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SUMMARY AND CONCLUSIONS

General Background

i. This docurent, prepared by a World Bank team, is one in a series
of four document: financed by UNDP and prepared at the request of the
Government of Namibia in preparation for a donors’ conference scheduled for
June 1990. The purpose of this document is to present an assessment of (1)
the strengths and weaknesses of the Namibian economy; (ii) its growth
prospects; (iii) policies needed to address important equity issues and spur
growth and employment generation; and (iv) external agsistance required to
finance priority Government expenditures. The document represents the firg:
part of a two-stage process and its intention is to present a preliminary
view of these matters to assist the donor community in its inftial
deliberations on a strategy to support Namibia. Owing to time limitations,
the document presents detailed fiscal and macroeconomic projections for 1991
and 1992 only; projections for the following three years are merely
indicative. The second stage, to be prepared later on during the present
calendar year, will consist of a full-fledged Country Economic Memorandum and
will examine in more depth the issues touched upon in this document, as well
as important sectoral issues. :

i1, The companion documents, Prepared by other teams, outline the .

Government's development policies (General Policy Statement on the
Reconstruction and Development of Namibia), present an analygis of the
Government’'s investment program (Investment Programme), and make
recommendations for Government policies for private sector development
(Policy Recommendations for Private Sector Development in Namibia),

Overview of the Namibian Economy

ii4. The post-independence Namibian Government inherited an economy of
sharp contrasts. From many viewpoints Namibia is a prosperous middle-income
country. Its per capita income is on the order of US$1,200--which makes it
one of the richest in sub-Saharan Africa--its Physical infrastructure is one
of the best in the region, its telecommunications system one of the most
efficient, and its public administration one of the most highly developed.
At the same time, Namibia has one of the most skewed income distributions,
with a tiny minority enjoying incomes and health and education services at
levels comparable to those of a Western European country, while a vast
majority lives in conditions that are bare y above subsistence and suffers
from highly inadequate public services.l In addition, the Government
inherited a stagnating economy whose unemployment rate is estimated at 30
percent.

1/ Per-capita GDP in 1988 was about US$1,200. The white population,
comprising SI of the total, had an estimated per capita GDP of US$16,500;
non-whites within the modern economic activities (about 402 of the total) had
an estimated per capita GDP of US$750; and the rest--non-white population
dependent upon subsistence agriculture and informal activities--had an annual
per capita GDP estimated at only Us$ss.

- q
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The Government's Economic Challenge.

iv, The Namibian Government faces three main econOﬂ{c challenges,
reactivate the economy, reduce income disparities, and restrain and redirect
Public expenditures. The Namibian eéconomy has had a lackluster Performance
for the Past 20 years. After expanding rapidly at 9 percent per year during
the sixties, itg growth rate fell to nil during the seventies.

V. Beginning in 1980, the eéconomy fell into a recession that lasted
five years and that brought Gpp down by 6.8 percent. After recovering the
lost ground in 1986-88, growth stopped in 1989. Owing to continued
Population growth, Per capita GDP declined without interruption during the
past decade and st independence it was 23 percent lower thap in 1980.
Independence, the Cessation of hoatilities. and the suspension of sanctions
8gainst Namibia, are likely to fuel expectations that the Government wij]] be
under great Pressure to fulfi]],

vi. The second challenge facing the Government ig closely related to
the first. The extreme disparitieg in income distribution and the provision
of social services are in 8ood part, if not solely, the results of apartheid.
Apartheid policies disappeared with independence. The heretofore
disenfranchised and neglected majority will rightfully éxpect to partake in
8reater measure of the country's income and wealth, Addressing the country's
equity problem 8t an acceptable pace without jeopardizing 8rowth will pe
another major challenge.

vid, The equity issye should be resolved while avoiding the type of too-
quick and too-expengive solutions that in many other developing countries
have led to high inflation and low (or even negative) growth, Over the next
few years, there will pe 4o need for a redirection of social Government
expenditures towardg the poorer part of the Population, which up to now has
been concentrated mainly in the northern areas, near the border with Angola,
It will be likewige hecessary to increage maintenance expenditures ang public
investment, also with emphasis on the northern region and on the needs

reinforcing the drive for employment creation i{n the modern gector might algo
be appropriate, although further analytical work would be tequired in thig
area,

viid. Finally, the Government faces a figcal problem. For reagsong
explored fully in the main text, the new Government inherited apn oversized
public administration and an undesirabile composition of public expenditures,
some of which are of questionable efficiency. Ziscal policy was adjusted to
declining budgetary Support from the Republic of South Africa (RSA) in the
past four years. The Central Government ‘g deficit wag brought down from an
estimated 22 percent of GDP in fiscal 1984 to an estimated one percent just
prior to 1ndependence. but the Mmeasures taken did not address fundamental
imbalance Problems, The deficit wags reduced initially through higher taxes
and lower public investment and maintenance expenditures, and later through
sharp reductiong in defense spending. At Present, the level of current
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expenditures is sti]ll excessively high, while maintenance and capital
expenditures are too low. Government ‘needs to change the composition of
expenditures, increase their efficiency and contain their growth. This will
be a difficult task that will require time and deft economic management.

ix. A constitutionally-enshrined job guarantee for public employees,
inspired partly by the need to retain capable and experienced public
servants, reduces the scope for lowering expenditures in the short run,
Independence also entails expenditures that were not necessary before (e.g.
Customs Department, Ministry of Poreign Affairs, embassies). As indicated
above, there will be a need for additional social expenditures in the
underdeveloped northern region and for poorer Population groups. The
maintenance of existing infrastructure and the pent-up public investment
needs--including essential infrastructure in the north--will algo requirao
additional resources. Reducing expenditures vhile attempting to provide more
and better health, education and housing services to the majority of the
population will be a difficule management problem; in the short-run,
expenditures are likely to rige.

x. Increasing tax rates, wvhile feasible, might not be advisable, as
the tax burden is already at developed-country levels and it {s important to
maintain an attractive economic environment for the private sector. There
is room for broadening the tax base and reducing overly generous exemptions,
but these changes would require further analytical work; the scope for change
in the short run appears limited. Moreover, for historical reasons, about
one-fifth of Government revenues comes from the South African Custom Union
(SACU) arrangements with the RSA. These revenues reach the Namibian fisc
with a two-year lag and do not depend on objective criteria, but on on-going
negotiations with the RSA, which means that for the next two years the scope
for change is also limited. The fiscal deficit, therefore, {is likely to
increase in the immediate future.

xi. In the medium term, increases in tax revenues are likely to arise
from economic growth. There should also be scope for revenue increases from
broadening of the tax ba®e. On the expenditure side, a rationalization of
the public administration should yield some savings. These changes will take
time. The transition tovard fiscal sustainability wil} require careful
management. During the transition period, without foreign financing and
other budget support, expenditure reduction wvill almost certainly have to
fall on investment and maintenance, as it did in the recent past. An
adequate level of external financing for social expenditures op health,
education, and houaing--preferably On concessional terms--would forestall
such an outcome and give the Government a breathing space to examine these
issues, devige solutions, and put in Place an expenditure reduction and
rationalization program that does not Jeopardize either growth or equity.
Over the longer term, a better tax system, the streamlining and redirection
of expenditures, and the additional revenues generated by economic growth,
should enable Namibia to finance all of the Government's current expenditures
and an increasing proportion of its pudblic investmento.'making it possible
to reduce the country‘’s dependence on external financing.
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- Growth Proipectc

xii, The Government Plans to rely on the private sector to reactivate
growth and, to this end, it ig committed to providing an enabling environment
"for private sector activity. Such an environment will be necessary to
stimulate much needed investment. Both private and public investment
declined precipitously during the first half of the last decade, the former
at an average rate of nearly 19 percent per year, the latter at nearly 1S per
cent per year. While private and public investment rates have recovered in
fecent years, both are still depressed; the former is about one-third below
its 1980 level, while the latter is less than one-half, Although in the
short run some growth might be squeezed out of higher capacity utilization,
8 sustained reactivation of the economy will require substantially higher
investment rates.

and the perceived economic management ability of the Government. The
investment climate will be related to the existence of profitable investment
projects for the private sgector, appropriate tax treatment, the ease with
which investments can be undertaken, and--especially for foreign investors-
-how easily they expect to be able to take their money (dividends and
capital) out of the country. On both counts the future bodes well for
Namibia. The Government's approach to economic management is conducive to
private sector growth and prospects for g speedy reactivation of the economy
are good.

xiv, With the lifeing of sanctions, exports of mining products,
especially uranium, are eéxpected to grow at 9.7 percent in 1990, 3.2 percent
in 1991 and 2.5 percent in 1992, Fishing, a heretofore minor activity from
Namibia's viewpoint, is likely to become one of the most important economic
activities. The Namibian Sea is one of the largest and most productive

uncertain political status, there was no internationally recognized coastal
state management authority and fishing took place almost freely, with few
benefits accruing to the country. Soon after independence, the Government
proclaimed a 200-mile exclusive economic zone and prohibited all fishing.
It is estimated that with proper management, after stocks are given a chance
to recover, the Benguela current could yleld a sustainable annual catch of
3 million metric tons, equivalent to US$3 billion, approximately half of
which would be in Namibian waters. The impact of the fisheries sector on
Namibia's income will depend on the extent to which catch translates into
foreign exchange earnings of Namibian residents. At worst, Namibia would
receive income from fishing licenses only; at best, it could capture the
entire catch proceeds. Although from an accounting viewpoint tae catch {n
Namibian waters increases Namibia‘s product (GDP), what really matters is
the amount of income that Namibia ultimately derives (GNP). Foreign exchange
earnings from commercial fishing licenses and from Namibia‘'s own fishing
fleets are estimated at US$200 million in 1990,

xv, Mining and fishing would constitute the two main sources of growth
during the next two years. In the medium to long term, fishing-related
activities (e.g., fish Processing) could also add to Namibia‘'s growth but,
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to realize this potential, sizeable investments in Processing facilities and
infrastructure would be needed.

xvi, Finally, agriculture also has the potential to become a source of
growth in the medium term if appropriate investments in irrigation are
undertaken. In addition, the Government {g aiming at reducing the
Productivicy g8ap between communal and commcrcial farming through the
Provision of research and extension services to communal farmers,
Accordingly, agriculture is expected to 8row at around 3 to 4 percent per
year in 1991-92.

xvii, In summary, after two decades of economic stagnation, the lifeing
of sanctions and the newly internalized income from fishing activities are
likely to give the Namibian economy a boost that may bring GDP growth up to
6.4 percent in 1990, GNP growth rates will depend on Namibia‘sg ability ¢o
capture income from fisheries. The boost is likely to spill over into 1991
and bring GNP growth Up to 4.5 percent in that year. Once the effects of the
boost peter out, growth is likely to slow down and May approach the rate of
Population growth. By the mid 1990g growth might algo stem from the
establishment and eventual production of fioh-proceosing industrial
activities, and higher productivity of communal farming, but further analysis
will be required to make an assessment of these longer term growth prospects.

xviid, The development strategy put forward by Namibia in the recent
‘General Policy Statement of the Namibian Government® states that the welfare
of the people would be promoted through policies that: (a) ensure that every
citizen has access to public facilities and services; (b) raise and maintain
the level of nutrition and public health, and the standard of living; (c)
guarantee equality of opportunity for women; and (d) protect and maintain the
ecosystems and living natural resources. In accordance with these policies,
the main thrust of the Government's expenditure program for fiscal 1990/91
is to provide better health, education, housing and potable water to the
majority of the Population; improve research and extension services; and
undertake small-gcale irrigation schemes to stimulate agricultural growth.
At the same time, the Government intends to increase the efficiency of public
services and to make them more broadly available, while stepping up
maintenance and investment expenditures to protect and extend the country’'s
existing infrastructure.

Revenue Ptojectiona

xix. Preliminary data indicate that the revenue out-turn for 1989/90
was on the order of 36.2 percent of GDP. Conservative estimates would point
to revenue collection on the order of 31.2 percent of GDP for 1990/91 and
30.3 percent in 1991/92. Two main reasons account for the lower tax yield
relative to GDP. First the withdrawal of the RSA military and UNTAG
contingents ig likely to lower income and sales tax yields. Second, although
licenses for the fisheries sector might yield some revenues, in the absgence
of a clear definition of Government Policies, the Bank team did not take
these potential revenues into account. The lower tax yield relative to GDp



is partly the result of the dccounting effect of the fisheries sector
referred to above. Relative to GDP net of fisheries, revenues are projected
to remain at traditional levels, equivalent to some 33 percent of GDP,

- Expenditures

xx. Expenditures, on the other hand, were Projected to increase slightly
relative to GDP, from 37.2 percent in 1989/90 to 38 percent in 1990/91, and
to. fall to 35 percent in 1991/92. These Projections take into account the
constitutionally-en.hrined Job guarantee for all public employees and the
consolidation of the operations of the Previous Authorities and General
Government with the operations of the Central Government. The projected
growth of Central Government expenditure, at almost twice the rate of
inflation in 1990/91, represents & substantia]l increase in real terms and

expenditures from 3.$ percent of GDP in 1989/90, to 4.6 percent in 1990/91
and 1991/92,

Fiscal Deficit and Possible Sources of Pinancing

xxi, The resulting deficit would be equivalent to 6.8 percent of GDP in
1990/91 and 4.7 percent in 1991/92, 1n addition, the Government would also
need funding for scheduled amortization Payments on the order of 2 percent
of GDP in 1990/91 and 0.6 percent in 1991/92, bringing the overall financing
needs to 8.8 percen®. of GDP in 1990/91 and s.3 percent in 1991/92, or R57s
million in 1990/91 aye R401 million ip 1991/92.

xxii. The Government would be able to finance part of the deficit by some
drawdown of its cash balances and might be able to obtain new financing to
cover its scheduled amortization payments. The resulting financing gap for
1990/91 would be R343 million (US$132 million) in 1990/91 and R2ss million
(US$100 million) in 1991/92. The size of the financing 8ap for 1990/91 means
that there would be a need to firance the entire investment program, plus R93
million for general budget Support. By 1991/92, the Government would already
be in a position to finance part of its investment Program out of its oun
révenues. Taxation of the fisheries sector and continued reduction of the
wage bill could bring the deficit (before amortization) to some 3 to 4
percent of GDP--a clearly sustainable position.

xxiii. Namibia's per capita income Places it in the middle-income-countty
category. This measure, however, disguises the economy's extreme dualism,
The Government's priorities correctly seek to ameliorate income distribution
by placing more emphasis on health, education, and water supply. These
expenditures would be directed towards the poorest Segments of the population
which, unfortunately. constitute the country's majority. 1In a very real
sense, these are expenditures necessary to improve the welfare of the
inhabitants of a very poor country, In addition, investments in these
sectors have a long pay-off period. Were Namibia to borrow on commercial
terms to finance such expenditures, the loans vould mature way before the
returns from thoge investments begin to materialize. Thus, although Namibis
is a lightly indebted country (total Government debt is equivalent to only
13 percent of GDP), it would not be advisable to seek commercial external

\k
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financing for its social expenditures. Given Namibia's membership in the

Rand monetary area, even concessional loans could become expensive owing to
movements in the Rand, a situation over which Namibia has no control. Por
these reasons, during the transition period, donors are encouraged to finance
the Government's recurrent and capital expenditures with either grants or
loans with significant grant element, and to focus on projects in the more
populous and poorest areas of the country in the agriculture, health
education, sanitation, and housing sectors. Such a focus would moré
efficiently utilize the Government's limited implementation capacity in high
priority areas.



I. THR ECONOMY

A. The Physical Setting

1. Namibia occupies a vedge-like area of 824,000 kn? between Angol,
and the Republic of South Africa (RSA), on the Atlantic Coast of Africy,
Its ample territory hosts videly different climates and Physical scenariog,
from lush-green tropical forests along the Northern border with Angola, where
rainfall ranges between 400 and 500 mm per year, to desert-1ike landac.p..
in the South, wvhere annual rainfall can fa]] below 100 om. Two major desert,
Occupy a significant portion of Namibia's territory: the Namib, which g
vernacular language means *land of nothing® and occupies a strip 80 to 120
ka wide along the Atlantic coast; and the Kalahari, on the edge of which sitg
Windhoek, the country‘'s capital, with &pproximately 200,000 inhabitanes,

B. Population

2, Namibia’s population wag estimated at 1.66 million pPeople in 19gs,
A presumably large (though unquantified) number of political emigrees
returned to Namibia in 1989 and the first months of 1990. The rate of
Population growth hag been estimated gt 3.0 percent per annum, or Possibly
higher. The age distribution reveals g young population, in which 4§ percent
is below 15 years of age. Apptoximately 88 percent of the population is
Black, S percent is White, and the temaining 7 percent is either mixed or
belongs to other races. Apptoxinately 38 percent of the Population lives in
the three northern districes of the country (Caprivi, Kavango, and Owambo),

C. Linkngol with South Africa

3. The Namibian economy 1is closely integrated with the economy of the
RSA and, for a]] practical purposes, it ig organized as if i were a part of
the RSA. Not only is the Rand the currency in circulation but, since Namibia
is a de facto member of the SACU (Southern African Customs Union), the
movement of goods and services to and from the Rsa (a8 well ag to and from
other SACU member countries) is legally unimpeded, Namibia's Participation

units in Namibia's Private sector (i.e. financia] entities and oining
companies) are branches of South African enterprises. In addition, other
vital services (such as the commercial banks’ clearing fncility). are still
part of centralized Systems run by the RSA.

D. Economic Indicators
ErUEEEE———

GDP and GDP Per Capita
s——————=_28r Capita

4, Officially recorded GDP was estimated gt the equivalent of US$1,895
million in 1988, or US$1,142 per capita. This estimate, however, does not
include traditional (luboiltenqe) agriculture or the informal (urban-rura])

\b



-2.

sector. This relatively high level of per capita income does not necessarily
mean that Namibia shares the characteristics of many ‘"middle income
developing countries®. Namibia's level of per capita income conceals an
extremely dualistic society formed by sharply differentiated layers, among
which the differences in economic couditions and living standards are
unusually pronounced.

S. Namibian society is composed of two largely independent subsystems:
(a) a traditional (subsistence) set of economic activities, comprising
approximately 55 percent of the population; and (b) a modern (market
oriented) set of economic activities containing 45 percent of the population.
The latter segment could be . plit further into white (5 percent) and non-
vhite (40 percent) components, depending on the race of the economic agents.
Past policies of apartheid have led to the present situation, in which whites
occupy most positions of responsibility and own a disproportionately large
share of physical assets and human capital as well.

6. Unofficial estimates place value added in traditional economic

activities (not included in the official GDP estimates) at the equivalent of

R175 million, or US$77.4 million. Recorded GDP plus traditional economic

activities add up to USS$1,972 million or, on a per capita basis, USS1,188.
TABLE 1

Namibia: Major Segments of the Economy - 1988

Total ‘Per
Value : Capita

"Added Population GDF

(US§ Millions) _ (thousands) (US$)
Traditional Activities ° 77.4 911.3 T 8s
(non-whites) '
Modern Activities 1,895.0 748.7 2,531
(wvhites) 1,397.0 84.7 16,504

Source: UNDP, ‘Population and National Accounts of Namibia®, and The

Department of FPinance, *Statistical/Economic Review®, SWA/Namibia 1989; World
Bank team estimates.

7. The Modern/White segment of the economy generates a per capita
income of, approximately, US$16,500 per year. The difference in per capita
income levels between the Modern/White and the other identified segments of
the economy is very pronounced: about 22 times the level of the Modern/Non
White segment, and nearly 200 times that of the Traditional segment (which
is 100 percent Non-White). Even on a per capita basis, i.e., disregarding
the intra-segment differences in the distribution of income, the dincome
differences are striking.
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Sectoral Contributions to GDP
————_—c vOartlDutions to GDP

8. Mining is the largest sector of Namibia's economy. It contributed
28 percent of GDP in 1988, and employed 10,000 persons, or 5.4 percent of
total employment. Diamonds, uranium, and copper are, in this order, the
three most important mining products. The bulk of the sector is accounted
for by nine foreign-owned companies. By most standards, mining is a key
sector, since in 1988 it contributed:

= 732 of exports of goods;

- 272 of gross investment;

- 261 of Government revenue; and

= 172 of remunerations to employees.

9. Commercial agriculture (excluding fishing) contributed 9.6 percent
of GDP in 1988 and employed 34,400 persons, or about 19 percent of total
employment. Unofficial estimates indicate that value added in subsistence
sgriculture would contribute an extra 2.2 percent to sectoral GDP. While
subsistence agriculture dominates in the North (Owambo, Kavango, and Caprivi)
where up to 70 percent of the populavion is dependent on agriculture, land-
extensive and capital- and management-intensive technology characterizes the
commercial agriculture of the South. Commercial agriculture is oriented to
the production of cattle and processed meat for export, and Karakul pelts,
also for export. Cattle production contributed approximately 65 percent to
the gross value of agricultural output in 1988. Commercial crop cultivation
is concentrated in a small portion of the North-Central region; the principal
crop is maize, white for human consumption and yellow for animal feeding, but
local demand is still largely satisfied through imports. Agricultural
products represented 12 percent of the value of exports of goods.

10. Fishing contributed 2.0 percent to GDP in 1988, and employed 1,700
persons, or 0.9 percent of total employment. Such low contributions to GDP
and employment might appear paradoxical, considering that the Namibian Sea
is well known as one of the largest and most productive coastal fishing
grounds in the world. 1In fact, two major industrial fisheries have been
establighed: (a) an onshore pelagic fishery for sardines and anchovy
conducted by a Namibia-based purse seine fleet, and (b) an offshore trawl
fishery for hake and horse mackerel, mainly conducted by distant water fleets
from several nations. Despite its generous endowment with this natural
resource, Namibia's uncertain status until independence (not a country, but
not a part of South Africa either), allowed fishing vessels from many
developed countries to fish almost freely in these waters, while Namibians
derived virtually no benefits from their activities. In 1974, the UN Council
for Namibia prohibited all fishing operations within a 6 mile territorial
limit, unless authorized by the Council. 1In 1977, the Rerublic of South
Africa established a 12 mile territorial sea and a 200 mile exclusive fishing
zone off the coast of South Africa. The RSA claimed that thig applied to
Walvis Bay also. The claim, however, was not accepted by the international
community. As a result, beyond the 6 mile zone, the waters and their
resources were, until independence, one of the few fishing areas in the world
where there was no recognized coastal state management authority.

