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INTRODUCT ION

All nations of the world strive for economic growth not for 
itself but as a means to human development (HD). There-
fore, the purpose of economic growth (EG) should be to 
enrich people’s lives. HD refers to the process of enlarging 
peoples’ choices in a way that enables them to live a longer 
and healthier life. It is considered among others to primarily 
consist of the health and education of the population. While 
economic growth is necessary as a means, the structure 
and quality of that growth is crucial to ensure that HD does 
take place. 

While empirical studies (Ranis et. al 2000) have indicated 
that a link between EG and HD exists, with high growth 
promoting HD and high levels of HD leading to high growth, 
it has rightly been acknowledged by both researchers and 
policy makers that this is not an automatic link. And unless 
this link is gradually fortified by pro-poor policies, growth 
may be jobless thereby leaving the majority deepening in 
poverty. Dollar and Kraay (2001) argue that there is a posi-
tive relationship between economic growth and the income 
of the poor. Analyzing the relationship between poverty 

rate and economic conditions, Hoover and Wallace (2003) 
found that despite GDP growth in excess of 4% the pov-
erty rate in the USA declined only modestly and income 
for almost all quintiles except the highest quintiles stagnat-
ed. Ravallion and Chin (2004), examining China’s progress 
against poverty, found that the pattern of growth matters, 
while Weisbrot et al (2001) argue that even if the poor 
benefit from economic growth the extent to which they 
benefit varies considerably based on policy changes. Thus, 
for economic development to take place there is need for 
pro-poor growth and pro-poor policies. Growth is defined 
as pro-poor if it benefits the poor proportionally more than 
the non-poor, i.e. if it uses the assets owned by the poor, if 
it favors the sectors where the poor work and if it occurs 
in areas where the poor live. To establish the link between 
growth and HD, growth should be driven less by capital in-
tensive activities and focus on more labour-intensive orient-
ed manufacturing activities. Furthermore, it can be enhanced 
through commitment to employment creation, investment 
in human capital, and strengthening small-scale and informal 
sector production.

B ox  A : H u m a n  D eve l o p m e n t  ( H D )  a n d  E c o n o m i c  G ro w t h  ( E G )

Pove r t y  r e d u c t i o n  r e m a i n s  a  c h a l l e n g e  i n  d e ve l o p i n g  c o u n t r i e s , e s p e c i a l l y  i n  c o u n t r i e s  w i t h  h i g h  i n e q u a l i -

t i e s  l i k e  N a m i b i a , s i n c e  g r ow t h  i s  e x p e c t e d  t o  m i t i g a t e  i n e q u a l i t y. T h o u g h  p ove r t y  c a n  b e  r e d u c e d  w i t h 

e c o n o m i c  g r ow t h , i t  h a s  b e e n  w i d e l y  a c k n ow l e d g e d  t h a t  g r ow t h  a l o n e  i s  n o t  e n o u g h  a n d  m o r e  a t t e n t i o n 

s h o u l d  b e  g i v e n  t o  t h e  s t r u c t u r e  a n d  q u a l i t y  o f  t h a t  g r ow t h . F u r t h e r m o r e , g r ow t h  c a n  m e s m e r i z e  p o l i c y 

m a k e r s . W h e n  t h e  e c o n o my  e n j o y s  c o n s t a n t  s t r o n g  p o s i t i v e  g r ow t h , t h i s  m a y  d i v e r t  t h e  a t t e n t i o n  o f  p o l i c y 

m a k e r s  f r o m  a n a l y z i n g  b o t h  t h e  o r i g i n  a n d  t h e  d i s t r i b u t i o n  o f  t h a t  g r ow t h . Pove r t y  r e d u c t i o n  w i l l  d e p e n d 

o n  t h e  e x t e n t  t o  w h i c h  g r ow t h  c r e a t e s  e m p l oy m e n t  a s  we l l  a s  o n  t h e  d i s t r i b u t i o n  o f  i n c o m e  a n d  i t s  c h a n g e 

ove r  t i m e . T h e r e f o r e , f o r  p o l i c y  m a k e r s , t h e  f o c u s  s h o u l d  b e  o n  s t r e n g t h e n i n g  t h e  l i n k  b e t we e n  e c o n o m i c 

g r ow t h  a n d  h u m a n  d e ve l o p m e n t  t h r o u g h  p r o - p o o r  p o l i c i e s  w h i c h  a m o n g  o t h e r s  e n s u r e  t h a t  t h e  p a t t e r n s 

o f  g r ow t h  a r e  l a b o r  i n t e n s i v e , i m p r ove  a c c e s s  t o  p r o d u c t i v e  a s s e t s  a n d  c h a n n e l  m a j o r  s h a r e s  o f  p u b l i c 

r e v e n u e  i n t o  p r i o r i t y  a r e a s .

T h i s  e c o n o m i c  r e v i e w  l o o k s  a t  t h e  p r o g r e s s  i n  N a m i b i a  t h u s  f a r  b o t h  i n  t e r m s  o f  e c o n o m i c  g r ow t h  a n d 

e c o n o m i c  d e ve l o p m e n t . I t  o p e n s  w i t h  a  b r i e f  o ve r v i e w  o f  t h e  N a m i b i a n  e c o n o my  a n d  e c o n o m i c  p o l i c y, f o l -

l owe d  b y  a  b r i e f  a n a l y s i s  o f  e c o n o m i c  d e ve l o p m e n t s  o ve r  t h e  l a s t  e l e v e n  ye a r s , a n d  c o n c l u d e s  w i t h  p o l i c y 

r e c o m m e n d a t i o n s . 
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OVERVIEW OF THE NAMIBIAN 
ECONOMY

N a m i b i a  e c o n o m i c  g r ow t h  ove r  t h e  l a s t  e l e v e n  ye a r s  h a s  b e e n  g o o d  av e r a g i n g  a r o u n d  4 % . H owe ve r, 

o n  t h e  l a b o u r  f r o n t  t h e  p e r f o r m a n c e  h a s  b e e n  d i s c o u r a g i n g . T h e  N a m i b i a  L a b o u r  F o r c e  S u r v e y  ( N L F S ) , 

2 0 0 4  e s t i m a t e d  u n e m p l oy m e n t  a t  2 2 %  f o r  t h o s e  w h o  a r e  a v a i l a b l e  a n d  s e e k i n g  wo r k  b u t  c a n n o t  f i n d  i t . 

I f  o n e  i n c l u d e s  a l l  t h o s e  w h o  h ave  g i v e n  u p  l o o k i n g  f o r  wo r k  t h i s  f i g u r e  i n c r e a s e s  t o  3 7 %  ( N L F S , 2 0 0 4 ) . 

A c c o r d i n g  t o  t h e  2 0 0 3 / 0 4  N a t i o n a l  H o u s i n g  I n c o m e  a n d  E x p e n d i t u r e  S u r v e y  ( N H I E S )  p r e l i m i n a r y  d a t a , 

t h e  m a i n  s o u r c e  o f  i n c o m e  i n  N a m i b i a  i s  w a g e s  a n d  s a l a r i e s  a c c o u n t i n g  f o r  a b o u t  4 6 % . T h i s  r e p r e s e n t s 

a  m a r g i n a l  i n c r e a s e  f r o m  4 4 %  i n  1 9 9 3 / 9 4 . C o m p a r e d  t o  1 9 9 3 / 9 4  f i g u r e s , w a g e s  a n d  s a l a r i e s  h ave  t a k e n 

ove r  f r o m  s u b s i s t e n c e  f a r m i n g  a n d  p e n s i o n  w h i c h  we r e  c i t e d  b y  4 6 %  a s  t h e  m a i n  s o u r c e  o f  i n c o m e . C u r-

r e n t l y, t h e y  a c c o u n t  f o r  a b o u t  3 8 %  ( 2 9 %  a n d  9 %  r e s p e c t i v e l y ) . T h i s  r e p r e s e n t s  a  d e c l i n e  f r o m  3 5 %  a n d 

1 1 %  r e s p e c t i v e l y. T h i s  s e e m s  t o  i n d i c a t e  a  s h i f t  f r o m  d e p e n d e n c e  o n  s u b s i s t e n c e  f a r m i n g  a n d  g r a n t s  t o 

w a g e s  a n d  s a l a r i e s . H o u s e h o l d s  c i t i n g  i n c o m e  f r o m  b u s i n e s s e s  a s  t h e  m a i n  s o u r c e  o f  i n c o m e  i n c r e a s e d 

m a r g i n a l l y  f r o m  6 %  i n  1 9 9 3 / 9 4  t o  a b o u t  7 %  i n  2 0 0 3 / 0 4  w h i l e , t h a t  f r o m  r e m i t t a n c e s  r e m a i n  c o n s t a n t 

a t  a b o u t  4 % . 

T h e  1 9 9 3 / 9 4  N H I E S  i n d i c a t e s  h u g e  d i s p a r i t i e s  i n  i n c o m e  d i s t r i b u t i o n  w i t h  5 %  o f  t h e  p o p u l a t i o n  a c -

c o u n t i n g  f o r  a b o u t  5 2 %  o f  t h e  t o t a l  h o u s e h o l d  i n c o m e  w h i l e  t h e  r e m a i n i n g  9 5 %  a c c o u n t s  f o r  a b o u t  4 8 % 

o f  t h e  i n c o m e . B y  2 0 0 4 , t h i s  f i g u r e  i n d i c a t e s  a  s l i g h t  i m p r ove m e n t  w i t h  a b o u t  9 0 %  o f  t h e  p o p u l a t i o n 

c u r r e n t l y  a c c o u n t i n g  f o r  a b o u t  5 4 %  o f  t h e  i n c o m e  ( 2 0 0 3 / 0 4  N H I E S  p r e l i m i n a r y  d a t a ) . T h i s  s h ow s  a n 

i m p r ove m e n t  i n  i n c o m e  d i s t r i b u t i o n  w i t h  a b o u t  1 0 %  o f  t h e  p o p u l a t i o n  a c c o u n t i n g  f o r  l e s s  t h a n  h a l f  o f 

t h e  t o t a l  h o u s e h o l d  i n c o m e  a s  c o m p a r e d  t o  5 %  o f  t h e  p o p u l a t i o n  a c c o u n t i n g  f o r  m o r e  t h a n  h a l f  o f  t h e 

t o t a l  h o u s e h o l d  i n c o m e  i n  1 9 9 3 . F u r t h e r m o r e , t h e  G i n i  C o e f f i c i e n t 1  h a s  i m p r ove d  f r o m  0 . 7  i n  1 9 9 3 / 9 4 

t o  0 . 6  i n  2 0 0 3 / 0 4  i n d i c a t i n g  a  s l i g h t  i m p r ove m e n t  i n  i n c o m e  d i s t r i b u t i o n , t h o u g h  N a m i b i a  s t i l l  h a s  o n e 

o f  t h e  h i g h e s t  l e v e l s  o f  i n e q u a l i t y  i n  t h e  wo r l d . I n c o m e  d i s t r i b u t i o n  i s  a  k e y  c o m p o n e n t  f o r  p ove r t y 

r e d u c t i o n  s i n c e  p ove r t y  r e d u c t i o n  i s  a  f u n c t i o n  o f  t h e  r a t e  o f  e c o n o m i c  g r ow t h  a n d  t h e  s h a r e  o f  t h e 

i n c r e m e n t  i n  g r ow t h  c a p t u r e d  b y  t h e  p o o r. T h e r e f o r e , t h e  l a r g e r  t h e  s h a r e  o f  i n c o m e  c a p t u r e d  b y  t h e 

p o o r  t h e  m o r e  t h e  c o u n t r y  i s  c o n ve r t i n g  g r ow t h  i n t o  p ove r t y  r e d u c t i o n .

1   G i n i  C o e f f i c i e n t  m e a s u r e s  t h e  e x t e n t  t o  w h i c h  t h e  d i s t r i b u t i o n  o f  i n c o m e  a m o n g  h o u s e h o l d s  i n 

a  c o u n t r y  i s  d e v i a t i n g  f r o m  a  p e r f e c t l y  e q u a l  d i s t r i b u t i o n . A  v a l u e  o f  0  i n d i c a t e s  p e r f e c t  e q u a l i t y  w h i l e 

a  v a l u e  o f  1  p e r f e c t  i n e q u a l i t y.
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T h e  N a m i b i a n  e c o n o my  i s  c h a r a c t e r i z e d  b y  a  l a r g e , n o n - t r a d a b l e  s e c t o r  ( g o ve r n m e n t  s e r v i c e s  –  F i g u re 
1 ) , a n d  a n  e x p o r t  o r i e n t e d  p r i m a r y  i n d u s t r y  -  m a i n l y  f i s h e r i e s , a g r i c u l t u re  a n d  m i n i n g . T h e  s t r u c t u re 
o f  t h e  e c o n o my  h a s  n o t  c h a n g e d  w i t h  t h e  t e r t i a r y  i n d u s t r y  a s  t h e  m a i n  c o n t r i b u t o r  t o  G D P. I n  t e r m s 
o f  d e p e n d e n c e , t h e  p r i m a r y  i n d u s t r y  d o m i n a t e s , s u p p o r t i n g  m o re  t h a n  h a l f  o f  t h e  p o p u l a t i o n  w h i l e 
i t  r e m a i n s  t h e  s e c o n d  m o s t  i m p o r t a n t  i n d u s t r y  i n  t e r m s  o f  i t s  c o n t r i b u t i o n  t o  G D P. T h e  s e c o n d a r y 
i n d u s t r y  r e m a i n s  t h e  t h i r d  m a i n  c o n t r i b u t o r  b o t h  i n  t e r m s  o f  G D P  a n d  a s  a  s o u rc e  o f  l i v i n g . 

F i g u re  1  I n d u s t r i a l  C o n t r i b u t i o n  t o  G D P, 2 0 0 5  ( 1 9 9 5  p r i c e s )

S o u rc e : C e n t r a l  B u re a u  o f  S t a t i s t i c s , 2 0 0 6

A t  t h e  m a c ro  l e ve l  t h e re  h a s  n o t  b e e n  m a j o r  s h i f t  i n  t h e  i n d u s t r i a l  d o m i n a n c e  o f  t h e  e c o n o my  o ve r 
t h e  l a s t  e l e ve n  ye a r s  a s  r e ve a l e d  b y  F i g u re  2 . T h e  f i g u re  i n d i c a t e s  t h a t  t h e  t e r t i a r y  i n d u s t r y  a c c o u n t s 
f o r  m o re  t h a n  h a l f  o f  G D P  w i t h  c l o s e  t o  a  q u a r t e r  c o m i n g  f ro m  g o ve r n m e n t  s e r v i c e s . T h e  p r i m a r y 
i n d u s t r y  w h i c h  i s  t h e  l a r g e s t  e m p l oye r  c o n t r i b u t e s  j u s t  a b o u t  2 0 %  w h i l e  t h e  s e c o n d a r y  i n d u s t r y  j u s t 
o ve r  1 5 % . O ve r  t h e  l a s t  e l e ve n  ye a r s  o n l y  t h e  t e r t i a r y  i n d u s t r y  d i d  n o t  e x p e r i e n c e  a  c o n t r a c t i o n  d u e 
t o  g o o d  p e r f o r m a n c e  b y  t h e  g o ve r n m e n t  s e r v i c e s ; w h o l e s a l e  a n d  r e t a i l , r e p a i r ; t r a n s p o r t  a n d  c o m m u -
n i c a t i o n  a n d  r e a l  e s t a t e  a n d  b u s i n e s s  s e r v i c e s  s u b - s e c t o r s . T h e  s e c o n d a r y  i n d u s t r y  f l u c t u a t e d  f o l l o w -
i n g  p e r f o r m a n c e  i n  t h e  m a n u f a c t u r i n g  s u b - s e c t o r, w h i l e  t h e  p r i m a r y  i n d u s t r y  w a s  t h e  m o s t  v a r i a b l e 
o w i n g  t o  v a r i a b i l i t y  i n  b o t h  t h e  m i n i n g  a n d  t h e  a g r i c u l t u r a l  s u b - s e c t o r s .

F i g u re  2  I n d u s t r i e s ’  c o n t r i b u t i o n  t o  G D P

S o u rc e : C e n t r a l  B u re a u  o f  S t a t i s t i c s , 2 0 0 6 
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OVERVIEW

A t  t h e  m i c ro  l e ve l , s o m e  s u b - s e c t o r s  h ave  m a n a g e d  t o  m a i n t a i n  a  p o s i t i v e  g ro w t h  o ve r  t h e  l a s t  e l e ve n 
ye a r s  t h o u g h  n o  s i n g l e  s u b - s e c t o r  h a s  e m e r g e d  a s  a  l e a d i n g  p e r f o r m e r  o r  h a s  o u t p e r f o r m e d  t h e  t r a -
d i t i o n a l  s e c t o r s  ( F i g u re  3 ) . 

F i g u re  3  S e c t o r ’s  c o n t r i b u t i o n  t o  G D P

S o u rc e : C e n t r a l  B u re a u  o f  S t a t i s t i c s , 2 0 0 6

F i g u re  4  b e l o w  d e p i c t s  e c o n o m i c  g ro w t h  o ve r  t h e  l a s t  e l e ve n  ye a r s . D u r i n g  t h i s  p e r i o d  g ro w t h  i n  G D P 
ave r a g e d  a b o u t  4 % . T h o u g h  g ro w t h  f l u c t u a t e d  a ro u n d  4 % , t h e  e c o n o my  re g i s t e re d  n o  c o n t r a c t i o n  o ve r 
t h e  l a s t  e l e ve n  ye a r s . A p a r t  f ro m  2 0 0 2  a n d  2 0 0 4  w h e n  t h e  e c o n o my  re c o rd e d  g ro w t h  o f  m o re  t h a n  6 % , 
e c o n o m i c  g ro w t h  h a s  b e e n  vo l a t i l e  a n d  b e l o w  t h e  N a t i o n a l  D eve l o p m e n t  P l a n  o n e  ( N D P I )  t a r g e t  o f  5 % 
b u t  m u c h  c l o s e r  t o  t h e  S e c o n d  N a t i o n a l  D eve l o p m e n t  P l a n  ( N D P I I )  t a r g e t  o f  4 . 3 % . I t  i s  a l s o  h i g h e r  t h a n 
t h e  g ro w t h  r a t e  e x p e r i e n c e d  i n  t h e  1 9 8 0 s  a n d  t h e  p o p u l a t i o n  g ro w t h  r a t e  o f  2 . 6 %  ( 2 0 0 1 ) . H o weve r, 
G D P  p e r  c a p i t a  ave r a g e d  o n l y  a b o u t  2 %  d u r i n g  t h i s  p e r i o d . Fo r  t h e  o u t s t a n d i n g  ye a r s , t h e  m i n i n g  s e c t o r 
a n d  t h e  d i a m o n d  s u b - s e c t o r  i n  p a r t i c u l a r  h a s  p e r f o r m e d  ve r y  we l l  w h i l e  p e r f o r m i n g  d i s m a l l y  i n  p o o r l y 
p e r f o r m i n g  ye a r s . T h i s  s e e m s  t o  i n d i c a t e  t h a t  w h e n eve r  t h e  d i a m o n d  s u b - s e c t o r  i s  p e r f o r m i n g  we l l , t h i s 
h a s  a  p o s i t i v e  i m p a c t  o n  t h e  o ve r a l l  p e r f o r m a n c e  o f  t h e  e c o n o my. H o weve r, t h i s  e c o n o m i c  g ro w t h  h a s 
n o t  b e e n  a b l e  t o  a b s o r b  g ro w t h  i n  t h e  l a b o r  f o rc e  ( S h e r b o u r n e  e t  a l . 2 0 0 3 ) . T h i s  i s  u n d e r s t a n d a b l e  i f 
t h e  g ro w t h  r a t e  i s  d r i v e n  b y  t h e  m i n i n g  s e c t o r  w h i c h  h a s  b e c o m e  c a p i t a l  i n t e n s i v e .

F i g u re  4  E c o n o m i c  g ro w t h , 1 9 9 5  –  2 0 0 5

S o u rc e : C e n t r a l  B u re a u  o f  S t a t i s t i c s
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Economic progress is often referred to as the main determinant 
of a nation’s well-being which is assumed to be measured both 
by economic growth and economic development. While economic 
growth refers to a sustained quantitative increase in GDP/ GDP 
per capita i.e. an expansion in the economy, economic development 
refers to sustainable qualitative changes in the living standard of 
the population resulting from a substantial change in the structure 
of the economy. Furthermore, economic growth results from an 
increase in the use of factors of production such as labor or capi-
tal, the introduction of new technology or exploitation of natural 
resources while economic development refers to a transition in 
an economy from one which depends on agriculture or natural 
resource extraction to one with an increased share of output from 
manufacturing and services.

It has been argued that economic growth and economic develop-
ment are interlinked through the trickle-down effect. The deter-
minants of economic growth are understood to be the same for 
economic development. Economic growth is determined by growth 
in the labor force, investment in physical and human capital, low in-
flation rate, open trade policy, ability to adopt technological changes 

and government policies. Human capital can be measured in terms 
of educational level and health. This will further indicate the capabil-
ity of the country to adapt to technological changes. A large labor 
force makes it easier for a country to absorb new products or ideas 
that have been developed elsewhere. Government policies such as 
better maintenance of the law, few distortions of private markets, 
less non-productive government consumption and greater public 
investment play a crucial role in determining where the economy 
will go in the long run. Inflation uncertainty reduces efficiency by 
discouraging long term contracts and increasing relative price vari-
ability. Furthermore, high and unpredictable inflation rate is nega-
tively related to investment and economic development.

Economic growth can generate basic improvements in the quality 
of life such as increases in life expectancy, reduction in infant mor-
tality, improvement in literacy rate, etc and when this happens eco-
nomic development is understood to have taken place. Economic 
growth is determined by the discovery of new resources, efficient 
and effective use of existing resources and by the development of 
innovative ways of using existing resources.

B ox  B  E c o n o m i c  G ro w t h  ve r s u s  E c o n o m i c  D eve l o p m e n t

O V E R V I E W         
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ECONOMIC POLICY

T h e  g o ve r n m e n t  h a s  p u t  i n  p l a c e  s t r a t e g i e s  f o r  c re a t i n g  a n  e n a b l i n g  e n v i ro n m e n t  f o r  d e ve l o p m e n t 
t h ro u g h  m a i n t a i n i n g  e c o n o m i c  a n d  p o l i t i c a l  s t a b i l i t y, a n d  p ro v i d i n g  i n c e n t i v e s  f o r  f o re i g n  d i r e c t  i n -
ve s t m e n t . E c o n o m i c  p o l i c y  h a s  b e e n  g u i d e d  b y  t h e  m e d i u m  t e r m  N a t i o n a l  D eve l o p m e n t  P l a n s  ( N D P I , 
N D P I I ) , w h i c h  h ave  a m o n g  t h e i r  g o a l s  t h e  r e d u c t i o n  o f  p o ve r t y  t h ro u g h  c re a t i o n  o f  e m p l oy m e n t , a n 
e c o n o m i c  g ro w t h  t a r g e t  o f  5 %  a n d  4 . 3 %  f o r  N D P I  a n d  N D P I I  r e s p e c t i v e l y, t h e  r e d u c t i o n  o f  i n e q u a l -
i t y  i n  i n c o m e  d i s t r i b u t i o n  a n d  g e n d e r  e q u a l i t y  a n d  e q u i t y. C u r re n t l y, e c o n o m i c  p o l i c i e s  a r e  g u i d e d 
b y  V i s i o n  2 0 3 0  a n d  i t  i s  a n t i c i p a t e d  t h a t  t h e  N a t i o n a l  D eve l o p m e n t  P l a n s  ( N D P s )  w i l l  b e  u s e d  a s  t h e 
i m p l e m e n t i n g  t o o l s  c o m m e n c i n g  w i t h  N D P I I I . T h e  c h a l l e n g e  i s  t o  e n s u re  t h a t  N D P s  a re  p ro - p o o r, f o -
c u s e s  o n  s e c t o r s  m o s t  u s e d  b y  t h e  p o o r, a n d  u t i l i z e s  r e s o u rc e s  o w n e d  a n d  m a n a g e d  b y  t h e  p o o r  f o r 
i t s  i m p l e m e n t a t i o n . 

