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Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, inithg women and young people, a goal
embedded in the ILO Declaration 2008 $acial Justice for a Fair Globalization, ahd
which has now been widely adopted by the intermaticommunity.

In order to support member States and the socréhgra to reach the goal, the ILO
pursues a Decent Work Agenda which comprises faterrelated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiohthis integrated approach and related
challenges are contained in a number of key doctsnanthose explaining and elaborating
the concept of decent wdrkn the Employment Policy Convention, 1964 (No2)l2nd in
the Global Employment Agenda.

The Global Employment Agenda was developed by th® through tripartite
consensus of its Governing Body's Employment andigbd?olicy Committee. Since its
adoption in 2003 it has been further articulated emade more operational and today it
constitutes the basic framework through which th@ pursues the objective of placing
employment at the centre of economic and sociatipst

The Employment Sector is fully engaged in the impatation of the Global
Employment Agenda, and is doing so through a lasg@e of technical support and
capacity building activities, advisory services gulicy research. As part of its research
and publications programme, the Employment Sectomptes knowledge-generation
around key policy issues and topics conforming e tore elements of the Global
Employment Agenda and the Decent Work Agenda. Téwtad8s publications consist of
books, monographs, working papers, employment tepmd policy briefé.

The Employment Working Papeseries is designed to disseminate the main firsding
of research initiatives undertaken by the varioepadtments and programmes of the
Sector. The working papers are intended to enceueaxghange of ideas and to stimulate
debate. The views expressed are the responsibflitie author(s) and do not necessarily
represent those of the ILO.

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgmithload/dg_announce_en.pdf

2 See the successive Reports of the Director-Gemethk International Labour Conferen@ecent
work (1999);Reducing the decent work deficit: A global challe@001); Working out of poverty
(2003).

®See http://www.ilo.org/gea. And in particuldmplementing the Global Employment Agenda:
Employment strategies in support of decent worksitn” documentILO, 2006.

* See http://www.ilo.org/employment.



Foreword

Most African countries have experienced accelergtedth in the new millennium,
partly attributed to the implementation of economéforms, and partly reflecting the
favorable external market conditions that saw amifig up of commodity prices.
Regrettably, the strengthening of growth was nobagpanied by employment creation. In
fact, four out of every five new jobs in Africa veein the informal economy, where decent
work deficits abound. The onset of the global fitiahcrisis and recession during 2007-09
exacerbated what was already a difficult situatiarthe continent.

The ILO is playing a leading role in promoting &4ach recovery and transition to a
more sustainable pattern of growth through the &ldbbs Pact (GJP) adopted at the 98th
Session of the International Labour ConferenceuineJ2009. The GJP seeks to place
employment and poverty alleviation at the centraational and indeed global economic
strategies. A key issue is to ensure that employmuea social policies are integrated with
international and national macroeconomic policgtsigies to avoid the fragmentation and
treatment of social issues as residuals of econpuoiicies.

Given the complexity of the issues, GJP also empésishe importance of effective
social dialogue in tackling the crisis and ensurihat its social consequences are fully
accounted for. The importance of social dialogubuilding the necessary consensus on
priorities and ensuring policy coherence at alelevs also a critical element of GJP. Far
from being passé, the goal of achieving full amabpctive decent work is as important as
it ever has been, and its mainstreaming acrogsoltly frameworks is the more urgent to
promote decent employment-creating growth and regov

Namibia is facing a daunting structural unemploytme@md underemployment
problem, worsened by the global recession. In gspitencreasing growth rates prior to
2009, unemployment worsened, reaching unacceptédlels. To deal with this
deteriorating situation, the Government of Namibéguested for ILO assistance to
develop a new growth path that is decent work-rinhthe true spirit of partnership, the
ILO accepted the invitation to work with all stakéders in Namibia to respond to the
emerging scourge of unemployment and work towanu$ating the 1997 Employment
Policy.

In response to this request, the ILO office in &atengaged the services of Frederic
Lapeyre, a Senior Employment and Informal Economgcilist from our offices in
Geneva and Godfrey Kanyenze of the Labour and Huoand®evelopment Research
Institute of Zimbabwe (LEDRIZ) who visited Namibiisom 22-26 November 2010 on an
exploratory mission to assess the employment p@icyronment. The draft Employment
Policy Environment Assessment Report was presetatddcal stakeholders at a multi-
stakeholders’ workshop held at Arrebbusch Travelldeo in Windhoek on 28-29 June
2011. This paper therefore incorporates the comsnerdde at the workshop, and the
inputs from the four breakaway groups on MacroentooFramework; Employment
Creation; Social Protection; and Skills Development

This report is therefore an example of a succegs=itthership between the ILO and
the Government of Namibia through the Ministry ofibour, which coordinated the
mission and validation workshop. Special thanks tgoMr. Albius Mwiya, Deputy
Director, Affirmative Action and Employment Servecat the Ministry of Labour, and Mr.
Karl Pfeffer of ILO Pretoria Office for providingkeellent technical backstopping services
and for coordinating the mission and validation kebiop. Their services went beyond the
call of duty.



Azita Berar Awad Vic van Vuuren
Director, Director
Employment Policy Department ILO Office, Pretoria

Vi



Contents

Page
(== Tol PP PP PRSPPI iii
0 =110 (o PSPPSR v
EXECULIVE SUMIMAIY ....coiiiiiiiiiieeeee ettt e e e e e e e e e e e e e e e e e e e e e e e e e e ix
1. SITUATION ANALYSIS .. eeiiiiiieiiiiiiiiie et eeeet ettt e e e e e e s e et e s s sesbe e e e eeeeeeeeaannnnes 1
1.1 The Link between Growth, Employment and Povertyd#dn: A Conceptual Framework
1
1.2 (Un) employment, Poverty and Inequality in Namibia....................co oo, 5
1.2.1 Employment Profile ... 5
1.2.2 Unemployment Rates and TrendS ............eeeeeeeemierieeeeieeeieeeeeieeeeeeeeeeeieeeeeeeeeees 10
1.2.3 Poverty and INEQUANILY ...........eeveeiieeetmmmm e e e e e e ee e et e e e e e e e e e e e e e e e e e e e aaaaa e 13
1.3 Informal employment and the Structural Legacy ofvlleabour Absorption in African
Economies and NAMIDIA ..........cuiiiiiiii commeee e ee e e e e e e e e e e e e e 17
1.4 Overall Macroeconomic Policy Framework and Perfaroea..................oooooeeeeeeeeee. 27
1.5 Skills shortages and mismatch between skills sugptydemand ................cccvvvvviviviinnnnn. 39
1.6 Review of Existing Policies that Affect Employment..................ccce. 41
1.7 SOCIAl DIGIOQUE.......uuuiiiiiiiiiieiieeeess s e e e e e eaeeaeeeeeeeeteeeeteeeeaeeseeesrsreaaaeaaasaaaeaeeeeeeeeeeeeess 46
1.8 SOCIAl PrOtECHION .....uviiiiiiiiii ittt eeeee ettt e e st e e e e e e e e e e ebbeee s a7
1.9 Social Exclusion: The Case of the San People...........ccoooviiiiiiiiiiiiiiieeeeeee 47
2. EMERGING CONSENSUS ON SUSTAINABLE AND INCLUSIVE RE®D/ERY PATHWAYS
AT THE LEVEL OF STRATEGIC THRUSTS ....ooiiiii ottt ee e 48
2.1  StrategiC ODJECHIVES ... ...t e e e e e e e e e 48
2.2 Emerging Sustainable and Inclusive Recovery Pathway..............ccccccvvvvvveeeeeeee.. . 49
2.2.1 Holistic, integrated approach to pro-poor, decentgoyment-rich growth........... 49
2.2.2 Promoting rediStribDULION ... st 50
2.2.3 Targeting employment-iNtENSIVE SECLOIS ... e ceeeeeeeeeeeeaeeiaeaiiaeeieeeieeeeeaeaeen 50
2.2.4 Transition to formality and decent WOrK ... eeeeeeeeeeeiiieiiiiiiiiiiiiiiiiinniinnneens 53
2.2.5 Enhancing skills development and achieving a bétteetween labour supply and
(0 1=T 0o F= T o [ PP PPPTT PP 62
2.2.6 SOCIAlI DIAlOQUE ... .o 64
2.2.7 Financing a job-rich Growth: Fiscal Space for Susttble Human Development. 64
2.2.8 Monitoring and Evaluation ............coooeeiiiiaaiiiii e 66
3. THE WAY FORWARD: NEXT STEPS ......cooiitiiii ittt anene e 66
ST (=T =] o Tod L PP PPEPPPT PPN 67