11. Fishing, one of Namibia's most valuable resources, was thus uged
and over-used, risking depletion. Until independence, the regulation of the
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fisheries and the management of the resources was divided between the RSA
(onshore fisheries), and the International Commission for Southeast Atlantic
Fisheries (ICSEAF) which was responsible for offshore fisheries, including
the evaluation of stocks and the setting of quotas. Soon after independence,
the Government proclaimed a 200 mile exclusive economic zone, and all fishing
was prohibited. It is estimated that, given proper management, the fishery
potential of the Benguela Current (approximately half of vhich would
correspond to Namibisn waters) could yield a sustainable annual production
of 3 million metric tons. ICSEAF member countries have reported that in
1986-1988 the mean total annual catch was close to 1.2 million tons. A rough
estimate of the firgt-hand value of these catches is US$200 million. There
are no estimates of the extent of unreported fishing activities, but they are
generally believed to be significant.

12, Manufacturing industries contributed 4.3 percent to Namibia's GDP
in 1988, and employed about 9,500 persons, or S.1 percent of total
employment. If the figh processing facilities in Walvis Bay were to be
added, the size of the sector would be more than doubled (those processing
facilities are gtill located within an RsA enclave, although many of the
workers employed by them are Namibian). The wood Products industry is the
single most important subsector in Namibia's manufacturing, followed by food
nroducts, and by metal and non-metal products. By and large, these
industrial sub-sectors are closely related to the activities of the primary
sectors.

TABLE 2
NAMIBIA: GDP AT CONSTANT FACTOR COST BY ECONOMIC ACTIVITY, 1980-89
(Percentages)
1980 1984 1989

Agriculture and fishing 11.5 8.0 10.8
Mining and quarrying 43.6 3s5.9 31.7
Manufacturing 3.9 4.6 4.3
Electricity and water 1.8 2.3 2.5
Construction 3.5 2.8 2.5
Wholesale and retail trade 11.5 12.3 12.7
Transport and communication 5.3 5.8 6.5
Finance, insurance, real estate

and business services 5.3 5.9 6.0
Community, social & personal services 1.3 1.9 2.0
General Government 9.6 75.0 79.0
Other 2.6 3.0 , 3.1
GDP at factor cost 100.0 100.0 100.0

Source; Statistical Appendix, Table I.2
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E. Social Indicators
\

13, The sharp income differences between various segments of Namibiy,
Society are also reflected in the quantity and quality of social 1ervicy,
made available to each ethanic 8roup. A large part of guch services vag
delivered to the population until {ndependence by the g0
'Representative* or Second Tier Authorities (regional Government
along ethnic lines), including one ‘Administratcion for Whites* and geq
administrations for other ethnic groups. The ‘Administration for Whiteqe had
Per capita revenues and expenditures substantially higher thap the leve),
corresponding to the other Representative Authorities.

Health

14, After 1980, health care was funded mainly through
Representative Authorities. This eéxacerbated the inoquality in the
availlbility of health services, on account of the differences in the
availability of financial resources across ethnjic groups. Por example, {n

Owambos. This original allocation wag unequal, on per capita basig,
favoring the Administration for Whites by a factor of approximately 2,3, But
inequalities were reinforced through the allocations from the Second e
Authorities, that pushed the ratio close to 3,31 in favor of the
Administration for Whites. With independence, the system of ethnic
Representative Authorities was repealed. Pooling of local revenues by the
Central Administration would now allow 5 more equitable redistribution,

1s. Other indicators also signal extreme differences in the quality of
public health services. While the ratio of beds pPer thousand population
averages 5.6 for the nation overall, the ratjo is well above average {n
Oranjemund (22.1) and Damaraland (11.7), while it stands below average in the

districts of Gobabis (4.8), Caprivi (4.7), Owamboland (4.1) and Okakarars
(3.5).

16. Although facilities such gap operating rooms, radiology ang
llborltory services are shared by whites and non-whites, the data algo
indicate that within the Administration for Whites the facilities have been
underutilized. Patient-days per bed were only 23.7 per year for whites, as
Opposed to 157.2 for non-vhites.

17, The facilities are also concentrated in a fey areas. About 47
percent of the beds provided by 16 Department of National Health and Welfare
hospitals are in the towns of Windhoek, Gobabis and xeetmnahoop.
Approximately 65 percent of Windhoek State Hospital Patients come from other

18. Several major problems characterize the Namibian educational
situation, First, the national illiteracy rate is 60 percent. Second, drop-
out (82 percent during the firse six years of schooling) and repeating rates

0L
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are high at the primary and secondary levels, especially among blacks.
Third, the teaching staff is poorly trained. Pourth, the sector's resources
are distributed inequitably, making it nearly impossible to provide adequate
educational services to the children living in the northern districts, i.e.,
more than half the children in the country. Pinally, there is a shortage of
vocational and technical training and non-formal education, particularly for
wvomen.

19, As in the case of health care, differences in the quality of
education services among various ethnic groups were compounded by the system
of Second Tier Authorities. Each of the 11 Representative Authorities,
through its Directorate of Education and Culture, was expected to provide
education up to Standard 10 (12 years of schooling); to train primary school
teachers; and to build and run schools, training colleges, hostels and other
education related institutions. The resulting distribution of qualified
teachers was biased strongly in favor of the Administration for Whites, 70
percent of whose teaching force is considered ‘qualified*. By contrast, the
Tswanas had 23 percent qualified teachers, the Department of National
Education 18 percent, the Coloureds 16 percent, the Damaras 12 percent, the
Basters 11 percent, the Namas 9 percent and the Kavangos, Caprivians and
Hereros 2 percent each.

20, This inequity is also reflected in expenditures per student at the

primary and secondary level. In the White Administration, expenditure per”

student in 1986/87 was R3,213, which contrasted sharply with expenditure per
student among the Owambos, of R329. The Tswanas ranked second with
expenditures of R1,648 per student,

II. RECENT TRENDS AND POLICY ISSUES
s A TOLILY ISSUES

A. Growth and Equality

Macrosconomic Trends
—==_tonomic_Irends

21. Real GDP has been stagnant for close to twenty years. After
growing at an average annual rate of ¢ percent during the sixties, as the
mining sector thrust forward, it stagnated during the seventies and grew at
8n average annual rate of 0.2 percent during the eighties. Real GDP declined
steadily during the first half of the 1980s, reaching its lowest point in
1985, when it stood 7 percent below the peak reached in 1980. Global output
recovered as of 1986, but this recovery soon petered out and, by 1989, the
economy was stagnating; at the end of the decade real GDP stood 1 percent
above its 1980 level. During the eighties, these unfavorable developments
vere triggered mainly by external shocks, namely droughts, sanctions against

the RSA, and political uncertainty, which 4inhibited private sector
investment,
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22, Even though the initial and final values of GDP were virtually the same,
the composition of expenditures on Gpp recorded significane changes during
the 1980s. The ratico of private consumption expenditures to GDP grew as GDP
declined during the first half of the decade (peaking at 67 percent in 1983),
and decreased as Gpp increased during the second half (closing the decade at
35 percent in 1989).

23, Government consumption expenditures increased sharply, especially
during the esrly 1980s, as the public sector expanded the scope of fits
activities and pudblic employment rose. Prom 16.5 percent of GDP in 1980,
this ratio fluctuated around 30 percent of GDP in the second half of the



24, Gross fixed investment declined in the 1980s, both as a ratio to
GDP and in real terms. The GFI/GDP ratio stood at 28 percent in 1980, and
declined to 15 percent in 1984; during the rest of the decade it stood at or
below this level. In real termo, fixed investment bottomed out in 1986, when
it stood at 58 percent of the 1980 level. While public investment declined
steadily throughout the decade, private investment initiated a mild recovery
in 1986, but it still remained at a low level. This overall investment
decline was caused by Government's decision to reduce capital expenditures
as a way of limiting the size of the fiscal deficit, and by a combination of
factors affecting private investors' behavior: (a) the uncertainty prevailing
during this period concerning the political future of the country and, also,
its future economic policies; (b) the impact of the international economic
sanctions against the RSA on Namibia's economic activity; and (c) the decline
in productivity of the diamond mines, caused by the increasing exhaustion of
the easy-access deposits. It is clear that a higher level of investment in
the productive sectors will be required to enable Namibia to achieve a faster
pace of economic growth and social development on a sustained basis.

Gross Fixed Copital Formation, 1980-88
(Million 1980 Ronds)
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TABLE 3

PIXED INVESTMENT 198088 1/
(Million 1980 Rands)

- As I of GDP
Year Private Public Private Public
1980 197.5 239.6 12.6 15.3
1981 176.8 205.1 12.5 14.7
1982 128.4 187.5 9.5 14.0
1983 100.6 137.1 8.0 11.2
1984 86.8 110.3 6.7 8.8
1985 73.8 121.4% 5.1 8.3
1986 84.1 100.1 6.2 7.0
1987 92.9 93.9 7.2 7.1
1988 123.7 94.1 8.3 6.5

1/ Private investment includes fixed investments of ‘private business
enterprises® and *public corporations, and excludes fixed investments
of "public business enterprises*.

Source: Statistical Economic Review, 1989,

25. The shares of both éxports and imports to gpp declined throughout
the 1980s, the former from 74 percent to SO percent, and the latter from 8¢
percent to S6 percent. The sum of éxports and imports relative to GDP..,
frequently used indicator of the degree of opennesg of an economy--declined
from 143 percent in 1980 to 106 percent zt the end of the decade. This
indicator suggests g ‘closing® of the Nanibicn economy, which may have been
caused by the international sanctions against the RSA and by the policies
adopted by the RsA in response to such sanctjions. Unfortunately. the
weakness of Namibia's internationel trade statietics--especially the import
data--telulting from the country'e treatment ag part of the Rsa, preempt
a firm conclusion in this respect.
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TABLE 4
NAMIBIA: GROSS DOMESTIC PRODUCT & EXPE&DITURE AT CURRENT PRICES; 1980-89
: . (Percentages)

1980 1984 1959
Private Consumption 45.9 65.1 55.8
Government consumption 65.0 38.0 35.6
Gross domestic fixed investment 28.0 15.4 14.8
Change in inventories 3.2 1.8 2.5
Exports of GNFS ~ 73.6 34.2 33.9
Imports of GNFS 69.2 67.3 52.7

Source: Statistical Appendix, Table I.6

Sectoral Developments

26, Real value added in the mining and quarrying sector declined during
most of the decade. As a result, in 1989 it stood 27 percent below its 1980
value. Its relative contribution to GDP also decreased, from 43.6 percent
in 1980, to 31.7 percent of GDP in 1989. This sharp decline was prompted by
the fall in the production of precious stones (mostly diamonds) of about 40
percent during the decade owing to the exhaustion of deposits, and, to a
lesser extent, by the decline in the production of sources of energy (mostly
uranium) by some 25 percent, owing to international sanctions against the
RSA.

27. Real value added in agriculture fell during the first years of the
decade, as a result of a severe drought. By 1984, the decline represented
approximetely one-third of the 1980 output values. A recovery began in 1985,
and by 1989 sectoral value added stood at approximately 95 percent of its
1980 value.

28, Manufacturing has remained relatively stagnant throughout the
decade. Its contribution to GDP has fluctuated between 4 percent and 4.5
percent. Growth in the manufacturing sector gathered some momentum in 1989,
due to the expansion in the meat packing industry, probably triggered by the
consumption patterns of the UNTAG contingent stationed in Namibia.

29. Amongst the remainiﬁg sectors, Government merits special
consideration. The number of Government employees, and the value added by
the General Government, e.g. the Government's wage bill, increased
substantially during the 1980s. 1Its real value virtually doubled between
1980 and 1989. As a ratio to GDP it rose from 9.6 percent in 1980, to 17.9
percent in 1989,
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A Key Policy Isgue;s Growth and Fquality

3. The most important development challenges faced by the country o,
(1) utablhhing a suitable framework to attain sustainable ang rapid 8rovey
in .output ang employment; and (14) making rapid Progress tovary, the
reduction of inequality in income distribution ang the provision of socqy)
services.

J1. Legal or formal equality hap already been establighed by the
Constitution of Namibia, but the drive towards a more even distributioy, of
income and Public services is yet ¢o begin. Moreover, BAacroecononye
constraints make {¢ difficule to give Operational content to this object{ve
- in the short run. In Particular, the country'sg development potential may be

offered by the public sector would be more even for all Namibians. oyer the
medium and long term, the equity igsue may best be tackled by increaaing the
rate of growth of the Namibian econonm » 8ince a larger output of goods anq

33. Portunately. there i scope for improving the growth performance
of the Namibian economy. In the short run, 44 analyzed in pare II below,
the recovery of the level of economic activity {4 likely to be led by the
increased income accruing to Namibia from the fisheries subsector. OQver the
medium to long term, a larger nationa] output will call for additiona]
capital formation in the public and private sectors. Publjc sector savings
will be a key variable conditioning capital accumulation, There are limieg
to domestic ang foreign borrowing on the part of the Government, first
because of the risk of ‘crowding out* the private sector in the domestic
financial markets, second because the supply of éxternal funds ig limited.

B. The Development of the Private Sector

Investment Climate
———=1: Llimate

environment in which the pPrivate sector would play the major dynamic role in
the development of the economy. The private sector's villingness to invest

investment climate. Business confidence wil] be related to the economic
position of the country and the perceived economic management ability of the
Government. op both counts, Namibia {s likely to do vell, since the economy
is in a relatively healthy state, and the new Government hag approached
economic management in 8 serious fashion. The investment climate will algo
be related to the existence of profitable investment Projects for the private
Sector, appropriate tax treatment, the ease with which investments can be

2l
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undertaken, and--especially for foreign investors--how easily they can take
their money (dividends and capital) out of the country.

The Development of Small and Medium Scale Enterurises

35. There is now in Namibia an obvious economic, social and political
need to promote the emergence of i strong sector of small and medium gcale
enterprises, with the twin objectives of fostering ihe development of
indigenous entrepreneurship and reinforcing the drive for employment creation
in the modern sector. Por all practical purposes, up to now, ‘private
sector® has meant foreign or White-Namibian. The promotion of small and
medium scale enterprises would be a vay of contributing to the development
of indigenous entrepreneurship. The experience of numerous developing
countries indicates that small and medium scale enterprises are a powerful
vehicle for the generation of employment .

36. A program to provide technical, managerial, and financia] support
to small and medium scale enterprises run by African-Namibian entrepreneurs
would contribute to reducing the prevailing differences among ethnic groups,
as well asg to creating an additional source of institutional stability and
economic growth in a system in which the Private sector ig called to play an
important role.

C. Emgloz!ent

2. Two manpower Surveys were carried out in Namibia in 1984 ang 1988.
These surveys exclude the labor force engaged in subsistence agriculture and
informal activities, The 1984-1988 period coincides with the recent recovery
of GDP. Thus, 1988 GDP was 8.4 percent higher than 1984 GDP. Between these
two years, total employment increased by 23 percent, or 5.3 percent per
annum. The Productivity decline implied by thege figures was caused mainly
by the concentration of employment growth in the Government . Most of the
increase reflected the incorpuration of female workers to the employed labor
force: between 1984 and 1988 femsle employment grew by 90 percent (or 17.5
percent per annum) while male employment increased by 5.3 percent (or 1.2
percent per annum) .,

o TABLE S
RAMIBIA: EMPLOYMENT SURVEYS ,
1984 1988
Total Employment 130,224 184,793
-~ Male 118, 443 124,307
- Pemale + 81,781 60,486
e —————

Source; Department of Economic Affairs, Manpower Survey, 1984 and 1958.
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38. Namibia's employment statistics indicate that only 185,000 People
equivalent to 11 percent of the population are ‘employed®. Thi, extreng).
low fraction reflects the limited coverage of the Manpower Survey, "hIChl.
circumscribed to the *modern* economic activities. 1In the future, 2D 1oymeny
creation sghould depend largely on the rate of growth of output,
employment iggue has two dimensions; (1) to create a large Rumber of ey
Jobs in the modern sector; and (ii) to create the conditiong for produc:nug,
growth in traditional activities, especially subsistence agriculture, in sycp
8 way that progressively larger number of people become engaged in markey
oriented agricultural production and take the newly created Jobs in the
modern sector.

D. Public Finances

——=2t cinances
Introduction
===2ocducction

39, Public finances Pose the third ang vhat {4 probably the most
difficulte immediare challenge faced by Namibia‘s economic management during
the country’s initial post-independence period. 7o reconcile the optiong
vhich are feasible in the immediate future in this Policy area, with medium.
term development goals, it i essential to take into account the main
characteristics of the Pre-independence Public sector structure (organized
mainly along ethnic lines) and the fiscal performance in recent year;
(heavily influenced by the structure and by the economic relations of pre.
independent Namibia with the RSA). The follouing Pages analyze the structurs
and recent trends, as a bagis for 1dent1fy1ng the main figcayl policy issues
faced by the country,

The Structure of the Public Adminictration

40, Prior to independenco. Namibia's public administration consisted
of a Central Authority, 11 Representative or Second Tier Authorities
(established in 1980), an equal number of municipalities or Third Tier
Authorities, numerous other local authorities, ang several statutory
entities. on April 1, 1989, the Administrator General, appointed by the RSA,
assumed the executive pover for all three tiers of administration until the
establishment of 4 Government for independent Namibia.

41, Namibia’s inherited System of public administration differed
oigniﬂcantly from that of most, if not alj, former colonies because the
Second Tier Authoritiu--auppuen of public g8oods such ags health, education
and welfare--were othnically based. wWhile formally establighed to provide
& measure of self-government to various pPopulation 8roups they could not
provide it becauge they lacked the necessary human and financial resources
to operate offectivoly.

42, Except for the Administration for Whites, the Second Tier
Authorities depended heavily on financial transfers fronm the Central
Authority, as their only other significant source of revenue wag the persona]
income taxes Paid by members of the reepective ethnic 8roup. Central
Government transfers to the Second T{er Authorities are estimated to have
covered at least 75 percent of their expenditure on average.

29
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43, The system of ethnic separation did not function with an acceptable
level of economic efficiency and social equity and, in the late 19808,
reforms were introduced to correct the inefficiencies of the Second Tder
system and the inequalities that it created and/or aggravated, Maintaining
rigid administrative partitions among ethnic groups while seeking to reduce
inequalities complicated the management of public finances. On the revenue
side, the Central Authority appropriated an increasing share of the tax
revenues accruing to the Second Tier Authorities, and reapportioned them on
the basis of the assessed needs of various groups. Furthermore, the strict
administrative partitions among ethnic groups were supplemented with systems
of subsidization, cross-subsidization and shifting responsibilities in the
execution and funding of certain activities between the First and Second
Tiers of Government. '

44, In the 1980s, and particularly in the latter half of the decade,
the public sector expanded its scope to include a range of traditional public
services, as it took over the ownership of the public enterprises providing
these services from the South African Government and private South African
companies. At independence, these public enterprises provided power, water,
transportation (road, air, sea, railway) and communications (radio and
television). The public services and the economic and social infrastructure
were well developed in the Modern/White segment of the economy; they were
largely oriented to serve the major urban centers, with few services provided
to the rural areas. '

Recent Trends: A Summnrygl

4s. During the first half of the 1980s, the deficit of the Central
Authority reached an average of 20 percent of GDP, partly owing to the
implementation of the three tier system referred to above. Namibia relied
heavily on budget support from South Africa for financing that deficit. The
deficit after transfers was financed by drawdown of Treasury cash balances
and by commercial bank borrowing, guaranteed by the RSA. During this period
revenues and expenditures of the Central Authority were fairly stable
relative to GDP, averaging 26 percent and 46 percent of GDP respectively.

46. On the revenue side, payments from RSA in lieu of customs and excise
duties dominated the fiscal revenues of the Central Authority in the early
1980s, while other sources of revenue contributed on average less than 50
percent of the total. The latter sources consisted mainly of company taxes,
especially diamond sector taxes, a general sales tax and administrative fees
and charges. Income taxes accrued to the Second Tier Authorities. On the
expenditure side, current expenditure expanded rapidly, while capital
expenditure declined both in absolute terms and relative to GDP.

47, In the second half of the decade, a significant reduction in budget
support from RSA coincided with a sharp decline in the overall deficit
(before transfers) to an average of 8 percent of GDP. After these transfers,

2/ The performance of ﬁublic finances during the 1980s is described and
Analyzed in more detail in the Appendix on this subject.
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the Central Authority registered an overall average surplus of ‘about )
percent of GDP. This was achieved mainly through an increase in revenues
equivalent to about 8 percent of GDP (from 27.6 percent of GDP in 1984/85 ¢o
36.2 percent in 1989/90), and a reduction of a similar size in expenditures,
vhich declined to 37 percent of GDP in 1989/90, ae Table 6 shows.

A8, The expenditure reduction continued to be concentrated in capital
expenditures, which were more than halved relative to GDP, to 3.5 percent,
in 1989/90. Meanwhile, current expenditures remained high relative to Gpp,
On the revenue side receipts from RSA in lieu of Customs and excise duties
continued to decline in importance, but thie was more than outweighed by the
impcoved yields from the general sales tax, the rate of which was increased
repeatedly, and income and property taxes. Income tax ylelds were boosted
in the mid-1980s (when the Central Authority began to withhold part of the
income taxee, which otherwise accrued to the Second Tier Authorities) and
again in 1989/90, when all individual income taxes became payable to the
Central Authority, rather than to the Second Tier Administrations. At the
end of the decade, the Central Authority registered only a small deficie,
equivalent to one percent of GDP, prior to RSA transfers. After thege
transfers, the Authority was in surplus although it had to draw down its cash
balances to meet large amortization payments.

