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Abstract: The role of foreign direct investment (FDI) in economic development has been extensively studied by economists and policymakers.  The main conclusion reached in this literature is that political stability and sound economic policy attracts foreign direct investment, which thereby fuels economic development.  The case of Botswana challenges some of our conventional wisdoms.  Botswana has enjoyed high levels of economic development since 1965.  This rapid economic development has been attributed to sound economic policy (Acemoglu, Johnson, and Robinson 2003; Beaulier 2003).  Strangely, Botswana has experienced high growth rates without high levels of foreign direct investment.  This paper attempts to explain why the link between FDI and development seems to be broken in the case of Botswana.  Based on traditional data sources and seven weeks of field work in Botswana, we found that Botswana is suffering from a new African tragedy.  
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I.  Introduction

While in Botswana during the summer of 2004, we awoke to television images of mass graves in Sudan, spliced with shots of women and children seeking shelter in a refugee camp.  The BBC reporter’s story said that as many as one million people could die as a result of the civil strife and famine occurring there, and Sudan’s government was doing little to remedy the situation.  
The piece called to mind the infomercials most of us have seen in the United States: African children with bony limbs and swollen stomachs staring into the camera as a voice-over asks you to save a child by donating just a few dollars a month.  The story also reminded us of an issue of local concern to Batswana (the proper term to describe people from Botswana); people here frequently discuss the despotic leadership of Zimbabwe’s President Robert Mugabe, some going as far as to say that his death, and subsequent replacement, would be a blessing for Zimbabweans and, by extension, all of the countries in the region.  

While these issues deserve the world’s attention, it is unfortunate that Western perceptions of Africa are based on examples of political instability and impoverished peoples, such as those mentioned above.  Mixed with a superficial knowledge of Africa’s more brutal epochs (think of how many lasting  impressions of Africa have been formed by Conrad’s Heart of Darkness and Achebe’s Things Fall Apart) and a rather indifferent ignorance about the continent as a whole, Westerners take the media images of war- and poverty-torn African countries to be true of the whole continent. 


The effect of these misperceptions is not only unfortunate, but also quite costly to the more stable African nations.  Time and again, people of all levels of education lump stable African countries in with unstable places like Sierra Leone, Sudan and Zimbabwe.  By looking at the continent of Africa as one gigantic country, the consensus that emerges among Westerners goes something like this: Africa is a dangerous place that is filled with disease; some people there still worship multiple gods, are cannibalistic, and/or continue to live in small tribes; women have no rights in Africa; whites are responsible for all of the development; and most of the continent is involved in civil strife.  

With this view of the continent, why would Westerners want to invest in Africa?  
Western investors remain reluctant to invest in successful countries like Botswana because of something we call the new African tragedy.  While Botswana is an impressive pocket of prosperity, most investors believe there are still too many risks involved.  Whether the risks are visible (e.g., past political revolt, macroeconomic stability, etc.) or imagined ones, Western investors have not opened up their wallets to African countries, like Botswana, that adopt good policies.  
Popular writer Thomas Friedman (1999) describes the investment community as the “electronic herd” looking to make a dollar whenever a government pursues sound economic policy.  One is left to wonder when the “herd” will return from pasture and realize the potential gains from the green grasses available in places like Botswana.  



This paper attempts to make sense out of why Botswana—clearly an African success story (see Acemoglu, Johnson, Robinson 2003; Beaulier 2003)—has struggled to attract Western investment.  Much of the evidence provided in this paper is the result of fieldwork conducted in Botswana during the summer of 2004.  In all, our research team spent more than seven weeks in the field and interviewed thirty-five businessmen, government officials, and ordinary citizens.  All interviews were conducted face-to-face.  Sixty percent of interviews were recorded; notes were taken on all interviews.  Several of the respondents cited below preferred to remain anonymous.  
The feeling that emerged from our fieldwork was a mixed and frustrating one.  While it was clear to us that Botswana’s rapid economic growth has translated into remarkable improvements in well-being for the average citizen, we spent a lot of our time puzzling over why Botswana’s sound economic policies have failed to attract more Western investment.  
II.  Explaining Botswana’s Success
As a landlocked country in sub-Saharan Africa, Botswana is an unlikely place to find rapid economic growth; yet, from 1965 to 1995, it was the fastest growing country in the world.  During that time, Botswana went from being the third poorest nation in the world to a middle-income country.  In Figure 1, we compare Botswana to some of the fastest-growing countries in the world from 1965 to 2002.  As Figure 1 indicates, Botswana has enjoyed more than a 1000 percent increase in overall well-being from 1965 to 2002.
  