Vii



List of Figures

Pages
Figure 1: Labour force participation rate (0)..... ... e uueeuueeeiiiiiiiinieieuiieueieemmnmeeeeeeeeeeeeeeeeeeeeeennnennnes 6
Figure 2: Employment by detailed status in emplaynaad formality (%0)........ccoovvvivviiiiiiiccccceennnn. 9
Figure 3: Unemployment rates according to thetsaiicl broad definitions (%6)........ccccooevimmmmen..... 11
Figure 4: Distribution of the economically activeguilation ..o 20
Figure 5: Share of informal and formal employmentaital employment............ccccoooiiiiiceeeee e 21

Figure 6 and 7: Share of informal and formal empiewt in agriculture and non-agriculture........21

Figure 8: Distribution of total employment accomlito agriculture/non agriculture and formal/infotma
=70 o] (6 )Y/ 0 1T o | R 22

Figure 9: Incidence of poverty by locality of hohetl, 2003/2004 (%) .........ccceeeeeeeeieiii e 25
Figure 10: Incidence of poverty by main sourcenabime, 2003/2004 (%) ...............cceee oo s s 26

Figure 11: GDP growth (anNUal 90)...........oe et 29

List of Table

Table 1: Incidence of poverty by sex of head ofdatwld, 2003/2004 (%0) ......cooeeeeeeeeeeiii e 14
Table 2: Labour Force characteristics of Namib@®................cooiiiiiiiiiiiiiiciit e 19
Table 3: Employment by economic activity and fOgad) ...........ceeerrirrreeiiiieiie e e 22
Table 4: Trends in key economic indicators, 2000R0.........cccooiiieiiiiiiieeeee e 28
Table 5: Namibia’s Doing Business Rankings, 201d 20110 (Out of 183 countries).................... 32

Table 6: Comparison of rankings by share of GDPamngloyment (2008 data).................... comn 34

viii



Executive Summary

During the past three decades, development thinkasgbeen dominated by a genre of
economics that emphasizes the attainment of mamnoetic stability, believing that once
this is achieved, the social goals of employmemtatton and poverty reduction would
automatically fall into place. The macroeconomanfiework has been narrowly interpreted
to mean ‘minimize fiscal deficits, minimize inflati, minimize tariffs, maximize
privatization, and maximize liberalization of fir@n’ However, in spite of having
implemented significant policy reforms along théiees, economies of Sub-Saharan Africa
failed to take off, with few success stories. Catly, such one-size-fits-all formulaic
blueprints confused means (macroeconomic stabifdy)ends (decent work and poverty
reduction). The emerging consensus is that econgroigth does not automatically result in
poverty reduction - it only does so when accompabierapid growth of productive, decent
and remunerative employment. In response to thigldpment, decent work and poverty
reduction have assumed greater importance and flo¢he new millennium.

Namibia, which has implemented a similarly resiviEetmacroeconomic framework,
experienced improved growth rates, recording amamee GDP growth of 4.6 percent per
annum during the period 2001-2009. Instead of thcipated increase in employment,
unemployment, as measured by the strict definitiocreased from 20.2 percent in 2000 to
37.6 percent in 2008. Using the broad definitiorevehthe requirement to actively seek work
is relaxed, unemployment in Namibia worsened fré8 $ercent in 2000 to 51.2 percent by
2008. Unemployment is higher in rural areas at @&8ent compared to 36.4 percent in
urban areas (broad definition). It is also high@oagst females at 58.4 percent compared to
43,5 percent for males in 2008 (broad definitioMhe surprisingly high level of
unemployment in rural areas reflects the lack ¢érahtive labour absorbing sectors to
agriculture and the widespread feeling of the redpats in rural areas to be unemployed as
they are underemployed and trapped in subsistegdeudure or low-earning informal
economy activities. The difference between thetstiéfinition and the relaxed one suggests
that many workers are discouraged searching fobagspecially in rural areas.

Invariably, unemployment varies with educationaaiatment — the higher the level of
education, the lower the probability of being untaypd. At an average rate of 59.9 percent
(broad measure), youth experience the highest dewél unemployment, implying the
demand for education is low. Worse still, unempleytepisodes in Namibia are long, with
72.2 percent of the broadly unemployed going witlejob for at least two years, while only
11.1 percent had been broadly unemployed for a ye@008. Females experience longer
periods of joblessness, with 75.3 percent experngnenemployment periods of at least two
years, compared to the 67.8 percent for males(8.20

More than one in four households lives in povenyaddition, Namibia is ranked in the
medium human development category with a Human Dpwgent Index of 0.606 in 2010;
105 out of 169 countries. When adjusted for ineguallamibia’s HDI falls to 0.338, losing
44.3 percent of its 2010 value and sliding into tber human development category.
Furthermore, at 74.3 for the period 2000-2010, Néars income gini coefficient is the
worst in the world; implying that the majority dfe population is not enjoying the benefits
of economic growth.



This conjuncture of rising unemployment and informployment and high levels of
poverty in the context of improving growth ratesassociated with the enclave structure of
the economy inherited at independence. The ecori®tyaracterized by the co-existence of
two radically distinct parts, a modern or formagisent employing a small proportion of the
economically active (26 percent) while unemployedd ainformal economy workers
represent the bulk of the economically active (‘&tcpnt); with informal employment
reaching almost one fourth of the economicallyv&c{i23 percent). In the context of the
global decent work deficit, breaking out of infoiihais increasingly seen as one of the
main development challenges as 48 percent of thoged are informally employed and
this rate is very likely underestimated as it doetstake into account many workers grouped
in the unemployed but who are trapped in subsisténtormal activities. While some
activities in the informal economy offer reasonalielihoods and incomes, most people
engaged in informal activities face insecure inceramd a wide range of decent work
deficits. The informal economy is the main and ftaly source of livelihood for many
groups of workers who accumulate multiple layerdisfdvantage based on low skilled, low
productivity, lack of access to capital, etc. A®sult of this distorted structure, the economy
is not able to absorb the vast numbers of the nd-umder-employed into the mainstream
economy, even in the presence of growth. Thusgliieal financial crisis of 2008-09 simply
aggravated what was already a difficult situation.

Apart from the restrictive macroeconomic framewadopted in Namibia, the plethora
of policies developed was not properly synchroniaed coordinated, and were not fully
implemented. For instance, the 1997 Employmentclolvas not integrated into the
development plans. Moreover, the development gfyanas ineffectual as it focused on all
sectors and constraints without targeting employrmgansive sectors and the most binding
constraints. There was lack of a strategic indalstmd investment policy framework while
growth was generated largely by capital-intensivimimg, and hence the absence of
employment growth. Much work remains to be doneinprove the doing business
environment in Namibia, which has disadvantaged &dMhich have the greatest potential
for job creation. In fact, the policy framework raims hostile towards the informal
economy. The general dearth of relevant skill&kdihto the mismatch between the quality of
labour supply and its demand, and the absence pafttavays approach to education and
training also constitutes a major constraint toaghoand the creation of decent work.

To its credit, the government is fully aware of tieed to urgently address these social
ills and to initiate a paradigm shift, taking adisge of the available fiscal space. A
consensus is emerging on the need to target sexitbréiigh potential for employment-rich
growth such as transport, tourism, livestock prdidac while not neglecting crop
production, fishing, mining and manufacturing. Treed to facilitate transition to formality
of the non-formal activities is also now widely apgated. Invariably, implementation of
the proposed interventions will require more fisoalitlays, with implications for
government's fiscal rules.

While the current restrictive fiscal rules requaebudget deficit of 3 percent in the
medium term, Namibia has recorded budget surplisdhe three year period 2006/07;
2007/08, and 2008/09. SADC requires member Stategget a budget deficit of less than 5
percent of GDP by 2008. Likewise, the projectedliputiebt amounting to 15.5 percent of
GDP during 2009/10 is 9.5 percentage points betmv25 percent official benchmark, and
44.5 percentage points below the SADC and WorldkBtneshold, implying additional
fiscal space exists to finance a developmentaldaen



The average rate of inflation at 8.7 percent in@280within the SADC target of 10
percent and the savings and investment ratios giver&9.4 percent and 20.9 percent of
GDP respectively during 2000-2009 compare favorablthe optimal level of 25 percent.
While the savings ratio was already above thatl l®oreall the years between 2000 and 2009
except for 2001, investment ratios reach that lav@008 and 2009. Such levels of savings
and investment were behind the sustained highdedfegrowth in East Asia.

To accommodate the envisaged fiscal outlay, thasttinof Finance has proposed that
the fiscal restraint be relaxed from a budget de&t 3 percent in the medium term to a
budget deficit not exceeding 7 percent over ayiwar period. Additional fiscal space will be
created through expenditure reprioritization andtaving as well as exploring possibilities
for sharing the burden of development financingotigh public-private partnerships.
Furthermore, consensus is emerging among stakeholde the need to create an
institutional framework for broad-based dialogue garticipation at all levels of the policy
cycle. In this regard, Namibia could be on the ¢srof unleashing an inclusive (shared)
growth path with sustainable levels of productiecent and remunerative jobs.