TABLE ¢

Contral Authority; Suamary Finsnclal Operations
In the 1980s, in percent of QOP

01/82 02/88 83/84 84/88 85/08 s8/87 87/88 88/89 89/90

Revenue 2.0 25.0 2.5 27.8 3.3 .1 3137 3.0 38.2

Toxes on Intl. Trade 16.6 15.0 14.1 11.9 11.9 12.4 10.9 10.2 9.0
" Other Revenue 9.4 100 12,4 16.7 2.4 22.7 22.8 22.8 2.8
Expenditure ‘ “.9 4.0 4.8 4.7 @l.t 43.5 4.4 39.8 37.2
Current 128 22.2 4.6 7.3 4.9 2.9 7.4 33.9 2337
Cepital 12.1 11.9 .2 8.4 2.6 8.8 9.0 6.9 3.5
Deficit (Surpius) before : . ' :
lu W' .up”n -‘.l. -‘.oo -22.' ".ol -‘002 '.u‘ -‘207 ’.o. -1.0
Deficit after RSA .
budget eupport 4.0 -7.2 =1.86 -1.7 0.9 8.2 4.1 0.2 1.6
Flnencing 60 7.2 76 1.7 -0.9 6.1 41 0.2 -1.8
Borrowing, net - 8.0 11.4 9.4 5.0 0.3 1.4 0.1 1.8 -3.0
Incresse ‘n cash
b.‘.ne.. (') 206 ‘-2 ‘.. '0‘ 1.2 ‘07 °‘.°; 2o° -‘o‘
ource: stical AppendTx Teble
49. The total debt of the Central Authority rose from 14 percent of

GDP in March 1982 to a Peak of 34.7 percent in March 1983, reflecting
expansionary fiscal policies, the consequent high deficit, and the heavy

/?;()
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use of borrowing to finance both the deficit and an improvement in the
government s cash position. Prom 1984/85 and until independence, the debt
of the Central Authority was reduced to 13.2 percent of Gpp (R714 million)
and at independence Namibia‘'s foreign and domestic debt and debt service
burden was relatively light,

50. Given the lack of domestic financial markets, it ig presumed
that most of the debt is external in the sense that it is held by non.
Namibian residents, within the Rand Monetary Area. However, there are no
comprehensive statistics on the ultimate holders of the debt instruments,
As a part of the Rand monetary area, Namibia has traditionally classified
non-rand denominated debt ag external. Defined as such, Namibia's foreign
debt rose from an insignificant amount at the beginning of the decade to
about 10 percent of Gpp at end March 198s. Thereafter, Namibia's external
debt was reduced to 3.1 percent of GDP ip March 1989 and to 1.3 percent
of GDP at independence, corresponding to 10 percent of the total debt of
the Central Government.

51. In summary, while significant f£igcal adjustment was made prior
to independence, the fiscal position was vulnerable and the adjustment had
taken place in a manner incompatible with economic development. Thus, the

Payment from RSA in lieu of customs and excise duties wag also uncertain,
at least for the next two years, as it depended on negotiations with RsaA.
Accordingly, independent Namibia could not count on automatically
continued high revenue performance. While the overall level of
expenditure had been reduced, the adjustment had been accomplished mainly
by reducing maintenance and investment with little effort to improve
efficiency. Inefficiency stemmed, inter alia, from the large number of
ethnic authorities with formally separate administration, health,
education, pension and welfare Systems, in addition to those of the
Central Authority and the local governments. The cumbersome bureaucracy
and the inefficiencies were reflected in an excessive wage bill for the
General Government (estimated at 18 percent of GDP in 1989), high current
expenditure levels, and low service quality for the majority of Namibians.
At the same time, most of the fiscal adjustment on the expenditure side
had clearly fallen on investment to an extent vhich hampered the country's
development .

Policz Issues

s2. Although relatively well developed, Namibia's public
adninistration is now confronted with a number of difficult problems. It
has inherited o complex administrative structure and o narrowly-based
Tevenue system with a large share of revenue to be determined in the short
term by negotiations with the RSA in the sacu framework--thusg not subject
to Namibian policy action. It faces--at least in the short run--a gcale
and composition of public expenditure vhich the country cannot support.
Significant budget support from RSA is unlikely ¢o continue after

dependence. Given the narrow tax base and the already high tax burden,
there g only limited room for increased taxation in the short temm.
However, expenditure pressure to meet both social and economic needs ig

e 2\



strong. The challenge to the Government consistg in rationalizip

b
administration to meet new priorities while maintaining oxintins Pualle

as
without endangering fiscal and macroeconomic stabilicy, § ts1ens
8. New Demands for Higher Public Expenditure

53. The new Government is likely to experience major Pressures ¢,

higher public expenditures, Pirst, independence entails additiong)
overhead expenditures, such 48 new ninistries, embassies, , Custong
Department, etc. Second, the Government needs to provide more and bette,
health, education, and housing services to the heretofore neglected
majority of the Population. Thege Pressures can be éxpected to p,
particularly acute in the most populous, undeveloped and VAT ravaged
Northern area, where almost half of Namibia‘sg Population 1ives, Spending

tovards the cities and the repatriation of SWAPO forces. Finally, the
Government needs to nsintain the existing infrastructure and make up for
low maintenance and investment levels during the eighties,

LT The cost of’maintaining the economic and physical infrastructyre
left by the administration of RSA is above what other countries at 8imilar
stages of development sustain. Because the infrastructure 44 concentrated
in urban areas and Provides connections mainly between them, Walvig Bay
and RSA, {t benefits only a small proportion of the people. Maintenance
of this System, then, wil] need to be accompanied by the development of
Dew projects designed to extend it and to spread the benefits to larger
areas and population 8roups. The new nation needs to redirect current and
investment expenditureg according to new priorities, vhile maintaining
existing assets and adding infrastructure.

55. Furthermore, the scope for reducing costs through savings {s
limited. Although the Constitution mandates the abalition of the Second
Tier Governments, i¢ 8130 guarantees the Jobs of al1 General Government
employees. The abolition of the Second Tier Authorities will pe followed
by a transition period of centralization. Later on, after new structures

-burden. In the short term, then, expenditureg are likely to increase.
In the medium term, the constitutional decision to abolish the Second Tier
Governments offers hope for a radical streamlining of expenditures. The
actual savings from festructuring, and the speed with which these could
be realized, would of coursge depend on the neyw system.

b. Revenue Constraints
————_0Onstraints

56. The scope for quickly raising tevenues, on the other hand, is
limited. Part of the adjustment to the declining budget support from the
RSA was through higher taxes and the tax burden is now high at 33 percent
of GDP. This burden is now at devoloped-country levels, Purther rate
increases without previous analytical work of their effects on equity and
privats sector activity would not be advisable. Moreover, affecting
Namibia's room for hanoeuvre, its revenue Performance ig dependent on
negotiations with Rsa and/or all sacy members regarding the amount to be

Y
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transferred to Namibia for the next twvo years out of the SACU receipts.
This revenue will be based upon transactions during the two years prior
to independence, for which Namibia does not have trade statistics. Having
decided to join SACU, Namibia will also need to develop its own customs
and excise tax administration, as well as statistics on external trade,
to be able to claim its share of SACU recsipts.

c. Outlook

57. Given the constraints on revenue and the new demands on
expenditures, the fiscal deficit is likely to rise in the short tem.
Over the medium term, the resolution of the fiscal problems will depend
on the degree to which the growth of expenditures can be restrained, while
meeting the considerable social and economic needs. On the revenue side,
broadening the tax base and reducing some overly generous exemptiong
should increase yields and improve the efficiency of the system. Also,
tax revenues are likely to increase as a result of GDP growth, provided
that tax administration adjusts to the diversified future growth pattern,
so that tax buoyancy is maintained. Furthermore, expertise needs to be
developed to perform more effective follow-up and audits of more complex
operations. The medium term goal should be to reach a sustainable fiscal
position compatible with development; one where government revenues cover
current expenditures and make a significant contribution towards the
funding of the investment program, with social investment and long
gestation projects funded, at least during a transition period, mainly
vith external loans with a strong grant element. At a later stage, the
Government should be able to resort to some domestic and/or external
financing on commercial terms. Over the medium term, a relatively rapid
integration of all population groups into the development process could
broaden the revenue base and reduce pressure for social expenditure,
However, this would require significant Public expenditure in the
beginning, particularly in the social sectors.

38, In summary, Namibia's prospects for a return to a sustainable
position in the medium term will depend on the Government's determination
to improve efficiency in the Public administration from the outset. 1In
this connection it is crucial that the Government not become an employer
of last resort, and that the wage bill be reduced in real terms, possibly
by both wage and employment restraint. The opportunity to rationalize the
public administration, which has been provided by the constitutional
elinination of the ethnic authorities should not be passed up, or indeed
contravened, by the creation of & massive Central Government structure.
To maximize the use of its resources, the Government must get strict
Priorities for itg expenditure programs, both on current and capital
account, Finally, given the already Pressing problems of excess of
cirrent expenditure, and the needs for development of Namibia's human
capital ag well as for improvements ip social services, the Government
should be mindful that investment generates future current (operating as
vell ag maintenance) requirements. Thus the size of the investment
Program should be consistent wvith the Government's ability to support
Corresponding future recurrent costs.
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E. The Financial Sector
\

s9. Until indopondenco. Namibiq'g financia] sector wa,
&N appendix of the financia] Sector of the pgy, From the poine
of the financia} institutiong (banks, savings ang loan

ra
South African firms, From the point of vigw of the individy

al €Conoay
agents, this dig not make any real difforonco. since Namibi, vas g
informa} member of the Rand Monetary Area,

60. One way or the other Namibian savings were recycled through the

financia} harkets in the Rsa, It ig infomlly estimateq
8pproximately R700-R800 million hag flown out of the country every ye,

is not Possible to estimate the pet flow, Although the banks DAy depogyy
their excess feserves in soueh Africa, Namibian residents may algy obtain
direct loans from banks ip South Afric,. Insurance Companies ang Pension
funds may {nvest their reserves in South African financia] assets, and the
insured apng Pensioners may collect from South African financyy)

61, The existence of 8 pool of fundg close to 18-20 Percent of gpp
Snnually {4 , challenge, and an opportunity, for the Governmen: of
Namibia, 71 Namibia were to offer investment Opportunitieg for savers,
an important Proportion of the 8avings that floy out of the country woylq
become available to finance either Private sector activities jin Namibi,
or the public sector deficie. To this end Namibia should develop money
and capita] market imtitutiom that wil] make it attractive to invest
these fund, in Namibia, As of thi, moment, in the absence of those
inotitutionl, it is not clear to vhat extent Namibi, would be able ¢o
mobilize the savings being 8eénerated ipn the country for domestic use.
This issue becomes more relevant ag ¢he Government of Namibia hae already
announced {tg Plans to Create 5 nationa]} currency and establigh 4 Central
Bank

F. The External Sector
\

62, Data pertaining ¢o Namibia’g external sector are generally weak,
Owing to Namibiq‘g treatment 54 Part of the RSA, the flow of goods and
services between Namibia ang the Republic of South Africa hag been
Completely free, and has not been recorded in any systematic fashion,
Unti]l independenco, there were no border pogtg between Namibia ang South
Africa. Also capital flows between Namibia ang the rest of the Ranq
Monetary area have been totally free.

estimated, and there are no reliable eitimates of the quantity of money
my

64, During the 19808 the current account Of Namibigs', balance of
Payments moved from 8 small deficit 4p the initia] years (-1.0 percent to
=4.0 percent of GDP) ¢o progreuively larger surpluses around the middle
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of the decade. These peaked in 1986, when they reached R571 miliion (18
percent of GDP). The balance on current account contracted after 1986,
as the Government of the Rsa reduced its financial transfers to Namibia,
By 1988, the current account showed again o negative balance equivalent
to 2 percent of GDP.

65. The balance on goods and nonfactor services has been negative
during most years, indicating that Namibia has been absorbing rea)
resources from the rest of the world, Towards the end of the decade, the
balance on g8oods and nonfactor services ranged between 5 percent and 10
percent of Gpp.

66. Exports and imports of 80oods stagnated during the early 1980s,
but grew rapidly during the late eighties. Exports ranged between R9sg
and R1,100 aillion in 1980-84, Later on they grew rapidly, Prodded by a
substantial rige in the price of diamonds, reaching 8Pproximately R2,700
million in 1989, Imports followed o similar Pattern, but theyr growth
during the second half of the decade vag legg rapid. FProm R900-R1,100
million {n 1980-1983, they increased to about R2 billion at the end of the

TABLE 7
NAMIBIA; Main Exports - 1989
: (Rand Millions)

Agricultural Exports 387.1
Cattle (154.9)
Small stock (95.9)
Unprocessed fish (93.8)
Karakul Pelts (25.0)
Other (18.4)
Mineral Exports 2,026.8
Diamonds ~ (814.0)
Other (1,212.8)
Manufactures 135.8
All otherg ‘ 151.7
TOTAL EXPORTS 2,701.2

SEnessan

e ———————
Source; Statistica) Appendix Tables 1.6 and VIIX.1

67, Namibia'g informal membership in the Rand Monetary Area means

:h;l. for a11 Practical purposes, the country does not have an effective

dllnco of Paymentg constraint, Neverthelell. given the Government '

®Cision ¢o Create a Currency, this situation could change in two or three

Years, Ubiih is the time required to establigp & Central Bank apg make it
al.
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68. At such a time, the Government of Namibia will have to decide o
policies affecting international trade and finance. An exchange Tate
regime will have to be chosgen, Pegged or floating exchange rate;

kind of exchange controls, if any? If the exchange rate ig 80ing to pe
pegged, pegged to what? will Namibia maintain its membership in sxcy over

adopt?  The latter question is tantamount to asking what kind of
development strategy the Government wishes to follow, given the
for an economy the size of Namibia's there is virtually no alternatiye to
&n export-led development strategy.

A. The Government's Economic and Social Strategy

69. The Government's Economic and Social Strategy has been put
forward in a document entitled "General Policy Statement of the Namibian
Governmeat®. A summary of this document provides the background for the
quantitative assessment of Namibia's external assistance needs. The
Policy Statement, in line with the Constitution's proclamation of private
property as an essential human right, defines the economic system ag 4
mixed economy., Public, Private, mixed, Cooperative, and small-gcale
family forms of ownership are allowed. Foreign investmentsg will be
éncouraged subject to the regulations of a futyre investment code. The
document goes further in advocating a dynamic role for the private sector,
which together with well functioning markets, would provide safeguards,
according to the Government's view, against the stagnation that would
result from excessive centralization and buroaucncy.

70. The welfare of the people will be promoted through policies
aimed at:

(a) ensuring that every citizen has access to public facilities and
services; . ‘

(b) raising and ﬁuinnining the level of nutrition and public
health, and tho.pundardipf living of the Namibian people;

(c) ensuring equnliiy of oppc;rtunity for women; and

(d) protecting and maintaining the ecosystems and living natural
resources,

71, To attain these objectives, the Government has identified four
priority sectors: (a) agriculture and rural development, on which the
livelihood of the majority of the People depends; (b) education and
training, to give an Opportunity to all Namibians to participate fully in
the development process; (c) health care (including potable water) for the

neglected majority of the Population; and (d) housing, especially for the
less advantaged.
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72, The Government has decided to set up an independent Central
Bank. In approximately two Years a new Namibian currency will be
established; the Government purports to make it g strong and stable
currency in a framework of relatively free capital movements.

73, Namibia has been a de facto member of the South African Customs
Union. The Government wvishes to formalize this membership and, in two or
three years, it will assess the benefits and costs associated with it¢.
The Government also intends to participate in other regional arrangements
such as the Southern African Development Coordination Conference and the
Preferential Trade Area for Eastern and Southern Africa, and to contribute
to the establishment of an African Economic Community. 1t is prepared to
join various United Nations Agencies, the International Monetary Pund, the
World Bank, and the General Agreement on Trade and Tariffs.

74, The Government of independent Namibia is fully aware of the
importance of development planning, aid coordination, and debt management .
To undertake these functions efficiently, the Government has established
a National Planning Commission.

Growth and Emglozgent

75, The Policy Statement points at employment as the key variable
against which the performance of the Namibian economy should be assessed.
An estimated 30 percent of the labor force ig out of work at the present
time, since returnees and demilitarization aggravated the serious
Structural unemployment problem that Namibia already had. During the
second half of the 19808, the Government ‘s Policy Statement notes with
wvarranted concern, total employment grew faster than GDP due to the rapid
growth in public employment ; therefore, average labor productivity
declined. The Government's strategy seeks to change this pattern.

76. A rate of growth of Gpp of 4 percent to § percent per year--an
aggregate performance considered feasible by the Government--could lead
to the creation of approximately 20,000 neyw Jobs by 1992, This would
imply employment growth of about 3.§ percent per annum, and pProductivity
gains ranging between 0.S percent and 1.5 percent pPer annum. A similar
number of additional jobs could be created through special training and
labor-intensive programs. The Government believes that a1} this would
lead to a reduction in the rate of unemployment to 15 percent by 1992,

Priority Sectors

8. Agriculture and Rural Development

. The increase and diversification of Crop production would be the
zain Policy thrust, especially in the firge years after independence.
Improving the country's food self sufficiency ratio would be the target,
The Policy Statement emphasizes that Namibia has the potential for both
Pastures and Crop production. The Northern Region, is suitable for
8rowing most of the country'’s crops--especially millet which accounts for
Bore than S0 percent of the staple food--and other crops such as beans,
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cassava, groundnuts, maize, and sorghum. Water supply, however, is o
crucial constraint.

78, Another major policy thrust seeks to reduce the gap betveey
comunal and commercial farming, by raising communa] farmery:

productivity. The Government also recognizes the need to expand exu:u'
comnercial farming in order to increase its foreign exchange earning,
potential and its capacity to satisfy domestic demand. Exproptintion of
the land is ruled out as unconstitutional. Rather, communa] fnming vould
be transformed into commercial farming.

79, Immediately after independence, the Government increased the
limit of its territorial waters from 6 to 200 miles. The objective ig g
limit fishing to levels compatible with the renewal of the resource ang
internalize the benefits of offshore fisheries. Ample opportunities would
arise for investing in local fishing fleets, especially after the renewa)
of the resource.

- 80, Another important component of agricultural policy is the
establishment of forward linkages to Processing industries, especially {n
the livestock and fisheries subsectors. These should contribute towards
economic diversification and to reduce unemployment.

b. Education and Trlining

81. Namibia's educational system is not tuned to the country’s
needs: 30 to 40 percent of school-age children do not attend classes, and
60 percent of the teachers are not qualified. The Policy Statement gumg
up this situation as follows:

‘The school system is ... dysfunctional, with inadequate,
vasteful, and inefficient schools that are irrelevant to
the needs of the majority of the Namibian youth.*

82. Education would play a key role during the reconstruction and
rehabilitation of the Nanibian economy. The basic objective guiding
policy formulation would be the establishment of a uniform and universal
education system, and an appropriate administration. Other supporting
policies would be; (8) development of curricula adapted to Namibia's
needs; (b) upgrading the qualifications of teachers; and (c) promoting
non-formal education tailored to the needs of the drop-out and rural
population, especially women.

C. Health

83. Public health, until now, has been mostly curative in nature and
oriented to satisfying the needs of urban centers. Rural, preventive,
primary, occupational, and community health have been largely neglected.
Human and non-human resources in the health sector are distributed
unequally.
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84. Most Namibians have access only to inadequate and unsafe water
supplies, and live in substandard sanitary conditions. As a result, many
suffer from environmentally-related preventable diseases. Low incomes
also affect the nutritional, housing, and sanitation status of Namibian
families. A large proportion of mothers and children are affected by
these conditions. Accordingly, the priority health issues identified in
the Government's policy statement refer to children and women of
childbearing age.

8s. The Government has devised a health policy whose central goal is
the equitable provision of health services for all in the year 2000.
Primary health care services will be the focal point of all health care
services provided in Namibia. This implies restructuring the services to
attain equity, accessibility, affordability, and community involvement.

d. Housing

86. There is an acute shortage of housing, especially for workers in
industrial centers, where there is an incipient presence of squatters.
A similar situation occurs in the rural areas, since the rural sector has
been neglected as far as support for the purchase of housing is concerned.

The housing shortage is compounded by the arrival of many returnees and
demilitarization.

87. In order to alleviate the pressing housing problems, the
Government intends to revamp the parastatal National Building and
Investment Corporation, to promote popular participation in housing
through cooperatives, and to induce greater use of local construction
naterials. The Government's policy emphasis in rural development will
2180 assist in the prevention of slums and peri-urban settlements.

A Summary Assessment

38, The Government's strategy addresses Namibia's most important
levelopment issues. The overall thrust of the macroeconomic guidelines,
the reliance on the private sector, the emphasis on the restructuring of
the public administration and of social public expenditures, and the
Proposed sectoral priorities, are broadly consistent with Namibia's
tituation and development requirements. The degree to .which the
jovernment will succeed in implementing this strategy will, of course,
lepend upon the adequacy of the specific programs, policies and procedures
that will be followed in the near future. The fo.lowing sections present

} brief analysis of the country’s economic prospects and external
\ssistance requirements.

39, The size of the public sector deficit, and the way in which the
leficit will be financed, acquire paramount importance. Namibia's
embership in the Rand Monetary Area implies that the country does not
face an effective balance of payments constraint. This institutional
\'rangement also means that Namibia's options for financing the public
lector are limited. Money creation is not feasible, and, because the local
Mney and capital markets are still undeveloped, external borrowing and



grants become the only significant source of resources through which the
deficit of the public sector can be covered. , .

B. Macroeconomic Prospects

Sources of Growth

90. The expansion of Namibia's economic base resulting from the
. extension of its territorial waters to 200 nautical miles is likely ¢o

make a significant impact on the future development of the economy, Untj)
March, 1990, fishing in Namibian waters beyond the 6 nautical mile lim{e
did not benefit the Namibian economy and the product of this activity vag
not recorded in the national accounts. It is clear, however, that there
has been overfishing and that the fish resource has been substantially
depleted. Nevertheless, the extent of such a depletion is uncertain,
Currently there are at least three technical opinions on how long it wij]
take to replenish the resource: (a) Namibian officials at the Ministry of
Agriculture estimate that the resource could be replenished after five
years of restrained catches; (b) a team of German experts that undertook
a recent study of the sector estimated that the replenishment would take
seven years; and (c) an FAO team that conducted a survey of the fisheries
as part of the UNDP program of studies prior to independence, concluded
that it would take ten years to rebuild the stocks.

91. The projections presented below take a middle course, trying to
avoid both over and under-optimism; they assume that the resource will be
replenished in seven years. To the extent that the stocks are rebuilt in
less (more) time the fisheries contribution to economic growth would be
more (less) concentrated in the initial years of the projection period.
The table below shows the impact of the possible internalization of the
catch, consistent with the replenishment of stocks.

92. For the Cape Hake, i.e. the most valuable specie, a catch of
55,000 metric tons in 1990 would represent a major decline with respect
to the total catch in 1989, estimated at some 350,000 metric tons.
Nevertheless, from the perspective of the Namibian catch, 55,000 metric
tons In 1990 would represent more than three times the catch of the

preceding year. The same applies to other major species such as Horse
Mackerel, Red Crab, and Snouke.



ZADLE 8

NAMIBIA: ACTUAL AND PROJECTED CATCH OF FOUR ﬂAJOR SPECIES
' (Metric tons) '

1989 1990 1993 1995 1997

Species Onshore 1/ ececa... Offshore and Onshore ----

Hake 17,000 33,000 200;000 300,000 400,000
Horse Mackerel 170,000 300,000 400,000 400,000 400,000
Red Crab 300 6,000 6,000 6,000 6,000
Snouke 177 33,000 33,000 35,000 35,000

1/ Onshore fisheries are those within the 6 mile limie,

Source: Mission estimates based on official data.

