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FOREWORD

The In s t i tu te  of Deve lopm ent M anagem ent has undertaken a 
se r ies  of S tud ies  in D eve lopm ent M anagem ent.  These have a  tw o 
fo ld  purpose; f i r s t  to  provide m uch needed add it iona l m a te r ia ls  
based on local experience for use in IDM tra in in g  courses and 
s e m in a rs ;  and second, to a s s is t  m em bers  of the IDM and others 
concerned in ana lys ing  deve lopm ent p o l ic ie s  and programs and 
the ir  im p le m e n ta t io n .

This study is  the fourth in the se r ies  to  be pub lished . It 
was undertaken for the IDM by D r. Robert Curry of the C a l i fo rn ia  
S ta te  U n iv e rs i ty ,  Sacrem en to , during the m onths of June and 
Ju ly ,  1976.

The author assum es fu l l  re s p o n s ib i l i ty  for the contents  of 
the s tudy . Prov ided acknow ledgem ent is made part or a l l  of the 
study may be reproduced.

George V .  Haythorne, 
D i re c to r .
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I n troduc tion

Managers and Government o f f i c ia ls  c o n t in u a l ly  confront questions 
about w h ich  a l te rn a t ive  p o l ic y  o b je c t iv e s  to pursue, what k inds of organ
isa t ions  to set up to pursue them , and how to a d m in is te r  or manage the 
o rgan isa t ions  so the spe c i f ie d  goa ls  are a t ta ined . In e f fe c t ,  managers 
choose from  among a lte rn a t ive  p o l ic ie s ,  o rgan isa t iona l s truc tu res ,  and 
m ethods of m anagem ent. In a new ly  deve lop ing  coun try  such as B o ts 
wana, not on ly  m us t managers and d e c is io n -m a k e rs  look inward to the 
func t ion ing  of the ir  en te rp r ises and p ro je c ts ,  but they m us t look o u t
ward to the deve lopm ent needs of the coun try .  M a n a g e m e n t 's  po l ic y  
o b je c t iv e s  m ust be cons is te n t  w i th  overal I Government p o l ic y  as spe l led  
out in the Nationa l Deve lopm ent P lan .  As w ith  other en te rp r ises , con 
s is te n c y  w i th  a im s  and o b je c t iv e s  is a paramount cons ide ra t ion  in A ir  
B o ts w a n a 's  ope ra tions .

A ir  Bo tsw ana began its  opera tions in 1972 after the issuance of 
the P re s id e n t 's  D ire c t iv e ,  CAB 3 2 /7 2 .  The d i re c t iv e  was based on 
adv ice  tendered to h im  at the 245th Cabinet M ee t ing ,  5 Ju ly ,  1972, and 
it  a l low ed  the Botswana D eve lopm ent Corporation to con trac t for pro
v is io n  of a ir  se rv ices  on a f i r s t -o p t io n  b a s is .  Under the d i re c t iv e ,  the 
Corpora tion  was to issue a license  to  an appropria te na tiona l c a r r ie r .  
A ir  B o tsw ana, a su bs id ia ry  of the Botswana Deve lopm ent Corpora tion , 
was des igna ted the na tiona l ca rr ie r  and granted f i r s t  op tion  on scheduled 
a ir s e rv ic e s .  The D irec to r  of C iv i l  A v ia t io n  was to consu lt  w i th  the 
C o rp o ra t io n 's  subs id ia ry  in m a tte rs  perta in ing  to a v ia t io n .  Fo llow ing  
the de c is io n  to set up A ir  Bo tsw ana, a p o l ic y  issue was confron ted. 
What was the range of a ir se rv ices  a c t iv i t ie s  that A ir  Bo tswana ought 
to  undertake? A re la ted  p o l ic y  question  was what type of o rgan isa t ion  
w ou ld  best s u i t  the com pany in i ts  operations? In order to  understand 
the log ic  under ly ing  the p o l ic ie s  se lec te d , it is necessary to understand 
the h is to ry  of a ir se rv ices  in Bo tsw ana.

The m a te r ia ls  prepared for th is  case are drawn from  fac t  and are pro
v ided  for c la ss roo m  use. No e f fo r t  has been made to eva lua te  the 
p o l ic ie s  d iscussed  here in . The case was prepared w ith  the generous 
co -o p e ra t io n  of o f f ic ia ls  from  A ir  Bo tsw ana, the Bo tsw ana D eve lopm ent 
C orpora tion , the M in is t r y  of Works and C o m m un ica t ions  and the Bank 
of Bo tsw ana .
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11. The H is to ry  of A ir  S e rv ices  in Botswana to 1972

The c o u n try 's  a ir  se rv ices  industry  began in the ea r ly  1960 's  when 
Herbert B a r to n i , a res ident of F ranc is tow n, f inanced a rather m odest cha r
ter se rv ice  w ith  h is  own c a p i ta l .  H is  a c t iv i t ie s  began to expand and ra+her 
soon he was prov id ing  a postal l ink  to the Maun area. H is  se rv ices  were 
a convenience but as h is  re la t iv e ly  s m a l l  en terpr ise  began to expand, he 
encountered f inan c ia l d i f f i c u l t ie s .  Because of the conven ience that h is  
f ly in g  se rv ice  o ffe red , the Government began s u b s id is in g  B a rto n i .  In 
add it ion ,  the Government began to incur expenses in b u i ld in g  a m odest 
in fras truc tu re  on wh ich  he and a irc ra f t  genera lly  cou ld  opera te . M r .  B a r
t o n i ' s  en terpr ise  even tua lly  co l lapsed  f in a n c ia l ly  after a se r ies  of m is 
fortunes inc lud ing  an a ir  c rash, and i l l - th o u g h t  out expans ions . The c o m 
pany had expanded to inc lude four planes and several p i lo ts  and the cos ts  
of p rov id ing  air se rv ices  were not covered by the revenues co l le c te d  
through the c o m p a n y 's  opera tions .

The next venture in to  a i r l in e  se rv ices  was engineered by David  
M organ, a lso  a res ident of F ranc is tow n . In the m id  1960's ,  he formed 
and f inanced a com pany known as Bo tswana Nationa l A irw a y .  M r .  M o r 
gan was a Botswana c i t iz e n  who, about the t im e  of h is  en try  in to  the air 
se rv ices  bus iness , a lso  becam e invo lved  in G overnm ent. He was one of 
the four nom ina ted  m em bers  of B o ts w a n a 's  f i r s t  P a r l ia m e n t .  He was 
a lso  appoin ted M in is te r  of Works and C o m m u n ic a t io n s .  Just prior to 
independence, he had s tarted  Bo tswana N a tiona l A irw ays  w ith ou t pre
v ious  indus try  experience . The a i r l in e  began as a re la t iv e ly  m odest ven 
ture w h ich  its  owner q u ic k ly  expanded. H is  a m b it io u s  undertak ing soon 
had Bo tsw ana Nationa l p rov id ing  in te rna tiona l fre igh t and passenger s e r 
v ic e s  between Botswana and Johannesburg, Bu law ayo , Lusaka and L iv in g 
s tone . The com pany a lso  operated a ir l in ks  between B o ts w a n a 's  m a in  
popu la tion  and c o m m e rc ia l  cen tres .  Na tiona l A irw ays  operated a f lee t  
of a irc ra f t  com posed of Dakotas and B e ech -B a rons .  The C o m p a n y 's  
m a in  a d m in is t ra t iv e  and m anageria l a c t iv i t ie s  were conducted from  Johan
nesburg. During the years in w h ich  i t  was in opera tion , the com pany 
fa i le d  to become a p ro f i tab le  venture , the revenue rece ived  from  its  
f re igh t  and passenger se rv ices  fa i l in g  to m atch  the cos ts  of running the 
en te rp r ise .  Botswana N a t io n a l 's  m anagem ent approached the Govern
m ent of Botswana w i th  i ts  p rob lem s .