F a c e d  w i t h  d e t e r i o r a t i n g  p u b l i c  d e b t s  ( 3 0 . 9 %  a n d  3 5 . 9 %  a s  a  p e rc e n t  o f  G D P  f o r  2 0 0 3  a n d  2 0 0 4 , r e -
s p e c t i v e l y ) , g o ve r n m e n t ’s  f o c u s  i s  o n  h o w  t o  i n c re a s e  e c o n o m i c  g ro w t h  a n d  re d u c e  p o ve r t y  w h i l e 
ke e p i n g  t h e  d e b t  s t o c k  a t  a  m a n a g e a b l e  l e ve l . To w a rd s  t h i s  e n d , g o ve r n m e n t  i n t ro d u c e d  t h e  S o ve re i g n 
D e b t  M a n a g e m e n t  S t r a t e g y  t o  m o n i t o r  a n d  m a i n t a i n  p u b l i c  d e b t  a t  a  m a n a g e a b l e  l e ve l . G o ve r n m e n t 
i s  a l s o  e x p l o r i n g  f o re i g n  b o r ro w i n g  o p t i o n s  t h ro u g h  t h e  e n v i s a g e d  Fo re i g n  B o r ro w i n g  P l a n . T h e  f o c u s 
i s  f o r  g o ve r n m e n t  t o  b o r ro w  l e s s  a n d  m a ke  l a r g e  n e t  r e p ay m e n t  o f  p u b l i c  d e b t s  t h e re b y  r e d u c i n g  t h e 
d e b t s  s t o c k . W h i l e  i t  i s  e s s e n t i a l  t o  m a i n t a i n  a  m a n a g e a b l e  l e ve l  o f  p u b l i c  d e b t s , t h i s  s h o u l d  n o t  b e 
d o n e  a t  t h e  e x p e n s e  o f  a  d e c l i n e  i n  p ro - p o o r  p u b l i c  i n ve s t m e n t  w h i c h  i s  e s s e n t i a l  b o t h  i n  b o l s t e r i n g 
p r i v a t e  i n ve s t m e n t  a n d  i n  p o ve r t y  r e d u c t i o n . I t  s h o u l d  a l s o  b e  n o t e d  t h a t  t i g h t e r  s p e n d i n g  c o n t ro l s 
a n d  n ew  t a x  m e a s u re s  w i l l  h ave  a  c o n t r a c t i o n a l  i m p a c t  o n  t h e  e c o n o my  t h ro u g h  r e d u c t i o n s  i n  a g g re -
g a t e  d e m a n d , t h e re b y  l e a d i n g  t o  p o o r  e c o n o m i c  g ro w t h . 

M o n e t a r y  Po l i c y  i s  s e t  w i t h i n  t h e  c o n t e x t  o f  t h e  C o m m o n  M o n e t a r y  A re a  ( C M A ) , t h u s  N a m i b i a  f o l l o w s 
t h e  S o u t h  A f r i c a n  m o n e t a r y  p o l i c i e s  o f  i n f l a t i o n  t a r g e t i n g . W i t h  p r i c e  s t a b i l i t y  a s  t h e  p r i m a r y  g o a l  o f 
m o n e t a r y  p o l i c y, i n f l a t i o n  t a r g e t i n g  g u i d e s  t h e  p u b l i c ’s  i n f l a t i o n  e x p e c t a t i o n s , t h e re b y  i m p ro v i n g  p l a n -
n i n g  f o r  t h e  e c o n o my. F u r t h e r m o re , i t  e n s u re s  t r a n s p a re n c y  a n d  c re d i b i l i t y  o f  m o n e t a r y  p o l i c y. A p a r t 
f ro m  p o o r  e c o n o m i c  p e r f o r m a n c e , h i g h  i n f l a t i o n  i s  a s s o c i a t e d  w i t h  r e d i s t r i b u t i o n  o f  i n c o m e  f ro m 
s ave r s  t o  b o r ro we r s . G i ve n  t h e  h i g h  we i g h t  o f  f o o d  ( o f  a b o u t  3 0 % ) , h i g h  i n f l a t i o n  i m p a c t s  n e g a t i v e l y 
o n  t h e  p o o r  g i v e n  t h a t  t h e  p o o r  h ave  a  h i g h e r  we i g h t  f o r  f o o d  i n  t h e i r  c o n s u m p t i o n  b a s ke t . I t  s e e m s 
a s  i f  t h e  o p t i o n  f o r  N a m i b i a  i s  t o  b e n e f i t  f ro m  p r i c e  s t a b i l i t y, e l i m i n a t i o n  o f  t r a n s a c t i o n  c o s t s , c r e d -
i b i l i t y, a n d  l o n g  t e r m  p re d i c t a b i l i t y  o r  l e s s  u n c e r t a i n t y  w h i c h  i s  b e n e f i c i a l  f o r  b o t h  e c o n o m i c  g ro w t h 
a n d  e c o n o m i c  d e ve l o p m e n t . T h e  c o s t  o f  t h e  C M A  i s  t h e  l o s s  o f  e x c h a n g e  r a t e  a s  a  p o l i c y  i n s t r u m e n t 
i n  r e s p o n d i n g  t o  d o m e s t i c  e c o n o m i c  p ro b l e m s . 

T h o u g h  V i s i o n  2 0 3 0  s t r i v e s  f o r  5 %  o f  t h e  p o p u l a t i o n  e a r n i n g  t h e i r  l i v i n g  f ro m  t h e  a g r i c u l t u r a l  s e c -
t o r  b y  2 0 3 0 , g o ve r n m e n t  i s  c u r re n t l y  d e ve l o p i n g  s t r a t e g i e s  a i m e d  a t  i m p ro v i n g  t h e  a g r i c u l t u r a l  s e c -
t o r  g ro w t h  b y  e x p l o i t i n g  p o t e n t i a l  e c o n o m i c  b e n e f i t s  p re s e n t e d  b y  t h e  s e c t o r. T h e  m a i n  f o c u s  i s  t o 
a d d re s s  p o ve r t y  t h ro u g h  e m p l oy m e n t  c re a t i o n . T h e s e  s t r a t e g i e s  i n c l u d e  d o u b l i n g  t h e  o u t p u t  o f  t h e 
a n i m a l  a n d  h o r t i c u l t u re  s e c t o r s  g i v e n  t h e  s e c t o r s ’  p e r f o r m a n c e  i n  t h e  e x p o r t  m a r ke t  ( C a b i n e t  R e -
t r e a t  2 0 0 5 ) . T h e  f o c u s  i s  t o  i n c re a s e  t h e  p ro d u c t i o n  o f  l i v e s t o c k  a n d  t h e  i m p l e m e n t a t i o n  o f  t h e  G re e n 
S c h e m e . G o ve r n m e n t ’s  s t r a t e g y  i s  t o  u s e  t h e  i n f a n t  i n d u s t r y  p ro t e c t i o n , p re f e re n t i a l  m a r ke t  a c c e s s , 
t h e  s p e c i a l  a n d  d i f f e r e n t i a l  t r e a t m e n t  t r a d e  r u l e s  t h a t  e x i s t  i n  o rd e r  t o  s t r e n g t h e n  t h e  s h a re  o f  t h e 
N a m i b i a n  p ro d u c t s  i n  t h e  wo r l d  m a r ke t . H o weve r, i t  s h o u l d  b e  n o t e d  t h a t  t h i s  i s  t h e  s e c t o r  t h a t  e x -
p e r i e n c e s  a n  i n c re a s i n g  t r e n d  i n  n o n - t a r i f f  b a r r i e r s . T h u s  d u e  c o n s i d e r a t i o n  o n  n o n - t a r i f f  b a r r i e r s  i s 
r e q u i r e d  i f  N a m i b i a  i s  t o  f u l l y  r e a l i z e  p o t e n t i a l  b e n e f i t s  f ro m  t h i s  s e c t o r. F u r t h e r m o re , c o u n t r i e s  i n 
t h e  S o u t h e r n  A f r i c a n  C u s t o m  U n i o n  ( S AC U )  o f  w h i c h  N a m i b i a  i s  a  m e m b e r, p ro d u c e  s i m i l a r  p ro d u c t s 
w h i c h  m ay  l i m i t  i n t r a  t r a d e . N o n e t h e l e s s , A r t i c l e  2 6  o f  t h e  S AC U  a g re e m e n t  p ro v i d e s  f o r  B o t s w a n a , 
L e s o t h o , N a m i b i a  a n d  S w a z i l a n d  ( B L N S )  t o  a p p l y  t e m p o r a r y  m e a s u re s  f o r  a  p e r i o d  o f  e i g h t  y e a r s . N o t -
w i t h s t a n d i n g  V 2 0 3 0  t a r g e t s , g o ve r n m e n t  e f f o r t s  t o  r e d u c e  u n e m p l oy m e n t  s h o u l d  s t r i v e  t o  i n c re a s e  t h e 
p ro c e s s i n g  o f  a g r i c u l t u r a l  p ro d u c t s  a n d  i n c re a s e  t h e  m a n u f a c t u r i n g  b a s e  o f  t h e  e c o n o my.
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E c o n o m i c  g ro w t h  w a s  e s t i m a t e d  a t  4 . 2 %  i n  2 0 0 5  f o l l o w i n g  a  ro b u s t  g ro w t h  o f  a b o u t  6 %  i n  2 0 0 4 . 
Po o r  p e r f o r m a n c e  i n  t h e  m i n i n g  a n d  f i s h i n g  s e c t o r s  a s  we l l  a s  i n  t h e  t r a n s p o r t  a n d  c o m m u n i c a t i o n , 
t h e  w h o l e s a l e  a n d  r e t a i l  t r a d e , r e p a i r s  a n d  r e a l  e s t a t e s  a n d  b u s i n e s s  s e r v i c e s  h ave  c o n t r i b u t e d 
t o  t h e  d e c l i n e  i n  e c o n o m i c  g ro w t h . E c o n o m i c  g ro w t h  f o r  2 0 0 6  i s  f o re c a s t e d  a t  3 . 9 2 %  w i t h  t h e 
I n t e r n a t i o n a l  M o n e t a r y  F u n d  f o re c a s t i n g  a  g ro w t h  o f  4 . 5 %  c o m p a re d  t o  a  l o we r  g ro w t h  o f  3 . 4 % 
f o re c a s t e d  b y  F i r s t  N a t i o n a l  B a n k  o w i n g  t o  r e d u c e d  d e m a n d  f o r  N a m i b i a n  m i n e r a l s  a s  we l l  a s  c o n -
t r a c t i o n  i n  t h e  f i s h i n g  i n d u s t r y  r e s u l t i n g  f ro m  h i g h e r  o i l  p r i c e s . E c o n o m i c  p e r f o r m a n c e  i s  e x p e c t e d 
t o  i m p ro ve  t o  a b o u t  4 . 2 %  i n  2 0 0 7 . 

GDP Inflation
2006 2007 2006 2007

Ministry of Finance 3.8 4.0 - -
Bank of Namibia 3.9 4 3.3 -
First National Bank 3.4 3.3 - -
Economic Intelligence Unit 4.1 5.1 4.9 4.1
International Monetary Fund 4.5 4.5 5.1 5.0
Standard Bank 3.8 4.9 - -
Average 3.92 4.18 4.55 4.55

Ta b l e  1 G D P  a n d  I n f l a t i o n  f o re c a s t , 2 0 0 6  a n d  2 0 0 7

S o u rc e : B a n k  o f  N a m i b i a , F i r s t  N a t i o n a l  B a n k  a n d  E c o n o m i c  I n t e l l i g e n c e  U n i t

ECONOMIC TRENDS

M a j o r  s e c t o r s  i n  t h i s  i n d u s t r y  c o m p r i s e s  o f  a g r i c u l t u re , f i s h i n g  a n d  m i n i n g . D u r i n g  t h e  p a s t  e l e ve n 
ye a r s , t h e  a g r i c u l t u r a l  s e c t o r ’s  p e r f o r m a n c e  f l u c t u a t e d  d u e  t o  e x t e r n a l  s h o c k s  ( we a t h e r, h i g h  d e m a n d 
a n d  g o o d  p r i c e s ) . T h e  a g r i c u l t u r a l  s e c t o r  p e r f o r m a n c e  d i p p e d  i n  2 0 0 1  a n d  h a s  r e c o rd e d  a n  ave r a g e 
r e a l  g ro w t h  o f  a b o u t  6 %  s i n c e . T h e  s e c t o r ’s  g ro w t h  w a s  e s t i m a t e d  t o  h ave  i m p ro ve d  re c o rd i n g  a  r e a l 
g ro w t h  o f  1 0 . 7 %  i n  2 0 0 5  c o m p a re d  t o  0 . 9 %  i n  2 0 0 4 . T h i s  r e s u r g e n c e  i s  a t t r i b u t e d  t o  t h e  r e c o ve r y  o f 
t h e  c o m m e rc i a l  s u b - s e c t o r  w h i c h  r e c o rd e d  a  s i g n i f i c a n t  g ro w t h  o f  1 0 . 6 %  c o m p a re d  t o  a  d e c l i n e  o f 
9 . 9 %  i n  2 0 0 4 . T h e  s e c t o r ’s  p e r f o r m a n c e  i s  e x p e c t e d  t o  i m p ro ve  o w i n g  t o  g o o d  r a i n f a l l  r e c e i v e d  i n  t h e 
2 0 0 6  s e a s o n .

S i m i l a r l y, e m p l oy m e n t  i n  t h e  a g r i c u l t u r a l  s e c t o r  h a s  d e c l i n e d  f ro m  a b o u t  3 7 %  o f  t h e  e m p l oye d  p o p u -
l a t i o n  i n  1 9 9 7  t o  a b o u t  2 7 %  i n  2 0 0 4 , a  s i g n i f i c a n t  1 0 %  re d u c t i o n . H o weve r, a g r i c u l t u re  i s  s t i l l  b y  f a r 
t h e  s e c t o r  t h a t  p ro v i d e s  t h e  m o s t  j o b s . W h a t  c a n  b e  o b s e r ve d  i s  t h a t  t h e  a g r i c u l t u r a l  s e c t o r  f l u c t u -
a t e s  b o t h  i n  t e r m s  o f  i t s  c o n t r i b u t i o n  t o  G D P  a n d  e m p l oy m e n t . R e a l  ave r a g e  g ro w t h  i n  t h e  a g r i c u l -
t u r a l  s e c t o r  o ve r  t h e  l a s t  e l e ve n  ye a r s  i s  e s t i m a t e d  a t  a ro u n d  2 . 2 % . N o t w i t h s t a n d i n g  t h i s , t h e  2 0 0 1 
c e n s u s  i n d i c a t e s  t h a t  a b o u t  9 5 %  o f  t h e  p o p u l a t i o n  s t i l l  e a r n s  t h e i r  l i v i n g  f ro m  a g r i c u l t u re . T h u s , t h e 
s e c t o r  c o n t i n u e s  t o  p l ay  a  m a j o r  ro l e  i n  t h e  e c o n o my  b o t h  d i r e c t l y  a n d  i n d i r e c t l y  s i n c e  t h e  m a n u f a c -
t u r i n g  s e c t o r  r e l i e s  o n  i t s  i n p u t s . D e s p i t e  p e r i o d i c  d ro u g h t , t h e  a g r i c u l t u r a l  s e c t o r  h a s  t h e  p o t e n t i a l 
t o  s i g n i f i c a n t l y  c o n t r i b u t e  t o  e c o n o m i c  g ro w t h  a n d  e m p l oy m e n t  c re a t i o n  i f  t h e  s e c t o r  i s  d i v e r s i f i e d . 
S u b s t a n t i a l  i n ve s t m e n t  i n  a g r i c u l t u re  c o u l d  i m p ro ve  f o o d  s e c u r i t y  t h e re b y  r e d u c i n g  d e p e n d e n c e  o n 
i m p o r t s . G i ve n  t h e  av a i l a b i l i t y  o f  l a b o u r  a n d  a b u n d a n c e  o f  l a n d  a s  we l l  a s  t h e  r e c u r re n c e  o f  f l o o d s , 
N a m i b i a  h a s  a  c o m p a r a t i v e  a d v a n t a g e  o n  t h e  p ro d u c t i o n  o f  a g r i c u l t u r a l  p ro d u c t s . V i s i o n  2 0 3 0  s t r a t e -
g i e s  s t r i v e  f o r  o n l y  5 %  o f  t h e  p o p u l a t i o n  t o  b e  d e p e n d a n t  o n  a g r i c u l t u re  b y  2 0 3 0 . E c o n o m i c  t h e o r y 
s u g g e s t s  t h a t  a  d e c l i n e  i n  t h e  a g r i c u l t u r a l  s e c t o r ’s  c o n t r i b u t i o n  t o  G D P  c o u p l e d  w i t h  g ro w t h  i n  t h e 
m a n u f a c t u r i n g  s e c t o r  wo u l d  s i g n a l  e c o n o m i c  d e ve l o p m e n t . T h i s  f o l l o w s  t h e  s t y l i z e d  f a c t  t h a t  e c o n o m i c 
d e ve l o p m e n t  i s  p re c e d e d  b y  a n  i n c re a s i n g  s h a re  o f  t h e  s e c o n d a r y  i n d u s t r y ’s  c o n t r i b u t i o n  t o  G D P  a n d 
a  d i v e r s i f i c a t i o n  o f  t h e  e c o n o my. 
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D e s p i t e  a  d e c l i n i n g  t r e n d  o ve r  t h e  l a s t  t wo  ye a r s , f i s h e r i e s  r e m a i n  o n e  o f  t h e  m a j o r  e c o n o m i c 
s e c t o r s  i n  N a m i b i a . Ave r a g e  r e a l  g ro w t h  o ve r  t h e  l a s t  e l e ve n  ye a r s  i s  a b o u t  3 % . T h e  s e c t o r  r e g -
i s t e re d  s u b s t a n t i a l  n e g a t i v e  g ro w t h  r a t e s  f o r  t wo  c o n s e c u t i v e  ye a r s , r e c o rd i n g  a  d e c l i n e  o f  3 . 4 % 
i n  2 0 0 5 , a  m a r ke d  i m p ro ve m e n t  c o m p a re d  t o  a  d e c l i n e  o f  9 . 1 %  i n  2 0 0 4 . R i s i n g  p r i c e s  o f  c r u d e  o i l 
i n c re a s e  t h e  o p e r a t i o n a l  c o s t s  w h i l e  t h e  p re v a i l i n g  s t ro n g  e x c h a n g e  r a t e  e ro d e s  t h e  c o m p e t i t i v e 
a d v a n t a g e  o f  t h e  i n d u s t r y. T h e s e  f a c t o r s  c o n t i n u e  t o  i m p a c t  n e g a t i v e l y  o n  t h e  s e c t o r, t h e re b y  c o n -
t r i b u t i n g  t o  i t s  p o o r  p e r f o r m a n c e . I n  t e r m s  o f  e m p l oy m e n t , t h e  s e c t o r ’s  c o n t r i b u t i o n  i n c re a s e d 
m a r g i n a l l y. I t  n o w  a c c o u n t s  f o r  a b o u t  3 %  o f  t h e  e m p l oye d  p o p u l a t i o n , u p  f ro m  a b o u t  2 %  i n  1 9 9 7 .  
G i ve n  a  r e d u c t i o n  i n  t h e  t o t a l  a l l o w a b l e  c a t c h  f o r  s e ve r a l  f i s h  s p e c i e s , t h e  s e c t o r ’s  p e r f o r m a n c e 
i s  e x p e c t e d  t o  c o n t r a c t . 

T h e  m i n i n g  s e c t o r  w h i c h  a c c o u n t s  f o r  t h e  h i g h e s t  e x p o r t  i n  v a l u e  c o n t i n u e s  t o  s h o w  s i g n i f i c a n t 
g ro w t h , r e g i s t e r i n g  a n  ave r a g e  r e a l  g ro w t h  r a t e  o ve r  t h e  l a s t  e l e ve n  ye a r s  o f  a b o u t  5 % . D i a m o n d 
p ro d u c t i o n  c o n t i n u e s  t o  d o m i n a t e  w i t h  t h e  s e c t o r ’s  g ro w t h  c l o s e l y  f o l l o w i n g  t h o s e  i n  t h e  d i a m o n d 
s u b - s e c t o r. T h e  s e c t o r ’s  g ro w t h  d e c l i n e d  t o  1 . 8 %  i n  2 0 0 5  f o l l o w i n g  a  b u oy a n t  g ro w t h  o f  3 6 . 5 %  i n 
2 0 0 4 . T h i s  c a n  c h i e f l y  b e  a t t r i b u t e d  t o  a  d e c l i n e  i n  t h e  d i a m o n d  s u b - s e c t o r  w h i c h  r e g i s t e re d  a 
d e c l i n e  o f  4 . 1 % . W h i l e  t h e  m i n i n g  s e c t o r  r e m a i n s  t h e  d r i v i n g  f o rc e  o f  t h e  N a m i b i a n  e c o n o my  i t s 
c o n t r i b u t i o n  t o  e m p l oy m e n t  c re a t i o n  r e m a i n s  l i m i t e d  t o  a ro u n d  2 %  o f  t h e  e m p l oye d  p o p u l a t i o n . 
T h i s  i s  n o t  s u r p r i s i n g  g i v e n  t h e  c a p i t a l  i n t e n s i t y  o f  t h e  s e c t o r. I t  m u s t  a l s o  b e  n o t e d  t h a t  t h i s 
s e c t o r  i s  v e r y  s e n s i t i v e  t o  e x t e r n a l  s h o c k s .

M a j o r  s e c t o r s  i n  t h e  s e c o n d a r y  i n d u s t r y  a re  m a n u f a c t u r i n g , e l e c t r i c i t y  a n d  w a t e r  a n d  c o n s t r u c -
t i o n . T h e  m a n u f a c t u r i n g  s e c t o r, a  p r i o r i t y  s e c t o r  f o r  g o ve r n m e n t  p o l i c i e s  a n d  r e g a rd e d  a s  a  p o -
t e n t i a l  g ro w t h  p o l e , h a s  b e e n  vo l a t i l e  r e g i s t e r i n g  a  r e a l  g ro w t h  o f  a b o u t  3 %  o ve r  t h e  l a s t  e l e ve n 
ye a r s . T h i s  vo l a t i l i t y  a r i s e s  f ro m  t h e  f a c t  t h a t  m o re  t h a n  7 0 %  o f  i t s  c o n t r i b u t i o n  i s  a g r i c u l t u re 
d e p e n d e n t  ( f o o d  p ro c e s s i n g  a n d  f i s h  p ro c e s s i n g ) . T h e  g o o d  p e r f o r m a n c e  e x p e r i e n c e d  i n  t h e  l a s t 
f o u r  ye a r s  i s  o w i n g  t o  n o n  a g r i c u l t u r a l  m a n u f a c t u r i n g  u s u a l l y  c i t e d  a s  o t h e r  m a n u f a c t u r i n g . T h i s 
c a t e g o r y  i n c l u d e s  m a n u f a c t u r i n g  o f  t e x t i l e , wo o d s , p a p e r, c h e m i c a l s , b a s i c  m e t a l s  a n d  m a c h i n e r y 
a n d  e q u i p m e n t s . 