93, The key issue, however, is that barring major technological
advances or resource discoveries, the fisheries’ maximum direct
sustainable contribution to GDP growth will be attained between 1994 and
1999. Although the fisheries are likely to be a leading sector over the
short to medium term, it cannot be the main direct source of growth
indefinitely. Another sector must replace the fisheries' role as a
leading sector somewhere in the second half of the 1990s.

YJABLE 9

NAMIBIA: PROJECTED ANNUAL GROWTH RATES OF FISHERIES; 1990 -1994
(Percentages) _

1990 1991 1992 1993 1994

Rate of Growth of _
Domestic Value Added 155.2 S4.0 25.9 24.4 19.6

Source: Statistical Appendix, Table I.11

94. It is not possible to predict how the absorption of fisheries
vill benefit the Namibian economy. Concerning the direct contribution to
the economy, two extremes can be singled out. The minimum contribution
would occur if all the fishing is done by foreign vessels, paying a
license fee to the Government of Namibia. The maximum contribution, would
occur if all the fishing is done by Namibian vessels, manned by Namibians.

9. The projected growth rates presented above refer to the
fisheries' contribution to the economy from the point of view of the
¢conomic activity occurring within the economic territory of Namibia, i.e.

terms of Gross Domestic Product, rather than Gross National Product.

Cross Domestic Product is defined as the sum tota] of value added within

A
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a given territory, irrespective of whether the value added i, earneq )
& resident or 5 non-resident. Grogs National Product, on the ’
is defined as the Sum total of value added generated by tp,
Production deemed to be residents of a given territory. Thege defin
imply that: (a) GNP would exclude value added 8eénerated i , 8iveq
territory but paid to non-residents (i.e. wages earned by immigran: uest
workers, profit remittances of foreign corporations ¢4 their
headquarters); and (p) GNP would include value 8dded earned by residene
factors of Production outside the territory of their residence (1., vages
earned by emigrant guest workers, profit remittances of nationg]
Corporations that have invested abroad).

96, If all the factors of production participating in the Namib{qq
fishing industry--now and in the future--were to be Namibian residents,
the industry’'s contribution would be the same in terms of Gpp or GNP, Ia
-Namibia‘'s current situation, however, GNP would be a better indicator of
the fisheries’ contribution to the material welfare of the country, 1n,
relatively small 8size of the Namibian fishing fleet (a sizeable portion
of which allegedly belongs to South African stockholders) makes the
Participation of foreign factors of production unavoidable, at 1eaq: in
the short term.

97. The Government rightly considers that the mere sale of licenses
to foreign vessels ig the least attractive approach to the exploitation
of fisheries. Its general policy in thig respect seeks to maximize the
contribution of Namibian factors of production. For the restricted catch
levels envisaged for 1990, the existing Namibian fleet might prove
adequate, By early May the Government had received applications for
licenses from Namibian Companies that exceeded the total allowable catches
for 1990 for the most important species Previously caught by foreign
vessels (offshore fishing). Nevertheless, in the macroeconomic
Projections that follow, the working hypothesis has been that $g percent
of the incremental value added generated by the fisheries would be earned
by Namibian regsidentg.

processing is the obvious forward linkage that can be generated by this
Primary sector. Thig stimulus could be felt immediately, but it need not
be limited to the time-span of the fisheries’ expansion. The impact on
manufacturing production could last well beyond a decade, depending on
factors such as the investment climate, and the availability of
appropriate economic and social infrastructure. The projections of
manufacturing growth presented in this section, however, do not formulate
explicit hypotheses tegarding the development of industrial figh
processing induced by offshore fisheries. The growth of the manufacturing
sector has been projected to increase gradually, from 2.5 percent per year
to about S percent Per annum at the end of the projection period. To the
extent that industrial fish processing develops rapidly in Namibia, the
growth of the manufacturing sector could be subltantially greater.



- 28 -

Government. Domestic Processing of fish could rapidly turn manufacturing
into a leading export and employment sector. But this will cal} for an
adequate system of incentives to attract domestic and foreign investment.
Physical Planning will also be required to guarantee the supply of
essential inputs, sguch as electricity and vater, Since i{'amibia‘s
Population is pnot concentrated near the natural fishing ports, the
development of fish-procelling industries would probably entail internal
migrations and the attendant provision of housing and Public services to
the workers.

100, Capturing the income generated by the offshore fisheries poses
& most immediate policy challenge to the Government. The Government must
design an incentives environment to internalize the benefits generated by
this sector. Unless the structure of incentives ig appropriate, the
larger portion of the benefits {s likely to flow out of the country. The
difference between success and failure in 1nternn11z1ng the benefits of
fisheries is likely to mark the difference between actual high rates of

101, Agriculture and mining also have the potential ¢to contribute to
the growth of the Namibian economy. Both sectors, for different reasons,
are likely to become important sources of growth after three to five
years. Mining, formerly a dynamic sector, has not performed well lately
but it is likely to constituyte an important source of growth during the
next two or three years. The key product would be uranium ore, whose
external salec are bound to increase as a consequence of the lifting of
economic sanctions against Namibia. The output of the other major minera]
export product--diamonda--cov;d increase during 1990-92, recovering from

production of diamonds should again decline as of 1993, on account of the
hatural exhaustion of the mines. Essentially, there are no major
investments already initiated in the mining sector. Since investments in
mining typically imply long gestation Periods--three to five or more
years--this sector is not likely to grow after 1992,

TABLE 10
NAHIBIA:-PROJECTED,GROUTH RATES OF THE MINING SECTOR; 1990-94
(Percentages)
Year : 1990 1991 - 1992 1993 1994

Rate 9.7 3.2 2.5 0.1 0.2

Source: Statistical Appendix, Table 1.13

102, The agricultural sector (excluding :the fisheries)--which is
especially important on &ccount of the large proportion of the population

A\



that operates in the subsistence oconony--incnuing production vill tay,
the introduction of modern inputs through efficient and
agricultural research and extension services. Unfortunately,

re
quality, Thus, starting in 1991, the growth rate of 8gricultury) dired
been projected gt 3.0 percent, gradually incruning by hal¢ .
percentage point per year during the Projection period.

103. Two presumably key sectors for the long tem growth of
and employment in Namibia--figh processing and agriculture..
crucially n the availability of water. In the case of fish Processiny,
both as an industrial input and for human consumption in the Sites of tne
Plants. In the case of agriculture, as a key input in connection wiep
possible small-scale irrigation schemas. Water is one of Namibia’,
scarcest resources and Namibia's environment is known to be fragi,,
Utilizing their rich endowment of natural resources to the benefit of moge
Naaibianes while pProtecting the environment, {g 4 challenge thge the

Projections

104, According to this scenario, GDP could 8row at about 6 percent in
1990 and 4 percent annually in 1991 and 1992. The pattern of annua}
-growth rates, however, declines through time, in line with what was gaiq
about the role of the fisheries as a leading scctor. To illustrate the
crucial role of the fisheries --that in 1989 represented only 1 percent
of GDP-- the 8lobal growth rate excluding the fisheries would be between
one and two percentage points below that of total GDP. '

; TABLE 11 _
NAMIBIA: P;Ochrtb ANNUAL GROWTH RATES op GDP AND GNP; 1990-1994
' iy (Percentages) ‘ .
1990 1991 1992 1993 1994
GDP 6.4 4.3 3.7 3.1 3.2
GDP w/o Fisheries 4.6 2.8 2.7 2.0 2.1
GNP ' 5.5 3.9 3.5 2.9 2.9
Soufce: Statistical Appendix, Tables I.11 and I.12
10S. In terms of GNP, tha’f resulte would depend on the extent to which

the income from fisheries is captured by Namibia. If, as assumed, one-

. \.‘\‘l .
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half of the additional income is captured, the average rate of growth for
1990-94 would be about 4 percent,

106. These macroeconomic Projections, tentative .4 they are,
illustrate the Potential importance of fisheries on the growth of the
Namibian econo « After three to five years, however, fisheries alone
would not sustain growth and investments in other sectors would pe
required to maintain & growth rate higher than that of the Population.

107, The primary Producing sectors would make the most {mportant
quantitative contribution to Gpp 8rowth. With their Jodine output growing
8t an average annua} rate of 6.0 percent over the period 1990-1994, their
share in Gpp would grow from 42.4 percent in 1989 to 46.4 percent in 1994,
As explained above, the fisheries would be the major source of impetus
vith extremely high annual rates of growth (that fluctuate videly from
year to year) resulting in gn increase in this sector's share frog 1.2
percent in 1989 o 7.2 percent ip 1994,

Ratio to Gpp Average Ratio
----.---.--.- cch tO GDP
1989 1990 1990.94 1994

(Percentngn)

PRIMARY SECTORS 42.4 44,5 6.0 46.4
Agriculture ang Pishing 10.8 11.9  13.1 16.3

Msheries 1.2 2.9 49.1 7.2

Rest of Agriculture 9.6 9.0 3.0 9.0
Mining ang Quarrying 1.7 32,7 3.1 30.1
SECONDARY sECToRs 9.3 9.0 4.4 9.6
P-fnufncturin 4.4 4.2 3. 4.2
Electricity gng Water 2.5 2.4 4.0 2.8
~°Mtl‘ucuou 2.5 2.5 7.0 2.6
ERTIARY SECTORS .48.2 46.8 2.2 4.0
;:“"l Govemmnt 17.9 16.7 1.0 13.8

't of Services -30.3 29.3 3.0 28.7
WL opp

100.0  100.0 6.4 100.0

\

Srce, Statiseicy) Appendix, Table 1.1

\_%5



108, The projections of key macroeconomic variables over th
year period 1990-1994, on the other hand, indicate contra.ting Pa
regarding the likely evolution of fixed investment ang public Consumpe o
expenditures. Fixed investment has been projected to 8row gradua])

around 15 percent of gpp in 1989 to 22 percent of GDp i 1994
consumption expenditures, on the other hand, would 8row at 4

tathy
moderate rate of 1 percent Per year throughout the Projection perumf
Public consumption expenditures, relative to GDP, would decline from 24,4

percent in 1989 o 21.7 percent in 1994, 1n an environment of
restraint, this time-path of public consumption expenditures would b,

8oods
supplied.
TABLE 13
NAMIBIA; ACTUAL AND PROJECTED EXPENDITURES ON GDP; 1989.1994
o (Percentngen)
Ratio to GDP Average Ratio
cecccccccenaa Growth to GDP
1989 1990 1990-94 1994
Private Consumption 55.8 54.0 3.0 52.8
Public Consumption 25.6 24.3 1.0 22.0
Fixed Investment 14.8 18.0 12.9 1 22.0
Change in Inventories 2.5 0.0 - 0.3
Net Exports of Ggs -4.5 -2.8 - -4.6
TOTAL GNP 93.5 93.2 3.7 92.5
Source: Statistical Appendix, Table l.12:
109, Exports of goods (excluding the fisheries) were Projected to grow

at 3.0 percent Per annum. Growth of this subget of exports would be more

rapid at the beginning of the Projection period (nearly 8 percent in 1990)
but would decline thereafter.
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TABLE 14

- (Million 1989 Rands)

TED EXPORTS 1/ 1989-1994

1989 . 1990 1991 1992 1993 1994
Agricultural goods 294 294 303 ' 313 326 340
Minerals 2,027 2,224 2,296 2,354 2,358. 2,362
-diamonds 814 863 891 904 863 = 822
-other minerals 1,213 1,361 1,405 1,450 1,495 1,540
Manufactures 136 139 143 148 154 161
Other exports 152 155 160 166 T 172 180
TOTAL 2,608 2,812 2,902 2,994 3,010 3,043

1/ Fisheries excluded

Source: Mission estimates.

C. Public Finances

expenditures. Moreover, as a member of a
currency, the financing needs of Namibia’
from balance of payments projections,

finance estimates. <Thig sectio
budget estimates for 1990/913
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The Government's Budget for 1990/91
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some tnmitbry changes, described below, and the face that the domeg
market has yet to be testud as o significane provider of finmcm.. te

e
conservative revenue estimates, permitting revigiong to thege estimy .:.
as well as duthorizing additional expenditures for vhich 5 p,
during the year, in lupplementary budgets. The Comtitution
supplementary budgets, as i¢ specifies that revenue, expend{,
income for a Prospective year shall be Presented to the Nationa)
at least once every year, and thereafter gt ‘such interim stage
be considered necessary....* Given Namibia's 1ack of access ¢
credit and financia] markets, the Government does not have , lender o
last resort (e.8., a Central Bank), nor o tested source of ¢
fimncing for meeting short-temm liquidity shortages, For thig reason,
its cash flow lanagement ig conservative and aimg to ensure Positive cqq)p
balances at a]] times. The original budget estimates, therefore, should
be considered budget management toolg with a strong focus on ensuring ¢h,
Government's continued liquidity, rather than macroeconomic Managemeny
tools, The original budget estimates, then, may differ frop the
Projections of the likely figcal outcome for the year,

uUre and
As l!nbl’

113, In part, the Preliminary budget revenue estimates for 1990/9y
assume g weakening in demand, as 5 result of the withdrawal of sizeabl,
RSA defense forces in 1989, and UNTAG forces through April 1999..
developments which could depress both individual and company income taxes,
l-‘urthcmore. the diamond mining sector has had technical problems which
might also depress tax tevenues for the year; additionally this sector’s
tax payments are expected to remajn low as a result of the write-off {n
1990/91 of large investments, In the uranjunm sector, while Production {4
expected to increage 8% a result of the lifting of sanctions, the
reduction in the budgeted tax yield reflects a drop in export prices at
the expiration of the pregent high-priced contracts. The tay yield on

implications of the pPresent agreement. However, thig remains to pe
finally negotiated and/or confirmed by the independent Government., Ag a
result of these developmento. total revenue ig budgeted to decline by 12

114, On the expenditure side the basis for the budget guidelines on
current voted expenditure (i.e. those tequiring Parnamentary approval),
is8 the - amountsg appropriated ip the 1989/99 budgets (including

temporary absorption of the representative ang local governments (until
8 new structure ig specified) by the Central Government ., These estimates
provide the guidelir_xc amounts for current expenditure to Ministries and
relevant spending units, It should be noted that these guidelines
incorporate a sharp reduction in Namibia'g security.related expenditure,
In addition, the Preliminary budget estimates in Taple 7 include a

%
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significant provisgion for expenditure in excess of the guideline amounts,
which may be authorized by the Minister of Finance before the budget is
finalized, in cases where a Minister makes specific motivation for his
request. Estimates for capital expenditure are based on (i) the overall
size of identified investment pProjects, still to be prioritized by the new
Government; (ii) a carryover of project execution from 1989/90; and (111)
a4 small amount of equity investments. Total expenditure ig budgeted to
increase marginally in real terms.

118, With a projected decline in revenue of 12 percent, and an
increase in expenditure of 16 percent, the Preliminary budget estimates
Point to en overall Central Government deficit equivalent to R617 million,
or about 9 percent of GDP. Additionally, Ri169 million in amortization
payments are budgeted for 1990/91. With a budgeted drawdown of cash
balances (R158 million) from the Redemption Pund and the State Revenue
Fund (including some funds derived from the previous Second Tier
adninistrations), the budgeted financing 8ap would amount to R628 million.
Rollover of the capital payments coming due in 1990/91, new borrowing to
finance its repayment, or other aArrangements for itg payment would reduce
the financing 88p to R4S9 million (6 percent of GDP),

World Bank Team Projections

116. The World Bank team pProjections of the revenue prospects of the
Central Government for 1990/91 and 1991/92 are based on the macroeconomic
Projections summarized in Section B above, taking into account some
specific circumstances which might affect fiscal performance. For
instance, as a result of the withdrawal of RSA defense forces in 1989 and
UNTAG forces through April 1990, the World Bank team projections assume
that these taxes will grow slowly in 1990/91, but resume normal growth in
1991/92. Concerning potential Tevenues from fisheries, in the absence of
8 clear definition of Government policies for this sector, the Missgion
projections do not include all the revenues wvhich under certain modalities
(for instance sale of licenses to foreign fleets) could accrue to the
Government .2 Given, moreover the uncertainties attached to the
quantification of the future contribution in lieu of customs and excige
taxes, this revenue item is left for both 1990/91 and 1991/92 at the level
implied for 1990/93 by the present agreement,

117. On the expenditure side, the Projections assume the
constitutionally mandated retention of all General Government employees
88 of the date of independence, and the consolidation of the operations
of previous General Government entities within the operations of the
Central Government. The Projected growth of Central Government
expenditure, at almost twice the rate of inflation {n 1990/91, represents
2 substantial increase in real terms and reduces the need for further

Creases in 1991/92, while raising capital expenditure from 3.5 percent
of GDP {n 1989/90 to 4.6 percent in 1990/91 and 1991/92.

———

4 This exclusion results in a drop in revenue relative to GDP ip the

Projections, because GDP includes & sharp increase in fisheries. When
tdjusted for this, the pProjected revenue ig close to its traditiogal level.
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118. The resulting deficit is equivalent to 6.8 percent of ¢pp {n
1990/91 and 4.7 percent in 1991/92. A small further adjustment in the
. following one to two,  years, which could come from s combinat on of
taxation of the fishery sector and a continued reduction in the wage bi]),
could bring the deficit within a sustainable position of some 3 to 4
percent of GDP. With a deficit of this magnitude, the Government would
be able to contribute to the financing of its investment program, vhile
seeking grants and concessional financing for its long gestation Projeces
and programs, and financing its remaining deficit in the domestic market,
once domestic money and capital markets have been developed. Lookin
further ahead, Namibia would need to strengthen its figcal position, a4
the Government cannot continue to rely on external concessional pProject
financing for the medium term. The Government's preliminary expenditure
estimates for 1990/91 are consistent with achieving a sustainable
position. :

119, Within the expenditure projections, a 20 percent increase in the
wage bill in 1990/91 . incorporated in reflection of the requirements for
new positions in the Central Government (Ministers, Deputy Ministers,
permanent secretaries etc), as well as for new ministries and departments
(e.g., Poreign Affairs, and the Customs Department). while the Central
Government ‘s wage bill is estimated to rise from about ¢ percent of ¢pp
in 1989/90 to 17 percent in 1990/91, only the expansion of the Central
Government (i.e. new positions vs. consolidation of General Government)
will entail an increase in the expenditure of the Central Government. The
remaining projected increase in the wage bill (i.e. the wage bill of
general government entities) was Previously supported mainly through
transfers from the Central Government, and thug its inclusion in the
Government's own wage bill means a corresponding reduction in transfers,
A modest reduction in the wage bill to below 16 percent of GDP is targeted
in the projections for 1991/92, to be accomplished through employment and
wage restraint. Until the Government achieves a sustainable position, it
would be advisable to lover, or at most, keep the wage bill constant in
real terms.

that a very high proportion (approximately 40 percent) has been spent on
Protection and administrative services in the lasgt § years. Similarly,
expenditure on community services (mainly health, education and social
welfare) has also been rather high, at approximately one-third of total
budgeted expenditure, while infrastructure services have received
approximately one-fifth of the budget share, and services to the economic
sectors accounted for only 5 to 6 percent of GDP.

121, A significant reduction in the share of protective and
administrative services should be made possible by the cessation of
hostilities and the streamlining of the public administration. Thig
should free resources for the priority sectors (water supply, agriculture,
education, health and housing). 1In addition, expenditure increases in
these sectors would follow from the targeted real expenditure increases,
on both current and capital account. However, the major part of the real
improvement in services to the various sectors should come from the
elimination of inefficiencies in spending and improvements in the quality
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of services, not from increased budget allocations. The scope for this
will vary between sectors. Por example, it is clear that past expenditure
on health and education is disproportionate to the services received, but
it will take time to reorganize the health System and to provide
adequately trained teachers to provide quality education, regardless of
the nominal increage in expenditure allocations. On the other hand, it
may be pos:ible to improve the housing situation within a much shorter
period, given availability of resources. Becauge of this, it ig difficule
to provide sectoral guidelines on spending without o detailed analysis of
planning and implementation capacities, as well 85 assessment of the
quality of projects and pPrograms in the various sectors. The genera] rule

high-yielding programs and projects should have priority over other
expenditure on both current and capital account, and that Strengthening
of planning and implementation capacity should be concentrated in the
first instance in high priority sectors.

The Pinanc ing GAp

122, The Government will algo need funding for scheduled amortization
payments in the next two years. The World Bank team projections point to
& corresponding financing need equivalent to 8.8 and 5.3 percent of GDP
in 1990/91 and 1991/92 respectively. However, the Government would be
able to finance a part of its deficit by some drawdown of its cash
balances, and should also be able to obtain new financing to cover itg
scheduled amortization payments. The resulting financing 8ap would bde
R343 million (US$132 million) in 1990/91 and R258 million (USS100 million)
in 1991/92. fthe size of the financing 88p for 1990/91 would mean that
there would be a need to finance the entire investment program plus R93
million for general budget support, preferably for high-priority programg,
By 1991/92 the Government could already begin to contribute to the
financing of itg investment program out of itg own revenue. However, it
would need donor funding for most of the investment program,

Policz Recommendationg

123, The deficit of One percent of ¢pp registered by the Central
Authority {n the last fiscal year before independence ig clearly within
& range which Namibia can support. However, as stated Previously, a
significane expansion of this deficie in the immediate post-independence
period, reflecting higher outlays for more widely shared social and
economic services, would be almost unavoidable in the short run. With
8ppropriate fiscal policies, Namibia can return to g sustainable figcal

Position within a period of 3 to 4 Years, while alsgo addressing pressing
socia]l and economic needsg,



Table 13: CENTRAL GOVERMMENT:Budget Estimstes for 1990/91
and World Bank team projections for 1990/91 and 1991/92
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on income and property LT
on domestic transaotions 1Y 8
on international trede 322
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Direct investaent 114
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124, In view of the limited scope for increasing revenue in the short
term, expenditure rationalization and streamlining of the public
administration must be at the center of the efforts to bring Namibia's
public finances to , sustainable position, In particular, the
constitutionally mandated reorganization of the public administration
should contribute aignificantly to restrain expenditure relative to GDP,
This would imply a reductjon in the wvage bill, . rationalization of
expenditure in the gocial 8ectors, to be effected with the consolidation
of the Previously fragmented administration system, and a redirection of
expenditure to the social and economic priority sectors. As for the
division between Current and capital expenditure, as noted before, Namibia
already has a fairly large capital stock, the upkeep of which necessitates
high maintenance expenditure. By Comparison, Namibia hag under-invested
in its human capital, which may be equally, or éven more important for the
country’s future development, Tt would be advisable therefore that fiscal
Policy be modified to take into account the need to allocate funds for
current expenditure in Priority sectors such as health and education.
This is not to say that investment in Physical asgets should be neglected;
but Namibia needs to exercise caution in 1its choice of investment
Projects, taking into account (1) the limited financial resources and
implementation capacity; (i14) the opportunity cost of capital vs. current
expenditure programs, where both could contribute significantly to the
country's development; and (111) the recurrent Cost inevitably generated
by investment programs. Accordingly the investment program should be
maintained within a limit that ensureg that its future recurrent costs do
not become excesgive and threaten the envisaged fiscal balance.

