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Country: Botswana

Social and Economic Background of Botswana

According to the World Bank, in 2004, Botswana had a population of 1.7 million people, 56.4% of whom were between the ages of 15 and 64. The unemployment rate of the total labor force was 19.6% in 2001, according to the International Labor Organization (ILO). The World Bank estimates that the informal economy was 33.4% of GNI in 2003. The 2004 PPP adjusted GDP per capita in terms of current international dollars was $9267. In 2002, the remittances that Botswana received amounted to US$15,803. The World Bank also reports that 31% of the population lived on under US$1 per day in 1993. According to the UN, the GINI coefficient for Botswana was 0.63 in 1993. The World Bank and OECD estimate that the M2/GDP ratio in Botswana was 0.29 in 2004. In 2003, Botswana received US$86.3 million in foreign direct investment and US$30 million in foreign aid and development assistance, according to the IMF and OECD. According to a study by the Botswana Institute of Development Policy Analysis (BIDPA), 17% of the total population is infected with HIV.
The currency of Botswana is Pula (P). The average exchange rate was P6.33:US$1 in 2002, P4.95:US$1 in 2003, and P4.69:US$1 in 2004, according to the Economist Intelligence Unit (EIU).

Botswana has not planned to participate in the World Bank and IMF’s Financial Sector Assessment Program (FSAP).

Doing Business in Botswana

The World Bank uses several indicators to assess the business environment of a country. In Botswana, entrepreneurs are required to go through 11 steps to launch a business, at a cost of 11.3% of GNI per capita in 2004. Registering property requires 6 steps and it costs 5% of GNI per capita to create collateral. Botswana scores 5 on the Disclosure Index, which ranges from 0 to 7, while the regional and OECD averages are 2.3 and 5.6 respectively. The Disclosure Index measures government protection of investors and business owners. 
There are private credit registries of business owners and individuals. Private bureaus cover 309 borrowers per 1000 adults. In terms of the World Bank’s Credit Information Index rating, Botswana scores 5 out of 6.

Regulatory and Legal Environment of Botswana

According to the World Bank, it takes 26 procedures and 154 days from the time a plaintiff files a lawsuit to when he or she is actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 24.8% of debt value. Filing bankruptcy takes about 2.2 years with a cost of 18% of estate value. The recovery rate for creditors in Botswana is $0.51 per US dollar.

The Bank of Botswana, the Central Bank, holds the authority to grant banking licenses.  According to a report by FinMark Trust, the capital requirement is US$182,100 for local banks and US$910,500 for foreign banks. The capital adequacy ratio is officially 8%, but banks are required to hold 15%. Banks are not allowed to be involved in non-bank activities, such as property management. 
Major financial regulations include the Banking Act and Regulations, the Collective Investment Undertakings Act and Regulations and the National Clearing and Settlement Systems Act and Regulations.

FinMark Trust reports that while it falls under the jurisdiction of the Central Bank, the microlending industry is not explicitly regulated. Unincorporated lenders are not required to report on their business while incorporated lenders only have to submit financial reports. No usury law exists in the country.

According to the United Nations Conference on Trade and Development (UNCTD), Botswana has never had a foreign investment law but the government is proposing a foreign direct investment code.
Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Botswana

There are 5 commercial banks in Botswana. According to the FinMark Trust report, in 2001, 24% of the adult population had saving accounts. The minimum account balance is US$9.1, while several banks charge additional fees for accounts below a certain minimum balance. 