There is a crucial need to consciously integratmemic and social objectives upfront
and ensure that social and employment objectiveshat subordinate to narrow economic
imperatives. Critically, it is important to acknatlge that people should be put at the centre
of development (human development), and decent wbduld be an overarching priority
across all macro and sector policies. This isria livith the Decent Work Agenda adopted at
the 87th Session of the International Labour Canfee in 1999 and the Declaration on
Social Justice for a Fair Globalization adoptethat97th Session of the International Labour
Conference in June 2008.

In the case of Namibia, this entails the followkey interventions that are pointed out
as key priorities in the Decent Work Country Progr2010-2014:

. Linking the employment policy framework to Natioriz¢velopment Plans and
Vision 2030.

" Treating decent, productive and remunerative jehs eross- cutting issue.

" Promoting priority sectors in terms of job creat{orcluding backward and forward
linkages).

. Effective inter-ministerial and stakeholder cooedion and participation.

. Promoting social justice and fighting inequalities.

. Facilitating transition to formality and decent wor

Xi



1. SITUATION ANALYSIS

1.1 The Link between Growth, Employment and Poverty
Reduction: A Conceptual Framework

Conventional macroeconomic frameworks emphasize itfygortance of achieving
macroeconomic stability, believing that this hagcli implications for economic growth and
poverty reduction. In the words of a World Bankadp*“...macroeconomic stability is a
public good and might be expected to equally affaét There is a well-established
association between macroeconomic stability and-term growth, and growth typically
brings expansion opportunities to everyone,” (200888). Within this macroeconomic
framework, the mantra has been ‘stabilize, priatand liberalize.” However, as things have
panned out, macroeconomic stabilization was oftémeaed, but at the expense of sustained
levels of economic growth, employment and poveeguction - the stabilization trap (see
Islam, 2003).

Recent work by the World Bank concedes that aftese to two decades of
implementing such reforms in developing countribs,results are disappointing. Its detailed
analysis of the lessons from reforms are distilieéd two seminal reports ‘Economic Growth
in the 1990s: Learning from a Decade of Reform’2005; and ‘The Growth Report:
Strategies for Sustained Growth and Inclusive Depmlent’ of 2008. The 2005 report noted
that: “The principles of ... ‘macroeconomic stabilijomestic liberalization, and openness’
have been interpreted narrowly to mean ‘minimizecdl deficits, minimize inflation,
minimize tariffs, maximize privatization, maximizéeralization of finance,” with the
assumption that the more of these changes therbetteall times and in all places -
overlooking the fact that these expedients aregoisteof the ways in which these principles
can be implemented” (World Bank, 2005b: 11).

The same report observed that in spite of havingldmented significant policy
reforms, economies of SSA failed to take off, wighv success stories, which it considered
fragile more than a decade later. The two grouma@#ing World Bank reports (2005 and
2008) desist from promoting one-size-fits-all fotaia blueprints, insisting on policy
diversity and a cautious experimental case-by-eggegoach informed by the need to deal
with the most binding constraints on growth ratthem a long list of reform areas that belie
the capacity of most developing countries.

The reports argue that by focusing on macroeconastability, deregulation and
privatization, conventional macroeconomic polidiggically confused means for ends. The
2005 report criticized the narrow focus of convemdl policies with achieving efficiency
gains, mistakenly equating policy reforms with gtowstrategies. In this respect, the report
argued that: “In retrospect, it is clear that ia #990s we often mistook efficiency gains for
growth ... Expectations that gains in growth would Wwen entirely through policy
improvements were unrealistic. Means were oftenakén for goals — that is, improvements
in policies were mistaken for growth strategiesif improvements in policies were an end in
themselves. Going forward, the pursuit of policiprms’ sake should be replaced by a more
comprehensive understanding of the forces underlgirowth. Removing obstacles that
make growth impossible may not be enough: growitbrbed action, for example on



technological catch up, or encouragement of rigkntafor faster accumulation, may be
needed,” (World Bank, 2005b: 11).

Achieving macroeconomic stability by, for instancatting back on public investment
may result in a lower fiscal deficit today, but Milevitably reduce long-run growth and the
future tax base and may very well imply a highecdi deficit in the future. It has been
established that instead of crowding out privatesment, public investment crowds it in as
it expands investment opportunities and helps r#isenet return to private investment
through reducing the cost of production. Yet inmestt in infrastructure is widely neglected
(see World Bank, 2008). As the deputy chairmanhef Planning Commission of India,
Montek Singh Ahluwalia who was part of the WorldnR&s Growth Commission aptly put
it, “International financial institutions, the IMinh particular, have tended to see public
investment as a short-term stabilization issue, failed to grasp its long-term growth
consequences. If low-income countries are stuck low-level equilibrium, then putting
constraints on their infrastructure spending magues they never take off,” (see World
Bank, 2008: 36).

The exclusive emphasis on macroeconomic stabdlibased on the assumption that the
link between growth and poverty reduction is autboadVith hind sight, it is now widely
accepted that the link between growth and povextyction is not automatic. In fact, growth
on its own is considered a necessary but insufficieondition for sustained poverty
reduction. This is the case because the quality@iith matters as much as its quantum, an
issue long established in the 1996 UNDP global Hunixevelopment Report which
categorized growth experiences as follows:

= Jobless growth (growth that does not expand empdoympportunities);

= Ruthless growth (growth associated with increagieguality and poverty);

= Voiceless growth (growth in the absence of demgcoaempowerment);

= Rootless growth (growth that withers cultural idisff

= Futureless growth (growth that squanders resoureeded by future generations).

In this regard, economic growth does not ensureggveductiorper se it only leads
to poverty reduction when it is accompanied by aagiowth of decent, productive and
remunerative employment. It is in this respect fBamani (2004) developed a conceptual
framework for analyzing the link between growth goalverty, identifying three critical
factors, namely, i) the growth factor, ii) the eieity factor; and iii) the ‘integrability’ factor.
The growth factor indicates the rate at which amnemy grows, while the elasticity factor
refers to the extent to which growth is associatéth employment (in both quantity and
quality). The integrability factor relates to theent to which the poor are able to integrate
into economic processes such that as growth andogment expand, they can take
advantage of the emerging opportunities.



For the poor to participate in, and benefit fronoreamic growth, they need access to
what Amartya Sen referred to as asset and exchangearket income) entitlemeritsAsset
entitlements refer to the relative distribution aafpital assets so essential for present and
future production (land, credit, human capital, aodial capital such as health, amenities
and social security, and physical and economiastfucture). Exchange entitlements are
non-existent for those unable to find decent forgeaitor jobs. The complementary acdess
education and capital, and infrastructure suchues feeder roads, electricity, and irrigation,
make land assets productive. These broader adleststlze rural poor to connect to markets
for their goods and to access inputs for their patidn. In cases herethere are relatively
high levels of inequality in land holdings, agrituwhl growth does less than non-agricultural
growth to raise the incomes of the very poorest.

In addition to the ownership of assepgrsonal and household capabilities and the
potential to improve them is often defined by ld¢asgible assets involving levels of
education and health. For instance, education @y role in allowing farmers to increase
their productivity, and for workers to transitiorofn agriculture to other rural economic
activities, or from the informal to formal sectdnstructively, no country has achieved
sustained rapid growth without reaching an adu#rdicy rate of at least 40 percent.
Essentially, better educated persons are abledwept disease and to use health services
effectively, with young people between the agesl®fto 24 years who have completed
primary education less than half as likely to cactrHIV as those who have little or no
schooling.

Critically, greater female education has been aatmt with more productive farming
and high returns in other areas, leading to lowsdility rates, lower infant mortality levels,
and higher education rates for the next generdtionas and Timmer, 2005; World Bank,
2006; 2009). Investments in health have also beend to have significant impacts on
economic growth and poverty reduction since healtbgkers are generally more productive
over longer lives. Evidence from India suggestd thastates where female literacy and
female labour participation were highest in the @96growth over the subsequent three
decades was higher and more effective at reducmgrpy.

Since labour is the main resource that most pooplpehave, labour-intensive growth
is therefore the most effective way to reduce piyyemplying that sustained poverty
reduction requires the reduction thie costs for the poor to access sectors whengtlgris
occurring, and to promote growth in the sectorsratibe poor are located. In this regard,
public investment in the capacity of the poor tatipgpate in, and benefit from economic
growth becomes imperatigsee Lucas and Timmer, 2005)

It has been found that the relationship betweemvtirand employment also depends
on the initial structure of the economy and thet@scin which growth is concentrated.
Where growth sectors are employment-intensive &eit growth is rapid, this has been
associated with economy-wide productive employméhts is strengthened where growth

® Amartya SenDPevelopment as FreedgrRandom House, 2000. Capability deprivation arisebat
the youth lack access to assets and human catiiiuges necessary for them to be integrated into
the economic growth dynamic (the integrability &gt



sectors are large and or are closely linked torés¢ of the economy, in which case it is
important toknow where poor people are concentrated. Quitendfteleveloping countries,
the large share of agriculture in the national eoaynand employment means this sector has
large potential as an engine of growth and povedyction.

