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Basic Facts About Namibia

Genera)

Health

Land area
Population (1291 Census)

Official ianguaze

822,269 km®

1.4 million

English

Currancy Namibiz Dollars
GNP per capiz (1994) N58,723
Exchznge rate (averags 1994) USE1=NE3.53

Vital Statisties

Popuiation per doctor (1993)
Population per hospitz] bed (1993)
Arcess o safe water (1991)

Urban

_..Ruml

Overell

Infant morality per 1000 (1951 Census)

Life expectancy ar birth (1991 Census)

Population density (1993) 1.7 psrs/i:m_z

Popﬁiaﬁbﬁ g;;m.&'.th. {f981-91} 3.1% pa Education

Populatios diswibugion (1951 Ne: Schooi Enrolmen: (1991),

Cansus) percent of age group.

_. Geographical Primary 8484
Urban 28% scondary 4454
Ruza! 72% Tertiary LE

By egz Adul: litsracy rats (1993 Census) 7%
0-14 years 420 Avsrage years ¢f schooling 4
13-28 years 29%

30-44 vears 15%
45-3% years B%
60+ years 6%
Economic
1995 1991 1992 1993 1964

Annuel growth in GDP {volume) G.3% 6.6% 7.3% -1.8% 5.4%

Annua! infiation 12.1% 11.8% 17.9% 8.6% 10.7%

Average annua! growth (1990-1904) 3.5%

Percemizge ‘Conmibution to GDF (1954) Balance of Payments (1594) N& millian
Agriculmrs ) 11% Merchandiss expors 4,682
Fisning 25 Merchandise impor: 4,108
Mining 18% Nen-fazior services, nat -813
Fish processing 3% Primary incomas, nat 133
Cther secondary industiss 8% Currzn: wansfers, nat el
Terdary industies (servizes) 6% Curren: azeount balance 748

Extemal deb: 1,375
Deb: servics ratio (1994) % expors 33.6%




Introduction

I. The First Round Table Conference for Namibia

This conference is Namibiz's first Round Table Conference (RTC). The Governmen: of

the Republic of Namibia (GRN) sees the conference as 2 means of conunuing the dialogus
it has already initiated with its development partners. It is also intended to maintain the
momentum that was generated towards the country’s development during the Donors
Conferznce held in New York in March, 1990. Namibiz hes benefited from international
assistance before and after Independence and GRN believes there is & strong case for
continuing international cooperation. 1o achieve..sustainable. development-in -the - country:

This conference will provide Government the oppormunity to discuss various stratag
optons available and 10 address critical socio-sconomic issues in the comext of a post-
- 2partheid and newly democratic South Africa. : -

The Round Table Conference provides the oppormumnity to:

discuss Government policies and short, medium and possibly long term strategies
for meeting Government objectives of increasing growth and employment, reducing
inequalities and alieviating poverty.

mobilise botk fmancial and human resources to support the national development,
anc national priorities and to encourage donors to dirsc: rasources 1o these priornty
areas for the next five years,

discuss GRN's external funding requirements, aid¢ management policies and practical
improvements to facilitate better coordination. of donor Support.

consolidate the planning process by strengthening National Economic Management
Institutions.

Since Independence, the Governmen: has sought to achisve the country’s developmen: goals
through the launching of & Transitional National Development Plan. This Plan has now
been replaced by a comprehensive First National Developmen: Plan (NDP1), which covers
the period 1995/1996 - 1999/2000. The Governmen: sees the Round Teble conference 2s
an opporiulity to discuss its Jong term vision of the. development of the country with its
interpational development partners and to seek their support for the implementation of the
policies and strategies outlined in NDPI.

.

II. Outline of the Document

This document drews on the development strategies exprassed in the first National
Development Plan covering the period 1993/1996 - 1999/2000, and hlg‘l-gh veral key
issuss for discussion with donors, including arzas where policiss and star gips 5‘111 need
to bz definad.



Introduction

The salient elements of this document are the review of the state of the economy and
progress made since Independence; the poverty profile and the critical socio-sconomic
challenges still facing the country; Government objectives and swrategies at the sectoral
levels; public expenditure and resource gaps as well as overall requirements of development
assistance and the issue of aid managsment and coordination.

This Document is divided into five parts starting with an executive summary. Part A
describes the country background, outlining the circumstances leading to Namibia’s

exation by South Africa and the subsequent conflicts that lead to Independence in March
1950. The first section demonstrates the impact of decades of apartheid policies, with a

poverty profile that emphasises the desperate plight of the majority of Namibia’s population.
The macro-economic framework is presented in terms of the structure and composition of
GDF as well as recent growth forecasts. The discussion covers the MEjOr IMacro-economic
~ variables such as wade, investmen: levels, inflation and unemployment issuss. Part B is
a short section that provides the basis for a policy dialogue by describing the Government's
development objectives for the period 1995/1996 - 1999/2000. Part C analyses policy
issues including macro-economic policy and sectoral sirategies. Parts D and E deal with
funding requirements for the implementation of the Plan, outlining and Jjusiifying Namibis’s
external funding requirements, both on z global and secitoral basis, and Government’s aid
management policy.

i



1.1

EXECUTIVE SUMMARY .
Overview 3

At Independence in March 1990, Namibia faced the challenge of overturning the
legacy of more than a cenmry of colonial rule. The previous administration
oversaw & period in whick the country’s humsn and physical resources were
exploitec with little benefit going to the Namibian people. The social injustices
propagated in the name of separate developmen: meant that the large majority of
the population were neglected in terms of social and economic infrastructure; the
result was extreme relative and absolute poverty. The socio-sconomic siructure
inherited 2: Independence, still influences policy orientation and the utilization

2

and allocation of available financial resources, five years later. The critical
development issues that the Namibian economy thus has to contend with during
~ the medium tarm include:

The current modest leve! of economic growth and rapid increase in population
resulting in & decline in per capita income over the last five years;
An unusually highty skewsd incoms distribution along racial lines, together
with widespread poverty. The income insquitiss zre reflected in differences in
access 1o hezzlth, education, land, housing and other social amenities;
Existznce of legal, regulatory and restraining practices resmict competition in
virtuzlly 2li economic aciivities; as z resuli, investmen: has been constrainad.
Governmen: will address this obstacle by allocatad increasing internal resources
to development expenditure and mobilising external resources for development;
Rising unsmployment;
Lack of wained manpower to assist in ths management of the economy and
social institutions;
High expectations of society, a3 1o the economic and socizl benefits to be
reaped afisr five vears of indspendence;

+ Periodic drought coupled with 2 highly fragile and degraded environment and

ecosystem.
Poverty and Ineguality Profile

Since Independence, real gross domestic product grew at an annual
average rate of 3.5%, while the population increased annually at 3.1%,
resulting in a slight increase in per capita GDP of 0.4% per annum (see
Figure 2.3). Economic growth hes bzen irregular and generally modast,
However, the 3% growth rates achisved since Independance havs baen realisad
anter decades of economic stagnation and in the face of the unavoidable
unceriainties created by the wensiton to majority rule, in addition to sever
drought and world wide recession. The patiern of growth has baen influenced
mainly by the changes in the prices of Namibiz's mining output, the recent
growth of government, private sector invastmen: and the occurrence of drought.
Thus after the drought of 1992, GDP declined by nearly 3.3% compared 10 2.
growth of 6% in the previous ysar. Changss in the dominant bur volatle
mining ssctor have significant influsnce on the performance of the conomy.
The exwreme dualism, characteristic of apartheid economies has until racently
stifled higher economic growth.

—
—
=



18]
a

Executive Summary

1o

I3
™~

b3

wh

L)

L

ts

LS

i

Namibia’s high per capita income of over US51800 places it firrnly among
middle income countries, although this figure conceals wide variations in
income distribution among the population. There exists an extremely wids
diversity of economic conditions among different groups of the society. A
small proportion of the population, about 5%, control over 72% of GDEP. The
extent of poverty is confirmed by the UNDP Human Development Report
which also indicares wide discrepanciss in welfare within the society as
measured by the human development index (HDI). According to this index,
in 1994 Namibie was ranked 127th among 173 countries in terms of adulr
hiteracy, life expectancy and income, bu: 84th on the ranking according to per
capita- GDP.—Household consumption ‘reveals even- greater disparity whareby
average household consumpion is estimated ar N§$11,95] with average per
capita consumption at N§1,932, while per capita consumption expenditure

‘renges from 2 low N$38% per year to 2 high N$36,310. The top 7% of the

population account for 48% of national consumption. Housshold surveys
reveal that aboutr 47% of houssholds are classified as Door.

Current estimates of the level of unemployment range between 25% to
35% with the youth being the mosi affected social group. It is also estimated
that two thirds of persons in the subsistsnce sector are under-employed. .

Although there are low levels of literacy and skills, access to educerion has
rapidly expandsd since Independence with primary school enrolment rising
from 60% 1o 83.5%. The average number of vears of schooling for the
population is about 4 years compared to 6 years in sub-Saharan Africa.

The adult literacy rate is about 76%.

Accessibility 1o houvsing waier and land remeain limited and unequally
diswibuied. Somz 4.200 commereial farmers, meinly white farmers, coniro! &
littie over 44% of the nationa! land ares. Addressing the country’s equity
problem at an acceptable pace without endangering growth is certainly a
major challenge,

Economic Structure

The structure of the economy is such thar changes in the performance of the
mining ssctor, which accounis for an average of 17% of GDP, has & significant
iniluence on the trade balance and the growth of GDP. Agriculiure contributs

about 9% of GDP although this is largsly from the minority owned private-
tenure larming secior. The vest majority of Namibiz’s farmers live and work
in the communal-ienure areas and partake in subsistance farming on marginal
land. Fishing and fish processing are high growth sectors for the NDP1 period.
Namibia has successfully menaged its fisheries resources, reaping larger
benefits every yeas since Independence. The fishing secior (including fish
processing} that currently accounts for ebout 8% of GDP is expected 1o double
in size during NDPI1.

The tertiary sector accounts for nearly 60% of GDP. Government has detailed
plans for the development of manufacturing industries which currently account

v



Executive Summary

(WA ]

ta

L¥3]

.

I

tn

for just under 10% of GDP. The remezinder of the tertiary sector consists of
Government services which rose from 21% of GDP in 1989 to 26% in 1993.
This was largely due to the urgent need to reorganize state institutions in
accordance with the constitutional obligations (articles 141 and 23) on the one
hand that, "any person holding office under any law in force on the daie of
Independence shall continue 10 hold such office...” and on the other hand 10
“achieve a balanced structuring of the public service, the police jforce, the
defence jorce and the prisor service." The neec 1o restructure the civil service
to reflect the new priorities of an independen: and democratic nation had a
considerable effect on the public sector wage bill and the budget deficit but was

& .necessary..condition. for the. peaceful  transition-to- majority- rule: - Government

has since cappad increeses in the public sector wage bill through the hiring
freeze adopted in 1993.

Although present gross domestic investment has still not reached the levels of

the early 1980s. (whick were amificially infiatad due 1o the high levels of
military investment undertaken by the previous regime) at an average 18.3% of
GDP investment has been adequate since Independence. Government's sirategy
has favoured investment in human capital formetion through expanded
ecducation and health expenditurss. Soms paris of the country are relatively
well-endowad with physical infrastructure.  Gross fixed capital formation has
bzen sufficient 10 maintain the country’s capital stock. Government is planning
to increase human end physical capital investmeant lsvels auring the NDPI
period reletive to the growth of GDP and Governmen:.

There has been 2 consistent and sizeable current account surplus. This has
been mirrored by & capital account defici: which means that Namibiz is in the
posidon of being z net exporier of capitel.  As explzined later, this
circumstance is largely a legacy of colonial times, during whick Namibiz was
treated as an enclave sconomy dominated by foreign intsrests. As all Namibian
investment instimutions are subsidiarias of Sowth African companies major
investment decisions are taken in South Africe withows due regard for
Namibia’'s development. This siwation can only be alterad gradually over the
medium term. Nevertheless Government has taken measures 1o stem the capital
outtlow. Fizstly, by passing legislation requiring Namibian regisiered, pension
funds and insurance companies 1o invest 35% of their poritolio in Namibia.
econdly, there are signs ther Government’s efforts 1o creste an improved
investment climate e.g. the estzblishment of 2 Namibiar Dezvelooment Bank and
& Teinsurance institution, are alse making prograss.
Namibiz hes made significant strides in building democratic institutions.
However, many of the legacies of the apartheid system still remain.
Overturning such legislation and arresting dualistic development remzin 2
challenge w0 and one of the main objectives of government. Legal and
regulatory institutions stifle compeiition and investment and conssquently
employmen: promotion. The legal framework seems to discourage individual
initiative and dynamism, especially in self-employment in informal and micro
enterprises. The challenge is 10 re-design the system of regulations and to

".’
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deregulate the formal sector to permit competition from emerging entrepreneurs
and retain only those regulations which are socially or economically justified

There is & considerable shortage of skilled personnel in ali fields, especially
those of economics and management, which tends to serve as a major constraint
to the management of the economy and newly established social institutions.
Much effort has been directed at ameliorating the situation since Independence.

Aspects of the poverty situation in the country relate to the use of the rather
fragile eco-system. Overgrazing and destruction of vegetation by segments of
the society constituiz g critical problem facing the country.

L

4

Major developments afier Indspendence were aimsd at addressing these

. constraints. - Conssquently, education, health and social services absorb about

48% of Governmen: budzets. Increassd social spending puts pressure on scarce
government resourc2s. This simation poses a serions challenge to the
Government as it attempts to change the composition of expenditure,
increase its efficiency and contain its growth.

Policy Dialogue

Development Goals

4.

g
bJ

1
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The Government is committed to pursue policies as outlined in the Constitution,
whichk include improving the welfare of its citizens end promoting economic
orowth “based on the principles of & mixed economy with the objective of
securing economic growth, prosperity and & lifs of human dignity for all
Namibians™ (Constmution, Article 98).

For the next five years, Government will follow the national development gosls
established at Indepsndence:

Reviving and sustzining economic growth
Crezating employment opportunitiss
Reducing inequealities in income distribution
Alleviating poverty

Thess dsvelopment objeciives will bz pursuzd within the framework of a mixad
ECOTOMY. Government 1is commitied to encourage Private Sector
Development by creaiing an enabling environmen:, and by lovesting in
People through the provision of education and health services to mest the needs
of the previously under-served. These objsctives will be achizved through an
Increase in People’s Participation by encoureging empowermeni at the
community level and promoting Sustainable Development not only from an
environmental parspsciive but also from 2 financial, economic and institutional
point of view. Objsctives will be realised through Efficient and Responsive
Government Services and Development Programmes.

Vi



Executive Summary

4.4

“

Against the background of underlying socio-economic problems of the country,
Government since 1990, has sought to achieve its national development goals
through the launching of the Transitional National Development Plan (TNDP).
A more elaborzte Plan. the First National Development Plan for the period
189571996 to 1999/2000 has been drafted. This first Round Table Conference
for Namibia provides & framework in which to have a policy dialogue on the
medium and long-term vision of the Government and to seek the support
of Namibia’s development partners for the implementation of the policies and
strategies for the period. During the next five vears, Government intends to
pursue thz following medivm-term economic and development objectives:

N
(8,3

revive the economy and sustain economic growth to ensure rising per capita
income for the population;

. assist in creating employment opporiunities especially in the private secior;
ofier oppormnities to reduce inequalitizs in income distribution;
design economic and social programmes to help the poor anc the relatively
more vulnzrable groups of the society and to reduce the incidence of poverty.

These four pillars copstitute the salient features of the Plan. Government
efforts ars targsted to address these matiers. Sectoral strategies in the Plan
address issues of enviromment proieciion, and naturel resources management,
while capaciry building in the public ssctor featurss prominsntly as critical for
ths management of the ecomomy and institutions.

Developmen: Straiegies

4.7

I
o

With regaré 10 the objective of rapid economic growth, onz of the main tasks
of Government will be 10 reactivaiz the economy by increasing public sector
investment, while creating an enabling environment for private sector activity
to stimulate private investment. Ths swategy is 0 promote a mixed
economy, with Government sesking to complement the role of the private
sector to enhance economic growih. In this regard, Namibiz's membership of
the Southern Africa Custom Union (SACU) and the Common Monetary
Agrzement (CMA) and thelr impact on monsary and exchange rate policy are
szen as critical. Government is renegotiering SACU while advocating equitabie
and transparent revenus shering measures. Measures 1o sustain economic
growth will be pursued in tandem with a population policy.

With unemployment constituting & major problem confronting the counwy,
creating employment opportunities t¢ absorb the currently unsmploved and
new esnirants to the labour marker is also 2 major challenge. Job creation is
ultimately seen to be reiated to poverty alleviation and reduction. With the
freeze in public sector employmen:, Government believes that the adoption of
appropriate labour mearke:, wade and induswiel policies will enhance job
creation in the private s2cior. The establishment of Export Processing Zonas is
intznded 10 assist in job creauon. The problem of lack of skiils is to be
addressed through waiming programmes. Labous intensive programmes are
bzing considered as potential sources of job creation.

114
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4.10

4.13

In redressing inequalities, emphasis is being placed on the expansion of

education facilities and retraining of teachers. Access to health is to be
improved and made more efficient. The role of women, and especially femals
headed houssholds, is given special prominence in the effort to redress the
inequalities in the country.

On poverty reduction and alleviation, measurss to be considered includs

enterpriss promotion and improvement in accessibility to a number of social

facilities. The pension scheme has besn reviewed 1o help 10 minimize the
pressure on the aged and disabled. Since droughr is positvely correlated to
poverty, Government, during periods of drough: will essist vulnerable

households

The Poverty Alleviation Strategy is intended to evolve policy and practical
level measures thar will assist in the reduction of poverty in the country,
Though there are no quick solutions to poverty alleviation, the programme
identifies sratzgic measures such as raising the productivity of the poor and
creating emplovment in the framework of 2 rapidly growing economy.

Since land distribution is extremely unequal and is at the roof of rural
poveriy, land reform and resetilement policies heve been passed by the
National Assembly. Govsrnment is working on practical mechanisms o make
the law efizctive and to ensure smooth implementation.

Environmental Protection and natural resource management is given
considerable prominence during the next five vears. The challenge is to ensure
that existing and fumre development activitizs are environmentally sustainable,
through improved planning and coordination of activities across many sectors.
Progress mads in reversing the pre-1990 unsustainzble utilizetion of fishing
stocks will be maintained. Wildiife and foresmy will be developed through

community participation.

Economic Managemen: Programme

4.14

415

The occesion of the Round Tzble is also being used by Government 1o launch
major programmes which will positively influsnce the direction and
development of the country while addressing critical socio-economic problems.
One such programme for which Government has received exizrnal SUppArt 18
that to strengthen Naztional Economic Management Institutions. The
accompanying documem: outlines Government's experisnce in this ficld since
Independencs and the outlook for the remeinder of the Plan period.

The programme o strengthen National Economic Management Institutions
focuses largsly on capacity building in the institutions that help to shape and
manags economic policies of the counwy. The programme builds on and
consolidates current efforts to efficienily manage and direct the parformance of
the sconomy.

viii
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Aid Management and Funding Requirements

The Government of Namibia is aware of the overzil world-wide decline in the
availability of external resources and aid fiows and expects that the dialogue
wili focus on the direction, quality, volume, efficient utilisation and
coordination of aid. At the same time, the Government is keen to avoid undue
dependence on aid and has bassd its own expenditure plans on modest increeses
in the volume of external assistance.