125, - Namibia's public debt and debt service obligations are low,
although debt servicing obligations were relatively heavy in 1989/90 and
scheduled to be heavy also in 1990/91. with total debt of the Central
Government equivalent to 13.2 percent of GDP at independence, debt service
Payments in 1989/90 were equivalent to 14.7 percent of Namibia'sg exports
of goods and non-factor services, and are projected to decline to 8.5
percent in 1990/91 and 3.2 percent in 1991/92. Nevertheless, it would not
be advisable for Namibia to geek commercial financing for its present
expenditure, which ig virtually all for long gestation and social projects
and programs. Given Namibia’s membership in the Rand onetary area, even
highly concessional loans can become expensive due to movements in the
value of the Rand, a situation over which Namibia hag no control. To
avoid future debt problems, funding of the immediate post-independence
Priority erpenditures should rely primarily on grants, or loans with
significant grant element, and focug on projects in the more Populous and
Poorest areas of the country 4in tkhe agriculture, health, education.
sanitation, and housing sectors. Such a focus would more efficiently
utilize the Government's limjited implementation capacity in high priority
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APPENDIX

RECENT TRENDS IN PUBLIC FINANCES
——3 X TU0LIC FINANCES

The Central Authority and the General Government

126. The importance of the General Government sector in the economy
prior to independence is difficult to ascertain with precision, because
consolidated accounts are available only for the Central Authority,
However, expenditure estimates of the three tiers of government through
1986/87 (Table V.1) indicate that from 1980/81 to 1983/84, total

percent of GDP; thereafter they declined to 55 percent of GDP in 1986/87.
The change in composition of expenditures was also significant: while
Ccurrent expenditures rose from 31 percent of GDP to 47.4 percent in the
five years ending in 1986/87, capital expenditures fell by one-half to 7.5
percent of GDP over the same period.

127. The importance of the Central Authority is reflected in its 80-
86 percent share of the expenditures of the consolidated General
Government. This relationship is estimated to have remained relatively
stable until independence as the Second and Third Tiers had limited income
and borrowing potential, and transfers from the Central Authority have
been their main source of revenue. Thus, the Central Authority's
financial position should closely reflect that of the consolidated
government sector.

Financial Performance of theICenttal Authority in the 1980s

a. Ravenues

128. Revenue of the Central Authority performed strongly in the
1980s, rising by 10 percentage points of GDP to 36.2 percent between
1981/82 and 1989/90. Most of the improvement in performance wasg
concentrated in the period 1984/85 to 1986/87. This reflected mainly the
emergence of the uranium sector as 8 major tax source (after the
expiration of a tax holiday), and the benefitg (in large part to the
mining sector) of the depreciation of the Rand following the imposition
of sanctions against RSA in 1985. The imposition, in response to the
sanctions, of a fuel levy in RSA, which also covered Namibia, contributed
to the improved revenue performance, as did also adjustments in the rate
of the General Sales Tax. However, taxes on international trade lost
importance, as payments from RSA to Namibia out of the SAcU revenue pool
declined in relative terms (Tables V.4 and V.s), In 1989/90 tax
performance was also boosted by the collection of all income taxes for the
account of the Central Authority. Non-tax revenues algo rose
significantly, reflecting increased administrative fees and charges, as
wvell as a rise in pProperty income and an increase in the operating surplus
of departmental enterprises.
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129. . The composition of revenue changed significantly during the
1980s. 1In 1981/82, the major single source of revenue was the payment
from South Africa of Customs and excise taxes (SACU receipts) which
contributed 60 percent of revenue (equivalent to 15.¢ percent of Namibjia's
GDP); taxes on income, profits, and property contributed 19 percent (of
which company taxes accounted for two thirds), and taxes on domestic goods
and services 13 percent, mainly from the general gales tax (GST). 1Income
and property taxes included also a tax On nonresident shareholders and on
diamond profits. Within thesge totals, the tax contribution from the
mining industry was equivalent to only 12 percent of revenue, (mostly from
diamond sector taxacion), reflecting mainly a slump in the sector's
production and exports.

130. By 1989/90, taxes on income and profite, at 42 percent of
revenue had become the most important revenue sources, with taxes on

relative to GDP and ag & share of total tax revenue in 1986/87, declined
reflecting a reduction of the diamond sector tax yields, while the sales
tax yield was boosted by rate increases (see Table v,s). By 1989/90
nining sector taxes accounted for 18 percent and sales tax receipts for
16 percent of revenue. Non-tax revenue accounted for the remaining 9
percent of revenue.

131, Thus, by 1989/90 the Central Authority of Namibia had a
relatively high revenue ratio, particularly considering ite very narrow
tax base. Tax revenues, moreover, were more evenly distributed between
taxes on income and profits, and on domestic and internationa}
transactions, than at the beginning of the Period, when almost two-thirds
of revenue derived from SACU receipts.

b. Exgenditurea

132, The combination ofsriaing revenues and originally high, but
recently sharply declining, budget Support payments from RSA, have
Supported high, albeit declining expenditure relative to GDP throughout
the 1980s. Expenditure declined by almost 10 percent of GDP over the nine
years to 37 percent of GDP in 1989/90. However, expenditure reductiong
have been concentrated in the capital account, While capital expenditure
declined from 27 percent of total éxpenditure of the Central Authority in
1981/82 to 1less than 10 percent in 1989/90 (or from 12 to 3.5 percent of
GDP), current expenditure rose marginally relative to GDP to 33,5 percent

133, The most expansionary component in expenditure of the Central
Authority has been the increase in its own wage bill i.e., from 14.6
Percent of totgl expenditure in 19831/82 to 24.2 percent in 1988/89, when
it was equivalent to 9.6 percent of Gpp (as of June 1988, there were
21,744 positions in the budget, equivalent to about 5.5 percent of the
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economically active population).é’ Interest and other debt telated ¢q
(including exchange rate losses) rose from 3 percent of total expeudig::c
in 1981/82 to 7.8 percent in 1989/90 (Table V.2). Rigidivie, .
resulted from the formulas for contribution to the current e
Second Tier Authorities, on education, health,
administration and other services. The Central Authority
approximately one-fourth of its annual expenditure on transfer Payment,
to other tiers in Government in recent years, declining from appzoxim.g,ly
40 percent at the beginning of the decade. At the same time, however, the
scope of the Central Authority’s maintenance obligations were expanded ¢,
cover many Second Tier facilities vhen the latter could not afford ¢q
maintain them.

134, In the second half of the 1980s about 40 percent of the budgee
was allocated to protection and administrative services, with , decling
of this share in 1989/90, when expenditure for national defense droppeq
sharply. About a third of the budget was spent for community services,
including education, training, health and welfare, much in the form of
transfers from the Central Authority to the Second Tier Authorities.
About 25-28 percent was for infrastructure and economic sector services,
with the share for economic sector services declining from 9 percent of
the total in 1987/88 to 3 percent in 1989/90 (gee Table v.¢).

C. Deficit and Financing

135, Through 1983/84, the Central Authority's deficit (before
transfers from RSA) averaged about 20 percent of GDP (Table V.2). on
average, 12-15 percent of Gpp wvas financed by budget support from RSA,
The deficit after these transfers (6 to 8 percent of GDP) was financed by
drawdown of Treasury cash balances, and by commercial bank borrowing with
8 loan guarantee by the RSA. Between 1983/84 and 1986/87, the deficic
(before RSA transfers) was reduced from 22.3 to 8.4 percent of GDP with
further significant reductions until independence. As 5 result, even
though transfers from South Africa were reduced after 1986/87, the Central
Authority registered an annual average deficit after transfers of less
than one percent of Gpp for the last 3 years, far below that registered
in the first half of the 1980s. In fact, in the last two years, an
overall small surplus was registered. Nevertheless, a drawdown in
Namibia's cash balances, accumulated through 1986/87, wag necessary over
the last three years, both to help finance the deficit in 1987/88 and to
meet heavy debt service obligations when Namibia‘'s ability to incur new
debt was uncertain, given its still non-independent status, and the
prospective withdrawal of loan guarantees by RSA. Furthermore, given the
high cost of debt to Namibia, a reduction in Namibia's outstanding debt
was also considered desirable.

sl The representative authorities had an additional 25,091 establighments
(Table v.8).
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d. Government Debt
2=="ltinent Debt

136. The debdbt (foreign and domestic) of the Central Authority rose
from 14 percent of Gpp in March 1982 to , peak of 34.7 percent in March
1985, after which it was gradually reduced to 19.8 percent of GDP in March
1989, and to 13.2 percent of GDP in March 1990 (Table VI.1). Debt
service, including foreign exchange losses, discounts on LRS, and other
Custs rose from 1.3 percent of GDP in 1981/82 to 7.9 percent of GDP in
1989/90, reflecting large amortization pPayments made in the latter year
and cozresponding foreign exchange losses.

137. At independence over 75 percent of the debt of the Central
Authority was in the form of local paper (within the Rand monetary area),
5 percent a direct loan from RSA, and 10 percent from external commercial
banks (i.e. outside of the Rand monetary area). Remaining debt reflected
local loans and short term dbonds. The maturity structure of the debt s
rather short term, with all foreign loans repasable before end 1993, and
virtually the remaining loans repayable within the decade.

The Second Tier Authoritieg

138, Consolidated accounts of the Representative Authorities are not
available, Given their importance in the structure of public
administration, expenditure patterng (including that of the Central

Authority) and the overall economy, a few observations are made below on
their implications for public finance.

139, First, the allocation of pPersonal income taxes paid by the
various population groups to their respective Representative Authorities
caused serious inequalities in the distribution of revenue, bdecause only
members of the Administration for Whites had sufficiently high incomes to
Produce significant tax révenue. Second, transfers to the Second Tier
uthorities were based on rigid formulae. ag 8 result, some of the Second
Tier governments met their needs with ease and built up large surplus
funds, while others have had to borrow from banks to provide even basic
services. Third, it is doubtful that economic efficiency was furthered
by maintaining the large number of ethnic authorities with their separate
ldministration. health, education, pension and welfare systems in addition
to those of the Central Authority and the local governments. Pourth
virtually al]l the ethnic administrationg lacked qualified human resources
and consequently they were guided by white senior officials. 1Ip the last
Jears before independence, the Central Authority became more flexible in

in attempt to reduce the inequalities and complexities created by the
System.

Govermnent Emgloment and the Wage Bill

140, Covernment employment expanded rapidly in the 1980s. As of June
1988, there were 46,835 establighment positions, equivalent to
'PPfOximtcly 12 percent of the estimated economically active population
(Table v,g,, 46 percent of the Positiors were in the Central Authority,
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vith the remainder in the Second Tier governments. The two largest Second
Tiér administrations, for the Owambos and the Whites, accounted for more
than half of the Second Tier positions and 30 percent of the overa]],

141, While positions in the Central Authority 8rew by almost 4
percent over the last 5 years, those of the Second Tier Government,
declined by 6 percent, with a resulting total establishment growth of 13
percent. Virtually all of the increases in the establishment of the
Central Administration have been in the Department of National Health ang
Welfare, which was the third smallest department in 1983 but the largest
in 1988. 1In the Second Tier Governments, significant declines in the
Administrations for Whites, Hereros and Kavangos more than offset smal]
increases in other administrations.

142, Information on remuneration in the General Government is only
available until 1986/87 (Table v.7). Between 1980/81 and 1986/87, the
wage bill almost quadrupled, as it rose from 10 percent to 18.4 percent
of GDP. The growth in the Central Authority far outpaced the rest of the
government. In 1986/87 10 percent of GDP went to remuneration of
employees in the Central Authority, 7 percent to those in the Second Tier
administrations, and the remainder to the local authorities. After s
small increase in 1987/88, the result of a 15 percent adjustment, the vage
bill in the Central Authority returned to approximately 10 percent of GDP.

Namibia and the Southern African Customs Union (SACU)

143. The 1969 Customs Union Agreement between RSA and the BLS
countries (Botswana, Lesotho and Swaziland) included a formula which
distributes revenue from the common pool to member countries other than
South Africa according to the share of each country’s imports, and its
production and consumption subject to excise taxes and sales duties, ip
the totals of the SACU area. Moreover, a multiplying factor of 1.42 was
built into the formula, and a stabilization factor was also added. The
latter was designed to maintain the revenue of each of the BLS countries
within a minimum of 17 percent and a maximum of 23 percent of its imports,
production of goods subject to excige taxes and sales duties, and
collection of taxes on these. As a result of the subsequent application
of this formula to Transkedi, Bophuthatswana, Venda and Ciskey (the TBVC
countries), South Africa has received an ever declining proportion of the
revenue pool. .

144, As a territory of South Africa, Namibia could not obtain
independent membership in SACU. However, the de facto situation of
Namibia inside the SACU area, and its sheer volume of imports,
particularly from South Africa, were powerful arguments in favor of its
entitlement to a share of the common revenue pool. South Africa accepted
this position in principle, even before 1980, by making annual, albeit
minuscule payments to Namibia in lieu of customs and excise receipts. How
these payments developed in the 1980s has been a subject of much
contention. It appears that an ‘informal® agreement with Pretoria fixed
the amount to be paid to Namibia at 12 percent of the 'net® revenue pool
left to South Africa. However, it is not clear how the percentage was
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derived. Moreover, the amounts paid by South Africa in the 1980s appear
to have fallen short of that percentage,

145, At tho beginning of 1988 thie agreement wag replaced by a pey
one, which adjusted the amounts to be paid to Namibia 8ccording to the
actual growth in the common revenue pPool, with a two-year lag. This
agreement wag the basis for Payment for 1987/88. since then paymentg have

Eg% p
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TABLE [.2. NAMIDIA -- GDP AT CONSTANT FACTOR Cosy 8Y XIND OF EcoNOMIC ACTIVITY, 1980-99
1980 1981 1982 1983 1984 1985 1988
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nocvices ... ... 18.8 22.8 2). 25.0 26.2 8.3 26.9
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Tholesale and tetail trade, Cateriag )
aad acconsodation ........ SIXTTPPION ' N B (% B TR | i1 3.1 1.2 .0 4 ¢l
Traosport and comsmaication ........ 259 LN K T | 152 12 13 X R N TR
Pisance, iasorance, teal estate and )
business services ...... veveseeess 13,2 111 15.3 16, 0.0 1.1 15.1 N 0
Consaoity, social and personal )
SEIVICS o.iviuiiniininenennnnanss L] 1.} 1.4 17 1] {2 1.4 2.6 1.9
General govecanest ................. M3 1608 1S 10958 .t ny a0
By tind of etqasisation
Padllc anthorities:
Ceseral departaents .............. M3 108 1. 1098 2.1 104 0ins w1 ua
’ ::?llc bes n::s eaterprises ...... ;:.2 2:.2 };.: gl.l };.; l;.: ll.g P N I TR
' c co‘ 0“ .‘ .l.l.......'.... L] L] . [ L] . . [ [
Ptivate bugile:soenteszlsos eeeenee TN 1314 0.5 1;.; .} 8.4 %3.‘ =}.g l{}.g
By type of asset
Beildiags .............. CECITITIVENN * 1 NS} { 19 I T I T [ 15 B (W N4 ny 0
Colstxngtlol votks ....... eeseeeee UMY 1606 1409 1000 Ny 0 S §5.9 12.2
Traasport equlpaent ............... 2.4 3.8 .5 16.1 1.0 14.4 15.9 3.1 1.
Hacblaery and other equipacat ..... 5.6 5.7 51.§ .3 15.) n n.1 5.1 (5.3

Soutce: Oepartaent of Pisance
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TIBLE 1.9. MARIBID -- GROSS DONESTIC PIIRO 1NVRSTRENT AT CONSTARY 1940 peices, 1980-08

.....................................................................................................................
.....................................................................................................................

dgricultore and Eisking ............ -4 5.6 6.7 .3 9.2 X B (A 1.1
Nisiog and qoareying ............... 3. 1.} 11.6 1.1 10.0 4.6 11.3 19.4 %6
Nasofactoriog .oooiluiueyenenonn . 1.6 5.) .1 .9 32 2.6 .1 1.1 1.}
Blecteicity dod vater ... .....0.00" 12 (N ] 1.2 5.9 1.4 1.0 .} 1.} 1.1
Coastraction (Cootractors) ......... 1.9 11 .5 .9 1.3 1 1.2 1.4 1.4
Tholesale asd retaj) trade, catering
dod acconacdation ................ 1.1 N | {93 3 4.6 1 3. .9 1.0
fraosport aod comasication ........ 5.9 13 1.} 102 1.1 1.} 11 1.2 5.1
Fisaoce, iasorance, real estate and
bosivess setvices ................ .0 IS RN | 1.0 11.7 (N} 1.5 1.$ 15.4
Conacoity, social aod persosal :
services ........,,...... 0.4 1.9 .3 1.4 1.9 12 .1 1.4 ()
Geseral goverssest ... ... . 070" 6. .2 .0 .0 .7 3.0 1.1 BN in.1
by biod of orqaaisation
Pablic aatdorities:
Several departaents .............. 5.3 Hl 10 «a €1 890 00 g n.1
Pablic bosioess esterprises ...... i.$ 19 13 ua 9.1 1.2 6.6 6.9 5.1
Pablic corpotations . ..., Ceraserenes {1 11.9 12.0 1.4 6.} 6.9 1.} 6.l 5.
Private bosicess esteprises ....... {0.5 HA .6 1.5 na .y N 1.6 st
by type of asset
Belldiogs ...oeovninninnnnninnnnn, 1N 3. 1.) .6 3N IR N I N | 0.2
Coastroction vorks .,....... treenes 0.6 4.9 .6 {5.) 0.5 2.0 1.9 0.7 1
ftaosport equipaest ... ... 000 .1 .0 1.8 1.0 1.1 1.6 1.6 1.1 5.1
Nacbioery and other eqoipeest ..., n. 11.2 16.) 16.1 11.9 15.§ 0.1 u.1 0.4
(deasal percentage change)
Gross dosestic figed favestaeat .- LTI £ 15 RS TI% BT 1 -1.0 5.6 | N 16.6
8y tiod of Lcononic activity
lgricoltare and tisbiog ............ .- 4.1 -0.9 < 12 S (' I R Y -4.) 5.1 -6.1
Yeing aed qeareyieg ........ cesvese --- L) -4 a0 21 8 RS [ 19.) .2 $9.4
Rintacteripg ..., o ooo e e .S -6 1.$ .9 0 s -1.9 9.4
Uectricity and vter ...... sesenees  mee 16.2 -u.4  -n3 -N.1 1.$ 1.4 -i.2 $0.0 .
Coastroction (Coatracters) ...... N 0.6 1.8 -51.1 e ZUNEREY [ 16 B 1 1.2 1.2
Wolesale sod retaf] trade, cateriog ‘
aod acconnadation .., ,,,. .. cereees 2.1 2 3 RV N1 103 <09 -5 -1 13.0
fdssport aad consanication ........ oo i.1 4 10 ) 1.1 .6 | R (Y]
tnace, insorance, reql estate aod
basisess services ,............... - -15.9 na 1.2 B2 % B I8 | 1.2 4.0 1.
seneity, social apd petsonal :
evices ..., teesreens  oee 1. L4 <500 0.0 13.§ .5 6 -26.9
terdl qoveronet ... .. 00 R T LTI P JRS 95 BT ¢4 1.3 -15.0 1 .}
lrlibdof orqanizatios
Mbl e Wthorities:
teral departaents ... ,.. ceveses == 166 <10 -%.3 -15.9 1. -15.0 1.1 1.)
Mblic busjpess eaterprises ..,,,. -.- 1. 1.4 -1 9% Ll N 9 1)
Mhlic corporatiops, . P, ot IOOOoRRORE | SR (18 SIS 1% N 13 SR f S 256 1008
(vate basigess eaterprises ....... --- ot IS O B TR | I B TR 16.9 15.4 3.}
'Hm of asset
hilgiagy " - . . . .
BRI T MO oW o g oa o
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TABLE [.10. WANIBIA -- PINANCING GRoSS OOMBSTIC [NVESTNENTAT CURRENT PRICES, 1300-00

.....................................................................................................