D u r i n g  t h e  p e r i o d  u n d e r  s t u d y  t h e  m a n u f a c t u r i n g  s e c t o r  p e r f o r m a n c e  f l u c t u a t e d  i n  t h e  e a r l y 
y e a r s  b e f o re  i t  b e g a n  t o  r e g i s t e r  a  s t e a d y  g ro w t h  o ve r  t h e  l a s t  f i v e  ye a r s . H o weve r, t h e  s e c t o r 
f a i l e d  t o  m a i n t a i n  t h i s  g ro w t h  t r e n d , r e g i s t e r i n g  a  d e c l i n e  o f  0 . 6 %  i n  2 0 0 5 . T h i s  d e c l i n e  c a n  b e 
d i r e c t l y  a t t r i b u t e d  t o  a  d e c l i n e  i n  f i s h  p ro c e s s i n g  o n  s h o re  a n d  o t h e r  m a n u f a c t u r i n g . F u r t h e r m o re , 
a s  f i s h e r i e s  a re  a  s i g n i f i c a n t  p a r t  o f  t h e  m a n u f a c t u r i n g  s e c t o r  i t s  p e r f o r m a n c e  h a s  i m p a c t e d  t h e 
m a n u f a c t u r i n g  s e c t o r  n e g a t i v e l y. T h i s  i m p a c t  s e e m s  t o  h ave  s p i l l e d  o ve r  t o  t h e  s e c t o r ’s  a b i l i t y 
t o  c re a t e  e m p l oy m e n t  w i t h  t h e  s e c t o r ’s  e m p l oy m e n t  d e c l i n i n g  f ro m  6 . 5 %  ( 1 9 9 7 )  t o  5 . 3 %  ( 2 0 0 0 ) 
b e f o re  i t  b o u n c e d  b a c k  t o  a b o u t  6 %  ( 2 0 0 4 )  o f  t h e  e m p l oye d  p o p u l a t i o n . T h e  s t ro n g  l i n k a g e  t o  t h e 
a g r i c u l t u re  a n d  f i s h e r i e s  s e c t o r s  a n d  t h e  l a c k  o f  d i v e r s i f i c a t i o n  l e ave s  t h e  m a n u f a c t u r i n g  s e c t o r 
vo l a t i l e  t o  e x t e r n a l  s h o c k s .

T h e  e n e r g y  s e c t o r  c o m p o s e d  o f  e l e c t r i c i t y  a n d  w a t e r  s u b - s e c t o r s  p l ay s  a  c r u c i a l  ro l e  i n  t h e  e c o n -
o my  a s  a  p ro v i d e r  o f  r e l i a b l e  e n e r g y  t o  b o t h  t h e  p ro d u c t i o n  s e c t o r  a n d  t o  h o u s e h o l d s . Fo l l o w i n g 
a  l o we r  g ro w t h  o f  a b o u t  4 . 4 %  i n  2 0 0 4 , t h e  e l e c t r i c i t y  a n d  w a t e r  s e c t o r  r e g i s t e re d  a  s t ro n g  g ro w t h 
o f  1 1 . 3 %  i n  2 0 0 5  d u e  t o  g o o d  r a i n f a l l . T h i s  g o o d  p e r f o r m a n c e  i s  e s t i m a t e d  t o  c o n t i n u e  d u r i n g  2 0 0 6 
w i t h  a n  e s t i m a t e d  g ro w t h  o f  7 . 5  % . T h e  s e c t o r ’s  c o n t r i b u t i o n  t o  e m p l oy m e n t  h a s  b e e n  f l u c t u a t i n g 
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a ro u n d  1 %  o f  t h e  e m p l oye d  p o p u l a t i o n . 

T h e  p e r f o r m a n c e  o f  t h e  c o n s t r u c t i o n  s e c t o r  h a s  b e e n  f l u c t u a t i n g  w i t h  n o  v i s i b l e  t r e n d , r e g i s t e r i n g  a 
r e a l  ave r a g e  g ro w t h  r a t e  o f  a b o u t  7 %  o ve r  t h e  l a s t  e l e ve n  ye a r s . H o weve r, o ve r  t h e  l a s t  t h re e  ye a r s 
t h e  s e c t o r  h a s  m a i n t a i n e d  p o s i t i v e  g ro w t h  r a t e s  i n  l i n e  w i t h  d e c l i n i n g  i n t e re s t  r a t e s . T h e  s e c t o r  i s 
e s t i m a t e d  t o  h ave  r e c o ve re d  f ro m  a  l o we r  g ro w t h  o f  1 . 2 %  i n  2 0 0 4  t o  r e g i s t e r  a  g ro w t h  o f  3 . 2 %  o w i n g 
t o  l o w  i n t e re s t  r a t e  w h i c h  r e d u c e s  t h e  c o s t  o f  b o r ro w i n g  a s  we l l  a s  a  r e d u c t i o n  i n  t h e  p r i c e  o f  b u i l d -
i n g  m a t e r i a l s  r e s u l t i n g  f ro m  t h e  e n t r a n c e  o f  n ew  p l aye r s  i n  t h e  i n d u s t r y. Po s i t i v e  g ro w t h  i s  e s t i m a t e d 
t o  c o n t i n u e  a t  a b o u t  7 %  re a l  g ro w t h  r a t e s . T h e  s e c t o r ’s  c o n t r i b u t i o n  t o  e m p l oy m e n t  c o n t i n u e s  t o 
f l u c t u a t e  a ro u n d  5 % . 

G o ve r n m e n t  s e r v i c e s  c o n t i n u e  t o  b e  o n e  o f  t h e  m a i n  c o n t r i b u t o r s  a c c o u n t i n g  f o r  j u s t  l e s s  t h a n  a 
q u a r t e r  o f  G D P  i n  2 0 0 4 . T h e  s e c t o r  h a s  r e g i s t e re d  a  r e a l  ave r a g e  g ro w t h  r a t e  o f  a b o u t  5 %  o ve r  t h e 
l a s t  e l e ve n  ye a r s . T h e  s e c t o r ’s  g ro w t h  d e c l i n e d  s l i g h t l y  f ro m  5 . 4 %  i n  2 0 0 4  t o  4 . 9 %  i n  2 0 0 5 . W h i l e  a 
d e c l i n e  i n  g o ve r n m e n t  s e r v i c e s  r e f l e c t s  a  r e d u c t i o n  i n  g o ve r n m e n t  e x p e n d i t u re  w h i c h  a u g u r s  we l l  f o r 
f i s c a l  s t a b i l i t y, i f  t h e  r e d u c t i o n  c o m e s  l a r g e l y  f ro m  p e r s o n n e l  c o s t s  i t  m ay  h ave  a  n e g a t i v e  i m p a c t  o n 
o ve r a l l  e c o n o m i c  g ro w t h  b y  d e c re a s i n g  a g g re g a t e  d e m a n d . 

O n e  s e c t o r  w h i c h  h a s  s e e n  a  c o n s t a n t  m a r g i n a l  g ro w t h  o ve r  t h e  ye a r s  i s  t h e  w h o l e s a l e  a n d  r e t a i l 
t r a d e  s e c t o r. T h i s  s e c t o r  h a s  b e e n  g ro w i n g  i n  t e r m s  o f  i t s  c o n t r i b u t i o n  b o t h  t o  G D P  a n d  e m p l oy m e n t . 
T h e  s e c t o r ’s  ave r a g e  r e a l  g ro w t h  r a t e  o ve r  t h e  l a s t  e l e ve n  ye a r s  i s  a ro u n d  6 % , s u r p a s s i n g  b o t h  N D P I 
a n d  N D P I I  t a r g e t s . I t s  c o n t r i b u t i o n  t o  e m p l oy m e n t  h a s  i n c re a s e d  f ro m  a ro u n d  8 %  i n  1 9 9 7  t o  a b o u t 
1 4 %  i n  2 0 0 4 . T h e  s e c t o r ’s  p ro s p e c t s  l o o k  g o o d  a n d  l o o k  t o  c o n t i n u e  b e n e f i t i n g  f ro m  t h e  l o w  i n f l a t i o n 
r a t e  a n d  l o w  i n t e re s t  r a t e . 

T h e  c o n t r i b u t i o n  o f  t h e  H o t e l s  a n d  R e s t a u r a n t , a  p rox y  f o r  t h e  To u r i s m  s e c t o r, w h i c h  i s  o f t e n  c i t e d 
t o  h ave  t h e  p o t e n t i a l  t o  i n c re a s e  e c o n o m i c  d e ve l o p m e n t , h a s  b e e n  c o n s t a n t  a t  a ro u n d  2 %  w h i l e  i t s 
ave r a g e  r e a l  g ro w t h  r a t e  o ve r  t h e  l a s t  e l e ve n  ye a r s  i s  a ro u n d  5 % . Fo l l o w i n g  a  c o n t r a c t i o n  b y  3 . 2 % 
i n  2 0 0 4 , t h e  s e c t o r  s e e m s  t o  h ave  r e c o ve re d  re g i s t e r i n g  a  m a r g i n a l  g ro w t h  r a t e  o f  0 . 3 %  i n  2 0 0 5 . I t s 
c o n t r i b u t i o n  t o  e m p l oy m e n t  h a s  i m p ro ve d  f ro m  0 . 7 %  i n  1 9 9 7  t o  3 . 4 %  i n  2 0 0 4 . E m p i r i c a l  s t u d i e s  a r g u e 
t h a t  t h e  t o u r i s m  s e c t o r  h a s  t h e  p o t e n t i a l  t o  c o n t r i b u t e  b e t we e n  5 - 1 0 %  t o  G D P. T h e re f o re , c u r re n t 
e c o n o m i c  d e ve l o p m e n t s  ( s e c t o r s ’  r e a l  g ro w t h )  s e e m  t o  i n d i c a t e  t h a t  e c o n o m i c  d e ve l o p m e n t  i s  n o t 
t a k i n g  p l a c e  a t  t h e  e x p e c t e d  r a t e . 

T h e  t r a n s p o r t  a n d  c o m m u n i c a t i o n  s e c t o r  p l ay s  a n  i m p o r t a n t  ro l e  i n  t h e  e c o n o my  a s  t h e y  r e p re s e n t 
t h e  s t a t e  o f  a  c o u n t r y ’s  i n f r a s t r u c t u re  -  a  m a j o r  f a c t o r  f o r  i n ve s t m e n t  d e c i s i o n s . I t s  c o n t r i b u t i o n  t o 
G D P  h a s  b e e n  g ro w i n g  c o n s t a n t l y  o ve r  t h e  ye a r s . T h e  s e c t o r  r e g i s t e re d  a n  ave r a g e  r e a l  g ro w t h  o f 
a b o u t  7 %  o ve r  t h e  l a s t  e l e ve n  ye a r s . Fo l l o w i n g  a  g o o d  p e r f o r m a n c e  i n  2 0 0 4  ( 1 1 . 9 % ) , t h e  s e c t o r  r e -
c o rd e d  a  s l i g h t l y  l o we r  g ro w t h  r a t e  o f  8 . 7 %  i n  2 0 0 5 . G i ve n  t h e  h i g h  i n c re a s e s  i n  t h e  f u e l  p r i c e s , t h e 
g o o d  p e r f o r m a n c e  i s  e s t i m a t e d  t o  h ave  b e e n  d r i v e n  b y  t h e  c o m m u n i c a t i o n  s u b - s e c t o r  o w i n g  t o  h i g h 
d e m a n d  re s u l t i n g  f ro m  d e c re a s i n g  m o b i l e  p h o n e  p r i c e s . T h e  s e c t o r  i s  e s t i m a t e d  t o  g ro w  a t  a b o u t  9 % 
f o r  2 0 0 6 . T h e  s e c t o r ’s  c o n t r i b u t i o n  t o  e m p l oy m e n t  h a s  i n c re a s e d  s l i g h t l y  f ro m  a b o u t  3 %  i n  1 9 9 7  t o 
a b o u t  4 %  i n  2 0 0 4 . 

4.3 tertiary in-
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4.4 declining inflation rates
I n f l a t i o n  i s  g e n e r a l l y  a  r e s u l t  o f  a n  i n c re a s e  i n  a g g re g a t e  d e m a n d  a n d  a  c o n t r a c t i o n  o f  a g g re g a t e  s u p -
p l y. I t  i s  c a u s e d  b y  e i t h e r  a n  i n c re a s i n g  d e m a n d  o f  g o o d s  e x c e e d i n g  t h e  s u p p l y  o f  g o o d s  o r  b y  a n 
i n c re a s e  i n  t h e  c o s t  o f  p ro d u c t i o n . W i t h  t h e  e x c e p t i o n  o f  u n e m p l oy m e n t , i n f l a t i o n  i s  o n e  o f  t h e  c o n -
c e r n s  o f  p o l i c y  m a ke r s , b u s i n e s s  c o m m u n i t y  a n d  t h e  p u b l i c . Fo o d s  w i t h  a  we i g h t  o f  a b o u t  3 0 % , E n e r g y 
w i t h  a b o u t  2 1 %  a n d  Tr a n s p o r t  w i t h  a b o u t  1 5 %  re p re s e n t  t h e  h e av i e s t  we i g h t s  a n d  a ny  m a j o r  c h a n g e s 
i n  t h e s e  i t e m s  w i l l  d e t e r m i n e  t h e  d i r e c t i o n  o f  t h e  i n f l a t i o n  r a t e  i n  t h e  c o u n t r y. G i ve n  t h a t  N a m i b i a 
i m p o r t s  a b o u t  8 0 %  o f  i t s  p ro d u c t s  f ro m  S o u t h  A f r i c a , t h e  t r e n d  i n  i n f l a t i o n  r a t e  f o l l o w s  c l o s e l y  t h o s e 
i n  S o u t h  A f r i c a . 

W i t h  t h e  e x c e p t i o n  o f  1 9 9 8  a n d  2 0 0 1  w h i c h  s aw  f l u c t u a t i o n s , a n n u a l  i n f l a t i o n  r a t e s  h ave  i n c re a s e d 
s l o w l y  t h o u g h  i r r e g u l a r  t h ro u g h  t h e  m i d  1 9 9 0 s  a n d  e a r l y  2 0 0 0 s  h o ve r i n g  a ro u n d  9 % . T h e  d e c l i n e  i n 
1 9 9 8  w a s  d o m i n a t e d  b y  a  r e d u c t i o n  i n  t h e  p r i c e  o f  e n e r g y  a n d  t r a n s p o r t  w h i l e  t h e  r i s e  i n  2 0 0 2  w a s  a 
r e s u l t  o f  r i s e s  i n  t h e  p r i c e  o f  f o o d  s t u f f s  ( C e n t r a l  B u re a u  o f  S t a t i s t i c s , 1 9 9 8  a n d  2 0 0 2 ) . T h e  i n f l a t i o n 
r a t e  t h e n  f e l l  r a p i d l y  t o  l e s s  t h a n  5 %  i n  2 0 0 3  a n d  h a s  r e m a i n e d  b e l o w  t h e  t a r g e t  o f  6 %  f o r  t h e  l a s t 
t h re e  ye a r s . I n  2 0 0 5 , N a m i b i a  r e g i s t e re d  i t s  l o we s t  i n f l a t i o n  r a t e  i n  t h e  1 6  ye a r s  s i n c e  i n d e p e n d e n c e 
o f  a b o u t  2 % . 

T h e  m a j o r  c o n t r i b u t o r s  t o  t h e  l o w  i n f l a t i o n  r a t e  we re  h o u s i n g , w a t e r, e l e c t r i c i t y, g a s  a n d  o t h e r  f u e l s 
a n d  a l c o h o l i c  b e ve r a g e s  a n d  t o b a c c o . C l o t h i n g  a n d  f o o t we a r, h e a l t h , c o m m u n i c a t i o n  a n d  e d u c a t i o n 
a l s o  r e g i s t e re d  l o w  r a t e s  d u r i n g  t h e  p e r i o d  u n d e r  r e v i ew. T h i s  d o w n w a rd  t r e n d  i n  i n f l a t i o n  r a t e s  i s 
b e n e f i c i a l  t o  t h e  p o o r  s i n c e  i t  h a s  a  d i r e c t  i m p a c t  o n  t h e  d e m a n d  o f  b a s i c  g o o d s . G i ve n  t h e  h i g h e r 
we i g h t s  o f  c a t e g o r i e s  s u c h  a s  f o o d , h o u s i n g , w a t e r, e l e c t r i c i t y, g a s  a n d  o t h e r  f u e l s , t h e  i m p a c t  o f  t h e 
f u e l  p r i c e  i n c re a s e s  o n  o ve r a l l  i n f l a t i o n  w a s  s o f t e n e d  b y  l o we r  i n f l a t i o n  i n  t h e s e  c a t e g o r i e s . C o n t i n -
u e d  s t a b i l i t y  i n  i n f l a t i o n  r a t e s  w i l l  l e a d  t o  a  l o we r  r e a l  i n t e re s t  r a t e  a n d  t h i s  w i l l  p ro v i d e  a n  i m p o r t a n t 
s t i m u l u s  t o  d o m e s t i c  d e m a n d  a s  we l l  a s  i n ve s t m e n t . 

F i g u re  5  I n f l a t i o n  r a t e , 1 9 9 4  –  2 0 0 5

 

S o u rc e : C e n t r a l  B u re a u  o f  S t a t i s t i c s 

ECONOMIC TRENDS

0

2

4

6

8

10

12

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

%



1�

 U N D P  E C O N O M I C  R E V I E W 2 0 0 7 U N D P  E C O N O M I C  R E V I E W

W h i l e  i t  i s  g e n e r a l l y  b e l i e ve d  t h a t  h i g h  i n f l a t i o n  r a t e  i s  n o t  g o o d  f o r  t h e  e c o n o my, z e ro  i n f l a t i o n  - 
d e f l a t i o n  i s  n o t  g o o d  f o r  t h e  e c o n o my  e i t h e r  s i n c e  i t  i n d i c a t e s  e c o n o m i c  s t a g n a t i o n . S i n c e  t h e  p o o r 
h o l d  a  l a r g e  p o r t i o n  o f  t h e i r  we a l t h  i n  c u r re n c y, t h e y  a re  u s u a l l y  t h e  h a rd e s t  h i t  b y  h i g h  v a r i a t i o n s  i n 
i n f l a t i o n  r a t e s . G i ve n  t h a t  f o o d  c o m m a n d s  a  h i g h e r  we i g h t  a n d  t h e  f a c t  t h a t  t h e  p o o r  s p e n d  a  l a r g e 
p ro p o r t i o n  o f  t h e i r  i n c o m e  o n  f o o d , t h e  p o o r  a re  t h e  h a rd e s t  h i t  b y  h i g h e r  a n d  v a r i a b l e  i n f l a t i o n  r a t e s . 
F u r t h e r m o re , i n f l a t i o n  r e s u l t s  i n  i n c re a s e d  u n c e r t a i n t y  w h i c h  m a ke s  e c o n o m i c  d e c i s i o n s  m o re  d i f f i -
c u l t  a n d  m a ke s  t h e  p r i c e  s i g n a l  ro l e  l e s s  e f f i c i e n t  t h e re b y  r e s u l t i n g  i n  l o we r  l e ve l s  o f  i n ve s t m e n t  a n d 
g ro w t h . T h e re f o re , a  s t a b l e  i n f l a t i o n  r a t e  i s  g o o d  b o t h  f o r  i n ve s t o r s  a s  we l l  a s  f o r  t h e  p o o r. G e n e r a l l y, 
h i g h  a n d  v a r i a b l e  i n f l a t i o n  r a t e  c a u s e s  u n c e r t a i n t y. T h i s  i n c re a s e d  u n c e r t a i n t y  w i l l  m a ke  b o t h  i n d i v i d u -
a l s  a n d  f i r m s  r e l u c t a n t  a b o u t  t a k i n g  u p  n ew  i n ve s t m e n t s . T h i s  r e s u l t s  f ro m  t h e  f a c t  t h a t  h i g h l y  v a r i a b l e 
i n f l a t i o n  i s  r e g a rd e d  a s  a  s i g n a l  o f  p o o r  e c o n o m i c  p o l i c y.

C o m p a re d  t o  t h e  l a s t  f i v e  ye a r s , 2 0 0 5  w i t n e s s e d  a  l o w  a n d  d e c re a s i n g  r a t e  o f  i n f l a t i o n . H o weve r, r e c e n t 
d e ve l o p m e n t  s e e m s  t o  i n d i c a t e  a n  i n c re a s e  i n  t h e  i n f l a t i o n  r a t e  f o r  2 0 0 6  d u e  t o  f r e q u e n t  i n c re a s e s 
i n  f u e l  p r i c e s . F u r t h e r m o re , m o n t h l y  i n f l a t i o n  r a t e s  f o r  2 0 0 6  a s  d e p i c t e d  b y  F i g u re  6  s h o w  a n  u p w a rd 
t r e n d . T h u s , t h e  ave r a g e  i n f l a t i o n  r a t e  i s  e x p e c t e d  t o  r i s e  o w i n g  t o  h i g h e r  f o o d  a n d  f u e l  p r i c e s . W h i l e 
t h e  i m p a c t  o f  t h e  f u e l  p r i c e  i n c re a s e s  o n  o ve r a l l  p r i c e  w a s  s o f t e n e d  b y  l o we r  p r i c e s  i n  c a t e g o r i e s  s u c h 
a s  f o o d , h o u s i n g , w a t e r, e l e c t r i c i t y, g a s  a n d  o t h e r  f u e l s  i n  2 0 0 5 , t h e s e  m i g h t  n o t  b e  t h e  c a s e  f o r  2 0 0 6 
a s  t h e s e  c a t e g o r i e s  e x p e r i e n c e d  a n  i n c re a s i n g  t r e n d  d u r i n g  t h e  ye a r. H i g h e r  i n f l a t i o n  i n c re a s e s  t h e 
c o s t  o f  p ro d u c t i o n  t h e re b y  d i r e c t l y  a f f e c t i n g  b o t h  m a n u f a c t u re r s  a n d  t r a d e r s . F u r t h e r m o re , i t  r e d u c e s 
t h e  p u rc h a s i n g  p o we r  o f  c o n s u m e r s  l e a d i n g  f i r s t  t o  s u b s t i t u t i o n  e f f e c t s  a n d  t h e n  r e d u c t i o n  i n  d e m a n d . 
C o n t i n u o u s  r i s e s  i n  i n f l a t i o n  c a n  b e  c o n t a i n e d  b y  i n c re a s i n g  i n t e re s t  r a t e s . H o weve r, t h i s  i m p a c t s  n e g a -
t i v e l y  o n  t h e  e c o n o my  a s  i t  i n c re a s e s  t h e  c o s t s  o f  c a p i t a l  w h i c h  c a n  l e a d  t o  r e d u c t i o n s  i n  a g g re g a t e 
d e m a n d . 

F i g u re  6  M o n t h l y  I n f l a t i o n  r a t e s , 2 0 0 6

S o u rc e : C e n t r a l  B u re a u  o f  S t a t i s t i c s
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A s  c a n  b e  o b s e r ve d  f ro m  F i g u re  6  a n d  F i g u re  7 , 2 0 0 6  s e e m s  t o  b e  a  r e ve r s e  o f  t h e  p r i c e  c h a n g e s  o b -
s e r ve d  i n  2 0 0 5 . T h e  f i r s t  h a l f  o f  2 0 0 5  e x p e r i e n c e d  a  d e c l i n e  i n  p r i c e s  a t  a n  i n c re a s i n g  r a t e  a s  d e p i c t e d 
b y  F i g u re  7  b e f o re  i t  s t a r t e d  r i s i n g  t h o u g h  a t  a  d e c l i n i n g  r a t e . I n  c o n t r a s t  2 0 0 6  h a s  e x p e r i e n c e d  a n 
i n c re a s i n g  t r e n d  f o r  m o s t  p a r t  o f  t h e  ye a r. 

