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LIVELIHOODS

great deal of variation characterises the economy of Namibia. There
are the formal, well-known economic measures and resources: gross
domestic product (GDP), Gini coefficient, imports and exports,
for instance. Some aspects of the formal economy are described in this
chapter and elsewhere, such as mineral resources (pages 64-70), tourism
(pages 254-255), commercial farming (pages 246-253), employment (pages
328-329), and marine fisheries (pages 200-201). Other major features
of the economy are poorly documented, are less understood or of limited
interest to economists, such as the values of remittances and capital assets,
sustainable development, human happiness, and the informal economy.

As one might expect, there have been significant changes in the
socioeconomic landscape of the county, and it continues to evolve. New
livelihoods and land uses introduced over the past 130 years (page 245) is one
example, another is the escalating movement over the past 50 years of labour
and productive energy from rural areas and subsistence livelihoods to towns
and income-based livelihoods (pages 264-268 and 299). Policies and attitudes
towards the use of natural resources have also changed: whereas exploitation
and slaughter were norms 50 years ago, nowadays wildlife and indigenous
plants are valued, protected and managed for their aesthetic and economic
values in many parts of Namibia.

These changes have taken place over time. Other variation has spatial
and/or socioeconomic dimensions: between the arid west and south and
the wetter northeast; between formal and informal urban homes; between
communal and commercial farming areas; and between rural and urban
Namibia. This diversity underscores the many different ways in which
Namibians make a living.

The bright lights of Windhoek and other cities beckon, enticing rural
people to incomes, services and goods that are seldom available in the
countryside. These urban incomes support the cities’ residents and often,
via remittances, relatives who have remained in rural villages. Many

city dwellers, in turn, also benefit from capital resources in their home
villages. These growing cities with their increasing concentrations of
people, businesses and industries consume considerable amounts of power
and water (pages 344-345 and 136-137), driving Namibia to turn to
innovative supply schemes and effective systems to manage their use.
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Two economies

Rural Africa

“Western” cash economy

Families are broadly defined and identified with the ‘village’.

Families are small, and identified with the household and through
paternal and maternal lineages.

Each family has diverse income sources.

Each family has few sources of income.

Properties are not registered or tradable.

Properties are registered with tradable titles.

Capital resources lie in social relations, family, land and livestock.

Capital resources are kept in property and financial investments.

Inheritance is broadly based, often along matrilineal lines.

Inheritance is confined to the immediate family.

Labour operates in the ‘informal’ economy, often as casual labour
and with few terms of employment.

Labour operates in the ‘formal’ economy, with documented
records and conditions of employment.

Transactions are through exchanges and bartered goods and are
seldom recorded.

Transactions are documented and in agreed currencies.

Taxation is informal, usually to the traditional authority.

Taxation is regulated, often to multiple authorities.

Economic parameters are seldom monitored or studied.

Economic parameters are regularly monitored and studied
exhaustively.

10.01 The dichotomous foundation of Namibia's economy

Underlying the temporal and spatial variations of Namibia’s

economy are two major dimensions: one rooted in Rural Africa

and the other in the so-called West. The major parameters of each

are listed in this table.

To underscore the difference between urban and rural economies, imagine you have 1,000 Namibian dollars to spend. In town you can walk to a
shop and spend the money in five minutes. The shopkeeper can use the profit for her own gain or to add to her stock by buying from her suppliers.
Her suppliers, in turn, spend their profits as they need. The cash efficiently flows from one person and business to the next, and the 1,000 dollars soon
multiplies into 4,000 dollars as it passes through the hands of five people and generates value for each person as it goes. The distance and time money

takes to move between people (and to reward them) is small.

Now imagine the same process in a rural area where people live far from each other and shops. It may take many weeks for this money to pass
between the same number of people, and each will have expended much more energy — through walking, cycling or driving — to gain the same added
value. The density of people in towns allows energy and money to be transferred rapidly and efficiently. The same is true in providing and accessing

health, education, electricity and other services.