_____________ LI (T} 1T
(I sillioos of MSA tand) T

Gross dosestic fized iavestseat .... {}1.1 L1 0.8 3609 6.0 e 0.0 ).

hange 10 laveatarias oo heot vt 5 S T B 35 TS S ot N S WL
Gross Dosestic lavestseat .......... CALELI L (95 B T 6 SR ) WA T3 - LU T B8 IS 1Y 1634
Pecsonal saving .................... 1.4 6.9 5.9 64.7 6.5 16.2 6.4 e g
Cotpocate saviag ...........c....on. 0.6 18y 1 1.4 M1 1.1 100.2 e
Geaeral qovernesat saviag .......... 138.9 1.9 1.9 6. 2015 L2 Sus A6y m.)
Provision for depreciation ....... o 350 1006 100 1603 3258 I ([ U VT IS B T3 X .}
Gross domestic saving ..... covesenes SOSL AL (0.2 499y S 196 e s 8.1
Net capital loflev fron r.0.v
Change in foreign reserves  |het .9 6.0 -0 1663 -150.6 RN S 1115 B | K BT
(lactease -; Decrease +)
"".c‘.’ .l ‘.l '...l..i......'.... sl... ‘,‘., ‘lsol ,],.‘ l‘].’ ,1’.‘ ‘.]O, szll‘ ",.‘

{1n petcest of financiag of 60I)
Gross donestic fized lavestaeat .... #4.4 8.1 L4 100.2 1.1 1.6 1.l 1.6 u.4
Change o iaveatories ........ coeene 15,6 11.9 -1. 4.2 10.3 1.4 4.1 1.4 5.2
Cross Dosestic lavestaeat .......... 100.0 1000 100.0 000 100.0 1000 1000 10000 100.0
Petsomal saving .................... 1.9 1.1 11.4 19.4 18.3 2 112 11.1 1.3
Corpotate saving ................... {0.0 3.0 .6 66.6 0.1 1.1 62.] 19.2 5.4
Geaeral governeant saviog .......... 5.1 15.1 1.5 26.0 51.1 0.9 1252 {16 5.1
Provision for depreciation ......... 10.4 U (N 1. 6.5 3.9 1n.4 .1 0.6
Gross doaestic saving ............. . 1.8 0.1 1000 149 14208 ML LY 1. 0.4
Net capital ioflov from t.0.v.
Chasge ia foreiqn reserves Ret L§ 119 L - 8 -9 <ML -10.0 1.6
(locrease -; Decrease +)
Pinaaciog of GOI ................... 100.0 100.0  100.0  100.0 100.0  100.0  100.0 1000  100.¢
e ———
BEST AVAILABLE cop)



TABLE .11 --“NAMIBIA. ACTUAL AND PRQUECTED GOP AND SECTORAL vaLuE ADDED

1968 1989 1980 1991 1992 1993 1994
. (m21llion Rand of 1980) -
PRIMARY SECTORS 644.0 619.4  6901.5 736.2 772.3 800.2 829.2
Agriculture and Fishing 151.0 152.¢ 184.2 212.9 235.3 262.5 290.6
Fisheries 2.9 17.5 (I %4 68.8 86.6 107.8 129.0
Rest of Agriculiure 123.1 119.9 19,5 14,7 1487 154.2 161.6
Mining and Ouarrving 493.0 462.4 307.3 $23.? 837.0 337.2 s3s.6
SECONDARY SECTORS 1277 138.4 141.7 1472 154.5 162.2 121.0
Manufscturing 60.95 8).5 6s.1 67.0 69.4 72.2 7.4
Electricity and Weter 9 6.0 3.1 8.4 9.9 41,2 ). 8
Construction ) 2.3 8.9 9.5 2.2 45,2 48.4 s1.8
TERTIARY SECTORS 888.0 703.9 720.2 738.7 759.2 781.? 806.4
General Government 258.9 261.9% 264.1 268.8 269.4 272.1 274 . 8
Rest of Services 429.1 442.0 456.0 422.0 489.8 509.5 331.98
Total GDP 1459.7  1499.3 1353.3 1822.8 1686.0 1744.} 1806.5
0.0 6.4 4.5 .9 .4 J.6
(growth rates)
Aversge 1989 1990 199} 1992 1992 1994
1985-1989
PRIMARY SECTORS 1.8 -3.8 11.6 8.3 4.9 J.6 .6
Agriculture and Fishing 1.2 4.0 17.3 15.4 10.8 11.5 10.?
Fisheries -6 2 =37.3 . 18s.2 54,0 25.9 2408 19.6
Rest of Agriculture 10.) 13.3 0.0 3.0 3.8 4.0 6.9
Mining ¢ad Quareying 0.3 6.2 9.7 3.2 2.5 0.1 0.2
SECONDARY SECTORS 1.1 6.8 2.9 4.2 4.6 3.0 3.4
Manufactur:ng 1.9 3.0 2.9 J.0 .8 4.0 [ ]
Electricity and Water 2.7 J.2 3.0 3.9 4.0 4.9 5.0
Construction : -0.9 14,2 7.0 7.0 7.0 7.0 2.0
TIRTIARY SECTORS 2.? 2.) 1.7 2.6 2.8 3.0 32
General Government 2.0 1.0 1.0 1.0 1.0 1.0 1.0
Rest of Services 3.2 J.0 J.0 3.0 J.0 J.0 J.0
Total GDP 0.0 6.4 4.5 3.0 J.a .6
GDP w/0 fisheries 4.6 J.0 2.9 2.) 2.9
PRIMARY SECTORS 42,4 4.5 45.4 5.8 43.9 5.9
Agriculture and Fishing 10.8 11.9 .1 14.0 15.0 - 16.1
Fisheries 1.2 2.9 4.2 5.1 6.2 7.1
Rest of Agriculture 9.6 9.0 8.9 8.8 8.9 8.9
Mining and OQuereying Ny 32,7 323 3.8 30.8 29.8
SICONDARY SECTORS 9.3 9.1 9.1 9.2 9.3 9.9
Msnufacturing 4.4 4.2 4.1 41 4.1 4,2
Electricity and Water 2.3 2.4 2.4 2.4 2.4 2.4
onstruction 2.9 2.3 2.6 2.7 2.8 2.9
0.0 0.0 0.0 0.0 0.0 0.0
TIRITARY SECTORS 48.2 46.4 45,8 43.0 4.8 4.8
General Goverrment 17.9 17.0 16.4 16.0 15.6 15.2
Rest of Services 30.3 29.4 29.1 29.0 29.2 29.4
0.0 0.0 0.0 0.0 0.0 0.0
Total Gop 100.0 100.0 100.0 .100.0 100.0 100.0

Ice: ission estinsates
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TABLE [.12 -~ “NAMIBIA.

Peivate Consusption
Public Consumption
fized (nvestaent
Chenge 1n [nventocies
Exports of Goods & NFS
(Goods )
INFS)
leports of Goods & NFS
(Goods )
(NFS)

TOTAL GOP mp

ACTUAL AND PROJECTED GDP AND EXPENDITURE ON GOP.
(in sillion Rand of 1989)
1991

Fector Peveents Offshore fisheries

Other Factor Payments net

GROSS NATIOMAL PRODUCT

Getowth of GNP

Peivate Consumption
Public Consumption
fixed [avestaent
Change in Inventories
tts of Goods & NFS
Goods)
(NFS)
{eports of Goods & NFS
(Goods )
(NFS)

TOTAL GOP op

Private Consumption
Public Consumption
Fized [nvestaent
Change 1n I[nventories
Cxports of Goods & NFS
(Goods)
(NFS)
{ tts of Goods & NFS
Goods)
(NFS)

TOTAL GOP ap

1989 1990
2870.7  29%6.9
117.2 13J0 )

16) 7 983 )
130 o 0.0
2770. 6 pIRT N
2701.2 33882
59 o 72 9
<2709.7 -3297 4
2211 2Ny
=906 o *939.0
S162 9 %424 0
-19.0
i P A NN -409 9
A811.3 3049 &
.9
(percentages)

3%.8 3.0

23.68 2483

14. 8 18.0

2.9 0.0

3.9 63.2

2.9 61.9

1.3 1.3

-92.7 -99.9
-4 2 “49.7
9.8 -9.8
100.0 100 0
3O

1.0

29.0

8 8

23.)

49

20.2

2.4

8.4

6.4

Soutce: HNission Ustimates

1049,
1343
1086.

[
6
.
.
.
.9
9
0
0
0
1}

1
b]
.8
.8

O O~ OwryrOovw

WV ANNSO wOo O

1989-1994

1992 199)
JIIG 9 o
12 L AN 1370 ¢
1188 3 1290
2.4 208
697 7 %0 s
6204 9391 9
s 8 81
-4480.7  -9197
~1879 6 -4%91 9
-98% 1 <609 2
99412 6148 o
-40.0 -%0 6
-978.2  -889 |
332).6  Se10.7
2.9 1.6
2.8 2.6
22.8 2.)
0.0 o
0.4 0.}
79 1 18 &
2 8 871
13 1.)
<791 -84 8
-6%.2 s 2
9.8 ‘98
100 0 100 0
Jo ) o
10 10
94 3.6
1893 15.6
182 1358
2.3 1.6
16 8 16.9
16.? 18.9
19 3.6
9 b)Y

g
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fotal ........... ceeens eeee 13060 1346.0 13 1. un.a 15100 15640 16100 1660.9
fbite ........ TTTTTN ceeee 15,3 0.4 ne n.? 1.9 1.1 ng 13.6 Ha
Joa-wbite sopported by

sodern econony ...,...... .1 Su6.6 9.4 i 9.1 610.9 1. 6454 663.2

Shate of tota) ecoaosy:

Yotal sodern ecosony ....., .1 .} 5.9 5.6 5.6 5.6 5.4 (5.} 45.1
Bite ..., 5.0 5.1 5.6 5.9 5.4 5.3 5.3 5.2 5.1
Foo-vbite sopported by

sodeto ecosony .. ....,. 0.9 0.6 w3 0.1 .2 0. 4.1 0.1 4.0
fos-wdite urpomd by
traditions ecosony ..., 1.3 §3.1 5.1 S4.4 544 5.4 $4.6 5.7 54.9

Ytal econony frrziveeeeees M0G0 1000 10000 100.0 1000 09,9 100.0 1000 1099

............................................................................................................

Soarce: Ug Statistical Oftice/oIRsa, 03 Population Dlvlston/mm, a5 teferenced in *Base Stadles oa Moeascial,
----- Scononic and Socia] dspects for the dtraagesents for ladependence ia faglbdis: Popalation and

Batiosal dcconsts of Jaaidia,* (uaoe) Pp. 26 and (9.
Movisiona] estisates.



TABLE II.2. NAMIBIA -- PRIHARY AND SECONDARY TEACHERg ACCORD [ yq

TO QUALIPICATIONS, BY EDUCATION ADH[NISTRATION,

1909
Under Un- )
Qualifiedr qualifiedrr qualifjedr=x Tota]

Whites ..., ... ‘o 852 345 15 1212
Caprivians ....... 27 21 763 811
Damaras ..,...... . 51 58 317 426
Hereros et e e e enen 21 50 542 613
Kavangos e e e eaens 32 44 1071 1147
Coloureds cecstaas 105 297 256 658
Namas B 50 109 373 532
Tsvanas e eeeean 10 14 19 43
Ovambos .....,.... 45 395 4480 4920
DNE ....... s e eeeea 299 321 1078 1698
Rehoboth teceocnane 51 217 197 465
Total:

1988 ........ coe 1543 1871 9111 12525

1987 ........ oo 1418 1734 8793 11945

1986 ........... 1268 1663 8190 11121
Source: Statistics Office, DEA, as referenced ip "Base Studies on
------ Financial, Economic and Social Aspects for the Arrangements

for Independence in Namibia: Education in Namibja, " (UNDP)



TABLE 11,3, NAHIBLA -~ EDUCATION EXPENDI TURE IN RANDS

PER PUPIL/STUDENT, 1986/87

Education
Pupils/ éxpend.s ip
Students thous. of Rands Rands/

1986 1986/87 Pupil
Whites ettt neaa.., 16773.0 53891.0 3213
Caprivians I 17622.0 9836.2 558
Damaras e ettt eeea 9144.90 95030.3 988
Hezezos l.l..‘.... 1‘657.0 1570‘.7 1071
Kavangos e et aea, 31837.0 16973.5 533
Coloureds teesean. 15773.0 18768.4 1190
Namas ........ v e 14667.0 11885.2 810
Tswvanas e et ea. 850. 1400.5 1648
Ovambos Tt et ennaa. 180812.0 59555.7 329
Rehoboth et e e 10388.0 10228.0 985
Subtotal ..., oo 312523.0 207273.5 663
DNE* ., ... ... e 41557.0 74839.8 1801
Total ..,.... e e 354080.0 282113.3 797
Source: UNESCO mission, as referenced in "Bage Studies on

Fin., Econ. and Soc. Aspects for the Azzangements

for Independence in Namibia: Education in Nanibla,"

(UNDP) Annex Xx.s.

*DNE (Department of Natfional Educatjon) figures include

£ and Subsidy to The Academy.
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rot‘l $00000000000
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15545.5 8184.0 BULE 9)6)
US89 25048.2 159003 943803
WWSL.Y31638.8 S 1510407
T ITITI (639.4 169735
3 N T HI26.S 18760,
USILE 26208.6 3831 11465.2
G610 82504 1930.7  1480.5

120641, 1 142984.2 HE119.0 59558 )

WNEL 3.9 0101 1428y

Bcosoaic aad Soclal is

A L DT T SRS

ot e Pt i A e e Gt s Pt
..-_..\v\°-~a.~a
® o o o o =

Iscal Year 1986/4) 4 re{:rclced Is
¢

Al



Distriet:

Betbagjen .......... teesene
Besheanland ..., ceteteneae
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e 1.6, mme -- !WdﬂOl PROPILE: Summiny, 1948

..........................................................................................
........
.

Teaching Rooggqt POpil/bere, pegiriel””

total Other classeoeq :Iz;’l{;"

eacolaeat Pernasent Prefad, tesporacy Total tatio ran."

Olstelet:

aet."‘.. ®90000000000s00 [ X] "‘ ]s ,s l’.’ l’ ’
Susheanlaed ......... seeens 896 Y 12 l 3 0.4 01
C‘P"" oooooooo ®0000000000 z““ ]s‘ 2, ’ ,o' "l s’.s ’..,
Dlllﬂlll‘ €000s00000000000 l.“l J,‘ ," 2,,‘ z,.‘
GONNI ooooo sessee ss0sse0e "‘, l., n s 2“ 2‘,, z"l
Geootfoatedn ....... seeenee 4261 139 1 146 N M)
Bererolaad-Bast ...... 0" (311 n 1 6 148 5.8 K
Jereroland-fest ... ... ceree 6187 148 ' 176 36.6 5.0
Kaokoland ........ eeecesess I 1 " ' (3] i1 %
atasbary ........ T | | |1 12§ | 1 134 N K]
l“‘blb LX) e000 0 l...l....l "s‘ 101 . lls z'.s 2‘.‘
Lavaeqo teesttniiieicnnnnes 39938 I3} 46 3] ] 1 4.} TR
Keetaanshoop ......... """ 6267 N §1 1 ] N4 1.4
uderits .............0" oo AN 1 19 ] 1 1.6 15.4
¥altabode cetertretenennnnes m n n .4 U0
Natieatal Y PPTPP {111 3} 15 )} mn 25.) U.4
a02land R T PPN (11 n " 1 18 6.4 n.2
Otadaadfa ....... ceesecrese N2 110 11 1 N9 5.4
0.‘!.!' .........0......... ls,z s‘ ‘ s. 2’.5 2,.‘
otZIvarolqo ceresees eeeeses {818 14 b1 ) 194 1.9 .4
0' ’o '0.0.‘00.!00...000.0. l’ ’ .’ ' 210’ 21.,
Ovagbo .......... secsseeess 19386 41 158 125 149 1.4 .4
'e.obot. 'l......l...l..ll. loo‘. ‘], ‘ ‘ ‘sl 22.' 22'2
SVIIOzllld TP TRP PO (1] m b} 204 (N} 1.9
rs..e ...00..........'.0.. ].‘s l‘s 2‘ l" 2‘05 22.'
Tiodboet ......,.... 000" 11969 140 12§ ] 1378 5.4 0.1
Total tesesssiecinncecsaie.  JT4269 (33} ] 1308 195§ 1mn i1 n.s

Sosrce: STA/Manidia De‘attlent of Bcononic ittalrs, Statistics, 1949, *Operational
------ Iaforsation.* Viadhoet.

t{acludes class roens, labotatories, typing rooss, basdicratt rosas, cootery rooes Reedlevork roons, art
tooss dad vorkshops,

D



Total oo, 1186 1 1y 11%9
Pre-prinaey ...,....... v )1 1 I
Ocdivary schools. . 00" 1050 1 109) un
Tecdaical schools . . """ l | 1 l
Igticalteral schoojs coee 1 1 ? 2
Yechaical jostitetes ‘e 1 1 1 ]
Special schools T TTYVON 1 1 2 2
Speclalized edacatios .. ] J ) ]
Iodustrial schools connee (] 1 1 1
Teacher ttalnluf colleges § $ $ $
lgticeltetal ¢ leges ... 1 ? 2 ?

Source: Sti/nanibia Ditectorate Developaeat Co-erdlaatjeg

------ *Statistics of Schools,* varjops Issees. Tladhoe .

Bote: Pee-peinary - schools with oaly pee- tinaty classes.
tdisary schools - all schools ot o hetvlise defiaed, locledes

jealor prisar seaior pr Jusior secondar a4 sesfor
seconda?y or !'colblaatfol of’fbc afore leatlolzk.

Techeica) schools - preseat techoicy) Coazses as part of thejs
esad! corricalu,,

lgticaltora] schools - preseat d5ticeltura Coutses as part of
thelr gsua) carricalon,

techalcal fastitotey - techalca) certificates are varded ot
these fastitates.

Special schools - 5 scbool la whjch vocatlonal of appropeiate
tealolag |s givea to paplls for yhog Progress Is aot possidle
it 2 otdinary schoo),

Specialized edacation - poplls with the folloviag disadi1ties
are acconodated: beatiag, siqdt, seatal {ot tetardatios),
aeoral, eatly childhood detise aed edocaliop deptivation,

ladestria) schools - childeen are dccosodated vho yere teferced
thete ia teras of the Chlldten's bet, 1960,



TABLE 1I1.8. NAMIBIA -- EXPENDITURES ON HEALTH ADH!NISTRATXONS .
[ )

Total government allocation ....... 18.5 35.8
Central government R R 5.6 21.2
Second tier authorities ..,.... oo 12.9 14.¢

(In RSA Rand)

Per capita contributions to health . 236 91
Central government R R T, 72 34
Second tier authorities D 164 S7

(In percent of total)

Contributions to health: ‘
Central government R R R 31 59
Second tier authorities I 69 41

------ Expenditure and Revenue, Administration for Ovambos (1988/89),
as referenced in “"Base Studies on Flnanclal, Economic and
Soclal Aspects for the Arrangements for Independence ln Namip:,
Health Sector Reviev: Namibia," (UNDP) Table 4.3.5, p.21.



Tke 119, g -- DiSTRIIUfIOI'O! UBALTE maciLipres AS OF nancy 1949

fBospitals Clinies fotal bedss
Popelation  mogbe; Beds  Boader ‘Beds  thoes. pop.

Disteict:

Qpivi ..., 16640 1 0 3] ! {1
Damatalad ... veernns oo 15210 1 10 1l 1l 1
Gobabis NI LTI . 3515 2 1 | 1S K]
Grootfoateis .. . ' " conne 1153 2 181 { U 5.1
Rorasbarg ,,,.. " teessnanee 11680 S 1] { ¢ 6.0
“".qo ouuonnonoooonulult' . l”," l‘ 7‘3 ,‘ : l s.’
laetlalsloop *etetreannnans LT} & 1% 1 ¢ §.4
L.d'ltt .!llllll..lll.'..l. l’z‘l z V ’z ‘ , 102
n‘rl‘nt‘l ll....l...t.!..' Js“‘ ‘ l,l 7 zl ‘l.
o.‘.‘r‘r‘ 0.0..'l..l!..'... 2‘1’) l " ‘ ,‘ ’l,
Onarats .., . " YT 151 2 1 "2 ] 1.4
“ol‘l"d .'010!.....00.0.' z"s. l l’z ‘ ‘ "7
or‘.,‘.nﬂd 00.000000..0.... sz.’ ] ]ls ° . zz.l
ot’l"roﬂqo 0.000.0..000'.0 zs.’. z 20. z . 107
't’ l..l..‘."....b..l..! ].’"J 2 .' J ’ ’ .0°
l‘.oboth 000010000.00...... ,“‘z z Ill ‘ l ‘ll
o"'b“‘nd l.l.....‘..l.b.l sss"“ lz zz" " . ‘.l
’h‘lo ."d 0."00...00.0.0. zz‘z’ ‘ ls‘ ‘ s 701
r’..‘ .l..l.‘..l....‘.'l.. z"’l z 221 ’ . ,Ol
Usatos .., 0000w ‘e 1341 1 $) { 0 6.2
'l.‘.oet .0.0.C'.lt.‘.'..ll lsz"’ ‘ lz’s 7 l’ .Cz
Total oo « L6017 1] ($3}] 111 1% 5.6

Source: tfldelloloqy Section of the Departueat of Bationa] meaity and Teltare,

------ Viaddeel, a5 refereaced g *Rase Stadies o8 Pisancia] Rcoscsic g5d Soclal
Ispects for the lrxanienelts for Iodepeadence i3 faatbia; Health Sector
Reviey: Tasidla,* (¢ 0P) table (1.1, 9.6,



TABLE I1.10. NAMIBIA -- INPATIENT CAPACITY IN THE ADMINISTRATIQy .
WHITES HEALTH FACILITLES ] APRIL 1988-3) MARCH 1989. )
Whites Non-vhites Tt
Beds ..... R I . 603 105
Patients ,.......... cevee 3841 3743
Patients per bed ceteen e 6.4 35.6
patient days ......l....‘.. 14277 lssos
Patient days per bed ..,.,... 23.7 157.2

endence in Namibia:
Table 4.1.5, p.10.

Health Sector R

Epidemiology Section Of the Department of National Health apg
Welfare, Windhoek, as referenced in "Bage Studies on Flnancux,

Arrangements
eview:

for Indep-
Namibia," (UNDP)
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PIBLE DIL.1. munietd -- manpougy SURREY, 144

Professional, sesi-prof, qad techoical... 1510 9509 171119
Nasagetlal, execotive, and aduielistrative 105¢ 151 un

Cletleal ..o 093 SIS paoes
Sales and related vork ... 0000 unoml s
Kialag aad ?dlttllﬂ? activities .......... {}}] g 2888
Traasportation, del very, aud coasms. .... (974 5] uUn
04880 In aetal plastics, soter lodostey, 1400 1 uy
045SH 18 baildfog and coustraction vort'. 11908 § 1588
Pracessieq of vood and fannitare . ...... . 67 15 mn
Nanefactoring of clothes and textiles .... 184 I1 ] b
Tood aad beverages PN processes ........ . 139 ] ) T} }]
Leatder and shoe processieg ............. . ¢) l 1!
PEN of fider qlass, ?lass, cesest, etc, .. N ] m
SUSSE 1o PEN of chesirai 204 rebdet prod.s 212 {1 N
Priatiag and paper nsatactorlag ..., ooe " 54 136
Supervisors a0d 0Sist, a.e.c, ... 000 3] ) 82 96
Setvices: pablic, personal, iod dosestic . 4978 5606 14584
Laboarers .........ciiiiitiiiiinrennnn 19955 2586 sa5q1
total sectlaad ................. veraes oo TIINIT 20529 144206
lttisans

..................................................................................

