Presidential Commission on Housing.
 

Growth in these areas is expected to average 6.50 percent per
 
annum through 1989, a huge annual increase. As these cities
 
mature, the growth rate is expected to slow to 6 percent per
 
annum in 1990-1994, 5.5 percent in 1995-1999, and 5.0 percent
 

in 2000-2004.
 

1. The Central Statistics Office estimates population

growth rates of 3.43 percent through 1986, 3.41 percent for
 
1986-96, and 3.39 percent for 1996-2001.
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Table 1. Population Growth Rates for Urban Villages
 
and the Primary Growth Centers
 

% Growth % Growth
 
1981-86 1986-91
 

Urban
 

Gaborone 10.0 7.0
 
Francistown 5.0 5.0
 
Lobatse 5.0 5.0
 
Selebi-Philowe 3.3 3.3
 
Orapa 3.3 3.3
 
Jwaneng 10.0 10.0
 

Primary Growth Centers
 

Serowe 7.0 7.0
 
Mahalapye 7.0 7.0
 
Molepolole 5.0 5.0
 
Kanye 5.0 5.0
 
Mochudi 5.0 5,0
 
Maun 5.0 5.0
 

Source: Department of Town and Regional Planning,
 
MLGL.
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BOTSWANA BASE CASE
 
POPULATION AND HOUSEHOLD FORMATION
 

14. 

1984 1989 1994 1999 2004 

Urban Areas 

Population (1000s) 182. 93 250. 60 335.40 438.40 559. 60 
Annual Growth Rate 7. 0.00 6.50 6.00 5.50 5.00 
Average H,-,usehold Size 5.00 5.00 5.00 5.00 5.00 
To,tai Households (1000s) 36.59 50.12 67.08 87.68 111.92 
New Hcuseho,lds per Year 0.00 2.71 3.39 4.12 4.85 

Primary Growth Areas 

Pooulatinrl (1000s) 150.02 191.40 244.30 311.80 398.00 
Annual Growth Rate % 0.00 4.99 5.00 5.00 5.00 
Average H,-,usehold Size 6.00 6.00 6.00 6.00 6.00 
To:tal Households (000s) 25.00 31.90 40.72 51.97 66.33 
New Holuseho-lds oer Year 0.00 1.38 1.7E 2.25 2.87 

Rural Areas 

P,-oulation (1000s) 695.80 768.20 848.20 936.50 1033.90 
Annual Gr,-owth Rate % 0.00 2.00 2.0@ 2.00 2.00 
Average Ho,usehold Size 6.00 6.00 6.00 6.00 6.00 
To-tai Househ,_,lds (1000s) 115.97 128.03 14:.37 156.08 77.32 
New Households per Year 0.00 2.41 2.67 2.94 3. 25 

Court ry 

Population (1000s) 1028.75 1210.20 1427.90 1686.70 991.50 
Anrual Growth Rate 0.00 3.30 3.36 3.39 3.38 
Average Househ,-ld Size 5.79 5.76 5.73 5.70 5.63 
T,-otal Househ-lds_ (-000s) 177.56 210.05 249.16 295.73 350.57 
New Households per Year 0.00 6.50 7.S2 9.31 "0.S7 



15.
 

Growth rates for the primary growth centers are based on
 
the DTRP growth estimates. Growth is assumed to remain at 5
 

percent throughout the planning horizon.
 

The rural population growth rate is assumed to be a
 
constant 2 percent. This is slightly above the 1.14 percent
 

estimated in the housing commission report because MLGL now
 
feel- that 1 percent growth is an underestimate.
 

Household projections are computed by dividing the total
 

population by average household size. Household size is
 

estimated to be five in the urban areas, and six in primary
 

growth areas and rural areas. 1 The number of new households
 

per year is the first indication of the order of magnitude of
 
new housing units required. Because of its rapid growth, the
 

urban sector will receive most of the new households, ranging
 
from a projected 2,710 per year in 1984-1989 to 4,850 per year
 

in 1999-2004.
 

National and Household Incomes
 

National and household incomes are shown in Table 3. The
 
Botswana Central Statistics Office estimated 1981-82 GDP at
 

771 million pula. This projects to a current level in the
 

area of 900 million pula, which is the base case estimate.
 

GDP growth in Botswana has been very high since indepen

dence, largely because. of the development of mineral re

sources. Real GDP growth has ranged from 10 percent to 15
 
percent per annum. However, current forecasts for GDP growth
 

1. It is possible that household size will change over time
 
but there is not consensus as to what future household sizes
 
will be. Thus household size is assumed to be constant over
 
time in the base case.
 



Table 3 

BOTSWANA BASE CASE 
NATIONAL AND HOUSEHOLD INCOMES 16. 

1984 !989 1994 1999 2004 

Nat icnai Ir come (Corstar,t Units) 

GDP (Millions of units) 900.00 1105.56 1411.00 1800.84 2298.37 
GDP Ann. Growth Rate % 0.00 4.20 5.00 5.00 5.00 

RURAL GDP (illions) 
URBAN GDP (Millions) 

360.00 
540.00 

372. 1.3 
733.43 

393.25 
1017.76 

409.33 
1391.51 

420.37 
1878.00 

Urban Areas 

Mean Annual Disposable Ircome 
All Househo,lds (1000s) 2.60 2.58 2.67 2.80 2.96 

Arnual Gr'o-wth Rate cf 
Mean Hcusehcld inrmce % 0.00 -0. 17 0.73 0.90 1. 12 

Quintile Mean Incomes (1000s) 
1 0.19 0.19 0.20 0.21 0.22 
2 0.72 0.71 0.73 0.77 0.81 
3 t.36 1.35 1.40 1.47 1.55 
4 2.73 2.71 2.81 2.94 3.10 
5 8.00 7.93 8.22 8.60 9.09 

Primary Gro,wth Areas 

Mlear Ar ual Dismosabl e Inccrme 
All Households (1000m) 2.34 2.49 2.71 2.90 3.07 
Annual Grwth Rate of 
,Mear ;dousehcla income % 0.00 1 .26 1.69 1.39 1. 12 

Quintile Mean in:comes (1,000s) 
1 0.40 0.42 0.4S 0.49 0.52 
2 
3 

0.77 
1. 16 

0.82 
i.2-3 

0.89 
1.,34 

Z.96 
1. 44 

i.01 
t. 52 

4 1.83 1.94 . .--. 6 2.39 
5 7.55 2.03 3.73 9.36 9.89 

Rural Areas 

Mean Arr,ual Disnocsable income 
All Hcuseholds (1000s) 2.11 1.98 1.89 1.78 i.66 

Annual Grcwtn Rate of 
Mear -,S-ehcld -cme % 0.00 -1.31 -0.87 -1.17 -1.44 

Quintile Mear Incomes (1000s) 
I 0.36 0.34 0.32 0.30 0.28 
2 0.70 0.65 0.62 0.59 0.55 
3 1.04 0.38 0.94 0.88 0.82 
4 1.65 i.54. .47 1.39 1.29 
5 6.90 6.37 6.10 5.75 5.35 
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are considerably more pessimistic. The Ministry of Finance
 
and Development Planning anticipates a real growth rate of 4.2
 
percent per year for the next five years. This dramatic
 
reduction in GDP growth is due 
to no new mineral production
 

anticipated in the next few years, and stagnant agricultural
 
sector output (possibly even reductions in output) due to the
 
continuing drought conditions. A 4.2 percent GDP growth rate
 
was used for the next five years. A slightly higher 5 percent
 

real growth figure was used for long-term growth.
 

To estimate the rural share of GDP (including the primary
 
growth centers), the components of rural. income must be
 
examined. The Central Statistics Office (CSO) estimates that
 
in 1981 agricultural activities (including livestock, crops,
 
gathering, and hunting and fishing) comprised 40 percent of
 
rural area income. Agriculture currently represents approxi

mately 12 percent of GDP. The other 60 percent of rural
 

income includes salaried employment, trading, manufacturing,
 
rent, and services. The agricultural component of rural
 
income is declining over time. CSO estimates that agricultural
 
income has recently grown at a 6.5 percent annual rate, while
 

nonagricultural income growth has ranged 
from 10.0 to 12.7
 
percent depending on the component. Assumina that the agri
cultural component of rural incomes has declined to 30 
to 35
 
percent, and assuming agricultural activities are 12 percent
 
of GDP, rural income should be 34 to 40 percent of GDP. 1
 

Forty percent was used as the rural base year share of GDP.
 

Assuming a nominal rural growth rate of 7 percent and a urban
 
growth (primary mining, manufacturing, government, and ser

1. The CSO feels that rural GDP should be no larger than 20
 
percent of total GDP. While this is possible, this seems
 
inconsistent with the fact that 82 percent of the population

lives in rural areas, and there is only a 35 percent income
 
differential between urban and rural areas.
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vices) of 13 percent, rural GDP will fall to 34 percent of
 
total GDP in 1989 and to only 18 percent in 2004. Recurring
 
drought has caused relatively stagnant agricultural production
 
in relation to mining and services, Overgrazing will also
 
hinder efforts to raise agricultural production.
 

Applying these shares total GDP
to in each year, urban
 
and non-urban GDP is estimated. Projections of real urban and
 
rural GDP are used to project total urban and rural incomes,
 

respectively.
 

GDP is a good variable by which to estimate income growth
 
rates. By definition, GDP is composed of all earnings, rental
 
income, dividend payments, and transfer payments. In general,
 
an increase in production (GDP) should appear income to
as 


some household. GDP is used to project only the growth of
 
total income, however. To estimate household income, the base
 
year income estimate is multiplied by the total number of
 
households in the region in the base year to 
obtain an esti
mate of regional household income. Income is inflated into
 
future years based upon GDP growth rates, then distributed
 
back into household incomes by dividing by the total number of
 
households.
 

For 1981, base year rural household income has been
 
estimated by CSO as Pula 1723. 
 This was computed by inflating
 
the 1974 mean rural income of 10681 by 7.1 percent, the rate
 
of increase for rural income between 1974 1981.
and It was
 
computed by considering the components of rural income, and
 
the individual growth 
rates of the rural income components.
 
The 1981 average rural household income was inflated to 1984
 

1. Rural Income Distribution Survey, 1974.
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using 7 percent growth per annum. Thus, 1984 average house

hold income in the rural areas is estimated at pula 2,110.
 

Urban incomes were estimated by the CSO to be 32 percent
 
higher than rural incomes in 1981. This would make 1981 urban
 
household incomes pula 2128. Inflating the 1981 urban incomes
 
by 7 percent per year, the 1984 urban income estimate is pula
 

2606.
 

No data are available on mean income in the primary
 
growth areas. However, it makes intuitive and economic sense
 
that income in these areas would be above rural 
income but
 
below Urban income. The study assumes primary growth area
 
base year mean household income is midway between urban and
 
rural. Thus, base year primary growth area income is pula
 

2,355 based on the rural income distribution.
 

As Table 3 shows, a real GDP growth rate of 4 to 5
 
percent combined with a population growth rate of over 3
 
percent results in almost no growth in real household incomes,
 

Another factor reducing average household incomes is that
 
urban households tend to be smaller than rural households. As
 

the country urbanizes, this results in a declining national
 
average household size over time (see Table 1). Thus, there
 

are more households over time created out of a given popu
lation. More households dividing GDP (income) produces in
 
further household income. Alternative GDP growth patterns are
 

examined in Chapter III.
 

While these seem reasonable estimates, there is the
 
possibility that base year income has not been correctly
 
estimated. Because income is a crucial input, the impact of a
 
10 percent higher and 10 percent lower mean household income
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is assessed in Chapter III. As more accurate estimates on
 
income become available, planners can update these results.
 

Since these projections are used for long-term planning,
 
absolute accuracy is not necessary. The actual 1999 real GDP
 
growth rate, for example, may be well above 5 percent, but the
 
following year may be well below 5 percent. Based upon our
 
knowledge of 
the Botswana economy, we can make reasonable
 
long-term projections which are useful in long-term planning
 
efforts. Through alternative scenarios, shown in Chapter III,
 
we can also assess the impact of variance around our base case
 

scenario.
 

Existing Housing Stock
 

Existing housing stock was estimated by taking 1981 
Census stock data and inflating it by the household growth 
rate by region. Housing stock is classified into three 
categories, substandard and not upgradable, substandard and 
upgradable, and of acceptable standards. To classify base
 
year stock, sanitation was the primary criterion. A unit
 
without access to communal facilities, a flush toilet, or a
 
pit latrine was considered to be substandard in the base year.
 
Data were collected from the 1981 Census (see Table 4).
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Table 4. Housing Stock Condition
 
by Region
 

(Percent of total stock)
 

Primary growth
 
Urban centers Rural
 

Acceptable 73 37 10
 
Upgradable 25 
 61 90
 
Non-Upgradable 2 2 
 0
 

Total 100 
 100 100
 

The non-upgradable units in the urban and primary growth
 
areas are squatter settlements which are estimated to be less
 
expensive to rebuild than upgrade. 
The most serious squatter
 
problem is in Francistown, where almost 16 percent of all
 
housing units are squatter units. However, many of the urban
 

areas do not have a significant squatter problem.
 

Data indicate that the housing stock in the urban areas
 
is mostly of acceptable construction. The primary growth
 
centers and the rural areas have a significant portion of
 
units of substandard stock. These substandard units account
 

for 90 percent of the rural stock.
 

These standards as applied in the base year are truly
 
minimal. Any existing unit is classified as acceptable if it
 
has minimum sanitation. This method probably underestimates
 
some of the substandard stock which has access to sanitat.on
 

but is of very poor construction.
 

Table 5 shows dwelling units by construction standard.
 
Planned replacement of acceptable construction is based on a 2
 
percent annual decay rate due to the normal (i.e., 50 years)
 

http:sanitat.on


Table 5 

BOTSWANA BASE CASE 
HOUSING STOCK AND REPLACEMENT 22. 

1984 1989 1994 999 2004 

Urban Areas 

Dwellirg Units by Co.structo. Standard 

Aczercable Corstructicn 29.60 50.13 67.09 87.69 111.93 
(Annrual Planned Real. ) 0.00 0. 59 1.00 1.34 1.75 

Ncr-Upgradable Corstr'uct. 0.81 0.01 0.01 0.01 0.01 
(Annual Planned Real. ) 0.00 0. 16 0.00 0.00 0.00 

Jpgradable Ccstructicr 10. 14 3.94 3.94 3.94 3.1J4 
(Ianned ,n. Uocradirg) 0.00 I.24 0.00 0.00 0.00 

Total Dwellirng Units 40.55 54.08 71.04 91.64 115.ae8 
Total Overcrowded Uris 0.00 0.00 0.00 0.00 0.00 
Planred Arrnual Corstruction to 
Relieve Overcro,wdirg 0.00 0.00 0.00 0.00 0.00 

New Housen-Ids/Year 0.00 2.71 3.39 4. 12 4.85 
Constructicr New Jnits/Yr 0.00 3.46 4.39 5.46 6.60 
Total Constructior,/ Year 2.00 4.70 4.39 5.46 6.60 

Dr-imary Growth Areas 

Dwelling Units by Ccrstructicr Standard 

Acceptable Corsvruct ic, 13.2, 26.00 40.S4 51.89 66.26 
(Anual Plarrnen Real. ) 0.00 0.27 0.52 0.81 1.14 

Non-Upgradable C, nstruct. 0.72 0.40 0.07 0.07 0.07 
(Arrual Piarned Pe1. ) 0.00 0.07 0.07 0.00 '.00, 

Uog radabIe Corstructior 
Mliarret Annr. Uogc'admrg) 

21.90 
0.00 

6.40 
i.i 

i0.?o 
1 .10 

'0.?0 
0.00' 

10".7,71
0.0: 

Tota] Dweiirg Units 35.90 42.80 51. 1. .3SE 77.2,-
Total Overcr:wmad uir, ts 0.00 0.00 0. 00 0. 0?0 0. 60 
P larned Arr ua.l Co'rst ruct or W 
Relieve Overurowd ig 0.00 0.00 0.00 0.00 0.00 

New Households/Year 0.00 1.38 1.76 2.25 2.87 
Constructir New Units/Yr 0.00 1.7i 2.35 3.06 3.1 
T',tal Construct ion/Year 0.00 2. 8. 3.45 3.06 3.91 
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BOTSWANA BASE CASE
 
HOUSING STOCK AND REPLACEMENT (CONTINUED) 
 23.
 

Rural Areas
 

Dwelling Units by Corstructicr Standard 

Acceptable Cornstruction 17.34 
(Anrual Planned Repl.) 0.00 

Nor-Upgradable C,-,rstruct. 0.00 
(Annual Planned Repl.) 0.00 

Uogradable Co:,nstructi,-,r, 156.10 
(Planned Ann. Upg'ading) 0.00 

Total Dwelling Units 173.44 
Total Overcrowded Units 0.00 
Planned Arnual Construction t,-, 
Relieve Overcro-wding 0.00 

New Househ,-,lds/Year 0.00 
Constructio-nr New Units/Yr 0.00 
Total Construction/Year 0.00 

TOTAL COUNTRY 

New Construct ion/Year 0.00 
Total Construction/Year 0.00 

54.06 
0.35 
0. 00 
0.00 

131.45 
4.93 


185.51 
0.00 


0.00 
2.41 
2.76 
7.69 

7.93 
15.20 

92.04 
1.08 
0.00 
0.00 

106.80 
4.93 


198.84 
0.00 


0.00 
2.67 
3.75 
8.68 

10.49 
16.52 

131.41 172.29 
1.84 2.63 
0.00 0.00 
0.00 0.00 

82.15 57.50 
4.93 4.93
 

213.56 229.79 
0.00 0.0 

0.00 0.00 
2.94 3.25 
4.78 5.87 
9.71 10.80 

13.31 16.39 
18.24 21.32; 
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deterioration of housing. For units of substandard construc

tion in the base year, an upgrading plan of 5 years in the
 

urban areas, 10 years for the primary growth areas, and 20
 

years for the rural areas was applied. Various upgrading
 

periods were applied because of the status of existing govern

ment programs and the magnitude of a comprehensive upgrading
 

program. The urban areas have the institutions in place to
 
begin upgrading almost immediately. The mechanisms to provide
 

upgrading in the rural areas do not yet exist. Also the large
 

number of units to be upgraded requires a longer implementa

tion period in the rural areas.
 

Even though the mechanisms to begin upgrading exist in
 

the urban areas, policy formation and planning may delay
 

implementation past 1985, causing the completion of the Urban
 

upgrading to slip past fiscal year 1989-90. The plan assumes
 

almost immediate implementation, but potential start-up delays
 

should be considered.
 

In the rural areas, at the completion of the planned
 

upgrading project in 2004, 57,500 units will still be below
 

standard. This is because many rural households maintain two
 

or three shelters. A typical household may have a permanent
 

dwelling considered home, a lands house used for farming, and
 

a cattle post for herding. This plan requires that only the
 

residential structure meet minimum standards. In 2004, there
 

is an acceptable housing unit for each household in every
 

region. This is indicated by comparing total households
 

(Table 2) with total acceptable construction (Table 5) by
 

region. The number of households and number of dwellings of
 

acceptable construction are shown in Figure 1.
 



- - -

Figure 1.
 

Botswana: No. Households and
 
Acceptable Dwellings, 1984-2004
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Design Standards and Costs
 

The cost of dwelling units is shown in Table 6, Design
 
Standards and Cost. Costs are given by unit design standards.
 

A design level 1 cost is the cost to upgrade an existing unit
 
to minimum standards (sanitation upgrade). A design level 2
 

cost is the cost to build a new housing unit meeting minimum
 

design criteria (SHH unit). A designi level 3 unit is the cost
 
to purchase a formal sector unit (BHC L39 unit). The design
 

standards are assigned to these costs levels differ by region
 

and are shown in Table 7.
 

These costs represent full cost recovery asset values 

with no subsidy. The design standards and costs table pro

jects these costs into future years. All figures in this and 

other tables are shown in constant 1984 pula. A construction
 

cost escalation rate equal to the inflation rate was chosen
 

after discussions with a number of persons in the construction
 

sector. Construction costs vary much more widely than the
 
general inflation rate, but on the average appear to follow
 

the inflation rate closely. The impact of alternate construc
tion cost escalation rates is examined in Chapter III.
 