F i g u re  7  M o n t h l y  I n f l a t i o n  r a t e s , 2 0 0 5

S o u rc e : C e n t r a l  B u re a u  o f  S t a t i s t i c s

4.5 low and stable interest rates
I n t e re s t  r a t e s , w h i c h  r e f l e c t  t h e  c o s t  o f  b o r ro w i n g , p l ay  a  m a j o r  ro l e  i n  s t i m u l a t i n g  e c o n o m i c  g ro w t h 
t h ro u g h  a n  i n c re a s e  i n  c o n s u m e r  s p e n d i n g  r e s u l t i n g  f ro m  a  r e d u c t i o n  i n  i n t e re s t  r a t e s . I n t e re s t  r a t e s 
c a n  b e  i n c re a s e d  t o  c o n t ro l  i n f l a t i o n  o r  r e d u c e d  t o  s t i m u l a t e  t h e  e c o n o my. S h i f t s  i n  i n t e re s t  r a t e s  a re 
d r i v e n  b y  f a c t o r s  s u c h  a s  i n f l a t i o n , s t r e n g t h e n i n g  o f  N a m i b i a n  d o l l a r s  a n d  e c o n o m i c  p e r f o r m a n c e  a m o n g 
o t h e r s . F i g u re  8  b e l o w  i n d i c a t e s  a  d e c l i n i n g  t r e n d  w h i c h  i n d i c a t e s  a  g r a d u a l  d e c re a s e  i n  t h e  c o s t s  o f 
b o r ro w i n g . A  re d u c t i o n  i n  t h e  c o s t  o f  b o r ro w i n g  i n d i c a t e s  l o w  c o s t  o f  i n ve s t m e n t  t h e re b y  a t t r a c t -
i n g  b o t h  l o c a l  a n d  f o re i g n  i n ve s t o r s . Fo r  t h e  c o n s u m e r s  i t  i n d i c a t e s  a  r e d u c t i o n  i n  t h e  c o s t s  o f  h o m e 
l o a n s . 

F u r t h e r m o re , t h e  f i g u re  b e l o w  s e e m s  t o  i n d i c a t e  s t a b i l i t y  i n  i n t e re s t  r a t e s  d u r i n g  t h e  l a t e r  p e r i o d . 
T h i s  a u g u r s  we l l  f o r  e c o n o m i c  d e ve l o p m e n t  a s  we l l  a s  f o r  t h e  a c h i e ve m e n t  o f  V i s i o n  2 0 3 0 . H o weve r, 
2 0 0 6  h a s  w i t n e s s e d  a n  i n c re a s e  i n  t h e  r e p o  r a t e  i n  r e s p o n s e  t o  r i s i n g  i n f l a t i o n a r y  p re s s u re s  r e s u l t i n g 
f ro m  h i g h e r  i n t e r n a t i o n a l  o i l  a n d  f o o d  p r i c e s . T h i s  h a s  f u r t h e r  i n c re a s e d  t h e  c o s t  o f  l i v i n g . G e n e r a l l y, 
N a m i b i a  e n j oy s  r e l a t i v e l y  l e s s  f l u c t u a t i o n  i n  i n t e re s t  r a t e s . T h e  c o u n t r y  c o m p a re s  f avo r a b l y  i n  m a ny 
b u s i n e s s  e n v i ro n m e n t  i n d i c a t o r s  w i t h  a  l o w  n u m b e r  o f  s t a r t u p  p ro c e d u re s , l o w  b u s i n e s s  s t a r t u p  a n d 
c l o s i n g  c o s t s  a n d  h i g h  c o ve r a g e  o f  c r e d i t o r s . H o weve r, t h e  c o u n t r y  i s  c o n s i d e re d  t o  h ave  t h e  h i g h e s t 
c o s t  o f  d o i n g  b u s i n e s s  w i t h  t h e  n u m b e r  o f  d ay s  t o  s t a r t  a  b u s i n e s s  e s t i m a t e d  a t  8 5  d ay s  s u r p a s s i n g  t h e 
r e g i o n a l  ave r a g e  b y  2 2  d ay s  ( AG OA , 2 0 0 5 ) .

G i ve n  t h a t  t h e  N a m i b i a n  D o l l a r  i s  p e g g e d  t o  t h e  S o u t h  A f r i c a  R a n d  o n e  t o  o n e , m o n e t a r y  p o l i c y  i n 
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N a m i b i a  c l o s e l y  f o l l o w s  t h o s e  o f  S o u t h  A f r i c a . T h i s  i s  c l e a r l y  r e f l e c t e d  b y  m o ve m e n t s  i n  t h e  p r i m e 
l e n d i n g  r a t e s  i n  t h e  t wo  c o u n t r i e s . T h u s , i n t e re s t  r a t e s  i n  N a m i b i a  a r e  i n f l u e n c e d  l e s s  b y  e c o n o m i c 
d e ve l o p m e n t s  i n  N a m i b i a  b u t  r a t h e r  b y  m o n e t a r y  p o l i c y  d e ve l o p m e n t s  i n  S o u t h  A f r i c a . T h i s  m e a n s 
t h a t  m o n e t a r y  p o l i c y  i s  n o t  r e a c t i v e  t o  l o c a l  f a c t o r s . T h i s  r e s u l t s  f ro m  N a m i b i a ’s  m e m b e r s h i p  t o  t h e 
C M A  a n d  t h e  p e r f e c t  c a p i t a l  m o b i l i t y  t h a t  e x i s t s  b e t we e n  t h e  t wo  c o u n t r i e s . 

F i g u re  8  P r i m e  l e n d i n g  r a t e , N a m i b i a  a n d  S o u t h  A f r i c a

S o u rc e : B a n k  o f  N a m i b i a

4.6 fiscal Policy
G o ve r n m e n t  i n t ro d u c e d  b u d g e t a r y  r e f o r m s  i n  t h e  f o r m  o f  t h e  M e d i u m  Te r m  E x p e n d i t u re  F r a m ewo r k 
a n d  Pe r f o r m a n c e  a n d  E f f e c t i v e n e s s  M a n a g e m e n t  P ro g r a m m e  t o  s t r e n g t h e n  m a c ro e c o n o m i c  m a n a g e -
m e n t  a n d  r e ve n u e  c o l l e c t i o n . N a m i b i a ’s  p u b l i c  d e b t  i s  e s t i m a t e d  a t  a b o u t  3 4 %  o f  G D P. F i g u re  9  b e l o w 
i n d i c a t e s  t h a t  b u d g e t  d e f i c i t s  a s  a  p e rc e n t a g e  o f  G D P  h ave  b e e n  f l u c t u a t i n g  b e l o w  5 % . W h e n  b u d g e t 
d e f i c i t  i n c re a s e s , t h i s  w i l l  i n c re a s e  t h e  p u b l i c  d e b t s  w h i c h  r e s u l t s  f ro m  t h e  n e e d  t o  f i n a n c e  a  b u d g e t 
d e f i c i t . A s  d e p i c t e d  i n  F i g u re  9  b u d g e t  d e f i c i t  s e e m s  t o  b e  m o v i n g  w i t h  t o t a l  p u b l i c  d e b t s  t h e re b y 
c o n f i r m i n g  t h e  n o t i o n  t h a t  p u b l i c  d e b t s  a re  n e e d e d  t o  f i n a n c e  b u d g e t  d e f i c i t . 

4.6.2 government debt
P u b l i c  d e b t  a s  a  p e rc e n t a g e  o f  G D P  h a s  i n c re a s e d  f ro m  a b o u t  8 %  i n  1 9 9 1  t o  a b o u t  2 8 %  i n  2 0 0 3 . I t  i s 
c u r re n t l y  e s t i m a t e d  a t  a b o u t  3 2 % . G o ve r n m e n t  i s  c u r re n t l y  s p e n d i n g  a ro u n d  8 . 7 %  o f  t h e  b u d g e t  o n 
i n t e re s t  p ay m e n t s . M o ve m e n t  i n  p u b l i c  d e b t s  i s  c h i e f l y  a c c o u n t e d  f o r  b y  i n c re a s e s  i n  d o m e s t i c  d e b t s 
a s  d e p i c t e d  b y  F i g u re  9 . D u r i n g  t h e  p e r i o d  u n d e r  r e v i ew, c h a n g e s  i n  t o t a l  g o ve r n m e n t  d e b t s  c l o s e l y 
f o l l o w  t h o s e  o f  d o m e s t i c  d e b t s . T h i s  s e e m s  t o  i n d i c a t e  t h a t  p u b l i c  d e b t s  h ave  b e e n  re s t r i c t e d  t o  d o -
m e s t i c  d e b t  w h i c h  i s  g o o d  s i n c e  d o m e s t i c  d e b t s  d e p e n d s  d i r e c t l y  o n  t h e  g ro w t h  o f  t h e  e c o n o my  f o r 
i t s  r e s e t t l e m e n t  a s  o p p o s e d  t o  f o re i g n  d e b t s  w h i c h  r e q u i r e  f o re i g n  c u r re n c y. P u b l i c  d o m e s t i c  d e b t s 
h ave  i n c re a s e d  f ro m  a b o u t  1 6 %  i n  1 9 9 5  t o  a b o u t  2 8 %  i n  2 0 0 5 . C u r re n t l y, a s  a  p e rc e n t a g e  o f  G D P, 
d o m e s t i c  d e b t s  h ave  e x c e e d e d  t h e  i n t e r n a t i o n a l  t h re s h o l d  o f  2 0 % . To  m o n i t o r  b o r ro w i n g  g o ve r n -
m e n t  i n t ro d u c e d  t h e  S o ve re i g n  D e b t  M a n a g e m e n t  S t r a t e g y  w h i c h  w a s  a p p ro ve d  b y  C a b i n e t  i n  2 0 0 5 . 
G o ve r n m e n t  i s  a l s o  p l a n n i n g  t o  i n t ro d u c e  a  Fo re i g n  B o r ro w i n g  P l a n  t o  g u i d e  t h e  f i n a n c i n g  o f  N D P 
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p ro j e c t s  w h e re  f u n d s  c a n n o t  b e  s o u rc e d  l o c a l l y. T h o u g h  N a m i b i a  i s  n o t  ye t  a t  t h a t  l e ve l , o n e  h a s  t o  b e 
c a u t i o u s  s i n c e  t h e  p ro b l e m  w i t h  i n c re a s i n g  p u b l i c  d o m e s t i c  d e b t s  i s  t h a t  i t  h a s  t h e  p o t e n t i a l  o f  c l o u d -
i n g  o u t  p r i v a t e  i n ve s t m e n t s . 

F i g u re  9  P u b l i c  d e b t s  a s  a  Pe rc e n t a g e  o f  G D P

S o u rc e : B a n k  o f  N a m i b i a

E x t e r n a l  g o ve r n m e n t  d e b t s  s e e m  t o  h ave  m i n i m a l  i n f l u e n c e  o n  t h e  d i r e c t i o n  o f  t o t a l  g o ve r n m e n t  d e b t s . 
A s  a  p e rc e n t a g e  o f  G D P, e x t e r n a l  d e b t  r e m a i n e d  we l l  b e l o w  1 0 %  re c o rd i n g  i t s  l o we s t  l e ve l  i n  1 9 9 7  a s 
a  r e s u l t  o f  d e b t  c a n c e l l a t i o n  b y  S o u t h  A f r i c a . T h e  i m p o r t a n c e  o f  ke e p i n g  p u b l i c  e x t e r n a l  d e b t s  m a n a g e -
a b l e  i s  t h a t  h i g h  p u b l i c  e x t e r n a l  d e b t s  l e a d  t o  d e b t  c r i s e s  b y  i n c re a s i n g  p u b l i c  e x p e n d i t u re  t h ro u g h 
o b l i g a t o r y  e x p e n s e s . T h i s  h a s  a  d i r e c t  n e g a t i v e  i m p a c t  o n  b o t h  s o c i a l  a n d  c a p i t a l  p u b l i c  i n ve s t m e n t s , 
t h e re b y  a f f e c t i n g  t h e  g ro w t h  o f  t h e  e c o n o my. G o ve r n m e n t  d e b t s  i n c re a s e  w h e n eve r  g o ve r n m e n t  e x p e n -
d i t u re  e x c e e d s  r e ve n u e . T h u s , c h a n g e s  i n  b u d g e t  d e f i c i t s  r e s u l t  d i r e c t l y  f ro m  c h a n g e s  i n  g o ve r n m e n t 
s p e n d i n g  o r  t a x  c h a n g e s . T h e  o t h e r  n e g a t i v e  i m p a c t  o f  p u b l i c  b o r ro w i n g  i s  t h a t  i t  m ay  c a u s e  c a p i t a l 
f l i g h t  a s  i n ve s t o r s  a n t i c i p a t e  i n c re a s e s  i n  t h e  t a x  b u rd e n  t h ro u g h  r a i s i n g  t a xe s . I f  a  c o u n t r y  r a i s e s 
t a xe s , t h i s  w i l l  d i s t o r t  e c o n o m i c  c h o i c e s , t h e re b y  h u r t i n g  l o n g  t e r m  e c o n o m i c  g ro w t h . I t  i s  t h e re f o re 
o f t e n  a r g u e d  t h a t  f o r  d e b t  s u s t a i n a b i l i t y  t o  o c c u r  a  c o u n t r y  s h o u l d  a t t e m p t  t o  ke e p  f o re i g n  d e b t  a s  a 
n o n - i n c re a s i n g  p e rc e n t a g e  o f  G D P. W h i l e  i t  i s  e s s e n t i a l  t o  ke e p  a  s u s t a i n a b l e  b u d g e t  d e f i c i t  a n d  t h u s 
s u s t a i n a b l e  p u b l i c  d e b t s  t h i s  s h o u l d  n o t  b e  a l l o we d  t o  i m p a c t  n e g a t i v e l y  o n  p u b l i c  i n ve s t m e n t  w h i c h  i s 
e s s e n t i a l  b o t h  f o r  p r i v a t e  i n ve s t m e n t  a n d  e c o n o m i c  g ro w t h .

T h re e  m e a s u re m e n t  m e t h o d s  a re  u s u a l l y  a p p l i e d  t o  d e t e r m i n e  g o ve r n m e n t ’s  a b i l i t y  t o  s e r v i c e  i t s  d e b t s . 
T h e s e  m e a s u re s  a re  i l l u s t r a t e d  i n  F i g u re  1 0 . A p a r t  f ro m  1 9 9 7  w h e n  S o u t h  A f r i c a  w ro t e  o f f  N a m i b i a n 
e x t e r n a l  d e b t s , F i g u re  1 0  i l l u s t r a t e s  a n  i n c re a s i n g  t r e n d  i n  p u b l i c  d e b t s  a s  a  p e rc e n t a g e  o f  g o ve r n m e n t 
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re ve n u e , e x p o r t  a n d  G D P. W i t h  a n  ave r a g e  d e b t  o f  a b o u t  2 0 %  o f  G D P, N a m i b i a  d o e s  n o t  d i f f e r 
v e r y  m u c h  f ro m  o t h e r  d e ve l o p i n g  c o u n t r i e s . I f  a  c o u n t r y  h a s  a  h i g h  e x t e r n a l  p u b l i c  d e b t , d e b t 
a s  a  p e rc e n t a g e  o f  e x p o r t  i s  a  g o o d  m e a s u re  s i n c e  i t  i n d i c a t e s  t h e  c o u n t r y ’s  a b i l i t y  t o  g e n e r a t e 
t h e  h a rd  c u r re n c y  n e e d e d  t o  s e r v i c e  i t s  e x t e r n a l  d e b t s . H o weve r, g i v e n  t h a t  a  l a r g e  p o r t i o n  o f 
p u b l i c  d e b t s  i n  N a m i b i a  i s  m a d e  u p  o f  d o m e s t i c  d e b t , s u s t a i n a b l e  h i g h  e c o n o m i c  g ro w t h  i s  r e -
q u i r e d  t o  f i n a n c e  p u b l i c  d e b t , t h u s  d e b t  a s  a  p e rc e n t a g e  o f  G D P  w i l l  b e  a  g o o d  m e a s u re . 

F i g u re  1 0  D e b t  a s  a  p e rc e n t a g e  o f  G o ve r n m e n t  r e ve n u e , e x p o r t  a n d  G D P

S o u rc e : B a n k  o f  N a m i b i a

4.6.2 credit rating
I n  a n  e f f o r t  t o  a t t r a c t  i n ve s t m e n t , G o ve r n m e n t  o p t e d  f o r  c re d i t  r a t i n g . C re d i t  r a t i n g  i s  a n  i n -
ve s t m e n t  r a t i n g  c a r r i e d  o u t  b y  t h e  i n t e r n a t i o n a l l y  r e n o w n e d  r a t i n g  a g e n c y  F i t c h  R a t i n g s . T h e i r 
r a t i n g  s y s t e m  u s e s  l e t t e r  A  f o r  h i g h  c re d i t  q u a l i t y  t o  D  f o r  p o o r  c re d i t  q u a l i t y. C re d i t  r a t i n g 
s i g n a l s  a n  a b i l i t y  o f  a n  e n t i t y  t o  f u l f i l l  i t s  f i n a n c i a l  o b l i g a t i o n s . 

A s  s u c h  i t  i s  u s e d  b y  i n ve s t o r s  a s  a  b e n c h m a r k  o f  t h e  l i ke l i h o o d  o f  r e c e i v i n g  t h e i r  m o n ey  b a c k . 
A  l o n g  t e r m  i n ve s t m e n t  g r a d e  r a t i n g  o f  A A A  i n d i c a t e s  r e l a t i v e l y  l o w  c re d i t  r i s k  w i t h  a  s t ro n g  c a -
p a c i t y  o f  f u l f i l l i n g  f i n a n c i a l  o b l i g a t i o n s  a n d  i t  i s  u n l i ke l y  t o  b e  a f f e c t e d  b y  u n f o re s e e a b l e  e ve n t s 
w h i l e  D D D  s i g n a l  a  v e r y  h i g h  l e ve l  o f  c r e d i t  f a i l u r e . 

N a m i b i a  h a s  b e e n  a s s i g n e d  a  l o n g  t e r m  f o re i g n  c u r re n c y  r a t i n g  o f  ‘ B B B ’  a n d  a  l o n g  t e r m  l o c a l 
c u r re n c y  r a t i n g  o f  ‘ B B B ’  w h i c h  m e a s u re s  t h e  c a p a c i t y  t o  m e e t  b o t h  f o re i g n  a n d  l o c a l  c u r re n c y 
c o m m i t m e n t s . T h i s  r a t i n g  i n d i c a t e s  a  g o o d  c re d i t  q u a l i t y. T h e  r a t i n g  i n d i c a t e s  a  l o w  e x p e c t a t i o n 
o f  c r e d i t  r i s k  a s  we l l  a s  a n  a d e q u a t e  c a p a c i t y  f o r  t i m e l y  f u l f i l l m e n t  o f  f i n a n c i a l  o b l i g a t i o n  t h o u g h 
t h i s  m ay  b e  a f f e c t e d  b y  a d ve r s e  c h a n g e s  i n  e c o n o m i c  c o n d i t i o n s . G i ve n  g o ve r n m e n t ’s  c o m m i t -
m e n t  t o  t h e  a c h i e ve m e n t  o f  V 2 0 3 0  a n d  t h e  M i l l e n n i u m  D eve l o p m e n t  G o a l s , t h e  r a t i n g  f o r m s  a 
g o o d  b a s i s  f o r  p ro m o t i n g  p u b l i c  i n ve s t m e n t  b y  p ro v i d i n g  b o t h  p u b l i c  a n d  q u a s i - p u b l i c  g o o d s . 
G i ve n  t h a t  p u b l i c  i n ve s t m e n t  i s  c o m p l e m e n t a r y  t o  p r i v a t e  i n ve s t m e n t  i n  N a m i b i a , t h e  r a t i n g  a u -
g u r s  we l l  f o r  b o t h  e c o n o m i c  g ro w t h  a n d  e c o n o m i c  d e ve l o p m e n t .
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4.7 emPloyment 
G o ve r n m e n t  h a s  c i t e d  e m p l oy m e n t  c re a t i o n  a s  o n e  o f  i t s  m a i n  o b j e c t i v e s  i n  b o t h  t h e  F i r s t  a n d  S e c o n d 
N a t i o n a l  D eve l o p m e n t  P l a n s  ( N D P I  a n d  N D P I I ) . U n e m p l oy m e n t 1 , w h i c h  a c c o rd i n g  t o  t h e  I n s t i t u t e  f o r 
P u b l i c  Po l i c y  R e s e a rc h ’s  n a t i o n a l  o p i n i o n  s u r ve y  h a s  b e e n  c o n s i s t e n t l y  r a n ke d  a s  N a m i b i a n s  n u m b e r 
o n e  c o n c e r n , i s  c u r re n t l y  e s t i m a t e d  a t  a b o u t  2 2 %  ( 2 0 0 4  d a t a ) . T h i s  f i g u re  i s  b e i n g  a u g m e n t e d  a t  a  r a t e 
o f  a b o u t  3 %  p e r  ye a r. I f  we  c o n s i d e r  t h e  b ro a d  d e f i n i t i o n 2 o f  u n e m p l oy m e n t , t h e  r a t e  i s  a b o u t  3 7 %  i n -
d i c a t i n g  t h a t  m o re  t h a n  a  t h i r d  o f  t h o s e  w h o  a re  av a i l a b l e  f o r  wo r k  i n  N a m i b i a  a r e  n o t  e m p l oye d . 

A s  d e p i c t e d  i n  Ta b l e  2 , r e g i o n a l  c o m p a r i s o n s  i n d i c a t e  t h a t  t h e  u n e m p l oy m e n t  r a t e  i n  O m a h e ke  h a s  b e e n 
d e c l i n i n g  a n d  i s  c u r re n t l y  e s t i m a t e d  a t  1 9 %  a n d  9 %  f o r  t h e  b ro a d  a n d  s t r i c t  d e f i n i t i o n  r e s p e c t i v e l y. T h i s 
i s  t h e  l o we s t  r a t e  o f  u n e m p l oy m e n t  r a t e  i n  N a m i b i a  -  m u c h  l o we r  t h a n  t h e  n a t i o n a l  ave r a g e . I n  c o m -
p a r i s o n  t h e  O h a n g we n a  a n d  O m u s a t i  r e g i o n s  h ave  t h e  h i g h e s t  r a t e s  o f  u n e m p l oy m e n t  a t  m o re  t h a n  6 4 % . 
T h i s  i s  f o l l o we d  b y  C a p r i v i  w h e re  j u s t  o ve r  h a l f  o f  t h e  l a b o r  f o rc e  a re  u n e m p l oye d . H o weve r, i t  h a s  t o 
b e  n o t e d  t h a t  t h e  m a j o r i t y  o f  t h o s e  u n e m p l oye d  i n  t h e s e  r e g i o n s  h ave  g i v e n  u p  l o o k i n g  f o r  wo r k  a s  t h e 
r a t e  d ro p s  t o  3 1 % , 1 7 %  a n d  2 8 %  re s p e c t i v e l y  w h e n  o n e  u s e s  t h e  s t r i c t  d e f i n i t i o n .  R e g i o n a l  c o m p a r i s o n s 
f u r t h e r  r e ve a l  t h a t  w h i l e  u n e m p l oy m e n t  h a s  g e n e r a l l y  i n c re a s e d  b e t we e n  1 9 9 7  a n d  2 0 0 4 , f i v e  r e g i o n s , 
n a m e l y  H a rd a p , K a r a s , K h o m a s , O m a h e ke , a n d  O s h a n a  h ave  e x p e r i e n c e  a  s u b s t a n t i a l  d e c l i n e  i n  t h e i r 
u n e m p l oy m e n t  r a t e s . A m o n g  t h e s e  r e g i o n s  o n l y  K h o m a s  h a s  e x p e r i e n c e d  a  r e d u c t i o n  o n  b ro a d  d e f i n i -
t i o n  a n d  a n  i n c re a s e  o n  s t r i c t  d e f i n i t i o n . T h e  r e d u c t i o n  i n  H a rd a p , K a r a s , a n d  O s h a n a  r e g i o n s  c o u l d  b e 
a t t r i b u t e d  t o  b o t h  t h e  a b s o r p t i v e  c a p a c i t y  o f  t h e  e c o n o my  a s  we l l  a s  b y  t h e  r e d u c t i o n  i n  t h e  L a b o u r 
Fo rc e  P a r t i c i p a t i o n  R a t e  ( L F P R )  r e s u l t i n g  f ro m  m i g r a t i o n . G i ve  t h a t  t h e  L F P R  i n  K h o m a s  a n d  O m a h e ke 
h a s  i n c re a s e d  t h e  d e c l i n e  i n  u n e m p l oy m e n t  r a t e  s e e m s  t o  b e  e x p l a i n e d  b y  e m p l oy m e n t  o p p o r t u n i t i e s . 