Botsw ana N a t iona l,  s im i la r  to i ts  predecessor, over-expanded 
and re l ie d  on Government to support i ts  ventures when they proved to be 
u n p ro f i ta b le .  For some t im e  the Government d id  pay a subs idy  reaching 
ap p ro x im a te ly  R 50,000 an n u a l ly .  It was indeed awkward for M r .  Morgan 
to turn to Government *or ass is tance  g iven that he was not on ly  a m e m 
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ber of P a r l ia m e n t  but a lso  a M in is te r  of the agency ove r-see ing  the fu n c 
t ion ing  of Bo tswana N a t io n a l .  However, by 1967 the s i tu a t io n  had become 
so ser ious and beyond reso lve  that Botswana A irw ays  te rm in a te d  oper
a t ions  and ceased to e x is t .

In ea r ly  1969, a th ird  com pany was fo rm ed, Botswana A irw ays  C or
poration L td . This enterpr ise  was a jo in t  venture between A .G .  Burton 
and the G overnm ent. Burton and the M in is t r y  of P u b lic  W orks, represen
t ing  the G overnm ent, each owned 50 percent of the Com pany. The B o ts 
wana Government supp lied  cash to account for i ts  f i f t y  percent shares and 
i t  gained equal board represen ta t ion . H ow ever, the a d m in is t ra t iv e  centre 
continued to be located at Johannesburg where m anageria l p o l ic ie s  were 
fo rm u la te d  sub jec t to Government approva l.  It shou ld be noted that Burton 
was a con trac to r who began operating in Z a m b ia  before m ov ing  to South 
A f r ic a .  S im i la r  to Bartoni and M organ, he had no prev ious experience in 
f in a n c in g ,  p lann ing , and managing an air se rv ices  com pany .

Bo tsw ana A irw ays  provided scheduled f l ig h ts  I ink ing  B o ts w a n a 1 s 
m a in  centres and it  a lso  supp lied  in te rna tiona l air se rv ice  connections to 
and from  Lusaka and Johannesburg. The Company se rv iced  these routes 
w ith  a f le e t  of Fokker F .27  "F r ien dsh ip "  and sm a lle r  n ine -sea te r  B r i t te n -  
Norman " Is la n d e r"  a i rc ra f t .  In i ts  ear ly  years , the Company experienced 
the sam e d i f f ic u l t ie s  as i ts  p redecessors. The C o m p a n y 's  revenue c o l l 
ec t ion  c o n t in u a l ly  fa i led  to m atch  costs  and the "F r ien dsh ip "  a irc ra f t  were 
u n d e r -u t i l iz e d .  However, the a i r l in e  pro jected an increase in demand and 
ca pa c ity  uti I iza t io n  over a f iv e -y e a r  per iod . The pro jected  revenue increase 
fa i le d  to m a te r ia l iz e  s u f f ic ie n t ly  and year after year the Government had 
to s u b s id ise  the Company in order to cover i ts  increas ing operating c o s ts .  
Paying the su bs id ies  was not an easy undertaking for G overnm ent. Bud
getary revenues were l im i te d  and pressing soc ia l and deve lopm enta l dem 
ands com peted  for scarce pub lic  revenues. The Company continued to 
func t ion  under these cond it ion s  u n t i l  1972 when it ceased to opera te . The 
subs idy  becam e too c o s t ly  to G overnm ent. Not on ly  was Government 
paying an annual subs idy  to the Com pany, but it  a lso  authorised over
d ra fts  w i th  local banks. As the Botswana A irw ays Corpora tion became an 
obv ious and hopeless f in a n c ia l  d isas te r ,  the Government stepped in and 
paid o ff  the overdra fts  and s e t t le d  ou ts tand ing accounts w ith  c red ito rs .  
This m arked the th ird  t im e  that Government had done so on beha lf of a i r 
l ine  e n te rp r ise s .

The a ir  se rv ices  ventures of B a rton i,  Morgan (Botswana N a t io n a l) ,  
and Burton (Bo tsw ana A i r w a y s ) , le ft  many m em bers of P a r l ia m e n t ,  as 
w e ll as Governm ent o f f i c ia ls ,  qu ite  p e s s im is t ic  about the a d v is a b i l i ty  of 
a na tiona l a i r l in e  se rv ice  for the coun try .  They apprecia ted the convenience
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air se rv ices  prov ided. They a lso  understood the use fu lness  of a ir  se rv ices  
in overa ll p lanning and deve lopm en t.  But the m em bers  of P a r l ia m e n t  and 
governm ent o f f ic ia ls  d id  not accept that the country should have an a i r l in e  
at a l l c o s ts .  The s u b s id is a t io n  and other costs  meant foregoing other dev 
e lopm ent p ro jec ts  in order to support a nationa l ca r r ie r .

The co l lap se  of the Botswana A irw ays  Corpora tion le ft  the country  
te m p o ra r i ly  w ithou t a nationa l a i r l in e .  A ir  se rv ices  were not to ta l ly  d i s 
rupted because other scheduled and non-schedu led  charter fl ights con t inued . 
D esp ite  Botswana A irw a y s ' fa i lu re ,  a na tiona l se rv ice  was needed and 
three fac to rs  ind ica ted  that a ir se rv ices  in Bo tswana cou ld  become econ
o m ic a l ly  and c o m m e rc ia l ly  v ia b le .  F irs t ,  passenger and f re igh t t ra f f ic  by 
a ir had increased s u b s ta n t ia l ly  during the 1968 to 1972 period . Second, a 
rather subs tan t ia l techn ica l in fras truc tu re  supporting a ir se rv ices  had been 
b u i l t  in the coun try . Third , there were s igns that demand would  become 
s u f f ic ie n t  to  generate revenues enough to cover a ir  se rv ices  c o s ts .

Annual increases in air t ra f f ic  to and from  Bo tsw ana, and between 
the c o u n t r y 's  m a in  centres , are e s t im a te d  to range from  25 to 30 percent 
for the 1968 to 1972 period. A lthough the data are in c o m p le te ,  Table I 
su m m a ris e s  what is known about scheduled a ir trave l in Bo tsw ana during 
1972. E s t im a te s  p lace scheduled a ir se rv ices  at about 75 percent of to ta l 
a ir  s e rv ic e s ,  w i th  non-schedu led  accounting for the rem a inde r.

The c o u n t ry 's  a ir se rv ices  in fras truc tu re  in the ea r ly  1 9 7 0 's in c lu 
ded m a in  pub lic  a irpo rts  at Gaborone, Franc is town and S e le b i -P ik w e .  
Other a i rs t r ip s  were located at M aun and Kasane and about fo r ty  a u x i l l ia r y  
a i r f ie ld s  in the country were m o s t ly  designed for the use of s m a l le r  a i r 
c ra f t .  The Departm ent of C iv i l  A v ia t io n ,  wh ich  was separated from  the 
M e te o ro lo g ica l Departm ent in 1970/71, was (and re m a in s )  respons ib le  for 
l ice n s in g  and c o n tro l l in g  a l l a ir t ra f f ic  in Bo tsw ana. The Departm ent co n 
t inues  to undertake c e r t i f ic a t io n  of a l l  a i rc ra f t ,  it  l icenses  ai I a irc rew  m e m 
bers, aerodrom es, a ir se rv ic e s ,  oversees the opera tion of the c o u n t r y 's  
a irp o r ts ,  and rem a ins  respons ib le  for t ra f f ic  contro l and c o m m u n ic a t io n s .  
E s ta b l is h e d  as the C iv i l  A v ia t io n  Branch in 1967, the D epartm ent has 
prov ided in fras truc tu re  se rv ices  w h ich  inc lude an aeronautica l f ixed  te le 
c o m m u n ic a t io n s  sys tem  w ith  Gaborone serv ing  as the c o m m u n ic a t io n s  
l in k  between Johannesburg and S a lisb u ry  F l igh t In fo rm a tion  C entres . Other 
a ir  nav iga t io n  aids inc lude  beacons at Gaborone, F ranc is tow n , Maun and 
G hanz i.  There is a V . H . F .  c o m m u n ic a t io n  sys tem  at the Gaborone a i r 
port w h ich  is a lso  served by a bas ic  f i r e - f ig h t in g  u n i t .  These in fras truc tu re  
features were la rge ly  deve loped in the ea r ly  1970's  and the Government 
planned at that t im e  to im prove  e x is t in g  fac i I i t ie s  and to expand upon them .