A value for land costs was included. Land must be
 

included in any cost estimates, especially in 20 year pro

jectioas, for land is a limited resource. Even in Botswana,
 
where land is abundant, land is becoming more scarce and more
 

valuable in and near major towns. As these towns grow, the
 

land will become even more valuable.
 

Almost all land in Botswana is owned either by tribes or
 

by the government. To conclude from this that land is free is
 

wrong, however. The land estimates include were derived from
 



Table 6 

BOTSWANA BASE CASE
 
DESIGN STANDARDS AND COSTS 


1984 


Average Irflatior Rate % 0.00 
Construct ion Cost Esc. % 0.00 

Urban Areas 

Price Mir, inLum Standard Fcrr al 
Sector Housing (Level 3) 12.20 

Design Co st New Housing Unit 
(Level 2) 1.94 


Design Cost Upgrade Existing Unit 
(Level 1) 0.62 


Value cf an Upgradable Unit 
(Add. to upgrade cost) 0.30 

Primary Growth Areas 

Price Minirmurm Staridard F'rmal 
Sector Housing (Level 3) 12. 10 

Design Cost New Housirg Unit 
(Level 2) 1.67 


Design Cost Upgrade Existing Unit 
(Level 1) 0..3 

Value of an Upgradable Unit 
(Add. to uograde ccst) 0.20 

Rural Areas 

Price Minimum Standard Formal 
Secto,r Housing (Level 3) 12.05 

Design Cost New Housing Unit 
(Level 2) 1.42 

Design Cost Upgrade Existing Unit 
Level 1) 0.33 

Value of an Uogradabie Unit 
(Add. to uograde c,-ost) .0. 10 

1989 


12.00 

12.00 

12.20 

1.94 


0.62 


0.30 

12. 10 

1.67 


0.33 

0.20 

12.05 

1.42 

0.33 


0. 10 

27. 

1994 1999 2004 

12.00 
12.00 

12.00 
12.00 

12.00 
12.00 

12.20 

1.94 

0.62 

0.30 

12.20 

1.94 

0.62 

0.30 

12.20 

1.94 

0.62 

0.30 

12. 10 

1.67 

0.33 

0.20 

12. 10 

1.67 

0.33 

0.20 

12.10 

1.67 

0.33 

0.20 

12.05 

1. 42 

0.33 

0. 10 

12.05 

1.42 

0.33 

0. 10 

12.05 

1.42 

0.33 

0. 10 
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Table 7. Botswana Housing Needs Housing Cost Analysis
 

(Cost in 1984 Pula)
 

I. URBAN
 

A. Design Level 1 - Upgrade
 

Provide sanitation to existing unit - REC2 Latrine
 

500 Foundation, Lining, Slabwork
 
125 Structure
 

625 Total Cost
 

B. Design Level 2 - New Unit
 

SHHA Type Unit
 
8 M Sq., One Room House
 
Brick Construction with Corrugated Tin Roof
 
REC2 Latrine
 
Water Access
 
Building to Grade II Regulations
 

340 One Room House, 8 M Sq.
 
500 REC2 Latrine
 
900 SHHA Overhead and Infrastructure
 
200 Land Cost
 

1,940 Total
 

C. Design Level 3 - Formal Sector Unit
 

BHC L39 Type Unit
 
39 M Sq., Four Room House
 
Indoor Plumbing and Flush Toilet
 

7,500 Building Cost
 
4,500 BHC Overhead and Infrastructure
 

200 Land Cost
 

12,220 Total
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Table 7 (Cont.)
 

II. PRIMARY GROWTH CENTERS
 

A. Design Level 1 - Upgrade
 

Provide sanitation to existing unit - Single Pit
 
Latrine
 

200 Foundation, Lining, Slabwork
 
125 Structure
 

325 Total Cost
 

B. Design Level 2 - New Unit
 

SHHA Type Unit
 
8 M Sq., One Room House
 
Brick Construction with Corrugated Tin Roof
 
Single Pit Latrine
 
Water Access
 
Building to Grade II Regulations
 

340 One Room House
 
325 Single Pit Latrine
 
900 SHHA Overhead and Infrastructure
 
100 Land Cost
 

1,665 Total
 

C. Design Level 3 - Formal Sector Unit
 

BHC L39 Type Unit
 
39 M Sq., Four Room House
 
Indoor Plumbing and Flush Toilet
 

7,500 Building Cost
 
4,500 BHC Overhead and Infrastructure
 

100 Land Cost
 

12,100 Total
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Table 7 Cont.
 

III. RURAL
 

A. Design Level 1 - Upgrade 

Provide sanitation to existing unit. 
Latrine 

Single Pit 

200 Foundation, Lining, Slabwork 
125 Structure 

325 Total Cost 

B. Design Level 2 - New Unit 

SHHA Type or Modified SHHA 
Single Pit Latrine 
Water Access 

340 One Room House 
325 Single Pit Latrine 
700 Overhead and Infrastructure 
50 Land Cost 

1,415 Total 

C. Design Level 3 - Formal Sector Unit 

BHC L39 Type Unit 
39 M Sq., Four Room House 
Indoor Plumbing and Flush Toilet 

7,500 Building Cost 
4,500 BHC Overhead and Infrastructure
 

50 Land Cost
 

12,050 Total
 



31.
 

recent government purchases of private land in the urban
 

areas. This estimate was reduced by 50 percent for the
 
primary growth areas and by 75 percent for the rural areas.
 
Even in rural villages, there are choice areas for residential 

plots, and at least a rough land cost estimate should be 

included. 

Affordable Capital Costs
 

Affordable capital costs are shown in the Tables 8, 9,
 
and 10 for the urban, primary growth centers, and rural areas
 
respectively. An 11 percent interest rate was used for
 
housing loans. After an analysis of the financial sector,
 
including discussions with officers of several finance insti

tutions, it was determined that this rate best expresses the
 
cost of capital in Botswana. A loan term of 20 years was
 

applied in all three regions. While the BHC gives terms of 25
 
years, most SHHA loans are for 20 years. Since the majority
 
of housing demand will be for low--cost housing, the 20 year
 

loan term was used.
 

In all areas, 25 percent of income was assumed to be
 
available for housing in the bottom two quintiles, 27.5
 
percent in the third quintile, and 30 percent in the top two
 
quintiles. This reflects the ability of the higher income
 

groups to direct more income away from food and clothing. Of
 
the income allocated for housing expenditures, 20 percent is
 

assumed taken from recurring expenditures such as water,
 
electricity, refuse collection, and maintenance. This is
 
based upon experience with SHHA developments. The remainder
 
of their income available for housing is directly available
 

for mortgage services. Tables 8 through 10 show mean quintile
 

income by region, then estimate, given the parameters discus



Table 8 

BOTSWANA BASE CASE 
AFFORDABLE CAPITAL COSTS 32. 

Urban Areas 

Interest Rate (%) 
Loaf, T-m (Years) 
Dowr,;ayrment Requireo K) 

11.00 
20.00 
0.00 

1984 i989 1994 1999 2004 

Thousands of Currency Units 

Quintile 1 

Mean Annual Incomie 
% Pvailable for Housing 
% Needed for Recarr. Exo. 
Monthly Income for Mortg. 
Affordable Dwelling Cost 

0. 19 
25.00 
20.00 
0.00 
0.31 

0. 9 

0.00 
0. 31 

0.20 

0.00 
0.32 

0.21 

0.00 
0.34 

0.22 

0.00 
0.36 

Quintile 2 

Mean Annual Income 
% Available fcr Ho,using 
% Needed for Recurr. Exo. 
Mthl y inco-me for Mortg. 
Af,:rdabie Dwelling Cost 

Qur,tie 3 

0.72 
25.00 
20.00 
0.01 
1.15 

0.71 

0.01 
1.14 

0.73 

0.01 
1.19 

0.77 

0. 0i 
1.24 

0. 81 

0. 2i! 
1.31 

Mean Arnual income 
% Available Oor Housinrg 
% Needed for Recurr. Vo. 
Mocnthly Ircome for M1ort, . 
Affordable Dwelling Cost 

1.36 
27.50 
20.00 
0.03 
2. 42 

1.35 

0.02 
2. 40 

1.40 

0.03 
2.49 

1.47 

0.03 
2.61 

1.55 

0.03 
2.76 

,uint ile 4 

Mean Annuai Incorme 
% Available for Hcusin 
% Needed for Recurr. xo. 
Mont hl y I ncome for Mortg. 
Affordable Dwelii rn Cost 

2.73 
30.00 
20.00 
0.05 
5.29 

2.71 

0.05 
5.24 

2. 81 

0.06 
5.44 

2. 94 

0.06 
5.69 

3. 10 

0.06 
6.01 

Quintile 5 

Mean Anrnual Income 
% Availabie for Housing 
% Needed fo,r Recurr. Exp. 
Montnly Inc:,me for Mortg. 
Affordable Dwelling Cost 

8.00 
30.00 
20. 00 

0. 16 
15.49 

7.93 

0. 16 
15.36 

8.22 

0. 16 
15.92 

8.60 

0. 17 
16.66 

9.09 

0. 18 
17.61 
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BOTSWANA BASE CASE 
AFFORDABLE CAPITAL COSTS 

33. 

Primary Growth Areas 

Interest Rate (%) 
Loar Term (Years)
Dcwr, ayrmert Reauired K%) 

ii.00 
20.00 
0.00 

1984 i989 1994 1999 2004 

Thousands cf Currency Units 

Quirntile ! 

Mean Annual Income 
% Avaiiable for Housing 
% Needed for Recurr. Exp. 
Morthly Income for Mortg. 
Affordable Dwellirg Ccost 

0.40 

25.00 
20.00 
0.01 
0.64 

0.-42 

0.01 
0.68 

0.46 

0.01 
0.74 

0.49 

0.01 
0.80 

0.52 

0.01 
0.84 

Quintile 2 

Mean Annual Income 
% Availanle for H:using 
% Needed fcr Recurr. ExD. 
Monthly income for Mortg. 
Affordable Dwellin_ Cost 

0.77 
25.00 
20.00 
0.01 
-.25-. 

0.82 

0.01 
33 

0.89 

0.01 
1.44 

0.96 

0.02 
1.55 

1.01 

0.02 
1.63 

Quintile 3 

Mean Annual I ncome 
% Available for Housino 
% Needed for Recurr. Exo. 
Monthly inc:,me for Mortg. 
Affordable Dwelling Cosz 

. 16 
27.50 
20.00 
0.02 
2.06 

1.23 

0.02 
2. 9 

1.34 

0.02 
2.38 

:.44 

0.03 
2.55 

1.52 

0.03 
2.70 

Quintile 4 

Mean Annual inco:,me 
% Availabie for Housing 
% Needed for Recurr. Exp. 
Monthly income F:or lortq. 
'ffordable Dwellin Cost 

i.83 
30.00 
20.00 
0.04 
3.54 

1.94 

0.04 
3.7S 

1. i1 

0. 04 
4.09 

2.26 

0.05 
4.38 

2.39 

0.05 
4.64 

Ouintile 5 

Mean Annual Income 
% Available for Housing 
% Needed for Recurr. Exo. 
Monthly Incormie for Morto. 
Affordable Dwelling Cost 

7.55 
30.00 
20.00 
0. 15 
14.62 

8.03 

0. 16 
15.57 

8.73 

0. 17 
16.92 

9.36 

0. 19 
18.13 

9.89 

0.20 
19.17 



Table 10
 

BOTSWANA BASE CASE
 
AFFORDABLE CAPITAL COSTS 


Rural Areas 

Interest Rate (%) 

Loan Term (Years) 

Dc,wnpayment Required (%) 


Th:usands of Currency Un its 

Quintile 1 

Mean Annual Income 
% Available for Hcusing 
% Needed for Recurr. Exo. 

M,-,nthly Income for Mortg. 
Affordable Dwelling Cost 

Quinti-e 2 

Mean Annual inc,-mnle 
% Available for H,-,using 
% Needed for Recurr. Exp. 
Monthly income for Mortg. 
Affordable Dwelling Cost 

Quintile 3 

Mean Arrual incore 
% Available for Ho:using 
% Needed for Recurr. Exp. 
Monthly income for Mortg. 
AffordaDle Dwellino Cost 

Quintile 4 

Mean Arnual Inc:me 
% Available for Housing 
% Needed for Recurr. Exp. 
M,-,rthly income for Mortg. 
Affo,rdable Dwellirg Cost 

Quintile 5 

Mean Annual Income 
% Available for Housing 
% Needed fi-,r Recurr. Exp. 
Monthly Income fcor MIortg. 
Affordable Dwelling Cost 

Ki.00 
2,0.00 
0.00 

1984 


0.36 

25.00 
20.00
 

2.Oi 
0.58 

0.70 


25.00 
20'.00 

0.01 
1.12 

1.04 
27.50 
20.00 
0.02 
1.86 

1.65 
30.00
 
20.00 
0.03 
3. 19 

6.80 

30.00
 
20.00 

0. 14 
13.19 

1989 


0.34 


0.01 
,0.54 

0.65 


0.01 
1.05 

0.98 

0.02 
1.74 

1.54 

0.03 
2.99 

6.37 


0. 13 
12.34 

1994 


0.32 


0.01 
0.52 

0.62 


L..01 
1.01 

0.94 

0.02 
1.66 

1.47 

0.03 
2.86 

6. 10 


0. 12 
11.81 

34.
 

1999 2004 

0.30 0.28 

0.01 0.00 
0.49 0.46 

0.59 0. 55 

0.01 0.01 
0.95 0.88 

0.88 0.82 

0.02 0. :02 
1.57 1.46 

1.39 1.29 

0.03 0. i213 
2.69 2.51 

5.75 5.35 

0. 11 0. 11 
11.14 10.36 
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sed, the maximum asset value of housing which each quintile
 

group can afford.
 

It is not necessary that a household actually negotiate a
 
mortgage and purchase a house. Rent payments can be thought
 
of as payments amortizing capital costs over 20 years. In the
 
urban areas, affordable asset values range from a few hundred
 
pula in the poorest quintile, to over 15,000 pula in the
 
richest quintile. These affordable asset values change over
 
time following changes in household income. Table 11 
summar
izes affordable costs by quintile for each region. Figure 2
 
presents affordable asset values by region for 1989.
 

Design Level Classification
 

Affordable costs can now be compared to actual construc
tion costs. This will indicate what level of housing each
 
quintile can afford in each region. Tables 12 through 14
 
examine the type of construction affordable by each quintile,
 
for urban, primary growth centers, and rural, respectively.
 

An upgrade is the provision of sanitation, a new minimum
 
standard unit is a SHHA plot, and a formal sector unit is BHC
 
L39 unit. If a quintile cannot afford even the cost of an
 
upgrade, it is estimated at affordable level 0. If a quintile
 
can afford the cost of an upgrade (design cost 1) but not a
 
new minimum standard unit, it is estimated at affordable level
 
1. If the quintile can afford a minimum standard unit (design
 
cost 2) buL not a formal sector unit, it is estima:ed at
 
affordable level 2. If the quintile can afford the full cost
 
of a formal sector unit (design cost 3), it is estimated to be
 

affordable level 3.
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1984 1989 1994 1999 2004 

(Thousands of Currency Units) 

Urban Areas 

Affordable Costs by Quirtile 

! 0.31 0.31 0.32 0.34 0.36 
2 1.15 1.14 1.1.9 1.24 !.31 
3 
4 

2.42 
5.29 

2.40 
5.24 

2.49 
5.44 

2.61 
5.69 

2.76 
6.01 

5 -5.49 15.36 15.92 16.66 17.61 

Primary Gro:wth Area-

Affordable Costs by Quintile 

1 0.64 0.68 0.74 0.80 0. 84 
2 1.25 1.33 :.44 1.55 i.63 

2.06 2.13 2.38 2' 70 
4 3.54 3.76 4.09 4.38 L.64 
5 14.62 15.57 16.92 16. 11 i9. 17 

Rural Areas 

Afforcable Co,sts by Quintile 

1 0.58 0.54 0.-- 0.49 0.46 
2 !. 2 1.O5 1.01 0.95 0.88 
3 
4 

!.96 
3. 19 

:.74 
2. 99 

t.66 
2.. 6 

1. 57 
".69 

. 6 
a.51 

5 13.19 12.34 I1.8l 11. 1'A 10.26 
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1984 1989 1994 1999 2004
 

Urban Areas 

Quintiie 1 
Affordable Costs 0.31 0.31 0.32 0.34 0.36 
Affordable Level 0.00 0.00 0.00 0.00 0.00 
Desigrn Cost 0.00 0.00 0.00 0.00 0.00 

Affordable Costs 1.15 1.14 i.19 1.24 1.31 
Affordable Level i..00 .00 1.00 1.00 
Desigrn Cost 0.62 0.62 0.62 0.62 0.62 

Quirt i le 3 
Affordable C,-sts 2.42 2.40 2.49 2.61 2.76 
Affordabie Level 2. 00 2. 00 2.00 2.00 2. 00 
Desigr Cc:t 1.94 1.94 1.94 1.94 1.94 

Quirntile 4 
!'fordable Costs 5.29 5. 24 5.44 5.69 6.01 
Affordabie Level 2.00 -. 00 2.00 2.00 2.00 
Design Cost t.94 1.94 1.94 1.94 1.94 

-hui ntiie E 
A,:fcrdable Costs 5.49 15.33 15.92 16.66 17.61 
Pffrdable Level 3.00 3.00 3.00 3.00 3.00 
Design Cost 12.20 :2.20 12.20 12.20 12.20 
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Primary Growth Areas 
Quint i les 

Quintile 1 
Affo-rdabie Cost 0.64 0.68 0.74 0.80 0.84 
Affordable Level 
Design Cost 

1.00 
0.33 

1.00 
0.33 

1.00 
0.33 

1.00 
0.33 

1.00 
0.33 

Quintile 2 

Affo-rdable Co-st 
Affc 'rdable Level 

1.25 
1.00 

1.33 
1.00 

1.44 
1.00 

1.55 
1.00 

1.63 
1.00 

Desigr Cost 0.33 0.33 0.33 0.33 0.33 

Quirtile 3 
Affordable Cost 2.06 2. 9 2. 38 2.55 2. 70 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Desigrn Cost 1.67 1.67 1.67 1.67 1.67 

Quintile 4 
Affordale Cost 
Affordable Level 
De.si Cost 

3.54 
2.00 
1.67 

3. 76 
2.00 
1.67 

4.09 
2.00 
1.67 

4.38 
2.00 
1.67 

4.64 
2.00 
1.67 

uintile 5 
Affordable Cost 14.62 15.57 16.92 18.13 19.17 
qff,:rdable Level 
Desiot Cost 

3.00 
i2. 10 

3.00 
12. 10 

3.00 
12. 10 

3.00 
12. 10 

3.00 
12. 10 
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Rural Areas 
Quir tiles 

Quirtile 1 
Affo-,rdable Costs 0.58 0.54 0.52 0.49 0.46 
Affordable Level 1.00 1.00 i.00 1.00 1.00 
Des igr Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 2 
Aff:rdable Costs 1. 12 1.05 1.01 0.95 0.88 
Affordahle Level 1.00 1.00 1.00 1.00 -. 0 
Desigr Cost 0.33 0.33 0.33 0.33 0.33 

Quirtiie 3 
Affordable Costs i.86 1.74 1.66 1.57 1.46 
Affordable Level 2.00 2.00 2.00 2.00 2. 00 
Design Cost 1.42 1.42 1.42 1.42 1.42 

Q uintiIe 4 
;ffordable Costs 3. 19 2.99 2.86 2.69 2.5i 
Affordable Level 2.00 -.00 2.00 2.00 2.00 
Design,Cost 1.42 1.42 1.42 1.42 1.4, 

Guintile 5 
Afforaable Costs 13.19 12.34 11.81 11.14 10.36 
Affordae Level 3.00 3.00 2.00 2.00 2.0O 
Desigr Cost 12.05 12.05 1.42 1.42 1.42 
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This system becomes clear when we examine the urban area.
 
We find that in 1989, the bottom quintile cannot afford to
 
upgrade a substandard unit. Quintile 2 can only afford the
 
cost of an upgrade. Quintiles 3 and 4 can afford a minimum
 
SHHA plot, while the top quintile can afford a BHC unit. This
 
pattern is not projected to change in the 20-year horizon.
 

In the primary growth areas in 1989, the bottom two
 
quintiles can only afford an upgrade. The third and 
fourth
 
quintiles can afford a minimum SHHA unit. The top quintile
 
can afford a BHC unit. The same affordability pattern is seen
 
in the rural areas. However, due to decreasing real income in
 
the rural areas, affordability drops from design level 3 to
 

design level 2 in 1994.
 