Furthermore, the level of, and change in, incomemirality determines the extent to
which growth is pro-poor (see Kakwadial., 2004), in which casé¢he initial levels of
inequality and changes in inequality cause ratgsogérty reduction to differ across similar
growth experiences, with higher rates of initisdguality leading to fewer gains from growth
for the poor. As such, in countries with very hightes of inequality, growth may be
ineffective in reducing poverty. In which casquiy and equality of opportunity are critical
to sustainable growth. Equity refers to outcomesemults while equality of opportunity
refers to the starting points; access to nutritieducation, and job opportunities. The
renowned economist Robert Solow, who was a menfldéed/NVorld Bank’s Commission on
Growth and Development aptly summed up the issuellsvs, “In many ways, the more
equitable the growth, the more sustainable it'®likto be, because there will be less
controversy, less disagreement, less resistanck,amo there’'s an enormous amount of
talent in populations that needs to be tapped. Ugkoy some parts of the population,
whether by gender, age, or ethnicity, from the Eenef growth loses the talents that they
have. So in my view, it is not only desirable tiaty go together, it's useful that they go
together,” (World Bank, 2008:62).

To reflect this new development, poverty reductiand its eventual eradication, has
assumed prominence in the new millennium. In féet,first Millennium Development Goal
targets halving poverty by 2015. In this framewothe labour market, and decent
employment in particular, are expected to playraermediating role (the nexus) between
growth and poverty reduction. In which case, a tpment strategy that fully employs a
country’s human resources and raises the returtabtr is considered a powerful tool for
poverty reduction/eradication (see Islam, 2003).

The International Labour Organization (ILO) hasetakhe lead in promoting
decent work since the late 1990s and at other dweylisted below:

= The adoption of the Declaration on Fundamentaldippies and Rights at Work at the
International Labour Conference in June 1998.

At its 87" Session in 1999, the ILO adopted the Decent Waykna.

The UN Millennium Declaration of September 2000.

UN resolution on promoting youth employment of Daber 2002.

UN resolution concerning policies and programmaesliving youth of January 2004.

Ouagadougou Declaration of the Heads of State avei@ment of Africa of September
2004.
= Resolutions of the BInternational Labour Conference of June 2005 carieg youth
employment.
= The Resolutions of the Tripartite meeting on Yodthployment.
= The Conclusions of the Southern Africa Sub-Regi@aiference on Youth
Employment.
= The implementation of the Global Employment Age(@&A) and its operationalization
through the ‘Vision Document’ prepared by the ItOMarch 2006. The vision document
presented a number of strategic orientations toenttadk GEA more operational and useful
at country-level work, and to make the work of @fice more effective in terms of policy
advices, utilization of tools, research and capdmiiilding.
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= The Decent Work Agenda in Africa 2007-2015, a Repbthe ILO Director General to
the 11" African regional meeting, Addis Ababa, April 2007.

= At the 97" Session in June 2008, the ILC adopted the Dearan Social Justice for a
Fair Globalization which institutionalizes the Dat&/ork Agenda as the key policy and
operational concept of the ILO.

» Atits 98" session in June 2009, the ILC adopted the Glalizd Pact as a relevant
framework for recovery.

In line with the growing conviction that decent dayment is the only sustainable
route out of poverty, the UN has introduced fuldamroductive employment and decent
work for all as a new target under MDG 1 on thedneehalve the share of people living in
extreme poverty by 2015. To monitor the implemeatedf this target, the ILO developed a
Toolkit for Mainstreaming Employment and Decent Wavith four indicators, viz: (i)
employment-to-population ratios; (ii) vulnerablemayment; (iii) the share of working poor
(US$1 a day) in total employment; and (iv) growtHabour productivity.

1.2 (Un) employment, Poverty and Inequality in Namibia

1.2.1 Employment Profile

Namibia is classified as an upper middle incomeetigping country with a population
of 2.2 million people in 2010, which ranks among #imallest in the SADC region, almost at
par with that of Botswana and Lesotho, and onlgdarthan that of Mauritius, Seychelles
and Swaziland. The Labour Force Survey of 2008 shitvat 64.9 percent of the population
lives in rural areas. Females account for 52.6 grgrof the population, with a sex ratio of
90.2 males for every 100 females. Namibia hasatively young population, with slightly
over half of the population (50.7 percent) below #Hge of 20 years. With such a young
population, it is therefore not surprising that #gee dependency ratio, the ratio of children
aged 0-14 and persons aged 65 years and abov®@erelisons in the age group 15-64, is
high at 81.8 in 2008 (83.5 in 2004). This therefionplies that there are 81.8 dependents for
every 100 persons with productive abilities (ecomatly active population). The
dependency ratio is higher in rural areas at 10@rGpared to urban areas at 53.3 in 2008
(see Namibia, 2010a).

The 2008 Labour Force Survey shows that the workigg population in Namibia is
959,187, of which 511,051 (53.3 percent) are femaled 448,135 (46.7 percent) are méles.
Of the total working age population, only 331,484.6 percent) were employed which is a
very low employment ratio compared to other Suba®ai countries (about 75% in average
according to ILO KILM indicators). One of the matharacteristic of the labour market in
Namibia is the weak labour force participation adydb5.4 percent of the working age

® The Labour Force Survey covered only the populatésiding in private households, thus excluded
people living in institutional households (the aremd police barracks, nurses and prisons).



population belong to the labour force whereas 4kBn¢ to the economically inactive
labour force participation is extremely low in rusaeas at 41.5 percent. Meanwhile, ni-
seven percent of all employed persons had onlyjan

Figure 1. Labour force participation rate (%)
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Even though females outnumbered males in the wgriie population, more mal
(186,093 or 56.1 percent of the employed) were eygul than females (145,351 or 4
percent of the employedGiven the standard deftion of employment which covers a
work for pay, profit, or family gain for at least &our during the reference period of se
days preceding the interview, it is intriguing tote that 63 percent of all employed pers
are in urban areas with 1 remaining 37 percent in rural areas. On the bakithis
definition, one would have expected more jobs tarbt¢he rural areas, even though tl
suffer from serious decent work deficits as theanj of the people are underemploy
The report on “Inbrmal Employment in Namibia, 2008,” argues thas tould be a result «
“...underrecording of more marginal employment where a redpat does not see sL
work as constituting work ‘for pay, profit or familgain,” (Namibia, 2010b: 3)The
difference baveen the strict definition and the relaxed onegssts that many worke
underemployed in subsistence agriculture and irdibractivities are discouraged searct
for a job, especially in rural areas, and decldhetdhselves as unemploy



Between 1997 and 2008, when in fact economic pmdace improved, the formal
sector lost nearly 70,000 jobs, at a time an e$tich240,000-300,000 new job seekers
entered the labour marketSadly, it is the labour-intensive sectors thatdstiee highest
number of workers. For instance, the commercial@rdmunal agricultural sector recorded
the largest decline, with employment falling frod61899 in 1997 to 52,788 in 2008. Thus,
while the sector employed around 37 per cent ofwhekforce in 1997, by 2008 it only
accounted for close to 16 per cent; this trendomaexplained on the one hand by rural-urban
migration and on the other hand by the fact thatymraspondents to the 2008 Labour Force
survey declared themselves as unemployed ratheritivaluntarily trapped in subsistence
agriculture. The fishing sector also faced sigatific redundancies, with employment
declining from 6,771 in 1997 to 1,318 by 2008; duaion from about 1,7 per cent of the
workforce to 0,4 per cent.

Agriculture emerges as the largest provider of espent contributing 15.9 percent,
followed by wholesale and retail trade with 15.1ceat, private households at 10.9 percent,
education (8.6 percent), public administration,edet and social security (8.4 percent),
construction (7 percent), manufacturing (6.3 pet)cemd the others individually accounting
for less than 5 percent of all employed personsutial areas, agriculture is the single largest
employer with 38.3 percent of all employed persdabpwed by education at 14 percent,
wholesale and retail trade (11.7 percent), priveeseholds (8.4 percent), and construction
(5.6 percent). In urban areas wholesale and retaie provide 17.2 percent of all employed
persons, followed by private households (12.3 p#Jjc@ublic administration, defence and
social security (10.4 percent), manufacturing (®étcent), construction (7.9 percent),
transport, storage and communication (6.8 percem®] estate, renting and business
activities (6.1 percent), and education (5.4 pejd@ee Appendix Table 1).