TABLE I

Transport on Scheduled A ir  S e rv ices  in 
__________Botsw ana,_1972___________

Passengers Freight M a i I

Route A irc ra f t
m ovem en ts Numbers

Carried
Passenger 
K m  0  000)

Tonnes
carr ied

Tonne-
Km

Tonnes
carr ied

Tonne
Km

(a) IN TE R N A TIO N AL 
G aborone / Johannesburg /G aborone 420 10,139 2 ,900 9 9 ,6 28 ,400 2 3 ,7 6 ,778

S e le b i /J o h a n n e s b u rg /S e le b i  (1 ) 231 3 ,504 1,612 3 4 ,6 15,900 0 ,4 184

G aborone /Lusaka /G aborone 102 2 ,322 2 ,415 8 ,8 9 ,200 0 ,8 832

F ra n c is to w n /L iv i  ngs tone /F ran c is tow n  (2) 48 217 90

Sub Total 801 16,182 7 ,017 143,0 53,500 2 4 ,9 7 ,794

(b) D O M E S TIC
G aborone/Franc i s tow n/G aborone 337 3 ,797 1,576 3 3 ,3 13,800 3,1 1,287

S e le b i /F ra n c is to w n /S e le b i 311 1,731 173 3 0 ,3 3 ,000 1 ,4 140

Franc is to w n /M a u n /F ra n c i  s town 334 1,651 726 18 ,9 8 ,300 1 ,9 836

G aborone /S e leb i/G ab o rone  (2) 80 319 112 1 ,7 600 1 ,0 350

Other 367 754 289 4 ,1 1,600 1 ,3 564

Sub Total 1 ,429 8 ,252 2 ,876 8 8 ,3 27 ,300 8 ,7 3, 177

Total 2 ,230 24 ,434 9 ,893 2 31 ,3 80 ,800 3 3 ,6 10,971

N o tes : (1 ) A p r i l  to December
(2 ) January to m id -J u n e

Source : P lann ing  U n it ,  M in is t r y  of W orks and C o m m u n ica t io n s
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In 1972, prospects for grow ing demands for a ir se rv ices  in Bo tswana 
were reasonably p ro m is in g .  M in in g  opera tions were expected to lead to an 
increase in the demand for passenger s e rv ic e s  because the large expa tr ia te  
c o m m u n ity  l iv in g  in the area tended to trave l re la t iv e ly  f req uen t ly .  It was 
assum ed that th is  would  enhance an a i r l i n e ’ s revenue earn ing c a p a c i ty .  In 
add it ion ,  the border c losu re  between Rhodesia  and Z a m b ia  meant that 
t ra f f ic  to and from  Z a m b ia 's  cap ita l would be d ive rted  from  S a lisb u ry  
e ither to B lan ty re  in M a law i or to  B o ts w a n a 's  f a c i l i t ie s  at F ranc is tow n and 
Gaborone.

I I I .  The Botswana Deve lopm ent Corpora tion and A ir  Bo tsw ana

For the foregoing reasons, another venture in to  na tiona l a i r l in e  a c t 
iv i ty  was an a t tra c t iv e  p ropo s it ion .  U nder ly ing  the P re s id e n t ' s D ire c t iv e  
C AB 32 /72  were Cabinet d iscu ss io n s  cen te r ing  on the c o m m e rc ia l  v ia b i l i t y  
of yet another opera tion . It was concluded that properly  done, a na tiona l 
a i r l in e  opera tion cou ld  become f in a n c ia l ly  sound. The Bo tsw ana D e ve lo p 
m ent C o rp o ra t io n 's  management inherited  the task  of m ak ing  A ir  Bo tswana 
a f in a n c ia l  success . M anagem ent was m in d fu l of the past fa i lu re s  and 
learned from  them . M anagem ent recogn ised those aspects  of a ir  se rv ices  
that were c o s t ly  and p ro f i t - re d u c in g .  These inc luded  owning (or leas ing )  
a i rc ra f t .  Purchase (or lease) cos ts  were increas ing  as in f la t io n  gripped 
the coun tr ies  where the equ ipm ent was b u i l t  and s o ld .  Operating cos ts  were 
increas ing  p a r t ic u la r ly  because ra p id ly  r is in g  pe tro leum  pr ices  g lo b a l ly  
caused fue l cos ts  to ju m p  s u b s ta n t ia l ly .  Other cos t fac to rs  im p inged  upon 
p ro f i ts :  ca te r ing  was becom ing  more expens ive , som e na tions  were in 
creas ing  landing fees , and labor and other assoc ia ted  cos ts  were c l im b in g .

However, other aspects  of p rov id ing  a ir se rv ices  rem a ined  rather 
p ro f i ta b le .  T icke t ing  agency se rv ices  required l i t t le  overhead ca p ita l and 
the returns were re la ted  to the expansion in revenue c o l le c te d  by the a i r 
l ines  for w h ich  t ic k e t in g  se rv ices  were p rov ided . The t ic k e t in g  agent 
rece ived  a c o m m is s io n  regard less of whether the a i r l in e  whose t ic k e t  was 
so ld  made a p ro f i t .  In ad d it io n ,  p rov id ing  g round-hand ling  f a c i l i t ie s  would  
l ik e ly  be p ro f i tab le  for A ir  Bo tsw ana . S ince  the f a c i l i t ie s  e x is te d ,  a d d i t 
ional ca p i ta l  ou t lays  wou ld  be m in im a l  and fees cou ld  be c o l le c te d  from  
expanded f l ig h t  schedu les regard less of whether the com pan ies  f ly in g  the 
routes d id  so p ro f i ta b ly .  In e f fe c t ,  t ic k e t in g  and g round -hand l ing  se rv ices  
were t ied  to a ir  t ra f f ic  v o lu m e s ,  both in the number of f l ig h ts  and passen
gers served: they were not d i re c t ly  re la ted  to a i r l in e  p ro f i ts .
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A ir  Botswana cou ld  have provided a ir se rv ices  under i ts  own nam e, 
but the Deve lopm ent Corpora tion d id  not want i ts  subs id ia ry  to get in to  
the more c o s t ly  and less p ro f i tab le  aspects  of co m m e rc ia l a v ia t io n .  The 
C o rp o ra t io n 's  management cam e up w ith  a p lan that subsequently  proved 
to be as tu te .  A ir  Botswana sub-con trac ted  i ts  na tiona l a ir  t ra f f ic  r igh ts ,  
a na tiona l asse t,  to p r iva te  operators of scheduled a i r l in e s .  This po l ic y  
sh if ted  the co m m e rc ia l  r is k s  invo lved  to the p r iva te  operators w h i le  p la c 
ing contro l of the a ir se rv ices  under the D eve lopm ent Corpora tion and the 
D irec to r  of C iv i l  A v ia t io n .  G iven th is  d e c is io n ,  A ir  Botswana perfo rm s 
these fu n c t io n s .

1. P rov ides  a general sa les  agency se rv ice  for 
fo re ign  a i r l in e s  on a c o m m is s io n  ba s is ;

2 . P rov ides  ground-handi ing fac i I i t ie s  to  fo re ign 
a i r l in e s  on a fee b a s is ;  and

3. P rov ides  scheduled charter se rv ices  by sub 
con trac t ing  i ts  nationa l t ra f f ic  r igh ts  to a 
p r iva te  operator on a c o m m is s io n  b a s is .

A t present, d o m e s t ic  air se rv ices  are provided by scheduled and 
charter operators between Gaborone, F ranc is tow n, S e le b i-P h ik w e ,  Maun 
and Kasane. A ir  Botswana a lso  operates a se rv ice  between Johannesburg -  
Bo tswana -  Lusaka and two other a ir l in e s  -  Z a m b ia  A irw ays  and South 
A fr ica n  A irw ays  -  operate routes from  Lusaka and Johannesburg respec t
iv e ly  to B o ts w a n a 's  m a in  cen tres .