Target Group Identification
 

At this point, it becomes useful to separate income
 
groups requiring government assistance in acquiring housing,
 
and those groups which do not need assistance. Households who
 
can afford the full cost of a BHC unit are believed to be able
 
to handle all housing needs without assistance. This group is
 
called the non-target group. All other households are in the
 
Target Group. These households will require either a govern

ment program and/or subsidy to meet their housing needs.
 

Target group identification is shown in Table 15. In
 
1989, 660 households in the urban area are in the non-target
 

group. In the primary growth centers and rural areas, 330 and
 
550 households, respectively, are estimated to be in the non
target group in 1989. 
 These non-target households are compu
ted by taking one-fifth (one quintile is estimated affordable
 
level 3) of new households in each region plus one-fifth of
 



Table 15 

BOTSWANA BASE CASE 
TARGET GROUP IDENTIFICATION 42. 

1984 1989 1994 1999 2004 

Tho,usards of Househ,-lds 

Urban Areas 

Affo-rdable Level 0 0.00 1.01 0.88 1.09 1.32 
Affordable Level 1 0.00 1.01 0.88 1.09 1.32 
Affordanle Level 2 0.00 2.02 1.76 2.18 2.64 
Subtotal, -arIet Gro:up 0.00 4.04 3.52 4.37 5.28 

Affordable Level 3 0.00 0.66 0.88 1.09 1.32 

Tctal 0.00 4.70 4.39 5.46 6.60 

Priimary Gro-wth Areas 

Aff:,rdable Level 0 
Aff:orntale Level : 

0.00 
0.,00 

0.00 
1.24 

0.00 
*.50 

0.00 
1.23 

0.00 
'.56 

:,:,'dable Level 2 0.00 1.24 :.50 t.23 1.56 
Subto,tal, TarCet Grup 0.00 2.48 2.99 2.45 3.1. 

WF:rdable _evel 3 0.0: 0. 33 0.46 0.61 0.78 

Total 0.00 2. a 3.45 3.06 3.91 

Rlur-al Areas 

Iff-rdaole Level 00.00 0.00 0. 00 0.00 0.00 
Afforqacle Level i 1.00 3.57 3.47 3.89 4.32 
M9f*,,rdan;e Level 2 0.00 3.57 5.2t 5.83 6.4S% 
Suotota, Target Group 0.00 7.14 8.68 9.7i ":.ao 

,roraale Level 3 0.00 0.55 0.00 0.00 0.00 

Total. 0.00 7.69 8.68 9.71 i0.a0 
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households requiring replacement for aged stock. In the urban
 

area this calculation becomes:
 

Urban households 2,710 

One quintile x .2 

542 

Replacement units 590
 

One quintile x .2
 

118
 

New non-target households 542
 

Replacement non--target
 
households 
 + 118
 

Total urban non-target
 
households 
 660
 

Eighty-nine percent of all households requiring either a new
 
unit or an upgrade are estimated to be in the target group.
 

Target Group Investment and Subsidy Requirements
 

Capital costs of providing housing to the target group
 
are analyzed in Table 16. Households are divided into those
 
requiring subsidy and those not requiring subsidy. In many
 
cases, the quintile incomes are more than sufficient to cover
 
SHHA costs but are not enough to cover BHC costs. These
 
households are assumed to purchase a SHHA unit, but to spend
 
up to their full level of affordability. There are over
 
10,000 such households in 1989 countrywide. This includes all
 
new design level 2 households able to afford the full cost of
 
a SHHA unit, as well as all design level 1 households able to
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TARGET GROUP INVESTMENT AND SUBSIDY REQUIREMENTS 44.
 

1984 1989 1994 1999 2004 

Ccount ry 

Target Households (1000s) 
Not Requiring Subsidy 0.00 10.15 10.98 11.21 12.66 
Requiring Subsioy 0.00 3.50 4.20 5.32 6.56 
Total 0.00 13.66 15.19 16.53 19.22 

Target Grouo Ccst (Milli,-ons) 
Subsidy P,_-rti,-,r 0.00 3.02 3.60 4.45 5.34 
Supported by Target Gro,up 0.00 10.59 13.66 16.50 20.06 
Total 0.00 13.61 17.26 20.95 25.40 

Urban Areas 

Target Households (1000s) 

Not Requirirg Subsidv 0.00 2.33 1.76 2.18 2.64 
Requirirg Subsidy 0.00 1.71 1.76 2.18 2.64 
Tot al 0.00 4.04 3.52 4.37 5.28 

Target Group C-st (Millins) 
Subsidv -rti-n 0.00 1.88 2.08 2.51 2.92 
Supo,,rted by Target Group 0.00 4. 3 4. 74 5.96 7..33 

,ta*. 0.00 6.20 6. 82 8.48 10.25 

Primary Gro;wth Areas 

Targset HOUSeho-l-S (1,000S) 

,Not Reaui-irg Sobhid 0.00 1.79 2.05 1.23 1.56 
Requrig.Submp, 0.00 0.69 0.95 1.23 .56 
Tnt. 0.00 2.48 2.99 2.45 3.13 

Target Gr,-,uo Co-st (Millions) 
Ssidy Trz ion 0.00 0.46 0.54 0.61 0.67 
Supported by Target Group 0.00 S.21 2.97 3.47 4.54 
Total 0.00 2.66 3.51 4.08 5.21 

Rurai Areas 

Tar et c-usen,-ids (1000s) 
No,.-tRequirirg Subsidy 0.00 6.03 7.18 7.80 8.45 
Requiri .2.ncubsidv 0.00 1.10 1.50 1.91 2.35 

,':ita. 0.00 7.14 3.68 9.71 10.80 

Target Group Cost (Milliors) 
Subsidy Portion 
Supported by Target Group 

0.00 
0.00 

0.68 
4.07 

0.98 
5.95 

1.33 
7.07 

1. 7cj 
8. 1.9 

,0tal 0.00 4.75 6.93 8.40 9.94 
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afford the full cost of an upgrade. The number of households
 

requiring subsidy are composed of all affordable level zero
 
households, plus affordable level one households which are
 

receiving a design level two unit. Thus the equation is:
 

Subsidy households = Affordable Level Zero Households +
 

Affordable Level One Households - (Affordable Level One
 

Households/Total Target Households * Number of Upgrades)
 

Using data from table 15 the equation for the urban area
 

in 1989 becomes:
 

Subsidy Households = 1.01 + 1.01 .- (1.01/1.04 * 
1.24) 

Subsidy Households = 1.71
 

Under the lending "Target Group Cost", the subsidy
 
portion of investment and the investment supported by the
 
target group is shown. The amount supported by the target
 

group is computed by summing the affordability of each quin

tile up to the minimum design level two cost. The shortfall
 
between this sum and the total investment cost i. .he subsidy
 

portion. Table 16 shows only that investment related to the
 

purchase of the minimum SHHA unit (or upgrade). It does not
 

include expenditures beyond the minimum level to expand or
 

improve the core house. Target group costs are divided into
 
that portion of cost supported through payments direct from
 

target group households, and those payments made as a subsidy
 
from the government. Thus, of the 13.6 million pula required
 

for minimum SHHA units and upgrades in 1989, the target group
 

can afford to pay 10.6 million pula. The government must
 
subsidize the remaining 3 million pula if these minimum
 

standards are to be met.
 

http:1.01/1.04
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This point deserves further attention. There is a large
 
middle to upper middle income group which can afford a housing
 

unit well above the SHHA minimum, but below the 12,200 neces
sary for a BHC L39 design unit (the BHC minimum). Currently,
 

the BHC rents these units for far below the true economic
 
rents, thus making it affordable to the middle class.
 

However, the BHC cannot support below economic rents
 
forever. This problem is discussed in detail in the financial
 
chapter. Also, it is a misallocation of resources to provide
 

middle income households shelter far above their economic
 
affordability (effectively subsidizing those households) when
 

there is a critical need for low income housing.
 

If full economic rents are charged, it would appear that
 
the middle class is stuck with SHHA unit far below its afford

ability. 
 It can be assumed, however, that these households
 
will spend to their full affordability level even if it is in
 

excess of minimum SHHA coFKs. This can take the form of
 
extensions to the house, higher quality building standards, or
 
hiring small local contractors to do additional construction.
 

There are other ways to deal with this situation. A
 

formal sector unit is one in which a contractor builds the
 

unit with formal building materials, then supplies the fin
ished unit to the renter or buyer. Currently, the minimum
 

economic cost for such a unit is over 12,000 pula. This cost
 
restricts formal sector units in terms of affordability to
 

only 20 percent of all households. It would seem appropriate
 
for BHC to produce a new formal unit at an economic cost well
 
below 12,000 pula. The effects of reducing BHC standards and
 
costs are examined in Chapter III. It must be emphasized that
 

it is the fuli cost recovery asset value which must be brought
 
down, not just rental costs. The cost recovery asset value of
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a unit includes construction, apportioned infrastructure,
 
apportioned overhead, and land, at full market rates.
 

Returning to Table 16, the figures show total minimum
 
investment cost. This represents total investment required to
 
supply the minimum SHHA unit or upgrade. Of this, the portion
 
affordable by the households and the portion subsidized is
 

shown. The majority of subsidy (1.9 million pula out of 3.0
 
million pula in 1989) will be in the urban areas. This is
 
primarily due to the large proportion of new household forma

tion per year projected for the urban area.
 

Total Housing Investment
 

Table 17 shows total housing investment, including
 
expenditures over the minimum standards. Thus, total target
 

group investment for urban areas in 1989 is 8.8 million pula,
 
and non-target group investment in the urban areas is 10.13
 

million pula.
 

The total housing expenditures line item reflects total
 

outlays on housing including mortgage interest payments.
 

Total housing investment as a percent of GDP gives an
 
indication of the affordability of tha housing plan on a
 

national scale. For this fiscal year, the Presidential
 

Commission on Housing projected housing investment at 28.7
 
million pula. This is approximately 3.2 percent of GDP. This
 

study estimates that housing investment as a percent of GDP
 
must rise to about 4.9 percent per annum in the early years of
 
the plan when the various upgrade programs are in full produc

tin1
 
tion. 1 As the urban and primary growth centers complete
 

1. See the five year plan in Appendix A.
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1984 1989 1994 1999 2004 

(Millionrs o~f Currency Unrits) 

Court ry 

Total Housirg Experd. 93.32 108.16 130.51 158.02 192.26 

Nonr-ta et Gro-up Invest. 0.00 22.07 21.73 29.30 38.25 
Target Gr,-oup i.vestmert 
Sunsidy Requir-ed 
Total Housirg Investment 

0.00 
0.00 
0.00 

24.32 
3.02 

49.41 

45.06 
3.60 

70.39 

48.69 
4.45 

82.44 

54.81 
5.34 

9B.40 

Urban Areas 

Total Housing Expend. 22.36 30.37 42.15 57.63 77.78 

Nor-target Grouo invest. 0.00 10. i3 14.00 18.20 23.25 
Target Group Investrment 0.00 8.82 8.30 10. 79 13.79 

Tl.. 
iRequired,using investmert 0.000.00 1.882'. 8 4 2.0824.38 2.5131.49 2.9239.96 

:Primary 3r,_-wth Areas 

T",ot . Hosirg Experd. 13.E9 18.60 25.8i 35.28 47.62 

Nor-target Group invest. 0.00 5. 12 7.73 I1. 11 14.99 
7oet Group invest-e 0.00 4. 72 6.26 5.68 7. 67 

Suos:cy Required 0.00 0.46 0.54 &.o61 0.67 
Tow, Hcn- %vestment 0.00 10.30 L4.53 17.39 23.34 

Rural Areas 

T'...tal Hs g..-iExoend. 57.26 59. 19 62.55 65..11 66.87 

Nor:-target 
, .-. g...et Guo 

Group
Tvest 

invest. 
wert 

0.00 
0.00 

6.81 
10.78 

0.00 
30.3 

0.00 
32:.22 

0.00 
3.3:...36 

,.bcy 2ecuirec 
Ton" i ;vest,,ent 

0.00 
0.00 

0.68 
,8. 28 

0.98 
31. 48 

1.33 
33.55 

1.75 
35.1i 

otal Housing Invest mert 
in the Base Year 28.70 

Total Hcusirg Irvestmert 
as a Percent of GDP 3. i9 4.47 4.99 4.58 4. 28 
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their upgrading projects, and as national income grows, the
 
burden of the housing program should be reduced. This assumes
 
that no substandard stock will be produced after the base
 
year, and that all incremental housing needs will be met. If
 
substandard stock and squatter settlements are not dealt with
 
as the problems arise, attempting to resolve the problems
 
later will be more expensive. If this happens, investment as
 
a percent of GDP will be higher in the later years.
 

Production and Finance Capacity
 

Is a program of this magnitude possible in Botswana? The
 
affordability figures indicate that it is 
a reachable goal.
 
In the short term, the cost to the country will increase, but
 
expenditures are within reason. 
 Several African countries
 
have housing investment at much higher rates than 4.9 percent
 
of GDP. Kenya, for example, is over 6 percent of GDP.
 
Botswana's housing sector must require a significant portion
 
of GDP due to Botswanas unusually high population growth.
 

Another important measure of investment is the amount of
 
subsidy required. Reducing the amount of a percent of GDP is
 
a major goal of GOB. This plan projects subsidy at .33% of
 
GDP in 1989, gradually reducing to .23% in 2004.
 

Given that this level of investment is affordable, does
 
the housing sector have the capacity to build and finance the
 
quantity of housing required by this plan? The capacity to
 
finance growth in housing investment is the subject of the
 
following chapter. Production constraints will be discussed
 

briefly here.
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The vast majority of new housing units required under
 
this plan are low cost SHHA type units. In the first five
 
years, over 2,000 SHHA units will be needed in the urban areas
 
per year, an amount which will steadily increase over time.
 

Of these 2,000 units, about a third will be in Gaborone. The
 
Gaborone SHHA has recently handled as many as 200 plot alloca
tions per month. However, the burden on the staff of this
 
level of allocations has resulted in assistance being delayed
 
by several months, thus delaying the self-help construction.
 
In some cases, the owners have decided not to wait for this
 
delayed assistance and have built structures to unacceptable
 

standards.
 

Gaborone SHHA feels that its long-term capacity is
 
approximately 50 plots per month. The data projected indi
cates that a capacity in the range of 60 plots per month will
 
be necessary to meet needs through 1989, and that this capac

ity must be more than doubled by 2004. Additional study of
 
the SHHA's organization will be necessary to determine how to
 

meet these goals.
 

SHHAs do not exist in primary growth areas. The growth
 
rates indicated in these areas necessitate the organization of
 
local self-help programs in many of these major villages. In
 

rural areas, the thrust should be on institutions that provide
 
water and sanitation services to the largest segment of this
 
disbursed population as possible.
 

SHHAs in the urban areas do not have the current capacity
 
to meet expected demand. However, capacity can be increaFed
 
to this level within the existing framework. New programs,
 
perhaps similar to urban SHHAs, need to be developed for the
 
primary growth centers. The rural areas may need a totally
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different approach since the focus will necessarily be on
 

water and sanitation.
 

BHC, by contrast, has ample capacity to meet expected
 
demand for formal sector units. As recently as fiscal year
 
1980-81, BHC started 981 units. 
 This fell to under 500 in
1
 
1981-82. However, BHC is confident that the 600 to 700 units
 
needed in the short term and 1,100 units required in 1994 in
 
the urban areas are within its capacity. In fact, if BHC were
 
to produce lower cost formal sector units, it could probably
 

handle the extra production and would free SHHA resources to
 
handle the needs of the poorer income quintiles.
 

There are no major BHC programs outside the urban areas.
 
This will require a major new undertaking by the BHC if it is
 

to meet projected demand by high-income households.
 

SHHA capacity will thus be strained by the volne of
 
units needed, while BHC would be less taxed (assuming full
 
economic rents were charged). Non-production constraints are
 

examined in the following chapter.
 

The required subsidies based on this housing plan are
 
modest compared with the existing subsidy structure. The
 

Presidential Commission on housing estimated housing subsidy
 

at 7.4 million pula in 1981 and 7 million pula in 1984.2 The
 
level of subsidy projected in 1989 by this plan is 3 million
 

pula, a significant reduction.3 This 3 million pula subsidy
 

1. Botswana Housing Corporation 1982-83 Annual Report.

2. Report of the Presidential Commission on Housing, p. 11.
 
3. However, the 3 million pula are expressed in constant
 

1984 pula.
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is -sed on the assumption that all subsidy funds are matched
 
to those in need. While this is optimistic, it indicates that
 
a large portion of existing subsidies are mistargeted.
 

Table 18 shows an estimate of the components of target
 
group housing cost. Infrastructure costs include secondary
 
roads, lining and base for latrines, SHHA overhead, and water
 

infrastructure.
 



Table 18
 

BOTSWANA BASE CASE
 
COMPONENTS OF TARGET GROUP HOUSING COST
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.984 1989 1994 1999 2004 

(Miliions of Currency Units) 

Count ry 

Cost of Upgrading 
Existirg Units 0.00 2.76 1.99 1.63 1.63 
of which: 
infrastructure comoorent 0.00 1.81 1. 19 0.98 0.98 
Construction corporponent 0.00 0.95 0.80 0.65 0.65 

Co st of New Housing Unit 0.00 10.85 15.27 19.33 23.77 
of whicih; 

Land coreonent 0.00 0.81 1.08 1.36 1.67 
1nfrastructure comp,onent 0.00 5.43 7.64 9.66 11.68 
Construction compornent 0.00 4.62 6.55 8.30 10.21 

Target Gro up Housing Cost 0.00 13.61 17.26 20.95 25.40 

Urban, Areas 

C:st of Uo 'in 
Eiiting Unis 0. 00 0.77 0.00 0.00 0.00 
of which: 
infrastr uct ure co, ooert 0. 00 .62 0.00 0.00 0.00 
Const rtuct ion comroonent 0. 00 0. 15 0.00 0.00 0.00 

Cost: of New Hou n.g Jnit 0. 00 5. 43 6.82 8.48 10.25 
o-f which; 

Land co:,oor e-t 0.00 0.54 0.68 0.85 i.02 
Trfrast ruct uru comqonent 0.00 2.72 3.41 4.24 
Cort r'uct io, component 0. 00 .17 2.73 3.39 4. 10 

Target Group Housin, Cost 0.00 6.20 6.82 8.48 10.25 
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COMPONENTS OF TARGET GROUP HOUSING COST (CONTINUED) 54.
 

Primary Gro-wth Areas
 

.Cost of Upgradir: 
E>istirg Units 
of which : 

infrastructure c,-mo-,rert 
Co,nstruct icr, comporent 

Cost oif New Housi;,1 Unit 

of which:
 

Land crpor,ert 

infrastructure comprert 

C,..rtructior, comoorent 

Target Grouo Housirg Ccost 

Rur.al Areas
 

Cost of Upgrading
 
Existirg Units 

cf which: 
Irrastructure comoonent 
Constr.ction compnvert 

Cot of New Hcusirg Unit 

o:f which;
 

L.-rc c-roorert 

i;nfrastructure compoorent 

Crstructi'n component 


Target Group Housing Cost 


0.00 


0.00 

0.00 


0.00 


0.00 

0.00 

0.00 


0.00 


0.00 


0.00 

0.00 


0.00 


0.00 

0.00 

0.00 


0.00 


0.36 


0.22 

0. 15 


2.30 


0. 14 

1. 15 
1.01 


2.66 


1.63 


0.98 

0.65 


3. 12 


0. 12 

1.56 

1.44 


4. 75 


0.36 0.00 0.00 

0.22 0.00 0.00 
0. 15 0.00 0. Z0 

3. 15 4.08 5.21 

0. 19 0.24 0.31 
1.57 2.04 2.60 
1. 39 1.80 2.29 

3.51 4.08 5.21 

1.63 1.63 1.63 

0.98 0.98 0.98 
0.65 0.65 0.65 

5.30 6.77 8.31 

0.21 0.27 0.33 
2.65 3.38 4.16 
2. 44 3.11 3.82 

6.93 8.40 9.94 
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III. ALTERNATE SCENARIOS
 

Chapter II discussed a housing plan based upon most
 
likely income and population projections, and a possible set
 
of policy variables relating to housing standards. This
 
chapter examines the affect of varying the economic projec
tions, and changing the policy assumptions relating to housing
 

standards. Three policy alternatives and three economic
 

alternatives are examined.
 