Section B: Artisaas and dppreatices

Netal and eaglacering trades T 1 (1] I 168 13 | B[}
!lecttlc‘l tr‘de’ .0...'....0.'.....'.00.0 ‘s‘ l ‘ss l‘. .ol
loto‘ tl‘de, O'..l....l..l...tl.....'l'... llo‘ ‘ ll“ l‘. 1212
Baildlag teades ..... “teetticiennaccneenss 1642 ¢ 1606 B 1%0)
Pristiag trades ...... ceesennas ceerrnceaee n 4 1S ] 11§
Poroitere trades ............. Ceteeriiaas 1 ) n 1] 133
Tood trades ............ torerens veeetieses §3 s. 61 ¢ 67
Olanoad cattiog, jevellpr's trades ....... 18 ! {1 1 n
faitdressiag ad tiscellaneoss trades. ... . 1) ] 191 ] N
Total section 8 ................ Crereeeees (1] 139 sen 1 s
Somnary:

Total esploynent ................. seeveens 1802

fotal sdortage ............. veereeseniiees  §159

Bxpected change over | e .......... NP § 11

Soarce: langolet Serve{: 1984, Directorate: Developaent Co-ordination, Depactaent
------ of Coveraseat {ffyirs.

0S¢S¥ = Operators aad seaistiiled vorkers
PiN  Processiag aad sdacfactariag
8.6.C. = got elsevhere classitied



Professional, tecdaical qnd telated votters ....... . WY 1% 22955
Usisistrative ang feagedial L 1826 182
Wainisteative, cletical aad telated vorkers . ) " 644 10289 1662)
Tt SMY 30k 10049
iy g peR el i o 0 3N
fare aad ot vorkers, fisberaen, booters ..., 00 JES0) 1848 nn
Prodaction o4 Constractiog Yorters .........0000e eeee JT064 0O 18604
bigines qod raprest opecatas .., 111 e 119} 31 BN 137
Al lboters e o MM NBY 30155
fotal section st ..., . e I LT T T TRR (3] ) I TTTTS 18419}
PO by ¢ SBct o Pedlic Private Private
Total Ceatra] lerm. Local padlie fotal  sector sector  sector
fotal (4 total) govt. aather, awtdor. corp, Other  padlic (4 pedllc) (total) (s peiv.)

Section 8: 8y fadastriq) qtoop

404 coatrol
lticaltare, 8ot lag, Porestry
A Pishigg ., 07 " J01] 19.5 0 0 0 0 0 0 LE e .9
Yisiag and Quarying ..., 000" 10062 5.4 0 [} ¢ [} 0 ] 0.0 10062 1.3
tebictoring ., [ 1T uaQ 3.1 0 0 0 667 ) 1)) 1.2 15§ 6.4
Hectrieity aog Pater Sapply ... 121) 0.1 0 | ¢ 1mn ¢ un ) | 0.0
wanetion ., T e 12657 6.4 10u 0 0 0 0 104 .0 1sn 8.9
o e, T )y 15.9 28 ) 10 148 0 106 31 men A
1a8sport qpd Consunications ... 1180 3 60 0 0 (3] 0 an 11.§ N 1.2
icial a0 Bosjgegs Services 4307 2.} 0 ' " us LI 1} LR B[ 31] 11
ity, Social gnd Persona]
..................... nin 1.9 1 W uy 1219 100 o L I TTTT) .0
ul ectoo s ... 14193 1.0 2126 489 M 9 1 ssm 1000 12948 100.0
}.ff.foul esployaent) 1084 1.6 1.3 .8 .1 0.1 2.9 10.1



e (v, lllllll'-- CNPLOTERS 480 SALARIES (¥ e
NIUIOG LaousTRYS, 1980-09

Total Total - Lvetage
Teat ‘eoployees salary 0.4.0. salacy-p.0.0,
(la thousaeds) ,
1980 19.4 100,941.4 §,509
1941 19.2 123,004.5 6,418
12 11.4 12,1919 14X
114) 16.9 141,291 (8}}]
194 15.¢ 1%, 41.0 4,928
1949 14.9 192,025.0 10,218
198¢ 15.48 165,442.0 11,806
1§13 13.4 184,009.4 13,1
1988 13.4 11,55).0 11,52
1989 1.9 64,0333 19,051

tCash oaly: friage Desefits e1cleded,



TABLE V 1 NAMIBIA -- CONSOLIDATED 1st. 2nd AND Yrd TIER GOVERNMENT EXPENDITURES. FISCAL YEARe 1980/8:-1908/8)
i?.OOIN :;901/02 3902/0.“ :5953/06 :59“/.3 :5903/06 .;"6/07
(In milltons of RSA Rend)
Curzent Expenditures ” - T
Interest | - 8.1 %06 €09 1 1202 g5,
Transfers .. . 62 ) 72.8 118.0 118.) 138.6 206.6 122.2
Other current expenditures 4323 499.0 629.0 790.? 823).9 969.4  1247.0
Sub-total cutrent expenditures «9¢ 6 387.9 79768 0722.9 1078.9 1296.2 1832 9
Capital expenditures )
;;unstor.-T ....77 ....... 3.8 24.8 6.1 9.4 38.9 2.9 69.93
Jther capitsl expenditures 188.6 207.0 161.4 1435.8 1247 170.3 122.0
Sub-total capitsl expenditures 226.4 201.8 204.5 1835.2 213.8 29).2 261,98
Total expendisures SRDMRT MRl ouse wees asee g
Ct which. Central authority .. 7442 798.) 945.9  1037.2  1241.4 1408.2
- Egu p.tc.l:lg of tugéx yeear (.21-)?) o
. Turzent Expenditures
Tansfofs | . JEE TN S & S T SR SR E BN
Other current expenditures 27.% 3.1 3.0 0.8 38.) 36,0 Jo.¢
Sub-total curnnt'ononduurn o Jl. ¢ 38.8 3.9 30.2 47,4 43,6 4.4
gepllll expenditures
Transfers . . " .................. 2.4 4.3 2.4 2.0 1.7 2.9 2.2
her cepital expenditures T i 12.0 12.3 8.9 1.5 .7 6.0 5.3
Sub-total capital expenditures 14.4 17.0 113 9.6 9.4 8.9 7.8
Totel expenditures :.3.9 gg.? _53.3 33-? gg.g 842 5.9
S which  Central suthority ses .9 4.0 8.0 48,2 4.3 4.9
Memorandum stems:
f!" -uu«_u.u of RSQ-I.!:QQ
Fiscal year gross domestic product ... . 1373.3  1635.8 1815.4 1937.4  2209.8 20s2.4 32319
Qn porcot.ts of wug sovermment expenditures)
senteal authority expenditure .. I 85.6 - 9.7 .. o i 80.4 :: 80.1 :: 19.2

. Nurce

------

*Niscal Y84z suns April through March

Auditor General's Reports and Unpublished Material for Master's Thesis of R.Ritter.



TABLE V.2. NAMIBIA

Total revenue
(excluding loans and transCers)

Taxes on income
Property taxes.. .
Taxes on domestic transactions .
Taxes on intecnstional trade .
Less: payments to SWFC

Sub-total tax revenue

and profits

Non-tax cevenue

Total expenditures

Cucrent expsnditucres® .. . ...
Wages®* .. . . .
Goods and Services
[nterest

Other dorrowing casts
Subsidies

Cursent :ranslers

Capital Expendituce

Acquisiticn of fixed capital assets
Purchases >f land etc . ..
Capital transfers ...

Net lending .

Jsflicit before RSA transfers(-)
RSA transfers (budget suppore)

Oeficit after RSA tranafers (-)
Financing .

Net borrowing . .. ..
Loan disbucsements ... ..
‘Losn gedemptions

Chenge 1n cssh balance (decline =)
Memorandum 1tems:

-

Revenue/GOP .. ... oo, ~ .
Expendituce/GOP ... . .. . . ..
ceficit before RSA transfer/GOP .. ..
Daficit after RSA transfec/GDP ..

Fiscal vear gross domestic product

Qurce

......

*The wage bill and other curcent

1981/92

.....

lal.

1635.8

** CENTRAL AUTHORITY FINANCIAL

SPERATIONS, FISCAL YEAR 1981/82-1989/90

1982/8)

ERLY)
213
-130

130.

208.
207.

76

1813

Auditor Uenecral and Ministcy of Finance

sacplus of these are included under nontax tevenue

the medical aid scheme.

~NOoO OO

L)

1983/8¢ 198483 1983/88 1986787 1987,44 1908/8

'In millions of RSA Pe-4y

$13.4 628.0 9:8.6 11338
102.3 165.9 29).9 3935.1
2.7 2.4 3. §.2
85.3 121.? 162.2 204,
2731 2711 3)8.8 400.2
8.) 6 15.6 20.7
«60.1 $5¢.6 782.) 98¢4.9
$3.3 *l.s 168.) 149.1
943.9 1037 2 12414 1008.2
788.8 847.0 994.8 11937
179.93 224.9 238.] hh T
196.) 160.9 233.9 321.6
62.8 112.9 118.9 113.]
1.1 1.4 1.3 48
0.4 bR | 72.8 77)
W2 313.68 3110 34629
199.1 190.2 246.8 211.9
87 116.4 113.) 117.)
0.0 0.2 3 €2
67 > 61.1 112.1 9s.”
17 12.% “18.1- -1.?
c432.9  -el1.2 -202.8 -271.8
283.0 172.0 318.7 469.2
-142.9 -39.2 25.9 197.8
1478 39.2 -25.9 -197.8
162.3 113.9 8.6 -48.9
199.7 162.8 97.2 0.1
17.4 8.9 88.8 47.0
3.8 6.7 349 150.7
(In percent)
6.3 27.6 3. 35.1
.8 8 5.7 4).8 ).
~22.) -18.1 -10.) -8.4
*7.6 1.7 0.9 6.1
(In millions of RSA Rand)

1937 ¢«  2269.8 28%2.4 3231.9

expenditure excludes those (or depacrtmental ente
The wage bill
and 1mprovements in condit:ons
**Includes R78.2 for expenditure in connection with implementation of U.N. Resolution 439,

of servize.

also 1ncludes contributions

~634,
3%8.
<146,
1486,

61.
=140,

.

46.
-12.

-4

3600.
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TABLE V ). NAMIBIA -- CENTRAL AUTHORITY REVENUE RECEIPTS, FISCAL YEAR® 1981/82-1989/90

1981782 1982/8) 1983/84 1906/05 1983/66 1986/87 1087/88 1988/89

(In millions of RSA Rand)

Total Revenue . . . . . 631.2 453.3 31d.¢ 626.0 948.6 1133.6 1215.0 1484 .1
Income and profit taxes 78.8 35.6 102.) 165.9 22v.9 3951 415.3 451.8
Individual income tax . 0.0 0.0 3. 1.) 6.9 19.4 21.2 20.5
Co. tax on diamond mines 25.% 17.6 16 2383 19.9 81.8 99.0 46.8
Diamond profit tax on co 3 9.6 6.? 12.9 8.7 0.4 39.) 15.1 ‘2.9
Co. tax on other mines .. . 2.0 2.) 7.0 ' 65,4 13).2 146.0 158.9 180:1
Tax on non-mining co.s ... . 24.) 21.9 28.7 38.? 7.3 60.? 91.2 129.3
Non-resid. shareholder's tax 17,4 6.9 11.8 13.? 29.0 48.2 30.1 4 2
Other ....... . . . - 0.0 0.2 0.0 0.0 0.0 0.0 0.0 0.0
Property tax J.2 2.0 2.7 2.4 J.0 3.2 9.0 8.8
Transfer tex .. . 3.2 2.0 2.7 2.4 J.0 5.2 9.0 8.8
Tax on dom. goods and serv.s 5.4 76.0 8s.] 121.7 182.2 204.7 261.7? 8.5
General sales tax . . $0.9 70.6. 8 112.0 139.? 173.9 205.9 2368.5
Fuel levies .. . R 0.0 0.0 0.0 3.0 12.9 18.6 41.3 62.2
Licenses .. . .~~~ = 2.9 .6 [ | [ Y 7.3 8.9 10,? 14.9
Stamp duties and fees 1.6 2.0 2.2 2.3 2.3 3. J.8 4.9
Tax on international trade 275.3 271.? 273.1 271.1 )8 400.2 381.3 438.9
Diamond export juty .. .. 17.7 21.7 23.1 21.1 Js.s 50.2 413 64.)
Customs and excise taxes
(customs union Teceipts) . . 257.8 230.0 250.0 230.0 300.0 350.0 350.0 394.2
Less:transfer of tax to SWIC 6.9 5.8 8.) 6.5 15.6 20.7 12.1 20.9

Total tax revenue .. e 406.0 390.3 460.1 354.8 782.3 984.5  1085.4 1238.?
¥on-tax revenue ...... .. . 25.2 3.8 3.3 71.4 188.3 148.1 149.8 2474
Intrepren. and roperty income
Operating susrplus of
dognrtﬂont.l enterprises . [ %] 1.4 6.2 (N ] 8.3 14.9 22.0 41,2
Other property incoae 1.1 7.3 12.2 27.8 5.6 46.3 43,3 350.9
Admin. fees and charges 17.1 2).2 33.8 35.1 41.9 S1.4 72.8 88.3
Fines and forfeitures AU 1.4 2.0 2.2 2.2 2.2 2.7 3.2 3.2
Seles of stocks & fxd assets 0.} 0.2 0.5 0.8 0.8 2.9 2.7 2.9
Other non-tax revenue . . 0.8 5.0 0.4 1.1 . 0.8 0.5 0.4 0.?
Grant from rep. author.s 0.0 14.7 0.0 0.0 66.0 30.4 0.0 J.8
Receipts froa exchange cover 0.0 0.0 00 0.0 0.0 0.0 0.0 36.2
Fiscol YearGopP ... .. . 1655.8  1815.¢ 1937.¢ 2269.8  28%2.¢ 3231.9 3800.) a498.0

Source: Auditor General's Reports on the Accounts of the Cantral Authority, 4981-2 - 1988-90,

------

*fi3cal year runs April through March.

Prel
1989/90
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TABLE V... NAMIBIA -- CINTRAL AUTHORITY REVENUE RECEIPTS, FISCAL YIARe 1981/02-1989/90

1981/82 1962/63 1903/8¢ 1984/85 1903/88 1908/87 1947/08 1eug,g o1 taceq
X 1] P

i!n percent of fiscal year GOP)

Total Revenue .. ... .. .. 260 25.0 26.3 27 6 na 5.1 A IR

[
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(¥

[ncome ard profit taxes .
Individual 1ncome tax

Co. tax on diamond oines
Oiamond profit tax on co.s,
Co. tax on other mines

Tax on non°mining co.s
Non-resid. shareholder's tax
Other .. . e

10.3 12.2 1.3
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Non-tax revenue .. . . . . 1.9 3.0 .8 .8 62 3.9 1)
Entrepren. and property inco
Operating surplus of
departmental enterprises .
Sther property income .
Admin. fees end charges
Fines and forfeitures .. . .
Sales of stocks & {xd assets
Jther non-zax crevenue ... ..
Grant f{rom cep. author.s
Receipts f{rom exchange cover
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ARgregate mining sector tax . [ ] 5.9 8.5 9.8 8.

Source: Auditor General's Reports on the Accounts of the Centrsl Authority, 19681-2 - 19688-90.

*Flscal year runs April through March.
**Less than 0.13%.
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TABLE V 5 NAMIBIA --. CENImAL AUTHORITY REVENUE RECEIPTS. FISCAL YEAR® 1981/82-1909/90

Cstimated
1901/82 1902/83 1983/8¢ 1984/8% 1983/86 19688/787 1987/88 1988/89 1969/90

(In percent of total zovenue)

Total Revenue 100 0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100 0
income and prafit taxes 18.) 1213 209 26 § no 3.9 3.2 30.4 2.3
Individual incoms tax . 0.0 00 0¢ 0.2 0.9 1.7 1.7 1.4 15.9
Co. tax on diamond ounes 3.9 J 9 2.6 8.1 2.1 7.2 8.1 3.0 4.9
Diamond profit tax on co.s 2.2 19 2.3 1.4 3.2 3.8 1.2 2.2 18
Co. tex on other mines . 03 0 1.2 10.4 16.2 12.9 1301 12:1 8.0
Tax on non-mining co.s ... 3.6 “ 8 3.6 6.2 6.0 3.6 7.9 8.7 8.8
Non-cresid. shareholder's tax 6.0 193 2.3 2.2 31 () 2.9 J.0 3.3
Other S o 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Property tax 0.7 0 0.5 0.4 0.3 0.9 0.7 0.8 0.7
Transfer tax 07 0 0.9 0.4 0.3 0.3 0.7 0.6 0.7
Tax on dom ygoods and secrv.s 12.8 16 .8 16 6 19 & 17.1 18.1 21.8 22.8 22.9%
General sales tax 11 8 15.6 15.3 17.9 14,7 15.) 16.9 17.3 15.9
Fuel levies ... . co 0.0 0.0 0.5 1.4 1.6 h Y 6.2 [
Licenses . 0 0.8 0.8 07 0.6 0.8 0.9 1.0 0.8
Stamp duties and fees 0 ¢ 0.4 0.6 0« 0.2 0.3 0.3 0.3 0.2
Tax on irternational trade 83 3 99 $3.2 &) ) 31%.7 35.) 32.2 30.9 26.8
Diamond export duty . «8 69 3.4 6.1 (Y 3.6 4] 3.8
Customs and excise taxes
(customs union receipts) . %9 8 58.2 8.7 9.9 31.6 30.9 20.8 26.6 22.8
Less:transfer of tax to SWFC 1.6 3 o 6 1.0 16 1.8 1.0 1.4 1.1

Total tax revenue . . . 94.2 88.1 89.6 80.8 82.9 86.8 87,y 63.) 91.0

Non-tax revenue 58 119 10 & 11.¢4 17.3 13.2 12 16.7 9.0
Entrepren and property income

Operating surplus of
dogcrnnontnl enterprises 19 3) 08 0.7 1.0 1.3 1.6 2.8 1.9
Cther property i1ncome 0 16 2 & [N ‘.8 6] 3.8 3.4 2.6
Aun  fees and charges 6 0 51 66 5.6 (3] 6.9 6.4 5.9 3.6
Fines and forfeitures 0 0« 2 0.6 0.2 0.2 0.3 0.2 0.2
Sales of stocks & fxd assets 0.1 0.0 e 0 0.1 0.1 0.3 0.2 0.2 0.1
Other non-tax revenue . 0.2 1.1 01 0.2 0.1 0.0 0.0 % 0.0 0}
Grant fro® rep. author.s . 0.0 32 00 0.0 7.0 2.7 0.0 0.2 0.0
Receipts from exchange cover 00 (] 00 0.0 0.0 0.0 0.0 3.8 1.1
Agsregate diamond company tax 12.2 101 97 10.8 9.4 15.1 12.9 9.6 10.8
Aggregate mining sector tax 127 10 7 16 9 21.) 23.9% 20.0 23.9 21.7 18.3

Source: Auditor General's Reports on the Accounts of the Centzal Authority, 1981-2 - 1909-90.
°Fiscal year tuns April through March.
**Less than 0.13%.



TABLE V.6. MNAMIBIA -- FUNCTIONAL DISTRIBUTION OF CENTRAL
EXPENOITURE®,

Total government expenditure
Economic sector services

Total carmunity services .
Education and training ..
Health and social vol,aro
Other secrvices ..

Total xn(tllttuctuto setvices
Teanspoce
Water supply . .
Cther services . e

Total protection and admin. services
Law and octder .. . . ... .. ..
Nationsl defense . e
Other sezvices

Resesrch

Share of total expenditure
Economic sectot secvices

Total community secvices
Education and tcainin .
Health and social N.l,lt.
Other secvices ..

Total ln(tnsttuctuto services
Tcanspoce .. -
Water supply . .

Other services ..

Total protection and admin segvices
Law and ocder . -
National defense Cea
Other secvices . . . . . ... .. ..

Research . . ..... . ...

Share of fiscal vear CDP
Total government oxnond&turo
Economic sector secrvices .

Total coemunity services
Education and training ... ..

Total 1n(rcnttucturo services
Teanspost ... . ....... .
Weter supply .. ... ..
Other services ..

Total protection and admin secvices
Law and ocder . . .
National defense
Other secvices ..

Reseazch ......... ......

FISCAL YEAR®* 1983/86- 198;330

1983/,88 1386/87 1987/88 1988/89 °§5l
‘In millions of RSA Rand)
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Source: Annual Budgets of the Centcral Revenue Fund.

*8udgeted amounts. and not actual expenditure.

\.e mainly Jdebt secvicing.
**Fiscal ‘onr tuns Apcil throusah Macch
***Less than one tenth of one peccent

Excludes statutory expenditure.
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TABLE V.7  NAMIBIA -- GOVERNMENT WAGE BILL®. FISCAL YEARee 1980/81-1986/87
1980/81  1901/82 1982/8) 1983/8¢  1984/8% 1985/86 1986/87

(In millions of RSA Rand)

Fiscal year GDP 1573.5  1655.8 1818.¢  1937.4 2269.8 28%2.4 32319

Total govermment wage bill 158.2 225.8 299.1 3e9.9 418.7 448,68 59¢.8

Central outhortty . 11.8 108.? 131.9 179.5 224 .9 2)8.) 3366

Representative authority 2.0 100.? 127.4 167 2 166.2 179.8 220.%

Local suthorities 14.6 16 2 . 19.8 22.? 2.6 30.% 9.9
(In percent)

Share of tatal wage bill:

Central authority 45.) 48.2 30.8 31.) 3.7 52.9 36.2

Representative authority 3.9 4.6 2.6 2.2 39.7 40.4 .1

Local suthorities 9.2 7.2 6.6 6.3 6.6 6.8 6.7

Share of fiscal year GDP:

Total government wase bill 10.1 13.¢6 16.3 18.1 18.4 15.6 18.4

Central authority 4.6 6.6 8.4 9.3 9.9 8.2 10.3

Representative suthority 4.6 6.1 7.0 7.6 7. 6. 6.8

Local authorities 0.9 1.0 1.1 1.2 1.2 1.1 1.2

Source: Unpublished msterial from incompleted thesis by R.Ritter and Annuasl

------ Report of the Government Service Coemission, 1987-19088.

°The wage bill 13 defined to include the car finsncing scheme. contributions to pension
funds. contributions to the oedical aid scheme and “improvements in conditions of service”
mainly salary inczeases.

*“Fiscal year runs April through March.