At the national level, most employed persons areslementary occupations (23.4
percent), followed by services, shops and markessaorkers (18.4 percent), craft and trade
workers (15.9 percent), skilled agricultural arsh&ry workers (8.8 percent), professionals
(8.7 percent), clerks (6.9 percent), techniciand associated professionals (6.5 percent),
plant and machine operators and assemblers (5cémigand legislators, senior officials and
managers (5.1 percent). While 29.1 percent of eyeplofemales are in elementary
occupations, followed by services, shops and madaes workers (23.4 percent),
professionals (11.6 percent) and clerks (10.9 p¢yc23.5 percent of employed males are
craft and trade workers, followed by elementaryupations (19 percent) and service, shops
and market sales workers (14.5 percent), and dkdlgricultural and fishery workers (12
percent). Interestingly, most employed persondémentary occupations (37.8 percent) are
in private households with paid employees, followdy agriculture (26.5) and
manufacturing (6.8 percent).

Of all employed persons, 81.3 percent are employéslowed by own account
workers (without paid employees - 10.4 percent)e Tdther categories (subsistence
communal farmer, other employer, unpaid family vesrkand others) contribute the
remaining 8.3 percent. Out of the 269,602 employ&8s8 percent worked for private
enterprises, 21.1 percent for government and 18t8ept for private households. The vast
majority of the employees (65.5 percent) were raarareas compared to the 34.5 percent in

" Formal employment declined by 20 per cent from,203 in 1997 to 385,329 by 2004 and 331,444 by 2008



rural areas. The proportion of the working age pagmn that is employed — the
employment-to-population ratio — is low at 34.6qesit. The ratio is higher for males at 41.6
percent compared to 28.5 percent for females, mndoan areas at 51.9 percent compared to
22.2 percent in rural areas in 2008. This compardavorably with the employment-to-
population ratio of 65.8 for Sub-Saharan Africa ainel world average of 60.9 in 2008 (see
ILO, 2010).

In the Namibia Labour Force Survey 2008, the goastn employment status in
the main job (E9) distinguished between the folloywategories:
Subsistence/communal farmer with paid employees
Subsistence/communal farmer without paid employees
Other employer with paid employees
Other own-account worker without paid employees
Employee
Unpaid subsistence/communal family worker
Other unpaid family worker
Other

Employers and own-account workers were classifeedthformal if the enterprise was
not registered as a company and did not keep ddt&irmal accounts. Employees were
classified as informal if they indicated that theinployer did not pay social contributions,
such as for pension, on their behalf. All contribgtfamily workers were classified as
informal. Figure 1 shows the formal/informal dibtrtion for each of the detailed statuses in
employment. By definition, all unpaid family worleerare informal. The overwhelming
majority of employers and own account workers withgermanent employees are informal,
especially among those working in subsistence mmaonal agriculture. In contrast, around
70% of employers with permanent employees are forAmaong employees, less than three
fifths have formal jobs.



Figure 2. Employment by detailed status in employment anddrmality (%)
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An ILO (2001) study cited in Namibia (2010e) estieththat about 16.5 percent of
children in Namibia aged -14 years were involved in child labour. A study ertdken by
Government in 2005 found that out of the total letvadd population of 1,450,7, children
aged 617 years amounted to 39.2 percent (see Namibid&)2@d these, 71.9 percent we
working, 85.4 percent of which were in rural ar® Despite the Constitutional provision tt
guarantees the right of all persons to educatibmhich grimary education is compulsor
5.7 percent of all working children never attendetool. Out of the working children, 8¢
percent were still attending school, while 8 petdesd left school. As for those childr
attending school but also working, 1 percent indicated that the work they did affec
their attendance (12.4 percent in rural areas dhgércent in urban areas). Those that \
not participating in education cited poverty asiegn reason for not doing ¢

Unfortunately, the Ministr of Gender Equality and Child Welfare has lost ek
personnel over the years, undermining its capaoitgeal with the issues of gender
children’s rights (see Namibia, 2010e). Notwithsliag this challenge, the ILO Conventi
Number 182 on the Wct Forms of Child Labour can help deal with such stdorms ol
child labour as the commercial sexual exploitatdérchildren, forced labour, children us

8 A person was considered working if he/she perforamegactivity for pay (cash or in kind), profit
family gain during the reference period (7 daysiciswork also included unpaid family activity ir
family business or farr



by adults in the commission of crime, child traffirty and engagement of children in
various forms of hazardous work, which exist in Nae

Being in Southern Africa, Namibia is in a regionigthis at the epicenter of the HIV
and AIDS pandemic. It is estimated that 14 peradrihe population is infected with the
HIV virus, and that around 8,200 AIDS-related dsaihcur every year, which represents 29
percent of all deaths in Namibia in 2006. An estedal74,400 adults and children were
living with HIV and AIDS in Namibia in 2008. Almo248,000 children 18 years or younger
are orphans or vulnerable children, and arounde28emt of these OVC were orphaned by
AIDS. The Government of Namibia, in conjunction lwithe ILO and the UN Joint
Programme on HIV/AIDS, has embarked on strategiesnhance awareness, fight stigma
and discrimination and support people living withViAIDS at work. However, it is
reported that very few companies have workplacgnammes on HIV and AIDS, and where
they exist, they are inadequate (see Namibia, 2010e

1.2.2 Unemployment Rates and Trends

The unemployment situation in Namibia has detetdmtamarkedly over the years.
Using the strict definition of unemployment (beingthout work, available for work and
seeking work) in accordance with the internatiatatistical standards, joblessness increased
from 20.2 percent in 2000 to 21.9 percent in 200d 37.6 percent in 2008, compared to an
average unemployment rate of 7.6 percent for Siia%a Africa for 2008. Based on the
broad definition where the requirement to activedek work is relaxed, unemployment in
Namibia stood at 51.2 percent in 2008, up from 3@ itent in 2004 and 33.8 percent in
2000.
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Figure 3: Unemployment rates according to the strict and boad definitions (%)
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It should be noted that this very high figure oEmployment probably includes a lai
part of underemployment in rural areln view of the standard definition of employm
which includes any work for pay, profit, or famityain for at least an hour ring the
reference period of seven days preceding the ietsrvthese rates of unemployment
very high indeed. In the context of developing daes, unemployment is considered to
an extreme situation of total lack of work sincéhei none or a vy limited number of
workers are covered by unemployment insurancetmrqgiublic relief schemes. Under st
conditions, very few people can afford to be unayedl for any period of time. Most peo|
would be engaged in some economic activity andnggstrategies even though they may
characterized by decent work defic

From this perspective, the current figure of massmployment in Namibia reflects t
lack of alternative labour absorbing sectors tacadfure and the widespread feeling of
respondents in rural areas to be unemployed as areyinderemployed and trapped
subsistence agriculture or I-earning informal economy activities. It shows a @
structural problem of the Namibian labour marketioihshould be at the top of poli
priorities. It calls also for the development of gompeopriate labour market informati
system to provide information on the situation bé tlabour market and monitor tl
situation.

The Second National Development Plan (NDF 2001-2006) had projected
enployment to grow at an average 2.6 percent per mnrio the event, employme
declined by an average of 2.7 percent per annuningluthe period 20(-2004.
Unemployment is higher in rural areas (64.9 peictmn in urban areas (36.4 perce
(broad defiiition), which is similar when the strict definitias applied (46.6 percent in rui
areas compared to 30.6 percent in urban areThis is surprising because wh
unemployment openly manifests itself in urban aréagural settings it is hidden ans
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reflected in underemployment. The rate of unempkayhis also higher amongst females at
58.4 percent compared to 43.5 percent for mal@®@8 (broad definition) or 43 percent and
32.5 percent respectively using the strict meaduring the same period.

As expected, the rates of unemployment vary witlicational attainment. The levels of
unemployment using the broad definition for 200&evé.4 percent for those with post-
graduate degree, 14.3 percent for first degreeens|dd1.5 percent for those with senior
secondary school, 59.9 percent for those with pyreducation, 57.3 percent for those with
junior secondary school, and 53 percent for thosth wo education. Using the strict
definition provided a similar picture for 2008, tvithose that attained a post-graduate degree
recording an unemployment rate of 2.5 percent,eheith a first degree at 10.2 percent,
those with senior secondary education at 33.9 pgr¢enior secondary school at 45.2
percent, primary school at 42.1 percent and noathrcat 32.2 percent.