T h e  u n e m p l oy m e n t  r a t e  p e a k s  a t  6 5 %  a n d  4 9 %  i n  t h e  a g e  c a t e g o r y  o f  1 5 - 1 9  f o r  t h e  b ro a d  a n d 
s t r i c t  r e s p e c t i v e l y  a n d  t h e n  d e c l i n e s  g r a d u a l l y. T h i s  i n d i c a t e s  t h a t  u n e m p l oy m e n t  i s  h i g h  a m o n g 
t h e  yo u t h  a n d  e ve n  m o re  s o  a m o n g  f e m a l e s . T h e  m a j o r  c o n t r i b u t i n g  f a c t o r  s e e m s  t o  b e  s c h o o l 
d ro p  o u t , a s  t h e  g r a d e  1 0  s c h o o l  l e av i n g  r a t e  i s  e s t i m a t e d  a t  4 3 %  ( M i n i s t r y  o f  E d u c a t i o n , 2 0 0 3 ) .  

Ta b l e  2  U n e m p l oy m e n t  r a t e  b y  r e g i o n , 1 9 9 7 , 2 0 0 0 , 2 0 0 4

�	 	Refers	to	the	strict	definition	of	unemployment:	those	individuals	�5	years	or	above	without	a	job,	who	are	available	for	work	and	seeking	work.
�	 	The	broad	definition	of	unemployment	refers	to	those	without	work,	available	for	work	but	not	seeking	work.	

S T R I C T
1997 2000 2004 1997 2000 2004

Caprivi 51.3 24.3 51.1 38.1 15.6 27.9
Erongo 29.1 32.6 34.3 19 24.3 25.9
Hardap 37.2 29.8 28.0 22.7 16.3 16.0
Karas 29.0 27.9 26.8 20.1 15.7 21.0
Kavango 40.4 22.8 44.4 22.4 17.4 31.9
Khomas 30.0 27.6 24.2 16.1 20.6 19.9
Kunene 32.6 36.6 40.1 12.5 16.9 21.0
Ohangwena 35.4 58.2 64.2 21.1 26.5 31.3
Omaheke 29.3 25.6 18.9 15.2 13.7 9.1
Omusati 49.4 39.7 64.6 18.7 21.5 17.2
Oshana 38.9 35.4 31.2 19.4 19.8 17.9
Oshikoto 24.6 40.7 35.0 9 16.5 16.1
Otjozondjupa 28.7 30.8 28.8 18.7 24.2 23.7
Namibia 34.5 33.8 36.7 19.5 20.2 21.9

ECONOMIC TRENDS

S o u rc e : T h e  N a m i b i a  L a b o r  Fo rc e  S u r ve y, 1 9 9 7 , 2 0 0 0 , 2 0 0 4

B R O A D 
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Av a i l a b l e  d a t a  s e e m s  t o  i n d i c a t e  t h a t  u n e m p l oy m e n t  h a s  b e e n  i n c re a s i n g  m a r g i n a l l y  o ve r  t h e  ye a r s . A s 
c a n  b e  d e d u c e d  f ro m  Ta b l e  3 , t h i s  s e e m s  t o  b e  a  r e s u l t  o f  s c h o o l  d ro p  o u t . A n  a n a l y s i s  o f  t h e  u n e m -
p l oye d  b y  e d u c a t i o n a l  a t t a i n m e n t  ( Ta b l e  3 )  r e ve a l s  t h a t  u n e m p l oy m e n t  i s  h i g h e r  a m o n g  p e o p l e  w i t h 
l o we r  s k i l l  l e ve l s . U n e m p l oy m e n t  r a t e s  f o r  t h o s e  w i t h  n o  e d u c a t i o n  d e c l i n e d  b e t we e n  1 9 9 7  a n d  2 0 0 0 

b e f o re  i t  i n c re a s e d  t o  3 3 %  i n  2 0 0 4 . T h e  s a m e  t r e n d  a p p l i e s  t o  t h o s e  w i t h  p r i m a r y  e d u c a t i o n . T h i s 

s e e m s  t o  r e p re s e n t  p e r f o r m a n c e  i n  t h e  e d u c a t i o n  s e c t o r  r a t h e r  t h a n  t h e  l a b o u r  s e c t o r. P r i m a r y  n e t 
e n ro l m e n t  r a t e  d e c l i n e d  f ro m  9 5 %  i n  1 9 9 7  t o  a b o u t  9 1 %  i n  2 0 0 0  b e f o re  i t  i n c re a s e d  t o  9 6 %  i n  2 0 0 3 . 
D u r i n g  t h e  s a m e  p e r i o d  g r a d e  5  a n d  g r a d e  7  s u r v i v a l  r a t e s  i n c re a s e d  f ro m  8 7 %  t o  9 4 %  a n d  f ro m  7 6 % 
t o  8 2 %  f o r  1 9 9 7  a n d  2 0 0 0  re s p e c t i v e l y. T h i s  m e a n s  t h a t  t h e  n u m b e r  o f  u n e d u c a t e d  p e o p l e  i s  d e c l i n -
i n g . T h e re f o re , a s  t h e  o ve r a l l  l e ve l  o f  e d u c a t i o n  i n c re a s e s  t h e re  w i l l  b e  a  r e d u c t i o n  i n  u n e m p l oy m e n t 
f o r  t h o s e  w i t h  n o  e d u c a t i o n  w h i l e  u n e m p l oy m e n t  r a t e s  w i l l  i n c re a s e  f o r  t h o s e  w i t h  l o we r  l e ve l s  o f 
e d u c a t i o n . 

Ta b l e  3  i n d i c a t e s  t h a t  a b o u t  a  q u a r t e r  o f  t h e  u n e m p l oye d  h a s  e i t h e r  p r i m a r y  e d u c a t i o n  ( s t r i c t )  w h i l e 
a b o u t  4 2 %  h ave  s e c o n d a r y  e d u c a t i o n . T h e  u n e m p l oy m e n t  r a t e  f o r  t h o s e  w i t h  g r a d e  1 2  e d u c a t i o n  a n d 
a b o ve  i s  b e l o w  8 % , t h e re b y  s i g n a l i n g  t h a t  u n e m p l oy m e n t  i s  n o t  a  m a j o r  c o n c e r n  f o r  g r a d u a t e s . U n e m -
p l oy m e n t  s t a r t s  d e c l i n i n g  a s  t h e  l e ve l  o f  e d u c a t i o n  i n c re a s e s . T h i s  c o u l d  b e  a  r e s u l t  o f  t h e  t r a i n a b i l i t y 
o f  i n d i v i d u a l s  w i t h  t h i s  l e ve l  o f  e d u c a t i o n . I t  c a n  t h e re f o re  b e  d e d u c e d  t h a t  u n e m p l oy m e n t  i s  r a t h e r 
a  r e s u l t  o f  l a c k  o f  e d u c a t i o n  o r  s h o r t a g e  o f  s k i l l s  a n d  t r a i n i n g  a s  o p p o s e d  t o  l a c k  o f  j o b  p ro s p e c t s . 

Ta b l e  3  U n e m p l oy m e n t  b y  q u a l i f i c a t i o n , 1 9 9 7 , 2 0 0 0

S o u rc e : N a m i b i a L a b o u r Fo rc e S u r ve y 2 0 0 0 , 1 9 9 7 a n d 2 0 0 4N a m i b i a  L a b o u r  Fo rc e  S u r ve y  2 0 0 0 , 1 9 9 7  a n d  2 0 0 4

T h e re  i s  a  s i g n  o f  w a g e  r i g i d i t y  i n  t h e  m a r ke t  w h i c h  s e e m s  t o  s u p p o r t  t h e  t h e o r y  t h a t  b e c a u s e  o f 
h e t e ro g e n e i t y  a m o n g  wo r ke r s  a n d  j o b s , w a g e s  d o  n o t  r e s p o n d  t o  a c c o m m o d a t e  i n c re a s e s  i n  t h e  s u p -
p l y  o f  l a b o r  b o t h  f o r  n o n - s k i l l e d  a n d  s k i l l e d  wo r ke r s . T h i s  i s  r e f l e c t e d  b y  t h e  h i g h  u n e m p l oy m e n t  r a t e 
f o r  p r i m a r y, j u n i o r  a n d  s e n i o r  s e c o n d a r y  g r a d u a t e s . T h e  t a b l e  f u r t h e r  i n d i c a t e s  a n  i n c re a s e  i n  u n e m -
p l oy m e n t  f o r  a l l  t h o s e  w i t h  a n  e d u c a t i o n a l  l e ve l  o f  g r a d e  1 2  c e r t i f i c a t e s  o r  b e l o w  a n d  a  r e l a t i v e l y 
l o w  u n e m p l oy m e n t  r a t e  f o r  t h o s e  w i t h  u n i ve r s i t y  a n d  t e a c h e r s ’  t r a i n i n g . T h i s  c o u l d  b e  a t t r i b u t e d  t o 
a  d e c re a s i n g  n u m b e r  o f  p e o p l e  w h o  h ave  n e ve r  a t t e n d e d  s c h o o l  f ro m  2 6 %  i n  1 9 9 1  t o  1 5 %  i n  2 0 0 1  a n d 
t h e  h i g h  d e m a n d  f o r  t e a c h e r s . F u r t h e r m o re , r e t r e n c h m e n t  m o s t l y  t a r g e t s  l o we r  s k i l l e d  e m p l oye e s , 
w h i c h  m ay  e x p l a i n  t h e  f l u c t u a t i o n s  i n  u n e m p l oy m e n t  f o r  t h o s e  w i t h  n o  e d u c a t i o n . H o weve r, g i v e n  t h e 
u n e m p l oy m e n t  r a t e  o f  a b o u t  4 %  f o r  U n i ve r s i t y  g r a d u a t e s  u n e m p l oy m e n t  s e e m s  t o  b e  m o re  a  q u e s t i o n 
o f  d e m a n d  f o r  s k i l l s . T h i s  i n d i c a t e s  t h a t  a  h i g h e r  l e ve l  o f  e d u c a t i o n  i n c re a s e s  e m p l oy m e n t  o p p o r t u n i -
t i e s . E m p i r i c a l  s t u d i e s  a r g u e  t h a t  U n i ve r s i t y  g r a d u a t e s  a re  m o re  t r a i n a b l e  a n d  t h i s  s e e m s  t o  b e  s u p -
p o r t e d  b y  t h e  d a t a  i n  Ta b l e  3 . N o t i n g  t h a t  u n e m p l oy m e n t  i s  c o n c e n t r a t e d  i n  t h e  l o we r  s k i l l s  l e ve l s , 

S T R I C T B R O A D
Qualification 1997 (%) 2000 (%) 2004 (%) 1997 (%) 2000 (%) 2004 (%)
No Education 13.2 7.8 15.1 28.2 23.1 33.2
Primary Education 20.1 36.2 23.4 38.7 35.8 41.4
Junior Secondary 26.0 28.1 27.6 40.5 41.8 43.2
Senior Secondary 21.7 25.0 21.8 31.1 34.0 31.0
After Grade 12 
Certificate

3.6 4.4 5.0 6.4 7.9 7.3

University 2.2 0.7 4.1 3.3 1.3 4.1

Post Graduate 1.2 3.7 2.7 3.7 4.4 2.7

Teacher training 2.2 0.0 0.9 3.9 0.3 0.9

ECONOMIC TRENDS
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b y  i n c re a s i n g  t h e  n u m b e r  o f  t h o s e  w i t h  h i g h e r  s k i l l s  w h i c h  i n  t u r n  i n c re a s e s  t h e  d e m a n d  f o r  i n d i v i d u a l s 
w i t h  l o we r  s k i l l s  u n e m p l oy m e n t  c a n  b e  r e d u c e d . 

F i g u re  1 1  b e l o w  i n d i c a t e s  a n  i n c re a s i n g  t r e n d  i n  u n e m p l oy m e n t  s i n c e  1 9 9 3  f o r  t h o s e  a c t i v e l y  l o o k i n g 
f o r  wo r k  w h i l e  t h e  n u m b e r  o f  t h o s e  w h o  h ave  g i v e n  u p  l o o k i n g  f o r  wo r k  b u t  a re  s t i l l  av a i l a b l e  i s  f l u c -
t u a t i n g . T h i s  i n d i c a t e s  t h a t  o ve r  o n e  t h i r d  o f  p e o p l e  av a i l a b l e  f o r  wo r k  i n  N a m i b i a  a r e  u n e m p l oye d . 

F i g u re  1 1  U n e m p l oy m e n t  r a t e  1 9 9 3 , 1 9 9 7 , 2 0 0 0 , 2 0 0 4

 

 
C o m p a r i s o n  o f  u n e m p l oy m e n t  b y  g e n d e r  a n d  l o c a t i o n  ( F i g u re  1 2 )  s e e m  t o  i n d i c a t e  t h a t  m o re  wo m e n 
a re  u n e m p l oye d  a n d  t h a t  u n e m p l oy m e n t  i s  m o re  c o m m o n  i n  t h e  u r b a n  a re a s . G i ve n  t h e  av a i l a b i l i t y  o f 
e m p l oy m e n t  o p p o r t u n i t i e s  i n  u r b a n  a re a s , t h i s  d o e s  m a ke  s e n s e  a s  o n e  wo u l d  e x p e c t  m o re  p e o p l e  t o 
b e  a c t i v e l y  l o o k i n g  f o r  wo r k  i n  u r b a n  a re a s . I n  t e r m s  o f  g ro w t h , t h e  g r a p h  i n d i c a t e s  a  m a r g i n a l  i n c re a s e 
i n  u n e m p l oy m e n t  a m o n g  f e m a l e s , m a l e s  a n d  i n  t h e  r u r a l  a r e a  a n d  a  s l i g h t  d e c l i n e  i n  t h e  u r b a n  a re a  b e -
t we e n  1 9 9 3  a n d  2 0 0 4 . O ve r a l l , u n e m p l oy m e n t  s e e m s  t o  h ave  b e e n  i n c re a s i n g  o ve r  t h e  ye a r s . A n  a n a l y s i s 
o f  t h e  e d u c a t i o n a l  p ro f i l e  o f  t h e  u n e m p l oye d  re ve a l s  t h a t  c o m p a re d  t o  m a l e s , f e m a l e  a re  i n  g e n e r a l  l e s s 
e d u c a t e d  w h i l e  t h e  o p p o s i t e  i s  t r u e  f o r  t h e  e m p l oye d . T h i s  s e e m s  t o  i n d i c a t e  t h a t  e d u c a t e d  wo m e n  h ave 
m o re  c h a n c e s  o f  b e i n g  e m p l oye d  a s  c o m p a re d  t o  m e n  w h i l e  t h e  o p p o s i t e  i s  t r u e  a s  u n e d u c a t e d  wo m e n 
h ave  f ewe r  c h a n c e s  o f  b e i n g  e m p l oye d . 

F i g u re  1 2  U n e m p l oy m e n t  r a t e  b y  l o c a t i o n  a n d  G e n d e r 

Broad definition of unemployment
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S o u rc e : T h e  N a m i b i a  L a b o r  Fo rc e  S u r ve y, 2 0 0 4

ECONOMIC TRENDS

S o u rc e : N a m i b i a L a b o u r Fo rc e S u r ve y 1 9 9 7 a n d 2 0 0 0 , 2 0 0 4N a m i b i a  L a b o u r  Fo rc e  S u r ve y  1 9 9 7  a n d  2 0 0 0 , 2 0 0 4
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Ta b l e  4  i n d i c a t e s  t h a t  t h e  a g r i c u l t u r a l  s e c t o r  c o n t i n u e s  t o  b e  t h e  m a i n  e m p l oye r  i n  N a m i b i a . H o weve r, 
i t s  p ro m i n e n c e  h a s  b e e n  d e c l i n i n g  f ro m  a b o u t  3 7 %  o f  t h e  e m p l oye d  p o p u l a t i o n  i n  1 9 9 7  t o  a b o u t  2 7 % 
i n  2 0 0 4 . S h e r b o u r n e  e t  a l  ( 2 0 0 3 )  o b s e r ve d  t h e  s a m e  t r e n d  a r g u i n g  t h a t  e m p l oy m e n t  w i t h i n  t h e  a g r i c u l -
t u r a l  s e c t o r  d e c l i n e d  b y  t wo - t h i r d s  b e t we e n  1 9 9 1  a n d  2 0 0 1 . T h e  m e s s a g e  f ro m  t h e  t a b l e  s e e m s  t o  b e 
t h a t  a g r i c u l t u re  i s  s l o w l y  b e c o m i n g  l e s s  i m p o r t a n t  i n  t h e  p ro v i s i o n  o f  e m p l oy m e n t . T h e  wo r r y i n g  f a c -
t o r  i s  t h a t  e m p l oy m e n t  g ro w t h  i n  o t h e r  s e c t o r s  h a s  b e e n  s l o w  re s u l t i n g  i n  s t a g n a t i o n  i n  e m p l oy m e n t 
o p p o r t u n i t i e s . E m p l oy m e n t  i n  t h e  m i n i n g  s e c t o r  s e e m s  t o  b e  l i m i t e d  a s  t h e  i n d u s t r y  i s  m o re  c a p i t a l 
i n t e n s i v e , p ro n e  t o  e x t e r n a l  s h o c k s  a n d  a l r e a d y  s a t u r a t e d . D i ve r s i f i c a t i o n  o f  t h e  e c o n o my  s e e m s  t o  b e 
s l o w  w i t h  W h o l e s a l e , R e t a i l  Tr a d e  a n d  R e p a i r  t h e  o n l y  s e c t o r  w h i c h  r e g i s t e re d  i n c re a s e s  i n  e m p l oy -
m e n t . E m p l oy m e n t  i n  t h e  m a n u f a c t u r i n g  s e c t o r  h a s  d e c l i n e d  s l i g h t l y  f ro m  7 %  i n  1 9 9 7  t o  a b o u t  5 %  i n 
2 0 0 0  b e f o re  p i c k i n g  u p  i n  2 0 0 4 . T h e  i n d i c a t i o n  s e e m s  t o  b e  t h a t  e ve n  t h o u g h  N a m i b i a  e x p e r i e n c e d  p o s i -
t i v e  e c o n o m i c  g ro w t h  o ve r  t h e  l a s t  e l e ve n  ye a r s , i t  h a s  n o t  b e e n  t r a n s l a t e d  i n t o  i n c re a s e d  e m p l oy m e n t 
o p p o r t u n i t i e s . 

Ta b l e  4  E m p l oy m e n t  b y  i n d u s t r y  ( p e r  c e n t  o f  t o t a l  wo r k f o rc e )

S o u rc e : M i n i s t r y  o f  L a b o r, L a b o r  Fo rc e  s u r ve y  1 9 9 7 , 2 0 0 0 , 2 0 0 4

E c o n o m i c  t h e o r y  a s s u m e s  t h a t  t h e  l e ve l  o f  e m p l oy m e n t  d e p e n d s  o n  b o t h  s h o r t - t e r m  a n d  l o n g  t e r m 
p r i c e  e x p e c t a t i o n s , i . e . t h e  p r i c e  t h a t  a  m a n u f a c t u re r  wo u l d  e x p e c t  f o r  h i s / h e r  p ro d u c t s  a n d  t h e  r e t u r n 
h e  wo u l d  e x p e c t  f o r  h i s  i n ve s t m e n t . T h i s  s e e m s  t o  s u g g e s t  t h a t  e m p l oy m e n t  wo u l d  b e  d e t e r m i n e d  b y 
t h e  p re v a i l i n g  c o n f i d e n c e  i n  t h e  b u s i n e s s  c l i m a t e , w h i c h  wo u l d  t h e n  i n d u c e  d e m a n d  f o r  l a b o r  i n  t h e 
m a r ke t . Fo l l o w i n g  t h i s  a r g u m e n t , u n e m p l oy m e n t  c o u l d  b e  r e g a rd e d  t o  b e  a  r e s u l t  o f  l a c k  o f  d e m a n d 
f o r  g o o d s  a n d  s e r v i c e s  a n d  h e n c e  i n s u f f i c i e n t  d e m a n d  f o r  l a b o r. U n e m p l oy m e n t  f u r t h e r  d e p e n d s  o n  t h e 
p ro d u c t i o n  b a s e  o f  t h e  e c o n o my, t h e  c a p a c i t y  o f  t h e  c o m p a n i e s  t o  i m p ro ve  o r  e x p a n d  t h e i r  p ro d u c -
t i o n . A s  i t  i s  o f t e n  a r g u e d , t h e  we a l t h  o f  t h e  n a t i o n  d e p e n d s  o n  t h e  c a p a c i t y  o f  i t s  p e o p l e  t o  p ro d u c e , 
t o  i n ve n t  a n d  t o  o r g a n i z e . H o weve r, i n  N a m i b i a  u n e m p l oy m e n t  s e e m s  t o  b e  a  r e s u l t  o f  l a c k  o f  s k i l l s  a s 
o p p o s e d  t o  l a c k  o f  d e m a n d  f o r  l a b o r.

T h e  l a b o r  m a r ke t  i s  a s s u m e d  t o  b e  a  c o m p e t i t i v e  m a r ke t  w i t h  t h e  d e m a n d  a n d  s u p p l y  o f  l a b o r  r e a c t i n g 
t o  c h a n g e s  i n  p r i c e s  a n d  w a g e s . E c o n o m i c  t h e o r y  a s s u m e  t h a t  b a s e d  o n  t h e  r a t e  o f  u n e m p l oy m e n t , t h e 
u n e m p l oye d  wo u l d  b i d  t h e  w a g e  d o w n  u n t i l  t h e  s u p p l y  o f  l a b o r  e q u a l s  l a b o r  d e m a n d e d . T h i s  a s s u m e s  a 
p e r f e c t  m a r ke t . H o weve r, g i v e n  t h a t  h e t e ro g e n e i t y  a m o n g  wo r ke r s  a n d  j o b s  i s  a n  e s s e n t i a l  f a c t o r  o f  t h e 
l a b o r  m a r ke t , t h e  m a r ke t  m ay  n o t  n e c e s s a r i l y  c l e a r. T h u s , a s  a  r e s u l t  r e a l  w a g e s  i s  u n re s p o n s i v e  t o  d e -
m a n d  c h a n g e s  t h e re b y  c re a t i n g  u n e m p l oy m e n t . O t h e r  r e a s o n s  w hy  f i r m s  m ay  n o t  a d j u s t  w a g e s  t o  r e f l e c t 
t h e  s u p p l y  o f  l a b o r  i s  t h a t  f i r m s  w h o  p ay  m o re  t h a n  t h e  m a r ke t  c l e a r i n g  w a g e  t h e i r  j o b s  a re  v a l u e d  a n d 
a s  s u c h  wo r ke r s  w i l l  e xe r t  m o re  e f f o r t s , w h i c h  f u r t h e r  r a i s e s  t h e  ave r a g e  a b i l i t y  o f  t h e  wo r ke r s  t h e y 
h i r e . F u r t h e r m o re , h i g h  w a g e  c a n  b u i l d  l o y a l t y  a m o n g  wo r ke r s . 