Botswana’s post-colonial economic growth has been remarkable.  From 1965 to 2003, Botswana’s average annual rate of economic growth was approximately 6.5 percent per year (World Development Indicators, 2005).  Over the same period of time, sub-Saharan Africa as a whole has experienced a dismal 0.18 percent annual rate of growth.  Today, Botswana is a politically stable country that consistently ranks near the top of economic freedom rankings for African countries.
  Botswana has a grade A credit rating from both Moody’s and Standard and Poor’s rating agencies, which puts its overall credit rating ahead of stable, well-developed countries like Japan.  In addition, its trade policies are less restrictive than those of any of its neighbors, and they are more open than many Western countries (Sachs and Warner 1995).  
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Source: World Development Indicators, 2005
Botswana’s high economic growth has been the result of sound economic policy and political stability.
  The Botswana Democratic Party has been in power since independence.  Relative to other African nations, Batswana remain quite content with their democratic government (see Table 3 below).  Government spending is seldom used to finance white elephant projects.  As former Bank of Botswana director, Derek Hudson, put it, “every project must either have an economic rate of return or a social rate of return.”
  Projects that pass both tests are the first to be financed; those that fail both tests are not pursued.  Botswana’s careful management of public funds resulted in a good relationship between citizens and the ruling elite, which has helped to prevent political turmoil and instability.  

Table 1: Satisfaction with Democracy

	 
	Botswana
	Zimbabwe
	Zambia

	 Very/Fairly Satisfied


	74.6
	18.2
	58.8

	Not Very/Not at All Satisfied


	21.7
	56.9
	35.2

	Don’t Know


	2.8
	6.8
	3.7


Overall how satisfied are you with the way democracy works in  ______________?

Source: Southern African Democracy Barometer (2001)
In addition to Botswana’s political stability, Botswana’s economic policies are less predatory than other developing countries.  As Table 2 indicates, Botswana’s highest marginal tax rate on corporate profits is only fifteen percent.  Among the rapidly growing countries that we sampled, Botswana’s tax rate is the lowest.  Sub-Saharan African countries like Namibia, South Africa, and Zambia have tax rates twice as high as Botswana.   

Table 2: Highest Marginal Tax Rate on Corporate Profits (2002)
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           Source: World Development Indicators, 2005
The story is similar when we look at marginal tax rates on income.  Botswana’s highest marginal tax rate on individual income ranks second only to Hong Kong.  This low marginal tax rate helps to prevent the usual disincentive to work, and it also reduces corruption.  In places like South Africa and Zimbabwe, the high marginal tax rates have played a significant role in their corruption problems.
  Thus, Botswana has managed to improve the overall efficiency of its economy and reduce corruption by keeping tax rates low.    
Table 3: Highest Marginal Tax Rate on Individual Income

Hong Kong







17%
Botswana







25%

Estonia








26%

Singapore







26%

Malaysia







28%

Zambia







30%

Indonesia 







35%

Namibia







36%

South Korea







36%

Thailand







37%

New Zealand







39%

Ireland








42%

South Africa







42%

China








45%

Zimbabwe







46%




           Source: World Development Indicators, 2005
III.  Why No Western Investment?  The New African Tragedy
Despite Botswana’s excellent post-colonial growth record, its political stability, and its sound economic policies, foreign investors remain unwilling to do business in Botswana.  There are no Western financial institutions in Botswana, no McDonald’s or Starbucks restaurants, and few recognizable Western brand names in stores.  This lack of Western investment has been a source of concern for government officials and businessmen.  When talking to Kenneth Matambo, Director of the Botswana Development Corporation, he posed the following question to us:

Explain to me why Botswana cannot attract Western investment.  We have leaders who meet with Western officials and businessmen on a weekly basis.  People in the business world know about our favorable business climate and stable government, but the dollars aren’t rolling in.  What more must we do to attract these investments?
  