Household economies

The measures of financial wealth presented in this section were
derived from income and expenditure surveys conducted by
the Namibia Statistics Agency in 1994, 2004, 2010 and 2016.
During these surveys, each surveyed household keeps track of
all its expenditures in cash and in kind over a period of four
weeks. The values of the expenditure are then extrapolated

to estimate total spending per year. Total expenditure is
generally equivalent to income because households seldom save
significant amounts of income.
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Estimates of wealth based on expenditure are also more
reliable than those on reported income. Medians are more
accurate measures than averages of household wealth because
small numbers of very wealthy households skew or distort
averages. The median is the number that divides the wealthiest
and poorest halves of all the households in an area. In other
words, half the households have expenditures higher than
a median of say 7,000 Namibian dollars and half have
expenditures of less than 7,000 Namibian dollars.
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10.02 Median annual expenditure per person, 2020'

In general, the wealthiest people are in urban areas and the
poorest are in rural Namibia. Moreover, the poorest urban
residents are generally better off than most rural residents,
especially those in remote, sparsely populated communal
areas. This comparison takes account of both cash and in-

kind values. Indeed, it is only in certain communal rural areas
where there are substantive income opportunities outside of
farming, for example from jobs and businesses, that significant
numbers of residents have incomes comparable to those in

urban centres.
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Median expenditure
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10.03 Median annual expenditure per person in a selection of urban areas, 2020°

Variation in wealth within these 10
towns, as reflected by median annual
expenditure, largely reflects the current

socioeconomic divide between formal,

wealthier housing and concentrations
of poorer people in recently established
informal settlements. For example,

median expenditure in the wealthiest

areas of Windhoek, Walvis Bay and
Swakopmund was about 13 times greater
than those in the poorest settlements in

each of the same towns.

10.05 Proportions of poor and severely poor households, 2004-2016'

Poverty is measured in Namibia’s income
and expenditure surveys by calculating the
proportion of households able to afford
basic needs, such as clothing and health
care. Poor households cannot afford

these basic needs, while severely poor
households are those that are also unable
to afford enough food to meet their basic

calorific requirements.

Poverty levels declined nationally and
in both urban and rural areas between
2004 and 2010, and then marginally
between 2010 and 2016. Increased social
grants and remittances and increased
migration from rural to urban areas were
perhaps the major factors that contributed
to these improvements. Poor agricultural

production and access to markets, and an

unwillingness to sell livestock or surplus
harvests are significant causes of rural
poverty. Many, perhaps most, families in
communal areas and on resettlement farms
depend on off-farm incomes in the form of
remittances, social grants and retail trade

in goods and labour.
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10.04 Incidence and intensity of poverty, 2016°

There are many dimensions to poverty
which go beyond monetary poverty (pages
332-333). One is the incidence of poverty
(top) which is the percentage of people

not having certain proportions of the
following: adequate or reasonable housing,
heating and cooking fuels, safe drinking
water, communication technology,

levels of education, access to health and
transportation, and nutrition. Using this

measure of incidence, 43.3 per cent of the
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population in Namibia was classified as
poor in 2016. The incidence of poverty in
rural areas (59.3 per cent) was more than
double that in urban areas (25.3 per cent).
Another measure is the intensity of
poverty (also top). In 2016, this was 44.0
per cent, which meant that poor Namibians
were deprived on average of 44.0 per cent
of services and assets regarded as necessary
for wellbeing. The intensity of poverty
varied less across the country, suggesting
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that poor people suffer from similar kinds
of deprivation no matter where they live.

The multidimensional poverty index
(bottom) is a composite measure created
by multiplying the incidence and intensity
of poverty. It provides an index of acute
poverty, which, in 2016, was almost three
times higher in rural than in urban areas.
The index values for Kunene (0.38) and
Kavango West (0.39) were six times higher
than that for Erongo (0.06).
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Employment

Regular labour force surveys are used to measure employment
and unemployment rates. These are proportions of people in
Namibia’s potential labour force who work or do not work,
respectively. The labour force consists of everyone who is 15
years and older and who is available to work regardless of age,
but it excludes people who are unable to work, such as full-time

students or homemakers or those who are ill, disabled or retired.

Three categories are recognised amongst those who are

Especially over weekends, unemployed men gather
to seek temporary jobs on certain of Windhoek’s
street corners. Unemployment rates have risen in
recent decades while poverty rates have dropped.
This apparent paradox arose as Namibians have

moved away from the income poverty of subsistence
livelihoods in rural areas to cash incomes in urban
areas. This is not an economic paradox but a
statistical one, and a consequence of how employment
is measured. Take this illustrative example: a

young man or woman living in a communal area is
informally employed as a farmer, but having moved to
town, the same person may earn a moderate income
in the informal sector. He, or she, is now often better
off but would normally be reported as unemployed
since that is what the person answered even though
she or he was doing a casual job.
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employed. Formal employment offers at least membership of

a pension scheme, medical aid and/or social security. Workers
who lack these benefits are placed in the category of informal
employment. Most of them are farmworkers, domestic servants,
labourers, cleaners or general assistants. Vulnerable employment
describes occupations that are insecure, with few or no formal
arrangements. Most often, it refers to communal farmers,

unpaid family members or people who are self-employed.