2000 2004
Agriculture 37 29 27
Manufacturing 7 5 6
Construction 5 5 5
Wholesale, Retail Trade, Repair 8 9 14
Real Estate, Renting, and Business Activities 5 9 2.4
Public Administration, Defence & Social Security 6 6 8
Education 6 7 8
Other community, Social and Personal services 6 11 3.3
Private household with employed persons 7 5 6.2
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4.8 Poverty
Po ve r t y  a n d  i n e q u a l i t y  h ave  a l w ay s  b e e n  re f e r re d  t o  a s  o n e  t h o u g h  t h e re  i s  a  s l i g h t  d i f f e r e n c e  b e -
t we e n  t h e  t wo . I n e q u a l i t y  c a n  l e a d  t o  i n e f f i c i e n t  a l l o c a t i o n  o f  r e s o u rc e s  t h e re b y  e x a c e r b a t i n g  t h e 
l e ve l  o f  p o ve r t y  i n  t h e  c o u n t r y. T h u s , i n e q u a l i t y  c a n  b e  r e f e r re d  t o  a s  a n  i n d i r e c t  c a u s e  o f  p o ve r t y. 
R e d u c i n g  i n e q u a l i t y  w i l l  l e a d  t o  a  r e d u c t i o n  i n  p o ve r t y, h o weve r  t h i s  r a t i o  n e ve r  r e a c h e s  z e ro . I n 
o rd e r  t o  e f f e c t i v e l y  r e d u c e  a n d  e ve n t u a l l y  e r a d i c a t e  p o ve r t y, t h e  i d e n t i f i c a t i o n  o f  t h e  p o o r  h a s  t o  b e 
c o r re c t . T h i s  i s  e s s e n t i a l  t o  f a c i l i t a t e  t h e  p ro c e s s  o f  t a r g e t i n g  t h e  p o o r. 

O f f i c i a l  s t a t i s t i c s  r e ve a l  t h a t  t h e re  i s  p ro g re s s  w i t h  r e g a rd  t o  t h e  e f f o r t  t o  r e d u c e  p o ve r t y. D e f i n -
i n g  t h e  p o o r  a s  t h o s e  s p e n d i n g  m o re  t h a n  6 0 %  o f  t h e i r  i n c o m e  o n  f o o d  Ta b l e  5  i n d i c a t e s  t h a t  a b o u t 
2 4 %  o f  t h e  h o u s e h o l d s  i n  N a m i b i a  a r e  p o o r, a  r e d u c t i o n  o f  1 4 %  f ro m  3 8 %  i n  1 9 9 3 . T h i s  i n d i c a t e s  t h a t 
N D P I I  t a r g e t  o f  r e d u c i n g  t h e  p ro p o r t i o n  o f  p o o r  h o u s e h o l d s  b y  1 0 %  b y  2 0 0 6  h a s  b e e n  e x c e e d e d . I f 
o n e  c o n s i d e r s  s e ve re l y  p o o r  h o u s e h o l d  b e i n g  t h o s e  w h o s e  f o o d  c o n s u m p t i o n  m a d e  u p  8 0 %  o r  m o re 
o f  t h e i r  i n c o m e , t h e  t a b l e  r e ve a l s  t h a t  t h e  t a r g e t  o f  r e d u c i n g  t h e  p ro p o r t i o n  o f  s e ve re l y  p o o r  h o u s e -
h o l d s  b y  5 %  b y  2 0 0 6  h a s  b e e n  m e t . H o weve r, p o ve r t y  l e ve l  i n  t h e  r u r a l  a r e a  i s  s t i l l  h i g h  a t  4 2 % . T h i s 
f i g u re  d e c l i n e d  b y  a b o u t  7 %  f ro m  4 9 %  i n  1 9 9 3 / 9 4  c o m p a re d  t o  a  r e d u c t i o n  o f  1 0 %  i n  u r b a n  a re a  f ro m 
1 7 %  i n  1 9 9 3 / 9 4  t o  7 %  i n  2 0 0 3 / 0 4 . W h i l e  t h e  n u m b e r  o f  s e ve re l y  p o o r  h o u s e h o l d s  i n  t h e  r u r a l  a r e a 
d e c l i n e d  b y  6 % , t h e re  i s  h a rd l y  a ny  c h a n g e  i n  t h e  n u m b e r  o f  r e l a t i v e l y  p o o r  h o u s e h o l d s  w h i c h  c u r-
r e n t l y  s i t s  a t  3 6 %  ve r s u s  3 7 %  i n  1 9 9 3 / 9 4 . T h i s  s e e m  t o  i n d i c a t e  t h a t  e c o n o m i c  g ro w t h  e x p e r i e n c e d 
o ve r  t h e  l a s t  t e n  ye a r s  d i d  n o t  b e n e f i t  t h e  r u r a l  a r e a , t h e re b y  c o n f i r m i n g  t h e  n o t i o n  t h a t  e c o n o m i c 
g ro w t h  c a n  m e s m e r i z e  p o l i c y  m a ke r s  i f  t h e  o r i g i n  a n d  d i s t r i b u t i o n  o f  t h a t  g ro w t h  i s  n o t  a d e q u a t e l y 
a n a l y z e d . T h e re f o re , w h i l e  a t  t h e  a g g re g a t e  l e ve l  t h e  p o ve r t y  t a r g e t  o f  N D P I I  h a s  b e e n  a c h i e ve d , p ro g -
re s s  h a s  b e e n  ve r y  s l o w  i n  t h e  r u r a l  a r e a s . G i ve n  t h a t  p o ve r t y  i s  m o re  p re v a l e n t  i n  t h e  r u r a l  a r e a s , 
t h i s  s e e m  t o  i n d i c a t e  t h a t  t h e  c o u n t r y  h a s  b e e n  u n a b l e  t o  a d e q u a t e l y  c o ve r t  i t s  g ro w t h  i n t o  p o ve r t y 
r e d u c t i o n . 

P ro g re s s  h a s  a l s o  b e e n  re g i s t e re d  o n  i n c o m e  re d i s t r i b u t i o n  w i t h  a  r e d u c t i o n  i n  t h e  G i n i  C o e f f i c i e n t 
b y  0 . 1 % . T h o u g h  t h e  2 0 0 6  t a r g e t  o f  r e d u c i n g  G i n i - C o e f f i c i e n t  t o  l e s s  t h a n  0 . 6  h a s  n o t  b e e n  m e t , t h e 
p ro g re s s  i s  g o o d . F u r t h e r m o re , t h e  d a t a  s h o w s  t h a t  t h e re  h a s  a l s o  b e e n  a  p o s i t i v e  c h a n g e  i n  t h e 
d i s t r i b u t i o n  o f  i n c o m e  w i t h  9 0 %  o f  t h e  h o u s e h o l d s  w i t h  t h e  l o we s t  a d j u s t e d  p e r  c a p i t a  i n c o m e  n o w 
a c c o u n t i n g  f o r  5 4 %  o f  t o t a l  i n c o m e  u p  f ro m  4 8 %  i n  1 9 9 3 , w h i l e  t h e  r e m a i n i n g  1 0 %  o f  t h e  h o u s e h o l d s 
a c c o u n t s  f o r  a b o u t  4 6 % . T h i s  r e p re s e n t s  a n  i n c re a s e  a n d  a  d e c l i n e  o f  6 %  re s p e c t i v e l y. 

T h e  r e d u c t i o n  b o t h  i n  t e r m s  o f  p o ve r t y  a n d  i n e q u a l i t y  c o u p l e d  w i t h  r e l a t i v e l y  g o o d  e c o n o m i c  p e r-
f o r m a n c e  o f  a b o u t  4 %  o ve r  t h e  t e n  ye a r  p e r i o d  c o u l d  i n d i c a t e  g o o d  e c o n o m i c  p o l i c i e s . H o weve r, t h i s 
d e p e n d s  o n  t h e  g ro w t h  s t r u c t u re . T h e  g ro w t h  r a t e  e x p e r i e n c e d  d u r i n g  t h i s  p e r i o d  s e e m s  t o  b e  l a r g e l y 
a c c o u n t e d  f o r  b y  t h e  t e r t i a r y  s e c t o r  r e g i s t e r i n g  a n  ave r a g e  g ro w t h  o f  5 %  c o m p a re d  t o  3 %  o f  b o t h 
p r i m a r y  a n d  s e c o n d a r y  s e c t o r. I f  o n e  a s s u m e s  t h a t  l a b o r  i n t e n s i v e  p ro j e c t s  u s e  t h e  a s s e t s  p o s s e s s e d 
b y  t h e  p o o r, a g r i c u l t u re  a n d  m a n u f a c t u r i n g  t o  b e  t h e  s e c t o r  w h e re  t h e  p o o r  wo r k  a n d  p o o r  i s o l a t e d 
a re a s  t o  b e  a re a s  w h e re  t h e  p o o r  l i v e , t h e n  i t  s e e m s  a s  i f  t h e  g ro w t h  h a s  n o t  r e a l l y  b e e n  p ro - p o o r. 
H o weve r, w h i l e  a t  t h e  a g g re g a t e  l e ve l  u n e m p l oy m e n t  h a s  i n c re a s e d  m a r g i n a l l y, r e g i o n a l  u n e m p l oy -
m e n t  r a t e  i n d i c a t e s  t h a t  s o m e  re g i o n s  h ave  e x p e r i e n c e d  a  s u b s t a n t i a l  d e c l i n e , n a m e l y  H a rd a p , K a r a s , 
K h o m a s , O m a h e ke , a n d  O s h a n a . Po ve r t y  l e ve l  i n  t h e s e  r e g i o n s  h a s  a l s o  d e c l i n e d . T h e re f o re , a s s u m i n g 
a  p o s i t i v e  r e l a t i o n s h i p  b e t we e n  u n e m p l oy m e n t  a n d  p o ve r t y, t h i s  m i g h t  p a r t l y  e x p l a i n  t h e  d e c l i n e  i n 
p o ve r t y  l e ve l s . 

T h e  N a m i b i a  I n f o r m a l  E c o n o my  S u r ve y  ( N I E S )  o f  2 0 0 1  i n d i c a t e s  t h a t  a b o u t  a  q u a r t e r  o f  t h e  l a b o r 
f o rc e  i s  e m p l oye d  i n  t h e  i n f o r m a l  m a r ke t . T h i s  r e p re s e n t s  a b o u t  3 1 %  o f  t h e  e m p l oye d . W h i l e  l a c k  o f 
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d a t a  p ro h i b i t s  g ro w t h  a n a l y s i s , t h e  i n f o r m a l  s e c t o r  i s  c o n s i d e re d  a s  o n e  o f  t h e  f a s t e s t  g ro w i n g  s e c -
t o r  i n  N a m i b i a . E m p l oy m e n t  c o n c e n t r a t i o n  s h o w s  t h a t  t h e  m a j o r i t y  ( 6 2 % )  a re  i n  r u r a l  a r e a s  w h i l e  t h e 
s m a l l - s c a l e  s e r v i c e  s e c t o r  a c c o u n t s  f o r  t h e  m o s t  n u m b e r  o f  j o b s  ( 5 3 % ) . T h e  d e c l i n e  i n  p o ve r t y  c o u l d  b e 
e x p l a i n e d  b y  o p p o r t u n i t i e s  f o r  i n c o m e  g e n e r a t i n g  a c t i v i t i e s  p a r t i c u l a r l y  i n  t h e  i n f o r m a l  s e c t o r  d u r i n g 
t h e  p e r i o d  u n d e r  s t u d y. W h i l e  t h e  m u s h ro o m i n g  o f  t h e  i n f o r m a l  s e c t o r  m i g h t  h ave  p ro v i d e d  a  s o u rc e 
o f  i n c o m e , t h e  s u s t a i n a b i l i t y  a n d  g ro w t h  i n  t e r m s  o f  b u s i n e s s  r e t e n t i o n  a n d  e x p a n s i o n  w i l l  d e p e n d  o n 
s o u n d  e c o n o m i c  p o l i c i e s . T h u s , i t  w i l l  b e  d i f f i c u l t  f o r  g o ve r n m e n t  t o  s u s t a i n  t h e  s a m e  p ro g re s s  o n  p o v -
e r t y  r e d u c t i o n . 

Ta b l e  5  Po ve r t y  a n d  i n e q u a l i t y  o ve r  t e n  ye a r  p e r i o d

S o u rc e : C e n t r a l  B u re a u  o f  S t a t i s t i c s

A P C I : A d j u s t e d  p e r  c a p i t a  i n c o m e

W h i l e  i t  i s  a c k n o w l e d g e d  t h a t  e c o n o m i c  g ro w t h  w i l l  i n  t h e  l o n g  r u n  c o n t r i b u t e  t o  p o ve r t y  r e d u c t i o n , 
i t  i s  n o w  w i d e l y  a c c e p t e d  t h a t  t h e  t r i c k l e - d o w n  e f f e c t  i s  n o t  e f f e c t i v e  a n d  h a s  n o t  wo r ke d  i n  t h e  N a -
m i b i a n  c a s e . G ro w t h  i s  d e s c r i b e d  b y  a g g re g a t e  m e a s u re s  s u c h  a s  G D P  o r  G N P  w h i c h  i s  d e r i v e d  f ro m 
s e c t o r s  d r i v i n g  t h e  e c o n o my  s u c h  a s  t h e  m i n i n g  s e c t o r  i n  t h e  N a m i b i a n  c a s e . E c o n o m i c  g ro w t h  n e e d s 
t o  r e s u l t  f ro m  a n  i n c re a s e  i n  t h e  p ro d u c t i o n  b a s e  o f  t h e  e c o n o my  w h i c h  w i l l  f u r t h e r  l e a d  t o  d e m a n d 
f o r  l a b o u r  t h e re b y  l e a d i n g  t o  j o b  c re a t i o n  a n d  p o ve r t y  r e d u c t i o n . B u t  a s  l o n g  a s  t h i s  l i n k a g e  i s  n o t 
e x i s t e n t  g ro w t h  a l o n e  w i l l  n o t  r e s u l t  i n  p o ve r t y  r e d u c t i o n . T h e re f o re , i n  o rd e r  t o  e f f e c t  p o ve r t y  r e -
d u c t i o n  t h e  f o c u s  s h o u l d  b e  o n  p ro - p o o r  g ro w t h . P ro - p o o r  g ro w t h  wo u l d  h ave  a  d i r e c t  i m p a c t  o n 
t h e  p o o r  a n d  ve r y  p o o r  t h ro u g h  e m p l oy m e n t  c re a t i o n  a s  t h e  p r i m a r y  p a t h  o u t  o f  p o ve r t y  i s  t h ro u g h 
i n c re a s i n g  t h e  n u m b e r  o f  j o b s  c re a t e d  p e r  ye a r. T h u s , t h e  b e s t  a n d  m o s t  e f f e c t i v e  w ay  t o  r e d u c e  p o v -
e r t y  i n  t h e  l o n g  r u n  i s  t h e  c re a t i o n  o f  i n c o m e - p ro d u c i n g  c a p a b i l i t i e s  t h ro u g h  e d u c a t i o n  o r  r e t r a i n -
i n g  p ro g r a m s  re s u l t i n g  i n  t h e  p o s s e s s i o n  o f  s k i l l s  o r  i n d i v i d u a l s ’  a b i l i t y  t o  g a i n  r e s o u rc e s  o ve r  t i m e .  
                                                                                

NO HH 1993/94 2003/04 2006 TARGET REDUCTION TARGET MET
Poor 38 24 28 24 

Severe poor 9 4 4 5 

INCOME DISTRIBUTION (LOWEST AND HIGHEST APCI)

Gini-Coefficient 0.7 0.6 Less than 0.6 0.1 

10% highest APCI 52 54 - + 2 -

90% lowest APCI 48 46 - 2 -

ECONOMIC TRENDS



 U N D P  E C O N O M I C  R E V I E W

27

 U N D P  E C O N O M I C  R E V I E W  U N D P  E C O N O M I C  R E V I E W 2 0 0 7

ECONOMIC TRENDS

Tourism is one of the sectors that has the ability to reduce both unemployment and poverty. However, tourism is often viewed as 
a product that has nothing to do with the poor. While this might be true in terms of consumption, the poor can benefit a lot from 
the fallout of tourism activities. Thus, a well designed and targeted tourism industry can have a great impact on income generation 
for the poor thereby reducing poverty. It is often argued that growth is pro-poor if it uses the assets that the poor own (unskilled 
labor), favors the sectors where the poor work (agriculture, small-scale service sector) and occurs in areas where the poor live 
(isolated rural areas). Often niche tourism seems to be more pro-poor compared to mass tourism. While tourism is not a panacea 
for economic development it does have some advantages over other sectors for delivering pro-poor growth. However, it should 
be noted that as tourism operates in a market economy it is subjected to international market forces as new markets emerge and 
others decline especially in those countries that offer undifferentiated products.

Communal area tourism is one of the tourism products being offered to tourists. Though this provides employment to the com-
munity, there seems to be limited knowledge on the contribution that tourism in communal areas makes to the national economy. 
Therefore, there is limited knowledge on the ability of tourism and the pace/ rate at which it can reduce poverty. With focused 
and targeted strategies communal tourism can impact significantly to the development of the country through job creation to the 
majority of unemployed Namibian namely women and young people. Furthermore, tourism can provide opportunities to diversify 
the economy. However, to realize tourism benefits road infrastructure investments are essential. For tourism to be viewed as a 
mechanism for delivering on poverty reduction a linkage between tourism and poverty reduction needs to be established.

B OX  C  To u r i s m  a n d  Po ve r t y
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4.9 Progress towards the millennium develoPment 
goals

O n  ave r a g e  p ro g re s s  o n  t h e  M D G s  h a s  b e e n  g o o d . A t  t h e  a g g re g a t e d  l e ve l  p ro g re s s  o n  a c c e s s  t o  e d u c a -
t i o n  h a s  b e e n  ve r y  g o o d  ( 9 5 . 7 %  n e t  p r i m a r y  e n ro l l m e n t  r a t e ) , m a r g i n a l l y  s u r p a s s i n g  t h e  2 0 0 6  t a r g e t . 
H o weve r, a c c e s s  t o  q u a l i t y  e d u c a t i o n  r e m a i n s  a  c o n c e r n  e s p e c i a l l y  f o r  t h e  p re v i o u s l y  m a r g i n a l i z e d 
c o m m u n i t i e s  o f  t h e  H i m b a  a n d  t h e  S a n . T h e  i n t ro d u c t i o n s  o f  M o b i l e  s c h o o l s  h a s  i n c re a s e d  a c c e s s  b u t 
s c h o o l  d ro p - o u t s  i n  t h e s e  c o m m u n i t i e s  a n d  i n  m o b i l e  s c h o o l s  a r e  r e l a t i v e l y  h i g h  c o m p a re d  t o  c o nve n -
t i o n a l  s c h o o l s , t h e re b y  m a k i n g  s u r v i v a l  a n d  c o m p l e t i o n  a  m a j o r  c o n c e r n . W h i l e  g o o d  p ro g re s s  h a s  b e e n 
a c h i e ve d  t o w a rd s  u n i ve r s a l  a c c e s s , t h e  s a m e  c a n n o t  b e  s a i d  a b o u t  s u r v i v a l  r a t e s  a s  g r a d e  f i v e  s u r v i v a l 
r a t e s  h ave  d e c l i n e d  f ro m  9 5 %  i n  2 0 0 1  t o  9 0 %  i n  2 0 0 2 . T h e  s u r v i v a l  r a t e  i s  a  g r e a t e r  p ro b l e m  a m o n g 
m a l e  l e a r n e r s  ( 8 9 % )  c o m p a re d  t o  f e m a l e  l e a r n e r s  ( 9 1 % ) . O t h e r w i s e , g e n d e r  d i s p a r i t y  i s  n o n - e x i s t e n t 
a t  a l l  l e ve l s  o f  s c h o o l i n g . 

G o o d  p ro g re s s  h a s  a l s o  b e e n  re g i s t e re d  i n  t e r m s  o f  t h e  p ro p o r t i o n  o f  s e a t s  h e l d  b y  wo m e n  i n  t h e 
N a t i o n a l  A s s e m b l y. C u r re n t  e s t i m a t e  p u t  t h e  n u m b e r  o f  s e a t s  h e l d  b y  wo m e n  a t  a b o u t  2 7 %  u p  f ro m 
a  l o w  o f  9 %  i n  1 9 9 2 . T h i s  r e p re s e n t s  a  h u g e  s t r i d e  a n d  m o ve s  N a m i b i a  v e r y  c l o s e  t o  t h e  S A D C  t a r-
g e t  o f  3 0 % .  A  d e c l i n e  i n  t h e  p re v a l e n c e  r a t e  f o r  H I V / A I D S  h a s  b e e n  e x p e r i e n c e d  f o r  t h e  f i r s t  t i m e  i n 
N a m i b i a  i n  2 0 0 4 . H o weve r, i t  i s  s t i l l  d i f f i c u l t  t o  i d e n t i f y  w h e t h e r  t h e  d e c l i n e  c a n  b e  a t t r i b u t e d  t o  t h e 
i m p l e m e n t e d  p o l i c y  o n  H I V / A I D S . P ro g re s s  o n  i n f a n t  m o r t a l i t y  i s  e n c o u r a g i n g  t h o u g h  s l o w  a n d  u n d e r 
t h re a t  b y  t h e  i m p a c t  o f  t h e  H I V / A I D S  p a n d e m i c . Ta b l e  6  b e l o w  i n d i c a t e s  t h a t  N a m i b i a  i s  m a k i n g  g o o d 
p ro g re s s  t o w a rd s  s e ve r a l  M D G s : e r a d i c a t e  e x t re m e  p o ve r t y  a n d  h u n g e r, a c h i e v i n g  u n i ve r s a l  p r i m a r y 
e d u c a t i o n , p ro m o t i n g  g e n d e r  e q u a l i t y  a n d  e m p o we r i n g  wo m e n , i m p ro ve  m a t e r n a l  h e a l t h , a n d  e n s u r i n g 
e n v i ro n m e n t a l  s u s t a i n a b i l i t y. 