We first wondered if Mr. Matambo’s statement was accurate.  In Figure 2, we compare Botswana’s rate of foreign direct investment (as a fraction of gross domestic product) from 1974-2003 to other rapidly developing countries.  Unlike Botswana, other rapidly developing countries, like Ireland and Singapore, have been successful at attracting foreign direct investment.  When we compound the overall rates of foreign investment from 1975-2000 in Figure 3, the gap between Botswana and most other developing countries is enormous.  From 1975-2000, Ireland was able to attract more than $12.5 billion in foreign direct investment; by contrast, Botswana was able to attract just over $35 million.  For most countries, there seems to be a tight link between good policy, foreign direct investment, and economic growth,
 but for some reason, this link has broken down in the case of Botswana.  When we look at Botswana’s economic performance, we are amazed that they have done so well without Western investment, and we wonder how long they can maintain their high rates of growth if the Western world continues to isolate them financially.
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Our first attempt to answer Mr. Matambo’s question focused on the determinants of foreign investment emphasized in development economics.  Perhaps Botswana was failing to attract investment because of macroeconomic instability, high inflation, or a high level of external debt.  When we looked at each of these variables, we found that Botswana outperforms many other rapidly developing economies.  For example, in Figure 5 we looked at rates of inflation in sub-Saharan Africa from 1993-2002.  Botswana has had less fluctuation than most other African countries.  Since foreign direct investment flows respond more to the volatility in inflation rather than the level of inflation (Serven and Solimano 1993), Botswana’s low variation in inflation should not be hampering the flow of investment dollars.   

[image: image5.emf]Figure 5: Rate of Inflation for Sub-Saharan African 
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Figure 6 compares Botswana’s annual rate of inflation to other rapidly developing economies.  While Botswana’s overall level was generally higher than most other rapidly developing economies, its variation in inflation was similar to countries like Thailand and Singapore.  Nothing in the variance of Botswana’s inflation rate jumps out at us as a potential explanation for the low foreign direct investment.
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The empirical literature on foreign direct investment also claims that high levels of external debt deter foreign direct investment (Faruqee 1992).  Table 4 compares Botswana’s per capita external debt load to that of other sub-Saharan African countries and several rapidly developing countries.  While Botswana’s external debt load is in the middle of selected countries, it has lower debt loads than countries like Lesotho, Thailand, and Malaysia, all of which have enjoyed higher rates of foreign direct investment than Botswana.
  

Table 4: External Debt Load Per Capita (current US$)

Burkina Faso






$133.5

Burundi






$170.3

Kenya







$192.4

Malawi






$271.1

Madagascar






$274.9
Botswana






$280.4

Zimbabwe






$312.7

Swaziland






$314.3

Lesotho






$358.5

Zambia






$582.7

Thailand






$961.0
Malaysia






$1997.8





           Source: World Development Indicators, 2005
Another possible explanation for why Botswana has failed to attract foreign direct investment relates to the costs of inputs, particularly labour.  While the average cost of labour in Botswana is high, a large part of this aggregate figure can be attributed to high mining wages.  When we exclude the wages of diamond workers from the statistics, Botswana’s wage rates are on par with other developing countries.  In addition, Botswana’s higher wages might actually be indicating higher productivity.  Thus, the argument that labour costs are responsible for the lack of foreign direct investment is also problematic.  

Since inflation, external debt, and labour costs do not seem to be responsible for the lack of FDI in Botswana, we considered other possible explanations.  According to investor surveys, Africa lacks openness and transparency; it has poor infrastructure and institutions; and it lacks political and economic stability.  Hess (2000) has argued that the five most important barriers hampering investment in Africa are:

(1) Unstable political and economic environments
(2) Inefficient and cumbersome bureaucracies
(3) A lack of transparency
(4) Poor infrastructure

(5) High taxation
Since most African countries fare quite poorly in these five areas, there is no real mystery as to why they struggle to attract investment dollars.
As we discussed earlier, Botswana is a politically and economically stable country.  Since independence, there have been no coups, revolutions, or major protests against the ruling elite.  The Botswana Democratic Party (BDP) enjoys majority support that sometimes exceeds eighty percent of all votes.  Surveys indicate that people are generally satisfied with the government’s overall performance.  Voters are most concerned with issues like health care, education, and public services, rather than issues like corruption, inflation, and unemployment that citizens in most of the developing world are more concerned with.  