More fundamentally, the youth (15-34 age group) &he most affected by
unemployment, experiencing an average unemployna¢atof 59.9 percent in 2008 (broad
measure). Those aged 15-19 had the highest unemeidyate of 83.6 percent, followed by
the 20-24 age group (67.4 percent), 25-29 (53.8¢gme), 30-34 (46 percent, 35-39 (43.6
percent) 40-44 (34.5) falling to 27.3 percent foode above 65. The strict measure also
shows a progressive decline in unemployment raibsage, from 67.3 percent for the 15-19
age group, 56.6 percent (20-24), 43.3 percent 835-24.6 percent (30-34), 30.6 percent
(35-39), 23.7 percent (40-44) until 11.6 percenttfmse above 60 yeatdhe high rates of
unemployment amongst youth imply that the deman@daication is low.

The structural nature of unemployment in Namibiaeected in that it is long-term,
with 72.2 percent of the broadly unemployed gointheut a job for at least two years (70.2
percent using the strict measure), while only Hedcent had been broadly unemployed for a
year (12 percent using the strict measure) in 2B8&ales experience greater hardship, with
75.3 percent experiencing unemployment periodd tfast two years, higher than the 67.8
percent for males in 2008. The proportions are pértent for females and 65 percent for
males respectively for the strict measure. Of #@,337 unemployed persons, 65.1 percent
were first time job seekers with no previous woxkerience, which implies the majority of
the unemployed will be at the back of the job quasi¢hey have tenuous links in the labour
market. This is confirmed by the low levels of edliiwnal attainment of the majority of the
first time job seekers, 40.5 percent of whom hadigu secondary school, followed by
primary school (32.8 percent) and senior seconsletngol education (14.9 percent), with 9.7
percent having no education.

Unemployment is therefore a waste of resourcesraigl society of a productive asset,
its human resources, thereby undermining growtlthéncase of Namibia, its welfare impact
is high considering that the largest proportionholiseholds (41.8 percent) depends on
wages and salaries as their main source of incéotiewed by subsistence farming (crops
and animals) with 22.4 percent and cash remittaatelsl percent. The impact is greater
amongst urban households where 68.8 percent of ithedme derives from wages and

° In ILO (2010), youth (15-24 age group) unemploymisngiven as 12.3 percent for Sub-Saharan
Africa in 2008.
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salaries compared to rural areas where subsistfangeng is the main source of income
accounting for 37.3 percent.

A major disadvantage youth face in the labour maikethat they lack asset and
exchange (or market income) entitlements and henéfer from capability deprivatioff.
Asset entitlements refer to the relative distribntdf capital assets so essential for present
and future production (land, credit, human capitahd social capital such as health,
amenities and social security, and physical andn@wmic infrastructure). Exchange
entittements are non-existent for those unable ibal formal sector jobs. Youth are
disadvantaged with respect to asset and exchattigeraents because they have not had the
time to accumulate such entitlements. Their maligiaton is also associated with social
and cultural norms that allow asset and exchang#eements to be formally transferred to
youth when they grow older. In the context of vimited employment opportunities in the
formal economy, youth are relegated to easy ertiyiies prone to lateral expansion, low
returns and long hours of work, especially in thioimal economy (e.g. vending, street-
based activities such as car washing and car wagchiaking and selling simple crafts and
in menial forms of housework).

Ultimately, unemployment and poverty present hugeiat and economic costs to
society. Unless the energy and restlessness anmh s tapped into positive endeavors, it
degenerates into delinquent behavior and practicisinal activities and violence. Negative
traits can easily develop in a context where 5@@¢nt of those no longer looking for work
thought no work was available while 20.5 percertt tijed of seeking work (discouraged
job-seekers). This is compounded by the fact thit a tiny fraction of unemployed persons
looking for work (1.9 percent) reported to haveetalaction to start a business or subsistence
farming in the Labour Force Survey of 2008. Thisié surprising considering that of the
34.5 percent of unemployed persons who had previar& experience, 35 percent were
engaged in elementary occupations, followed bytsmafd trade workers (19.5 percent) and
services, shops and market sales workers (19.emgrd-or females, the majority were in
private households with employed persons (32.3gmtyand wholesale and retail trade (32
percent). Males had experience in construction2(p@rcent, followed by agriculture (14.3
percent), and wholesale and retail trade, repainatbr vehicles (14.2 percent).

1.2.3 Poverty and Inequality

Using data from the 2003/2004 Namibia Householaime and Expenditure Survey
(NHIES), the Bureau of Statistics came up with & peverty line based on the cost of basic
food and non-food needs, a Cost of Basic Needs (jGBéthodology widely used in the
SADC region and developing countries (see Namibia82). The process of setting the new
poverty line involved determining a food baskettba basis of actual consumption patterns
of low income households, also taking into accowon-food requirements to establish
poverty lines for ‘poor’ and ‘severely poor’ houséts. The ‘poor’ and ‘severely poor’

10 capability deprivation arises in that the youtbklaccess to assets and human capital attributes
necessary for them to be integrated into the ecangrowth dynamic (the ‘integrability’ factor).
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households were set at consumption levels per aflldtver than N$ 262.45 and N$ 184.56,
respectively. The results of this analysis are sanmad in Table 1.

Table 1: Incidence of poverty by sex of head of household, 2003/2004 (%)

Total Female Male
Poor 27.6 30.4 25.8
Severely Poor 13.8 15.1 12.9

Source: Namibia (2008a: 8).

Using these definitions, 27.6 percent and 13.8¢gerof households were considered
poor and severely poor, respectively. Thereforerenmtban one in four households live in
poverty. The analysis shows that poverty level®amibia are higher among households
that are female-headed, those based in rural amdshose with one or more children,
highlighting the potential for poverty reductionrdhgh targeting of policy interventions.
While 30.4 percent of female-headed householdpaoe, the level is lower at 25.8 percent
for male-headed households. The incidence of poaséholds in the rural areas is 38.2
percent (19.1 percent for severely poor househnldsral areas), compared to 12 percent in
urban areas (6 percent for severely poor householdgban areas). Rural households
account for 82.3 percent of all poor householdsjlevrban households take up the
remaining 17.7 percent. The results also suggestcdnsumption expenditure is positively
correlated with the education levels of the headhofisehold - the higher the level of
education, the higher the levels of consumptioneexjture and the more likely the
household is non-poor.

The incidence of poverty by educational attainnwérihe head of household shows that
among those with no formal education, 50 perceatparor and 26.7 percent are severely
poor. These households have on average total caigsumexpenditure levels that are 17.2
percent below the national threshold for poor hbokks. The situation improves with
education as among those with secondary educaldm, percent or less than half the
national average is poor and 5.1 percent are dgveoer. Poverty is almost non-existent
among those who hold a tertiary degree. More gdipeod all poor households, 83.5 percent
have a head of household with either no formalndy primary level education. The analysis
therefore underscores the importance of strengthettie education system, especially
access to secondary education, as a component eofptiverty reduction strategy.
Furthermore, poverty levels are highest amongstalder heads of households at 42.6
percent for heads of households within the 60-6¢ ggpup and the highest incidence of
poverty of 47.5 percent for households whose haeglsver at least 65 years of age.

Given that the poverty measure outlined here isdhas a consumption-based measure,
it is closely associated with occupation and thénnsource of income for households.
Granted, households relying on salaries and wagékeir main source of income have an
incidence of both poor and severely poor thatgs than half of the national average. Taking
into account that this group is so large, constitu46 percent of all households having
salaries and wages as their main source of incdaraecounts for 23.1 percent of all poor.
This implies that a salary and wage income is mptarantee of a life out of poverty. Within
households that rely on subsistence farming as tin@in source of income, 40.3 percent are
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poor and 17.6 percent are severely poor and thesseholds constitute 42.3 percent of all
poor households.

Reliance on pension as a main source of incomesdscéated with lower levels of
consumption expenditure and a higher likelihoocoberty compared to other sources of
income. Among those relying on pensions as theinreaurce of income, 49.6 percent are
poor and 28.4 percent are severely poor. Thie lsesause households that rely on pensions
as their main source of income are generally latigegn other households with an average of
5.3 people compared to the 4.2 members in househdidre the main source of income is
salaries and wages. While the average age of h&fabdsuseholds whose main source of
income is salaries and wages is 39.5 years tHadbudgeholds that rely on pensions is older at
69.3 years old, with the national average of 46€ry. This information is important to
determine the appropriate levels of social traisséerd assess their impact on poverty. The
significant geographical differences in povertydisvindicate the potential for geographical
targeting of anti-poverty programmes and ensurivag the benefits of growth accrue more
to disproportionately poor regions.