ECONOMIC TRENDS
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goal 1992 2005 2006 target
Progress 
towards 

target
1. Eradicate extreme poverty and hunger

Proportion of household living in relative poverty 38% 24 28% Good

Proportion of household living in extreme poverty 9% 5 4% Good

2. Achieve universal primary education

Net primary school enrolment 89% 95% Good

Survival rate for grade 5 75% 90% 95% Good

Literacy rate, 15-24 years 89% 89% 94% Slow

3. Promote gender equality and empower women

Primary education (girls per 100 boys) 102 100 100 Good

Secondary education (girls per 100 boys) 124 113 100 Good

Tertiary education (girls per 100 boys) 162 111 100 Good

Proportion of seats held by women in National Assembly 9% 27% 30% Good

4. Reduce Child mortality

Infant mortality (per 1000 live births) 67 52 36 Slow

Under five mortality (per 1000 live births) 87 71 54 Slow

Proportion of one year old children immunized against measles 63% 72% 80% Good

Underweight among children under five 26% 24% 17% Slow

5. Improve maternal health

Proportion of births attended by trained health personnel 68% 75% 88% Good

Contraceptive prevalence rate 21% 37% 50% Good

6. combat HIV/AIDS, malaria and other diseases

HIV prevalence among 15-19 year old women (2004) 6% 10% 9% Worsening

HIV prevalence among 20-24 year old (2004) 11% 19% 15% Worsening

TB treatment success rate 58% 69% 75% Good

7. Ensure environment sustainability

Proportion of rural household with access to safe drinking water 45% 80% 80% Good

Proportion of rural household with access to basic sanitation 15% 21% 50% Slow

Freehold land 5% 8.5% Slow

Registered conservancies 0% 5% 11% Slow

8. develop a global partnership for development

Per capita oversees development assistance to Namibia (in 130 60 90 Worsening

ECONOMIC TRENDS
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F i g u re  1 3  H I V / A I D S  P re v a l e n c e  r a t e  a m o n g  p re g n a n t  wo m e n  d e p i c t s  t h e  H I V / A I D S  p re v a l e n c e  r a t e 
t r e n d  a m o n g  p re g n a n t  wo m e n  o ve r  t h e  l a s t  1 2  ye a r s . G i ve n  t h e  l a c k  o f  d e t a i l e d  d a t a , t h i s  r a t e  i s 
u s e d  a s  a  p rox y  f o r  t h e  t o t a l  p re v a l e n c e  r a t e . I n  1 9 9 4  t h e  p re v a l e n c e  r a t e  a m o n g  t h e  1 5 - 1 9  a n d  2 0 -
2 4  a g e  c a t e g o r y  w a s  e s t i m a t e d  a t  a b o u t  6 %  a n d  1 1 %  re s p e c t i v e l y. T h i s  r a t e  p e a ke d  t o  1 2 %  i n  2 0 0 0 
f o r  t h e  1 5 - 2 0  a g e  c a t e g o r y  b e f o re  d e c l i n i n g  t o  1 0 %  i n  2 0 0 4 , w h i l e  f o r  t h e  2 0 - 2 4  a g e  c a t e g o r y  r a t e s 
p e a ke d  a t  2 2 %  i n  2 0 0 2  b e f o re  d e c l i n i n g  t o  1 9 %  i n  2 0 0 4 . T h e  t o t a l  H I V / A I D S  p re v a l e n c e  i n  N a m i b i a 
i s  c u r re n t l y  e s t i m a t e d  a t  a b o u t  2 0 %  d e c l i n i n g  f ro m  2 2 %  i n  2 0 0 2 . H I V / A I D S  t h re a t e n s  t h e  g o o d 
p ro g re s s  t h a t  i s  b e i n g  m a d e  o n  m e e t i n g  t h e  n a t i o n a l  a n d  m i l l e n n i u m  g o a l s . H o weve r, t h e  d o w n w a rd 
t r e n d  i s  e n c o u r a g i n g  a n d  e x p e r i e n c e s  e l s ew h e re  ( U g a n d a , B r a z i l  a n d  T h a i l a n d )  h ave  s h o w n  t h a t  t h e 
w a r  a g a i n s t  H I V / A I D S  c a n  b e  wo n . 
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F i g u re  1 3  H I V / A I D S  P re v a l e n c e  r a t e  a m o n g  p re g n a n t  wo m e n

S o u rc e : N a t i o n a l  H I V / A I D S  S e n t i n e l  S u r ve y, 2 0 0 4

A c c e s s  t o  s a f e  w a t e r, e l e c t r i c i t y  a n d  t e l e c o m m u n i c a t i o n  p ro v i d e s  a n  o p p o r t u n i t y  f o r  e m p l oy m e n t 
c re a t i o n , t h e re b y  h av i n g  a  d i r e c t  p o s i t i v e  i m p a c t  o n  p o ve r t y  a s  we l l  a s  o n  h u m a n  d eve l o p m e n t  ( Ta b l e 
7 ) . Fo r  t h i s  r e a s o n , a c c e s s  t o  s e r v i c e s , r e s o u rc e s  a n d  i n f o r m a t i o n  s i g n a l s  a n  i m p ro ve d  l e ve l  o f  d e -
ve l o p m e n t . W h i l e  l a c k  o f  d a t a  m a ke s  i t  d i f f i c u l t  t o  t r a c e  t h e  t r e n d  i n  a c c e s s  t o  b o t h  s e r v i c e s  a n d 
r e s o u rc e s , w h e re  c o m p a r i s o n  i s  p o s s i b l e , a c c e s s  s e e m s  t o  h ave  i m p ro ve d  m a r ke d l y  s i n c e  i n d e p e n -
d e n c e . A c c e s s  i s  v e r y  l i m i t e d  i n  r u r a l  a n d  p o o r  r e g i o n s . O n l y  a b o u t  a  q u a r t e r  o f  t h e  p o p u l a t i o n  i n 
C a p r i v i , K av a n g o  a n d  Ku n e n e  h a s  a c c e s s  t o  t e l e c o m m u n i c a t i o n s . A c c e s s  i s  e ve n  wo r s e  i n  O h a n g we n a , 
O m u s a t i  a n d  O s h i ko t o  w h e re  o n l y  b e t we e n  1 3 %  a n d  1 7 %  h ave  a c c e s s . A c c e s s  t o  e l e c t r i c i t y  f o l l o w s 
t h e  s a m e  p a t t e r n  w i t h  o n l y  2 %  o f  t h e  p o p u l a t i o n  i n  O h a n g we n a  a n d  O m u s a t i  r e s p e c t i v e l y  h av i n g  a c -
c e s s . A c c e s s  i s  e x p e c t e d  t o  i n c re a s e  w i t h  t h e  r e c e n t  i n t ro d u c t i o n  o f  R e g i o n a l  E l e c t r i c i t y  D i s t r i b u -
t i o n  c o m p a n i e s . 
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Ta b l e  7  A c c e s s  t o  s e r v i c e s , 2 0 0 1

ACCESS TO

Safe Water Electricity (Cooking) Secure Tenure Newspaper 
(Daily) Radio Telecommunication

caprivi 86 6 88 14 85 25
erongo 96 67 59 39 89 73
hardap 95 35 60 15 77 58
Karas 94 27 58 19 81 66
Kavango 62 5 91 5 79 24
Khomas 98 66 70 36 83 61
Kunene 73 10 71 3 72 25
ohangwena 78 2 93 8 72 13
omaheke 89 14 62 9 77 40
omusati 83 2 91 10 75 17
oshana 94 11 83 24 84 42
oshikoto 88 9 84 11 79 17
otjozondjupa 94 28 53 15 80 44
namibia 87 25 76 18 80 39

S o u rc e : C e n t r a l  B u re a u  o f  S t a t i s t i c s , 2 0 0 1

4.10 international trade

ECONOMIC TRENDS

F re e  a n d  e q u i t a b l e  t r a d e  c a n  b e  a  p o we r f u l  d r i v e r  o f  e c o n o m i c  g ro w t h  e s p e c i a l l y  i n  s m a l l e r  e c o n o m i e s 
l i ke  N a m i b i a . H o weve r, t h i s  c a n  o n l y  b e  r e a l i z e d  a t  a  l e ve l  p l ay i n g  f i e l d  w i t h  n o  re s t r i c t i o n s  t o  m a r ke t 
a c c e s s  a n d  n o  s h e l t e r i n g  o f  p ro d u c e r s . A b o u t  8 0 %  ( Ta b l e  8 )  o f  N a m i b i a n  e x p o r t s  a re  d e r i v e d  f ro m  t h e 
p r i m a r y  s e c t o r. M i n i n g  a c c o u n t s  f o r  a b o u t  h a l f  o f  t h e  e x p o r t s  w i t h  d i a m o n d  e x p o r t  a c c o u n t i n g  f o r 
a b o u t  o n e  t h i r d  o f  t o t a l  e x p o r t . T h e  v a l u e  o f  n o n - d i a m o n d  m i n i n g  h a s  a l s o  b e e n  i n c re a s i n g  o ve r  t h e  l a s t 
e l e ve n  ye a r s  ave r a g i n g  a ro u n d  1 5 %  o f  t o t a l  e x p o r t . T h e  e x p o r t  o f  m e a t  h a s  b e e n  f l u c t u a t i n g  ave r a g i n g 
a ro u n d  6 % . F i s h  e x p o r t  h a s  b e e n  c o n s t a n t  a c c o u n t i n g  f o r  a b o u t  a  q u a r t e r  o f  t o t a l  e x p o r t . 

N a m i b i a  h a s  n o t  b e e n  a b l e  t o  m e e t  t h e  b e e f  e x p o r t  q u o t a  o f  a b o u t  1 3 0 0 0  t o n s  t o  t h e  E u ro p e a n  U n i o n 
( E U ) . T h e  m a i n  r e a s o n s  f o r  t h i s  s e e m s  t o  b e  b e t t e r  p r i c e s  i n  t h e  S o u t h  A f r i c a n  m a r ke t , m i n i m u m  re -
q u i r e m e n t s  o n  t h e  q u a l i t y  s t a n d a rd  t h a t  c o u l d  n o t  b e  m e t  a n d  m a r ke t  d i v e r s i f i c a t i o n  s t r a t e g i e s . F u r-
t h e r m o re , t h e  E U  h a s  e x p e r i e n c e d  a  r e d u c t i o n  i n  t h e  p r i c e  o f  b e e f . T h u s , d e c l i n i n g  E U  p r i c e s  r e d u c e 
r e t u r n s  o n  b e e f  e x p o r t s  t h e re b y  d e t e r i o r a t i n g  t h e  v a l u e  o f  t h e  p re f e re n t i a l  m a r ke t  a c c e s s . T h e  q u a l i t y 
s t a n d a rd s  i n t ro d u c e d  u n d e r  s t r i c t e r  S a n i t a r y  a n d  P hy t o s a n i t a r y  ( S P S )  m e a s u re s  f u r t h e r  i n c re a s e  t h e 
i n ve s t m e n t  c o s t s  t o  m e a t  p ro d u c e r s . T h e s e  m e a s u re s  i n c l u d e  a  l a b e l i n g  s y s t e m  w h i c h  e n s u re s  t r a c e -
a b i l i t y  o f  a n i m a l s ’  o r i g i n  f ro m  i t s  b i r t h  t o  i t s  s l a u g h t e r  a n d  c u t . 

T h e  c ro p s , v e g e t a b l e s , f r u i t s  a n d  f o re s t r y  p ro d u c t  g ro u p  p e r f o r m e d  ve r y  we l l  w i t h  t h e  e x p o r t  o f  g r a p e s 
s u r p a s s i n g  t h e  e x p o r t  q u o t a . T h o u g h  t h i s  c a t e g o r y  o n l y  a c c o u n t  f o r  a b o u t  2 %  o f  t o t a l  e x p o r t s , i t s  c o n -
t r i b u t i o n  h a s  b e e n  i n c re a s i n g  s i n c e  2 0 0 0 . I m p o r t  t a r i f f s  a r e  g e n e r a l l y  n o  l o n g e r  s e e n  a s  t h e  b i g g e s t 
o b s t a c l e  f o r  m a r ke t  a c c e s s  t o  a g r i c u l t u r a l  p ro d u c t s . R a t h e r, s a n i t a r y  a n d  p hy t o s a n i t a r y  m e a s u re s  a re 
m a k i n g  m a r ke t  a c c e s s  m o re  a n d  m o re  d i f f i c u l t  a s  t e c h n i c a l  b a r r i e r s  t o  t r a d e . T h e  e x p o r t  o f  m a n u f a c t u r-
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ECONOMIC TRENDS4
i n g  b e ve r a g e s  a n d  o t h e r  f o o d  p ro d u c t s  h a s  a l s o  i n c re a s e d  f ro m  a b o u t  4 %  i n  1 9 9 3  t o  a b o u t  7 %  i n  2 0 0 4 . 
O n  ave r a g e  t h i s  p ro d u c t  g ro u p  a c c o u n t s  f o r  a b o u t  6 %  o f  t o t a l  e x p o r t s  o ve r  t h e  l a s t  e l e ve n  ye a r s . 

Ta b l e  8  C o m p o s i t i o n  o f  E x p o r t , %  t o t a l  e x p o r t

Time Live 
animals Metal ores including uranium Diamond Meat Fish

Beverages, 
other food 
products

Crops, Veg-
etables, fruits, 

forestry
Copper

Zinc 
re-

fined

1995 8.49 11.76 34.49 9.08 24.16 3.74 - 4.89 -
1996 8.96 13.75 38.20 9.11 19.49 5.35 - 2.53 -
1997 4.78 14.67 40.46 6.65 22.49 5.17 - 3.15 -
1998 5.39 13.87 31.56 6.80 31.44 6.00 0.68 0.76 -
1999 4.66 14.64 37.94 7.06 27.72 4.01 0.72 0.00 -
2000 2.92 12.99 43.07 5.73 24.80 5.89 0.34 0.63 -
2001 3.03 12.72 39.55 6.53 25.69 6.53 0.56 1.91 -
2002 4.84 12.79 38.96 3.65 23.34 7.13 1.68 1.96 -
2003 3.93 7.69 25.01 4.23 25.71 7.68 2.05 1.31
2004 3.62 9.13 35.70 5.16 23.30 5.60 2.71 1.54
2005 4.14 9.58 31.51 6.31 22.26 5.26 2.21 1.24

I m p o r t s  c o m p o s i t i o n  ( Ta b l e  9 )  i s  d o m i n a t e d  b y  m a c h i n e r y  a n d  e q u i p m e n t , c h e m i c a l  p ro d u c t s  a n d 
t r a n s p o r t  e q u i p m e n t  s y m b o l i z i n g  a  n o n - m a n u f a c t u r i n g  e c o n o my. To g e t h e r  t h e  i m p o r t s  o f  m a c h i n e r y 
a n d  e q u i p m e n t  r e l a t e d  p ro d u c t s  a c c o u n t  f o r  m o re  t h a n  o n e  t h i r d  o f  t h e  t o t a l  i m p o r t s . T h e  c o n s t a n t 
i n c re a s e  i n  t h e  i m p o r t a t i o n  o f  m a c h i n e r y  a n d  e q u i p m e n t  a n d  t r a n s p o r t  e q u i p m e n t  s i g n a l s  i n f r a s t r u c -
t u re  i n ve s t m e n t s  w h i c h  a u g u r  we l l  f o r  e c o n o m i c  g ro w t h  a n d  f o r  t h e  a c h i e ve m e n t  o f  V i s i o n  2 0 3 0 . T h e 
i m p o r t a t i o n  o f  s e r v i c e s  i s  a l s o  s i g n i f i c a n t  t h o u g h  h a s  b e e n  d e c l i n i n g  f ro m  a b o u t  2 5 %  i n  1 9 9 5  t o  a b o u t 
1 1 %  i n  2 0 0 5 . O ve r  t h e  l a s t  e l e ve n  ye a r s  t h e  i m p o r t a t i o n  o f  f o o d  p ro d u c t s  ave r a g e d  a ro u n d  7 % . T h i s  i s 
a  s i g n i f i c a n t  f i g u re  g i v e n  N a m i b i a ’s  c o m p a r a t i v e  a d v a n t a g e  o n  f o o d  p ro d u c t i o n  a n d  t h e  f a c t  t h a t  9 5 % 
o f  t h e  p o p u l a t i o n  s t i l l  e a r n s  t h e i r  l i v i n g  f ro m  a g r i c u l t u re . N a m i b i a  i m p o r t s  m o s t l y  p ro d u c t i o n  i n p u t s , 
i n t e r m e d i a t e  g o o d s , c o n s u m e r  p ro d u c t s  a n d  f o o d  s t u f f s  m a i n l y  f ro m  S o u t h  A f r i c a . 

S o u rc e : C e n t r a l  B u re a u  o f  S t a t i s t i c s , 2 0 0 6

Year
Agriculture and 

forestry products

Chemical 
products, rubber 

and plastic 
products

Electrical 

Fabricated 
metal 

products, 
machinery 

and 

Machinery 
and 

equipment 
n.e.c.

Other 
food 

Refined 

Textiles, 
clothing, 
leather 

and 

Transport Services

1995 3.21 8.24 2.67 3.62 7.83 7.95 6.91 6.04 13.71 24.91
1996 3.16 9.05 2.26 3.34 7.38 8.05 6.76 6.45 13.65 25.09
1997 3.90 9.26 2.74 4.14 7.01 8.72 6.86 6.29 11.20 23.23
1998 3.60 9.02 2.56 4.71 8.02 8.04 5.18 5.94 16.30 23.17
1999 3.10 9.15 2.65 3.38 6.25 7.52 6.29 5.62 18.04 23.62
2000 2.42 9.77 3.43 3.80 7.30 7.37 7.86 5.55 14.37 18.71
2001 1.88 12.75 3.14 5.12 10.06 7.38 10.98 5.33 13.89 15.82
2002 2.72 9.96 3.12 4.70 9.08 5.63 9.14 7.32 11.78 13.90
2003 2.57 9.21 2.56 4.58 8.86 5.91 8.95 7.34 10.84 10.00
2004 2.47 12.04 2.66 3.95 8.41 7.12 9.43 6.62 13.05 13.06
2005 2.26 11.21 3.78 3.86 7.50 8.09 12.16 5.06 15.33 10.83
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N a m i b i a  i s  e s s e n t i a l l y  a  p r i m a r y  g o o d s  e x p o r t e r. I t s  m a i n  e x p o r t  d e s t i n a t i o n  i s  t h e  U K , S p a i n , J a p a n , 
U S A  a n d  S o u t h  A f r i c a . A b o u t  8 0 %  o f  t h e s e  e x p o r t s  a re  a g r i c u l t u r a l  p ro d u c t s . T h e  q u e s t i o n  i s  w h e t h e r 
t h e  C A P  re f o r m  i n vo l v i n g  r e d u c t i o n  i n  t r a d e  r e s t r i c t i o n s  s u c h  a s  t a r i f f s , q u o t a s , t e c h n i c a l  r e g u l a t i o n s 
a s  we l l  a s  s u b s i d i e s  w i l l  b e  b e n e f i c i a l  t o  N a m i b i a . T h i s  d e p e n d s  o n  t h e  c o m p o s i t i o n  o f  t h e  r e f o r m , 
w h e t h e r  i t  e n t a i l s  t a r i f f  r e d u c t i o n , q u o t a  r e d u c t i o n , a n d  a  r e d u c t i o n  o f  s u p p o r t  t o  f a r m e r s  a n d  e x -
p o r t e r s . 

F i r s t l y  a ny  t r a d e  a g re e m e n t  t h a t  wo u l d  r e s t r i c t  p o l i c y  o p t i o n s  f o r  N a m i b i a  i s  n o t  t h e  b e s t  t o  p ro m o t e 
t h e  a c h i e ve m e n t  o f  V 2 0 3 0 . H o weve r, t h i s  i s  a n  E U  u n i l a t e r a l  p o l i c y  t h o u g h  i t  c a n  b e  c h a l l e n g e d  u n d e r 
t h e  Wo r l d  Tr a d e  O r g a n i z a t i o n  ( W TO )  r u l e s . D eve l o p i n g  c o u n t r i e s  i n c l u d i n g  N a m i b i a  n e e d  p o l i c i e s 
t h a t  w i l l  e n a b l e  t h e m  t o  e x p o r t  t h e i r  w ay  o u t  o f  p o ve r t y  g i v e n  t h a t  a b o u t  t wo - t h i r d s  o f  t h e  p o o r 
p e o p l e  l i v e  a n d  wo r k  i n  t h e  a g r i c u l t u re  s e c t o r. L i b e r a l i z a t i o n  o f  t h e  E U ’s  t r a d e  p o l i c i e s , e s p e c i a l l y  t h e 
r e m o v a l  o f  s u b s i d i e s  c o u l d  h ave  p o s i t i v e  d e ve l o p m e n t  e f f e c t s  f o r  d e ve l o p i n g  c o u n t r i e s . F u r t h e r m o re , 
a ny  m a j o r  r e f o r m  o f  t h e  E U  a g r i c u l t u re  a n d  t r a d e  p o l i c e s  w i l l  r e m o ve  d i s t o r t i o n s  i n  t h e  g l o b a l  m a r ke t 
t h e re b y  e n a b l i n g  d e ve l o p i n g  c o u n t r i e s  t o  e x p l o i t  t h e i r  c o m p a r a t i v e  a d v a n t a g e s  i n  a g r i c u l t u re  w h i c h 
i s  o n e  o f  t h e  m o s t  l a b o u r  i n t e n s i v e  i n d u s t r i e s . 

W h i l e  t h e  r e f o r m  i s  g e n e r a l l y  g o o d  f o r  d e ve l o p i n g  c o u n t r i e s , i t  m e a n s  c o m p e t i t i o n  f o r  N a m i b i a n 
p ro d u c t s . T h e  q u e s t i o n  i s  h o w  N a m i b i a  r e s p o n d s  t o  t h e  c h a n g e s . G i ve n  t h a t  N a m i b i a  h a s  b e e n  e x p o r t -
i n g  t o  t h e  E U  i t  m ay  b e  i d e a l l y  t o  m a i n t a i n  a n d  s e c u re  t h e  n ew  e x p o r t  o p p o r t u n i t i e s  w h i l e  m i n i m i z i n g 
t h e  n e g a t i v e  i m p a c t s  o f  t h e  r e f o r m . T h u s  i t  i s  i m p o r t a n t  f o r  N a m i b i a  t o  m a i n t a i n  i t s  m a r ke t  a c c e s s 
w i t h i n  t h e  E U . I t  i s  e q u a l l y  i m p o r t a n t  f o r  N a m i b i a  t o  e xe r t  a l l  p o s s i b l e  ave n u e s  t o  f u l f i l l  i t s  q u o t a s . 
T h i s  i s  e s s e n t i a l  a s  i t  s e r ve s  t o  d e m o n s t r a t e  t h e  a b i l i t y  t o  s u s t a i n  s u p p l i e r s  o ve r  t i m e . H o weve r, i f 
g o o d  e x p o r t  p r i c e s  c o u l d  b e  r e c e i ve d  f ro m  re g i o n s  o t h e r  t h a n  t h e  E U  w h o  h ave  l o we r  S P S  s t a n d a rd s , 
t h e re b y  r e q u i r i n g  l o we r  i n ve s t m e n t  i n  S P S  m e a s u re s , h i g h e r  r e t u r n s  c o u l d  b e  o b t a i n e d . T h i s  wo u l d 
m e a n  l o we r  p ro d u c t i o n  c o s t s  a n d  t h u s  i t  i s  b e n e f i c i a l  f o r  N a m i b i a  t o  e x p l o re  p o s s i b l e  n ew  a l t e r n a -
t i v e  m a r ke t s . 

B ox  D  I m p o r t  s u b s t i t u t i o n

ECONOMIC TRENDS

i n g  b e ve r a g e s  a n d  o t h e r  f o o d  p ro d u c t s  h a s  a l s o  i n c re a s e d  f ro m  a b o u t  4 %  i n  1 9 9 3  t o  a b o u t  7 %  i n  2 0 0 4 . 
O n  ave r a g e  t h i s  p ro d u c t  g ro u p  a c c o u n t s  f o r  a b o u t  6 %  o f  t o t a l  e x p o r t s  o ve r  t h e  l a s t  e l e ve n  ye a r s . 