Botswana is not bogged down with excessive red tape and litigation.  Botswana’s relative ranking of bureaucratic quality in the International Country Risk Guide (ICRG) is also strong.  As Table 5 indicates, Botswana’s overall institutional quality score in 2001 puts it in the middle of the pack among rapidly developing countries, and it is the best African country.  Thus, rent-seeking activity, lobbying, and other inefficiencies created by government do not seem to be overly problematic in Botswana. 
Table 5: Institutional Quality Scores for 2001

Country
Corruption
  Rule of Law 
           Bureaucratic Quality
           Overall

New Zealand

5.08

6


4


15.08

Singapore

4.08

6


4


14.08

United States

4.08

6


4


14.08

Ireland


2.25

6


4


12.25

Chile


4

5


3


12

Malawi

2.92

3.96


2


8.88

Botswana

3

3.83


2


8.83

Malaysia

2.67

3


3


8.67

Thailand

1.67

5


2


8.67

Madagascar

4

3


1


8
China


1

4.75


2


7.75

Burkina Faso

2

4


1


7

Zambia

2

4


1


7

Kenya


2

2


2


6

Indonesia

1

2


2.33


5.33

Zimbabwe

0.17

1.5


2


3.67

According to many conventional measures, Botswana is also the most transparent African country.  It ranks 30th out of 133 countries on Transparency International’s “Corruption Perceptions Index” (2003) with a raw score of 5.7 and a standard deviation of .9; the next best African country was Namibia, which was ranked 41st with a raw score of 4.7 and a standard deviation of 1.3.  In Botswana, there is a zero tolerance policy towards corruption.  There is an extensive “Don’t Cover Up Corruption” educational campaign that helps people understand what qualifies as a bribe, and Batswana take great pride in the lack of corruption in Botswana.
When we look at Hess’s fourth criterion listed above, Botswana has increased its quantity and quality of infrastructure at a more rapid rate than just about any other country in the world.  Personal computers per 1,000 people increased six-fold between 1994 and 2002.  Telephone mainlines per 1,000 people increased from seven in 1975 to 87 in 2002.  In the year 1979, 1600 airplanes departed from Botswana; in 2002 that total had climbed to 7,300 departures.
  Perhaps the most impressive evidence of Botswana’s commitment to infrastructural improvement is their increase in paved roads.  As a number of former government officials and expatriates pointed out, Botswana went from having fifty kilometers of paved roads in 1966 to more than 10,000 kilometers of paved roads today.
  In sum, one would be hard-pressed to find a developing country more committed to infrastructural improvements. 
Finally, Botswana’s taxes are low.  Even with low tax rates, the government has consistently maintained a balanced budget.  In fact, it is one of the few countries in the world to consistently show a surplus of government revenue at the end of each fiscal year.  In theory, then, this fiscal responsibility and low tax environment should have helped to attract foreign direct investment.

Thus, none of the usual suspects mentioned by Hess (2000) can explain why Botswana has struggled to attract foreign direct investment.  As we thought about Mr. Matambo’s question more, the only answer that came to us was that Botswana, in spite of its exceptional success, is still part of Africa.  No matter how well an individual African country does in promoting good policies and a stable investment environment, there remains a perception in the West that African countries are inherently unstable.  While there is no reason to believe that Botswana’s economy faces an uncertain future, it is often lumped in with unstable African nations.  Mr. Matambo agreed with our explanation, asking, “And, there is Botswana’s dilemma: how do you change deep-seated perceptions?”
 