In order for Government to achieve these goals, internationzl development
cooperation would have 1o play a supportive role. Since the Donor's Conference

e
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in 1990 there has been 2 considerable flow of international assistance to support
the development objectives of Namibiz. As & proportion of governmenr revenue
and expenditure external assistance was 14.9% and 12.7% respectively making
exiernal assistance ac imporani macro-economic variable in Namibia.

Govemnment will supplement internal devslopmen: resourcss with exiernal
assistance where approprizi, in order to raise the living standards for the
majority of the population and extend basic infrasmucture to all parts of the
country. The social and economic backlog of apartheid will take time to rectify
and eradicetz. This initative will also reguire the assistance of Namibia's
development partnsrs, -

At the ime of Independence, the UN General Assermblv recommended that all
ember states and all agencies of the UN sysiem classify Namibiz "as if 2
Least Developed Country" (LDC). It was recognised that Namibia was in
many ways less developed than itz level of per capita GDP would suggest.
Extiensive poverty remain as shown by the social indicators on nutrition, health,
education and literacy. The legacy of decades of apartheid rule will ke time
10 overnun and thersfore Goveramen: believes tha: the case for Namibia's "as
if LDC" status should be maintained and adopted by all development assistance
agsncies.
Problems in aid management are gradually being corrscted. The plan and
accompanying PSIP are being used as 2 means of providing 2 clear statement
of government prioriiiss to the donor communitv, Governmen: is evolving a
clear policy on foreign borrowing, countarpart conmibutions and reporting and
accounting. External assistance is recorded in the Development Budge: and a
computerised system for recording commitmenis and disbursements and the
monitoring of aid is being developed. Together thase measures will 2nsure thar
all official development essistance received by the country will be used
effectively and efiicienily and directed to productive ends.

From 1996-2000 the economy is projsct to grow &t an average ratz of 5%: ths
internal deficit will be reduced from 4.1% 0 3% of GDP and the external
balance maintainzd throughou: the period. It is expzcied thar infiation,
currently at 11% will decline below 10%. It is proposed thar during this
period, Governmen: make a substantial contribution 1o dsvslopment spending.
Development spending will be increased by 6% in real terms during the period
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1996-2000 in order to deal with the historical backlog of social and physical
infrastructure and create the necessary conditions for sustainable growth. This
rate of growth has been determined using the macro-economic framework of
NDP! based on the Namaf macro-economic model.

Domestic savings and resources will constifute the main source of funding for
development spending within the Public Sector Investrment Programme (PSIP}.
However, in to maintain fiscal stability and to ensure that domestic resources
are utilised sustainzbly, it is estimated that at least N§ 2730m (USS 758m),
out of the total PSIP of N§3.3bn (USS 1.5bn), will be required from
external sources to assist in dev,e_l_op_me_n.t..pro.grammes.in...key..sectors..agd.

to ensure a 5% growth in GDP. (All figures used are in 1995/1996 constant

‘prices.) Government is ready to embark on serious discussions on these issues.
The sectoral consuliations afier the Round Table Conference will help to

concretize the specific nature of assistance expscted from external sources.




PART A: COUNTRY BACKGROUND

1. Namibia’s Socio-Economic Situation

1.1 This Section provides the background to Namibia’s socio-economic circumstances.
with an overview of social indicators, focusing on poverty levels and progress In
alleviating poverty since Independence.

Overview

Historical . BOCKGrOURLL. ..ot

1.2

Namibia faces the same legacy of apartheid as South Africe. It is & country of

- extreme contrasts and vast disparities betwzen the social and economic circumstances of

=t

the small, wealthy minority and the large majority, approximately helf of whom live
below the poverty line.

1.5 Systematic discrimination against the majority started as long ago as 1884 with the
proclamation of South West Africa as a German Protectorate and continued with the
invasion of 2 South African force in 1915, The League of Nations granted a mandate
1o the Union of South Africe over South West Africe including Walvis Bay. Although
this mandate obliged South Africa to improve the welfare of Namibians, this was
disregarded and the policy of land expropriation in virrually all areas apari irom the
norih of the country continuad.

1.4 After 1945 Namibiz became a United Nations Trust Territory and the South African
regime formalised the apartheid policies of separate development. Despite the UN
Assembly revoking South Africa’s mandatz= over Namibia in 1971, the occupation
continued, ar armed liberation campaign having began in 1966. It took more than two
decades of armed struggle combined with international pressure and negotiation before
military and political devzlopments in the international, regional and domestic arenas led
to a sztilement.

1.5 The first fre= and fair elections in Namibiza were held in Novembar 1989 and
provided representatives to the Constituent Asssmbly which drefted Namibia's
constitution and elecied as the country’s first Presidant, His Excellency Dr. Sam Nujome,
the leader or the South West Africa People’s Organisation (SWAPO). Independence was
formelly declared on 21 March 1990, although Walvis Bay and its offshors islands
remained in the hands of the South African Government uniil 28 February 1994, when
they were reintegraiad.
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Restructuring local and central Government

1.6 Prior to Independence, Namibia was divided into regions which had been defined
by the colonial policy of racial segregation, reserves, and land expropriation. At
Independence, the new Constitution made provision for a second chamber of Parliament,
the National Council. as well as new regions which were to be defined by a Delimitation
Commission. By 1992 thirteen regions had been defined and regional elections were
held in November 1993,

1.7 The Natonal Council was first convened in February 1993 following Namibia’s
first democratic regional and local government elzcrions.  The National Council, made.

up of two representatives drawn from each of the 13 regions, has since started its task
of reviewing legislation proposed by the National Assembly and referring bills back or
. .making amendments to them before they receive Presidential assent and become law.
Each Region now has an elected regional council responsible for the direction of regional
development.

1.8 At Independence, Namibia’s public administration consisted of a Central Authority,

~fen Representative (or Second-Tier) Authorities, a number of Municipalities, Local
" Authorities and other statutory entities. The structure of adminisTation was ethnically-
based, and thersfore unacceptable 1o the new administration. It had to be dismantied and
completely restructured. -

1.9 This resirucnring hes been coordinated by the Public Service Commission in ths
Office of the Prime Minister. Central government has been remoulded inio a unifed
structure of twenty ministries. In addition a number of other govemnment institutions
have been estzblished necessary for the functioning of an independent and democratic
state. These include the Public Service Comrmission, the offices of Ombudsman,
Auditor-General, Auorney-General and Prosecuior-General, an Inspector-General of
Police, as wsll as the new Namibia Dzfence Force and Namibiz Police.

The Impacr of Apartheid

policles manitested 1tszlf in many weays and consequently resulizd in exireme relative
end absoluie poverty. Relafive povertv (a measurz of wealih in relation to others in
society) is reflected in highly skewed distribution of income. The poorast 90% of the
population: togsther consume significantly less than the remaining minority. Absolute
poverty {a lzvel below which pzople are considered unable to mest their "basic neads”)
is indicated in esimates which show that approximately half the population live below
the poverty lins.
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1.11 Apartheid policies centred on directing resources t¢ the white minority while
denying the majority access to basic services and the means of production, particularly
land and education, so as io ensure z cheap, unskilled laboir reserve for the white
minority. The result of these policies was the development of z dual economy.
comprlsmc' a small but well developed and commercially oriented sector; while the rest
of the economy was undeveloped, based on subsistence production. The majority lived
and continue 1o live in conditions similar to and sometimes worse than most developing
_ countries. Reversing these policies through affirmative action for the majority has been
the major challenge for Government since Independence.

1.12 Other factors contributing to high levels of absolute poverty are the arid climate and
“low agrictliira!l productivity of the lend, This has made it difficult to increase incomes

from subsistence agriculture for the majorit}' of the rural population, & population which

though currently small is growing at a fast rate and becoming increasingly urbanised.

Population

1.13 Namibia’s population was 1.4 million in 1991 (estimzred to be 1.6 million in 1994
and, in spite of rapid urbanisation (estimated at 5.5% per annum) its economy is mainly
Trural. Fewer than one third of the population live in formally proclaimed urban areas.

1,14 Namibiz is on2 of the world’s mast saa:seh populated countries with an averag
population density of only 1.7 per km® (1991). Over 70% of ths populanon is
concenrated in the north, where rural pouula‘w.on densities may exceed 100 per km®. The
main population centres, as measured in the 1991 Census, are the capital, Windhoek,
with a populaton of 147,058, and the disiricts of Oshakat (384.815) and Ondangwa
(233,302).

1.15 Reducing poverty and increasing per capita income is also constrained by 2 fzirly
high rate of population growth of 3.1% . As such it is ons of the fastest growing
populations in southern Africa. For example the rate of growth of the population in
neighbouring Botswanz is 2.9%, for Lesotho 2.5% and South Africa 2.4%, although the
average for Africa is in excess of 3%. The population is also young, creating a high
dependancy ratio. Over 42% of the population are under 14 vears with about 63% under
24 years, '

1.16 Namibia’s small popuiation is extraordinasily diverss in culture and languags. Over
eleven different languages or language groups exist in Namibiz, the main ons being
Ovambo spoker by 30% of the population. Language is ofisn cenired on perticular
regions of the country but urban migration hes led to meny languagss being spoken
outside their region. People commonly speak two or three languages in much of
Namibiz, especially in the cenrral and southsrn regions where Afrikaans is spoken by
almost everyons,

Socio-economic Indicators

1.17 Itis only after Independence that the Governmen: startad to collsct datz on people’s
income znd other socio-economic indicators. Hence there are limits to any effort to

AV 5]



Round Table Conference

-

undertake an inter-temporal analysis of the socio-economic circumstances of Namibians.
The Central Statistics Office undertook a Narional Household Income and Expenditure
Survey during 1993 and 1994, and preliminary results have been used to produce
statistics on poverty and income distribution. It is expected that the on-going Agricultural
Census will provide additional information on the socio-economic situation of the rural
population.

Income Inequality

1.18 Income distribution is extremely unequal in Namibie. According to the National
_Houssholéd Income and Expenditure Survey, the nichest 1% of households consume as
much as the poorest 50%; the richest fifth consume over 70% of total consumption; the
better off haif of households consume on average N$ 20,000 a vear per household; while
.. the poorest quarter conswnes only NJ 2,200 per household. Household consumption
.reveals even greater disparity whereby the average household consumption is estimared
at N§11,951 with average per capitz consumption at N§1,932. Per capita consumption
expendimure rangss from =z low N$389 to & high N3§36,310. The top 7% of the

population account for 48% of national consumption.

"1.19 Historically, income distribution has been very strongly correlated with race, es
indicated by the World Bank’s estimarzs of income shares in 1988, shown in Table 1.1.

Table 1.1 Income Shares of Three Segments of the Namibiar Economy, 1988

Segment _ Share of | Annual GDP | Share of GDP
population per capita

Subsistence szctor: Blacks 53% $85 3.4%

Modzrn secior: Blacks 40% 5750 25.4%

Modern sactor: Whites 5% 516,500 72.2%

Source: Namibiz, Povern Alleviation and Sustaingble Growth, World Banl:, 1982

1.20 According to the UNDP Human Development Repor (1994), Namibiz ranks 84th
out of 173 counrizs in terms of per capita GNP, gualifving as 2 "middle incoms”
country. However, Namibia's rzak drops to 127th on the Human Development Index
(HDI), whose components are life expectancy, adult literacy and income (see Table 1.2).
The changes in Nemibia's position meybe explained partly by the incrsase in the number
of countries coverad in the report from 160 o 173, in 1994, However, the Humen
Development Index for Namibiz, which presents inter-temporal changss for the country,
ieclined from 0.295 in 1992 to 0.28% in 1993, which implies a slight decline in the
welfzre of the people due largely to the severe drought in 1992-93. This HDI indicaies
that high levels of incoms inequality have resulizd in poor periormance of social
indicators 2s compared to overali meesures of income. While Namibia has 2 GNP per
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capita almost 3 times the average for sub-Saharan Africa, its social indicators are not
much - betrer than that of the region as a whole, where life expectancy is 52 years and
adult literacy is 51%

Table 1.2 Comparison of Namibia’s GNP and HDI rankings

1990 ; 1991 1992 1 1993 1994
Namibiz's GNP per capita 60 77 84 a8 &4
ranking
Namibiz's HDI ranking T e | 05 = s
Difference -36 -28 -38 =37 -43

Source: UNDP, Human Developmen: Reports 1990 — 1994 New Fork

121 As the Humar. Development Repor notes: "For some countries - such as Angola,

Gabon Guinsa, Namibia, Saudi Arabiz and the United Arab Emirates - the income ranl

is far ahead of the HDI rank, showing that they still have considerzhie potential for

wansletng their income into improved well being for their people." (Human
evelopment Repori, 1994))

1.22 There is a swong regional element 10 these inegualities. The majority of the poor
live in the northern rural areas, while the wealthy white population live in the urban and
southern areas of the counry. These regional differences arz the resul: of three faciors;
apartheid policies, population pressure and agro-ecological diffsrences. The north-south
divide is usually associated with the linz of the veterinary cordon fence (the "Red Line"},
with the area'nortk of the line having been neglscisd in terms of izfrastructure and
services during the pre-Indspendence period. The majority of the population (70%) live
in the north, thus placing greater pressure on fragile and limited natura! resourcss.

1.23 This does no: msan that there are not pockets of poverty in othsr areas. In fact
some of the poorest communities in the country ars in the south. Fzrm workers on
commsrcial farms are suffering some of the worst levels of impoverishmens as reflzcted
in measures of monthly income. Small stock producers of the Damara, Nama and
Bushman groups i1z the southern communal aress (the former Native Reserves and
Bantusians) are also among the poorss: ethnic groups in Namibia. Thes= differsnces ars
also the result of agro-ecology, with incomes higher in the catile regions of the Herer

and Kaoko, followsc by the crop producing regions in ths north while th= lowest incoms
lzvels are found in the marginal areas in the south and west of the couniry.

v
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Table 1.3 Monthly Income, January 1992.
(ranked by region and income source)

Rank Region Monthly Rank Source of Income Conrribution
income to Tota] (NS}
(N3)
1 Hererc 1,361 i Permaneni 276
Employment
2 Kaoko 827 2 Szle of Livestock 182
3 Owambo 683 3 Govearnment 158
pansion
4 "Kavango 384 4 Sale of homs 51
preduction
3 Caprivi 372 3 Casual 21
I emplovment
g Damara 315 6 Remirances 13
7 Nama 493 7 Szle of crops 3
8 Bushman 278 Totai Inzoms 706

Sourcs: SIDA- Namibiz Poverty Profile, 1983 P23 compiled from Deversux et al., 1923

Poverty

1.24 There have beer various studies of incomes and poverty, both dstailed surveys of
relatively small samples™, as well as the CSO National Housshold Income eand
Expendimure Survey, covering 5,000 households across Namibia. These Surveys usec not
only cash incomes but other measures of wellbeing such as z food consumption ratio
({00d consumption as a proportion of total consumption) to determine levels of poVverty.
Those households for which food is-60%, or morz, of total consumption are considared
poor.

1.25 According to these various studies approximately 50% of all households in Namibia
are bzlow the poverty line, (47% according w0 the CSO stamistics)™. As many as 68%
of the households were below the poverty line in thz Van Roov er af survey covering,
ceniral and southern communities and 53% of the houscholds in the Yaron ef af study
of the Okavango region were classified as poor. The preliminary results of the CSO
survey are shown in the tabies beslow.

1 Van Rooy er al (19594) surveyed 3 communitias (223 houssholds) in northern, ceatral and southemn
Namibiz. Yaror er al (1992) surveyed houssholds i one of the pooras: regions in Namibia: Okavango.

? SIDA, Nemibia Poverty Profile, Windhoek, February 1995, & CSO, Living Conditions in Namibia,
1993/94, Windhoek, 1994,
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Table 1.4 Poor Households in Namibia by Food Consumption Ratio, 1994

food Consumption/ Classification Households
Total Consumption
Number %
0% - 59% Not poor 131 000G 33%
80% - 79% Poor 84 000 34%
80% - 100% Severely poor 32 000 L13%.
Tozal 247 000 100%

- Table 1.5 Characteristics of Poverty

Household charactaristics Poor and Severely Poor
Househelds
Geographic diswribuiion Namibia 47%
Northermn Regions 59%
Central & Sauthern Ragions 30%
Urban 12%
Rural 60%
Principal Source of Income Subsistenze Farming 63%
Cash Wagss 33%
‘ Businass 29%
Pensions 33%
Cash Remitiances 37%

Source: Preliminary resulis from the CSO Household and Expendimrs Survey, 1994

1.26 These statisucs indicats that the poor are more likely to be from the northern, rural,

areas engaged in subsistence farming, female headed housshold and/or pensioners. The
Okavango study also disaggregated datz by gendsr and found tha: 78% of famale headed
houszholds are classified as poor or very poor. While the majority of the poor are
dependent on subsistence agriculture for mos: of their income, pensions zre also an
importan: source of income for the poor. Having access to cash emplovment or self-
employment does not alwzys mean that houssholds are zbove the poverty line.

1.27 While subsistence agriculnure is the main source of income for the majority, the low
levels of crop productivity mean that households have to depsnd on several sources of
income, including remittances from bewer-off relatives. The high incidence of droughs
increases the vulnerability of the poor. In a normal year the poor ere barz]y able 10
generate sufficient resources and thus are unable 1o withstand any reduction in output
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caused by drought or other factors such as pests and/or crop disease. The recent
droughts of 1992 and 1995 have alsc worsened the conditions of the poor. Although
poverty 1§ more prevalent in rural aress, urban poverty is a growing phenomenon as
rural-urban migration increases but the economy is unable to provide sufficien:
employment opportunities in urban areas.

Health Indicaiors

1.28 The main recent sources of information on health siatus are the 1991 Census and

the National Demographic and Health Survey (NDHS) of 1992, Key statistics are shown

in Teble 1.6 (these include all the major indicators targeted by Namibia’s National
" Programme” of Actioni for ‘Children). The indicators show that levels of health znd

education in Namibia are well below what could be expscted from the couniry’s GNP

level. Namibia has the highest malnutrition level of any country in the world whose per
- capita income excesds US$1000.

Table 1.6 A Comparison of Health Indicators
for Namibja, Sub-Saharan Africa and Middle-Income Countries

Indicator (units) Namibia Sub- Middle
Saharan Income
Afriea Countries

Life expectancy (years):

Male 59 51 68
Female 63
Infant mortality rate (per 1000} 67 99 43
Under-5 morality (per 1000) | 87 170 35
Maternal mortality (per 100,000) 223 590

Nutrition indicators (children under 5)

Severely underweight

Moderate & severs underweighi
Severely smnisd '
Moderate & ssvere stunting
Severgly wastzd

Moderate & severs wasting

{8 o
gv:)!——npopo_ChUl
h s L -

O
a3

Accsss to potable water (%)

Source: UNICEF, Country Programme Swaregy Paper, May 1993,
World Bank, World Developmen: Repor 1994
1991 Namibian Csnsus
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Education and Lireracy

1.29 Primary school enrolment rates rose rapidly from 60% in 1990 to 83.5% in 1993,
thanks 1o an active drive 10 improve education and literacy levels and the introduction
of free primary education. Unfortunately, the effort has been beset with high drop-out
rates, limited number of gualified teachers and marerials. Lack of education seems to be
factor associated with poverty. Van Rooy er al found thar poverty decreased if the head
of the household had secondary education or above®. Adult literacy is regarded zs 2
key developmem indicator, but findings are very sensitive 1o the definition of literacy
used. The UNDP’s Human Development Report estimates adul: literacy at only 40% but
_ the 1991 census found that 76% of Namibians agad 15+ had attended school for four or
~more vears, (four years of schooling is ofien taken as the threshold for durable literacy.)