High Cost BHC Scenario
 

The first policy option relates to the cost of minimum
 
BHC (design level 3) units. The base case assumed that a BHC
 
type house could be built in the primary growth centers for a
 
cost equal to the cost in the urban areas. This unit could be
 
built by BHC or other contractors. Since construction costs
 

are higher outside of the urban areas due to transportation
 
problems and lack of skilled 
labor, it was assumed that
 
construction would be altered from the L39 type design suffi

ciently to allow a house to be built for 12,000 pula. How
ever, a scenario was estimated based on strict adherence to
 
the construction standards now used by BHC to construct an L39
 

type unit.
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The BHC has estimated the variance to build a L39 
type
 
unit in various areas. These estimates are shown in Table 19.
 

Table 19. Ratio of BHC L39 Unit Costs for
 
Primary Growth Centers and Rural Areas
 

to Costs in Gaborone
 

(Percent)
 

Variance from

Area Gaborone cost
 

(percent)
 

Primary growth centers
 

Serowe 
 +30
 
Kanye 
 +35
 
Mahalapye 
 +25
 
Molepolole 
 +20
 
Mochudi 
 +20
 
Maun 
 +50
 

Rural areas
 

Ghanzi 
 +100
 
Tshabong 
 +100
 
Shakawe 
 +150
 
Palapye 
 +25
 
Bobonong 
 +50
 
Kang 
 +125
 

Source: Botswana Housing Corporation
 

The variance shown in table is
this the variance from
 
construction costs in Gaborone. For the rural areas, only a
 
very few villages are shown. 
Because the cost of construction
 
in the primary growth centers and rural areas differs signifi
cantly from the urban 
area cost, an alternate housing needs
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projection was calculated with primary growth center costs for
 
a BHC unit 25 percent higher than urban and rural area costs
 

75 percent higher than urban.
 

The costs for a BHC L39 unit thus becomes:
 

Urban P 12,200 

Primary growth centers P 15,250 

Rural P 21,350 

All other variables were held constanu. Tables 20 through 22
 
show the new affordability of the three regions. The fifth
 

quintile in the urban areas is unchanged for we have not
 
changed any costs in the urban areas. In the primary growth
 

areas, we find that they are now on the margin of being able
 

to afford an L39 unit. If income increases over time, they
 

will just be able to afford an L39 unit in 1989. In the rural
 

areas, this puts the L39 units well beyond the affordability
 

of the fifth quintile.
 

Table 23 shows the new target group investment and
 

subsidy levels. Nationally, the size of the target group in
 

1989 has increased from 13,660 households in the base case to
 

14,210 households. All of the difference comes from the rural
 
areas, where the top quintile can no longer afford a BHC unit.
 

Table 24 shows the new housing investment estimates.
 

Rural target group investment is increased from the base case,
 

due to the allocation of upgradable units. In all. other
 

projected periods there is no change in total investment.
 

Thus while dividing income groups into quintiles (as
 

opposed to deciles or some greater degree of disaggregation)
 



Table 20
 

BOTSWANA HIGH BHC COST
 
QUINTILE DESIGN COSTS CLASSIFICATION
 

1984 1989 1994 1999 2004 

Urban Areas 

Quintile I 
Affordable Costs 0.31 C.31 0.32 0.34 0.36 
Affordable Level 0.00 0.00 0.00 0.00 0.00 
Design Cost 0.00 0.00 0.00 0.00 0.00 

Quintile 2 
Affordable Costs 1.15 1.14 1.19 1.24 1.31 
Affordable Level 1.00 1.00 1.00 1.00 1.0! 
Design Cost 0.62 0.62 0.62 0.62 0.62 

Quintile 3 
Aff,-ordable Costs 2.42 2.40 2.49 2.61 2.76 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.94 1.94 1.94 1.94 1.94 

Quintile 4 
Affordable Co-sts 5.29 5.24 5.44 5.69 6.01 
Affordable Level 2.00 2.00 2.00 2000 2.00 
Design Cost 1.94 1.94 1.94 1.94 1.94 

Quintile 5 
Affordable Costs 15.49 15.36 15.92 16.66 17.61 
Affordable Level 3.00 3.00 3.00 3.00 3.00 
Design Cost 12.20 12.20, 12.20 12.20 12.20 
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BOTSWANA HIGH BHC COST 
 59.
 
QUINTILE DESIGN COSTS CLASSIFICATION (CONTINUED)
 

Primary Growth Areas 
Quintiles 

Quintile I 
Affordable Cost 0.64 0.68 0.74 0.80 0.84 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 2 
Affordable Cost 1.25 1.33 1.44 1.55 1.63 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 3 
Affordable Cost 2.06 2.19 2.38 2.55 2.70 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.67 1.67 1.67 1.67 1.67 

Quintile 4 
Affordable Cost 3.54 3.76 4.09 4°38 4.64 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.67 1.67 1.67 1.67 1.67 

Quintile 5 
Affordable Cost 14.62 15.57 16.92 18.13 19.17 
Affordable Level 2.00 3.00 3.00 3.00 3.00 
Design Cost 1.67 15.25 15.25 15.25 15.25 
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BOTSWANA HIGH BHC COST
 
QUINTILE DESIGN COSTS CLASSIFICATION (CONTINUED) 60.
 

Rural Arias 
Quint i les 

Quintile 1 
Affordable Costs 0.58 0.54 0.52 0.49 0.46 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 2 
Affordable Ccsts 1.12 1.05 1.01 0.95 0.88 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 3 
Affordable Costs 1.86 1.74 1.66 1.57 1.46 
Affordable Levei 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.42 1.42 1.42 1.42 1.42 

Quintile 4 
Affordable Costs 3.19 2.99 2.86 2.69 2.51 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.42 1.42 1.42 1.42 1.42 

Qui'rtile 5 
Affordable Costs 13.19 12.34 11.81 11.14 10.36 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.42 1.42 .1.42 1.42 1.42 
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BOTSWANA HIGH BHC COST 
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TARGET GROUP INVESTMENT AND SUBSIDY REQUIREMENTS
 

1984 1989 1994 1999 2004 

Country 

Target Households (1000s) 
Not Requiring Subsidy 0.00 10.71 10.98 11.21 12.66 
Requiring Subsidy 0.00 3.50 4.20 5.32 6.56 
Total 0.00 14.21 15.19 16.53 19.22 

Target Group Cost 
Subsidy Portiorn 

(Millions) 
0.00 3.02 3.60 4.45 5.34 

Supported by Torget Group 0.00 11.37 13.66 16.50 20.06 
Total 0.00 14.39 17.26 20.95 25.40 

Urban Areas 

Target Households (1000s)
Not Requiring Subsidy 0.00 2.33 1.76 2.18 2.64 
Requiring Subsidy 0.00 1.71 1.76 2.18 2.64 
Total 0.00 4.04 3.52 4.37 5.28 

Target Group Cost (Millions)
Subsidy Portionn 
Supported by Target Group 

0.00 
0.00 

1.88 
4.31 

2.08 
4.74 

2.51 
5.96 

2.92 
7.33 

Total 0.00 6.20 6.82 8.48 10.25 

Primary Growth Areas 

Target Househ,-olds (1000s)
Not Requiring Subsidy 
Requiring Subsidy 
Total 

0.00 
0.00 
0.00 

1.79 
0.69 
2.48 

2.05 
0.95 
2.99 

1.23 
1.23 
2.45 

1.56 
1.56 
3.13 

Target Group Cost (Millions) 
Subsidy Portion 
Supported by Target Group 

0.00 
0.00 

0.46 
2.21 

0.54 
2.97 

0.61 
3.47 

0.67 
4.54 

Total 0.00 2.66 3.51 4.08 5.21 

Rural Areas 

Target Households (1000s)
Not Requiring Subsidy 0.00 6.59 7. 18 7.80 8.45 
Requiring Subsidy 0.00 1.10 1.50 1.91 2.35 
Total 0.00 7.69 8.68 9.71 10.80 

Target Group Cost (Millions) 
Subsidy Portion 0.00 0.68 0.98 1.33 1.75 
Supported by Target Group 0.00 4.85 5.95 7.07 8.19 
Total 0.00 5.53 6.93 8.40 9.94 



Table 24 

BOTSWANA HIGH BHC COST 62.
 
HOUSING INVESTMENT IN RELATION TO GDP
 

1984 1989 1994 1999 2004 

(Millions of Currency Units) 

Count ry 

Total Housing Expend. 93.32 108.16 130.51 158.02 192.26 

Non-target Group Invest. 0.00 15.25 21.73 29.30 38.25 
Target Group Investment 0.00 41.75 45.06 48.69 54.81 
Subsidy Required 0.00 3.02 3.60 4.45 5.34 
Total Ho,using Investment 0.00 60.03 70.39 82.44 98.40 

Urban Areas 

Total Housing Expend. 22. 36 30.37 42. 15 57.63 77.78 

Non-target Group Invest. 0.00 10. 13 14.00 18.20 23.25 
Target Group Investment 0.00 8.82 8.30 10.79 13.79 
Subsidy Required 0.00 1.88 2.08 2.51 2.92 
Total Hcousing Investmer,t 0.00 20.84 24.38 31.49 39.96 

Primary Growth Areas 

Total Ho-using En.pend. 13.69 18.60 25.81 35.28 47.62 

Non-target Group Invest. 0.00 5. 12 7.73 11. 11 14.99 
Target Group Investment 0.00 4.72 6.26 5.68 7.67 
Subsidy Required 0.00 0.46 0.54 0.61 0.67 
Total Housing Investrmert 0.00 10.30 14.53 17.39 23.34 

Rural Areas 

Total Hozusirg Expend. 57.26 59.19 62.55 65.11 66.87 

Non-target Group Invest. 0.00 0.00 0.00 0.00 0.00 
Target Group Irvestmert 0.00 28.21 30.51 32.22 33.36 
Subsidy Required 0.00 0.68 0.98 1.33 1.75 
Total Housing Investment 0.00 28.89 31.48 33.55 35. 11 

Total Housing Investment 
in the Base Year 28.70 

Total Housing Investment 
as Pprrpnt rf fflD A-q T-A QQ A TA A 00 
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masks some of the affects in the urban areas and the primary
 
growth centers, it is clear that this increase in BHC costs
 
would put BHC type units beyond the reach of the rural area
 
households. If BHC, or some other builder, is not able to 
keep costs close to the 12,000 pula level, there will be 
little demand in the rural areas. 

Low Cost BHC Scenario
 

The second poli-y scenario examined was the reduction of
 
standards for a minimum BHC unit. 
 The BHC has recently
 
introduced a housing unit less costly than the L39 type unit.
 
The new housing unit is being built in Jwaneng and is known as
 
the industrial class unit. This unit is 23 
square meters and 

contains an indoor toilet and shower. 1 The urban area price 
is pula 7,200 (200 pula is estimated as land cost) . Again, 
these prices are assumed constant across regions. As in the
 
base case, this may require some reduction in standards or
 
change in building materials in the primary growth centers and
 
rural areas where building costs are higher.
 

In the short run, there is no change in affordability
 
(see Tables 25 through 27). However, in the long run, the top
 
quintile in the rural area will maintain its affordable level
 
3 instead of dropping to level 2 in 1994, as in the base case.
 

Decreasing the cost of a minimum BHC unit (and, of
 
course, reducing the standards of the unit provided) will
 
increase the affordability of BHC units to the upper-middle
 
class. The number of households which could afford this type
 
of unit is not adequately predicted by the model due to the
 
level of aggregation used, and requires its own study if this
 

is considered a desired policy.
 

1. Source: Botswana Housing Corporation.
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BOTSWANA LOW COST BHC 
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QUINTILE DESIGN COSTS CLASSIFICATION
 

1984 1989 1994 1999 2004 

Urban Areas 

Quirtile I 
Affordable Ccosts 0.31 0.31 0.32 0.34 0.36 
Affordable Level 0.00 0.00 0.00 0.00 0.00 
Design Cost 0.00 0.00 0.00 0.00 0.00 

Quirtile 2 
Affordable Costs 1.15 1.14 1.19 1.24 1.31 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.62 0.62 0.62 0.62 0.62 

Quirtile 3 
Affordable Costs 2.42 2.40 2.49 2.61 2.76 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.94 1.94 1.94 i.94 1.94 

Quintile 4 
Affordable Costs 5. 29 5.24 5.44 5.69 6.01 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.94 1.94 1.94 1.94 1.94 

Quintile 5 
Affordable Costs 15.49 15.36 15.92 16.66 17.61 
Affordable Level 3.00 3.00 3.00 3.00 3.00 
Design Cost 7.20 7.20 7.20 7.20 7.20 
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BOTSWANA LOW COST BHC 
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QUINTILE DESIGN COSTS CLASSIFICATION (CONTINUED)
 

Primary Growth Areas 
Quintiles 

Quintile 1 
Affordable Cost 0.64 0.68 0.74 0.80 0.84 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 2 
Affordable Cost 1.25 1.33 1.44 1.55 1.63 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 3 
Affordable Cost 2.06 2.19 2.38 2.55 2.70 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.67 1.67 1.67 1.67 1.67 

Quintile 4 
Affordable Cost 3.54 3.76 4.09 4.38 4.64 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.67 1.67 1.67 1.67 i.67 

Quintile 5 
Affordable Cost 14.62 15.57 16.92 18.13 19.17 
Affordable Level 3.00 3.00 3.00 3.00 3.00 
Design Cost 7.10 7.10 7.10 7.10 7.10 
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BOTSWANA LOW COST BHC 
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QUINTILE DESIGN COSTS CLASSIFICATION (CONTINUED)
 

Rural Areas 
Tuirt i les 

Quintile 1 
Affordable Costs 0.58 0.54 0.52 0.49 0.46 
Affordable Level 1.00 1.00 1.0,0 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 2 
Affordable Costs 1.12 1.05 1.01 0.95 0.88 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 3 
Affordaule Costs 
Affordcble Level 

1.86 
2.00 

1.74 
2.00 

1.66 
2.00 

1.57 
2.00 

1.46 
2.00 

Design Cost 1.42 1.42 1.42 1.42 1.42 

Quintile 4 
Affordable Costs 
Affordable Level 
Design Cost 

3.19 
2.00 
1.42 

2.99 
2.00 
1.42 

2.86 
2.00 
1.42 

2.69 
2.00 
1.42 

2.51 
2.00 
1.42 

Quint ile 5 
Affordable Costs 13.19 12.34 11.81 11.14 10.36 
Affordable Level 3.00 3.00 3.00 3.00 3.00 
Design Cost 7.05 7.05 7.05 7.05 7.05 
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The base case assumes that adjustments will be made to
 
the L39 ui±it to maintain its cost of 12,000 pula in all
 
sections of the country. If this is not possible, one option
 
is to produce L39 units in the urban areas 
for 12,000 pula,
 
and to produce industrial class units in the rural area marked
 
up by 75 percent for just over 12,000 pula. Thus, the goal of
 
providing 
a BHC unit in all areas for approximately 12,000
 
pula would be achieved.
 

High Cost SHHA
 

The third policy scenario examined 
concerns an increase 
in standards for the minimum standard SHHA plot. The base 
case assumes a SHHA one-room 8-square meter house with a 
latrine (see Table 7 for complete details). For this run, a
 
two-room, 15-square meter house using 
similar construction
 
standards is used. The cost for 
a unit of this type would be
 
525 pula for building construction, for a total cost of 2,130
 
pula in the urban areas, one 1,850 and 1,600 pula for the
 
primary growth centers and rural areas, respectively. 1
 

Table 28 shows that the affordability pattern in the
 
urban areas is unchanged from the base case. 
 The bottom
 
quintile is affordable level zero, quintiles two and three are
 
affordaif.e level two, and quintile five is 
affordable level
 
three. The primary growth centers affordability pattern is
 
also unchanged from the base case, 
as seen in Table 29. In
 
the rural areas, quintile three is just able to afford a SHHA
 
unit, and drops to affordable level 1 in 1999 (see Table 30).
 

1. Building size from Gaborone SHHA. A cost of 35 pula per
 
square meter was assumed.
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BOTSWANA HIGH COST SHHA
 
QUINTILE DESIGN COSTS CLASSIFICATION
 

1984 1989 1994 1999 2004 

Urban Areas 

Quintile 1 
Affordable Costs 0.31 0.31 0.32 0.34 0.36 
Affordable Level 0.00 0.00 0.00 0.00 0.00 
Design Cost 0.00 0.00 0.00 0.00 0.00 

Quintile 2 

Affordable Costs 1.15 1.14 1.19 1.24 1.31 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.62 0.62 0.62 0.62 0.62 

Quirtile 3 
Affordable Costs 2.42 2.40 2.49 2.61 2.76 
Affordable Level 
Design Cost 

2.00 
2.13 

2.00 
2.13 

2.00 
2.13 

2.00 
2.13 

2.00 
2.13 

Quintile 4 
Affordable Costs 5.29 5.24 5.44 5.69 6.01 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 2.13 2.13 2.13 2.13 2.13 

Quintile 5 
Affordable Costs 15.49 15.36 15.92 16.66 17.61 
Affordable Level 3.00 3.00 3.00 3.00 3.00 
Design Cost 12.20 12.20 12.20 12.20 12.20 
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BOTSWANA HIGH COST SHHA 
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QUINTILE DESIGN COSTS CLASSIFICATION (CONTINUED)
 

Primary Growth Areas 
Quint i les 

Quintile I 
Affordable C:st 0.64 0.68 0.74 0.80 0.84 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quint ile 2 
qffordable Cost 1.25 1.33 1.44 1.55 1.63 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quint ile 3 
Affo-rdable Cost 2.06 2. 19 2.38 2.55 2.70 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.85 1.85 1.85 1.85 1.85 

Quintile 4 
Affordable Cost 3.54 3.76 4.09 4.38 4.64 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design C,-,st 1.85 1.85 i.85 1.85 1.85 

Quintile 5 
Affordable Cost 14.62 15.57 16.92 18.13 19.17 
Aff,-ordable Level 3.00 3.00 3.00 3.00 3.00 
Design Co:,st 12.10 12.10 12.10 12.10 12.10 
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QUINTILE DESIGN COSTS CLASSIFICATION (CONTINUED)
 

Rural Areas 
Quint i les 

Quint ile 1 
Affordable Costs 0.58 0.54 0.52 0.49 0.46 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 2 
Affo:,rdable Costs 1.12 1.05 1.01 0.95 0.88 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 3 
Affo,rdable Costs 1.86 1.74 1.66 1.57 1.46 
Affordable Level 2.00 2.00 2.00 1.00 1.00 
Design Cost 1.60 1.60 1.60 0.33 0.33 

Quintile 4 
Affo:,rdable Costs 3.19 2.99 2.86 2.69 2.51 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.60 1.60 1.60 1.60 1.60 

Quirntile 5 
Affordable Costs 13.19 12.34 11.81 11.14 10.36 
Affordable Level 3.00 3.00 2.00 2.00 2.00 
Design Cost 12.05 12.05 1.60 1.60 1.60 
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BOTSWANA HIGH COST SHHA
 
HOU3JING INVESTMENT IN RELATION TO GDP 71.
 