Ta b l e  8  C o m p o s i t i o n  o f  E x p o r t , %  t o t a l  e x p o r t

Time Live 
animals Metal ores including uranium Diamond Meat Fish

Beverages, 
other food 
products

Crops, Veg-
etables, fruits, 

forestry
Copper

Zinc 
re-

fined

1995 8.49 11.76 34.49 9.08 24.16 3.74 - 4.89 -
1996 8.96 13.75 38.20 9.11 19.49 5.35 - 2.53 -
1997 4.78 14.67 40.46 6.65 22.49 5.17 - 3.15 -
1998 5.39 13.87 31.56 6.80 31.44 6.00 0.68 0.76 -
1999 4.66 14.64 37.94 7.06 27.72 4.01 0.72 0.00 -
2000 2.92 12.99 43.07 5.73 24.80 5.89 0.34 0.63 -
2001 3.03 12.72 39.55 6.53 25.69 6.53 0.56 1.91 -
2002 4.84 12.79 38.96 3.65 23.34 7.13 1.68 1.96 -
2003 3.93 7.69 25.01 4.23 25.71 7.68 2.05 1.31
2004 3.62 9.13 35.70 5.16 23.30 5.60 2.71 1.54
2005 4.14 9.58 31.51 6.31 22.26 5.26 2.21 1.24

I m p o r t s  c o m p o s i t i o n  ( Ta b l e  9 )  i s  d o m i n a t e d  b y  m a c h i n e r y  a n d  e q u i p m e n t , c h e m i c a l  p ro d u c t s  a n d 
t r a n s p o r t  e q u i p m e n t  s y m b o l i z i n g  a  n o n - m a n u f a c t u r i n g  e c o n o my. To g e t h e r  t h e  i m p o r t s  o f  m a c h i n e r y 
a n d  e q u i p m e n t  r e l a t e d  p ro d u c t s  a c c o u n t  f o r  m o re  t h a n  o n e  t h i r d  o f  t h e  t o t a l  i m p o r t s . T h e  c o n s t a n t 
i n c re a s e  i n  t h e  i m p o r t a t i o n  o f  m a c h i n e r y  a n d  e q u i p m e n t  a n d  t r a n s p o r t  e q u i p m e n t  s i g n a l s  i n f r a s t r u c -
t u re  i n ve s t m e n t s  w h i c h  a u g u r  we l l  f o r  e c o n o m i c  g ro w t h  a n d  f o r  t h e  a c h i e ve m e n t  o f  V i s i o n  2 0 3 0 . T h e 
i m p o r t a t i o n  o f  s e r v i c e s  i s  a l s o  s i g n i f i c a n t  t h o u g h  h a s  b e e n  d e c l i n i n g  f ro m  a b o u t  2 5 %  i n  1 9 9 5  t o  a b o u t 
1 1 %  i n  2 0 0 5 . O ve r  t h e  l a s t  e l e ve n  ye a r s  t h e  i m p o r t a t i o n  o f  f o o d  p ro d u c t s  ave r a g e d  a ro u n d  7 % . T h i s  i s 
a  s i g n i f i c a n t  f i g u re  g i v e n  N a m i b i a ’s  c o m p a r a t i v e  a d v a n t a g e  o n  f o o d  p ro d u c t i o n  a n d  t h e  f a c t  t h a t  9 5 % 
o f  t h e  p o p u l a t i o n  s t i l l  e a r n s  t h e i r  l i v i n g  f ro m  a g r i c u l t u re . N a m i b i a  i m p o r t s  m o s t l y  p ro d u c t i o n  i n p u t s , 
i n t e r m e d i a t e  g o o d s , c o n s u m e r  p ro d u c t s  a n d  f o o d  s t u f f s  m a i n l y  f ro m  S o u t h  A f r i c a . 

Year
Agriculture and 

forestry products

Chemical 
products, rubber 

and plastic 
products

Electrical 

Fabricated 
metal 

products, 
machinery 

and 

Machinery 
and 

equipment 
n.e.c.

Other 
food 

Refined 

Textiles, 
clothing, 
leather 

and 

Transport Services

1995 3.21 8.24 2.67 3.62 7.83 7.95 6.91 6.04 13.71 24.91
1996 3.16 9.05 2.26 3.34 7.38 8.05 6.76 6.45 13.65 25.09
1997 3.90 9.26 2.74 4.14 7.01 8.72 6.86 6.29 11.20 23.23
1998 3.60 9.02 2.56 4.71 8.02 8.04 5.18 5.94 16.30 23.17
1999 3.10 9.15 2.65 3.38 6.25 7.52 6.29 5.62 18.04 23.62
2000 2.42 9.77 3.43 3.80 7.30 7.37 7.86 5.55 14.37 18.71
2001 1.88 12.75 3.14 5.12 10.06 7.38 10.98 5.33 13.89 15.82
2002 2.72 9.96 3.12 4.70 9.08 5.63 9.14 7.32 11.78 13.90
2003 2.57 9.21 2.56 4.58 8.86 5.91 8.95 7.34 10.84 10.00
2004 2.47 12.04 2.66 3.95 8.41 7.12 9.43 6.62 13.05 13.06
2005 2.26 11.21 3.78 3.86 7.50 8.09 12.16 5.06 15.33 10.83

4.10 can a common agricultural Policy (caP) 
reform be of any benefit to namibia?

It is often argues that the market is the best mechanism for allocating resources and determining investment decisions in nearly 
every case. While this might be true, empirical evidence has indicated that a laissez-faire approach is not the best policy either. 
Because of externalities as well as government failure and market failure none can be defended as the de facto first-best policy. 
The essence of import substitution is that it presents the community with a development opportunity more especially in food 
production. 

Import substitution substitutes externally produced products with locally produced ones and in so doing allows the local commu-
nity to put their money to work within their boundaries. The notion of import substitution was initiated as a strategy to promote 
economic independence and development in developing countries but failed due to inefficiency and globalization. Can this notion 
be an effective strategy to promote national and regional development in Namibia both in terms of employment creation and 
poverty reduction? As argued by Basu (2005), local economies are often described as a “leaky bucket” with the bucket represent-
ing the local regions with money flowing in and out of the bucket. When money earned locally is spent on local products, money 
will circulate within the bucket. Money will flow in when local products are bought by consumers outside the region and flow 
(leak) out when consumers within the region source products and services outside the region. 

The rational for attracting investment into the local economy is that it will create employment as the money generated will circu-
late within the local economy through local spending of such income. This process can be strengthened by linking local demand 
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N a m i b i a  h a s  r u n  a  p e r s i s t e n t  t r a d e  d e f i c i t  o w i n g  t o  f a s t e r  g ro w t h  i n  i m p o r t s  t h a n  i n  e x p o r t s . D e -
s p i t e  t h i s  t r a d e  d e f i c i t , N a m i b i a  h a s  r u n  a  p e r s i s t e n t  c u r re n t  a c c o u n t  s u r p l u s  s i n c e  t h e  e a r l y  2 0 0 0 s 
b e c a u s e  i t  h a s  c o n s i s t e n t l y  r u n  a  s u r p l u s  o n  i t s  t r a n s f e r  p ay m e n t s . I n  t h e  s a m e  p e r i o d , N a m i b i a 
h a s  a l s o  r u n  a  p e r s i s t e n t  c a p i t a l  a c c o u n t  d e f i c i t  o w i n g  t o  n e t  o u t f l o w  i n  p o r t f o l i o  a n d  o t h e r  l o n g 
t e r m  i n ve s t m e n t  d o m i n a t e d  b y  p e n s i o n  f u n d s  a n d  l i f e  a s s u r a n c e . T h i s  t r e n d  w a s  e x p e c t e d  t o  d e c l i n e 
w i t h  t h e  i n t ro d u c t i o n  o f  t h e  N a m i b i a  R e - i n s u r a n c e  C o m p a ny  i n  2 0 0 2  w h i c h  r e q u i r e d  i n s t i t u t i o n s 
t o  r e i n s u re  t h e i r  r i s k  l o c a l l y. H o weve r, t h e  i m p a c t  h a s  n o t  b e e n  a s  e x p e c t e d . T h e  p e r s i s t e n t  c a p i t a l 
a c c o u n t  d e f i c i t  h a s  p a r t l y  o f f s e t  t h e  c u r re n t  a c c o u n t  s u r p l u s , l e a d i n g  t o  a n  o ve r a l l  b a l a n c e  o f  p ay -
m e n t  d e f i c i t  i n  b o t h  2 0 0 3  a n d  2 0 0 4 . 

T h e  c o n s i s t e n t  i n c re a s e  i n  c a p i t a l  o u t f l o w  h a s  p ro m p t e d  g o ve r n m e n t  t o  t h i n k  o f  i n t ro d u c i n g  c a p i t a l 
c o n t ro l s . G e n e r a l l y, t h e  m a i n  c a u s e s  o f  c a p i t a l  f l i g h t  a r e  m a c ro e c o n o m i c  i m b a l a n c e s  a n d  p o l i t i c a l 
i n s t a b i l i t y. T h e s e  a re  i n  t h e  f o r m  o f  l o w  i n t e re s t  r a t e s , h i g h  i n f l a t i o n  r a t e s , h i g h  d e f i c i t s  a n d  t h u s 
h i g h  d e b t s . H o weve r, g i v e n  a  h i g h e r  r e a l  i n t e re s t  r a t e  i n  N a m i b i a  t h a n  i n  S o u t h  A f r i c a , a n d  r e l a -
t i v e l y  m a c ro e c o n o m i c  a n d  p o l i t i c a l  s t a b i l i t y, c a p i t a l  f l i g h t  s e e m s  t o  b e  d e t e r m i n e d  b y  o t h e r  f a c t o r s . 
N a m i b i a  i s  a  m e m b e r  o f  t h e  C M A  w h i c h  i s  o n e  o f  t h e  o l d e s t  m o n e t a r y  u n i o n s  i n  t h e  wo r l d . A m o n g 
o t h e r s , o n e  o f  t h e  r e q u i r e m e n t s  o f  a  m o n e t a r y  u n i o n  i s  f r e e  c a p i t a l  m o b i l i t y  a n d  f u l l  i n t e g r a t i o n 
o f  t h e  f i n a n c i a l  m a r ke t s  o f  t h e  m e m b e r  c o u n t r i e s . T h e re f o re , i n  N a m i b i a , c a p i t a l  f l i g h t  s e e m s  t o  b e 
d e t e r m i n e d  b y  o u r  m e m b e r s h i p  i n  t h e  m o n e t a r y  u n i o n , t h e  a t t e m p t  t o  d i v e r s i f y  r i s k s  a n d  e f f o r t s  t o 
i n c re a s e  r e t u r n s  f o r  t h e  s ave r s . 

ECONOMIC TRENDS
to local supply through the provision of timely and adequate information. Is there potential for Namibia to reduce the importation 
of food products? Community Supported Agricultural Programs can provide a way for food producers to sell their products locally 
thereby reducing the leakage from the bucket. With about 39% of the population below the age of 15 years, Namibia is a youthful 
national and could benefit from domestic trade as a pro-poor strategy. This arises from the proposition that trade is the original 
human activity which underpins all production and innovations. What is required is a good marketing strategy both by producers 
and traders. Competition develops innovative businesses processes and growth of business which can then be exported once they 
have stood the test of local markets. 

On its own, import substitution may not seem beneficial as it is difficult to isolate its contribution to economic development. But 
when combined with poverty and employment creation strategies it can be a beneficiary tool. However, it should be considered 
that in most cases local producers do not take advantage of the economy of scale as such their products may not be cheaper than 
imported products. 

1.1.2 balance of Payment

5
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N a m i b i a  e n j oy s  a  r e l a t i v e l y  s t a b l e  m a c ro e c o n o m i c  e n v i ro n m e n t  w i t h  l o w  a n d  s t a b l e  i n f l a t i o n  a n d 
f avo r a b l e  i n t e re s t  r a t e s . T h i s  r e s u l t s  f ro m  i t s  m e m b e r s h i p  t o  t h e  C M A . T h e  g ro w t h  o f  t h e  N a m i b i a n 
e c o n o my  i s  d o m i n a t e d  b y  t h e  m i n i n g  s e c t o r  w h i c h  b y  i t s  n a t u re  i s  c a p i t a l  i n t e n s i v e  a n d  p ro n e  t o 
e x t e r n a l  s h o c k s . E f f o r t s  t o  d i v e r s i f y  t h e  e c o n o my  h ave  p ro d u c e d  m o d e r a t e  r e s u l t s . T h u s , e c o n o m i c 
g ro w t h  h a s  n o t  b e e n  s u f f i c i e n t  e n o u g h  t o  a d d re s s  t h e  c h a l l e n g e s  o f  u n e m p l oy m e n t , p o ve r t y, i n e q u a l -
i t y  a n d  H I V / A I D S  f a c i n g  t h e  c o u n t r y. 

•  E c o n o m i c  g ro w t h  i s  m a i n l y  d e t e r m i n e d  b y  t h e  e f f i c i e n t  u t i l i z a t i o n  o f  e x i s t i n g  r e s o u rc e s , a c -
c u m u l a t i o n  o f  b o t h  h u m a n  a n d  c a p i t a l  r e s o u rc e s  a n d  t h e  a b i l i t y  t o  a d a p t  n ew  t e c h n o l o g y. A s  t h e 
l e ve l  o f  e d u c a t i o n  a n d  h e a l t h  i m p ro ve s , i t  i n c re a s e s  g ro w t h  i n  t h e  l a b o r  f o rc e  w h i c h  f u r t h e r  g e n -
e r a t e s  n ew  p ro d u c t s  a n d  i d e a s  w h i c h  i n  t u r n  u n d e r l i e  t e c h n o l o g i c a l  p ro g re s s . A p a r t  f ro m  e f f i c i e n t 
u t i l i z a t i o n  o f  r e s o u rc e s , t h e re  i s  a  n e e d  f o r  e f f i c i e n c y  a n d  r e l i a b i l i t y  o f  e c o n o m i c  p o l i c i e s , i . e . 
e f f i c i e n c y  a n d  r e l i a b i l i t y  o r  s t a b i l i t y  i n  t h e  i m p l e m e n t a t i o n  o f  e c o n o m i c  p o l i c i e s . F u r t h e r m o re , 
l o w  l e ve l  o f  g o ve r n m e n t  c o n s u m p t i o n , s u s t a i n e d  h i g h  g o ve r n m e n t  i n ve s t m e n t  a n d  f ew  m a r ke t  d i s -
t o r t i o n s  a re  c r u c i a l  f o r  e c o n o m i c  g ro w t h .

•  G i ve n  t h a t  t h e  a g r i c u l t u r a l  a n d  m i n i n g  s e c t o r s  c o n t i n u e  t o  b e  m a i n  p l aye r s  i n  t h e  e c o n o my, 
t h e re  i s  a  n e e d  t o  r e i n f o rc e  e f f o r t s  t o  b ro a d e n  t h e  i n d u s t r y  b a s e  i n  o rd e r  t o  m i n i m i z e  t h e  a d ve r s e 
e f f e c t s  o n  e c o n o m i c  g ro w t h  t h ro u g h  s h o c k s  i n  t h e  t wo  s e c t o r s . 

•  T h e  g o ve r n m e n t  h a s  i d e n t i f i e d  t h e  a g r i c u l t u r a l  s e c t o r  a s  o n e  o f  t h e  s e c t o r s  w h i c h  c a n  s u p -
p o r t  p o ve r t y  r e d u c t i o n  t h ro u g h  e m p l oy m e n t  c re a t i o n . G i ve n  t h e  p o t e n t i a l  b e n e f i t s  t h a t  c o u l d 
b e  r e a p e d  f ro m  t h e  a g r i c u l t u r a l  s e c t o r, t h e re  i s  a  n e e d  f o r  a  f o c u s e d  m a r ke t  a c c e s s  a n a l y s i s  f o r 
N a m i b i a n  a g r i c u l t u r a l  p ro d u c t s . T h e re  i s  f u r t h e r  n e e d  f o r  d u e  c o n s i d e r a t i o n  o f  n o n - t a r i f f  b a r r i e r s 
g i v e n  t h e i r  p ro m i n e n c e  i n  t h e  a g r i c u l t u r a l  s e c t o r. 

•  G i ve n  t h a t  t h e  a g r i c u l t u r a l  a n d  t o u r i s m  s e c t o r s  a re  t h e  s e c t o r s  t h a t  u s e  t h e  a s s e t s  p o s s e s s e d 
b y  t h e  p o o r  ( u n s k i l l e d  l a b o r ) , a r e  t h e  s e c t o r s  t h a t  a r e  c o m m o n l y  u s e d  b y  t h e  p o o r  a n d  t h e  s e c -
t o r s  w h o s e  a c t i v i t i e s  a r e  c a r r i e d  o u t  i n  a re a s  w h e re  t h e  p o o r  l i v e  ( i s o l a t e d  r u r a l  a r e a s ) , i t  f o l l o w s 
t h a t  p o t e n t i a l  o p p o r t u n i t i e s  f o r  t h e  s e c t o r s  t o  g ro w  s h o u l d  b e  f u l l y  e x p l o i t e d  i n  e f f o r t s  t o  r e d u c e 
p o ve r t y  a n d  u n e m p l oy m e n t . 

•  W h i l e  i t  i s  c r u c i a l  t o  l i m i t  g o ve r n m e n t  s p e n d i n g , i t  i s  e q u a l l y  b e n e f i c i a l l y  t o  m a i n t a i n  a n d  i n -
c re a s e  p u b l i c  i n ve s t m e n t  b o t h  f o r  e c o n o m i c  g ro w t h  a n d  e m p l oy m e n t  c re a t i o n . G i ve n  t h e  c o m p l e -
m e n t a r i t y  b e t we e n  p u b l i c  i n ve s t m e n t  a n d  p r i v a t e  i n ve s t m e n t , p u b l i c  i n ve s t m e n t  i n d i c a t e s  g o ve r n -
m e n t ’s  c o n f i d e n c e  i n  t h e  e c o n o my  t h e re b y  r e i n f o rc i n g  p r i v a t e  i n ve s t m e n t . F u r t h e r m o re , p u b l i c 
i n ve s t m e n t  i n  ro a d s , t r a n s p o r t , t e l e c o m m u n i c a t i o n s  i n f r a s t r u c t u re  a n d  s a n i t a t i o n  a re  c a p a b i l i t y 
i m p ro v i n g  f a c t o r s  w h i c h  r e d u c e  t h e  v u l n e r a b i l i t y  o f  t h e  p o o r.

•  G i ve n  t h a t  p o ve r t y  i s  c l o s e l y  r e l a t e d  t o  u n e m p l oy m e n t  a  f o c u s  o n  p ro - e m p l oy m e n t  g ro w t h  a s 
o p p o s e d  t o  g e n e r a l  e c o n o m i c  g ro w t h  i s  r e q u i r e d . 

•  E c o n o m i c  g ro w t h  w i l l  n o t  b e  s u s t a i n a b l e  u n l e s s  i t  i s  a c c o m p a n i e d  b y  i m p ro ve m e n t s  i n  H u m a n 
D eve l o p m e n t . T h u s , e c o n o m i c  p o l i c y  s h o u l d  f o c u s  o n  s u s t a i n i n g  o r  r e t a i n i n g  a n d  s t r e n g t h e n i n g 
s m a l l  a n d  m e d i u m  e n t e r p r i s e s  a s  we l l  a s  i n f o r m a l  s e c t o r  p ro d u c t i o n . T h i s  s e c t o r  h a s  t h e  p o t e n t i a l 
t o  g e n e r a t e  e m p l oy m e n t  a n d  i n c o m e  f o r  t h e  m a j o r i t y  o f  t h e  p o p u l a t i o n . G i ve n  t h e  e a s y  w i t h  w h i c h 
i t  c a n  b e  r u n  a n d  m a n a g e d  a s  we l l  a s  l o w  s t a r t  u p  c a p i t a l  r e q u i r e d , t h e  i n f o r m a l  s e c t o r  s e r ve s  a s 
t h e  b a s e  o f  e c o n o m i c  a c t i v i t i e s  f ro m  w h i c h  b u s i n e s s e s  g r a d u a t e  i n t o  t h e  f o r m a l  e c o n o my. 

•  B u s i n e s s  r e t e n t i o n  a n d  e x p a n s i o n . I t  i s  o f t e n  a r g u e d  t h a t  t h e  b e s t  w ay  t o  a t t r a c t  Fo re i g n  D i -
r e c t  I n ve s t m e n t  ( F D I )  a s  we l l  a s  c re a t i n g  j o b  o p p o r t u n i t i e s  i s  t o  e n s u re  t h e  r e t e n t i o n  a n d  e x p a n -
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s i o n  o f  c u r re n t  b u s i n e s s e s . T h e re f o re , t h e re  i s  n e e d  t o  i d e n t i f y  p o s s i b l e  o b s t a c l e s  t o  b u s i n e s s 
r e t e n t i o n  a n d  e x p a n s i o n  w h i l e  a t  t h e  s a m e  t i m e  d eve l o p i n g  s t r a t e g i e s  t o  c o m b a t  t h e m . 

•  D o m e s t i c  t r a d e  n e e d s  t o  b e  e n c o u r a g e d  a s  a  p ro - p o o r  g ro w t h  s t r a t e g y. T h i s  f o l l o w s  f ro m 
t h e  p ro p o s i t i o n  t h a t  t r a d e  i s  t h e  o r i g i n a l  h u m a n  a c t i v i t y  w h i c h  u n d e r p i n s  a l l  p ro d u c t i o n  a n d  i n -
n o v a t i o n s . F u r t h e r m o re , b e f o re  a  f i r m  s t a r t s  e x p o r t i n g  i t s  p ro d u c t s  i t  n e e d s  t o  s a t i s f y  t h e  l o c a l 
d e m a n d  a n d  t h e n  g ro w  b eyo n d  t h e  l o c a l  m a r ke t  t o  b e c o m e  a n  e x p o r t i n g  e n t i t y. T h u s , t h e re  i s 
n e e d  t o  e m p h a s i z e  t h e  i m p o r t a n c e  o f  d o m e s t i c  t r a d e  i n  a l l  c i t i e s , t o w n s  a n d  v i l l a g e s  a c ro s s  t h e 
c o u n t r y.

•  W h i l e  d e ve l o p m e n t  i s  a  c i t y  p h e n o m e n o n  w h i c h  i s  f o u n d e d  t h ro u g h  d o m e s t i c  t r a d e  a n d 
s t r e n g t h e n e d  t h ro u g h  o p e n n e s s  b y  l e a r n i n g  f ro m  t h e  g l o b a l  k n o w l e d g e  p o o l , p ro t e c t i o n  o f  i n f a n t 
i n d u s t r i e s  i s  n e c e s s a r y  f o r  a n  i n d u s t r y  t o  e s t a b l i s h  i t s e l f  l o c a l l y  b e f o re  i t  c a n  c o m p e t e  i n  t h e 
g l o b a l  m a r ke t . 

•  I n ve s t m e n t  i n  h u m a n  c a p i t a l  s h o u l d  b e  s e e n  a s  a n  u n e m p l oy m e n t  r e d u c t i o n  s t r a t e g y. I t  i s  o f t e n 
a r g u e d  t h a t  o n e  o f  t h e  c o n c e r n s  b o t h  i n  a t t r a c t i n g  F D I  a n d  i n  a b s o r b i n g  F D I  b e n e f i t s  i s  a  s h o r t a g e 
o f  s k i l l s . F u r t h e r m o re , t h e  p r i n c i p l e  o f  c o m p a r a t i v e  a d v a n t a g e  a s s e r t s  t h a t  t wo  p a r t s  c a n  b e  m a d e 
b e t t e r  o f f  w h e re  e a c h  s p e c i a l i z e s  i n  t h e  s k i l l  i n  w h i c h  t h a t  p e r s o n  i s  m o s t  e f f e c t i v e . T h e re f o re , i f 
t h i s  p r i n c i p l e  i s  a p p l i e d  t o  t h e  u n s k i l l e d  l a b o r  f o rc e  i n  N a m i b i a , t h e  g re a t e r  t h e  i n c re a s e  i n  t h e 
s k i l l  l e ve l s  o f  t h o s e  w i t h  h i g h e r  s k i l l s , t h e  g re a t e r  t h e  d e m a n d  f o r  i n d i v i d u a l s  w i t h  l o we r  s k i l l s 
t h e re b y  l e a d i n g  t o  a  r e d u c t i o n  i n  u n e m p l oy m e n t  r a t e  f o r  t h e  u n s k i l l e d . T h e re f o re , g o ve r n m e n t 
s h o u l d  c o n s i d e r  i n ve s t m e n t  i n  h u m a n  c a p i t a l  a s  p r i o r i t y  n u m b e r  o n e .

•  U n e m p l oy m e n t  c a n  b e  i n c re a s e d  o r  s u s t a i n e d  b y  s o c i a l  p o l i c i e s  w h i c h  s e t  m i n i m u m  b e n e f i t s 
f o r  wo r ke r s  w h o s e  s k i l l  l e ve l s  a r e  l e s s  v a l u a b l e  t h a n  t h e  l e ve l s  o f  m i n i m u m  b e n e f i t s . T h e re f o re , 
m i n i m u m  w a g e , m i n i m u m  h e a l t h  a n d  wo r ke r s ’  c o m p e n s a t i o n  b e n e f i t s  a n d  m i n i m u m  l e ave  r e q u i r e -
m e n t  m ay  s e r ve  a s  o b s t a c l e s  t o  t h e  e m p l oy m e n t  o f  i n d i v i d u a l s  w h o s e  s k i l l s  a r e  l e s s  v a l u a b l e  t h a n 
t h e  m i n i m u m  b e n e f i t  l e ve l . 
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