Warer Supply

1.3G Ic an and country like Namibia, water is a precious commodity. Availabiliry of
waier is a critical factor in comwibuting to the health and general welfare of the
population as well as the economic development of the country. At Independence, the

~sophisticated and well resourced bulk waizsr supply to the main urban centres contrasted
starkly with the negiect of rural commumities’ warter requirsments: it was estimated that
only 50% of the rural population had access to safe water in 1990. Since Indspendence,
some progress has bzen made through the construction and rehabilitation of the 6,000
rural watar supply points.

Housing

1.31 Housing is a particular problem in urban arsas, where apartheid policies restricted
movemsant of the majority and accommodation was provided for single men in the
townships. With the removal of these restrictions, families have moved 10 urban areas
bur without sufficient housing many continue to live in these single living quarters or
in shacks in informal s=tflaments without services.

1.32 The 1991 Housing and Population Census provided datz o housing numbers and

quality. It showed thar in 1991, only 63% of those in urban areas had adequate housing.

The remamning 35,200 households lived in single quarters and improvised housing. By

1994, with the increase in the urban ponulation, it was estimazed thar 37,071 houszholds
were sill in nsed of improved housing.

1.33 Siace Independence, Government has initiated programmes to increase access o
housing in vrban arsas through & housing parastatal, the National Housing Enterprise and
the Build Together Programme. Since the Build Together Programme startsd in 1992/93,
53,379 families have benefined fom the loans scheme for the purchess of plots,
consiruction of new housss and upgrading of existing housss,

> Ven Rooy, G. E: 2!{1994) Household Subsistence Levels in Threz Communities in Namibia, SSD,
University of Namibiz, Windhoek.
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Table 1.7 Summary of Social Indicators

o

1989 1950 1991 .1992 1933 1994
Education
No. of schools 1,171 n/z 1,225 1,325 1,354 136%
No. of teachers 12,883 a 13,925 15,257 15,280 15,727
Primary enrolment 307,407 315,528 339,17¢ 345,411 352,100 366,666
Secondary enrolmeant 58,769 1, 72,288 £3,819 92,136 101,772
Expenditure (% of GRN total) 18 23 23 24 23 27
Adul literacy rate 60
Net enrciment ratio 83
 Pensions
Minimum state psnsion 33 92 120 128 133
(NS per month)
Coverage (% of eligible)
Housing
Build Togather {houses) n'z n/a n/a 1283 1009 1300
Narional Housing Enterprise 822 718 351 158 267 73
Human Develoomen: Indicator
{rank_of 172 counzrizs}
Ranking by GDP per capite 60 77 84 o8 g4
Overall Ranking 86 105 122 133 127
Sociz! sestor expendinure
(% of GRN 1oml) 33 30 42 41 47 48
Source: SO Statistical Abstract 1993, National Programme of Action 1991 and 1993, Demographic aad

Hezlh Survey 1992, Human Developmen: Reporis 1990-1954, Public Expenditure Revisw 1994,
Nerionz! Housing Enterprise, Dirsctorats of Housing

Access to Land

1.34 Ons of the key causes of poverty in Namibiz was the colonial expropriation of land
from the black majority and transfer to 2 few white settlers. Until the 1980s blacks were
unabie to buy land and ware forced to live in smaller, marginal areas or become farm
Jabourers, While white commercial farmers had access to subsidies, services and cheap
labour, the majority was denisd such services, unable to improve farming practices and

productivity.

1.35 Some 4,200 commercial ranch owners control 44% of the national land area, while
138,000 housshoids in the southern, western and northern communal areas have access
to 41% (33.5 mhe). Becauss of the erid climate and poor soils, only about half of the
total land is usable for Hvesiock and crop productior, and of this aree, the major portion
(73%) is used by commercial farmers while the remaining 27% is for use by the majority
of the population. The average size of commercial farms is estimated &t 7,200 heciares,

10
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compered to'an average for black-owned livestock farms of 333 hectares; black arable
farms have an average of 10 hectares or less.

1.36 Namibia is the most arid country in sub-Saharan Africa, with a national average
rainfall of 250 mm. Even in the north-zast, where rainfall averages 400-600mm, this
level is still considersd marginal for arable agriculure. For livestock production, the arid
climate means that large areas of land are required, ranging from 8-10 hectares per
Livestock Unit (LSU)™ in the north 10 20-25 hectares per LSU in the south-west. As
the rural population has grown, the expansion of agricultural production on marginal land
has led to environmental degradation which hes exacerbated poverty in many communal
areas.

'1.37 ‘Since Independsnce, grazing lands within communa! arzes have been fenced off by
incividuals, thereby prohibiting access to this land by other community members. These
individuals retain their access to communal grazing lands, thus further reducing the
evailability of grazing resources for the majority. Government is in the process of
estzblishing the necessary legislative framework 1o reform land rights and administration,
as explained in detail in Part B. Government has also earmarked N$S20m to be spent
annually for the purchase of agricultural land in order to redress inequalitiss in land
“"ownership.

Access to Credit

1.38 I the pre-Independence peried, the majority was also denisd aceess to credit and
the means of increasing agricultural owput and developing small scale enterprises. By
comparison, the white minority was providad with subsidisad services and crediz through
the Agriculural Bank of Namibiz and the First National Development Corporation
(FNDC). Since Independence, Governmen: has begun to restructure thess financial
institutions, through reducing subsidies on interest rates and dirscting resources o the
previously disadvantaged.  Further reswucturing of these financial institumions and
introduction of credit schemes targsted a: small scale producers will be one of the key
srrategies for imcreasing growth during the next five vears. Govamnmen: has also
esteblished new avenuss for credit provision including the 4griculrural Credis Scheme
under the suspices of the Agricultural Bank of Namibia and the Jok Creation Fund
which has been allocated N540m a5 sart-up capital,

" Conclusion

1.35 The immediatz chellengs for th: Governmsnt at Independance was to achisve 2
peaceful transition 10 dermocracy. Govsrnment has succesdsd in promoting z peaceful
democracy and polifical stability, within the framework of constitutionally guarantesd
rights, democrafic principles, nationg! reconcilistion and affirmative action. The
economic obstacies to development inhsrited at Independence have perhaps proved more
tenacious. While approximately half of the population are considared 10 be below the
poverty line, Government has made progress since Independence. Redressing previous
inequalities hes started through increassd expendinvres on health and education, and the
mtroduction of services directed 1o the previously undsr-served majority.

[4] A Livestock Unit (LSU) is roughly equivalen: 1o 1 head of cattle or 5 sheep or goats.
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+ 2. Economic Structure and Performance since 1990

[

1 This Section describes the structure and performance of the Nezmibian economy
since Indepsndence, highlighting the narrowness of the economy, its vulnerability to
external shocks and the constraints to growth. Namibia’s economy is dependent on =2
few natural-resource based seciors, most of which are capital intensive and have, as vet,
made little contribution to increasing employmem and reducing income inequality.

2.2 In addition, the openness of the economy increases Namibia's dependence on and
vulnerability to external events, being heavily influenced by price changss in the regionai
and world economies. Govemmen: has limited control over kev monstary and trade

- policy instrurnents as a result of Namibia’s membership of the Southern African Customs

... Union and the Common Monstary Area. . These faciors are potentiz] constraints to
economic growth and present a major challenge, particularly with respect to the
diversification of ths economy into areas with greater potential for increasing incomss
and employment, as discussec in more detail in Section 4.

Structure of the Economy
2.3 Namibia’s Gross Domestic Product was N§ 8.372m (US§ 2,497m) in 1993 giving

it 2 per capita income of N§ 5,585 (USS$ 1,650). This compares favourably with US$
2,670 for South Africe, USE 370 for Zimbabwe and USS 330 for Sub-Szharan Africe as
e whole. Namibia's economy 1s.characterisad by colonial exploitation where large muld-
national firms and settler farmers exploit nawral resources for expost, leaving other
sectors largely undeveloped. Figure 2.1 shows the breakdown of GDP by economic
sector in 1994, The two main productive sectors are large scale commercial agriculture
and mining, while fisheries and fisk processing heve besn increasing iz importance.

Agriculnure

4

2.4 While subsistence agriculure provides the largest source of smployment. its
contribution 1@ GDP is oaly 3%, due 10 low productvity levels in the communal secior.
Productivity is conswained by the anc climaie and poor soils. The full potential in the
subsistence sector is not realised becauss of the low input/outpur tschnologies resulting
from years of neglect and lack of access to credit, training, researck and extsnsion
services.

2.5 Commercial agriculmure by comparison contributes about 7% to GDP and involves
mainly livestock production, which contributed 90% of agriculmural GDP in 1992 and
ebout 10% of merchandise export earnings berwzzn 1990 and 1994. Beef is exporiad
primarily o the South African market. Howsver, Namibie has bzen gramied preferantial
access 1o the Europsan Union market under th: Lome Cenvention, with a quota of
13,000 tonnes of boneless beef for 19935,
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Figure 2.1 Contribution to GDP by Industry, 1954
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Mining

2.6 Namibia i1s well endowsd with 2 vaniety of imporiani minerals, ranging from wozld
class dsposits of uranium and diamonds to smaller bur significant deposits of gold, silver,
tin, lead, zinciand copper. Ofishore, a large gas fislé has been discovered and there is
a high probability that economic deposits of cruds oil exist Mining and exploration
activiies are undsrtaken by the privaitz szctor, consisting of 2 faw foreign and
multinational companies a2s well as an undetermined number of small scale Namibian
miners, with Governmsn: providing the necessary support and information for thess
activities. In 1994, Governmeni became a major sharzholder in the couniry’s main
diamond mining concern, Consolidatzd Diamond Mines(CDM). In an agreement with
De Beers a new diamond firm (NAMDEB) wes created. On average Mining has
generated 17% of GDP, since 1990, though of latz its performznce has been difficuli tc
predict. N

Fisheries

2.7 The fishzries sacior has increesed in importance since Independence and the sector
shows promise for further growth during the NDP! period. The Namibian fishing
grounds arz one of the largest and most productive coastal fishing grounds in the world,
but because Namibia’'s international status was not recognised prior to Independence,
fishing took place in these waters withour controls and with limited benefits to the
people of Namibiza. Since 1990, Government has beer able 1o revarse the dscling in fish
stocks through the introduction of a 200 mile Exclusive Economic Zone and conirols on
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the number of fish caught (Total Allowable Catches). Since the introdubtion of these
controls Namibia has experienced significant increases in the fisheries and related fish
processing sectors: their share of GDP rose from 4.4% in 1990 to 8.6% in 1993, with
exports of fish and fish products accounting for close 1o 25% of all exports in 1994,

Government

2.8 The suwiking feature in Figure 2.1 is the importance of Governmen:. In 1991
Govemment accounted for 25% of total non-subsistence agricuimre employment. Taxes
and expenditure totalled 29% and 37% of GDP respectively, and public investment 33%
of total investmeni expendimire. Since Independence. Government expendimure as &
~-proportion -0f GDP has grown t¢ 43%. This corresponded to the need to establish and
- Organize governmeni institutions in accordance with the requirements of the naw
constitution and the functions of an independent and democratic state. New organs had
to be created in the executive, legislative and judiciary systems. In addition thers was
a perceived nesd to restructure the public service and attempt to meet raised expectations
of social change and the challenge to expand social services zs 2 means of addressing
social inequities. This had to be accomplished in the context of the constirutional
_agreement not to dismiss any public ssctor persennel from the previous administration.

2.9 The change in the composition of GDP since 1980 by broad secior is shown in
Figure 2.2, The trend away from primary to tertiary induswies is particularly marked
since Independence, with the decline in mining and growth in gensral government. The
almost constant shars represented by secondary (manufacturing) industries is particulariv
siking. One orf the major challengss of NDPI is to incresse the conmibution of
secondary industries,

2.10 Diversification goes hand in hand with investment in new seciors. Some
diversification of the economy has occurred since Indspendence. Despite the current
growth in new sectors such as fishing and manufacturing (which has averaged over 10%
annually since Independence), their coniribution to GDP remains limited because they
began from & small base. The share of zgriculture in GDP has been static at just over
8%. Government has accountsd for a substantially incrsased share of GDP in the post-
Independence period. In the short-term, growth in the economy remains dependent on
Government and the mining secior,

~Eeconomic Growth

2.11 The growih of the economy hes besn irregular, and generally modest. This is partly
dus to lower levels of privatz ss=ctor invesiment and partlv because of unfavourabie
developments in world prices for Namibiz’s major products. In addition, the internal
situation. particularly the uncerteinties perceived ar Independence and the legal and
instinmtional framework seem 10 heve stifled the economic dynamism of the majority of
the population. High labour cests (in relation to productivity) and restrictions imposed
by the domestic private s=ctors have discouraged internationz! invesiors. Wages in
Namibiz are much higher than is commensurate with the skill profile of the labour force.
As & resuli, the economy has not grown as rapidly as expected. There is a pressing nesd
to revive private investmeni, diversify the narrow production and export base and
maintain fiscal discipline in order 10 revarse the wend of economic dacline.
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Figure 2.2 GDP by Sector, 1980-54
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Tabie 2.1 Contribution to GDP by Industry, 1985-89 & 1980-94

1985 to 1989 1990 to 1954
Agriculture 10.4% | 9.3%
Fishing 1.6% 2.7%
Mining and quarrying 27.5% 16.9%
Secondary sectors (excluding fish 8.2% 8.1%
processing)
Fish processing ' 1.9% 3.3%
" Tertiary sectors (exclunding Government) 37.5% 31.4%
General Government 22.2% 27.3%
Source:  National Accounts 198G-1994, CSO, 1995 (Period Averages 2z Cumrent Prizes)

2,12 Despite prolonged drought in 1991 znd 1992 and susizined world and regional
economic recession, the Namibian economy has performsd betisr since Indepsndence
than a: any time since 1980. However growth has been eratic, with substantial growih
in 1001 and 1997 driven by increasss in diamond mining and fishing. The fishing and
fish processing sectors heve grown at an average of 17% annually since Independencs.

sse increases were then offset by z dramatic decline in the mining sactor as a result
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of the slump in diamond and uranium prices and the world recession in 1993. The net
result was an average real GDP growth of 3.5% per year between 1990 and 1994. With
population growth at 3.1%, this was not sufficient to provide for substantial growth in
real GDP per head.

Figure 2.3 GDP & GDP Per Capita, 1980-94
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2.13 Namibia's pre-1990 economic siagnation was accompanied by 2 long-term decline
in fixed invesmment from & high in 1980 of over 27% of GDP to abou: 20% in 1990.
Although fixed investment rose in the period prior to Independence from the low point
of 1986, this was due almost exclusively io the construction of two relatively large
diamond mines. Figure 2.4 displays trends in gross fixed cepital formation since 1980.
2.14 However, since Independence, ageregate invesmmen: hes failed to return to the
levels of the early 1980s. This can be explained by the large amount of military
investment, 1n beses and airfislds, underalken by the previous ragime in the early 1980s.
Public investment in gross fixed capital hes risen in line with GDP growth. Although
batwezzn 1990-1994, overall investmeni averaged 17.4% of GDP, this has not been
- sufficient, in the face of rapid population growth, to maintain the per capita capital stock.
However, Nemibia's current investment level places it firmly in the middle of similar
middle income countries. Nevertheless, toral investmen: in Namibia siill lags behind
dynamic economizss such as Thailand, Mauritivs and Malaysiz. and could be increased.

2.15 The share of investment financed from domestic savings has remained stable.
Howsver, It must be noted that this stability disguises the fact that public sector savings

16



Round Table Conference

have been negative since 1990. As discussed in section 2.23, Namibia’s capital account
deficit indicates that it subplies savings to the rest of the world. Government has
adopted measures aimed at contolling and reducing this drain on savings since
Independence. (see section 10.9) ;

Figure 2.4 Gross Fixed Capital Formation as % GDP, 1980-94

of GDP (marlket pricas) :
or

Ta
-1
(o]

WNote: Gross Fixed Capite! Formsation: doe: not includs additions to inventories

Table 2.2 Gross Fixed Capital Formation (% of GDP)

Investmen: 1680 1990 19981 1992 1993 1004 90-
>

ol

Private 11.4 12,7 8.3 11.3 12.0 10.7 11.0
Public 1 15.6 7.6 8.5 . 8.2 ) 7.4 6.9 73.
_Totai 26.9 20.3 148 19.5 18.4 176 18.3

Source: Revisad National Accounts, CSO 1525,

2.16 With the excepiion of the north of the country and other Native Reserves, the
coloniel period left Namibiz with & reletvely well-deveioped physical infrastructurs b
a large deficit of humen capital (educated and healthy people). The f2ll in public
physical investment has 1o soms extent been the result of the necessary increzse in
investment in peoplz.  Spending on health and educztion ross significantly after

17



Round Table Conference

Fi:gure 2.6 Physical and Human Capital Formation, 1990-93
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Independence. Figure 2.4 shows thar the inclusion of Govemmen: budget expenditures
on the Ministry of Educatzon and Culture and the Minisuy of Health and Social Services
dramatically improves the picture of investmen: pzrformance.

International trade

2.17 International trade plays a major pert in the dsvelopment of the country, There are
current efforts by Government o expand the opporwnities for trade and ransactions with
the rest of the world. Namibia currenily has 2 sound balance of payments position.
However, for three reesons the economy remains vulnersble to changss in exogsnous
factors. The Namibian economy is exwemely open: the ratio of total exports and imports
of goods and szrvices 10 GDP are very high, ar 55% and 63% respectively since 1990,
‘Second, merchandise exports are narrowly based and dominaied by the mining s=ctor,
mainly diamonds and uranium. Despite the declining trend in mining, it is stll very
smmm,am mining accoumiad for 538.2% of toral exports betwesn 1990 and 1992 and fell
w0 43% bstweern 1992 and 1994, Third the economy is closely linked to South Africa
comm="cla11v and financially. The majority of Namibia’s s imports and 24% of Namibiza's
exports arrive from or are destinad for South Africa, hemce any instability in South
Africe will clearly affect Namibiz. This makes Nemibia vilnerable to £X0genous
changss as occurred with the serious decline in Namibiz's terms of wade since the mid-
1980s, when import prices increassd fasier than export prices. Namibia's vulnerability
is exacerbared b} the dependence on the exporis of & few primary goods with very little
value addsd tzking place in Namibiz.

i8
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- +2.18 Manufactured products accounted for just 9% of merchandise exports in 1990 and
these consisted almost exclusively of processed food and beverages. The lack of
manufacturing capacity obliges Namibia to import almost all consumer and capital
goods. Under the pre-independence relationship with South Africa, Namibia became &
captive market for South African manufactured goods which still make up as much as
75% of imported goods.