The analysis also shows that poor households teiheé farger in terms of the number
of people than non-poor households, and severely pouseholds are even larger. The
average household size in Namibia is 4.9 persoitis, 42 on average in urban areas and 5.4
in rural areas. Within poor households, the avetagesehold size is 6.7 compared to 4.2 for
non-poor households, while severely poor househblgge an average size of 7.2. In
addition, households are larger on average amaral poor than among urban poor. Data
from the 2003/2004 NHIES also indicates that podr@useholds are larger because they
have more children compared to non-poor househ@ithile the average number of children
under the age of 18 by household poverty statidaimibia is 2.2, it is 1.8 among non-poor
households, and doubles to 3.6 in poor househlwldsverely poor households, the average
number of children is higher at 3.9.

The NHIES depicts a growing number of orphans dubé main to increased mortality
on account of the AIDS epidemic. An estimated 88,80useholds have either a single or
double parent orphan aged 0-17 years where onetlbmiological parent(s) is/are not alive.
Poverty levels are higher among households wheeeetlis at least one orphan (41.8
percent), compared to the national average of 7d69.4 percent in households without any
children aged 0-17. In households with at leastapban, the share of severely poor is 21.1
percent, compared to 13.8 percent for all househardl 3.9 percent among households with
no children. Even if they are not orphaned, houkkshwith children also have higher levels
of poverty. It would appear that the presence dfiodn and especially orphans should be
useful criteria in policy interventions that aimtéget poor households.

Comparisons of poverty levels across time are probtic in that different measures of
poverty were applied in Namibia. The two previoudIES reports defined poverty using a
food-share approach, which is based on the obseémuedse relationship between overall
household incomes and the share spent on foodyimgpielatively poorer households spend
a higher proportion of their total consumption engiture on food compared to the more
well-off households. On that basis, ‘poor’ housesoWere defined as those spending 60
percent or more of total consumption expenditurdamd, and the ‘severely poor’ as those
spending 80 percent or more. While the two methardse at very similar results when it
comes to the incidence of poor; 27.8 for the fobars ratio (60 percent) and 27.6 for the
new CBN-based poverty line, the share of urban pooiseholds almost doubles using the
new measure. In addition, whereas using the foadesimethod (80 percent and above), 3.9
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percent of households are classified as severdly, fibe share is more than three times
higher, 13.8 percent, under the new method, suiggetite old method underestimated the
incidence of the poorest among the poor.

Besides, the main weakness of using the food magthod is that the relationship
between the food-share and consumption will diffemross households for reasons unrelated
to poverty, reflecting differences in the relatipgces, tastes and availability. The nation-
wide 1999 Levels of Living Survey (CBS 2001), whibfined the poor as all those who had
incomes of less than the national average found#@egercent of households in Namibia
were poor. However, in a country of high inequalikg Namibia, average levels of income
are not suitable as an indicator of welfare. Thalstalso used unweighted data for the
analysis which skews the results.

The World Bank estimated poverty levels using thare of the population that lives
below daily poverty thresholds of US$1 adjusted Parchasing Power Parities (PPP) and
found that in 1993, 35 percent of the populatisadion less than US$ 1 PPP per day. Using
the modified definition where the poverty line iS$1.25 per day, it is estimated that almost
half of the population lives below the internatibmmverty line (see Namibia, 2010e).
However, while this method may be suitable forrimééional comparisons, it is less useful
for national poverty measurement as it relies enabnversion from national currencies into
US$ using PPP (see Namibia, 2008a; Jaich, 2009).

The UNDP goes beyond the money-metric approachgusiset of composite indices
which in addition to income include educational drehlth outcomes to measure human
capabilities. The 2010 Human Development Repottgdtamibia 105 out of 169 countries,
in the medium human development category with a &tuevelopment Index of 0.606.
This places Namibia seventh in Africa and thirdtlie SADC region, behind Mauritius
(ranked 72) and Botswana at 98. Namibia’s HDI impbfrom 0.553 in 1990 to 0.582 in
1995, 0.568 in 2000, 0.577 in 2005, 0.603 in 200® @606 by 2010 (see UNDP, 2010). An
interesting dimension is that when adjusted foqumdity, Namibia’s HDI falls to 0.338,
losing 44.3 percent of its 2010 value. This leaMasnibia in the low human development
category.

The standard measure of inequality, the Gini coieffit at 0.63, suggests that the level
of inequality in Namibia is among the highest ia thorld (see Namibia, 2008a). In fact, the
2010 Human Development Report gives Namibia’'s inredsini coefficient as the worst in
the world at 74.3 for the period 2000-2010, ahehdamoros (64.3), Botswana (61.0),
Belize (59.6), Haiti (59.5), Angola (58.6), Colorab{58.5), South Africa (57.8), Bolivia
(57.2), Honduras (55.3), Brazil (55.0) and Panabdad) (see UNDP, 2010:152-15%).

" The HDI ranges from 0 to 1, with an outcome 0f00.6o 0.500 in the low human development categufr®,501
to 0.800 in the medium human development categony,0.801 to 1.00 in the high human developmeeigoay.

2 The UNDP attributes these data to World Bank (20%thternational Income Distribution
Database,” Washington D.C.
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In the apt words of the UNDP, “As a middle-incommuetry with one of the most
unequal income distributions in the world, Namilsiaa place of poverty amid plenty’In
addition to being among the most unequal counini¢ke world, Namibia is also among the
most polarized with income concentrated amongrdistjroups. As correctly stated in the
national development framework, Vision 2030, “Inelify and poverty endangers social
harmony, peace and democracy” and hence the c@itgng-term development objective is
that: “Poverty is reduced to the minimum, the emgtpattern of income-distribution is
equitable and disparity is at the minimum,” (Narait2004: 104).

1.3 Informal employment and the Structural Legacy of
Low Labour Absorption in African Economies and
Namibia

The fact that developing countries have structdestures different to those of
developed countries has been extensively analyzetthd development literature. Ghose
et.al. (2008) identify several key features that distispudeveloping from developed
countries. Dualism is an important one with thesetice of two radically distinct parts, a
modern or formal segment employing a small propaortf the labour force, and an informal
segment employing the bulk of the labour force. Thganization of production in the
formal sector involves the use of reproducible zgincluding advanced technology), and
labour (skilled and unskilled). In the informal @omy, it involves use of predominantly
unskilled labour, with natural resources and simplels and implements. In the formal
segment, production is for profit, which is saved aised to reproduce capital (investment);
while in the non-formal sector it is for subsistenwith little savings and investment leading
to poor productivity performances.

At the root of the problem of the informal econoisythe inability of economies to
create sufficient numbers of formal jobs to absth® labour force. In recent years, the
pattern of development and growth in Africa — bat only there — has not met the global
demand for jobs. Research and analysis of datartakdn by the ILO especially, show that
employment growth in the formal segment of the ecoy in most countries has lagged
behind the growth of the labour force, and thesads are likely to continue in future
(Mugtada, 2010). Even in countries such as Chirgrevthe rates of economic growth and
poverty reduction have been remarkable, there israarging problem related to growing
informal employment. Moreover, retrenched workersnf restructured industries and
migrants from rural areas find themselves in situeat of underemployment and casual
labour. Widespread underemployment and informdiifve therefore become structural
characteristics of the developing countries’ ecoiesmespecially in SSA, and not a
peripheral problem that can be addressed in isoldtiom the mainstream development
strategies.

This structural feature of developing countries cistical in understanding the
employment situation in these countries, and theyehimportance in the interpretation of

13 Seehttp://www.undp.org/poverty/projects_namibia.shtdduchet.al, (2009) is aptly titled “A Rich
Country with Poor People: Inequality in Namibia.”
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labour market information. This is particularly ionpant given that labour market data

collection systems in such countries are modeledgaltthose created for the developed
countries. Thus, for instance, the unemploymene rigt a meaningless statistic in a

developing country context given that people camfiaird to be unemployed in the absence
of institutionalized social security. In such stioas, most people have to work in order to

survive, even if the work can only provide for lasubsistence. It is for such reasons that
unemployment rates in most developing countriesinoharacteristically low.

Thus, assessing the employment situation in deir@opountries is not a straight
forward task. This is compounded by the paucitdatf, especially with respect to dualism.
In this case, the growth in ‘employment’ in devedmpcountries does not reflect the growth
of productive jobs in the economy as in the infdrreagment employment growth may
imply increased underemployment. In which caseutiemployment rate cannot be taken as
a measure of surplus labour in the economy. Ihig im the formal segment where growth in
employment may be interpreted as growth in prostlagtbs.

Thus, it is only the movement of workers from théormal into the formal segment or
from casual to regular full-time wage employmemtfrom low-productivity employment to
high-productivity employment, from unregulated imegulated employment can one speak
of an improving employment situation. More gengrah move of the worker from the
informal to the formal segment is considered pesijtihence a rising share of the formal
sector in total employment indicates an improvenierie overall employment situation. A
decline in underemployment or low-productivity swal activities results in increased
labour productivity in the non-formal sector, andts an improvement in labour productivity
implies an improvement in the employment situation.