The C o m p a n y 's  p ro f itab i I i ty  began w i th  i ts  f i r s t  fi s e a l -y e a r ' s oper
a t io n s .  This is p rec ise ly  what the C o m p a n y 's  p o l ic y  o b jec t ive  has been 
s in ce  its  in cep t ion .  Tables II and III show balance sheet and p ro f i t  and 
loss data for f is c a l  years 1973 and 1974. The data show that A ir  Botswana 
reg is te red  an a fte r tax  p ro f i t  of R 42 ,795  for the year ending 30 June 1973. 
Th is  p ro f i t  was generated from  a f i r s t - y e a r  revenue of R 129,217. The 
s i tu a t io n  im proved for the year ending 30 June 1974when an after tax pro
f i t  o f R 53, 812 was made out of a revenue of R 190,638. When fu l ly  c o m 
p i le d ,  the data for 1975 and 1976 w i l l  a lso  show a hea lthy  annual p ro f i t .  
These p ro f i ts  m ake a usefu l and im portan t part of the Deve lopm ent Cor
p o ra t io n 's  ho ld in g s .  In 1973, A ir  Botswana accounted for e igh t percent 
of the D eve lopm ent C o rp o ra t io n 's  a f te r - ta x  p ro f i t  as a ho ld ing  com pany . 
This increased to a lm o s t  e leven percent during the fo l lo w in g  year. The
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TABLE II

AIR BOTSWANA (P R O P R IE T A R Y ) LIM ITED  

BALANCE SHEETS  

AT 30 JUNE 1974 AND 1973

SHARE CAPITAL  

Authorised:
10,000 shares of R1 each

Issued and fu lly  paid:
3 shares of R 1 each

U N A P PR O PR IA TED  PROFITS

1974 1973

R 10,000 R 10,000

3

48 607 
R48 610

3

18 795 
R18 798

Represented by: 

FIXED A SSETS

Vehicles

Furniture, fittings and 
equipment

Cost

R

2 000

10 186 
12 186

Accum .
Depr.

R

692

1 460
2 152

Net
Value

R

1 308

8 726 
10 034

Net
Value

R

1 734

4 771 
6 405

CURRENT A SSETS

Amount owing by associate company 136 248
Debtors and prepayments 781 85 360
Bank and cash 64 163 105 249*

201 192 190 609

CURRENT L IA B IL IT IE S

Creditors and accrued charges 1 15 716  135 107
Amount owing to Holding Company -  109
Provision for taxation 22 900 19 000
Dividend provision 24 000 24 000

162 616 178 216

NET CURRENT A SSETS 38 576 12 393

R48 610 R 18 798

)
) D IRECTO RS
)



TABLE 111

AIR BOTSW ANA (P R O P R IE T A R Y ) LIMITED 

PROFIT AND LOSS ACCOUNTS

FOR THE Y E A R S  ENDED 30 JUNE 1973 AND 1974

1 8 .7 .7 2
1974 to

3 0 .6 .7 3

REVE N U E

T icke t,  Fre ight and Charter C o m m is s io n R84 548 R60 550
Ground Handling 82 045 54 234
R o ya lt ie s  and Other 24 045 14 383

190 638 129 217

E X P E N S E S

A d ve rt is ing 287 209
A u d it  Fee 2 000 1 200
Bank charges 856 574
D eprec ia t ion 1 295 857
D ire c to r 's  rem unera t ion 12 430 -

General expenses 1 635 958
H ire  charge 309 283
1nsurance 710 476
Legal expenses 45 1 080
Loss on d isposa l of f ixed  assets - 54
M anagem ent expenses 2 864 1 828
P r in t in g  and s ta t ione ry 6 478 1 832
P rov is ion s  for doubtfu l debts 922 1 245
Rent 4 790 3 415
Repairs and m ain tenance 1 665 480
S a la r ies 60 412 43 819
S ecre ta r ia l fee 861 710
T e lecom m u n ica t ions 11 151 6 626
Tra in ing  expenses 1 913 -

U n ifo rm s 1 373 338
V e h ic le  expenses 1 478 1 032
Water and e le c t r ic i t y 832 406

114 306 67 422
PROFIT BEFORE TAXATION 76 332 61 795

P ro v is io n  for incom e tax  based on the
p ro f i t  for the year 22 520 19 000

PROFIT AFTER TAXATION 53 812 42 795
D iv idend 24 000 24 000

29 812 18 795
Unappropria ted p ro f i t  brought forward 18 795 -

U N A P P R O P R IA TE D  PROFIT AS SHOWN IN THE
D A I  A M  r ' D  C U C C T

R48 607 R18 795
B A LA N C E  SH EET
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proport ion is l ik e ly  to c l im b  even higher for the 1975-76 per iod . This occu r
red w ithou t a heavy in i t ia l  cap ita l o u t la y .  The Company purchased the assets  
and equ ipm ent of i ts  im m e d ia te  predecessor for an ou t lay  of app ro x im a te ly  
R 5 ,0 0 0 . A ir  B o ts w a n a 's  p ro f i ta b i l i t y  is cons is te n t  w i th  the Deve lopm ent 
C o rp o ra t io n 's  goal of acqu ir ing  inves tab le  surp luses and us ing  them  to f in 
ance undertakings that are in turn cons is te n t  w i th  the Nationa l Deve lopm ent 
P lan .

Two bas ic  o rgan isa t iona l fac to rs  con tr ibu te  to the f in a n c ia l  success  of 
A ir  Bo tsw ana. The f i r s t  is s h i f t in g  the a d m in is t ra t iv e  centre  to Gaborone 
from  Johannesburg, where it  had been located under predecessor a i r l in e s ,  
and the second is  rec ru it ing  experienced top m anagem ent.  Another fac to r is 
a favourab le  agreement sub -co n tra c t in g  na tiona l a ir t ra f f ic  r ig h ts .  In 1974 
the Board of D irec to rs  of A ir  Botswana appoin ted a M anag ing  D irec to r  who 
had a number of years experience w ith  BOAC before spending nearly  twenty 
years w ith  the East A fr ican  A irw a y s .  Th is  meant that an in d iv id u a l who was 
fa m i l ia r  w i th  the indus try ,  and who was a lso  fa m i l ia r  w i th  the prob lem s in 
herent in p rov id ing  a ir  se rv ices  on the A fr ica n  con t in e n t ,  was a va i la b le  to 
guide the d a y - to -d a y  opera tions of the C om pany. In a d d it io n ,  A ir  B o ts w a n a 's  
Sa les and Tra in ing  Manager was recru ited  w i th  s im i la r  experience as was the 
C o m p a n y 's  Head Accoun tan t.  Their com bined  experience co m p le m e n t the 
M anag ing D i re c to r 's  knowledge and m anageria l exp e r t ise .

The Company agreed to i ts  key s u b -co n tra c t in g  arrangem ents in 1974. 
A ir  Botswana entered in to a su b -co n tra c t in g  agreement w i th  an assoc ia te  
com pany , A ir  S e rv ices  Botswana (P ty )  L td . Under the te rm s  of the agree
m en t,  A ir  S e rv ices  Botswana operates a Hawker S idde ley  748 in A ir  B o ts 
w a n a 's  name on the routes served by the a i r l in e .  The sub -con trac to r  then 
pays a ro ya lty  to A ir  B o tsw ana. To ra t io n a l is e  the use of a irc ra f t  to ob ta in  
a h igher and more p ro f i tab le  c a p a c ity -u s e  fa c to r ,  Swazi A ir  con trac t to use 
the HS748 to operate som e f l ig h ts  between Johannesburg and S w a z i la n d .

D e ta i ls  of the sub -co n tra c t in g  arrangem ents are c o m p le x .  A ir  B o ts 
wana con trac ts  na tiona l a ir  se rv ice  r igh ts  to A ir  S e rv ices  Bo tsw ana . A ir  
S e rv ic e s ,  headquartered in Johannesburg, is  p r im a r i ly  owned by Avdev A v i 
a t ion  D eve lopm ent L td . ,  a co rpora t ion  c o n s t itu te d  under the laws of S w i t 
ze r lan d . A ir  S e rv ices  leases a Hawker S idde ley  748 from  Avdev under the 
fo l lo w in g  s p e c i f ie d  c o n d it io n s :

(a )  f l ig h ts  w i l l  be l im i te d  to  A fr ic a  south of the Equator,
(b )  the lessee shal I m a in ta in  the a irc ra f t  in good c o n d it io n ,
(c )  i t  sh a l l  perform  repa irs ,  rep lace parts and equ ipm ent 

when needed, and
(d) i t  sh a l l  perform  overhau ls .
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The lessor may recover damages in the event that conditions (b) through 
(d ) are not m et. Air Services is also closely involved with Protea Air 
S ervices, another South African company sharing the same m ailing  
address as Air Services Botswana. This latter company, Protea, prov
ides two services to Air S erv ices. It leases a D C -3  which is used by 
Air Services Botswana on charter flig h ts . In addition, Protea provides 
a management service to Air Services on a com m ission basis. Protea 
is also a subsidiary of Avdev, as is Swazi A ir, the company working 
with Air Botswana to improve seating capacity u tilisation  on scheduled 
f I ights.