1984 1989 1994 1999 2004 

(Millions of Currency Units) 

Country 

Total Housing Expend. 93.32 108.16 130.51 158.02 192.26 

Non-target Group Invest. 0.00 22.07 21.73 29.30 38.25 
Target Group Investment 0.00 24.32 45.06 48.69 54.81 
Subsidy Required 0.00 3.62 4.39 5.48 6.73 
Total Housing Investment 0.00 50.01 71.17 83.47 99.79 

Urban Areas 

Total Housing Expend. 22.36 30.37 42. 15 57.63 77.78 

Non-target Group invest. 0.00 10.13 14.00 18.20 23.25 
Target Group Investrlent 0.00 8.82 8.30 10.79 13.79 
Subsidy Required 0.00 2.15 242 2.93 3.42 
Total Housing Investmen,t 0.00 21. 10 24.71 31.91 40.46 

Primary Growth Areas 

Total Hous ng Expend. 13.69 18.60 25.81 35.28 47.62 

Non-target Group Invest. 0.00 5. 12 7.73 11. 11 14.99 
Target Group Investmert 0.00 4.72 6.26 5.68 7.67 
3ubsidy Required 0.00 0.58 0.72 0.83 0.96 
Total Housing Investment 0.00 10.43 14.70 17.62 23.62 

Rural Areas 

Total Housing EAperd. 57.26 59.19 62.55 65. ii 66.87 

Non-target Group Invest. 0.00 6.81 0.00 0.00 0.00 
Target Group Investment 0.00 10.78 30.51 32.22 33.36 
Subsidy Required 
Total Housing Investment 

0.00 
0.00 

0.89 
18.48 

1.25 
31.76 

1.72 
33.94 

2.35 
35.71 

Total Housirg Investment 
in the Base Year 28.70 

Subsidy as a Percent of 
Public Expenditures 0.00 43.97 41.76 40.85 39.34 

Total Housing Investment 
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As shown in Table 31 this change will cause a 20 percent
 
increase in the subsidy required in 
1989 (from 3.02 million
 
pula in the base case to 3.62 million pula). Total investment
 
increases by the amount of subsidy increase. Thus a doubling
 
of housing unit size in SHHA-type housing results in a 20
 
percent increase in housing subsidy in the short 
run and a 27
 
percent increase in the long run.
 

Sensitivity of Results to Construction Cost Escalation
 

Several economic scenarios have also been examined. The
 
first of these is changes in real construction costs over
 
time. Real construction cost increases 
occur when construc
tion costs increase at a faster rate than inflation. For
 
example, the base case assumes 
a 12 percent inflation rate and
 
a 12 percent construction cost escalation rate. 
 This means no
 
real increase in construction costs over time.
 

Table 32 examines the impact of a one percent real
 
construction cost increase and decrease. Real construction
 
costs will increase if this sector of the economy develops
 
shortages, such as skilled labor or materials. A decrease in
 
construction costs can occur if the construction industry is
 
overdeveloped or if there is a substitution toward cheaper,
 
locally made building materials. Government policies that
 
promote competition in this sector will contribute 
to price
 

stability and should be encouraged.
 

Table 32 shows 
that a 1 percent change in construction
 
costs has its greatest effect on households needing subsidy
 
and total subsidy requirement in the long run. In 2004, a 1
 
percent increase in real construction cost over 20 years will
 
increase the number of households needing subsidy by 33
 



bTable 32 

SENSITIVITY ANALYSIS 73 
CONTSTRUCTION COST ESCALATION 

1989 2004 

BASE ALT I ALT 2 BASE ALT 1 ALT 2 

Total Housing Needs 
Urbarn Areas 4.7 4.7 4.7 6.6 6.6 6.6 
Primary Growth Centers 2.8 2.8 2.8 3.9 3.9 3.9 
Rural Areas 7.7 7.7 7.7 10.8 10.8 10.8 

Country 
(%) Diff. frcom Base 

15.2 
0.0 

15.2 
0.0 

15.2 
0.0 

21.3 
0.0 

21.3 
0.0 

21.3 
0.0 

Size of Target 
Urban Areas 

Group 
4.0 4.0 4.0 5.3 5.3 5.3 

Primary Growth Centers 2.5 2.5 2.5 3.1 3.1 3. 1 
Rural Areas 7.1 7.7 7.1 10.8 10.8 9.6 

Country 13.7 14.2 13.7 19.2 19.2 18.0 
(%) Diff. frorm Base 0.0 4.0 0.0 0.0 0.0 -6.1 

,HouseholdsNeeding Subsidy
Urban Areas 
Primary Growth Centers 
Rural Areas 

1.7 
0.7 
1.1 

1.7 
0.7 
1.1 

1.7 
0.7 
1.1 

2.6 
1.6 
2.3 

2.6 
1.6 
4.5 

2.6 
0.8 
2.3 

Country 
(%) Diff. from Base 

3.5 
0.0 

3.5 
0.0 

3.5 
0.0 

6.6 
0.0 

8.7 
31.0 

5.8 
-11.9 

Total Housirg Investment 
Urban Areas 
Primary Growth 
Rural Areas 

Centers 
20.8 
10.3 
18.3 

21.0 
10.3 
29.0 

20.7 
10.2 
18.2 

40.0 
23.3 
35. 1 

41.0 
23.8 
36. 1 

39.1 
23. 1 
25.7 

Country 49.4 60.3 49.2 98.4 100.9 87.9 
(%) Diff. from Base 0 0 22.0 -0.5 0.0 2.5 -10.7 

Subsidy Requirement 
Urban Areas 1.9 2.0 1.8 2.9 3.9 2.1 
Primary Growth Centers 0.5 0.5 0.4 0.7 1.2 0.4 
Rural Areas 0.7 0.8 0.6 1.8 2.7 1.2 

Country 
(M) D°.ff. from Base 

3.0 
0.0 

3.3 
8.5 

2.8 
-8.2 

5.3 
0.0 

7.8 
46. 1 

3.7 
-30.4 

BASE = 12% INFLATION; 12% CONSTR. INCREASE
 

ALTI = 12% INFLATION; 13% CONSTR. INCREASE
 

ALT2 = 12% INFLATION; 11% CONSTR. INCREASE
 



Table 33 

SENSITIVITY ANALYSIS 
GDP GROWTH ANALYSIS 74. 

1989 2004 

BASE ALT 1 ALT 2 BASE ALT I ALT 2 

Total Ho-,using Needs 
Urban Areas 4.7 4.7 4.7 6.6 6.6 6.6 
Primary Growth Centers 2.8 2.8 2.8 3.9 3.9 3.9 
Rural Areas 7.7 7.7 7.7 10.8 10.8 10.8 

Country 15.2 15.2 15.2 21.3 21.3 21.3 
(M) Diff. from Base 0.0 0.0 0.0 0.0 0.0 0.0 

Size of Target Group
Urban Areas 
Primary Growth Centers 
Rural Areas 

4.0 
2.5 
7. 1 

4.0 
2.5 
7. 1 

4.0 
2.5 
7.7 

5.3 
3.1 

10.8 

5.3 
3.1 
9.6 

5.3 
3.1 

10.8 

Country 13.7 13.7 14.2 19.2 18.0 19.2 
(M) Diff. from Base 0.0 0.0 4.0 0.0 -6.1 0.0 

Households Needing Subsidy
Urban Areas 
Primary Growth Centers 
Rural Areas 

1.7 
0.7 
1.1 

1.7 
0.7 
1.1 

1.7 
0.7 
1.1 

2.6 
1.6 
2.3 

2.6 
0.8 
2.3 

2.6 
1.6 
4.5 

Country 3.5 3.5 3.5 6.6 5.8 8.7 
(K) Diff. from Base 0.0 0.0 0.0 0.0 -11.9 33.0 

Total Housing Investment 
Urban Areas 
Primary Growth 
Rural Areas 

Centrrs 
20.8 
10.3 
18.3 

21.7 
10.8 
19. 1 

20.0 
9.9 

27.6 

40.0 
23.3 
35. 1 

47.2 
27.9 
31. 1 

33.9 
19.7 
29.8 

Count ry 49.4 51.6 57.4 98.4 106.2 83.4 
(M) Diff. from Base 0.0 4.4 16.2 0.0 8.0 -15.3 

Subsiy Requirement 
Urban Areas 1.9 1.8 1.9 2.9 2.5 3.3 
Primary Growth 
Rural Areas 

Centers 0.5 
0.7 

0.4 
0.6 

0.5 
0.7 

0.7 
1.8 

0.5 
1.4 

1.0 
2.3 

Country 3.0 2.9 3.1 5.3 4.4 6.6 
(M) Diff. from Base 0.0 -4.4 4.2 0.0 -17.8 24.3 

BASE = BASE CASE GDP GROWTH 

ALTI = +1% GDP GROWTH ALL YEARS
 

ALT2 = -1% GDP GROWTH ALL YEARS
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percent, and the total subsidy requirement by 46 percent. A 1
 
percent drop in real construction costs over 20 years results
 
in a 12 percent drop in households needing subsidy and a 30
 
percent drop in total subsidy requirement. Subsidy require
ments are clearly very sensitive to long-run changes in real
 

construction costs.
 

Sensitivity of Results to GDP Growth
 

Table 33 examines the sensitivity of the results to
 
changes in GDP growth. Again, the major impact of this change
 
is on households needing subsidy and on subsidy requirement.
 

A 1 percent higher GDP growth rate than in the base case will
 
result in a 4 percent reduction in subsidy requirement in 5
 
years and an 18 percent reduction in 20 years. A 1 percent
 
lower GDP growth rate will result in a 4 percent increase in
 
subsidy in 4 years and a 24 percent increase in 20 years.
 

Sensitivity of Results to Base Year Incomes
 

Another variable tested for sensitivity is base year
 
incomes. Ten percent variances were tested around the base
 
case estimates to Lest the impact on investment and subsidy.
 
Table 34 indicates that a 10 percent increase in base year
 
income estimates reduces subsidy requirements and increases
 
investment by 9 percent in the short run and the long 
run. A
 
decrease in base year income estimates increases subsidy
 
required by 8 percent in the short run and 
12 percent in


1
 
2004.
 

1. A 10 percent increase in base year incomes increases
 
investment in the short run. 
This is due to the model's
 
system of allocating upgrade units. The expected result is
 
indicated in 2004 when investment falls by 8 percent.
 



Table 34 

SENSITIVITY ANALYSIS 76. 
BOTSWANA INCOME ANALYSIS 

1989 2004 

BASE ALT I ALT 2 BASE ALT I ALT 2 

Total Housing Needs 
Urban Areas 4.7 4.7 4.7 6.6 6.6 6.6 
Primary Growth Centers 2.8 2.8 2.8 3.9 3.9 3.9 
Rural Areas 7.7 7.7 7.7 10.8 10.8 10.8 

Country 15.2 15.2 15.2 21.3 21.3 21.3 
(%) Diff. from Base 0.0 0.0 0.0 0.0 0.0 0.0 

Size of Target Group
Urban Areas 4.0 4.0 4.0 5.3 5.3 5.3 
Primary Growth Centers 2.5 2.5 2.5 3.1 3. 1 3.1 
Rural Areas 7. 1 7. 1 7.7 10.8 10.8 10.8 

Country 13.7 13.7 14.2 19.2 19.2 19.2 
(%) Diff. from Base 0.0 0.0 4.0 0.0 0.0 0.0 

Households NeEding Subsidy 
Urban Areas 1.7 1.7 1.7 2.6 2.6 2.6 
Primary Growth Centers 
Rural Areas 

0.7 
1.1 

0.7 
1.1 

0.7 
1.1 

1.6 
2.3 

0.8 
2.3 

1.6 
4.5 

Country 3.5 3.5 3.5 6.6 5.8 8.7 
(K) Diff. from Base 0.0 0.0 0.0 0.0 -11.9 33.0 

Total Housing Investment 
Urban Areas 20.8 22.7 19.4 40.0 43.4 37.3 
Primary Growth Centers 10.3 11.2 9.4 23.3 25.5 21.3 
Rural Areas 18.3 20.0 26. 1 35. 1 38.3 32. 0 

Co-untry 49.4 53.9 54.9 98.4 107.2 90.6 
(%) Diff. frcom Base 0.0 9.0 11.2 0.0 9.0 -7.9 

Subsidy Requirement 
Urbar, Areas 
Primary Growth Centers 

1.9 
0.5 

1.8 
0.4 

2.0 
0.5 

2.9 
0.7 

2.7 
0.6 

3.1 
0.9 

Rural Areas 0.7 0.6 0.8 1.8 1.6 2.0 

Country 3.0 2.8 3.3 5.3 4.9 6.0 
(K) Diff. from Base 0.0 -8.9 8.0 0.0 -8.7 12.3 

BASE = BASE CASE INCOMES 

ALTI = +10% BASE YEAR INCOMES 
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Alternate Scenarios: Concluding Remarks
 

All alternate scenarios are summarized in Table 35.
 
Increasing the cost of BHC units in the primary growth centers
 
and the rural areas has no impact on housing investment, the
 
size of the target group, or on subsidy. To record changes in
 
the size of the target group, the model would have to disaggre
gate incomes beyond the quintile level. Decreasing BHC costs
 
to reflect costs for an industrial class unit will decrease
 

the target group by 6 percent. 1 Increasing the cost
 
of basic SHHA unit will increase subsidy requirements by 27
 
percent in 2004.
 

Sensitivity analysis shows that changes in construction
 
cost has the greatest increase in long-run subsidy require
ments. A 1 percent increase in construction costs results in
 
a 46 percent increase in subsidy requirements. Subsidy 
requirements were also found to b. sensitive to real GDP 
growth, and less sensitive to base year incomes. 

1. Total housing investment will also be reduced due to
 
resulting changes in the allocation of upgrades and new units
 
between income groups in the rural area.
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Table 35. Impact in 2004 of Alternative Scenarios
 

(Percent Change from Base Case Values)
 

Size of 
Housing target 

investment group Subsidy 

I. Policy
 

High Cost BH a 0 0 0
 
Low Cost BHC -9.0 -6.0 0
 

c
High Cost SHHA 0 0 +27.0
 

II. Sensitivity
 

+1% Construction Cost +2.5 
 0 +46.1
 
-1% Construction -10.7 -6.1 
 -30.4
 

+1% GDP Growth +8.0 
 -6.1 -17.8
 
-1% GDP Grcwth -15.3 0 +24.3
 

+10% 1984 Incomes +9.0 
 0 -8.7
 
-10% 1984 Incomes 
 -7.9 0 +12.3
 

a. BHC costs 25 percent higher in primary growth areas
 
and 75 percent higher in rural areas than in base case.
 

b. BHC cost of 7,200 pula in all areas.
 
c. SHHA standard and costs increased to cover a two-room
 

15-square meter unit.
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IV. FINANCING BOTSWANA'S PROJECTED HOUSING NEEDS
 

Over 7,900 new housing units will be required per year
 
from 1984 to 1989, and this annual volume of construction is
 
projected to increase to over 16,000 units in 2004. Each unit
 

must be financed, either through government programs or
 
through private institutions. This chapter examines the
 
existing state of housing finance, and examines finance as a
 

possible barrier to reaching the projected housing require

ments.
 

Housing finance is a significant issue in its own right,
 

and one that is often ne well-addressed by c,°'ernment poli
cies that are focused on other development issues. Although
 
Botswana has a history of spending government revenues on
 
social as well as industrial infrastructure, many developing
 

countries have tried to minimize the outlays on housing in the
 
misguided belief that housing is a consumer item that should
 
defer to investment in more productive, employmentgenerating,
 

import-substituting industries. There is increasing evidence
 
that a policy of investing in hoilsing can be an important
 

element of a national development policy.
 

Housing construction is a low-technology, labor-intensive
 

activity that 
can readily absorb unskilled and semi-skilled
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labor. It tends to have a low import component, and to
 
promote an expansion of the domestic market for household
 

furnishings that further shifts consumer demand away from many
 
imported goods. In addition, it provides a basic human need
 

-- shelter. These are all desirable features for any develop
ment sector. An additional important feature that a policy of
 
housing promotion can have, however, and one that is often
 

overlooked, is that it Can provide an incentive to saving in
 
the household sector -- always an important and difficult 

element in development policy. In Housing Finance for Develop
ing Countries, James W. Christian makes the case for mobilizing
 

the financial resources among the target population rather
 

cogently.
 

In squatter settlements throughout the develop
ing world, many individual families construct their
 
own wellings, rudimentary though they may be,
 
largely from current income. In many cases small
 
contractors provide the expertise for constructing
 
the structural elements of the dwelling and some
 
even offer short-term credit arrangement. Where
 
such credit is not available, mutual aid financing

schemes emerge or families fall back upon the urban
 
counterpart of the village moneylender. Rough

calculations of the effective interest rates paid in
 
most cases for such short-term credit far exceed the
 
rates that would be required by formalized financial
 
institutions if such institutions existed or served
 
these clients.
 

Similarly, charges paid for potable water
 
supplied by private vendors generally exceed by a
 
significant margin the user charges that would be
 
required by a municipal water authority to recover
 
its costs of operations and maintenance and to
 
provide for the growth of capital (or the amor
tization of debt) to expand the potable water
 
system.
 

The point is that the capacity to pay for
 
improved shelter and municipal services exists. The
 
main problems that must be overcome are those of
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initial capitalization and the time-rate of payment.

There are solutions to these problems.
 

Dr. Christian goes on to point out that households remain
 

the largest untapped source of savings in most developing
 

countries largely because financial i-stitutions have not
 
emerged to provide financial services to individual families.
 
In those countries where housing finance systems have been
 

developed, he maintains, substantial success in savings
 

mobilization has been achieved.
 

While an increase in savings mobilization would undoubt

edly have salutary effects in Botswana as elsewhere, the
 

sophistication of the finance sector in Botswana is far
 

greater than what is normally encountered in developing
 

countries. Also, Botswana is already achieving saving r,tes
 

that are the envy of most of the developing world -- in excess
 
of 20 percent in most recent years and as high as 28 percent.
 

While most of this saving is done by the government, there is
 

widespread participation by the population in the financial
 

sector. At the end of 1983 commercial banks in Botswana had
 

some 79,700 savings accounts, and a total of 112,200 deposit
 

accounts of all kinds. Deposits by households dt these
 

institutions totaled P73.2 million. In addition, deposits by
 
the public at the Postal Savings Bank and the Botswana Build

ing Society amounted to another P18.3 million.
 

The primary problem seems to be to funnel such excess
 

liquidity as does exist into housing finance while at the 
same
 

time developing a system that provides the maximum possible
 

incentive to saving by households. This seems particularly
 

appropriate in Botswana where excess liquidity has recently
 
been so great that commercial banks have turned away some
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large deposits rather than pay the rates required by law on
 

them, and since there are virtually no central government
 

bonds or other high-quality long-term financial instruments to
 
compete with housing finance for such long-term funds as are
 

available.
 

Botswana's goal, then, should be to use the current
 

excess liquidity essentially as a catalyst or "pump primer" to
 

develop and set in motion a housing finance system that will
 

eventually be self-sustaining. The first task necessary to
 
begin developing the optimal arproach for accomplishing this
 

is to review the bottlenecks that exist in Botswana's current
 

housing delivery system.
 

Botswana has no shortage of land, and the shortage of
 

savings to finance the needed housing program, while real, is
 
not currently a constraining factor. However, bottlenecks in
 
the housing delivery system are producing an ever-increasing
 

shortage of housing in the urban areas and in the primary
 

growth centers. Since the bottlenecks are different in these
 

two areas, they will be discussed separately. It is also
 

useful to distinguish between those barriers that discourage
 

investment in housing and those that impede the provision of
 
the housing finance needed to support such investment.
 

Barriers to investment are discussed first.
 

Barriers to Investment in the Urban Areas
 

The most important barrier to investment in housing in
 

the urban areas appears to be the shortage of plots. The 

Government of Botswana (GOB) has complete control of this 

process: no one else is allowed to select raw land and 
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develop it. Nor is it likely that this would be a profitable
 

undertaking if it were conducted in the way that government
 
policy dictates, with the prescribed mix of low, medium, and
 
high income plots. The purpose of this policy is to achieve
 

balanced growth and a certain degree of hetergeneity in
 
residential neighborhoods. As a byproduct of the procedures
 

utilized, however, a certain degree of cross-subsidization is
 
achieved, with high-income and industrial plots bearing a
 
disproportionate share of the infrastructure costs, and
 
schools, parks, community centers, and low cost plots bearing
 

a reduced share.
 

These are laudable goals and well-conceived policies to
 

achieve them, but they are not being implemented at a rate
 
sufficient to meet the housing needs of any of the groups.
 
The shortage of SHHA plots is just as severe as the shortage
 
of middle-income and high-income plots. Because the economic
 

resources of the groups are very different, they respond to
 
the shortages in different ways, but all are limited in the
 
housing investment that they can make by the shortage of
 

available plots.
 

Recently a new problem has arisen with respect to the
 
provision of residential plots. For the first time in its
 
short history, the GOB has been forced to spend a very large
 
sum of money to purchase the raw land to develop. The sum
 
paid was large enough to make the GOB realize that it must
 
think about recovering the cost of the land when it sells the
 
plots, which had not been its policy in the past. Clearly
 
this means that the plots in Gaborone West will be more
 

expensive than the previous plots. The difference will be
 
significant for all plot buyers, but its impact will
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undoubtedly be more severe on the poorest households. Just
 
the land costs, without infrastructure, will amount to more
 
than P240 per SHHA plot. Further, the impact of these in
creased costs will be felt by all SHHA plot holders
 

The second major barrier to investment in housing in
 
Botswana is the elaborate, often conflicting set of subsidies
 

that government policies have produced in the housing sector.
 