2.19 The degree of dependence on the South African economy goes much further than
simply being Namibia’s chief source of imports. The Namibian economy is highly
integrated with Sourh Africa. Namibia belongs 1o the Southern African Customs Union
(SACU) with South Africa, Botswana, Lesotho, and Swaziland. Together the five
countries share & common external twade tariff and goods are allowed to flow across
borders unimpeded by tariffs or other restrictions. Membership of SACU brings costs
and benefits: it reduces Namibia's options for setting of tariffs and changing Namibia's

- -competitivensss, while a: the same time, Namibia receives significant receipts from
SACU, averaging nearly 30% of total revenues betwesn 1990 and 1994

2.20 At iIndepend=nce Namibia's currency was the same a5 Sowth Africa’s, the Rand. No
independent monstary policy was therefore possible. Namibia is 2 member of the
Commeon Monetary Area and the new Namibian currency, the Namibie dollar inroduced
~7in September 1993, is pegosd one-for-ome with the South African rand. Namibia’s
exchange rate policy has therefore been identical to that of South Africe. The rend
remains on a crawling peg system the rate of change of which is related to 2 wade-

weighted basket of foreign currencies. The average real effective exchanoe rate has

remained mors constant, with nominal depreciations Offsetiing 2 higher rate of inflation
in South Africe and Namibia than in her wading parmers.

2.21 The pegging of the Namibia dollar to the Rand requirss that the Bank of Namibia
operate its monetary policy broadly in line with tha: of the Reserve Bank of South
Africe. Many Namibian banks and financial instituiions remain integrated into the South
African banking system. The Bank rate of interest in South Africa rose sharply in the
iate 1980s, but hes fallen from 18% in 1990 to 12% in the las: quarer of 1993, The
Namibian Bank rete of imerest has closely followed thz: of South Africz since
Independence. Given the parity of the Namibiz dollar with the Sout: African rand, the
only macrosconormic stabilization 100l for Government is fiscal policy. Under the current
fixed exchange rate the impact of a rising deficit assumes greaier Imperative. It could

cause the dollar 1o be overvalued, if it fusls wage inflation.

Capital outflow

2.22 The closs imzsgration with South Africe, the presence of meny South African
financial services companies in Namibia, the low rate of domestc invesmment and the
perception of limitzd Invesmment opportunities heve combined 10 put Namibiz in the
unusual position of bzing an exporier of capital. This is discussed in greater derzil in
Part D,
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Figure 2.7 Savings & Investment, 1980-94
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Balance of Paymernis

2.23 Table 2.3 shows Namibia's balance of payments position for 1990 to 1994. The
balance of paymen: position is characterisec by increasing current accoumn: surpluses and
capital account deficits. A surplus on the current account of the balance of payments has
been maintzined throughout the post-Independence period. With the exception of 1990,
Namibia hes exporied & higher value of merchandise goods than it has imported. These
surpluses are more than offset by ner imports of services bur the current account as &
wholz hes been consistently in surplus es & conssquence of high net investment income

T T
)

and wansfers in the form of aid and SACT payments.

2.24 The current account surplus hies been mirorad by a deficit on the capital account.
There ars signs of change and it appsars tha: Government's efforts to create an improved
investment climate ars meaking soms progress. The capital account shows healthy signs
of increassc. direct invesument in Namibiz from abroad and dzcreasing (bur still largz)
outilows of Namibian savings abroad in ths form of portfolic investments through life
assurance and pension fund companies,
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Table 2.3 Balance of Payments, 1990-94 .
current N§ million
1990 1991 1992 1993 1994
(prov)
Merchandise exports 2,806 3,351 3,826 4,214 4,662
Merchandise imports (2.892) (3,052) {3,601} (3,815) (4,106)
Services (net) (635) (674 (1,067) (897 (813
Transtars (net) 756 837 1,050 883 920
Income (net) 105 266 78 197 133
[A] Currentaccount ;23 3gg 296 882 g
| Direct invesimen: (net) 313 230 78 88
Porifolic investment (net) (488) (872 (721) (433) (750
Other (ner) | (117 a4 213 200 282
[B] Capital account ) {532) (313) "_“"(278) (175) (440)
~ [C] Change in reserves 93 (34) (19} 208 266
[D] Balancing item (errors) S04 91 (37) (109) 42
AJ+[BJ-[C]+[D] 0 ] 0 0 0

Nots: Negarive numbers in parantheses

Sourcs: Bank of Namibiz, 1083

Terms of trade

2.25 The decline in Namibia’s terms of ade experienced since the mid-1980s continued
berwsen 1990 and 1992. Indeed, the country hes experi=nced iremendous and adverss
fluctuations in international prices. In 1993, thers was an umprovement in the rerms of
trade 1o nsarly their 1990 level, dus to 2 rapid improvement in export prices as against

a moderate increasz in import prices. Nevertheless, this represents e daterioration es
compared 10 the 1980s and is one result of the lack of structura] changs in the 2conomy.

If Namibiz is to become less vulnsrable to fluctuztions in the terms of trade, it must
~diversify its exports. Trade policy is & crucial element in a diversifisd and export-
oriented growth swaizgy.

LY

Infiation

2.26 Due 10 the dominant influsnce of South African-produced goods in Namibia's
umports, and the pagging of the Namibiz dollar to the Rand, consumer price inflation
remains heavily influsnced by the beheviowr of prices in South Africe. Prces in
Windhoek are generally 20 to 23% higher than those in Johannesburg due to extra
transport cost from South Africa and oligopolistic tendencies in 2 small market. The high
cost of domestically-produced goods and services also influsnces overall inflation.
Currently Namibiz’s high public sector wage and salary bills and the rising budgsat deficit
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Figure 2.8 Balance of Payments, 1990-94
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consiitute an add=d source of price inflation.

2.27 Governmsnt's objective of achieving rapid growth with macrosconomic stability
requires. that price inflation be kept within reasonable limits. Consumer price inflation
rose from 12.1% in 1990, 1o 17.9% and 8.6% in 1992 and 1993 respectively.
Subsequently inflation rose to 11% in 1994, These inflation rates are broadly similar to
those of the 1980s, when inflation fluctuated bstween 9.1% and 15.5%.

Employment Trends

2.28 Prior to Independence employment opporunities were denied to the majority of the
labour force through discriminatory laws and practices, & situation which was
compoundad by the lack of good education and vocational training. As & result few
~ blacks had the necessary skills for formal or self employment. In 1991 fewer than 11,000
people had received technical or vocational waining and fewer than 8,500 people had,
attended universizy.

2.29 The introduction of the Lzbour Code in 1992 has eradicate¢ most repressive
practices, but the structural imbalances in the economy described above and limited
“supply of skills makes it difficult for the majority to find employment or to start income
generating activities apart from subsistence agriculmre. Opportunities in arable
production are jimited due to lack of water and low productiviry resulting in little or no
surplus beyond ths needs of typical poor household. It hes been estimated that less than
20% of household income is derived from agriculmure in former Ovambo region (with

1

under 1% being derived from crops), 16% in Kavange and 34% in Caprivi.

[}
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Table 2.4 Employment, 1991-94 .
Thousands
Sector 1991 1992 1993 1954
Agriculture (commercial) q 4 4 4
Agriculture {subsisience) 137 141 144 150
Fishing 2 2 7 7
Mining 14 13 11 11
Manufacturing (excl. fish) 12 12 12 13
Fish processing 2 3 5 3
Electricity and warer 2 2 2 2
Construction 14 10 20 20
~ Trade 33 33 35 37
Trensport and communication 10 10 10 11
“Finanee and busings: sarvices g e 8 10
Social services 10 10 10 1o
General government 57 69 73 73
Other produzers 3 3 3 3
Torz! forma! employmen: 181 150 202 204
Informal employment 43 141 143 14%
" Labour force 452 510 528 544
Unemployed oz n/z n'a n'z
Source: NPL adiusted Population and Housing Census 1951 and NPC projections

2.30 Data from the Population and Housing Census (1991) and labour force surveys
indicate that just over half the population are considersd to be economically active, with
the majority of those employed in subsistence agriculmre (47%). The second larges:
employer is the public sector, while manufacturing (including fish ané meat processing)
in conwast employs less than 9%, and the mining and construciion ssctors each employ
only 6% of the towal labour force.

2.31 According io the census data jus: uader 19% of economically active population
above 15 conmsidered themselves completely unemploved in 1991. The level of
unemployment is much higher in the wban population - 26.1% compared to 16.2% in
rural arsas. Unsmployment is also higher among the vounger section of the population:

53% of the unemployed are under 23 years of age. Bur thase figures do not completely
eveal the full extent of the problem. A 1991 lzbour force survey showed that over 41%

‘of the economically active population were underemployed (33% of men and 49% of
women). Recent estimates put unemployment rate at sbour 30%. Anecdoral evidence

suggests regional variations in this rate, with the south facing slightly higher rates than

- the north. - The current trend in unemployment can be attributed to: the overall sluggish -
economy since the 1992 drought, a freeze on public sector hiring as part of public sector

rationelization, and the declinz in the mining sector, especially retrenchments by
Consolidated Diamond Mining, (now renemsd Namdeh) the largsst private secior
employer.

2
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2.32 Since Independence, iotal employment has risen but mainly due to increases in
public sector employment. Nationa! Planning Commission projections suggest that
unemployment and underemployment worsened since Independence. With nearly 16,000
persons being added annually to the labour force, this situation exerts considerable
pressure on policy makers to identify opportunities for job creation. A particular factor
which has slowed the creation of jobs has been the continued bias of the Namibian
economy towards capital-intensive techniques. Some sectors such as diamond mining
are inherently capital-intensive. However, in seciors such as construction and industry,
there is potential for substinuting labowr for capital. Government will introduce policies
to encourage such substitution.

Government Finance

'2.33 At Independence, ‘Government was obliged to restructure the civil service to reflect
new priorities. io the context of 2 pre-Independence agreement to guarantes the positions
of civil servanis of the former adminismation, this implied incressing recurrent
expenditure. Wages and salariss consumted 24% of total expenditure in 1989/90, and
had risen to 49% in the 19953/94 Budgszt. Government, recognising that this trend was
unsustainable, introduced & freeze on recruitmen: in Government in 1993, As a result,

~the rapid risz in the budget deficit has bsen contained and the level of expenditure on
wages and salaries has stabilized at 48% 1n 1994/95.

2.34 Since 1990, 2 growing budger deficit has emerged dus to this increassd expanditure,
& fall in the growth of revenues and worsening terms of wade. The rate of growih of
revenuss declined, from an average of 7.3% per annum in the 1980s, 10 an average of
2.6% berween 1990-1993. Expenditures continued 1o grow at an average of 5.5% during
the same period. From a position of budget surplus during the 1980s, the deficit grew
from 1.2% of GDP recordad in 19290/9]1 o0 3.4% in 1992/93. Since than, Government
has moved 1o reswict the growth of the deficit and provisional figurss for 1994/19935
showing the deficit below the 5% mazk. Government has set a target deficit figure of
3% of GDP 10 be achisved by the end of the NDP! period.

2.33 Government's deficit reduction straiegy has focused on attiempiing to expand
revznuss collscted through, expanding ths tax base and improved efficiency in tax
collection and administration. Expenditures have also been reduced in response to the
rising deneit. Howsver, Governmeni continues to borrow to finance the deficit. The
rasult i5 that total debt outstanding has increased from 13.5% of GDP in 1989/90 to
17.7% of GDP in 1992/93. As of 1994/93 financial year, iotal outstanding public debt
was recordsd ar N32065.0 million which is equivalent 10 19.5% of GDP. This is sill
low by internationz! standards. Namibiz’s sound credit rating therefore provides the
Government with the option of bortowing on intsrazsiionel markets 10 finance long and
medium term development.

2.36 At Independence, Namibia inherited a debt of R 714 million, nearly 13% of GDP.
Most of this dzbt was owsad to South Africe, but, following the transition to democracy,
South Africa agrs2d to cancel the remaining dzbt  Since Independznce Namibia hes
pussuad a conservative foreign borrowing strategy and the present debi 1o GDP ratio is
one of the lows=st in the waorld. In 1993, Namibiz's external debr to GDF and debt-
service ratios ware 12.5% and 3% respectively. These ratios are low compared to other
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low-income and middle-income countries. The debt to GNP ratio in 1992 averaged 61.2
for low-income and 40 for middle-income couniries where their respective debt-service
ratios were 24.5 and 18.4. Government has moved to curb the budget deficit to ensure
that this favourable position is maintained. .

2.37 Indebtedness need not be a problem if it is used to finance prudent investmment. The
level of domestic borrowing will be determinad by taking into account its effect on the
domestic financial market. This steadily smaller deficit will be financed primmarily

through the sale of Government treasury bills and bonds to the domestic market,

Development assistance

- 2.38 Independence opened the way for official development cooperation with overszas

..donors. . In the first four years of Independence, Namibiz received Toreign assistance in
the form of grants in cash and in kind in the order of US5450 million during the first
three years of independence. Table 2.5 shows the support to Nemibia for the first four
vears or [ndependence. Total resources 1o Government have risen and then fallen with
& greater proporiion of assistence taking the form of non-budget support for projects.
The fluctuations are explained by changing levels of food aid and EIMErgency assistancs

~recetved during drought years. Thess issues are treated in more detail in Section D.

Table 2.5 Foreign Development Assistance to Namibia, 1990-94

current N§ million

Type of Assistance 1990 1991 1952 1993! 1994!
Cash grants 14§ 240 396 323 308

Budgs: support 1o GRN 62 158 5 127 154 .
Non-budgs: supperr 10 GRN 8 17 3 125 116
Grants to Namibian NGOs 70 €7 3 73 3
In kiné grans , 143 123 184 123 114
Goods 76 23 72 54 i¢
Services (inciuding TA) 58 B¢ 87 75 [
Educational scholarships ¢ 16 15 10 1¢
253 363 580 4438 422

Total Grants

Notz: 1 provisional
Source: Bank of Namibic (unpublished Moy 1993)

LY
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Economic Outlook And Growth Prospects

ha

3.1 Namibia's shori-term growth prospects appear favourable and are essentieliy
determined by exogenous factors. Medium-term growth prospects are more uncertzin
but have the potential to be excellent. To realise short<term growth targets, Government
will create an enabling environment conducive to private sector development and will
diversify the sources of growth. In the short run, better climatic conditions and upswing
in the worid economy and the South Airican economy are expected to rekindle growth
which will be primarily expori-led. In mining, the improved outlook for the world
economy should incrzase demand for diamonds and result in slightly higher growth for
the sector, even though acmal volumes will remain unchangzd. Continued good yields
from offshore marine operations will contribute to the recovery in mining. Uranium
exports could recover slightly as sales commitments at the higher export price are
satisfied. Quotz allocations indicate that processed fishing will continus 1o grow rapidly,
in catch and in exports becauss of increased invesmment and the move into higher value-
added fish production. A recovery in the South African economy. due to the lifting of
sanctions and the twansition to democracy will have favourable effecis or growth in
Namibia.

3.2 The achievement of medium-term growtih targets hinges critically on the nation’s
abilitv 10 manags skilfully the transition from 2 heavily primarv-based economy to one
whosz engine of growth is centred in the secondarv and tertiary sectors. The improved
periormance of procsssed fish is forscast 10 iaper off towards the end of the decade. In
addition, mining output {excluding diamonds and uranium) is expecizd 1o deieriorats,
while the resurgence in diamonds and uranium will be vulnerable to world prices and
demand. The outlook for agriculture is not toc encouraging for existing products. In
particular, beef prices are expected to f2ll sieadily in real terms in the medium-term. All

ese expecied daclines poimr to the nesd for Namibia to capture new sources of growih.
Two maein argas heve besn identified: tourism and manufacmuring. A three-prongad
stratecy that maximizes the cwrent boom in the fishing secior and focuses on sector-
specific policies in tourism and fshing will take advantage of Namibia's natural resource
endowments and address the pressing nesd for employment creation.

Preconditions for Growth

3.3 An important determinant of macro-sconomic stability is the size of the fiscal
dsficit. A pruden: fiscal stance is important for economic growth for thrze reasons.
First, a non-susiainable deficit is infladonary and can lead to excessive debr, crippling
future growth. Sscond, the size of the deficit raflects on the Governmeni’'s macro-
economic management skills, and hence fusls investors™ perception of risk and reduces
their willingness to invest. Third, large deficits mean lower public savings and forces
the Government to borrow which can lzad 10 crowding our of private investment, though

this is not currently sesn as a mzjor problem in the short term.

]
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3.4 In addition to maintaining a prudent fisca! stance, Government will improve the
allocation of expenditures to increase efficiency. As Government expenditure constitutes
almost 40% of GDP its composition can contribute greatly to growth. On the current
expenditure side, expenditure that contributes to strengthening the human capital bese
and improving the skills of the labour force will increase productivity, clearly noted in
NDP1. With respect to capital expenditure public, invesiment in economic infrastructurs
will be important. Maintaining a reasonable network of roads, a weli-located port
(Walvis -Bay), and satisfactory telecommunications within the counirv and with the
outside world are crucial.

3.5 A study comumissioned jointly by the Mimistry of Environment ancé Tourism (MET)

and the National Planning Commussion (NPC) found that approximately 280,000 tourists
‘visited Namibia in 1993 generating about N§500 million (10.9 percent of GNP) of
“which N5$160 million (3.5 percent of GNP) acerued directly to Government as revenue.
The abundant natural atractions and sound Infrastructure suggest that tourism could be
much expanded. Good communications with the rest of the world, the ready avaiiability
of international aivlinks, and & high standard of demestic roac nerworks underpin the
good infrastructure that Namibiz is endowed with; thess malie the counwv & prime
location for tourists confersnces anc meetings. The Government White Paper on

~Lourism (1994) estimates that with the appropriate policies, tourism could double its
current employment. Achieving these goals for tourism, and tapping its poiential, will
d=pend on committed and rapid implemenied of thz policies outline in the Government
White Paper.

3.6 On the basis of these developments, Government’s macro-scopomic model projects
that economic growth during the Plan period will be in ths range of 4.5% to 3%.
Obviously the impaci on poverty and income distribution cannot be readily assessed.
Government will adopt specific measures to ensure that income distribution will not
remain as skewad.

3.7 With resfaecz 10 the Impaci on employmant, it estimated that during the Plan period
empicvment will increase by 4% per annum, though without deliberate measures the
backlog or the nsw enirants 1o th2 labour force will not be absorbsd.  Thus
unsmploymeni, meay remain a: best at the preseni rate of abour 23%. These are some
of the critical issuss thar will coniront the Government during the Plan period. Indesd,
specific and major measures may nssd to be evolved to improve the rawe of lebow
absorption during the plan period 1995/1996 - 1999/2000.

o)
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PART B: Development Objectives and Strategies -
1995/1996 - 1999/2000

4. Development Objectives

4.1 Government has set the following as the national development objectives for 1993~
2000 period:

Reviving and sustaining economic growth

Creating employment oppoﬁmiti

Reducmn mbquahnes in income dlS rzbutmp

- Alleviating pover

4.2 These objectives outlined in the draft NDP1, commit Government to pursuing
policies as outlined in the Constitution, which include improving the welfare of its
citizens and promoting economic growth "based on the principles of & mixed economy
with the objective of szcuring economic growth, prosperity and e life of human dignity
Tor all Namibians" (Article 98). The Consttution also enshrinss basic human freedoms,
including the right to own and c11:.pos_ of property, which set democratic limits on the
“means Government can employ in pursuing its econormic and social objectives.
Government’s commitment to swive for economic and social freedoms within a
democratic framework is noteworthy and exemplary in Af wirica. Clearly, the Government
has fully commined itself 10 these goals during the past five vears.