The contract between Air Botswana and Air Services Botswana 
provided that from 1st April 1974, twelve months notice of term ination  
would have to be given by either party. In addition, no such notice 
could be tendered during the first eight years of the contract's  existence. 
From 1st April 1974 to 31st March 1976, Air Botswana received a royalty  
of five cents per each statutory m ile  flow n. In case of fare increases 
beyond those effective  on 1st April 1974, a proportional share of the 
increases is to be paid to Air Botswana. The contract provided that from  
1st April 1976, the per statutory m ile  flown rate would increase to 7 .5  
cents, with the sam e proviso about fare increases being proportionally 
shared. The new com m ission rate cam e into effect this year. Air Bots
wana also receives portions of fare increases since April 1976.

In addition to receiving royalties for the transfer of air traffic  
rights, Air Botswana receives payments from Air Services for ground- 
handling from Air Services Botswana, South African and Zam bia  Airways 
and any other line it services. Fees for a ll a irlines are tied to those 
charged to South African A irw ays.

An additional source of revenue is a three percent ever-rid ing  
com m ission on all ticket sales by Air Botswana, both domestic and 
international in compensation for general sales agency duties.

IV . The Organisation and Management of Air Botswana

Air Botsw ana1 sorganisation is straightforward, as shown in Chart
I .  The Managing Director oversees the organisation and is a member of 
the Board of Directors which appoints h im . The Board has six other 
m em bers, three from the Botswana Development Corporation and three 
representatives of Government -  The Governor of the Bank of Botswana, 
the Permanent Secretary of the M in istry  of Works and Com m unications, 
and the A dm in istra tive Secretary, Office of the President.
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Chart I. O rgan isa t ion : A ir  Botswana (P ty )  L td.

The Board of D irec to rs  (7)

— — ---------------------Manag ing D irec to r  ( 1 ) -------------

Accountant (1)

C le rks  (3)

L ia ison
w ith  A ir  S e rv 
ice s ,  Botswana

Personal Secre tary  (1)

M anager, Sa les  and 
Tra in ing  (1)

Gaborone
A irpo rt

( 12)

Gaborone 
Sa les  O ff ice

(9)

Franc is tow n 
Sa les  O ff ice  
and A irpo rt

( 12)

 r
Seleb i -P ik w e  
S a les  O ff ice  
and A irpo rt

(5 )

Travel In te rna tiona l 
Manager (5)

The C o m p a n y 's  general m anagem ent is the d irec t  re s p o n s ib i l i ty  of the 
M anag ing D ire c to r .  He en joys a w ide  la t i tude  in p lann ing , d i re c t in g ,  c o 
o rd ina t ing  and c o n tro l l in g  the C om pany. He does so sub jec t to the under
s tand ing that A ir  Botswana w i l l  be managed in a manner co n s is te n t  w i th  (a) 
the c o m m e rc ia l  in te res ts  of the Botswana D eve lopm ent Corpora tion , (b ) the 
techn ica l re s p o n s ib i l i t ie s  of the D irec to r  of C iv i l  A v ia t io n ,  and (c )  the pro
v is io n s  of the Nationa l Deve lopm ent P lan .

V . A ir  S e rv ices  in B o tsw ana: S upp ly ,  In fra s t ru c tu re ,
Demand and Legal Framework
S u p p ly :

The s truc tu re  of the supp ly  s ide  of the industry  in vo lves  both scheduled 
and non-schedu led  charter a i r l in e s .  A ir  B o tsw ana, through A ir  S e rv ices  
Bo tsw ana, and Swazi A ir  -  through an agreement to pool resources w ith  A ir  
Botswana -  com b ine  w ith  Z a m b ia  and South A fr ica n  A irw ays  to f i l l  the de
mand for scheduled s e rv ic e s .  These scheduled f l ig h ts  account for about 75 per-
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cent of a l l the c o u n t r y 's  a ir t ra f f ic .  The rem a inder is provided by charter 
com pan ies  such as Desert A ir  and Ka lahari A ir  S e rv ic e s .  The annual 
demands for scheduled and charter se rv ices  are e s t im a te d  to  increase by 
17 to 25 percent for the next several years . Charter com pan ies  are expec
ted to experience a som ewhat greater rate of grow th , perhaps to 30 per
cent if  to u r is m  expands at a steady ra te .

I n fras truc tu re

The a ir l in e s  operate w ith in  a c o n t in u a l ly  im prov ing  in fras truc tu re .  
B i tu m e n  a irs t r ip s  have been b u i l t  at the Gaborone, S e le b i-P ik w e  and 
Franc is tow n a i r f ie ld  s i te s .  However, none of the s ite s  can cu rren tly  a c c 
om m odate  heavy je t  a irc ra f t .  A de ta i led  p lan for the deve lopm ent of 
c iv i l  a v ia t io n  is being drawn up as part of the nationa l transport p lan now 
under p repara t ion . During the 1976-1981 plan period, several p ro je c ts ,  
in c lud ing  je t  a i rc ra f t  f l ig h ts ,  cou ld  be im p le m e n te d .  The im provem ent of 
phys ica l f a c i l i t ie s  gene ra l ly ,  as w e ll as im provem ents  in nav iga t ion  and 
c o m m u n ic a t io n  s y s te m s ,  w i l l  be undertaken. The planned re loca t ion  of 
the A irpo rt  at Gaborone to a s i te  further from  the c i t y  centre m ig h t  be 
de ferred. The present f a c i l i t y  is to be upgraded to a standard capable of 
accom m oda ting  short-range  je t  a irc ra f t .

Demand

On the demand s ide , an im portan t part of the expected growth in 
the non -schedu led  charter f ie ld  is t ied  to to u r is m .  Non-schedu led  f l ig h ts  
w h ich  a lready account for about 25 percent of a l l a ir  trave l in the coun try , 
are expected to continue growing at a more rapid rate perhaps reaching 
30 percen t.

Whether the expected growth a c tu a l ly  com es about w i l l  depend on 
a number of fac to rs .  One is the success of Government p o l ic ie s  designed 
to deve lop  wi Id l i fe  to u r is m ;  that is ,  hun ting , f is h in g ,  and photographic 
s a fa r is .  C e rta in ly  som e Government o f f ic ia ls  have reserva tions about 
the appropria teness and econom ic  ju s t i f ic a t io n  for ex tens ive  publ ic in v e s t 
m ent in conven tiona l m ass tou r ism  to Bo tsw ana. Under current c i r c u m 
s tances , the ir  concerns are w e ll founded because growth in the number of 
to u r is t  hun ters , f ishe rm en  and ga m e v ie w e rs  v is i t in g  Botswana is l im i te d  
both by the ca p a c ity  of the w i ld l i f e  areas and the ir phys ica l a c c e s s ib i l i t y .  
In ve s tm e n ts ,  they urge, m ust be weighed ca re fu l ly  on a c o s t /b e n e f i t  c a l 
c u lu s .  There are some favourab le  prospects regarding increase in in com es, 
e m p lo y m e n t,  and revenues from  th is  sec to r .  It ca ters  to the h ig h - in c o m e  
to u r is t  who is wi I l ing to pay dearly  for the r igh t to f is h ,  hunt and v ie w  game



in one of the w o r ld 's  p r im e  recreationa l a reas. Expanding the m odest fa c 
i l i t ie s  cou ld  be re g io n a l ly  im po rtan t,  p a r t ic u la r ly  in the sparse ly  populated 
areas to the north and northwest, and Governrpent has a pro jec t on the d e v 
e lopm ent of parks wh ich  would inc lude M aun, the Okavango, M o r e m i , 
Chobe and the Nxai Pan. The deve lopm ent of accom m oda tion  at a rr iva l and 
departure po in ts  would  be le ft  to the p r iva te  to u r is t -o r ie n te d  com pan ies .  
The Government would  deve lop m odest to u r is t  cam ps w i th in  the areas as 
w e ll  as prov ide im proved roads se rv ic in g  the parks .