IV.  The New African Tragedy
The problem that Mr. Matambo described is something that we call the new African tragedy.  Even when African countries, such as Botswana, pursue sound economic policy, they cannot escape this new African tragedy.  Misinformation about Africa, stereotypes, and general indifference are trumping good policy when it comes to investing in Africa.  While Botswana has been able to grow without investment, one must wonder how much more growth they could have enjoyed had Western attitudes towards Africa been different.  A few studies have hinted at the new African tragedy that we are describing.  Below we provide empirical and personal evidence that describes the general lack of knowledge about and interest in Africa that is displayed by Westerners.  

A. Survey Data Supporting the New African Tragedy

There is limited data suggesting that severe stereotypes exist when it comes to 

American attitudes towards Africa.  In Delli Carpini and Keeter’s What Americans Know about Politics and Why It Matters (1996: 83), only fifty-nine percent of Americans surveyed knew the fraction of black South Africans.  Given that these interviews were conducted in 1985—a year in which South Africa’s political instability was frequently the headline news story—forty percent of Americans seemed to tune out or forget the part of the story that talked about what fraction of the population was being affected by apartheid. 


During that same year, only fifty-one percent of Americans knew that black South Africans didn’t have the right to vote (1996: 84).  Again, this was at a time when apartheid in South Africa was one of the biggest news stories around the world.  What’s even more astounding was that in 1988—three years before apartheid officially came to an end—only fifty-five percent of Americans knew that apartheid was a policy in South Africa (1996: 83)!  Perhaps this shouldn’t come as a surprise.  Since only forty-nine percent of Americans could even locate South Africa on a map in 1988, maybe we should be impressed that so many Americans knew that apartheid was South Africa’s official policy (1996: 84).  If Americans were poorly informed about South Africa when it was nearing the end of apartheid, imagine their level of ignorance about the rest of Africa.    

In a recent Program on International Policy Attitudes (PIPA) survey (2002), Americans were tested on their overall knowledge of Africa’s political structure.  In one question, Americans were asked:

“Do you think the number of democratic countries in Africa over the last 10 years has (a) increased; (b) decreased; (c) stayed the same; (d) no answer?” 
Seventy percent of respondents answered “stayed the same” or “decreased” when, in fact, democracy in Africa has actually spread substantially over the last ten years.  When Americans were asked, 
“Just based on your impressions, approximately what percentage of African countries regularly hold free and fair elections?  Please enter a number between 0 and 100.” 
The mean and median response was twenty-five percent when the actual number of free and fair elections held in Africa was much higher.   

In a somewhat dated survey, the Carnegie Endowment for International Peace carried out a study in 1978 that asked Americans, 
“What comes to mind when you think about Africa and the people who live there?”  
There were many different responses to this question—ranging from “political repression” (one percent) to “Soviet/Cuban activities: communism” (two percent) to “Blacks” (eight percent), but the most common responses were “Primitive natives: animals” (twenty-five percent), “Discrimination against Blacks” (twenty-one percent), “Poverty/hunger” (sixteen percent), “No answer” (fourteen percent), and “problems of Whites” (ten percent).  

Beyond these excellent surveys, one would be hard-pressed to find any “hard” data that summarizes Western attitudes towards Africa.  
B.  Personal Expectations vs. Reality

While we were able to find some general data supporting the idea that Westerners, particularly Americans, lack a clear understanding of Africa, there is also plenty of anecdotal evidence further supporting this point.  Numerous papers have criticized Americans and the Western media for their naïveté when it comes to Africa (see, for example, Kromah 2002; Makunike 2002; Bender 1988).  
On a more personal level, we had people of all levels of education ask us where Botswana was located.  Upon being informed that Botswana is located in sub-Saharan Africa, many people, who were unaware of its location just seconds earlier, gave us advice with the air of experts: stay in our hotel after dark, don’t go anywhere alone, and beware of sleeping sickness and cholera.  At a travel clinic just outside of Washington, D.C., the doctor, an “expert” on Africa, told us that we should avoid dairy products; should not use tap water, even to brush our teeth; and should only consume foods that were scalding to the touch to avoid germs.  Our guidebook warned us that Botswana was a country with a great deal of petty crime and a risky place for traveling women.  