National Development Strategy for 1993 - 2000

4.5 Government is aware that the effor: to achieve all four development objsciives may
embody certain trade-offs betwsen the differem Ob_] ectives. However, the NDP1 exercise
has enzbled Government 1o consider the wavs in whick all of thesa objzctives can be
met, identify ;possible trade-offs between them and begin to d°v lop mechanisms for
minimising the wade-offs. The preparation of NDPI was se & starting point in this
process. Naturally, there is still some way 1o go in dpvaloumt‘ aD'QI‘Op;.lEL‘E“ policies and
strategiss for achieving all Government's objaciivas, as explainad further in Part C of
this document

4.4 The plenned stategy shows 2 commitmsnt to 2 mixed economy, in which the
private secior will play an imporiant role in income ané employment gensration. To
achieve this objective, Government will provide the necessary macrosconomic, legal,
r..crulaLo*'v and ipsdwutional framework 1o support privais secior develop*num
Government’s sirarsgy which is pivoted on the nesd to achieve mrowth with equity is
d#-p= ent on the provision of the necessary incentives to foreign and private invesiors,
while mesting the needs of the previously disadvantzged and vulnerable.
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4.5 Government’s strategy as outlined for the NDPI penod is based on the
following principles:

providing an enabling environment for private sector development
humer resource development

investing in pzople

increasing people’s participation

ensuring development is sustainable

making government more efficient and responsive,

4.6 Each of the principles is discussed briefly below, while Part C of the document
- provides a more ‘detailed discussion of key policies and programmes for achieving
Government objectives. '

4.7 Private Sector Development: The measures 10 be introduced are intended to
encourage private secior development and increassd participation of communities and
individuals in their own dsvelopment. Sines Independence, Government has started to
_develop an "enabling environment” for economic growth including;
R pursuing the appropriate macro-economic policies,
improving the regulatory framework,
provision of transport and communications infrasmucturs,
piaying an active and cazalyiic role in assisting the private sector,
concenwating on the areas with the greatest potzntial for job ereation and income
generatlon.

4.8 At the same time, Government sees private ssctor growth as the best means of
reducing poveriy while recognising that there is still 2 nead for Governmen: targeted
programmes o alleviate poverty, particularly for the most vulnerable. The most
vulnerable include children and women in difficult circumstances, those suffering from
abuse and discrimination, alcohol and drug abuse victims, the elderly and disabled, and
communities affected by disasiers and emergencies such as drought. Such support will
focus or helping the vulnerable 10 become more self reliant, whare appropriate.

4.9 Human Resource Development: Human rtesources development refers to the
- skills, knowledge and waining embodizd in the country’s population, it is & key strategic
componznts of sconomic development. Governmeni views human capital as an integral
part of the «counry’s capital stock and is taking sizps 1o rectify the critical human
resource problems inheritec at Indzpendence. Governmen: will continuz with measures
in this field including vocational and academic irzining and job creation programmes
outlinad in NDP1.

4.10 Investing in People: Government will continue its commitment to the provision
of education and health services (23% of the total resources for NDP! are to go io
education and 16.6% 10 health and sociz] services) and to redress inequalities by
reorienting services and faciliies to mest the nzads of those previously nzsglectad.
Investing in people will address the dual aims of improving the wslfare of the
population, paricularly the disadvantaged, end promoting economic growth, in
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recognition of the significant role that investment in education and training can play in
economic development.

4.11 Increasing People’s Participation: Government's developmen: strategy for NDP1
places increased emphasis on encouraging and empowering people, both individuals and
communities, to play 2 greater role in their own development. This approach has severzal
benefits: it ensures that programmess and facilities are designed and implemented so as
to meet the real needs of communities; achieve greater community commitment and
contributions to maintaining facilities; and reduced costs of maintenance to be borne by
Government. And most importantly, this approach can help 10 overcome the sense of
powerlessness felt by the majority of Namibians as a result of the apartheid policies of
the pre-Independence. authorities. .. R :

4.12 Local NGOs have been very active in encouraging the participation of communities
in their development. However, coliaboration berween NGOs, communities and
Government is a relatively new approach and Governmen: will continue to foster
stronger collaborative efforts with NGOs to develop community capacity in the design,
implementation and management of development programmes.

«~%.13 Sustainable Development: Sustzinable dsvelopmenr is development that lasts.
Government recognises the need for economic growth to be sustalnablz, not only from
an environmental perspeciive but also from = financizl, economic and instrational point
of view. The expenditure projections undsrlving NDP1 are basad o= & prudsnt Tiscal

- policy that will ensure the sustainability of public expenditures, by reducing the size of
the deficit and avoiding the need for excessive borrowing.

4.14 Other sustainability issues include the need to take .account of and plan for the
recurrent costs arising from development projects, inciuding donor funded projects.
Institutional capacity is another important aspsct of sustzinability.  Governmeni's
expenditure plans are also besed on an assessment of instinutional capazity to implement
development projects. Where necessary international technical expertise will be utilised
in an individual and imstitutional capacity-building function.

4.15 Ensuring environmental sustainability: Environmsnzal issues will play & major
pait in the approval of new projects in the NDPI, as weall a5 in ths formulation of
sectoral policies and programmes. A more detailed discussion of environmental

.. managzment is included in Part C.

4.16 The high raies of population growih make it all the more diicult to achjsve
increases in'per cepite incomes and to make thass increasss not only =zonomically but
also environmentally sustzinable. The majority of the population live iz areas which are
environmentally fragile and whers the fertility rates are highest: 6.3 toz! Tertility rate in
the northern communal areas compared to 2 national average of 5.4 according to the
Namibia Demographic & Health Survey 1992 (NDHS), which is among the highest in
the world. During thz nexa five vears Government will formulate 2 Population Policy
10 coordinate population relatsd programmes, such es healtk and aducetion.

4.17 Efficient and Responsive Government Services: Govemmen: will continuously
evaluate the size of the Public Service during NDPI, restructuring the composition in an
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evolutionary manner and devolving,certain functions of central Government. In addition,
steps will be taken to make Government more efficient and responsive io the needs of
the population, including defining responsibilities and developing capacity at the local
gavernment level. )

4.18 The ownership and efficiency of parastatals will be reviewed, and some activities
that remain within Government will be commercialised, such as the management of
tourism facilities and bulk water supply. Government will enter inte performance
contracts with parastatals so as to increase their autonomy and reduce the need for
covernment subsidies, while also ensuring that parastatal actvities are consistent with
Government’s social and environmenial policies. Government will alsc consider the

~expansion and introduction of cost recovery where appropriate, tking dus consideration
of the impact on equity and poverty alleviation.

4.19 Government will also aim to meake more effective use of limited resources, through

improvements 10 the planning, budgeting and monitoring systzms so that scarce resources

are aliocated 1o priority areas. Improvements to the planning end budger sysiem and the

links batwesr the recurrent and development budgets should be facilitaied by the recent

incorporation of the National Planning Comumission Secretariar into the Ministry of
.=Finance.

420 The discussion of secioral issues in Part C highlights the fact that many secroral
straregies and progro es sull need to be designed in dstall, and will nesd further
rasearch, through the collection of besic daiz and analysis of various devzlopment
strategies. Namibia is in the fortunaie positon of being abls to draw on relevani
research in the region, particularly counwies with similar ecological {(Botswana) and
politicel (Zimbabwe) circumsiances.

4,21 Inaddition, many sectoral strategies and programmmes cur across several institutions,
ingluding the private sector and NGOs. These coordination machanisms will need to be
strengthened during NDPIL.
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Part C: POLICY ISSUES
5. Macroeconomic Policy

Monetary Policy

5.1 Namibia’s membership of the CMA has an important bearing on prevailing
monetary and exchange-rate policy. The Namibia dollar will remain pegged at one to
one with the South African rand for the foreseeable fumure. In the Common Monetary
Area capital is allowed to fiow fresly betwesn member states which means that nominal
rates cannot differ substantially from South African interest rates without giving rise to
largs capital inflows or outflows. This implies that Namibia cannoi pursue an
" independent monetary policy, and thar the most imporant macroeconomic instrument
available to Government is fiscal policy.
Fiscal Policy
5.2 Since Indepsndence, Govermment has started o use the tax system as a tool to
~achisve national deveiopment goais. Direct tax rates for companies and individuals have
been lowered to improve the investment climate and promote growth and employment.
At the same time, the tax threshold has been raised taking low income earners out of the
lowest tax bracket whilst indirsct taxation has besn changed so conswmers now pay less
for basic goods and more for luxury goods. Thsse measures have conmibuted to
improving income distribution and alleviating poverty.

3.3 By international standards Government revenus as & proportion of GDP is high and
Government does not intend to increase the tax burden on the economy further. Instead,
it is envisaged thatr further revenue increases will come a2bout as a result of economic
growih and improved iax administration and collecton. Currently, Namibiz devotes a
very low shere of public expenditure to tax collection: less than 1% of itotal expenditure
in 1993/94. An incrsase in resources for tex administration will be accompanied by
Turther improvements o the operations of the Recaiver of Revenue.

5.4 (Governmeni's medium-ierm tax sirategy 18 1o broaden the tax bass and move
towards an administratively simpler and more eguitsble iax regim= comprising the
following elements:

Over the long-term. Govermmen: will sesk to raduce taxes on external trade
which create anti-export bias and other distorflons, graduslly replacing them
with other forms of indirect taxation.

Government will investigate the possibility of replacing the General Sales Tax
(GST) and the Additional Sales Duty (ASD) with & Value-Added Tax (VAT).
Wherever possible, tex breaks and tax exemptions will be replaced by direct
subsidies which reduce the scops for tex avoidance, promote transparency, and
are easier to targst

(O3]
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++ The tax systern will not discourage labour-intensive production. Current tax
deductions and accelerated depreciation rules for investment will be reviewed.

Government will seek to make the tax rules simpler and more equitable.
Luxury consumption wil] be taxed at 2 higher rate.

5.5 Government aims 1o reduce the budget deficii during NDP1 to 3% of GDP. This
will be achieved through greater emphasis on resource mobilisation without raising tax
rates 2s well as more restrained expenditwre. Thus Governmen: will concenirate on
increasing the efficiency with which it dzlivers services to the growing population rather
than taking an ever larger proportion of resources from the res: of the ECONOMY. - o

6. Employment Promotion and Capacity Building
Employment Promotion

6.1 Historical figures on employment by indusiry during the period upio 1994 are
-“shown in Table 2.4, Employmsn: aggregates show that the estimated level of formal
employment will increass from 181,000 in 1991 1o 216,000 in 1996 and 244000
thousand by 2000. Most of the increeses will occur in the secondary  secior
(manufacturing, elesctricity and water, and construction) and non-Government service

ssctors whilst formal emplovment in prima-y sectors will grow only slightly. Owverall,

the rat= of growth of formal employment is expecied to average 3% during NDP1,

6.2 Formal employment is rather essier 10 estimate than subsistence agriculture and
informal! employmen: for which no availsble time series exist Howsver, estimates in
Section 3 suggest that even if the subsistence agriculture s=ctor manages to absorb 3%
more labour every year, a growing numbsr of people will be obliged 10 find employmen:
in the informal sector. :

6.3 This presentz Government with e considerable challenge. To raise incomes and
alleviate povarty a concerted effor: by Government, NGOs and donors will ne=d to assist
those outside ths jormal and subsisience zgriculire sactors to find productive
employment. It is estimatec that in 1991 abou: $3,000 people found themselves in
informal sector employvmen:, of whom abour 39,000 wers emploved on commercial
farms. It is not possible 1o estimate how informal employment has changsd since 1991,
but there mzy be up 10 150,000 more people requiring informal ssctor employment or
seli-employment by ths vear 2000,

LI}
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64 Much of Government employment policy in the post Independence period has
focused on reversing the apartheid labour laws and regulations, by introducing freedom
of association, improving labour relations and conditions of employment, through the
Labour Act of 1992. During NDP1 Government will take z more active role in
developing employment promotion policies, through collection of datz and analysis of
employment issues, such as skill requirements, causes of unemployment, and appropriate
stratzgies for emplovment promotion. A Development Fund is to be established to assist
the disadvantaged, unemployed, disabled and retrenched workers through financial
assistance to emplovmen: promotion projects, training and retraining.

6.5 Obstacles to increasing employment are high labour costs and lack of skills in
comparison 10 other counwies in the region. Previous distoriions led 1o extreme
inequality in wages and Governmem: is 1o underrake in-depth investigations of wage

~levels and payment practices in all sectors. In the longer term higher wages will need
to come about as the result of increases in productivity of labour in all sectors through
improved ascess and quality of education and Training.

6.6 In addition, labour-intensive programmes of public works will be investigated
based on the experience of the Ministy of Works, Transport and Communications of
.Aabour intensive projects. Expearience of such programmes in other countries, such as
Zimbabwe will provide 2 usefil staring point in assessing the potential of similar
progr 2z for Namibiz. '

Capacity Building
Cenmral and Local Governmenr

6.7 Government is giving priority to the swengthening of its public service
management bodiss, including the Dirsctorate of Human Resources Development in the
Office of the Prime Minister, and waining committess are sing eswablished in all
Ministriss to ensure that each hes z comprehensive programme for stzff development.
Governmen:’s policy on remuneration of skilled staff is 10 ensure thas public secior pay
remains competitive with the private ssctor, in order 10 avoid 2 situstion where Technical
Assistance is required not becauss thers are no qualified Namibians but because public

2C10r remuneration 1ails to atiract them. (Technical assistance in the context of capacity
building is discussed in Part D). Salariss in the public sector is cuzrently being reviewed
by the Wage and Salary Commission.

6.8 Government is committed to decentralisation and bringing dacision making closer
to the people. Local Government was bassd on racial rather ihen geographical basis

etore Indspendence and this has baer redressed by the election of ragional councils in
13 regions in 1992 whose representatives make up the second house of Parliament, the
National Council. The Local Authorities Act (1992) provides for election of
representaiives in Local Authority Councils for municipalities, towns, villages and
semlements,

6.9 Since 1990 funds have bser provided to all towas, villages, settlements and
regional councils for developmen: activities and regiona! and local councillors have besn
wained In planning,  However, muck is siill to be done in defining the exact

L3}
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responsibilities of local government both in terms of the division of responsibilities
betwesn central and local government, and between the various tiers of local government
itself. Mechanisms for incorporating local government planning into nationa! planning
will also nesd to be worked out in detail,

Communiny Developmeni

6.10 Increased community participation is on= of the key componenis of Governmen!’s
developmen: strategy 2s described in Part A. The Community Development Directorate
is responsible for working with communities, and had eswblished 573 Community
evelopment Commitiees structures by 1995 for coordination with Government and
- NGOs. Meny ministries plan to work more closely with communitiss, for example,
~some community organisations have been set up 1o locate and manage water points and
community groups have been involved in the establishment of child care and education
facilities. The Beneficiarv Assessment undertaken as part of the Public Expenditure
Review revealed that increesed community participation and empowerment of
communitiss to manage water DOIints are sesn a5 the most important improvements ic
provision of water supplies.

o

7. The Productive Sectors

7.0 All sectora] objectives will bs met in the context of the netional devzlopment goals
and medium-term macrosconomic climate and policies discussed above. This saction
describes briefly the salient features of these objectives, policies, and programmes,
highlighting major issues and identifying arses whers further policy and programme
initiatives mey be required.

Trade and Industry

7.1 As noted in Part A, Namibie is an extremsly open economy. Imports and exporis
each account for at ieast 50% of GDP. The demand and supply for tradeable goods, and
trade policy initiatives, have a major impact on all sectors of the economy. Namibig's
tmport patiern is heavily biesed towards imporis from South Africe. Some 90% of )
imports to Namibia come from (or emizr the counmry viz) South Africa. Imports enter
the country by road, at the Walvis Bay port, and 10 a much lesser extent by air. Ths
largest category of imports is consumer goods. Imports of intermadiatz goods are also
substantial.

7.2 Nemibig’s expori pattern is muck less dzpanden: on South Africe. Exports 10
South Africe azcount for only 27% of exports. More than half of Nemibia's Xports are
bound for Europzan markets. Nemibian exports ers dominated by the export of
diamonds (non-processed) and other mining products. Over the past 3 years these mads
up on average 56% of total exports. In 1993 and 1994 this share came down, dus 1o the
slump in world market prices for minerals and the diamond sales quotz imposed during
1993. Raw and processed fish are another impormnt export product, followed by the
relatively smaller contributors to export sarings: processed mast, live animals, hides and
skins and electricity.

Ly
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Renegotiation of SACU .

7.3 In 1990, Namibia became a formal member of SACU. .Namibia had been =z de
Jacto member of SACU for much longer. However, full membership ended a period
during which Namibia had received an arbitrarily determined share from the Common
Revenue Pool.

7.4 Namibie and her SACU partners have recognised the need to reform SACU. The
SACU tariff regime is known for its complexity, with almost 12,000 tariff lines, ad
valorem and formula duties and surcharges. However, this is likely to be changed with
the implemsntation of the South African offer 10 GATT - endorsed by Namibia - which

- will reduce the number of tariff lines by about half and eliminatre formula duties and

- .surcharges. Namibia became & member of GATT (now the World Trade Organisation)
in September 1992 and is now in the procsss of ratifying the Uruguay Round
Agresment.

7.5 & Ministry of Trade of Industry rzcently conducted = major study on Trade
Policy Reform, with the assistance of the African Development Bank. The study
suggested that the stucture of protection and of decision-making in SACU hampers

~manufacturing development in Namibiz. The renegotiation of SACU bsgan in November
1954, and is ongoing. Neamibia is widely acknowledged to have played an influential
role in thess negotiations.

Diversificarion of Trade

7.6 The concentration in both sources of imports and destination of eXpoTis points at
non-optimal exploitation of the gains from wade. Regional and international markets are
insufficiently explored and Namibiz stands to gain from active marketing in and sourcing
from non-traditiona! supplier and export countries. Several rading contacts are being
developed with African and Asian countries.

7.7 One of the major strategies for increasing export-led developmen: is the
establishmen: of Export Processing Zones (EPZ), to provide relisf from the anti-export
bizs of duties on inpurs which reduce manufacturars’ international competitiveness. The
Walvis Bay EPZ has was formally launched on 29 May 1995, Considerable effort is
being made 1o ensure that the EPZ proposal is successful. Indeed, i se2n also as 2 major
Tfuture source of employment in the counwy.

Lncouwraging Manufacturing

7.8 For the manufacruring sector, ons of the main constraints is the lack of a skilled
workioree. During the next five years Government is to place greater emphasis on
vocational walning. The creation of the Ministry of Higher Education, Vocational
Treining and Science and Technology in March 1993 is the first step towards this goal.
The next is the assessment of all vocational waining instimtions. In the fisheries sector,
the Nazional Fisheries Training Institute has besn estblished 1o develop skills for
Namibianisadon of the fishing industry. Similar management and technology training
will be daveloped for fish processing companiss.

36



Round Table Conference

7.9 The Ministry of Trade and Industry is embarking on a private sector investments
survey, to provide better information on the trends in investment, reasons for locating
in Namibia and how current policy could be improved to encourage greater investment.