Another factor is the growth in a ir  t ra f f ic  s im p ly  to prov ide the usual 
support to the general econom ic  and soc ia l deve lopm ent of the coun try .  A 
hea lthy charter and non-schedu led  m arke t m ay be to some extend indepen
dent of to u r is m .

The demand for A ir  B o ts w a n a 's  se rv ices  m ig h t  be enhanced by to u r
is ts  com ing  from  abroad when A ir  Bo tswana perform s t ic k e t in g  s e rv ic e s .  
W h ile  th is  is u n l ik e ly ,  handling fees from  Lusaka and Johannesburg f l ig h ts  
cou ld  increase i f  t o u r is m 's  growth generates more incom ing  and outgoing 
f I ig h ts .

A ir  B o ts w a n a 's  m a in  in te res t,  a long w ith  its  sub -co n tra c to r ,  is not 
t ied  to to u r is t  t ra v e l.  Acco rd ing  to recent Deve lopm ent P lan  a n a ly s is ,  
there are f iv e  m a in  cond it ion s  under w h ich  such trave l is  l ik e ly  to In c re a s e :
(a) when the demand is generated in a s m a l l  area such as Gaborone, Fran
c is to w n ,  or S e le b i -P ik w e ;  (b ) when the incom ing  or outgoing tr ips  are non
s top or at least reasonably  d i re c t ;  (c )  when they cover re la t iv e ly  long d i s 
tances ; (d )  when a l te rn a t ive  modes of t ransporta t ion  e ithe r do not e x is t  or 
are expens ive ; and /o r  (e ) when in d iv id u a ls  p lace a h igh va lue  on the ir  t im e  
or the t im e  that fre igh t is in t ra n s i t .

Legal Framework

B o ts w a n a 's  a ir  se rv ices  indus try  operates w i th in  a regu la to ry  f ra m e 
work com ing  under the purv iew  of the M in is t r y  of Works and C o m m u n ic a t io n s .  
In a d d it io n ,  an A ir  Transport L icens ing  A u th o r i ty  e x is ts  and i ts  func t ions  
are (a ) to adv ise  the M in is te r  on m a tte rs  apperta in ing  to the p rov is ion  of 
scheduled air se rv ic e s ,  both d o m e s t ic  and in te rn a t io n a l ,  and (b )  to l icense  
a ir  operators to provide these se rv ice s  as necessary . The A u th o r i t y ' s m e m 
bersh ip  c o n s is ts  of the fo l lo w in g  m em b ers :

(1 ) Perm anent Secretary  M in is te r  o f W orks
and C o m m un ica t ions  C ha irm an

(2) D irec to r  of C iv i l  A v ia t io n M em ber
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(3) R epresenta t ive  from  the Legal 
Departm ent M em ber

(4) M em ber from  the P r iva te  Sector M ember

(5) M em ber from  the P r iva te  Sector M em ber

The A u tho r i ty  requ ires A ir  Botswana to provide in te rna tiona l and do 
m e s t ic  scheduled a ir  se rv ices  to m eet the needs of the C o m m un ity  in a c c 
ordance w ith  the te rm s of P res iden t ia l D ire c t iv e  of July 1972. In the event 
that A ir  Bo tswana is unable or u n w i l l in g  to prov ide a scheduled se rv ice  that 
the A u tho r i ty  cons ider necessary to serve a pub lic  need, then it  w i l l  l icense 
another operator for th is  purpose.

The Nationa l A i r l i n e 's  operation is protected in that the A u tho r i ty  
w i l l  not approve any app lica t io n  from  other operators that w i l l  p lace them  
in a c o m p e t i t io n  w ith  the Nationa l A i r l in e  on the routes for w h ich  the N a t
ional A i r l in e  is l icense d . A ir  Botswana is e n t i t le d  to make any c o m m e r
c ia l  arrangem ent i t  w ishes to provide the se rv ice  for wh ich  i t  is l icensed , 
but the S e rv ices  m us t be im p lem en ted  w i th in  180 days of the license  being 
issued .

The A u tho r i ty  cons iders  a p p lica t io n s  from  other operators for the 
p rov is ion  of a ir  se rv ices  not provided by the Nationa l A i r l in e .  Any a p p l ic 
a t ions  w i l l  be pub lished and the Nationa l A i r l in e  w i l l  thus be provided w ith  
an opportun ity  to ob jec t .  The M in is te r 's  p o l ic y  d i re c t iv e  to the A u tho r i ty  
requires that body to g ive  preference to the Nationa l A i r l in e  when granting 
l icenses  for scheduled se rv ices  and any ob jec t ion  lodged by the Nationa l 
A i r l in e  w i l l  be susta ined provided that A ir  Botswana is prepared to operate 
the se rv ice  i t s e l f  or arrange for it  to be operated by a con trac ting  agent.

N on-schedu led  pub lic  transport operations and aeria l work is con 
t ro l le d  by the M in is t r y  through the D irec to r of C iv i l  A v ia t io n .  The D irec to r 
im p le m e n ts  the M in i s t r y 's  p o l ic y  wh ich  is to encourage th is  type of oper
a t ion  to m eet the pub lic  need and the needs of a deve lop ing econom y. The 
Nationa l A i r l in e  is  to be consu lted  in accordance w ith  the te rm s of the 1972 
P res iden t ia l D i re c t iv e .  N on-schedu led  pub lic  transport operations are reg
u la ted  as requ ired , us ing current c iv i l  av ia t ion  le g is la t io n .  A ir  Botswana 
is e n t i t le d  to operate non-schedu led  air transport se rv ices ,  but th is  type 
of opera tion is not covered by any l icense  issued by the A u tho r i ty .  It is 
necessary for an a p p l ica t io n  to be made to the D irec to r of C iv i I  A v ia t io n  
for an A ir  S e rv ice  P e rm it .  In those cases when a p p lica t ions  are rece ived 
to operate non -schedu led  se rv ices  or perform  aeria l work from  operators 
other than the N a tiona l A i r l in e ,  A ir  Botswana w i l l  n o rm a lly  be g iven p re f



18 -

erence provided that it  has the c a p a b i l i t y ,  i t ' s  te rm s  are reasonably  c o m 
p e t i t iv e ,  and i t ' s  opera tion is in a l l other respects  in order.

The M in is te r  exe rc ises  contro l over fare s truc ture  and p r ic ing  in 
respect of scheduled and non-schedu led  opera tions to ensure that a i r t r a n s 
port operators adopt a nationa l p r ic ing  p o l ic y  than can be shown as being 
c lo s e ly  re la ted  to c o s ts .  A ls o ,  it  is the M in is t e r 's  p o l ic y  that in the 
foreseeab le  fu ture the Nationa l A i r l in e  sha ll have a m onopo ly  at Govern
m ent Aerodrom es for the handling o f -a i r c ra f t ,  passengers, baggage, and 
cargo. This does not provide A ir  Botswana w ith  the r igh t to sub -co n tra c t  
these fu n c t io n s .  In the event that A ir  Botswana does not w is h ,  or is un 
able to undertake these fu n c t io n s ,  the M in is te r  may d ire c t  that pub lic  ten 
ders are cat led.

The above fram ew ork  is conta ined in "G uidance M a te r ia l P rov ided 
to the Bo tswana Deve lopm ent Corpora tion Ltd. by the M in is t r y  of Works 
and C o m m un ica t ions  on the M in is t r y 's  A ir  Transport P o l ic y " .  In a re p ly 
ing le tter from  the Deve lopm ent Corpora tion , some add it iona l po in ts  were 
m ade.