10.06 Unemployment rates, 2004-2018’

Between 2004 and 2014, urban unemployment was relatively
constant, while unemployment in rural areas decreased initially and
then rose again. Some of these changes, however, reflect changing
definitions of employment over the years. This is especially true

in the case of rural smallholders who farm largely for domestic
consumption; at different times, they have been regarded as
employed or as unemployed (in particular, if they reported that they
were also seeking employment). In 2018, unemployment rates stood

at 33.4 per cent in both rural and urban areas.

10.07 Youth unemployment,
2013-2018°

Unemployment rates among the youth
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(aged 15-34 years, and neither full-time
students nor home-makers) increased over
the period 2013-2018, with close to half of
these young people unemployed by 2018.

Younger people in this age group are
more likely to be unemployed than older
people. In 2018, for example, 69.9 per
cent of people aged 15-19 years were

unemployed compared to 57.0 per cent of

people aged 20-24 years, 42.3 per cent of

2013 2014 2016

2018 people aged 25-29 years and 32.5 per cent
of those aged 30-34 years.
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10.09 Main sources of household income, 2001-2016’

The percentage of households in rural
areas for which farming was a main source
of income in 2001 halved by 2015/16

to about 22 per cent. Thus, only about

one in five rural households derived their

main income from farming in 2016, while
salaries, pensions and other types of
income (mainly remittances, grants and
trade in goods and services) became more

important in contributing to household

income. Although farming has decreased

in importance, the numbers of livestock

in communal areas have increased
dramatically, while numbers of livestock on

freehold farms have decreased (figure 8.03).
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Namibia's informal economy

Banks, including the central Bank of Namibia and the World
Bank, and other institutions, such as the Ministry of Finance,
Economics Association of Namibia, the Namibia Statistics
Agency, compile, analyse and report reams of information

on Namibia’s formal economy: inflation, employment

(pages 328-329), foreign exchange rates and reserves, gross
domestic product and Gini coefficient (page 332), among
other economic indicators. This is valuable. But the wholesale

[

g

focus on these measures suggests that the formal economy is
Namibia’s only economy, which it certainly is not.

While the value of Namibia’s informal economy is difficult to
quantify, it may be of a similar magnitude to informal economies
estimated elsewhere in the world. Excluding agriculture, the
percentages of national economies that are informal are: sub-
Saharan Africa, 25 per cent; northern Africa, 21 per cent; India,
26 per cent; and Latin America, 22 per cent.'

At least one third of Namibia’s labour force operates fully within the
informal economy. They are the 33.4 per cent who are officially classified
as unemployed. Other beneficiaries or participants are the 17.4 per

cent employed informally and 21.0 per cent employed in vulnerable
occupations (pages 328-329).

The informal economy is thus the only means of making a living for
most Namibians. Much of it may be concentrated in markets. Here are
people who prepare and sell food, repair telephones and tyres, provide
hairdresser and seamstress services, sell telephone credit, or who are
mechanics, panel-beaters and electricians. These and other informal
entrepreneurs make a living as well as providing goods and services to
those people who may not be able to afford them from formal businesses.

There is, however, another major informal sector of Namibia’s
economy, one that helps the rich and politically connected to get wealthier.
Its extent is unknown, and its boundaries hard to define. It also operates
under a variety of labels — corruption, theft, fraud, moonlighting, state
capture and kleptocracy — all of which occur informally and often illegally.
The high-level panel on economic growth appointed by the President of
Namibia in 2019 identified political patronage as the driving force behind
systemic corruption that leads to the major losses of public funds.

In Namibia, two forms of capital are distinctly within the informal domain of the economy: land and livestock. This is especially true in communal
areas. Both land and livestock have to do with capital and its uses as savings, security, resilience, investments and venture. Much capital is thus secured
in and around these houses in Kunene (top left), the Zambezi region (top right) and lIKharas (bottom). But the capital is hard to see and to measure,
and its value often hard to comprehend. Here is land where family members have a home and to which they have customary rights, often in a broad
but significant sense. Here, too, is the base of cattle, sheep, goats and poultry held as family capital. Much of this capital will never be traded. But when
needs arise, it will be used as security, for resilience and to strengthen social alliances.
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Alliances between urban and rural family members facilitate the transfer of cumulatively enormous sums of remittances in cash and goods, often piled
high on such mini-bus taxis. This has led to one of the most significant changes in Namibian society and its economy in recent decades. Whereas all,

or most, family members traditionally resided in the same homestead or village they are now split between members in towns and those remaining in
rural homes. This broadens the economic base of families substantially. People who remain in their traditional rural homes often have new benefits from
remittances provided by their urban relatives, while connections to their rural homes may provide urbanites with some food and other resources, as well
as rights to the capital values of land and livestock held by their nuclear and extended families.