In general terms, the existence of subsidized prices for
 
housing services will always send false signals to the private
 

sector of the economy since the message value of the price
 
signals is lost or at least seriously altered. In the case of
 
Botswana, the different 
sources and forms of the subsidies
 

produce a curious and undesirable mixture of signals to the 
private and public housing institutions. Some of these are 

discussed below. 

The Botswana Housing Corporation
 

This parastatal organization is the major housing contrac
tor and landlord in the country, with 6,652 total housing
 
units as of March 31, 1984. In recognizing its importance in
 
the housing delivery system of Botswana, BHC has also sold
 
some 767 housing units. BHC rents to citizens who provide
 

proof of income and citizenship, and to parastatals and
 
government agencies for their employees. It has a very long
 
waiting list of people who would like to rent BHC housing.
 

As a parastatal, BHC is required by law to break even,
 
but they obtain PDSF loans from the government at what have
 
generally been concessionary rates, currently 10 percent.
 
Although BHC has been able to maintain a positive net worth.
 

it has been losing money since the 1980-81 fiscal year. These
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losses have been offset by "profits" realized from the sale of
 
housing units, but these "profits" would more properly be
 
considered as inventory valuation adjustments, since they
 

result from the fact that building costs have risen dramat

ically over the years that BHC has been in business. The
 
housing, property, and projects that BHC owns have cost them
 
P63.5 million to purchase or build, but they have a current
 
market value of above P133 million. Since BHC is mandated to
 
sell at replacement cost, it is obvious that the sale of an
 

old unit represents a book gain, but not a real one. If BHC
 

intends to replace the unit sold with another, then it will
 
hal,'r to borrow an amount equal to the sale price of the old
 
unit to do so. Thus BHC is surviving by effectively convert
ing its accumulated capital into income. A last-in/first out
 

(LIFO) method of inventory accounting, such as is normdlly
 

used in merchandising companies, would reveal that in fact BHC
 

is operating at a loss. This is a complex and difficult
 

issue, and the appropriate accounting techniques to use
 
depends upon whether BHC is to be viewed primarily as a
 

supplier of homes for households wanting to buy homes, or as a
 
landlord. As a landlord, they are realizing rents cf about
 

P6.5 million per year on a housing stock that has a market
 
value of about P133 million and a historical value of almost
 
P64 million. Thus the rate of return on their investment is
 

something less than 10 percent, which is the rate at which
 

they borrow from GOB. Clearly this cannot support the staff
 

they have or allow them to continue operations for very long
 

into the future. If one takes the view that the future value
 
of their housing stock is P133 million, then the rate of
 
return is less than 5 percent. It is instructive to note in
 

this regard that some of the other parastatals that build
 
housing for their own employees use a rental rate of 6 percent
 

of the cost of the housing in order to try to provide their
 

staff with housing at a cost comparable to what they could
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obtain from BHC. When these same organizations find that they
 
have "extra" units that can be let to the general public, they
 

try to obtain a rate of return of about 12 percent.
 

An alternative approach to analyzing the rental rates
 

charged by BHC is to look at the cost of providing specific
 
units in today's market and compare this with the rates at
 

which BHC rents these units. The L39 unit, which is used in
 
the projections as the mi:imum standard formal sector unit,
 

costs, on the average, more than P12,000 to produce in today's
 
market, but rents for P43 per month. This means that BHC will
 
incur an interest cost of at least P1200 per year cn a house
 
that will produce a rental income of P516. A monthly princi
pal and interest payment of P109 would be required to amortize
 

that unit at 10 percent interest over 25 years, and BHC also
 

incurs expenses in maintaining the units and collecting the
 

rents. Further, BHC will undoubtedly continue to experience
 

some losses from the non-collection of rents, and an allowance
 
should be made for this. Finally, the salaries of the super

visors, architects, accountants, etc., that BHC employs must
 
be received somehow. Clearly, BHC cannot long continue to
 
operate at these rental rates. Nor should they, for the low
 

rental rates that BHC currently charges provide a dangerously
 

wrong signal to the citizens of Botswana about what kind of
 

housing they should expect to occupy.
 

The effects of this wrong signal are multifaceted, having
 

an impact on not only the renting public, but also on the
 

other organizations that build housing in Botswana, and on BHC
 
itself. BHC uses a figure of 25 percent of the income of the
 
households on the waiting list to establish what kind of house
 

these households can afford. This is rather a standard
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1
 

practice, but when BHC assumes that a household with an
 
income of P2064 can afford an L39 type house, they are simply
 

making a wrong assumption. They can only do so as long as BHC
 

continues rent at the current concessional rates. If rents
 

were raised to economic levels, those households would have to
 

spend more than half their income to remain in these homes.
 
The effect of this kind of miscalculation by BHC would clearly
 

be to schedule the production of too many "high-income"
 

housing units, or, to build to too high a standard. (In fact,
 

BHC is customarily allocated serviced plots that DTRP has
 

already zoned for particular housing types, so BHC usually
 
does not decide what level homes to build, but the point is
 

valid no matter who or what agency is making these decisions.)
 

The effect this policy has on other organizations build

ing houses in Botswana is to give them an inflated view of the
 

demand for high-income housing in the country. It is likely
 

that Botswana already has an adequate supply of high-income
 

housing, but with so much of it occupied by households that
 

are not in fact high-income, there is an apparent shortage of
 
such housing, and other organizations perceive that a profit
 

can be made by providing such housing on the open market.
 
While this is currently true, it is not at all clear that it
 

would remain so if BHC charged full economic rents for its
 

high-income units. The housing projections indicate that 20
 

percent of all households can afford at least an L39 type
 

unit. The model does not indicate what percent of these
 

households can afford more than an L39. However, the data
 

indicate that, appropriately priced, a large portion of BHC
 

demand is prcbably for this type of unit.
 

1. This study used 25 percent of income for the bottom two
 
quintiles, 27.5 percent for the middle quintile, and 30
 
percent for the top quintile when computing affordable asset
 
values.
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BHC's heavily subsidized rental levels also effects the
 

spending decisions of households. Not only are aspiration
 

raised to unrealistic levels, but also the rent/buy decision
 
is skewed against home ownership. Households can rent houses
 

from BHC that they could never realistically hope to buy. So
 

the intelligent thing for them to do is to rent. The desire
 

for home ownership, which is often the inspiration for many
 
households to save a substantial portion of their income in
 
man, parts of the world, is severly curtailed for the middle
 
class in Botswana. Although the GOB has been able to save
 

enough to finance the country's development needs with its
 
income from mineral royalties, good national policy must aim
 

at a long-term goal of encouraging household saving behavior,
 

and the desire for h1:-e ownership can be an important source
 

of motivation for such behavior.
 

The experience and expertise incorporated in the staff of
 

BHC represent one of the major assets of Botswana's housing
 

delivery system. The quality that they provide in both
 

infrastructure and housing guarantee that their developments
 

will be long term assets to the Botswana housing stock. The
 
capacity of this organization to produce housing units is not
 

currently being sufficiently utilized. Responsible policy
 

requires that BHC be provided with clear guidelines as to what
 

their role is to be in meeting the nation's housing needs and
 

allowed to operate in an economically reasonable way toward
 

the fulfillment of this role. Only in this way can this
 

valuable resource be efficiently utilized.
 

The Self-Help Housing Agencies
 

The Self-Help Housing Agencies are the organizations that
 
deliver 65 percent to 70 percent of the houses being provided
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in the urban areas of Botswana. What they actually deliver
 

are serviced plots, and, in many cases, building materials
 

loans. They represent an ambitious sites and services program
 
both in the quality of the plots they deliver (450 square
 

meters), and in the number of plots they deliver (about 17,000
 

so far in the four major towns).
 

In spite of their successes, which are considerable, the
 

SHHAs are not without their problems. The SHHAs have a
 

complex subsidy structure the implications of which are not
 
fully understood, and have a problem with delinquent payments.
 

The SHHA's accounting is on a cash flow or to-date cost
 

recovery basis. Some costs, such as the technical assistance
 

provided to SHHA plot holders, are not considered in the cost
 

of delivering SHHA housing units. Some other costs of develop

ment, such as the cost of the land itself and the cost of
 
surveying it, have not traditionally been included in the cost
 

of the plots, but have been included in the budget of the
 
Ministry of and Local Government Lands. This situation is
 

further compounded by the policy of cross-subsidization,
 

whereby most of the costs of infrastructure developrent are
 
assigned to the non-SHHA plots in a development. The rules
 

allocating infrastructure costs among the different plots
 

within a development are of necessity somewhat arbitrary;
 

costs must be classified as primary, secondary, or tertiary
 

infrastructure costs when in fact some of these costs are
 

difficult to separate, being done by the same contractor under
 

a single bid. Then decision rules must be developed that
 

fairly allocate the appropriate parts of the infrastructure
 

costs among plots, depending on their location and their size.
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Only at that point can the cross-subsidization calcu

lations begin, nnd by that point there is a large element of
 

subjectivity in the cost figures. It is a complex issue, and
 

some very good conceptual work has been done by SHHA techni

cians, but implementing the complex guidelines developed have
 

proven to be very difficult.
 

A separate but related issue that has never been
 

addressed in these efforts to allocate costs is the question
 

of third party costs and benefits. A residential or commer

cial plot is surely worth more if it enjoys a pleasant view,
 

and one common complaint about SHHA plots is that the location
 

and orientation of pit latrines is made without due consid

eration of the esthetic effects on the neighborhood.
 

More importantly. it is SHHA policy to spread the total
 

costs of all plots equally among all SHHA plot holders,
 

whereas the proper economic signals could only be sent by
 

charging the marginal cost for the new plots being brought on
 

line. While one can certainly sympathize with the desire to
 

employ cross-subsidies wherever possible to provide minimum
 

standard housing to families who would probably otherwise end
 
up living in squatter settlements, the late arrivals are not
 

bearing the full marginal cost of providing the serviced plots
 

they are receiving. This is pro-growth policy, one that in
 

theory encourages people to move to the urban areas. In fact,
 

it is doubtful that the decision to move to town would be much
 

influenced by the cost of obtaining housing there, and if it
 

is, then a potential immigrant would have to be truly naive to
 

expect to obtain housing at SHHA plot prices, since the
 

waiting list is so long. Probably the primary false incentive
 

to obtain SHHA plots is the fact that so many more people are
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arriving than plots are being provided for that renting out
 

one room of a two-room SHHA house is a very lucrative business
 

enterprise. Heresay evidence indicates that perhaps as many
 

as half of the SHHA houses are in fact renting to other
 

persons, often at rates more than sufficient to pay their SHHA
 
"service" levies. Even though such behavior is against SHHA
 

policy, it is wisely overlooked by SHHA officials. After all,
 

one of the major goals of the SHHA program is and should be to
 

alleviate the pressure for the establishment of squatter
 

settlements.
 

Probably the most dangerous barrier to investment pre

sented by the SHHA programs is their policy on delinquencies.
 

Somehow SHHA plot holders have come to believe that it it not
 

necessary to make their payments for service levies and
 

building materials loans on a timely basis. Delinquency rates
 

run as high as 87 percent on service levies and 88 percent on
 

building materials loans in Lobatse, and are above 50 percent
 

on both everywhere else. Apparently the delinquency problem
 

is not really a refusal to pay -- as much as 80 percent of the
 

assessed fees are still being collected -- but rather reflects
 

a feeling that it is not necessary to pay on a timely basis.
 

This is a very dangerous attitude to allow in a populace that
 

will one day be applying for home improvement loans. It will
 

certainly give any potential lender pause in considering the
 

economic viability of a loan program directed at this group.
 

Another factor in delinquencies is the SHHA system of
 

perpetual service levies. The service levy pays for both
 

infrastructure and recurring service costs. Flowever, in the
 
current system, the households never finish paying for their
 

share of infrstructure. It is understandable that a household
 

may feel frustration at a service levy with no end, which only
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increases over time. Perhaps a better system would be to
 

separate the fixed from recurring costs in the service levy.
 
The fixed costs could be amortized over 20 years. The asset
 

value of the payments could be sold when a household wishes to
 
leave, just as there are assumable mortgages in other
 

countries. This would give the households incentive to pay
 

the levy. After 20 years, the levy would be greatly reduced,
 

for the only component left to be paid would be services, such
 

as water and trash collection.
 

Land Speculation
 

After the shortage of plots and the difficulties created
 

by the prevalence of subsidies in the housing market, the
 

third major barrier to investment in housing in Botswana is
 
the danger that real estate prices will be distorted by a
 

speculative boom. It may sound strange to depict the very
 

healthy desire to invest in real estate that currently exists
 

in this country as a barrier to investment. In and of itself
 

it is not a barrier. But the conditions are such that it
 

easily could become one.
 

Botswana has so much excess liquidity that organizations
 
and institutions that would normally purchase financial assets
 

or lend their money at interest (e.g., insurance companies,
 

retirement funds, etc.) frequently find themselves unable to
 

do so. There are no government bonds to buy, and banks may
 

refuse their deposits. Many of these organizations quite
 

properly perceive investment in real estate as an alternative
 

to allowing their funds to lie idle. But the severe shortage
 

of plots and the prevalence of subsidies have so distorted the
 
prices of real estate that serious misallocation of the
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nation's financial resources and further distortion of real
 

estate prices could well result from the attempt by these
 

institutions to inject large quantities uf funds into the
 

housing market at this time. With 65 to 70 percent of the new
 

plots dedicated to SHHA housing and at least half the remaining
 

plots being assigned to BHC. Where the low level of rents
 

removes much of the incentive to buy, the current system will
 

clearly not deliver enough development land to meet even the
 

current needs of the purely private sector. If the current
 

excess of liquidity does begin to find its way into housing,
 

prices will escalate rapidly, and this will be interpreted as
 

proof that real estate is indeed a good investment alternative.
 

One might be tempted to dismiss this issue with the
 

observation that the eventual losers in such a speculative
 

boom deserve whatever happens to them. Indeed they may, but
 

the price and concomitant resource allocation distortions that
 

would result in such a boom would have serious consequences
 

for the entire housing delivery system. For example, as the
 

recent purchase of the Bonnington Farms area for Gaborone West
 

has shown, higher land prices eventually place a burden on the
 

SHHA plot holder just as surelv as they do on all other
 

participants in the housing market. Further, booms and busts
 

in any industry interfere with the steady growth that is so
 

beneficial in the building of capacity. Trained personnel
 

find themselves with useless skills and machinery and organiza

tions with no function during the depressed periods of such
 

1. Presidential Directive CAB/20/84 states that no further
 
plots will be allocated to private developers but that BHC
 
will be given more resources to enable it to expedite develop
ment of blocks of virgin land in Botswana. Previous policy
 
called for BHC to receive about half of the non-SHHA plots.
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cycles. They usually find alternative occupations or industries,
 

and are not available for the next period of production in the
 

industry.
 

Ardent fans of the market economy may argue that the
 

periodic "housecleaning" effect of the business cycle removes
 

inefficient producers, but this argument loses much of its
 

force in smaller markets. The real estate market in Botswana
 

is sufficiently thin and sufficiently constrained by institu

tional factors that it is difficult to see the benefit of real
 

estate speculation. Anyone who has witnessed land booms in
 

areas where the land available for development is artificially
 

restricted (e.g., Hong Kong, Kuwait) will agree that the
 

potential for damage far exceeds the value of the purge.
 

Botswana is attempting to obtain a balanced, socially desir

able urban growth that is guided, if not completely controlled,
 

by government policy. This reflects a desire to allow the
 

maximum permissible personal freedom in housing decisions and
 

obtain the efficiencies of a market tconomy to the extent
 

possible while still insisting that the needs of the poor,
 

those who have few economic resources to make demands through
 

the marketplace, are met to some minimum standard. It is
 

doubtful that 65 percent of the plots would be allocated to
 

lowincome housing in the absence of these policies, even
 

though 65 percent of the households need such housing. Having
 

intervened to this extent in the housing and real estate
 

market, the GOB has ample justification, if not a responsi

bility, to take an active role in ensuring that the free
 

market forces are not allowed to produce a ruinous speculative
 

boom.
 



95.
 

Barriers to Growth in the Primary Growth Areas
 

In discussing the barriers to investment in housing in
 

the primary growth areas, the first issue is land tenure.
 

Briefly, under current law it is not possible for a homeowner
 

in these areas to gain title to his land because it is not
 

really his land. It is tribal land that has been allocated to
 

him by the Land Board for his tenancy. Proposals currently
 

being considered have their origins in a Presidential Commis

sion appointed to study the issue. Their original recommenda

tion that homeowners be allowed to convert their tenancy
 

rights to freehold title have been rejected, but a compromise
 

that seems to meet the needs of all parties has been recommended
 

and seems likely to be adopted by the government. Rather than
 

freehold title, the tenant would have the option of converting
 

his tenancy right into a 99-year lease, subject to Land Board
 

approval. A 99-year lease is certainly an adequate legal
 
instrument upon which to base home mortgages, and if this
 

policy change is adopted, the tenure issue may be settled
 

effectively and satisfactorily.
 

As is often the case in developing housing delivery
 

systems, the removal of one barrier (the land tenure issue)
 

will only expose another. In this case the next barrier that
 

will emerge is one that can and should be removed: the inad

equacy of planning and development control mechanisms for
 

these primary growth areas. The Department of Town and
 

Regional Planning already has a heavy work load, so examin

ation of this organization will be required if this additional
 

burden is to be assumed by that department. It should be
 

emphasized that the planning and monitoring functions for
 

these areas will require close coordination with the Land
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Boards and District Councils and will be a complex and politi

cally sensitive task. Accomplishing this task is necessary
 

not only to facilitate housing finance through the financial
 

intermediaries, but also to lay the necessary foundation for
 

the establishment of SHHA-type programs in these villages.
 

Such programs will be the primary agents for the provision of
 

minimum standard housing in this area, since income levels are
 

even lower than in the urban areas.
 

Availability of Housing Finance in Botswana
 

Botswana may be the only country in the world where the
 

amount of automobile finance provided by the financial system
 

exceeds the amount of housing finance. The two figures are
 

very close, and automobile finance is growing very rapidly
 

while housing finance is not. While one may question the
 

wisdom of government policies that have produced this situa

tion, it does not mean that Botswana is bereft of housing
 

finance institutions. Nor does it mean that GOB credit
 

policies have been unenlightened. A mortgage guarantee policy
 

is in place that should provide a secure underpinning for a
 

well-developed housing finance system. The interesting
 

question is why the recently enacted government guarantee on
 

automobile loans has produced such a large volume of auto

mobile credit while the comparable housing mortgage guarantee
 

has not had a similarly dramatic effect. Basically, there
 

appear to be three reasons. First, there is no provider of
 

automobiles comparable to BHC who rents at very low rates
 

while selling at replacement cost. Second, commercial banks
 

are only too happy to provide the relatively short-term credit
 

needed to finance automobiles whereas they do not in general
 

want to make the longer term mortgages necessary to finance
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housing. Third, there is no shortage of automobiles to buy,
 

whereas there is a very definite shortage of houses available
 

for purchase.
 

It has been difficult to assess the relative importance
 

of these three factors in explaining the modes- performance of
 

the housing finance sector in Botswana. Commercial banks make
 

housing loans to their own employees, and on concessional
 

terms in some cases, but they claim that they make very few
 

such loans because their employees cannot find houses to buy.
 
The Botswana Building Society, on the other hand, says that
 

they could make many more housing loans if they had more funds
 

to lend.
 

Botswana Building Society
 

The Botswana Building Society (BBS) began operation in
 

1972 as a branch of a South African building society. It has
 

total assets of about P23 million. It relies primarily on
 

investments for its funds, with only about P3.25 million in
 

deposits, largely in savings accounts up to P2500. Of the 85
 

percent of its liabilities that are investments, more than
 

half come from the GOB. While BBS is not a parastatal, it is
 

as close to being a parastatal as possible for a private
 

sector organization to Lbe, and it is clear that the GOB views
 

it in very much the same way as it does the parastatals. BBS 

has a P3.1 million allocation from the PDSF to ensure avail

ability of mortgage funds (a 10 percent 20-year loan) , and 

follows a policy of not lending to ex-patriots, a policy that 

is certainly not founded on profit-maximizing principles. The 

BBS currently has about P16 million outstanding in housing 

mortgages, all at variable rates set by the Bank of Botswana. 