TABLE V.8. NAMIBIA -- GOVERNMENT APPROVED ESTABLISHMENTS. JUNE 30. 1983-JUNE 30. 138

At date of June )0 June 30 J
establishment 1983 t9ss ~ “1g8,° Tuae 0

[ Central Authority Depsctament

Civic affaizs and manpower 1835 e 6% b

Economic affaics 112 266 161 123 .;g
Finance 262 26) sl 370 91
Justice .9 31 334 310 (1}
Agticulture and nature conservation 2,05 2,127 2,062 2.18) 2.418
Nationai health and weifare 3 263 6,185  4.18)  «.0%9
National intelligence s s s-e 1 T
MNational education 1,078 1,229 1.668 1.891 2.1
Auditor genercal : (Y] 39 1.} 6 6
Govermnmental affaics 170 269 292 297 268
Police (civil posts) 276 288 182 18) 183
Posts and telecommunications 1,655 2,408 2,3)68 2,611 2.670
Defense (civil posts only) 1.880 1,88) 1.789 1.819 1,968
Transport 4,109 4,180 3,722 3.7 3.30)
Water affairs 1.296 19> 24 1,976 1,975 1.9
Central personnel institution 99 206 28} 244 320
Total: Central Authority 13,634 15,687 20,102 20,646 21,744
1. Representative Authorities

Whites 8,362 8,509 4,639 4,327 6,272
Capricians 1.381 1.93% 1.978 1,689 1.93s
Dazacas 1.697 1.580 1.459 1,572 1.790
fAereros 2,22} 2,469 2.3} z.on 2.17%
Kavangos 2,847 2.936 1.120 2.791 2,738
Colowids 717 816 1,194 1,248

Naczss 197 96 1.03) 1.162 1.117
Owasbas 6.159 7,610 9.40) 8.718 8.941
Tswanas 13 182 228 287 218
Tetal: Representative Authorities 24,096 26,933 235,005 24,112 23,091
Total: Goverrment Establishmants 37,790 42,260 65,107 44,758 46,838

..............................

Sougce: Unpublished material (rom incompleted thesis by R. Kitter and Annual
-=v===  Report of the Government Service Commission, 1987-1983.



TABLE VI.1. WAMIBIA -~ OUTSTANDING DERT AND DEBT INDICATORS OF THE CENTMAL GOVERNMENT. 1981/82-1988/90

End March: 1981 1982 198) 1984 088 "mb_ 1987 1988 1988 1990
(In hlllxons of Rands)
Debt outstanding: .

tocks ....... ... . . . . . 83.0 1737 3230 (sas g s 613.6  60s.5 3697 gg.g 549 s
Local loans . 0.0 0.0 0.0 0.0 0.0 28.0 22.4 16.8 1.2 56
loans ... . 0.7 0.6 0.3 0.0 0.0 0.0 0.0 s2.0 5’3 90
Term bonds .. 0.0 0.0 - 09 00 0.0 0.0 00 00 1132 19.0
Foreign loans .. .. 35 %88 1l s g8 198.7  168.0 1804 341} N0
Other loans ... .| . ' " 0.0 0.0 0.0 04 0.3 0.1 0.1 1.5 1o 00
Total debt outstending ... 914 209 277 e3.s 287 840.3  795.0 8004 g9y g Ne

Fiscel year:

- -

1981782 1%82/8) 1983784 1984/858 1985786 1988/87 19827/88

(In millions of RSA Rands)

Dedt flows- .
Intereses .. e e 20.9 37.9 62.8 112.9 118 9 113.3 109.3
Anoretigstionee e 0.1 01 $.7 8.9 88 ¢ 5.4 61.2
Discounts and Forex. losses . 1.0 12.8 1.1 1.4 1.) [N ] 3.2
Debe serviceeee 1 T oo 22.0 50.8 69.6 123.2 208 .8 16).) 123.7
New loans ... (111 i 141.0 207.0 199.? 162.8 141.8 0.1 66.6

(In percent)
Ratios to GDP, end of tiscal year:
Outstending debt ..., .. Yo% 13.9 22.9 2.7 3,7 29.5 24.6 22.2
Debt service. ncl.
costs end forex. losses ....... 1.3 2.8 3.6 3.4 7.3 S.1 ‘8
Mesorandum i1tea:
(In millions of RSA Rand)
Fiecal yoar gross domestic product 1655.8 1915.4 1937.4  2289.8 2852.4 32319 3600.)

ource: Usparwoent of tinance

Includes also interest on short term overdrat facilities during year and interest on loan levy on ¢

o Excluding redeaption of loans Suaranteed by
Government , table

1888789 19089/90

116 ) 89.8
9 8 231.)
20 8 84 9

232.9 426.0

188.9 7.8
19.8 13.2

3.2 79
4498.0  9420.2

anties.

ermment. which are included 1n &mortization p.y..nz.°:? Central

*** Iacludes discounts and foreign exchange losses.



MR TILL Amm:i_ -~ SELECTED PINANCIAL llOICITORS OF THB BANKING SECTOR,

N

Liguid 111 4 . 9.1 108 1.5 11.1
Yota] advances ...... vevese 1831 2.3 0.4 3113 4061 161
*rotal’assets .............. 136.3 - 190 650.2  855.9 the 9
fotal: liabilities to the L _
pablle ...... ceee 1SS ML S35 L6 T304 s
sho!t te!. seectsetennee . 15,03 l“b, 2“.5 3‘] 2,205 ]
Nediom ters ............. 163.7 106 196.2  J19.1  326.4 {
Loag tere ............., 8.4 8.1 1y 1T 198 B V)
lcceptances o8 behalf of :
clieats ....... cesredes 1.5 .3 5.3 1.3 1.5

total liabilities wooveveee 4363 490 6502 0559 410 92

Lignid ‘sset‘ [ AR XN NN NN NY SI‘ ‘.‘ ‘ ] s.l ‘.‘
. ra ‘l Id".ces l..ll.'.ll'l‘ lzl’ l‘l. 1101 l," 20" l‘
© Total assets .oieeeennneee. 30,2 2.5 1.1 8.1 1.1 k11

fotal liabilities to the '
public 2000000000000 00000 2", z,l] 35.5 ‘l 1 J,ls ]‘
sho!t tel. s40000000000 lll. llll 1501 11 ° l‘l, l’
Nedion teza ........o.. 1.1 123 WL 1 166 16
Long ters .ovvevnnnnnenne 5.6 5.1 1.4 6.8 6.0 5
lcceptzuces on behaif of . , ‘
c l’uts 0000000800000 0 ols“ 002 .., £ 0-1 ‘Ql o

Potal liabilities ......... 0.2 198 N .1 {11 b3

Source: Goverameat of STA/Manidia, Departacat of Pimance, Statistical Oftice.



.............................................. .......o.........O..-.......-Q.---.-....0.-....-...'.

1983 1984 1983 1986 1987 1988 1989

Agriceltural products esports ...... 7.7 95.1 1. 156.9 24,9  258.4 2937
c‘ttl. 0'0..000...!0.00..!.!.l.'l. ‘ato slls 6‘07 83!2 'Je.g l‘al9 ls‘.’
s.‘ll ‘to(k 00.0"0.0.!.!.......'. lo.’ ls-s 30'5 ‘0.7 s].o 5706 ’s.‘
[".kul p.lt‘ 0'0!..00!.'0."'.!.0 lo.z ls'z l’l’ 'al‘ 3‘06 3"6 25'0
oth.' '0...."..0.!.0.!00.00‘.“‘! a's 'l.a 12. "ls ls.‘ '703 'sl‘

Fl‘h .l’o't‘ 'l.l.l.'l'l'...l..l...l Jlls 25.' “DJ 38.7 63.' ng‘ 9]!‘
n‘n!"l .x’o't’ ..'l“......l.l..l.l 7'500 as'.' l'za‘le l's‘SI3 '30‘.’ lss‘l’ 202"8
Di‘.on“ Cll.l'lﬁlltclll'..l.l.l.. 23‘.7 23!06 ‘o’.o 6'5.5 ‘Jloz ssals sl"o :
oth.' 'l........tlc'l.'..lDIOOOOOO ‘8003 6'9! 87508 l’onle a’s.’ 90102 '2'208
Nanutactured e1ports ovuvevnnneeens, 62.6 68.3 13.6 80.2 9.6 119.7  135.6
‘ll ot..' .x’°'t‘ .ll.ll'.t...l.'.l. ‘902 6"5 ‘3.2 72" 8609 'la.’ 'sll7

!ot‘l i.p°'t‘ .l...l.l.....‘l'l.'ll. 102‘0‘ ll76.s 126702 ls‘a.‘ 1807.6 l"s.'

"‘d' "l‘“(. .....lt.l..l.........l .eJll .750‘ 327.2 ‘”.‘ 3'8 17’05

Net paysent for non-tactor services <192.8  -200.8 -261.6 -317.7 <381.1  -407.3
N.' "‘to' "y..“t‘ llI.l..O..'...‘ -’s.‘ .llzos -29606 .Jzolo .leltz .‘0305

Total paysents of tactor ang
ROA-1acROr SOTVICOS oovronrerens  <269.2 -313.¢ -360.2  -637.7 -568.3 -810.8

Balance on carrent account before
CNM'!H 8000000000000 0000000000e '35203 '3880' '233.0 "870‘ '554.5 '63‘03

Net transter receipts ...0vvvveee.  $18.6 S4l.¢  SB3.2  758.4  616.¢ $48.0

Balance on corrent account after
t"ns"'s ..l.‘..l...l..l‘..l..... 16603 lszls 350.2 5’103 5109 .eJ'J



...................................................................................

Vaits 13
Precisns Netals aod Niserals:
Gold (contained in blister) ..... . g 16
Silver (coataiged in blister) .... tonges b))
0ia000ds ...eivnriiiinnnnennnnnn. carats 949400
Seai-Precions stoses: (haad sorted)
dgate .. ..oiviiiinnnnn., toreceasns tomnes )]
doetdyst .ooiiiiiiiiiiiiiinaenn, toaaes 162
Chrysocolla ............ P T 1]
Dioptase ..... tteettieanctnncanse N (] []]
Rose qoartz ............... eevesss tODRES 1] )
Tosraalise ........... cereeriaonan {] ]
Netal acd siseral coacentrates:
Arsealc triozide (158 As) ........ todaes H¥
Cadaion (refined aetal) ....... veo tOnRES 1
Copper cosc. (308 Co) ............ tosses 146153
Copsex blister (998 Calt ......... tosses 1181
Lead cons, (J0% 24} ......... eoses toBRES 16999
Lead retiaed aetalt ........ N { 1T 1T 35416
Pytite (508 §) .......... coeeessse totnes 1128
Sodica datiwonate ..... sevescacss o LODRES see
Taatalite coac. {1\ Ta) ...... N 7 Mms
Tla coac, {61\ Sa) ............. +« tonges 1380 -
Utanion Oxide ........000nvureens. tosses  +-4000
liac conc. (SIV I8} vueerennnnnnn. toones 56300
ladostrial winerals:
labligonite (.58 Li20) .......... tonnes 4
1 £] 11 U, tonaes n
Lepidolite (4% Li20) ........... . tooses N
Lisestooe {calcite for flez) ..... tosaes 16810
Hagdle .........000neeens cecocsess toBRES 100
Petalite (48 Li28) ............... tooees 109
Salt (comeon) .......... cecrernes . tomaes 136154
Salt (tadle) ...ovvvvennnnnnnn. «oo boOBRES il
salt (rock) .............. ceseesss tonnes se-
Silica (1% Si) ooe.eenees, seses toORES 140
Silica (+968 Si for tlaz) ........ tooses i
Tollastoalte (Mand sorted) ....... toames 1160

Soarce: oegaxtlent of Bcoaonic Atfalrs,
*Products of isported coscestzate incladed.

194
¢

1
bl
349500

3

U

n
1]
I3}
L}
u1
99
143161
{1611
1

511
114363

N1 m 1]
3] {]]
1009680 1037261 97455

n 100 1}
N 149 113
1000 8§50 040
S0 “w
1n 368 225
un 1109 {1

7 1864 14

(l 51 106
151035 110000 131610
SIS NS 16)
M3 15400 44619
{001 W6
109451 120260 226602
51 156

ine 0wy 6905
113 1631 1m
+-3990  ¢4-411$ n
€510 191 11688

106 1
M e
§2 il 19
nmiu e
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1§ 149
L0208 123511 140048
110 $10

1041 2140 see



TAOLE 11.2. WANIBIR -- [NORL OF PRISICAL VOLUNE OF NIBING PRODUCTION (1900 = 1000, 1908-89

.......................................................................................................................

Teights 1900 1961 1982 1983 1984 1988 3L I S A [T TR TTT)
(ladex: 1980 = )00)

Total nmining (veiqhted) ....... 100.00 100.0 90.¢ 1.0 0Ly 1 %6 1 1 10.0 5.8
total soe-diascod aiaiog ...... 0,30 100.0 160.6 102.3 103.1 1001  %.2 1.9 ) 10 92
total otder sining ........... 109 100.0 1042 102 1218 143 U4 12,6 1002 1229 11
Jos-ferrous base metals ..... 13.46 108.0 99.¢ 2.9 1159 1041 1089 1124 990 109.) 1004
Precioes setals ........eceee 3,99 100.0 11902 1.0 1 133,66 136.8 1S.0 1324 152.5  162.0
fetroos base metals ......... 0.01 100.0 1178.9 J102.6 3566.7 S198.0 S2%9.8 STIM.Y 36117 6030.1 59294
Joz-aetalics ........... eeeee 0,30 100.0 92,8 9. 1.1 4. 1.9 651 .1 85 T 6Ls
Rock aad seai-precions stoses  0.07 1000 164.5  205.5 2094 $0.8 1304 265.5 915 q46.) 190
Sources of eoerqy .......... o J049 1000 904 036 921 9.1 s 0.0 By o %2
Precions stoaes ...... ceveceses SLET 100.0 801 65.2 2.1 9.8 S8 68 668 62,5 59.4




TASLE (2.3, WANIBIA -~ [NORT OF PHYSICIL YOLUNE OF NINING PROPUCTION (1900 : 108), aCTuaL ano enosecreo, 1984.94

......................................................................................................

(Index: 1980 = 100)

total ainiag (veighted) freseanenens 0.0 15 1.1 5. 18.0 il 1.
Total sos-disncnd siniag ........... 100.) 9.7 1046 100.0 UL 1LY QN
Total otber aiming ...vvvevvveces o 120, 1.2 M6 WL WY WY 196
Joa-fetroas base aetals ......... . 109.3  106.0  100.0  100.0  100.0 1000 100.0
Precious metals ........covveneen 152.5  162.0 2100 210.0 220.0 0.0 210.¢
Pecroas base setals ......c..0cuee G301 9929.0  5929.0  9929.0  9929.0  5929.0  §929.0
Joa-netalics coovvvvnvinnnennnes . 9.9 6.5 0.4 13.5 n.1? ina 8.1
Roct aad seai-precious stoses .... (46,7 1419.0  1600.0  1760.0 19360 U6 D6
Soarces of eaeIgy ..evvviiierannnes na 16.1 e 5.4 .0 95.0 100
Precions stomes ........ceeeuee seees 6.9 $9.4 63.0 65.0 6.0 6.0 1]

......


http:et.ts.se.......ple.tO

Crog rtoductlol

Taite naize ............. 000 10289 10 BT TIT
Tetlov naize ......... oo 1100 . 618 1000 1560
Theat - class @ ......... .ee 306 115§ oo
Soatlover seed sesveocens 1{]] 1162 1) (}}]
cot“l S00cesssssssrrnnee bk oo l‘l l‘z
SUlta00S o.ivvennnnnacens .ee .o (1] .o
leqetablcs' veee cees oo .- 150 oee
'“lﬂtl se0000s0000s0e b Einddd kg l” .

195 1956 10 1M
(Is anaber of head)

Livestock productioo:
Beef and veal ........... JOIM46  J04OM e nun
Netton aad goat ......... T42466 €OS24T 786611 T
' 00000000000 PPOIOS (XX N] 1122‘ ‘lsll ‘sss, sl.‘l

Other prodectios:
Mtalfa (tons) ......... .o -ee 1] 1361
Nobalr (toss) .......... . .- .. 106 1
Tool - Racatel, lexlao
ete. (toos) .o.vnuenen eee oo N 1
Racatel pelt (peltsl .ee == 8321 193231
Gase (bedd) .......... vee -ee LI [T B 11311
Bqys (doxel) ......... .re il === 20137500 540500
Presh ailk? .....c0eenee -ee === 16434000 15498000
Iodesteial aille ........ .- - === 996000

nnu.nuauwuub{mlnun,uuuuuuluuuu

------ & Narketing Divisios, World mealth Orqasization (deg. 1%89).

estinated fiqare.

A\



------------------------------------------------------------------------------------------------

Indastties Eoployaeat
11 ¢ | S T 1% 1N
Food, beverages aad tobacco ............ 15 1)}
?extilc, vearing dppatel and leather ... U n
Yood, vood products aad farasitece ...... ! 1)
Paper ptodacts, priating and padblishiag 11 3
Chesical predacts ....... sevsinsesessnas 11 i
Bon-setal smiceral prodacts ...... cereees 19 1094
Betal prodacts .....cooeveviinninnnnnens 1] 18]
Otder ....ooiviienininnns teesescssasenns n 11
Repair servicest ....... vevseres ereenene 4] 11}

*Repait services incloded although aot classified as sassfactuting in otder to ptovide a
coapteheasive view of iadastries.



TABLE 1IX.6. NAMIBIA -- INDUSTRIES BY EMPLOYEE CLASS SIZE

SIZE, 1989
Total

Total ......cvvuvenn . 259
Employee class size:

1 -9 ...... ceeecscccnne 100
10 - 19 ..iiiiiiennnnns . 70
20 - ‘9 ....... L N B ] . & @ 49
50 - 99 ..... s & & o 0 0 0 o o LN 19
100 - ‘99 e 9 0 &6 0 0 0 6 0 0 0 0 0 20
More than 499 .......... 1

Source: SWA/Namibian Department of Economic Affairs, 1989
------ "Unpublished 1989 Industrial Census." Windhoek.
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1.  INTRODUCTION

In January 1930, the President-elect of Namibia requested the
Industry Council for Development (ICD) to make recommendations that

would assist the Government in laying down its policies with
respect to the private sector with a view to stimulating the flow
of private investment. (Report available as separate document)
Those policy recommendations on the involvement of the private
sector in the Namibian economy, are hereby summarised, along with
other documents, to the Donor Pledging Conference for Namibia.

In the following paper salient issues - political, social,
financial, etc. - are first highlighted. Then the principles and
priorities aimed at ensuring a positive contribution of the private
sector to the development of Namibia are laid down.

I1. SALIENT ISSUES RELATED TO THE PRIVATE SECTOR INVOLVEMENT IN
THE NAMIBIAN ECONOMY

A major area of focus in devising policies for the private
sector involvement in the Namibian economy is that of an "Enabling
Environment" for Investment and Enterprise Development. 1In this
regard, issues related to the investment Code, the Labour Code,
growth-oriented Incentives, especially for the export sector are
of particular importance. Special attention should be given to the
Einancial regime, including the establishment of a National

Development Bank and an Enterprise Development Corporatjon.

With respect to agriculture, due attention should be given to

the introduction of cash crops into communal areas, to the devising
of successful Settlement and Resettlement schemes, and to the

expansion of Commercial Farming. In respect to Mining, the
potential for incrgasing the contribution of the sector, should be

explored. Fisheries are also recognized as presenting great
potential. 1In spite of limited short-term prospects with respect
to Industrjal development in Namibia, there is much hope that
economies of scale will emerge, particularly with respect to the
SADCC Region and in respect of import substitution, as well as
export-promotion.

III. IHE PRINCIPLES AND PRIORITIES FOR A POSITIVE CONTRIBUTION OF
IHE PRIVATE SECTOR TO THE DEVELOPMENT OF NAMIBIA

A. Principles

The underlying principles of the private sector policy
of the Namibian Government are derive from Articles 16, 23, 95, 98
and 99 of the Constitution which provide for, respectively:
property rights; affirmative action; promotion of the welfare of
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the people: multiple forms of ownership; and the encouragement of
foreign investment.

The Government should view the pPublic and private sectors
as existing in an co-oparative relationship. The vast majority of
Namibians - even the most economically marginal -- engage in some
form of private sector activity to sustain themselvesg and their
families.

The social needs of the people cannot be met in the
absence of a dynamic and growing private sector; but it must also
be realized that the conditions necessary for private sector
prosperity cannot be maintained without addressing the imbaiances
that currently characterize the Namibian economy. In his
Independence Day speech, the President of the Republic of Namibia
said, "the private sector should be an engine for growth and
prosperity. We look forward to a good partnership between the
state and private sectors, because only through working together
will our economy prosper."

B. Priorities
1. Legislatjion and Requlation

A dynamic private sector being one of the key
objectives of the Namibian Government, priority should be given to
identifying and rectifying inherited legislation and regulation
that have impeded or distorted private sector growth, or impaired
its efficient functioning. All direct and indirect governmental
subsidization of the private sector should be reviewed to ensure
that all Namibians benefit from a clear consistent and fair
regulatory environment. -

2. Affirmative Action

A programme of affirmative action should be
developed to assist those who have been historically deterred from
entering or progressing in Private sector activities. Elements of
this programme may include: tax incentives; subsidized loans;
Preferential treatment in the award of government contracts; and
the restriction of certaip economic activities to persons or

adopt policies and pPractices which assist the attainment of the
objectives of the affirmative action pProgramme. In all cases where
affirmative action policies are applied, it should be with the
objective of creating a "level playing field" for persons or groups
who, without such benefits, would remain competitively
disadvantaged as a result of previous laws and practices. However
Namibian Government should not provide affirmative action
assistance to any private sector activity that fails to meet the
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normal tests fo- long-ternm commercial economic viability,

3. Investment code

It should be, therefore, a major policy priority of
the Namibjan Government to harness and utilize to their maximupm
efficiency those resources that are currently available from: the
public (governmental) sector; the international community (bilater-
al donor angd international development agencies); and the

hewly independent countries, these three development resources
should form a true pPartnership ang seek to coordinate the Planning
and implementation of their respective agendas to an extent that
may be unprecedented ir the developing world,

of harmonjoug relationships between the public ang
Private sectors,



6. Advisory Body

To further strengthen the partnership between the
public and private sectors, the Namibian Government should
establish an advisory body composed of members from both sectors
as well as the international donor community. Such a structure
should be expected to have a broad perspective on both sectoral and
national priorities. Although they should participate in the
deliberations of the body as individuals - not as ex-officio
representatives of their sector - members should be persons who
enjoy community-wide respect.

The advisory body should consider, on a timely
basis, all matters which may affect the functioning and confidence
of the three sectors and it will itself determine when, how, and
to whom to communicate its suggestions and concerns.

7. Popular Partjcipation

The Government has made a commitment to ensure the
full participation of all Namibians in each stage of the develop-
ment of the nation. This commitment reflects not only the
political convictions of the Government, but also the certainty
that no development policy, however well conceived, financed and
executed, can produce enduring benefits without such popular
participation by all sections of the national community.

* * *