Imagine our surprise when we arrived in Gaborone, the capital of Botswana, to find well-maintained roads buzzing with Toyotas and BMW’s, restaurants advertising foods ranging from authentic Chinese to ostrich steaks, and stores selling blue jeans and Alanis Morrissette’s latest CD.  Gaborone was not the only place bustling with commerce; when we traveled in the east and central portions of the country, we found a great deal of evidence that Botswana has moved far in the direction of modernization: petrol stations sit beside traditional thatched houses, while cans of Fanta soda and bags of potato chips are displayed beside homemade breads in local grocery stores.  

At no point did we ever feel that our health or safety were at risk.  In addition, we were even able to enjoy the luxuries that Westerners take for granted, such as surfing the Internet or using a cell phone.  Much to our surprise, especially in Gaborone, our experience in Botswana reminded us much more of the suburban safety of our Midwestern hometowns than anything else.

As far as we could tell, Botswana was a middle-income country that offered individuals a wide variety of goods and services at cheap prices.  Based on our experience and the aggregate data, Botswana is a normal, middle-income country.  It is unfortunate that the experts, guidebooks, and people we talked to all made Botswana out to be something that it was not.  

As the limited evidence and our personal experience suggests, incorrect stereotypes about Africa seem abundant.  That these stereotypes can affect outcomes in Africa’s economic development should be obvious to development economists and readers of this journal.  The links between stereotypes and investment seem fairly clear and difficult to dispute.  The important issue, and the one we will turn to in the next section, is what we can do given the fact that we have a new African tragedy on our hands.  

V.  Escaping the African Tragedy


Botswana is taking the right steps to position itself as a country ripe for foreign investment.  Its government continues to pursue free-market policies by keeping tax rates low and refusing to put up trade barriers.  The government shows a high level of respect for property rights, due process of law, and civil liberties.  And, it is taking an aggressive stand against the African pandemic of HIV/AIDS, with the government funding a massive public education campaign and offering a free anti-retroviral cocktail to any citizen who has AIDS.


Given Botswana’s past successes and its continued efforts to move in the right direction, what can it do to attract more foreign investment?  Perhaps, as suggested by Derek Hudson, formerly of the Bank of Botswana, Botswana can take a cue from South Africa.
  Following the end of apartheid in 1994, South Africa conducted a survey in which Western businessmen were asked what South Africa’s government needed to do to attract their investment dollars.  Businessmen provided a variety of answers: improve infrastructure; lower taxes; get tough on corruption.  While South Africa has not been able to implement all of the suggestions given, policymakers in South Africa have an idea of what steps must be taken to attract more foreign investment.  

More recently, investor surveys of Africa, from companies like Modern Africa Fund Managers (2002) and KPMG give investors accurate information regarding the different business risks involved in different African countries.  Modern Africa Fund Managers’s 2002 report discussed the potential business risks facing investors looking at Africa.  According to the report,

Although Africa's image in the press is too often that of despair, war and diseases, in many instances, African risks are not much different from those experienced by investors in other markets.  They may be amplified sometimes, due to the prevalence of conflicts and diseases such as AIDS and due to the very low income levels and lack of infrastructure, but they are certainly not unique to the continent.  
Outlets like this one are beginning to break through and provide the Western investment community with much-needed, reliable information about business risks in Africa.  As this information spreads, countries like Botswana might begin to escape the new African tragedy.


But more needs to be done.  Within Africa, journalists—from both private and state-owned outlets—need to give the West more information.  Stereotypes will continue so long as we live in an environment where good news is not easy to access.  In other words, both the quantity and quality of media broadcasts related to Africa need to improve.
Policymakers in Botswana are engaging in painstaking efforts to spread the word about Botswana’s economy.  Botswana’s Minister of Finance and Development Planning, Baledzi Gaolathe, described his busy schedule to us and told us that he is out of the country “selling Botswana” to foreigners at least one week out of every other month.
  The same is true for many other leaders in Botswana.  But these public relations campaigns need to place less emphasis on Botswana as the exception and more emphasis on why Botswana will continue to be the exception.  In other words, the public relations campaigns must attract investment and recruit companies by placing greater emphasis on future business conditions.  