7.10 Government aims 10 develop closer links with and provide necessary support to the
private sector, both foreign and local investors, through strengthening of the Investment
Centre and organisations such as the Namibiza Tourism Board which will provide
marketing, training and sector development assistance to the private sector. Govermment
will conduct research on the processing of primary products and on trade and export
development with pariicular reference to fisheries, minerals, tourism services, livestock
and agriculwural products.

7.11 For small scale industry, including the informal sector, Government will facilitate
crowth through: SR T T e _

Improved coordination of institutions providing support to small scale
businesses, such as MTI, many Ministries such as Youth and Sport, Higher
Educarion, Vocational Training, Science and Technology and Labour and
Human Resource Development, Local and Regional Government and Housing.
the Department of Women's Affairs and the National Development
Corporation, etc;

Review and amendment of regulations and laws inhibiting development of
small scale and informal enterprises; -

Support in the form of factory shzlls and incubator units;

Introduction -of 2 Vendor Development Programme aimed at securing market
access for goods produced in the small scale and informal sectors, through
facilitating links between small suppliers and large buyers, and enabling small
scale business to supply Government contracts.

Agriculture

7.12 As noted m Part A, agriculture plays a key role in the Namibian economy,
accounting for 9% of GDP and providing livelihoods for an estimated 70% of the
population. However, the productivity of the agricultural sector is low, partcularly in
the communal subsistence sector, and unable 10 provide sufficient output to mest the
needs of the rural poor. Scarcity of water, for both livestock and crop production,
‘combined with limited productive land. presemt msjor constraints i¢ increasing
agriculmral production.

7.13 However, while private-ienure farms ars facing limited growih prospects at
current izvzls of technology due to both land and water constraints, there is stll some
potential for increasing communal-tenure area production. These increases can be
achieved through redirecting resources, market access and technical services to
communal zreas, which were previously biassd in favour of the private-tenure farmars.

7.14 Much of the agriculmural ressarch activitias undertaken to datz have bee

ineppropriate to the nssds of the majority of farmers. They heve largely focussd on
overcoming production constraints experienced by private-tspure farmers (principally,
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cattle and sheep production). Basic work on crops and livestock in communal-tenure
farms and on their farming systems remains to be done and the results communicated
to the farmers and to the organisations which service them.

7.15 Since Independence, Government has redirected its efforts in the agricultural
sector to farmers in the impoverished and under-developed communal tepure areas. For
example, the introduction of the National Marketing Scheme being implemented by
Mearco which led to the rapid increese in catile slaughtered and processed in the
Northern Communal-Tenure Areas. Numbers rose from an average of approximately
5.500 head in the vears up 10 1990 — less than 2% of total cattle marketed nationally
— to 16,500 in 1993 — more than 4%. Ar ths same time, the government has sought
to sustain the performance of the economically-imporiant private-ienure farms.

7167 " In 1995, the Ministry of Agriculture proposed 2 new Agricultural Policy which
re-emphasises the priority that Government accords to the agriculnire sector in economic
growth and that the private sector will play a pivota! role in its development. The main
thrust of agricultural policy for the NDPI period will centre on the following strategies:

Increased emphesis on improving productivity of communal areas through
improved extension services and research into appropriate technologies and
practices, through farming systems ressarch.

Diversification into productior of non-traditional crops (e.g. grape and daies)
and gams harvesiing.

echanisms for increased access to credir for communal, particularly
subsisience farmers will be developed through the National Agriculural Credit
Programme.

Lané Reform and Resettlement Policies

7.17 As noted in Part A, the diswibution of land is extremsly unequal in Namibiz as
a result of the dispossession of land from the majority during the colonial period. Since
Independence, Governmen: has laid the foundation for land reform through the Lands
Conference in 1992, the preperation of the Commercial Land Reform Bill which had
been passad by the National Assembly and was discusssd by the Nationa! Council in
early 1993, and the preparation of 2 Communal Land Biil.

- 7.18 However the exact procedures for reallocation of commercial land have vet i0
be worked our, as well as issues such es land tenure in communal aress. Funds are 1o
be set aside for the purchase of uaderuilised Jand in freshold areas for redistribution 1o
landless peoijle. At the same tume land administration is 1o be improved along with land
usz planning capacity so that land acquisition and discibution will be preceded by
careful physical, social and economic appraisal to ensure that land redistribution leads
10 sustainable increases in ourput and incomes.

7.19 Namibia hes already embarked on ressttlemen: programmes targeted at ex-
servicemen, displaced psople, remurnees and the landless. A number of these resettlemen:
projects were poorly plannsd and as a result they have been slow to be implemented, ars
proving to be high cos:, raising questions about the long term sustainability of the
brogramme. During NDP1 the Ministry of Lands, Resstilement and Rehabilitation will
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undertake an in-depth review of the resettlement programme learning from the
experience of other countries who hzve implemented similar programmes such as
Zimmbabwe. )

Environmental Protection and Natural Resource Management

7.20 Since Independence the framework for improved environmental planning and
management has been put in place. During NDP1 the challenge will be to ensure that
existing and futire development activities are environmentally sustainable. This is to be
achieved through improved planning and coordination of activities across many sectors,
c.g. the development of the Green Plen into a cross-sectorzl National Environmental
‘Action Plan, and introductior of environmental assessment procedures for the whole of
Government and the private sector. Appropriate regulations znd pricing will be used to
ensure that private sector activities are environmentally susteinable, for example warer

pricing will take account of the need to conserve water.

7.21 In commor with many other countries, particularly in Africe, Namibia has
moved from a policy of environmental conservation to one of sustainable utilisation of
hatural resources, e.g. forest resources including wood and other wild food products,
“wildiife resources for both hunting and tourism. Developing the potential of natural
resource management is all the more necessary in Namibie where the arid climate limits
the scope for increasing agriculmural production.

Wildlife and Forestry

7.22 For other arsas such as wildlife wilisation and forestry management
Govemnment is still in the process of developing its own capacity, as well as appropriate
management practices and plans. During NDP1 efforts will focus on:

collection and analysis of information on the types and location of natural
resources;

research into appropriatz managemen: technigues;

- developing communal and commercial natural resource management activities
Developing Communiry Parricipation

7.23 Preliminary economic analysis indicates tha: wildlifs uiilisation on communsl
erces in the form of photo-tourism, trophy hunting and game culling could potentially
provide significant financial retums to communal farmers as 2 complemsntary activity
io livestock production. and good economic returns to Namibiz. Pre-Independence laws
however consirain the exploitation of this opportunity &t the moment since wildlife on
communal land is the prop=rry of the state and communal farmers have no rights of
utilisation. The passing of appropriatz amending legislation will facilitzste communal
area wildlife urilisation at optimum levels with consequent importan: socio-econormic

enefits for the inhabitznts of communal arsas.
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7.24 A conservancy policy document for Cabinet approval is expected shortly. The
management of nature resources will be devolved to the regional level and increased ties
will be made to regional authorities enabling 2 stronger regional participation in toursm
and wildlife development. )

7.25 NGOs are already active in the area of community based natural resource
management projects and Government will develop parmerships with NGOs 1o expand
this approach to other parts of the country.

Developing Commercial Wildlife Urilisation

7.26 The Ministry will refine Its policy on wildlife utilization on commercial

farmland as well as on communal land. Conservation of the larger endangered species

- will be intensified and the strategy will include handling of problem animals and larger

predators. The Ministry will actively support the development of private game reserves
and conservancies whether these are developed in commercial or communal areas,

Fisheries

.27 Significant progress has been made in reversing the pre-1990 unsustainable

utilisation of fishing stocks through the introduction of conirols {the Exclusive Economic
Zone and Total Allowable Caiches) on the numbers of fish caught. The further
development of the fisheries sector (both fishing and fish processing) will be based on
promoting privaie sector activity, bur Government will continue o regulaiz and conwol
the levels of catches so as to ensure the recovery of fish siocks. The promotion of the
fisheries sector is based on a dual approach of controliing the levels of catches as well
as research into appropriate levals of catches and management practices.

Prorecrion of marine resources

7.28 Illegal fishing by un-licensed vessels in the Exclusive Economic Zonz
constimutes a major threat to marine resources. Another threat comes from pollution,
dumping at sez, mineral extraction, oil spills and usage of prohibited fishing gears, To
protact and conserve these resources, Namibiz has put in place a surveillance service
based on the operation of thres patrol vessels one helicoptsr and one fixed-wing plane,
The operation of this service is facilitated by supporiing infraswucture at Arandis and

Walvis Bay and is supplemented by = fleet of mobile vehicles for coastal pairoils.

7.29 Fisheries inspeciors are divided into two groups, permanen: fishery control
officers and Tishery observers or so-called special inspectors. The two groups periorm
complementary tesks, although in different conditions and locations and ensurs tha:
marine resources are commercielly exploitad in accordance with the stipulations of the
Sea Fisheries Act, 1992, and th: Ssz Fisheries Regulations of 1993.
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Resource Management .

7.30 In order to bring Namibian marine resources back to productive levels and to
maintain them in a healthy condition, MFMR. undertakes research on all commercial
species. Research remains the prerequisite element in resource management — without
it. no rational decision could be taken on matters related to the exploitation and
harvesting of various marine resources.

7.31 Namibia has made 2 major investment in the Nationa! Marine Information and
Research Centre (NATMIRC) which is responsible for research into the population
dynamics of commercially important species. The Centre undertakes frequent stock

~ essessments of these species which are conducted on board research vessels. The catchas
made by fishing vessels are also moniiored, at sea 2s well as when being landsd. The

- monitoring of catches includes data collection on caich composition, area where caught
(position and sea depth), weight and length measurements, gonad activity and breeding
behaviour, sex, age and feeding behaviour. All data (historical as well as recent) on each
species are compiled, analysed and incorporated into the TAC recommendation which
is submitted to the Fisheries Advisory Council once 2 year,

.~ onurism

7.32 In many parts of Namibiz, low and erratic rainfall makes agricultural production
unsuitable or even impossible. Such arid arsas, howsver, ofien have & potential for
utilization for tourism and wildlife purposes. Tourism is dependent on the preservation
of Namibia's eavironmental resources: international marke: research points to unspoilt
nature, the wildernsss and wildlife as the main arezs of interest for tourists to Namibia.

7.33 A total of 19 parks and reserves provide an excsptional tourist product with
attractions spread all over the couniry. Thess resources include the Namib, the oldest
desert in the world, the Fish River Canyon, the second largest in the world, the world-
renownsd sand dunes at Sossusvlei and the similarly famous Skelston Coast as well as
the international pearl for wildiife photography, Etosha National Park.

7.34 The political stability of the country togsther with 2 high-qualitv infrastructure
and the development of accommodation facilities have formed the necessary background
for deveioping tourism into a major contrjbuior to the growth of the economy and to
employment creation. Developments in the industry to date are very positive. However,
increasing tourism pressure results in 2 need for building up a sysiem 10 regulate,

coordinate and sscure proper developmen:, bearing in mind the environmental fragility
of Namibia.
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7.35 Government commissioned a Namibiza Tourism Development Study in 1992
which has provided the framework for the development of Namibia’s tourism sector,
In early 1994 a White Paper on Tourism was approved by Cabinet. In addition to
increased cooperation with the private sector through the Namibia Tourism Board and
commercialisation of tourism resorts as deseribad above, the Minisory of Environment
and Tourism will focus its efforts on ensuring that the development of tourism is
environmentally sound and leads to increased incomes and employment oppormnities for
Namibians. Two key strategies will be 1o promote development that leads 1o high €ost,
low volume tourism so as to minimise the environmental impact, and to encourage
commumry based tourism development, such as community based conservancy areas
where wildlife utilisation and tourism are the major land uses.

8. The Social Sectors
Education
8.1 At Independence, Government estabiished fres primary education in the

Constitution, as a right for every resident in Namibia. This education is compulsory and

~the Constitution prescribes that a child will not be ellowsd 10 leave school before
completing primery education or reaching the age of sixteen. In order 1o fulfi] this
Constinttional obligation, Governmen: has undertaken 2 major expansion of education.
Namibiz now spends 10% of GNP oo education, a share exceeded by few countdes in
the world.

8.2 Since 1990 the primary and secondary education system has expanded
considerably both in terms of enrolmen: rates (2 10% increase in 1990, followed by
increasss in line with popularion growth ra es) and iv the numbers of schools constructed
(188 new schools) and teachars employed (19% increase since 1989). The overall
increass in enrolmen: at primary school level berwasn 1989 and 1993 has besen omly
15% whereas the corresponding increase at Junior secondary level has been 43% and at
=nior secondary leval 148%, reflecting increased demand for secondary education since

1950.

8.3 However the expansion of the education facilities and numbers of qualified
teachers has barely kept pace with the expansion in enrolment numbers. While
additional resources have bsen targetad 1o primary education, there are still inefficiencies
as demonstrated in the high levels of repeaters (32% average for Grade I). Almost 25%
drop out of school after the first yzar and additionz! 12% afier the second year. Further
restructuring  of expenditwres and services is thersfors required, partcularly in
reallocation of funds to previously disadvaniaged regions, which still receive lawer levels
of Tunds per learner. It costs two and & half times a< much per year to keep a learner at
primary school in Windhoek as in ths Ondangwa region, with the major difference
accounted for by higher number of qualified teachers and lowsr learner-teacher ratios in
the south,

I
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8.4 Government has now reviewed some of the major causes of the high drop our
rate and the low quality of teaching staff in the primary schools. It intends to increase
resources available to the education and has initiated measures 0f abolishing certzin
aspects of education which were financed by the public sector,

Health

8.5 Immediately after Independence, ths Government declarec its commitment to
the goals of equitable distribution of resources and equity of access 1o basic services by
under-privileged, impoverished and under-developed majority of the population. In
health sector the first major Step towards achisving these goals was the unification
of the fragmented second-tier structures under the ceniral -control -of the Ministry of
- Healtk and Social Services. o o -

B

8.6 Primary Health Care was seen as the best means of reaching the majority of the
population and 2 PHC Directorate was creatad with = number of new divisions, units and
health programmes. The budgeting process was decenrralised fo the district level,
Another significant development was the craaiion of & izmily and commumity health unit
To guide the planning, implementation and monitoring of mother and child health (MCH)

-~“programmes, and a national PHC committes to facilitate the development of national
policies. In addition, PHC and CBHC (community-based health cars) guidelines wers
launched and the implementation of some of the strategies has achieved considerable
progress.

8.7 In 1990 the health system’s financial, physical and humsn resources were
unequally distributed by region and by level and type of service provision. Data
regarding -the availability of antenatal, delivery and family planning services in 1990
show marked regional variation. More recent datz from the NDHS regarding access 10
reproductive health services indicate anm improvement in the overzll distribution of
facilities. There are presently 99 facilites in the Northwest, 74 in the Northeast, 48 in
the Central and 80 in the South Regional Dirsctorates.

8.8 By estzblishing primary health care as the guiding policy for restructuring
hezlth services, the MHSS has ensurad principal focus on preventive care but continues
1o recognize the importance of curative ssrvices within a comprehensive health system,
Further rationalisation of health ssctor facilities will be undertaken on the basis of 2 Ten

~Year Cepital Development Plar recently finalised in 1905, This Pian will set out &
strategy for the rapid rationalisetion of expensive and inefficient services, particularly
hospital services, so that savings can be directsd io improving primary health cars
services,

8.9 During 1995 10 2000, MESS will focus on quality improvemsnt, strengthening
and consolidstion of existing national programmes in order 10 ensure efficiency in
ervice provision. These programmes are aimed at reducing the overall Jevel of
morbidity and mortality, with pardcular emphasis on the reduction of infant and child
morbidity and morality, the promoton of health and welfare of mothers and their
children, and the reduction in the incidence of dissese in general and communicable
diseases in partcular. '

Ia
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8.10 Quality and efficiengy improvements will involve decentralization of the health
system, development of an efficient management support rom the central level and
reorganisation of health administrative structures to conform with the overall political
administrative structures. The MHSS will therefore establish 13 regional health
management teams in all 13 administrative regions as well as 34 district PHC tearns to
provide support to communities, enhance inter-sectoral collaboration and extend outreach
services 10 the under served commnunities.

8.11 In addition, the health system will be strengthened in the areas of health
management information sysiems (HMIS) at all levels and research including
community-based operational research, determinatior of patierns of utilization of health
care, and health financing studies. These smdies will review the equity, efficiency and
~ cost-effectiveness of the system so s to identify areas of potential efficiency gains by
"""" various meesures, such as decentralisation of operational management and budgetary
control, and the feasibility of commercialization and/or privatization of various technical
support services, including laundry, carsring and cleaning services.

National Programme of Action for Children

8,12 In 1990 Namibia attended the first World Summit for Children in New York
during which the World Summit Decleration of the Survival, Protecron and
Development of Children and Plan of Action 1o implement the Declaration were adopted.
Since then, the Governmen: has committed itself to the Nationa! Plan of Action (INPA)
for the Children of Namibia. Child-centred targets for the year 2000 have been set for
the alieviation of poverty, and progress to date has been encouraging. According to
NPA statistics, substantial progress has been made with regard to a number of key health
indicators as is shown in Tabie 1.6.

Situatior of Women

8.13 The"Dapam:neni of Women Affairs (DWA) was established in 1990 in the
Office of the President to improve the situation of women in Namibian society. Since
then Government has done its utmos: to improve the simuation of women, having signad
the UN Conveniion on the Elimination of Al Forms of Discrimination Against Women
(CEDAW) in December 1992,

8.14 Government has consisiently applied affirmative zciion in its employment
policiss. The Namibian public service is now far more representative of the population
than 1t was at Independence. The 1992 Finance Act establishad the independent tax
status of women. Other legislation has been epproved by Cabinet including the
amendment of reguiations on the Public Service Employvees Medical Aid Scheme.

8.15 But it is social policy which has impacted most positively on the lives of
women. For example, improvements in primary health care, particularly anie-patal care
apd child immunisation, have done much 10 improve women’s lives.
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Poverty Reduction and Alleviation

8.16 Government’s development strategy distinguishes between poverty reduction,
Le. lifting the poor out of absolute poverly as measured in both incomes and quality of
life, e.g health indicators and levels of education, and alleviating poverty, i.e. providing
a safety net for the poor, particularly in times of drought.

8.17 The Plan embodies this two pronged approach to reducing poverty which

includes promoting economic growtk and providing improved health and education for

ell, as described above. Private-sector ied economic growth is seen as the most effective

means 10 increase incomes and Government will review its existing enterprise promotion

programmes and introduce new measures 10 assist the poor as described above. Equal
emphasis will be placed on expanding and improving social sector activites so as to

continue improvements made in health snd education indicators. In terms of poverty

alleviation Government will continue to provide various safety nets such as the universal

staie pension for the eiderly and disabled and drought relief in periods of drought.

Redressing Inequalities

~8.18 Govermnment has started to redress inequalities through reversing apartheid laws
and regulations, introduction of affirmative action for the previously disadvantaged and
reallocations in expenditures 10 areas of benefit to the poor in pardicular. During NDPI
Government will continue with these efforts, with particular emphasis on land reform
and reallocations of expendinure to activitiss which bensfit the disadvantaged sections
of the populatior.