About 70 percent of these loans are in Gaborone, with the rest 
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concentrated mostly in Francistown, though the society also
 

has a branch in Selebi-Phikwe and an agency in Lobatse.
 

The BBS, with 42 employees, has offices in downtown
 

Gaborone, as well as a recently built, multi-story facility in
 
Broadhurst where its headquarters have just been located. The
 

society appears to use modern management and data processing
 

procedures with in-house computer facilities, and is well set
 

up to process housing loans as well as up-to-date account of
 

its customers' deposits. The primary source of housing loan
 

activity seems to be households that want to buy the BHC
 
housing units they currently occupy. BBS has rather standard
 

requirements of its borrowers, never loaning an amount that
 

would cause monthly payments to exceed 25 percent of the
 

household's monthly income. Because BHC rents houses under
 

the same criterion, one might expect that many households
 

would want to buy the BHC houses they occupy. But because BHC
 

rents at such concessional rates, most of the families that
 

live in BHC housing cannot qualify to buy the houses that they
 

rent. It seems likely that if BHC were to raise its rental
 

rates to a level that more closely reflected the selling price
 

of the house, BBS would have a much greater demand for housing
 

loans. Even under the current circumstances, however, the
 

society reports that a shortage of funds is the greatest
 

constraint on its level of lending.
 

Maximum BBS terms are for 25 years, but if either the
 

house or the borrower is "older," shorter terms may be ze

quired. Current interest rate levels on these loans is set at
 

13 percent per year on loans not exceeding P20,000, and 14
 

percent per year for larger loans. The reason for this break
 

in rates is that the government mortgage guarantee covers only
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the purchase price of any freehold or long leasehold house
 

that does not cost more than P25,000. The normal maximum loan
 

is 75 percent, but by virtue of an agreement between the
 

Society and the GOB, this can be increased to 95 percent with
 

the GOB guaranteeing the balance of 20 percent for citizens
 

who wish to buy or build a house for owner-occupation. BBS
 

loan amounts are based, of course, on the appraised value of
 

the home rather than its selling price, and there are certain
 

closing costs. Any excess of home price over P25,000 would be
 

subject to the maximum loan of 75 percent. In addition, if
 

the price exceeds P20,000 the buyer is liable for Transfer
 

Duty at the rate of 5 percent of the price in excess of
 

P20,000.
 

The Botswana Building Society is a small financial
 

institution, even by local standards but it is well run, and
 

the only financial institution in Botswana that is completely
 

dedicated to housing finance. The Society even expresses a
 
desire to develop housing loan programs for low income house

holds, including the possibility of making home improvement
 

loans to SHHA plot holders who have converted their Certificate
 

of Rights to some kind of title that provides a satisfactory
 

basis for a mortgage. The optimal policy for Botswana in
 

housing finance would be to provide the secondary mortgage
 

market necessary to encourage commercial banks to make housing
 

loans to middle and upper income households, while at the same
 

time providing the BBS with the additional resources and 

technical support needed to provide housing finance to the 

lower middle and low income households. 

The barriers to implementing this policy are significant.
 

Currently both BHC and SHHA are financing more housing units
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than BBS, through neither is currently using the home mort-.
 

gage as a way of doing this. BHC finances the housing units
 

that it owns, and SHHAs seems committed to a policy of collect

ing payments, though ineffectually, in perpetuity from all
 
SHHA plot holders. Neither is doing all that it could to
 

foster home ownership in Botswana. It would be an easy move
 

for BHC to move into financing as well as building and renting
 

housing units, and it might be desirable to encourage this,
 

especially if BHC were to begin producing cheaper housing
 

units, such as its industrial units, in the major urban areas.
 

SHHA should definitely consider moving in the direction of
 

offering plot holders the long term, of hope of meaningful
 

home ownership. Current policies in this regard are best
 

described as tentative, but they offer the best long-term
 

prospects for resolving the growing problem of delinquency in
 

service levy payments. In combination with a program to
 

provide SHHA plot holders who have paid off their building
 

materials loans and are "paid up" on their service levies with
 

a chance to obtain home improvement loais through the BBS,
 

such policies offer the best long-term p..ospects of converting
 

the SHHA plots into the middle income housing they should be.
 

Concluding Remarks
 

One of the questions that arose repeatedly in this
 

exercise is why Botswana was considering more foreign loans at
 

non-concessional rates to finance housing when there was such
 

an excess of liquidity in the country already.
 

Botswana has suffered recurring bouts of excess liquidity
 

over the last several years. These occurrences are the
 

product of a number of relatively rare conditions coming
 

together in Botswana:
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The central government has never had very big
 
deficits, and during prosperous periods the
 
government has actually accumulated quite a
 
surplus (about P300 million on deposit at the
 
Bank of Botswana), and enough foreign exchange
 
reserves to pay for seven to ten months'
 
imports (about P600 million in foreign ex
change);
 

A number of parastatal organizations maintain
 
large deposit balances with commercial banks;
 

There are virtually no bonds, commercial
 
papers, mortgages, or other debt instruments
 
for sale, primarily because the pula is such a
 
young currency;
 

Minimum lending and deposit rates as well as
 
deposit terms are specified by the Bank of
 
Botswana, so the market for credit cannot clear
 
itself of excess liquidity through downward
 
adjustments in interest rates; and
 

Controls exist on foreign exchange transactions
 
by citizens of Botswana, but through Botswana's
 
participation in a large free trade area its 
citizens have almost unlimited access to the 
most sophisticated consumer goods. 

This last point may seem incidental, but the ease of
 

using pulas to buy whatever one needs removes a potentially
 

strong source of desire to hold other currencies, a desire
 

which might otherwise place downward pressure on the value of
 

the pula. It is this access to foreign markets that makes it
 

possible for literally millions of pula to be washing around
 

the financial system looking for some place to earn some rate
 

of return in Botswana without spilling over into other cur

rencies, either through legal exchange transactions or through
 

black market. The Pula has been strong relative to other
 

available currencies such as the South African Rand, so even
 

the Pula holder who has the legal right to seek a better rate
 

of return in the international currency market must proceed
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cautiously or face the real possibility of exchange rate
 

losses when he repatriates his investments. In most countries
 

the financial intermediaries are the agents of foreign ex
change transactions. Since there is not forward market in
 

Pulas, financial intermediaries would have to bear this risk
 

themselves.
 

In sum, the government is in such firm control of the
 

credit market, the money supply, and the foreign exchange
 

rates that there is not place for normal risk-taking activity
 

by financial intermediaries. If they were to take a position
 

on the forward exchange rate, the course of interest rates,
 
the continued availability of credit, or even the shape of the
 

yield curve, they would simply be betting on what government
 

policies would be. Clearly the government itself is in a
 
better position to do this than any other organization. In
 

fact, the government has arranged with some of the parastatals
 

to assume the exchange rate risk beyond a certain point, and
 

the Bank of Botswana has indicated that such arrangements
 

would be possible with financial institutions as well, as part
 

of a BDB-approved housing finance plan.
 

The problem, then is how to utilize the very liquid short
 

term balances that abound in Botswana to finance housing.
 
Some institutions are doing this by investing directly in real
 

estate, but this is not an ideal solution. It would be much
 

more desirable to have them provide financing for housing in
 

the private market if such housing could be produced, i.e., if
 

lots were made available. An increase in the proportion of
 

lots being sold at market prices might even provide a new
 

source of finance for low-income housing if the profits could
 

be channeled to providing infrastructure for more plots.
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If a meaningful private housing sector were to develop in
 

Botswana, it would need more long term finance than is cur

rently available, though it would not need anything like the
 

quantities that are currently available in short term finance.
 

Again, the question is how to convert a part of these avail

able short term balances to the long term balance needed to
 

finance housing.
 

One possible solution would be for the Bank of Botswana
 

or some other GOB agency to arrange a line of credit that
 

would serve the function of the non-existent secondary mort

gage market. Since the government is currently borrowing at
 

rates up to 14.5% (although in small quantities) and lending
 

at 10% it seems that there is more than an adequate spread to
 

pay the commitment fees on a line of credit established with a
 

foreign bank specifically to guarantee to financial insti

tutions in Botswana that they could sell any housing mortgages
 

they might hold whenever they needed liquidity.
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Apperodix A 

Five Year Projections 
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1984 1985 1986 1987 1988 

Urban Areas 

Population (1000s) 182.93 194.70 207.40 220.90 235.30 
Annual Growth Rate % 0.00 6.43 6.52 6.51 6.52 
Average Household Size 5.00 5.00 5.00 5.00 5.00 
Total Households (1000s) 36.59 38,94 41.48 44.18 47.06 
New Households per Year 0.00 2.35 2.54 2.70 2.88 

Primary Growth Areas 

Population (1000s)' 
Annual rowth Rate % 

150.02 
0.00 

157.50 
4.99 

165.40 
5.02 

173.60 
4.96 

182.30 
5.01 

Average Household Size 6.00 6.00 6.00 S.00 6.00 
fotal Households (1000s) 25.00 26.25 27.57 28.93 30.38 
New Households per Year 0.00 1.25 1.32 1.37 1.45 

Rural Areas 

Population (1000s) 
Annual Growth Rate % 

695.80 
0.00 

709.70 
2.00 

723.90 
2.00 

738.40 
2.00 

753.20 
2.00 

Average Household Size 6.00 6.00 6.00 6.00 6.00 
Total Households (1000s) 
New Households per Year 

115.97 
0.00 

118.28 
2.32 

120.65 
2.37 

123.07 
2.42 

125.53 
2.47 

Country 

Population (1000s) 1028.75 1061.90 1096.70 1132.90 1170.80 
Annual Growth Rate 0.00 3.22 3.28 3.30 3.35 
Average Household Size 5.73 5.79 5.78 5.77 5.77 
Total Households (1000s) 177.56 183.47 189.70 196.18 202.98 
New Households per Year 0.00 5.92 6.22 6.48 6.80 
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1984 1985 1986 1987 1988 

National Income (Constant Units) 

GDP (Millions of units) 900.00 937.80 977.19 1018.23 1061.00 
GDP Ann. Growth Rate % 0.00 4.20 4.20 4.20 4.20 

Agricultural GDP (Mill.) 360.00 362.93 365.47 367.58 370.29 
Non Agri. GDP (Mill.) 540.00 574.87 611.72 650.65 690.71 

Urban Areas 

Mean Annual Disposable Income 
All Households (1000s) 2.60 2.60 2.60 2.59 2.59 

Annual Growth Rate of 
Mean Household Inomce % 0.00 0.02 -0.11 -0.14 -0.34 

Quintile Mean Incomes (1000s) 
1 0.19 0.20 0.19 0.19 0.19 
2 0.72 0.72 0.71 0.71 0.71 
3 1.36 1.37 1.36 1.36 1.36 
4 2.73 2.73 2.73 2.72 2.71 
5 8.00 8.00 7.99 7.98 7.95 

Primary Growth Areas 

Mean Annual Disposable Ircorme 
All Househ,-,lds (1000s) 2.34 2.37 2.40 2.44 2.46 
Arnual Growth Rate of 

Mean Household Inc,_-me % 0.00 1. 40 1.33 1.34 1.09 

Duintile Mean Irccomes (1000s) 
1 0.40 0.40 0.41 0.41 0.42 
2 0.77 0.78 0.79 0.80 0.81 
3 1.16 1.17 1.19 1.21 1.22 
4 1.83 1.85 1.88 1.90 1.92 
5 7.55 7.65 7.75 7.86 7.94 

Rural Areas 

lean Anrual Disposable I ncomer,ie 
All Households (1000s) 2.11 2.09 2.06 2.03 2.00 

]rInual Growth Rate of 
Mean Household Incomr~e % 0.00 -1. 16 -1.28 -1,40 -1.24 

luir,tile Mean Inco_-mes (1000s) 
1 0.36 0.35 0.35 0.35 0.34 
2 0.70 0.69 0.68 0.67 0.66 
3 1.04 1.03 1.02 1.00 0.99 
4 1.65 1.63 1.61 1.58 1.56 
5 6.80 6.73 6.A4 A.95 A-47 
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DESIGN STANDARDS AND COSTS
 

1984 


Average Inflation Rate % 0.00 
Constructiorn Cost Esc. % 0.00 

Urbarn Areas 

Price Minimum Standard Formal 
Sector Housing (Level 3) 12.20 

Design Cost New Housing Unit
 
(Level 2) 1.94 


Design Cost Upgrade Existing Unit 
(Level 1) 0.62 
Value of an Upgradable Unit 

(Add. to upgrade cost) 0.30 
Primary Growth Areas 

Price Minimum Standard Formal. 
Sector Housing (Level 3) 12.10 


Design Ccost New Housirng Unit
 
(Level 2) 1.67 


Design Ccost Upgrade Existing Unit 
(Level 1) 0.33 


Value of an Upgradable Unit 
(Add. to upgrade cost) 0.20 

Rural Areas 

Price Minimurm Stardard Formal 
Sector Housing (Level 3) 12.05 

Design Cost New Housing Unit 
(Level 2) 1.42 


Design Cost Upgrade Existing Unit
 
(Level 1) 0.33 


Value of an Upgradable Unit 
(Add. to upgrade cost) 0.10 


1985 


12.00 

12.00 


12.20 

1.94 


0.62 


0.30 

12.10 


1.67 


0.33 


0.20 

12.05 

1.42 


0.33 


0.10 
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1986 1987 1988 

12.00 
12.00 

12.00 
12.00 

12.00 
12.00 

12.20 

1.94 

0.62 

0.30 

12.20 

1.94 

0.62 

0.30 

12.20 

1.94 

0.62 

0.30 

12.10 

1.67 

0.33 

0.20 

12.10 

1.67 

0.33 

0.20 

12.10 

1.67 

0.33 

0.20 

12.05 

1.42 

0.33 

0.10 

12.05 

1.42 

0.33 

0.10 

12.05 

1.42 

0.33 

0.10 
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1984 


Urban Areas
 

Dwelling Units by Construction Standard
 

Acceptable Construction 29.60 

(Annual Planned Repl. ) 0.00 


Non-Upgradable Construct. 0.81 

(Annual Planned Repl.) 0.00 


Upgradable Construction 10.14 

(Planned Ann. Upgrading) 0.00 


Total Dwelling Units 40.55 

Total Overcrowded Units 0.00 

Planned Annual Construction to
 
Relieve Overcrowding 0.00 


New Households/Year 0.00 

Construction New Units/Yr 0.00 
Total Construction/Year 0.00 


Primary Growth Areas 

Dwelling Units by Construction Standard 

Acceptable Construct ion 13.28 
(Annual Planned Repl.) 0.00 

Non-Upgradable Construct. 0.72 
(Annual Planned Repl.) 0.00 

Upgradable Construction 21.90 
(Planned Ann. Upgrading) 0.00 

Total Dwelling Units 35.90 
Total Overcrowded Units 0.00 
Planned Annual Construction to 
Relieve Overcrowding 0.00 

New Households/Year 0.00 
Construction New Units/Yr 0.00 
Total Construction/Year 0.00 

1985 


33.35 

0.59 

0.65 

0.16 

8.90 

1.24 


42.90 

0.00 


0.00 
2.35 

3. 11 

4.35 


15.70 
0.27 
0.65 
0.07 
20.80 

1.10 


37.15 

0.00 

0.00 

1.25 

1.58 
2.68 


1986 


37.29 

0.59 

0.49 

0.16 

7.66 

1.24 


45.44 

0.00 


0.00 
2.54 

3.29 

4.53 


18. 18 
0.27 
0.58 
0.07 
19.70 

1.10 


38.46 

0.00 

0.00 

1.32 
1.65 
2.75 


1987 1988
 

41.39 45.67
 
0.59 0.59
 
0.33 0.17
 
0.16 0.16
 
6.42 5.18
 
1.24 1.24
 

48.14 51.02
 
0.00 0.00
 

0.00 0.00 
2.70 2.88
 
3.45 3.63
 
4.69 4.87
 

20.72 23.34 
0.27 0.27 
0.51 0.44
 
0.07 0.07 

18. "0 17.50 
1.10 1.10
 

39.83 41.28
 
0.00 0.00 

0.00 0.00
 
1.37 1.45 
1.70 1.79 
2.80 2.89
 



BOTSWANA BASE CASE
 
HOUSING STOCK AND REPLACEMENT (CONTINUED)
 

Rural Areas 

Dwelling Units by Construct ion Standard 

Acceptable Construction 17.34 24.59 31.88 39.23 46.63 
(Annual Planned Repl.) 0.00 0.35 0.35 0.35 0.35 

Non-Upgradable Construct. 0.00 0.00 0.00 0.00 0.00 
(Annual Planned Repl.) 0.00 0.00 0.00 0.00 0.00 

Upgradable Construction 156.10 151.17 146.24 141.31 136.38 
(Planned Ann. Upgrading) 0.00 4.93 4.93 4.93 4.93 

Total Dwelling Units 173.44 175.76 178.12 180.54 183.01 
Total Overcrowded Units 0.00 0.00 0.00 0.00 0.00 
Planned Annual Corstruction to 
Relieve Overcrowding 0.00 0.00 0.00 0.00 0.00 

New Households/Year 0.00 2.32 2.37 2.42 2.47 
Construction New Units/Yr 0.00 2.66 2.71 2.76 2.81 
Total Construction/Year 0.00 7.59 7.64 7.69 7.74 

TOTAL COUNTRY 

New Construction/Year 0.00 7.35 7.66 7.92 8.23 
Total Constructiion/Year 0.00 14.62 14.93 15.19 15.50 



BOTSWANA BASE CASE 
AFFORDABLE CAPITAL COSTS 110. 

Urban Areas 

Interest Rate (%) 
Loan Term (YEars) 
Downpayment Required (%) 

11.00 
20.00 

0.00 

1984 1985 1986 1987 1988 

Thousands of Currency Units 

Quintile I 

Mean Annual Income 
% Available for Housing 
% Needed for Recurr. Exp. 
Monthly Income for Mortg. 
Affordable Dwelling Cost 

0.19 
25.00 
20.00 

0.00 
0.31 

0.20 

0.00 
0.31 

0. 19 

0.00 
0.31 

0. 19 

0.00 
0.31 

0. 19 

0.00 
0.31 

Quintile 2 

Mean Annual Income 
% Available for Housing
% Needed for Recurr. Exp. 
Monthly Income for Mortg. 
Affordable Dwelling Cost 

0.72 
25.00 
20.00 
0.01 
1.15 

0.72 

0.01 
1.15 

0.71 

0.01 
1.15 

0.71 

0.01 
1.15 

0.71 

0.01 
1.15 

Quintile 3 

Mean Annual Income 
% Available for Housing 
% Needed fc,r Recurr. Exp. 
Monthly Income for Mortg. 
Affordable Dwelling Cost 

1.36 
27.50 
20.00 

0.03 
2.42 

1.37 

0.03 
2.42 

1.36 

0.03 
2.42 

1.36 

0.02 
2.42 

1.36 

0.02 
2.41 

Quintile 4 

Mean Annual Income 
% Available for Housing 
% Needed for Recurr. Exp. 
Monthly Income for Mortg. 
Affordable Dwelling Cost 

2.73 
30.00 
20.00 
0.05 
5.29 

2.73 

0.05 
5.29 

2.73 

0.05 
5.29 

2.72 

0.05 
5.;8 

2.71 

0.05 
5.26 

Quintile 5 

Mean Annual Income 
% Available for Housing 
% Needed for Recurr. Exp.
Monthly Income for Mortg. 
Affordable Dwelling Cost 

8.00 
30.00 
20.00 

0. 16 
15.49 

8.00 

0. 16 
15.49 

7.99 

0.16 
15.48 

7.98 

0. 16 
15.46 

7.95 

0. 16 
15.40 



BOTSWANA BASE CASE 
AFFORDABLE CAPITAL COSTS 111. 