F irs t ,  P res iden t ia l D ire c t iv e  CAB 32 /72  sought to invest in The 
Botswana D eve lopm ent C orpora tion , as the co m m e rc ia l arm  of Govern
m en t,  w i th  the re s p o n s ib i l i ty  for us ing  B o ts w a n a 's  a irspace asset in a 
c o m m e rc ia l ly  sound w ay, generating funds to bene fit  the general d eve lop 
m ent of the econom y. Were any of these funds to f ind  the ir way in to  e x 
penditure for expanding or im p rov ing  the general c iv i l  a v ia t io n  in f ra s t ru c 
ture , they wou ld  do so v ia  the norm al Government a l lo c a t io n  p rocess: a
c iv i l  a v ia t io n  budget would  be accepted by G overnm ent; and the D e ve lo p 
m ent Corpora tion  would dec la re  a d iv idend  covering its  agreed upon co n 
tr ib u t io n  to  that budget.

During A ir  B o ts w a n a 's  four years the underly ing  p o l ic y  that caused 
it  to be created has not changed. However, d i f fe rences  of in te rpre ta tion 
of the P re s id e n t ia l D ire c t iv e  between var ious c iv i l  a v ia t io n  o f f i c ia ls  and 
the Board of A ir  Botswana have been n o t ice d .  C le a r ly ,  for A ir  Bo tsw ana 
to con t inue  to be able to carry out its  m andate, those areas where c o n fu s 
ion has ar isen  shou ld  be c la r i f ie d ,  and the in ten tion  of the P res iden t ia l 
D ire c t iv e  shou ld  be made abso lu te ly  c le a r .

Second, the M in is te r  for W orks and C o m m un ica t ions  m ig h t  issue 
the fo l lo w in g  regu la t ions ,  wh ich  he can do under the var ious  p ieces of 
enab ling  le g is la t io n  that govern c iv i l  a v ia t io n :
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1. A nom inee of A ir  Botswana m ust be a m ember of any 
A ir  Transport L icenc ing  au tho r ity  that may be c o n s t i 
tu ted .

2 . A l l  l icence s ,  of whatever dura t ion , for dom es t ic  or 
in te rna tiona l scheduled routes or se rv ices ,  or for in 
te rna tiona l non-schedu led  se rv ices  for the carriage of 
both passengers and fre igh t m ust be sub jec t to the 
l icencee  entering in to  a roya lty  agreement w ith  A ir  
Bo tsw ana . R oya lty  agreem ents, or a ir fa res, wou ld , 
of course , be sub jec t to rev iew  by the Board of D i r 
ectors  of the Botswana D eve lopm ent Corporation and 
therefore  by Government thereby assuring that the 
na tiona l in te res t is re flec ted  in any agreement or fare 
cons truc ted .

3. A l l  d om es t ic  and in te rna tiona l charter f l ig h ts ,  pass
enger or f re igh t ,  that cou ld  com pete  w ith  a scheduled 
f l ig h t  m us t be sub jec t to the approval of A ir  Bo tsw ana.

4. A ir  Botswana m ust be at l ibe r ty  to e s tab l ish  both 
d o m e s t ic  and in te rna tiona l fares sub jec t to in te rna t
ional agreem ents .

5. The M in is te r  of W orks and C om m un ica t ions  ins truc ts  
a l l  m em bers  of the M in is t r y  s ta f f  to take , at a l l  t im e s ,  
a l l  s teps necessary to enable A ir  Botswana to f u l f i l l  
a l l  of i ts  warranties and o b l ig a t ions  a r is ing  from  its  
con trac ts  w ith  A ir  S e rv ices  Bo tswana.

6 . A nom inee  of A ir  Botswana m ust be a part of any o f f 
ic ia l  nego tia t ing  team  that dea ls w ith  a ir l ine m a tte rs -  
such as b i la te ra l t re a t ie s ,  e tc .

7. A ir  Botswana m ust have the r igh t to m onopo lize  the 
hand I ing of a i rc ra f t ,  passengers, baggage and cargo 
w i th in  Bo tsw ana.

This then in the unclear s ta te  of the legal fram ework under wh ich  
Air Botswana opera tes .



-  20  -

V I . P o l ic y  O b jec t ives

At th is  po in t,  som e p o l ic y  o b je c t ive s  should be made c le a r .  The 
Deve lopm ent C o rp o ra t io n 's  p r im ary  goal is to obta in  p ro f i ts  from  its  
var ious ho ld ings  in order to make in ves tm en ts  leading to econom ic  dev 
e lopm ent and soc ia l progress in B o tsw ana. This means that A ir  B o ts 
w a n a 's  p o l ic y  o b je c t iv e ,  as a subs id ia ry  com pany, is to operate p ro f i t 
ab ly  through an e f fe c t iv e  o rgan isa t ion , an e f f ic ie n t  m anagem ent, and 
w i th in  a favourab le  agreement w ith  its  sub -con trac to r ,  A ir  S e rv ices  
Bo tsw ana. A ir  Botswana has an in te res t in re la t iv e ly  h igh ro y a lt ie s  in 
exchange for a ir t ra f f ic  r ig h ts ,  a na tiona l asse t .  It a lso  has an in te res t 
in re la t iv e ly  h igh fees for g round-hand ling  and t ic k e t in g  se rv ic e s .  A ir  
Services Botsw ana, a p ro f i t  o r iented p r iva te  com pany, is in te res ted  in 
its  own p ro f i ts .  A ir  S e rv ices  is in te res ted  in ob ta in ing  a con trac t where
in its  roya lty  paym ents and fee expenses are re la t iv e ly  low . But i t  is 
c lear that w h i le  the two com pan ies  have c o n f l ic t in g  o b je c t iv e s ,  they 
share an o v e r - r id in g  in te res t in m a in ta in in g  a s i tu a t io n  where neither 
bankrupts the o ther. And w h i le  it  is not c la im in g  near bankruptcy , A ir  
S e rv ices  Bo tsw ana is fa i l in g  to  make a p ro f i t .  When the agreement was 
s igned , i t  was env is ioned  that A ir  S e rv ices  would  begin to m ake money 
in its  th ird  year of ope ra tion . But operating cos ts  have increased beyond 
expec ta t ions  due to the r ises  in fuel p r ices ,  ca ter ing  se rv ices  co s ts ,  
landing fees and the general level of in f la t io n .  The sub -con trac to r  is 
requesting that A ir  Botswana de lay further any im pos ing  of the roya lty  
increase that com es in to  e f fe c t  on 1st A p r i l .  Com bined w ith  an increase 
in fares w ith  the pe rm iss ion  of IATA, th is  ac t ion  cou ld  go a long way 
towards coping w ith  A ir  S e rv ices  f in a n c ia l  s i tu a t io n .

Another im portan t set of p o l ic y  ob je c t ive s  have to do w i th  t ra n s 
port p lann ing  w i th in  na tiona l p lann ing o b je c t iv e s .  Accord ing  to the c u r 
rent Na tiona l D eve lopm ent P lan , the ob je c t ive s  of transport p lann ing  in 
Botswana are as fo l lo w s :

(a) to draw up an accurate inventory  of resources a v a i la b le  to 
m eet the demand for m ovem ent of goods and passengers,

(b ) to recom m end ways by w h ich  these resources can be used 
more e f f ic ie n t ly  in m ee t ing  e x is t in g  dem and,

(c )  to e s t im a te  fu ture demand for transport se rv ic e s ,  and

(d) to de te rm ine  the best m ethod of expanding the transport 
resources of the country  in order to m eet future demand 
tak ing  in to  account va r ious  na tiona l o b je c t ive s  set out in 
the N a tiona l D eve lopm ent P lan .
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A ir  Botswana w i l l  have a role to p lay in the c o u n t ry 's  future air 
transport p ic tu re .  It is expected that air t ra f f ic  w i l l  expand rap id ly  
during the 1973-1978 plan period as w e ll as during the 1976-1981 t im e  
span. The m ost recent plan notes tha t,  bene fit ing  from  the experiences 
of i ts  p redecessors, A ir  Botswana w i l l  m os t l ik e ly  not a t tem p t to op 
erate new air se rv ices  un t i l  it  is sure of the ir co m m e rc ia l v ia b i l i t y .  
The P lan  goes on to note the p o s s ib i l i t y  that A ir  Botswana m igh t  at 
som e t im e  in the future consider s ta rt ing  its  own se rv ices ,  us ing its  
own a irc ra f t ,  i f  demand expands s u f f ic ie n t ly .  G iven the uncerta in ty  
about A ir  B o ts w a n a 's  c o m m e rc ia l  expansion , it seems reasonably 
l ik e ly  that non-schedu led  a ir  charters w i l l  com e to play an im portan t 
ro le  in the na tiona l transport schem e. They are able to se rv ice  the 
more rem ote  sec t ions  of the country where demand w i l l  not support 
scheduled s e rv ic e .  In add it ion ,  air charter se rv ices  provide a f l e x i 
b i l i t y  not o ffered by a set se rv ice  schedu le . They can react to needs 
rather than force passengers and f re ig h t-sh ip p e rs  to set the ir p lans in 
response to a f ixed  schedu le . This m igh t  be pa r t ic u la r ly  c o s t-s a v in g  
when one cons iders  that va luab le  t im e  is saved . Government o f f ic ia ls  
and em p loyees  and people and goods from  the p r iva te  sector can be 
moved q u ic k ly  and poss ib ly  at a cos t sav ing .