8.19 At the time of independence the country inkerited a socio-economic structure
which, five years afiter independence, siill influsnces policy formulation. Thers have been
major shifts in expenditures between sectors, with increesed resources allocated to health
and educationlin particular. Education and health in 1994/95 accounted for 42.4% of
total expenditure compared to about 32% in 1990. Within education there has also been
reallocations to primary education which increzsed from 40% of total education spending
at Independance 1o 57% of total education spending in the 1993/94 budgst,

Pensions

§.20 . The pension was inwoduced before Independence and was charactarised by
extreme inequality. The systzam currently covers 61% of the eligible population - those
over 60 years and the disabled. Whites rzceived R 382 per month while some blacks
received as [iwle s R 55 per month. In 1994 the raies were equelised ar N§ 133 per
month for everyone over 60 znd the disabled, except for those whites over 60 at the fime
of the reform, for which the pension remained at N§3§2. However, if the pension were
expandzd 10 all those eligible, the result would be 35% increass in expenditure on

ensions. Celculations by the National Planning Commission project that in order to
achieve 100% coverage, the pansion scheme will cost N§205.4 million per annum at the
end of tha dscade compeared 1o the current N$124.9 million.

8.21 Governmen: recognises that the expansion of the pension schems 1o all those

who are eligible is not sustainable and that all thoss who benefit may not actually need
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this assistance. During NDP1, Government will assess the various options for targeting
assistance to those most in need, including means testing, introducing contributions and
other forms of social safety net provision. -

Drought Relief

§.22 Drought is a regular occurrence in Namibia and it hits many of the poorsst
subsistence farmers the hardest. An estimated 623,000 people were directly affected by
the 1991/92 drought. Government acted quickly and effectively 10 cope with the
emergency. A National Drought Task Force was sst up, chaired by the Prime Minister.
Significent domestic and international resources were mobilised for drought relief

..schemes, mainly for food relief targeted at the most vulnerable groups numbering some

250,000 people. and livesiock and crop support in the form of subsidised fodder
purchases, financial incentives to slaughter and eassistance with mearketing.

8.23 Namibia has set up structures which involve the development of Government
s well as NGO and donor capacity to plan and implemerm eIMCrgency programmes. The
Emergency Management Unit (EMU) has sole responsibility of organizing national and
regional emergency swuctures, implementing various programmeas of disasier
-~preparedness and coordinating emergency relief programmes when a disaster strikes. It
is directly responsible to the Prime Minister and Cabinst. A National Emergency
Management Comumittes (NEMC) composed of semior repressntatives of Government and
non-Government agencizss is the principal policy formulating and coordinating body.
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Part D: NAMIBIA’S AID STRATEGY

9. Introduction

9.1 Namibia came late to Independence, and has learnt from the experience of other
countries. Namibiz’s economic management continues to be based on the determination
10 maintain ecopomic stability and the confidence of the privare sector. Similarly,
Government’s perspective or aid is a cautious one. Government is determined to avoid
dependency on external aid.

9.2.. This part of the document outlines Namibia's aid management policy, looking
at why Namibia needs external resources, reviewing Namibia’s experience of aid, and
outlining Namibia’s aid management swategy.

10. Why Namibia Needs External! Resources

10.1 Government recognises that the fundamental responsibility for development lies
“"with Namibians, and that development requires first and foremost the efficient utilization
of internal human and financial resources. However, Government is equally aware that
the challenges of development are enormous, and that international zssistance can — and
does — male a difference.

Support for National Reconciliation

10.2 The disparities in Namibia’s economy ars deeply rooted, and their effects will
persist for many years. Government has recognised that a radical short term

redistribution of wealth and incomes would not be in the pation’s best interest. It is
important to maintain the viability of the modern sector of the economy, and to take
advantage of the human and physical capital that it represents. The stabilitv and growth
of the economy since 1990 reflects the economic as well as the political success of the
policy of national reconciliation.

10.3 Government is making senuous efforts to uplift the majority of the population
~— by exfending basic infraswucture to all parts of the country, by extending basic
education and health services to all, and by sesking to encourage the traditional
‘agriculmure and informal sectors on which the majority of Namibians depend. These
efforts deserve intemational support.

»

Backlog of social and economic infrastructure

104 Social and economic infrastructure is desperately needsd to eliminate the
backiog resulting from the discrimination of the colomial regime. In the rural areas
especially, where over 70% of the population live, the violations of zpartheid are still
acutely felt. Most rural areas sill lack basic schools, simple health and sanitation
facilities, as well as access 1o clean water. Agricultural projects are crucial for
expanding employment and marketing opportunities to some of the most deprived groups
of subsistence farmers in Africe.




Round Table Conj:'erence

10.5 External support to government's decentralisation process will “strengthen
democracy and accountability as well as direct resources 10 the most deprived regions.
It will help tackle the twin problems of widespread unemployment and rural
underemployment as well as reducing the inequalities of income currently found in

Namibia.
Tight fiscal constraint

10.6 During NDP1, it is proposed that gavernment will make a substantial
contribution to development spending, increasing its contribution to the Development
Budget by about 6% & year in real terms. However, as NDP1 demonstrates, the country

. faces a tight fiscal constraint, and govemment is determined to maintain a sustainable
fiscal policy. Consequently, it is suggeste¢ that government should ask donors to
increase their conmibution to development expenditure by the same 6% as government.
Since total 2id was at a lower than aversge ir 1995/96, such growth will only resiore the
levei o1 aic 1o recent historica! levels.

Less-developed country status

~10.7 At the time of Indepsndence, the UN General Assembly recommended that all
member states and all agencies of the UN system classify Namibia "as if a Leest
Developed Counuy" (LDC). It was recognised that the majority of Namibians ought not
to be penalised because of the existence of 2 vary well-off minarity within Namibia, As
shown m Pari A, Namibia is in many ways less developed than its level of per capita
GDP would suggsst. There is exiznsive poverty, revealed not only in income figures but
in indicators of nutrition, healit and education and literacy,

10.8 Moreover, one of the criteria for designating LDCs is the share of
manufacturing in GDP. Namibiz continves to be dominarad by primary and tertiary
seotors of the economy, and the share of manufacturing remains below the 10% LDC
threshold. The majority of thz population depend on subsistence agriculture for a
livelihood.

Namibia’s Capital Qutfiow

10.9 Namibia is in position of being an exporier of capital. Domestic savings have
¢en more than surficient 10 finance existing levels of domestic investment, resuliing in
an outflow of savings. In the simplest macrozconomic perspective, Namibia does not
have a "savings gap" for donors to fill.
.

10.10 Nevertheless, Govemnment nssds extemnal suppori o compliment public
invesmment. Government is not prepared io abandon the parity of the recently established
Nemibia dollar with the rend, in order 1w eliminete the capital account deficit,
Government feels that the causes of Namibiz’s capital account deficit are structural rather
than macroeconomic, and is tzking action on these striucture! daficiencies.

10.11  Namibia’s capital outflow is 2 consequence of the countrv’s colonization by
South Africa. The close integration witk South Africe, the maintenance of the Rand as
legal tender, the presence of many South African financial services companies in
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Namibia, and the perception of limited investment opportunities-have combined to make
Namibia an exporter of capital. Capital outflows go mainly to South Africa, through
pension fund and life assurance companies.

10.12  Government is developing policies to encourage Namibian-registered pension
funds and insurance companies to invest & larger share of their assets in Namibia. In the
case of Namibian-regisiered pension and insurance funds, 35% of asse1s must now be
Invested domestically. Government is aware of the potential investment distortions that
could arise if this ratio were increased at a rate fasier than that warranted by the
improved investment climate.

1013 Namibie’s macroeconomic strategy is entirely consisten: with the continusd
nesd for aid fiows to Namibia. In Namibie's deveiopmem stratycrv the private sector,
‘including parastatals are expected to play a more vigourous role in increasing private
sector investment. Government will create & macroeconomic enabling environment to
zcilitate this. In the medium-term, Government’s policies of macroeconomic stability
and invesunsn: in people will help stimulate private invesiment and retain domestic
savings in the economy.

#1014 Nevertheless, long-term social invesiment is necessary if Government is io
facilitate private sector investment As Section E demonstrates, Namibiz has a
substantial funding gap In its public invesiment strategy over the plan period. If this
funding gap is not filled Government wili be forced to reduce the magnituds of public
investment in order to maintain macrossonomic stability. Social spending on health and
education will suffer disproportionately and it is likely that those previcusly most
discriminared against will bear the brunt of austeriy measures.

11 Namibia’s Experience of Aid

11.1 At Independence in March 1990, the internationa! donor community pledged
its supporz for Namibia’s nation building effiorts. Namibie now hes five yesars of
experience 25 an aid recipient

Trends in Aid Flows

112 Ald has made a significant difference ¢ the resources avzilable to Namibia,
More ther 50% of 1995/96 development spending will be financed by aid, and valuable
assistance has also been channelled vie NGOs. During the NDP1 period, Government
will formulate & clear policy on development assistance 1o NGOs.

11.3 Ald 10 Namibia can be wackec using thres sources. First, the UNDP publishes

2 Development Cooperation Report, including information on all exiernal assistance to

Namibia. Szcond, the Bank of Namibiz has information in its Bzlance of Pzyments

statistics on granis o government (from foreign governments, intemational organisations

and NGOs). Third, the 1995/96 Development Budget includes estimates of funding for
evelopment projscts from external sources during that financial year.
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1t.4 None of these three sources of statistids cover exactly the same types of funds.
Efforts are being made by UNDP, the Bank of Namibiz and the NPC Secretariat to
coordinate aid tracking. Aid tracking is 2 difficult process, with many complications
such as exchange rates and the differing financial years of donors. Furthermore, we
Shouid be aware that aid tracking in Namibiz is a new venture. Thess statistics should
be viewed as orders of magnitude, and more weight should be put on medium-term
trends than on year-to-year fluctuations.

11.5 Table 11.1 summarises the available information regarding aid 1o Namibiza, from
these various sources. The Balance of Payments statistics of the Bank of Namibia,
iewed alongside the estimare for total development grants to government in the 1995/96
.Development Budget (which is broadly comparable), suggest that grants to govemnment
~have fluctuated berween NS$200 million and N$325 million since Independence. The
UNDP figures suggest a broadly simiiar pattzrn-(probably underestimating aid in 1990).

Table 11.1: Summary Statistics on Aid to Namibia
(Constant 1990 NS millions)

1990 | 1991 1992 1993 ] 1954 1995/95

UNDP Development Cooperation Report '

Tota! External 160 293 320 311 - -
Assistance

Tote! excl. FOA and 140 282 273 age - -
ERA

Total ITC and TPA 20 60 113 173 - -
Bank of Namibiz Balance of Payments Stztistics:

Total Grents 1o Gowv:. 202 252 323 ] 235 ’ 204 } -
Development Budget for FY 1995/96;
Total developmen: grants - - . - - 222
to Govarnment
Total development grants - - - - - 273
and loens to Government

Source:  UNDP DCR Statistics, BoN Statistics (provisional for 1994), draft PSIP,

Norzs: Year end exchange retes have beep used to convert UNDP figures from USS to NS. Ths gnnual
CPIs in the 1934 Economic Baview (NAMAF for projections) were used 1o deflezs to 1090 constant
prices. FOA = Food Aid, ERA = Emergsncy Relief ITC = Investmen:i-Related Technical
Assistance, IPA = Investment Project Assisiznee. The Deveiopmen: Budge: statistics use the
revised statistics for extemal funds from the drzf: PSIP,

11.6 However, it should be born in mind that some of this fluctuation is due to the
large amount of food aid (FOA) and emergency assistance (ERA) In certain vears, to
combat the effects of drought. Excluding these components from the UNDP statistics,

the fluctuations in aid look considerably lower. If we dismiss the 1990 figure as an
underestimaie (in the light of the Bank of Namibia statistic for the same year), the
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iluctuation is now in the range of N$200 million to N§290 million. There is no decline
in 1993, as compered to 1992. This is illustrated in Figore 11.1.

Figure 11.1 : Aid since Independence
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11.7 As Table 11.1 also shows, total investmen: technical assistance (ITC) and

Investment project assistance (IPA) appear to have incraased significantly in every vear
in the UNDP figures,

11.8 The target for development zid of 6% growih on 19953/96, proposed in NDP],
is extremely modest. The growth is from 2 lower thar average starting point. This rate
of grawth nesds to be vizwed in the comtext of the 3% rate of growth of population in
Namibia. Namibiz has in recent years diversifisd its contacts with external financing
agencies, and this is likely to lead 0 growth of aid.

The Value of Aid to Namibia

11.9 The value of aid should not be measur=d simply in financial terms. . Aid
programmes have bzen instrumental in technologv tansfer and capacity building, and
Namibiz has besn zble to benefit from the sources of expertise that imternational
development agzncies offer.
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11.10 Namibiz has experienced some problems in utilising aid commitments. As in
Inany countries, disbursements have commonly fallen behind targeis because of delays
in project identification, preparation and implementation. Namibiz has had to build up
many esssntial national institutions since Independence. The absence of such institutions
was a constraint on implementation capacity, but that constraint is becoming less serious
as institutions mature and experience is gained.

I1.11  Overall, Namibia represents a very favoursble environmen: for the
implementation of development programmes: good infrastructure minimises physical
bottlenecks; aa honest and efficient public service has been maintained; and the
Government’s commitment to democracy and openness facilitates fruitful cooperation
between Namibiza and its aid partners, Aid agencies’ evaluations of the effectiveness of

 their aid to Namibiz have been generally positive.,

11.12 Peast problems in planning and aid management are gradually being corrected.
The PSIP is being used 2s a means of providing policy guidelines and direction to
donors of Government priorities. Government is now evolving 2 clear policy on forsign
borrowing, coumerpar: contriburions, reporting and accounting. At the same tirge 2
system 15 to be designed 10 include external assistance in the Budget. Finally =
computerised system for recording commitments and disbursements and monitoring of
aid is being developad.

11.13 Most of thase weaknesses can bz addressed now that Government hes 1dzntified
its priorities through the preparation of NDP1 and the PSIP. The next Section sets out
the principles thar Government will follow in its negotiations and dealings with aid
agencies, taking account of problems experienced from both GRN and donor
perspeciives and Government's plans to improve aid management,

12. Namibia’s Aid Management Strategy

121 The Government has primary responsibility for ensuring that aid is well used
and that the efforts of various aid agencies are coordinated, Improved aid coordination
and managemsnt are essental if Namibia is to uiilise aid resources in & coherent and
efective manner that will ensure steady and susteinable economic growih and ssrve to

dismantle the legacy of the colonial apartheid system.

12.2 This section szis out Government's strategv for the use of foreien aid and
essistance. It outlines the tpes and conditions of aid sought bv Governmean:, for both
grants and loans.

Borrowing and Debt Management

12.3 A very restrictive approach to all forms -of borrowing was taken at
Independence.  Government remains extremely concerned zbour the dsb: burden but
recognises that selective bommowing, on appropriate terms and conditions, can play a
legitimate role in financing the development programme,

h
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12.4 The Government’s determination to maintain a sustainable fiscal balance is
emphasised in the earlier parts of this document. During next five years, the
Government plans to lower the fiscal deficit to around 3% of GDP. Government's
borrowing for development purposes has been very limited. Foreign borrowing will be
considered for particular projects in cases where:
{)  the project involves productive Investment; or
i)  the project has z high probability of producing financial retumne sufficient
to repay the borrowing; or
iii) the borrowing is on concessional terms which facilitate long-term
repayImernt,
#1125 Namibiz’s debt ratios are exwemely favourable especially with the rescinding
- this year of Namibiz’s colonial debt to the Republic of South Africa. The Government
is determined to maintain Namibia’s credit-worthiness. Al public sector borrowing is
carzfully monitored. The Commion.zalth Secretadiat's CS-DRMS debt recording and
managemen: System has beer inswmlisd, and there wil] be full cooperation berween the
Minisy of Finance and ths Bank of Namibia 10 ensure that all borrowing is carefully
wacked, and that no loans are taken our which do not satisfy the most rigorous criteria.

“Aid and the Planning System

12.6 It is quite patursl that aid agencies and Government may have someswhat
different perspectives and priorities (thz same is true of differsn: agencies within
Government). Government's aim is 10 develop 2 planning and budget system through
which these differences can be reconciled and a set of programmes and projects
generated that corresponds to netional priorities and reflects an appropriate balance
between different sectors and interests. The preparation of NDP1 (including the PSIP;
is & key element of Government’s sraiegy to improve the planning and budgeting system
as 2 whole, and 10 assist in directing donor support to ths economy.

12.7 One of the meain problems until 1994/1995, was that aid funds channelled
outside the State Revenue Fund have not been reflectad in the Development Budget or
Annual Budget, so that the secioral allocations shown in the budgset were not a true
picture of total funds allocated to each sector. Thus Govermnment may heve been
allocating funds to a particular sector without sufficient kmowledge of funds already
being provided by donors. Funds chamnelled ouitside the State Revenue Fund were
reilected in the Development Budgst for the first time in financial vear 1995/1996.

12.8 Government will encourage the channslling of Increasing amounts of external
esources through the Staiz Revenue Fund. If more aid is chamnellad through the State
Revenue Fund, governmen:'s zbility 10 account correctly for public resources will be
reinforced. However, Government realises that it will not be possible for all aid to pass
through the SRF. Dono:rs can assist in Government’s initative to improve aid
mapagement by ensuring that all flows of development assistance are included in the
Development Budgst and loggsd in the National Planning Commission’s IDIMS
databass,

n
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12,9 Recent improvements in Namibia’s project management system mean that even
funds that are not channelled through the State Revenue Fund can be shown as "Qutside
the State Revenue Fund" in the Development Budget and PSIP. Government estimates
that the Development Budget and PSIP include approximately 75-80% of the funds by-
passing the State Revenue Fund. Government is committed 1o capturing 100% of these
funds in future Development Budgets and PSIPs for the following reasons:
They invariably involve costs and commitments 10 Governmenr: even when no
explicit financial contribution is stipulated, there are administrative and staff
COSIs.
In the long term, donor support will fall away and Namibiz will be responsible
for operation and maintenance. The only way 10 be sure that projects are
Sustainable -is - to -keep careful ‘track of all " Govemment's ‘long  term
commiunents.
Projects must not be considered in isolati:n: faciors such as implementation
capacity and the sustainghility, of -esusrern: sosts have 1o be considersd in terms
of the wombinzé implicanons of all projects in 2 particular sector.

12,10 Coherent financial and economic planning becomes increasingly difficult as
-government is not furnished with an accurate idea of the total level of external resources
“available in future yvears. Donors must supply governmen: with financial information

over a longer time period if these obstacles to efficient planning are to be overcome.

12.11  In order w strengthen the medium term planning process and utilise aid more
eliiciently, it is esssntial that donors provide information concerning their expected
commitments and disbursements over = longer planning period. The Round Table
conference is one particular mechanism that can facilitate this endeavour.

12.12 Duwring NDPI, governmeni will develop & monitoring system covering all
projects, and will produce regular reporis on projsct financial and physical execution.
The National Pianning Commission is currently developing both systems to ensure that
they are operationzl during the nsxt financial vear. Government also will place the
UlmoSst importance on monitoring the results of development spending, to ensure that
projects are mesting their objectives.

1213 Thus, Government considers that aid projects should be just as carefully
designed and appraised as those financed from Namibia’s own resources. Government
“will work closely with donors to reformulate projects that do not measure up to the sames
appraisal criteria as domestically-funded projacts.