While the supply of quality information could certainly be improved by a media that avoids aggregating Africa and that occasionally looks at the glass half-full, change must also come from the demanders of information.  If Western investors are deeply entrenched in their stereotypes, they will always be able to find the information that makes these beliefs coherent.  In the jargon of behavioral economics, people frequently cling to self-serving biases where they choose to see only what they want to see.  
To date, fairly objective data on good economic policy and political stability in Botswana has not persuaded the “herd.”  Their stereotypical attitudes towards Africa are based largely on gut feelings, and these feeling won’t change easily.  If Westerners continue to value hearing only the negative about Africa, that is what the media will deliver.  However, if enough individuals begin to demand accurate reporting on Africa, coverage will improve.  Until this critical mass of investors shows a willingness to go against the flow by demanding accurate information and actually investing in African exceptions, the new African tragedy will persist.  
VI.  Conclusion

Unfortunately, while greater efforts from the media might marginally help Botswana to attract more foreign investment, the sad reality remains that a change in prevailing Western attitudes towards investing in Africa is largely out of Botswana’s control.  Until Westerners start to treat Africa as a continent of separate and unique nations, rather than as a chaotic whole, Botswana and other successful nations in Africa will continue to suffer from this new African tragedy.


Botswana’s inability to attract foreign direct investment was not the result of the usual suspects of inflation, high taxes, or political instability.  Instead, it has been the result of a deeper and more frustrating source: Western attitudes.  For countries like Botswana, then, even sound fiscal and monetary policy will not be enough to attract the electronic herd of Western investors.    

In the way of concluding, we offer the following policy implications for countries looking to escape this trap.  Three specific suggestions include:

(1) Surveying to try to find out why they are not interested in investing in a 

country like Botswana.

(2) Engaging in public relations campaigns that help separate successful countries from rest. 

(3) Improve the quality of the media market—both on the supply side by increasing accurate coverage of Africa, and on the demand side by getting Westerners interested in Africa by disseminating a higher quality and quantity of information about Africa’s development.  

While these recommendations might give us reason to be optimistic about countries like Botswana, there is no question that it is an uphill climb for developing countries and a climb in which even the best efforts could still end tragically.  
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� Data in Figure 1 comes from World Development Indicators, 2005.  





� In 2002, for example, Botswana was the highest ranking African country.  Botswana was tied with Belgium, Kuwait, and Oman for 18th place overall.  See Gwartney and Lawson (2004: 11).  





� For a lengthier discussion of the political foundations of development in Botswana, see Beaulier and Subrick (forthcoming).





� Interview with Derek Hudson at Fishmonger’s Restaurant in Gaborone, Botswana on 23 July 2004 from 12 pm to 1:30 pm.  





� The severity of Zimbabwe and South Africa’s corruption problems has been well-documented in the academic literature (see, for example, Bardhan 1997: 1343-1346).  Survey work like the Center for International Private Enterprise’s report on “How Businesses See Government” (1998) indicates that entrepreneurs considering business in South Africa rank corruption as the most serious problem (out of 15 listed problems), while it is the third most serious problem (out of 15 listed obstacles) in Zimbabwe.  





� Interview with Kenneth Matambo, President of Botswana Development Corporation in his office in Gaborone, Botswana on 23 July 2004 from 2 pm to 3 pm.   





� A number of development economists have pointed out the theoretical and empirical connection between foreign direct investment and development.  See, for example, Dornbusch and Reynoso (1989) and Faruqee (1992).


� Unfortunately, there was no data available for Ireland, New Zealand, Singapore, or the United States.  


� The data in this paragraph comes from the World Development Indicators, 2005.  





� This was first pointed out to us by the Honorary Baledzi Gaoloathe, Minister of Finance and Development Planning, in his office in Gaborone, Botswana on 25 July 2004.   


� Interview with Kenneth Matambo, President of Botswana Development Corporation, in his office in Gaborone, Botswana on 23 July 2004 from 2 pm to 3 pm.   


� This sugestión was brought up by Mr. Hudson during an interview at Fishmonger’s Restaurant in Gaborone, Botswana on 23 July 2004 from 12 pm to 1:30 pm.


� Interview with the Honorary Baledzi Gaoloathe, Minister of Finance and Development Planning, in his office in Gaborone, Botswana on 25 July 2004.   
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