Both the M in is t r y  of Works and C o m m un ica t ions  and the Depart
ment of C iv i I A v ia t io n  see a necess ity  to expand the c o u n try ' s a ir se r
v ices  in dus try .  But A ir  B o ts w a n a 's  m anagement is not anx ious to 
become part of a general expansion at th is  po in t in t im e .

B r ie f ly ,  then, A ir  Botswana stands today as a f in a n c ia l ly  s u c 
cess fu l com pany . Its success is founded on a th reefo ld  cornerstone: 
it  is e f f ic ie n t ly  m anaged; its  func t ions  are l im i te d  to p ro f i tab le  ones; 
and it  avo ids  co m m e rc ia l  r is k s  by leasing the nationa l asset for w h ich  
it  is  respons ib le  -  B o ts w a n a 's  air t ra f f ic  r ig h ts .  Any m o d if ic a t io n  of 
what the Company does would m ost l ik e ly  have its  o r ig ins  in the need 
for a ir  se rv ices  as an aspect of nationa l p lann ing .

V I I I .  Som e Questions and S itu a t io n s  for D iscuss ion

1. What im po rtan t p o l ic y  lessons m ig h t  be drawn from  A ir  
B o ts w a n a 's  experience?

2. What o rgan isa t iona l and M anageria l lessons are there in 
the A ir  Botswana case?

3. D iscuss  the pol icy question  of where a com pany such as 
A ir  Bo tswana m igh t  go? Should it  m in im is e  r is k  and 
m a in ta in  a s ta tus  quo? Or should it a t tem p t to become 
an even more p ro f i tab le  enterpr ise  by expanding its  oper
a t ions?
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4. is a reg iona l a i r l in e  invo lv ing  Bo tsw ana, Lesotho and S w az iland  
a p o te n t ia l ly  good idea? D iscuss  the poss ib le  bene fits  and cos ts  
assoc ia ted  w ith  a regional schem e.

5. Should A ir  Botswana operate on a p o l ic y  designed to focus on 
p ro f i ts?  Or shou ld the a i r l in e  expand a ir se rv ices  even though they 
m ig h t  not be p ro f itab le?  Are the pub lic  bene fits  of im proved 
m a i l ,  passenger and fre igh t d e l iv e ry  se rv ices  worth the soc ia l 
cos ts  of Government subs id ies?

6 . You represent the M in is t r y  of F inance in a f ic t i t io u s  country  whose
econom ic  c h a ra c te r is t ic s  are s im i la r  to Bo tsw ana. In the past, 
your M in is t r y  has f in a n c ia l ly  subs id ised  a na tiona l a i r l in e .  It 
was unable to cover i ts  cos t of opera tion w ith  the revenue i t  c o l 
le c ted . The exten t of s u b s id isa t io n  became a ser ious proport ion 
of to ta l governm ent spending ju s t  prior to the a i r l i n e 's  c o l la p s e .  
Consider now that you have a p ro f i tab le  a i r l in e  operating much 
l ik e  A ir  B o tsw ana. Consider further that the M in is t r y  of P lann ing  
and the M in is t r y  of Transport ( in c lu d in g  a ir )  has requested the 
a i r l in e  to expand its  a c t iv i t ie s  to provide needed in fra -s tru c tu re  
se rv ices  cons is te n t  w i th  the overa l l deve lopm ent plan and the 
s u b -p la n  in the transport sec to r .  The a i r l in e  contends that it  
cannot do so p ro f i ta b ly .  You appear to have three o p t io ns :  (a)
to dec ide  not to pledge a subs idy  to the a i r l in e ;  (b ) to dec ide to 
su b s id ise  the a i r l in e  in accordance w ith  a l l  of the w ishes  of the 
M in is t r y  of Transport (w h ich  a lso  has a bureaucra tic  in te res t in 
expanding a ir s e rv ic e s ) ;  or (c )  to su bs id ise  the a i r l in e  on ly  to 
the po in t of m eeting  the goa ls and ob je c t ive s  of the Nationa l D e v 
e lopm en t P lan w h ich  c a l ls  for fewer se rv ices  than proposed by 
Transport. It is reasonable to expect that techn ica l ly or ien ted 
s ta f f  in the Transport M in is t r y  m ig h t  be l ie ve  that more se rv ices  
need to be provided than would  more c o s t-c o n s c io u s  o f f ic ia ls  in 
the M in is t r y  of P lann ing .
D iscu ss  how you wou ld  approach a so lu t io n  to the prob lem  of 
dec id ing  what to do. However, do not feel confined to the above 
o p t io n s .  You m ig h t  f ind  a better one. In a d d it io n ,  in th is  and 
the fo l lo w in g  s i tu a t io n ,  p lease note that ne ither nece ssa r i ly  
de p ic ts  a s i tu a t io n  cu rren tly  fac ing  A ir  Bo tsw ana.

7. You represent a Board of D irec tors  whose subs id ia ry  is a na tiona l 
a i r l in e  m uch in the sam e way that A ir  Botswana is a subs id ia ry  
of the Bo tswana D eve lopm ent C orpora tion . The su b s id ia ry ,  the 
na tiona l a i r l in e ,  has sub -con trac ted  the na tiona l asset -  a ir 
t ra f f ic  r igh ts  -  in exchange for a roya lty  paym en t.  The sub-
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contrac to r is a p r iva te  en te rp r ise , p ro f i t -m a k in g ,  com pany . But 
under the te rm s of the con trac t,  and w ith in  the general econom ic  
s i tu a t io n ,  the sub-con trac to r  com pany is not m ak ing  p ro f i ts .  
Its cos ts  have soared beyond what was pred ic ted  at the t im e  that 
the con trac t was s igned. And because it is constra ined by I AT A 
from  increas ing  fares s u b s ta n t ia l ly ,  i t  is in f in a n c ia l troub le . 
The sub -con trac to r  com es to you w ith  a p ropo s it ion .  He wants 
the a i r l in e  to re -nego t ia te  the c o n t ra c t 's  te rm s  whereby a lower 
ro y a lty  wou ld  be paid to the na tiona l a i r l in e  for the a ir  t ra f f ic  
r ig h ts .  You represent the parent company whose in te res t is in 
the na tiona l a i r l in e  subs id ia ry  con t inu ing  to m ake p ro f i ts  at least 
at current le v e ls .  Those current p ro f i t  leve ls  pe rm it  the d eve lop 
m ent agency to f inance other p ro jec ts  having soc ia l and econom ic  
u se fu lness .  You appear to have two op t io ns :  (a) you cou ld  agree 
to the s u b -c o n tra c to r 's  w ishes and decrease the roya lty  thereby 
d im in is h in g  p ro f i ts  and the deve lopm ent ag e n cy ' s opportun it ies  
to m ake other in v e s tm e n ts ;  or (b ) you cou ld  refuse to do so and 
take the chance of the sub -con trac t ing  com pany going bankrupt 
and ceas ing  opera tions . You m igh t  take the r is k  of the la tte r i f  
you were sure that e ithe r the na tiona l a i r l in e  i t s e l f  cou ld  take 
over the p rov is ion  of a ir  se rv ic e s ,  or that it  cou ld  f ind  a s a t is 
factory  rep la cem en t.

D iscuss  what you would do in the case and do not feel confined 
to e ither of the op tions suggested above.
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