Administrative Costs of Aid

12.14  Both Government and donors have an interest in minimising the administrative
costs of aid. At the same time, Government recognises that donors have the right to be
assured that their funds have been properly and effectively utilized. Government aims
to maintain standards of budgsting, procurement. accounting and auditing tha: will enable
donors confidently to channel their funds through the Government syvstem.
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12.15  Government acknowledges the importance of demonsirating its comrhitment to
the projects and programmes that recejve aid, and will normally do so by contributing
to the staffing and local costs of grant-aided projects. The figure below show the trend
of external assistance since 1990.

12,16  The administrative costs of aid both for Government and for donors, are
increased to the extent thar aid js narrowly tied to specific projects. Government
welcomes the movement of some donors 1o 2 more programimatic approach. The PS[P
has been presented in programme form, and the Govemnment intends to develop the
programme approach further with clear links between recurren anc development
expenditure programmes. - Government will encourage donors 10 channel their aid
towards the support of such programmes, rather. than - insisting -on - strictly project
" finencing, |

Sustairability
12.17  Govemment's concern tc avoid dependency on aid hes already been stressed.

This implies that sustainability wiii be & major criterion ir the design and selection of
projects. While donors committing their resources 1o Namibia can be confident that:

e - eir resources will be used for a clearly defined programme of
investment, which is consistent with the objectives, policies and Strategies
in NDP1.

that the long-run operationzl costs and staffing requirsments of all
projects in the PSIP have besn explicitly considered, and will be planned
for at the ourset.

that the projects 10 whick their resources are commitied will be carefully
monitored to ensure sustainability.

Technical Assistance angd Capacity Building

12.18  Namibiz will contnue to have substantial technical assistance (TA)
requirements during NDP1. However, Government is concerned to ensure that tschnical
assistance inputs do not become seli-perpeteating, withou: & corresponding development
of Namibiar capabiliies. All parties must be clear abour the roles assigned to TA
personnel.

12.19  In association with the United Nations and othar donors, Government has
benefited from several projects supporting the major macro-economic institutions
including the Minisiry of Finance, National Pianning Commission Secrstarizi, Central
Staustics Office and Bank of Namibia. Thege projects are reviewed in more derail in the
accompanying document on Economic Management,  An imegrated Economic
Management Programme has been formulated for the next five years and its outline is
contzined in the accompanying document.

1220  Government intends io develop 2 clear policy on the use of TA personnel
throughowt government so as 1o make most effective use of TA and ensure thar their
coniributions lead to sustainable improvements in GRN capaciry. The principles that wil]
guide the TA policy are described below.

n
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12.21  Where gap-filling is the immediate requirement, there must be parallel efforts
to train Namibians who can take over from expatriates. If on-the-job training is the
primary requirement, this must be reflected in the job descriptions and recruitment
criteria of TA personnel, as well as in the way that TA performance is evaluated.
Government recognises its responsibility to ensure that where this is required, TA
personnel are provided with appropriate counterparts, and that GRN personnel who
undergo training are bonded to Government service for an appropriate period.

Regional Dimensions of Aid

1222 Namibia actively participates in regional organisations, notably SADC.
International cooperation amongst Southern African countries will become. increasingly

- important. Namibia therefore welcomes the development of regional forums for the
discussion of aid and development issues, and the development of egionally-oriented aid
programmes 10 support the development of linkages amongst SADC countries.

Openness and Transparency

12.25  The hoiding of the Round Table Conference is z demonstration of the

- 00vernment’s commitment to openness and transparency in its relationships with donors.

" Keeping each other fully informed is an important aspect of coordination. Openness is
essential 1o ensure that aid is integrated inio national planning and budgeting processes,
that aid agencies are satisfied with the use of their funds. that duplication and overlap
are minimised, anc that the lessons of experience can be widely shared,

1224 One aspect of transparency is for all parties to be clear on the assignment of
responsibilities for aid management. Govemnment recognises that it must take primary
responsibility for aid management.

Responsibilities for Aid Management

i

1225  Responsibility for aid coordination was given to the National Planning
Commission in 1990, "to follow up on the Donors Pledging Conference in New York,
21-22 June 199C, as well as to sign all Agresments between the Government of the
Republic of Namibiz and the donors, be they governments, international organisations
or NGOs." The importance of having one instination responsible for coordination and
mobilisation of donor assistance was rezlised even ar this early stage in the development

of Namibia’s planning syster.

1226 As a cultwe of natonal development planning did not exist prior to
Independence, and the exact roie of the Natione! Planning Commission took time to
become clear, many ministries were able to develop direct links with donor agencies.
This made it difficult for the NPC to coordinate donor activities. Government and the
donor community must improve this siuation and ensure that all externally funded
projects have been properly appraised and reviewad for their consistency with overall
national objeaciives.
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12.27  The National Planning Commission Secretariat was given primary responsibility
for coordination of donor assistance. All requests for donor assistance and dealings with
donor agencies were to be channelled through the National Planning Commission. More
specifically the role of the NPC has been: ;

to prepare policy guidelines for development cooperation;

to prepare donor profiles of the policies, procedures, criteria and approachss
used by the various donor agencies;

to assist in identifying and mobilising resources available to finance specific
projects and programimes;

advise minisiries on the technical aspects of specific aid management for donor
agencies, l.e. conditions of disbursement, monitoring of implementation,
progress and financial reporting;

coordinate preparation of documents for reviews, consultations and negotiations
with donor agencies and sign Development Cooperatior Agreements (loans
xcludad).

12.28  To support Government effort at aid coordination, UNDP hes institned a bi-
““monthly meeting with 2ll donors during which experiences in their support for
development are discussed. A comprehensive data base compiled by UNDP provides
considerable datz on external assistance to Namibiz. The compiled information has been
shared with the Bank of Namibia for Balance of Payment purposes and with the National
Planning - Commissior for planning purposss.  Government’s own database on
development assistance flows to Namibia, maintained by the Nationa! Planning
Commission Secretariat and currently being upgraded will also support this endzavour.

1229  Donors can assist Governmen: in the developmen: of an effective planning and
budget sysiem by working with the agreed contact institutions and contact officials, and
by avoiding direct contacts with sector minisiries. In addition, donor agencies can help
to develop Government project planning and managemeni capacity by involving sector
ministry and Ministry of Finance oificials in project preparation and appraisal missions.
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Part E F UNDIN G REQUIREIWENTS

13. The Public Sector Investment Programme
Overview

13.1 Volume II of the First National Development Plar comprises a Public Sector
Investment Programme (PSIP) for the five year period: 1995/96 to 1999/2000. The PSIP
consists of descriptions of development programmes, and the associated projects, that
have been identified for implementation in the nex: five years. Each sector, programme
and project is costed vear-by-year. These details are presented in tables 14.3 - 14.5.

13.2 The preparation of the PSIP is Government's first attsmpt to produce a five

year public investment portfolio. However, improvements to the presemation of the

budget started 1n 1993/94 with the preparation of the first Development Budget. This

supplement 1o the Annual Budget presents estimates of expenditure for three years for

each development project, and includes 2 brief description of the project activities. The

three year estimartes are rollsd over every year. Three Development Budgets have been
~approved by Parilament to date.

Role of the PSIP

13.3 The projects included in the PSIP have bezen identified by lins ministries as
possible means tc address the consiraints, while implementing the policies and strategies
outlined above. The projects were screened by the National Planning Commission to
ensure consistency with government objectives and policies, However, Government is
aware that existing capacity to prepare and evaluate projects needs further strengthening.

13.4 The PSIP demonstrates how the policies and stratsgies in the sector chapters
could be implemented; and provides an overview of the aﬂvelopmum activities to be
implemented during NDP1 for government officials, the privaie sector and donors. The
PSIP provides a frameswork for donor funding, so that donors can direct their resources
to activities identified as consistent with Government prioritiss. It enables the forward
planning of development activities for the Plan period. It will also facilitate recurrent
cost planning.

Scope of the PSIP

13.5 The PSIP resmicts itszlf to "development” expenditures, i.e. those that are aimed
at achieving devslopmsnt objectives rather than operetionsa! expendimres of Government.
Thus they include expendimires on investment frems such as purchzss of land and
construction of infrastructure, as well as operational expenditures which are not
permaneni or recurrent operztions, such as capacity building projects, feasibility smdies
and systzms davelopment
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13.6 In preparing the PSIP, Government aimed at presenting a complete picture of
all development programmes and projects to be implemented by Government during the
NDP1 period, including all donor funded projects. Ministies were encouraged to
provide information on all their projects, including those that had not been included in
the Budget in previous years, While significant progress was made in capturing all
donor funded projects, some donor funds remain outside the PSIP.

13.7 Improvements to budget presentation and ciassificatior. mean that donor funds can
be shown in the Development Budger and PSIP even if they are not channelled through
Government accounts. There are four types of funding shown in the Development
Budget and PSIP:
- domesic GRN fupds

donor funds channelled through the Staie Revenue Fund

donor funds outside the State Revenue Fund

projects where no source of funds has yet been identified: "To be Funded",

13.8 One of the key points to note is that many of the projects inciuded in the PSIP

are only at the identification stage in the project cycle. They siill need to undergo

detailed preparation and appraisal before being included in the Development Budgst.
~11is does not apply to all projects: some are already eing implementad or have been
" approved for inclusion in the 1995/96 Development Budget.

13.9 The programme, ssctoral and global totals in the PSIP are not guidelines. In many
cases, the projects identified fall substantially below the guidelines indicated in NDPI.
The project portfolio will be developed during NDP1. Project identification capacity in
offices and minisiries will be strengthened s an integral part of the NDP1 straiegy.

14. Funding Requirements

1
14,1 Some of the donor funds required to pay for the programme outlinad in the First
Netionel Development Plan have already been identified. In other cases, donor funds
remain to be idemtified. This section discusses the role of &id in government's plans for
development expenditures, and analyses which Voies have funding gaps.

The Global Financial Gap

14.2 The Development Budgset financial gap is definad as:

LY

Total Development Expenditure - (Governmem Contribution = Donor Commitments)

14.3 The financial gap represents the difference between planned government
expenditure and resources currently commined. Table 14.1 demonstrates the size of the
global financial gap during the remainder of the plan period.
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14.4 It is apparent that the global financial gap increases rapidly throughout the planning
period. This reflects decreased dopor commitments rather than increased government
needs. Government plans to increase development spending at 6% annually in real terms
throughout the plan period. It is hoped that the international donor community will
provide & matching rise in external funding. It has been shown that this level of
development spending is sustainable and in line witk government’s implementation
capacity and the country’s abilify to absorb external resources.

14.5 As Table 14.1 demonstrates, ceniral government is requesting only a small amount
of external funding for development projects, approximarely equal to US§ 758 million
over five years (or USS 152 million per year), of which USS$ 276 million has already
~‘been commitied. It forms approximately half of total Development spending during the
NDP1 period. This can significantly improve the lives and opportunities of those
currently without access clean water, education or health care. It will support the
continuing fight against the legacy of apartheid and strengthen democracy and
accouniability within the country and the southern Africe region.

Table 14.1: Financial Gap 1996/97-1999/2000
NS million (Constant 1995/96 prices)

et

1995/96 1095/87 1297/98 1598/9% 1999/00 1925/6-
. ‘ 1996/00
Total Developmen: o4z 1,000 1,060 1,123 1,190 3,316
Expendimure
GRN Commited 4539 485 515 344 579 31,585
. Donor Commized 484 338 140 20 13 005
Donor Funding 484 513 544 577 611 2,730
Guidslins i
Financia! Gap ¢ 173 404 357 599 1,733
Financial gap as % of 0% 18% 38% 50% 50% 33%
Totzl Dev. Expendinrs
Donor Comminsd in 134 94 39 6 4 276
US$ millions’
Donor Funding 134 143 151 160 167 758
Guideline in USE
millions .
Financial gap in USE 0 49 112 133 166 482
millions

Source: PSP
Note: ' Using N81 = USE3.6 throughout period (i.e. constan: 1895/25 USS millions)
Notz:  For z defipition of the "Tinancial Gap” see 14.2
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Financing the Gap

14.6 Govemnment plans to finance the gap through external resources. Government is
prepared to consider concessional loans provided by Namibiz’s development partners.
These loans will all pass through the State Revenue Fund. However, government
envisages that the vast majority of the gap will be financed through grants, of which the
majority will be outside the SRF.

147 Namibie hes a strong case for requesting grants rather than loans from its
international development parters, since the majority of the development spending
envisaged is for social spending and social infrastructure, rather than for mmedzatelv
. produc[]_ve phvh]_ca]_ infrastuciure. - B OO SO

Vote Financial Gaps

14.8 Figure 14.1 and Table 14.2 highlight the Votes that exhibit ths largesi financial
gaps. The figure also illustrazes the sums already committed, by donors and by
government, for the period 1996/96-1999/2000 (conszznt 1995/96 N§ thousands).

~14.8 The disaggregation of financial information by Vote in Table 14.2 reveals that not
all sectors require an equal amount of external funds. Government will haves o meet a
greaier share of the resource requiremsnts for Voies that are ualikely to be funded
through external resources. The Voies of Health, Basic Education and Regional and
Local Government and Housing have all been priority ssctors since Indepsndence and
will stll require donor’s support throughout the plan period. The decentralisation of the
regional tier of government must be supported while in its initial stages. All these
measurss if successfiil will help consolidate the progress achwved towards social justice
since Independence.

14,10 The producnve seciors of Mines and Energy and Fisheriss require assisiance
to support private sector inifiaiives such as small scale mining and exploration and
exploitation of nsw discoveries. SIIlL scale mining projects will allow Namibian
entrepreneurs o bensfit from the country’s rich natural resources, as will the exploitation
of fishing quotas that were allocatsd with development objectives in mind.

14.11  Alid 1o the wansport sector has allowad the consouction of the Trans-Kalzhari and
Trans-Caprivi highways. These roads will facilitate the country’s access to regional and
international markets. The next stage of development will facilitaie access for rural farmers
in the deprived communal arzas to regional towns where they will be able 10 market their
produce and dvnamisz the local economy. In this coniext, aid to the eavironmenial sector
is necessary to preserve Nezmibia's impressive flore and fauna and ensure that agriculmral
development takes place on an environmenially sustzinable basis.

14.12  Finally donor support to the macroeconomic institutions of governmeant such as the
Neztional Planning Commission Secrewariar (including the Central Siztistics Office), other
parts of the Ministry of Finance, and the Bank of Namibiz, will be critical to the competent
managemen: of the country’s economy during the years shead.
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Figure 14.1: Average Annual Financial Gap 1996/97-199%/2000
Constant 1995/96 NS thousands
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Table 14.2 : Average Annual Financial Gap 1996/97-1395/2000
(constant 1995/96 NS thousand)

N Yoz Finuneial
N Gap
10 Basic Educadon anc Culurs 72,195
13 Hzelth and Socia! Services 66,860
15 Minas and Energy 3022
17 Regionel end Local Govemmen: znd Bousing 25,375
Ib Environmen: end Tourism (inc. Forasey) : : 14,812
0 Agnsulner and Rursl Devzlopment 51,446
. 21 Wamzr Affairs 31,513
21 Fisheries and Merne Raspurses 22,057
24 Transpor: 51,058
26 Watonal Planning Commission 19,037
Other 48,180
Totl 433,808
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Table 14.3:

PSIP Identified Expenditure by Sector

constant 1995/96 NS thousand

CODE  SECTOR 1993-96 1056-97 1897-98 1998-9% 1993-2000 TOTAL
) RLG _Reg'mna] & Local Government 44,434 45,180 46,023 46,835 48,315 _ 230,775
POP  Popustionin Developmen L4 LEIS 230 2200 1800 | loos7
LAE Labour & Employmsant 300 200 o] 0 C ‘ 500
REDV Rural Developmen: 3,782 2,000 300 350 o 6,432
FSN Food Security & Numiton 4,344 2,200 2,430 2,600 2,335 13,909
s0C Sorial Welfarz 6,228 6.12¢ 5,840 6,318 4,227 28,332
ENV Environment 3,580 25,800 33,100 17,100 11,100 55,780
END Land 5,000 6,064 5,025 5,221 7,624 28,934
AGR Agriculurs 100,079 BG,354 45230 7,014 3,187 i 251,884
VFDR Forastcy 13,317 2,264 3,656 2,095 814 ; 28,247
F1S Fisharias & Marinz Resources 41,4380 1E,987 23,685 9,600 64,800 160,532
TEW Tourism & Wiidlife 3,300 8,250 23,250 0 Q : 34.350
Té&l Trade & Industry 10,000 £,403 6,507 7,337 7,064 : 3_9,313
MIN Mining 66,844 37,403 24,160 16,200 16,200 160,907__
E&T Education & Training 159,271 180,264 150,718 112,342 115,954 718,357
HLT Hezlth 82,910 85,440 77,253 83,618 85,883 520,123
Hé&:S Housing &Eetﬂ:m:m 34,230 51,230 61,130 64,880 74,356 286,066
WE:S Watzr & Sanimting 54,808 101,403 53,662 B4,24] 63,360 438,474
TPT Transpor: 106,747 145,204 13138 134,420 203,100 715,773
EGY Enzrgy 18,142 32,002 15,732 16,377 17,168 100,418
CUL Culmre 14,625 34,753 54,707 25,834 16,140 126.1'5'1
s Law, Justice & Security 7,638 41,432 44 782 58,250 65,281 255,391
GOV Govarnmant Sarvices B2.B4: 66.?'“7'2” 41,558 ...?ﬁ,ﬁﬁs 34,404 i 261,941
GRAND TOTAL 054,983 1,005,264 873,92z 738,620 B45 524 4,724 322
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Table 14.4: PSIP 1995/96 Identified Expenditure by Sector & Source of Funding

constant 1995/96 N& thousand

CODE EECTOR GRN Donor TBF TOTAL
RLG Regional & Local Government 44 424 e 0 44 424
(FOP . FPopulatos in Developmen: 0. LB 0 ..1,848
. LaB  Labour & Employmear 200 100 0 . 300
RDV Rural Development 2.050 1,732 ¢ 3,782
FSN Food Security & Nurridon P48 3,396 0 4,544
s0C Socia! Walfarz 5,420 808 0 6,228
ENV Environmans b 3,380 0 5,580
LND Land 5,000 0 G 3,000
SEGR Agricubnure 58,650 40,428 4] 100,67%
FOR Forssay 4,620 8,287 ¢ 13,317
FIS Fisherizs & Marin= Resources 2,420 39,050 o 41,480
TE&EW Tourism & Wildlife 3,300 o ] 3,300
T&I Trads & Indusoy 1G,0C0 0 0 16,000
MIN Mining 2,200 64,744 0 66,544
E&T Eduzarion & Treining 59,750 99,521 4] 159,371
HLT Health 43,083 43,918 0 85,5910
E&S Housing & Sesiemen: 34,250 0 0 34,250
W&S Wartar 6:. Sanirzdon 60,680 34,128 0 94,808
TPT Transport 3,818 100,925 0 106,747
EGY Enzcgy 5,507 12,642 [t} 18,149
CUL Culmr= 14,100 525 0 14,623
LIs Law, Jusdes & Securiy 47 858 ] ¢ 4-7[&58
Gov Govemmen: Servicss 474355 35,485 0 82,941
GRAND TOTAL 458,622 498,343 ¢ 854,985

-

64