Primary Growth Areas 

Interest Rate (%) 
Loan Term (Years) 
Downpayment Required (%) 

11.00 
20.00 
0.00 

1984 1985 1986 1987 1988 

Thousands of Currency Units 

Quintile 1 

Mean Annual Income 
% Available for Housing 
% Needed for Recurr. Exp. 
Monthly Income for Mortg. 
Affordable Dwelling C,-,st 

0.40 
25.00 
20.00 
0.01 
0.64 

0.40 

0.01 
0.65 

0.41 

0.01 
0.66 

0.41 

0.01 
0.67 

0.42 

0.01 
0.68 

Quint ile 2 

Mean Annual Income 
% Available for Housing 
% Needed for Recurr. Exp.
Monthly Income for Mortg. 
Affordable Dwelling Cost 

0.77 
25.00 
20.00 

0.01 
1.25 

0.78 

0.01 
1.26 

0.79 

0.01 
1.28 

0.80 

0.01 
1.30 

0.81 

0.01 
1.31 

Quintile 3 

Mean Annual Income 
% Available for Housing 
% Needed for Recurr. Exp. 
Monthly Income for Mortg. 
Affordable Dwelling Cost 

1. 16 
27.50 
20.00 
0.02 
2.06 

1.17 

0.02 
2.09 

1. 19 

0.02 
2.11 

1.21 

0.02 
2.14 

1.22 

0.02 
2.17 

Quintile 4 

Mean Annual Income 
% Available for Housing 
% Needed for Recurr. Exp, 
Monthly Incormie for Mortg. 
Affordable Dwelling Cost 

1.83 
30.00 
20.00 
0.04 
3.54 

1.85 

0.04 
3.59 

1.88 

0.04 
3.63 

1.90 

0.04 
3.68 

1.92 

0.04 
3.72 

Quintile 5 

Mean Annual Income 
% Available for Housing 
A Needed for Recurr. Exp.
Monthly Income for Mortg. 
Iffordable Dwelling Cost 

7.55 
30.00 
20.00 
0.15 
14.62 

7.65 

0.15 
14.83 

7.75 

0. 16 
15.02 

7.86 

0.16 
15.23 

7.94 

0. 16 
15.39 



BOTSWANA BASE CASE 
AFFORDABLE CAPITAL COSTS 

112. 

Rural Areas 

Interest Rate (%) 
Loar, Term (Years) 
Downpayment Required (%) 

11.00 
20.00 
0.00 

1984 1985 1986 1987 1988 

Thousands of Currer y Units 

Quirtile 1 

Mean Arnual Income 
% Available for Housing 
% Needed for Recurr. Exp. 
Monthly Income for Mortg. 
Affordable Dwellirng Cost 

0.36 
25.00 
20.00 
0.01 
0.58 

0.35 

0.01 
0.57 

0.35 

0.01 
0.57 

0.35 

0.01 
0.56 

0.34 

0.01 
0.55 

Quintile 2 

Mean Arnual Inc,-,me 
% Available for Housing
% Needed for Recurr. E.p. 
Monthly Income for Mortg. 
Affordable Dwelling Cost 

0.70 
25.00 
20.00 
0.01 
1.12 

0.69 

0.01 
1.11 

0.68 

0.01 
1.10 

0.67 

0.01 
1.08 

0.66 

0.01 
1.07 

Quintile 3 

Mean Annrual Income 
% Available for Housing 
% Needed for Recurr. Exp.
Monthly Income for Mortg. 
Affordable Dwelling Cost 

1.04 
27.50 
20.00 
0.02 
1.86 

1.03 

0.02 
1.83 

1.02 

0.02 
1.81 

1.00 

0.02 
1.78 

0.99 

0.02 
1.76 

Quint ile 4 

Mean Annual Ircome 
% Available for Housing 
% Needed for Recurr. Exp. 
Monthly Income for Mortg. 
Affordable Dwelling Cost 

1.65 
30.00 
20.00 
0.03 
3.19 

1.63 

0.03 
3.15 

1.61 

0.03 
3.11 

1.58 

0.03 
3.07 

1.56 

0.03 
3.03 

Quintile 5 

Mear Annual Income 
% Available for Housing 
% Needed for Recurr. Exp. 
Monthly Income for Mortg. 
Affordable Dwelling Cost 

6.80 
30.00 
20.00 

0. 14 
13.19 

6.73 

0. 13 
13.03 

6.64 

0.13 
12.87 

6.55 

0.13 
12.69 

6.47 

0.13 
12.53 



BOTSWANA BASE CASE 
 113. 
AFFORDABLE COSTS BY INCOME CLASS AND REGION
 

1984 1985 1986 1987 1988 

(Thousands of Currency Units) 

Urban Areas 

Affordable Costs by Quintile 

1 0.31 0.31 0.31 0.31 0.31 
2 1.15 1.15 1.15 1.15 1.15 
3 2.42 2.42 2.42 2.42 2.41 
4 5.29 5.29 5.29 5.28 5.26 
5 15.49 15.49 15.48 15.46 15.40 

Primary Growth Areas 

Affordable Costs by Quintile 

1 0.64 0.65 0.66 0.67 0.68 
2 1.25 1.26 1.28 1.30 1.31 
3 2.06 2.09 2.11 2.14 2.17 
4 3.54 3.59 3.63 3.68 3.72 
5 14.62 14.83 15.02 15.23 15.39 

Rural Areas 

Affordable Costs by Quintile 

1 0.58 0.57 0.57 0.56 0.55 
2 1.12 1.11 1.10 1.08 1.07 
3 1.86 1.83 1.81 1.78 1.76 
4 3.19 3.15 3.11 3.07 3.03 
5 13.19 13.03 12.87 12.69 12.53 



BOTSWANA BASE CASE
 
QUINTILE DESIGN COSTS CLASSIFICATION 114.
 

1984 1985 1986 1987 1988 

Urban Areas 

Quintile 1 
Affordable Costs 0.31 0.31 0.31 0.31 0.31 
Affordable Level 0.00 0.00 0.00 0.00 0.00 
Design Cost 0.00 0.00 0.00 0.00 0.00 

Quintile 2 
Affordable Costs 1.15 1.15 1.15 1.15 1.15 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.62 0.62 0.62 0.62 0.62 

Quintile 3 
Affordable Costs 2.42 2.42 2.42 2.42 2.41 
Affordable Level 2.00 ;.00 2.00 2.00 2.00 
Design Cost 1.94 1.94 1.94 1.94 1.94 

Quintile 4 
Affordable Costs 5.29 5.29 5.29 5.28 5.26 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.94 1.94 1.94 1.94 1.94 

Quintile 5 
Affordable Ccosts 15.49 15.49 15.48 15.46 15.40 
Affordable Level 3.00 3.00 3.00 3.00 3.00 
Design Cost 12.20 12.20 12.20 12.20 12.20 



BOTSWANA BASE CASE
 
QUINTILE DESIGN COSTS CLASSIFICATION (CONTINUED) 115.
 

Primary Growth Areas 
Quint i les 

Quintile I 
Affordable Cost 0.64 0.65 0.66 0.67 0.68 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 2 
Affordable Cost 1.25 1.26 1.28 1.30 1.31 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 3 
Affordable Cost 2.06 2.09 2.11 2.14 2.17 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.67 1.67 1.67 1.67 1.67 

Quintile 4 
Affordable Cost 3.54 3.59 3.63 3.68 3.72 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.67 1.67 1.67 1.67 1.67 

Quintile 5 
Affordable Cost 14.62 14.83 15.02 15.23 15.39 
Affordable Level 3.00 3.00 3.00 3.00 3.00 
Design Co:st 12. 10 12. JO 12. 10 12. 10 12. 10 



BOTSWANA BASE CASE
 
QUINTILE DESIGN COSTS CLASSIFICATION (CONTINUED) 116.
 

Rural Areas 
Quintiles 

Quintile I 
Affordable Costs 0.58 0.57 0.57 0.56 0.55 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 2 
Affordable Costs 1.12 1.11 1.10 1.08 1.07 
Affordable Level 1.00 1.00 1.00 1.00 1.00 
Design Cost 0.33 0.33 0.33 0.33 0.33 

Quintile 3 
Affordable Costs 1.86 1.83 1.81 1.78 1.76 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.42 1.42 1.42 1.42 1.42 

Quintile 4 
Affordable Costs 3.19 3.15 3.11 3.07 3.03 
Affordable Level 2.00 2.00 2.00 2.00 2.00 
Design Cost 1.42 1.42 1.42 1.42 1.42 

Quintile 5 
Affordable Costs 13.19 13.03 12.87 12.69 12.53 
Affordable Level 3.00 3.00 3.00 3.00 3.00 
Design Co,st 12.05 12.05 12.05 12.05 12.05 



BOTSWANA BASE CASE 
TARGET GROUP IDENTIFICATION 117. 

1984 1985 1986 1987 1988 

Thousands of Households 

Urban Areas 

Affordable Level 0 0.00 0.94 0.98 1.01 1.04 
Affordable Level 1 0.00 0.94 0.98 1.01 1.04 
Affordable Level 2 0.00 1.88 1.95 2.02 2.09 
Subtotal, Target Group 0.00 3.76 3.91 4.03 4.18 

Affordable Level 3 0.00 0.59 0.63 0.66 0.69 

Total 0.00 4.35 4.53 4.69 4.87 

Primary Growth Areas 

Affordable Level 0 0.00 0.00 0.00 0.00 0.00 
Affordable Level 1 0.00 1.19 1.22 1.24 1.27 
Aff,-,rdable Level 2 0.00 1.19 1.22 1.24 1.27 
Subtotal, Target Group 0.00 2.38 2.44 2.48 2.54 

Aff:rdable Level 3 0.00 0.30 0.32 0.33 0.34 

Total 0.00 2.68 2.75 2.80 2.89 

Rural Areas 

Affordable Level 0 0.00 0.00 0.00 0.00 0.00 
Affordable Level 1 0.00 3.53 3.55 3.57 3.59 
Affordable Level 2 0.00 3.53 3.55 3.57 3.59 
Subtotal, Target Group 0.00 7.06 7.10 7.14 7.18 

Affordable Level 3 0.00 0.53 0.54 0.55 0.56 

Total 0.00 7.59 7.64 7.69 7.74 



BOTSWANA BASE CASE
 
TARGET GROUP INVESTMENT AND SUBSIDY REQUIREMENTS
 

1984 1985 1986 1987 1988 

Country 

Target Households (1000s) 
Not Requiring SLbsidy 0.00 9.92 10.05 10.15 10.28 
Requiring Subsioy 0.00 3.27 3.40 3.50 3.63 
T,,t a1 0.V 13.20 13.44 13.65 13.90 

Target Group Cost (Millions)
Subsidy Portior 
Supported by Target Group 

0.00 
0.00 

2.77 
10.02 

2.89 
10.33 

3.00 
10.60 

3. 13 
10.91 

Total 0.00 12.79 13.23 13.60 14.04 

Urban Areas 

Target Households (1000s) 
Not Requiring Subsidy 0.00 2. 19 2.26 2.33 2.40 
Requiring Subsidy 0.00 1.57 1.64 1.71 1.78 
Total 0.00 3.76 3.91 4.03 4.18 

Target Group Cost 
Subsidy Portion 

(Millions) 
0.00 1.70 1.79 1.87 1.96 

Supported by Target Group 0.00 3.95 4. 15 4.31 4.50 
Total 0.00 5.65 5.94 6.19 6.47 

Primary Growth Areas 

Target Households (1000s) 
Not Requiring Subsidy 0.00 1.74 1.77 1.79 1.82 
Requiring Subsidy 0.00 0.64 0.67 0.69 0.72 
Total 0.00 2.38 2.44 2.48 2.54 

Target Group Cost (Millions) 
Subsidy Portion 
Supported by Target Group 

0.00 
0.00 

0.45 
2.04 

0.46 
2. 12 

0.47 
2. 18 

0.48 
2.28 

Total 0.00 2.49 2.59 2.65 2.76 

Rural Areas 

Target Households (1000s)
Not Requiring Subsidy 0.00 6.00 6.02 6.04 6.06 
Requiring Subsidy 0.00 1.07 1.09 1.11 1.13 
Total 0.00 7.06 7.10 7.14 7.18 

Target Group Cost (Millions)
Subsidy Portion 
Supported by Target Group 

0.00 
0.00 

0.61 
4.03 

0.63 
4.06 

0.66 
4.10 

0.68 
4.13 

Total 0.00 4.64 4.70 4.76 4.81 



BOTSWANA BASE CASE
 
HOUSING INVESTMENT IN RELATION TO GDP 
 119.
 

1984 1985 1986 1987 1988 

(Millions of Currency Units) 

Country 

Total Housing Expend. 93.32 96.11 98.98 101.91 105.02 

Non-target Group Invest. 0.00 20.56 21.43 22.16 23.03 
Target Group Investment 0.00 23.83 24.24 24.57 24.97 
Subsidy Required 0.00 2.77 2.89 3.00 3.13 
Total Housing Investment 0.00 47. 15 48.57 49.73 51. 13 

Urban Areas 

Total Housing Expend. 22.36 23.81 25.33 26.95 28.60 

Non-target Group Invest. 0.00 9. 13 9.70 10. 18 10.70 
Target Group Investrment 0.00 8.26 8.59 8.87 9. 17 
Subsidy Required 0.00 1.70 1.79 1.87 1.96 
Total Housing Investment 0.00 19.09 20.08 20.92 21.82 

Primary Growth Areas 

Total Housing Expend. 13.69 14.58 15.51 16.50 17.51 

Non-target Group Invest. 0.00 4.48 4.75 4.97 5.28 
Target Group Investmr,ent 0.00 4.29 4.46 4.60 4.79 
Subsidy Required 0.00 0.45 0.46 0.47 0.48 
Total Housing Investment 0.00 9.23 9.68 10.04 10.55 

Rural Areas 

Total Housing Expend. 57.26 57.73 58. 13 58.47 58.90 

Non-target Group Invest. 0.00 6.90 6.98 7.01 7.05 
Target Group Investment 0.00 11.28 11.20 11. 10 11.02 
Subsidy Required 0.00 0.61 0.63 0.66 0.68 
Total Housing Investment 0.00 18.83 18.81 18.77 18.75 

Total Housing Investment
 
in the Base Year 28.70
 

Tn* 1 Wn"=iwnv~r Tw" = mw 4 



BOTSWANA BASE CASE
 
COMPONENTS OF TARGET GROUP HOUSING COST 
 120.
 

1984 1985 1986 1987 1988 

(Millions of Currency Units) 

Country 

Cost of Upgrading 
Existing Units 0.00 2.76 2.76 2.76 2.76 
of which: 

Infrastructure cormponent 0.00 1.81 1.81 1.81 1.81 
Construction component 0.00 0.95 0.95 0.95 0.95 

Cost of New Housing Unit 0.00 10.03 10.47 10.84 11.29 
of which: 

Land component 0.00 0.74 0.77 0.80 0.84 
Infrastructure component 0.00 5.01 5.23 5.42 5.64 
Construction component 0.00 4.28 4.46 4.61 4.80 

Target Group Housing Cost 0.00 12.79 13.23 13.60 14.04 

Urban Areas 

Cost of Upgrading
Existing Units 0.00 0.77 0.77 0.77 0.77 
of which: 

Infrastructure component 0.00 0.62 0.62 0.62 0.62 
Constructi:r compcor-ent 0.00 0. 15 0. 15 0. 15 0. 15 

Cost of New Housing Unit 0.00 4.88 5. 17 5.42 5.70 
of which: 

Land component 0.00 0.49 0.52 0.54 0.57 
Infrastructure component 0.00 2.44 2.59 2.71 2.85 
Co,nstruction componert 0.00 1.95 2.07 2.17 2.22 

Target Group Housing Cost 0.00 5.65 5.94 6. 19 6.47 



BOTSWANA BASE CASE 121.
 
COMPONENTS OF TARGET GROUP HOUSING COST (CONTINUED)
 

Prim ry Growth Areas
 

Cost of Upgrading 
Existing Units 

of which:
 
Infrastructure component 

Construction component 

Cost of New Housing Unit 
of which:
 

Land component 
Infrastructure component 
Cr:qstruction component 

Target Group Housing Cost 

Rural Areas
 

Cost of Upgrading
Existing Units 
of which:
 

Infrastructure component 
Construct ion component 

Cost of New Housing Unit 

of which:
 

Land component 
Infrastructure component 
Construction comporent 

Target Group Housing Cost 

0.00 


0.00 

0.00 

0.00 

0.00 
0.00 
0.00 

0.00 

0.00 


0.00 
0.00 


0.00 


0.00 
0.00 
0.00 

0.00 

0.36 


0.22 

0.15 

2. 13 

0.13 
1.07 
0.94 

2.49 

1.63 


0.98 
0.65 


3.02 


0. 12 
1.51 
1.39 

4.64 

0.36 0.36 0.36 

0.22 0.22 0.22 
0.15 0. 15 0.15 

2.22 2.29 2.40 

0.13 0.14 0.14 
1.11 1.15 1.20 
0.98 1.01 1.06 

2.59 2.65 2.76 

1.63 1.63 1.63 

0.98 0.98 0.98 
0.65 0.65 0.65 

3.07 3. 13 3. 18 

0. 12 0. 13 0. 13 
1.54 1.56 1.59 
1.41 1.44 1.47 

4.70 4.76 4.81 
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APPENDIX B
 

Botswana Housing Needs
 

Project Meetings
 

DATE 	 PERSON PURPOSE
 

6/28 Mal Horner - Housing Officer (MLGL)/ 
USAID Consultant & Baoketsi Tlale -
Housing Officer (Understudy) Orientation 

6/29 Reference Group General 

7/02 Ron Campbell - Low Cost Housing Officer Regional 
Minister Local Government and Lands (MLGL) Aggregation 

7/02 Lebohang Letsie - Under Secretary MLGL Orientation 

7/02 Reference Group General 

7/03 Tony Gregory - Dept. of Town and Availability of 
Regional Planning (DTRP) MLGL town plan data 

7/03 Tshenolo Orapeleng - Admin. Officer/ To arrange 
Urban and Housing MLGL appointments 

7/03 Tom Glass - Botswana Housing Corp. (BHC) BHC programs 

7/03 Moshe Setimela - Applied Research Unit 
(ARU) MLGL ARU Data
 

7/03 	 Ben Gasenelwe - National Development Rural Housing 
Bank Finance
 

7/04 Brian Bellard - Senior Engineer MLGL Infrastructure 
Costs 
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7/04 Roy Prevett -Botswana Bldg. Society 	 Housing
 
Finance
 

7/04 
 Hakon Ruud - Council Architect MLGL 	 Rural development, 
construction costs 

7/04 Mal Horner- Housing Officer MLGL/
 
AID Consultant 
 General
 

7/05 Mohammed Talha & David Harper Long term
 
Botswana Development Corporation Finance
 

7/05 Joe Gadek - Senior Public Health
 

Engineer MLGL 	 Sanitation costs
 

7/05 
 Phil Davies - Standard Bank Botswana Finance 

7/06 Eric Bremner - Financial Controller BHC 	 BHC Finance 
Procedures 

7/08 Peter Denniss - IGI Botswana Limited/ Long Term Finance
 
(Insurance)
 

7/09 David Knepper - Senior Technical
 
Officer - Gaborone SHHA/USAID
 
Consultant 
 SHHA Programs
 

7/09 	 Neo Gaetsewe - Ministry of Finance
 
and Development Planning Gov. Finance
 

7/10 Emmanuel Ablo - Bank of Botswana Monetary Policy
 
Gov. Finance
 

7/10 Mal Horner - Housing Officer, MLGL/
 
Aid Consultant 
 General
 

7/10 Reference Group 	 General
 

7/11 Botswana Development Bank 	 General
 

7/11 Mr. Pilane - Botswana Cooperative Bank 	 Botswana 
Housing 

7/11 Susan Roach - Department of Survey 
& Lands, MLGL Land and Infra

structure Costs
 

7/12 Emmanuel Ablo - Bank of Botswana Secondary
 
Mortgage Market
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7/12 Richard M. Makhwade - Deputy Permanent 
Secretary, (Urban & Housing) - MLGL General 

7/12 D.N. Mokgethi and Sharma Macroeconomic 
Unit, 

Economic 
Conditions 

7/13 Paul Geudet 
Botswana 

- Mission Director, USAID 
General 

7/13 Reference Group General 

Members of Reference Group:
 

G.M. Horner, MLGL (Chairman)
 
T. Glass, BHC
 
W. Browne, BHC
 
T. Gregory, DTRP
 
R. Campbell, MLGL
 
B. Bellard, MLGL
 
N. Mbere, ARU
 
M. Setimela, ARU
 
T. Orapeleng, MLGL
 
D. Green, MLGL
 
B. Tlale, MLGL
 