There are several statutory banks and building societies in Botswana as a means for government to provide direct financial services.  They include the Botswana Savings Bank (BSB), the Botswana Building Society (BBS) and the National Development Bank (NDB).  BSB was established in 1963 to provide savings facilities especially to the rural and poor population. In 1992, parliament passed the Botswana Savings Bank Act to reestablish BSB as an independent, national financial institution, which is wholly owned by the government. BSB offers both savings and loan products. BBS provides long-term housing loans and receives a high proportion of its funding from the government. It also offers savings schemes to raise additional funds, according to FinMark Trust. Originally established by the National Development Bank Act of 1963, NDB was established to provide medium and long-term loans to the agricultural sector.  Since then, NDB has gradually expanded its portfolio to include the commercial and industrial sectors. It also focuses on small and medium enterprises. FinMark Trust reports that NDB is now run on a commercial basis and is a viable self-sustaining finance institution.

The Citizens' Entrepreneurial Development Agency (CEDA) is another government initiative that provides credit services. It provides financial assistance to citizen-owned business enterprises in the form of loans at subsidized interest rates. The loan size ranges from US$113 to $4.56 million.
According to FinMark Trust, there are two types of formal microlenders in Botswana: the cash lender and the term lender.  Both types of lenders require the borrowers to be employed and to have a bank account. The term of cash lending is less than a month with a maximum amount of US$546. The average loans are between US$91 and $182. Generally, lenders hold their clients' bankcards and PIN numbers to secure payment. The largest cash lenders are members of a self-regulatory Microlenders' Association. As a matter of their code of conduct, cash lenders are not allowed to lend to someone with an outstanding loan from another lender. Information on the number of cash lenders is not available.
Term lenders operate through salary deduction codes, which allow them to access the government salary payment system.  Term lenders, therefore, mainly focus on government employees, parastatal entities, and local authorities. There are only five term lenders in the country and they have an informal agreement to cap interest rates at 30% per annum. Term lenders require borrowers to have a life insurance policy in order qualify for a loan. Loans have a duration of less then 36 months with the average loan size of US$1274. FinMark Trust estimates the total size of the market to be at least US$63.7 million. 

FinMark Trust reports that term lenders fund themselves mainly through a combination of owner equity and bank loans. One of the term lenders, Letshego, is publicly traded on the Botswana Stock Exchange. Some of the larger shareholders in the industry include banks and long-term insurers. There are currently discussions with the government to create a central loans registry that will help prevent borrowers from taking multiple loans from more than one lender.

There are five NGOs in Botswana engaged in microfinance services, namely the Women's Finance House, Kgetsi ya Tsie, Kuru Development Trust (KDT), Emang Basadi and Youth in Development.

All five provide loans but only the Women's Finance House and KDT provide saving services. FinMark Trust reports that they provided US$0.22 million loans to approximately 4000 borrowers in 2003.
Activities of Botswana’s National Committee
Botswana’s National Committee was formed in June 2005 with representation from the government, Central Bank, multilateral agencies, private sector, and NGOs. The Committee is currently working on expanding its membership. A launch meeting was held on June 29, 2005.  

The National Committee is conducting an inventory of the microfinance sector in Botswana and has developed a draft fact sheet that is to be finalized by the end of September. By mid October, the Committee plans to engage national figures as spokespeople for the International Year of Microcredit (IYM) and develop documentation and/or video documentaries with stories from successful microfinance clients. By early November, Botswana plans to organize conferences about microfinance and the importance of promoting inclusive financial systems; organize a display of products produced by entrepreneurs who have benefited from microfinance to be exhibited in banks, schools, government halls, embassies, and shopping centers; celebrate the achievements of entrepreneurs with micro businesses by connecting them with the global market; establish a "day" to celebrate the importance of having inclusive financial sectors; and develop an Action Plan for activities beyond the IYM 2005. 

The National Committee also wants to sponsor activities to coincide with existing national events for the Year, such as the Botswana International Trade Fair in August and the UNIDO Africa Industrialization Day in November. In addition, Botswana's National Committee is working to encourage the relevant government authorities and institutions to incorporate microfinance into a future speech to the country and is attempting to mainstream issues of microfinance into various sectors.

The Committee is publicizing information relevant to the International Year of Microcredit on the following web site: www.unbotswana.org.bw
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