e e O

It is widely believed that Namibian livestock are farmed for production, to supply an income for the farmer and food for the population. But this

is not true for many, perhaps most, Namibian cattle and goats. These are animals in agropastoral communal areas, particularly central-northern
Namibia, Kavango West and Kavango East. To a lesser degree the same applies to cattle and goats in pastoral areas of Kunene, Erongo, Otjozondjupa
and Omaheke, on many resettlement farms and on farms owned by wealthy urban residents. There are some notable exceptions, for instance in the
substantial marketing of goats in former Namaland and cattle in former Hereroland (pages 273 and 275).

Animals that are neither sold nor slaughtered regularly do not provide their owners with steady revenue or income. They are not used for production.
Instead, they are kept as capital (akin to savings, security or investments). This is true in much of Africa.!! Livestock ownership is thus divided into
‘farming’ and ‘keeping’. ‘Farming’ generates income while ‘keeping’ increases capital. Divisions between the two may blur, for example, when market
opportunities encourage ‘keepers’ to sell, or when ‘farmers’ gain other incomes that allow them to be ‘keepers’.

Today, people living in towns own more livestock than those who live in communal homes. This has implications, both environmental and social.
Many commonage areas are now overstocked, and the small herds belonging to resident families fortunate enough to have a few animals barely manage
to compete for forage and water. These families lack substantial incomes, and their livestock ‘savings’ are thus vital in times of real need.
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Human wellbeing and happiness

Standard economic models such as those in use in Namibia
today are based on the growth and value of goods and
services in the economy. The key parameter measured by
most conventional economic models is gross domestic
product (GDP),'? which is the total value of tangible

services and goods produced annually. However, many
scientists and other people question the value of GDP as a
measure of progress and new measures of the quality of life
are being advanced, including that of human wellbeing and
human happiness.'?

Sustainable Development Goal _ Total number of
indicators per goal
17: Partnerships for the goals | o - 25
16: Peace, justice and strong institutions | 23
15: Life on land | 14
14:Life _below wa_ten 10 Moderate dgs:/eeéze Significant
) ,13: Climate act!on b 8 decrease improvement
12: Responsible consumption and production | 13
11: Sustainable cities and communities | | 15
10: Reduced inequalities | 11
9: Industry, innovation and infrastructure | [ | || 12
8: Decent work and economic growth | [ [ | | 17 ‘
7: Affordable and clean energy | | 6
6: Clean water and sanitation | o 11‘11
5: Gender equality | No Moderate
4: Quality education | 11 trend ....II| increase
3: Good health and well-being | I .| 27
2: Zero hunger | 13
1: No poverty | ‘ ‘- | 14
-10 -5 0 5 10 15

Number of indicators updated in Namibia between 2015 and 2019

10.10 Progress towards achieving the Sustainable Development Goals (SDGs), 2015-2019"

The United Nations established 17 Sustainable Development Goals
(SDGs) that member countries aim to achieve by 2030. Each goal is
listed on the left-hand side of the graph. Change is assessed using a
number of indicators for each goal (shown on right-hand axis). The
number of indicators updated in Namibia between 2015 and 2019
for each SDG can be added together from the bars in the graph. For

example, seven indicators, out of 14, were used to assess progress in
abolishing poverty. Notable improvements were made in eradicating
poverty and hunger, raising gender equality and improving life on
land, but Namibia’s scores on decent work and economic growth,
and on peace and justice deteriorated. The overall trends for

Namibia’s 135 indicators are summarised in the pie chart (right).
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10.11 Income Gini coefficient, 1994-2016"

Namibia has made significant progress in reducing this measure
of income inequality over the past 30 years, as reflected in its Gini
coefficient decreasing from 0.70 in 1994 to 0.56 in 2016. While
Namibia now has greater income equality than before, major gaps
in wealth remain. Closing these gaps is important, for example, by

creating opportunities for those less fortunate to become wealthier,

and by ensuring that excess wealth is used for the benefit of Namibia.

Namibia’s ranking

Measure Out of 41 countries Out of 108
in Africa countries worldwide

Overall happiness 24 99

Social support 4 82
Freedom to make 22 88

life choices

Generosity 35 86
Perceived 31 71
corruption

Life expectancy 21 106

10.12 Wellbeing in Namibia ranked against
African and other countries, 2021*

In a global survey, Namibia’s social support scored well against
other African countries, but perceptions of corruption were high.
On all scores, Namibia was in the lowest third when compared to

countries elsewhere in the world.






















