In a nutshell, three indicators are critical foe Hssessment of the employment situation
in developing countries, namely: the share of timfl segment in total employment; output
per worker in the informal segment; and the unegmknt rate. Other things being equal:

The larger the share of the formal segment in tetaployment, the better the
employment situation;

The higher the output per worker in the informajreent, the better the employment
situation;

The higher the wage employment ratio (the loweruthemployment rate), the better
the employment situation (see Ghetal, 2008:63).

Using data for Namibia, this structural deformitfyamn enclave economy comes out
clearly, with informal workers generally lackingadst work. As indicated in the Labour
force Survey of 2008, of the 678,680 economicatijve persons aged 15 years and above,
slightly over half (331,444) were employed, andtjuwer half (51 percent) of the
economically active were women. Regarding inforemiployment, Namibia's Ministry of
Labour and Social Welfare used the following wogkitefinition during the 2001 Namibia
Informal Economy Survey, as adapted from the 1993 International Conference of
Labour Statisticians:
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The informal economy units/enterprises typicallgi@te at low level organisation, with
little or no division between labour and capital fastors of production, expenditure for
production is often indistinguishable from househekpenditure. Similarly, capital goods
such as buildings or vehicles may be used indistigbly for business and household
purposes. Labour relations, where they exist, axgedb mostly on casual employment,
kinship or personal and social relations rathentbantractual arrangements with formal
guarantees. Furthermore, these units are not eegistunder specific forms of national
legislation. There is no complete set of accourastained (Ministry of Labour, 2001:5).

The labour force characteristics of Namibia arermamnized in Table 2 below.

Table 2: Labour Force characteristics of Namibia, 2008

Total Women Men Rural Urban
Economically active 678,680 349,345 329,336 351,505 327,175
Unemployed 347,237 203,994 143,243 228,136 119,100
Employed 331,444 145,351 186,093 123,369 208,075
Employed in agriculture 54,106 11,903 42,203 48,016 6,090
Formal employment — agriculture 18,677 3,461 15,216 15,857 2,820
Informal employment - agriculture 35,429 8,442 26,987 32,158 3,271
Employed in non-agriculture 277,338 133,447 143,890 75,353 201,985
Formal employment — non-agriculture 155,994 71,045 84,949 34,917 121,077
Informal employment — non-agriculture 121,344 62,402 58,941 40,436 80,908

Source: Namibia (2010b:25).

The dual structure of the economy comes out clearlthat those employed in the
formal sector account for only 26 percent of theneenically active population, while the
unemployed account for 51 percent and those wilbrrimal employment account for 23
percent (see figure 4); in other words only onatfowf the economically active population
enjoys formal employment. Integrating the non-fareeonomy (subsistence and informal)
is therefore an important building plank of a pamp decent work rich growth strategy.
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Figure 4: Distribution of the economically active population

Source: Namibia Labour Force Survey 2008

The enclave structure of the Namibian economypipounded by its relatively smi
formal sector, being a periphery of South Africaorgjside Lesotho, Swaziland a
Botswana, whik are dependent on South Africa for imports andesemployment and a
members of the Southern African Customs Union (SA@It has been dominated by So
Africa, and its mineral rentier status, being dejsa on a single or limited range of exf
commodities (see Mhone, 2000). The almost exclusiliarree on the formal sector, and
particular the external-oriented mining sector which is capitatensive as the engine f
economic growth has reinforced the enclave stracioherited at indepennce. In the
event, rather than the anticipated formalizatiorthef nor-formal economy, it is the form.
segment that has been increasingly informalizeth tie effect that decent work defic
have worsenetf.

Of all the employed, 52 percent are in fol, while 48 percent are in inform
employment as captured in figure

141t was in view of this structural distortion that afficial in the Ministry of Labour pointed outah
Namibia was already in a crisis even before theebnéthe global financial crisis, hence the lal
worsened an already difficult situati
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Figure 5: Share of informal and formal employment in totalemploymen

® Informal
employment

m Formal
employment

Source: Namibia Labour Force Survey 2008

Figures 6 and 7 show that the rate informal employment is much higher
agriculture than in nc-agriculture; 65 percent in agriculture compared4@ercent in nc-
agriculture.

Figure 6 and 7 Share of informal and formal employment in agiculture and non-

agriculture
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Source: Namibia Labour Force Survey 2008

Of the total employed, 11 percent were informaligpéoyed in agriculture while 3
percent were informally employed in r-agriculture (see figure 8). It is important to n
here that as correctly stated in Namibia (2010b), tharshof informal employment i
agriculture in total employment is very likely umdstimated as low levels of employmen
rural areas (predominantly agricultural), may haxieen because most of the ple did not
think their work was for ‘pay, profit or family gai This could have inflated tf
unemployed and underestimated the employed whioaraeost of them trapped in inform
employment.
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Figure 8: Distribution of total employment according to agriculture/non agriculture and
formal/informal employment
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Source: Namibia Labour Force Survey 2008

Formal employees accounted for close to half (4cep) of all the employed, with ti
informal employees representing just ovethird (34 percent). Formal employers and ¢
account workers comprise only 5 percent of all eygd, compared to 12 percent inforr
employers and own account workers. Contributingitfamworkers account for only or
percent of all employed. Clearly, ang employees, formal workers at 156,343 outnur
informal ones (113,259), while the reverse is timreemployers and own account work
where formal ones were 16,776 against 39,956 tlaé Wwnformal. Seven-six percent of
rural employed are employe«compared to 85 percent in urban areas, with mane ltialf of
the rural employees being informal, while the mi&jasf the urban employees are forrr

The following table reports employment by econoagtivity and formality in 200:

Table 3: Employment by economic activity and formality (%)

Industry Total Formal Informal
Agriculture 16 1" 23
Mining 3 4 1
Manufacturing 6 8 5
Utilities 2 2 1
Construction 7 4 10
Trade 19 15 23
Transport

Finance 7 9 5
Services 35 41 29
Total 100 100 100
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Source: Namibia (2010b:7).

In terms of sector of employment, 16 percent ofdhmloyed are in agriculture, where
twice as many are working informally than formallx. higher proportion of rural (39
percent) than urban (3 percent) employed are irca@tgire. Non-agriculture employment
accounts for 47 percent of all employed, with atifer 37 percent in informal non-
agricultural employment. In the non-agriculturattee, the single largest sector is services
with 35 percent of all employed, followed by trade 19 percent and agriculture at 16
percent. These three sectors dominate in bothdhmal and informal economies. Rural
workers account for 46 percent of all informal jobhs opposed to 29 percent of all formal
jobs.

Small workplaces dominate for informal employmemtd avice versa for formal
employment such that only 14 percent of employnmestngle-person workplaces is formal,
rising to 78 percent in workplaces employing 2lmare workers. Furthermore, more than
half (55 percent) of all employed people work iatéaies, offices or shops, a situation that
reflects the situation of 76 percent of formal wenk and only 22 percent of informal
workers. Formal workers account for 72 percentlidhase who work in factories, offices or
shops. Formal workers account for only 15 percénhase who work from home with no
special place assigned for working. In fact, onlpecent of formal workers work from
home, with over a fifth (21 percent) of informal skers doing so, and an additional 10
percent working from their client's home or pladéus, compared to most developing
countries, a small proportion of workers work witha fixed location in Namibia, and hence
its tendency to be invisible.

While more than four in five (82 percent) of Nanaibbiworkers work full-time, with a
higher percentage (93 percent) for formal workessgared to 69 percent for informal
workers; 81 percent of part-time workers are iroiinfal employment. Informal workers
dominate those working under 20 hours per weelguatting for 87-88 percent of the total
in this group. In terms of age distribution of f@ahand informal workers, the latter are more
dominant in the younger age groups, up to age &n& workers are dominant for the rest
of the working life, but informal workers outnumbie formal beyond age 60. In addition,
there is a marked decline in informality with ediimaal level. For example, 65 percent of
employed people with only primary education areoiinfal, while this is so for only 5
percent of those with university education. Ruratkers (30 percent) are more likely than
urban (17 percent) to have only primary educatigith rural workers accounting for 58
percent of informal workers with this level of edtion. As expected, a higher percentage of
formal employees have written contracts comparedomty 28 percent of informal
employees. Tellingly, more than four in five coatsaof formal employees are permanent,
against only 29 percent of informal employees.

As one would expect, rural workers are less likiblgn urban to enjoy paid annual
leave, with 79 percent of formal rural workers gpased to 84 percent of urban having
access to such leave, and 16 percent and 24 pesspdctively among informal workers.
Likewise, three quarters (67 percent) of formal Exyges have income tax deducted from
their wage or salary, compared to only 12 percdninformal employees. For formal
workers, the largest category (27 percent) ofghisip had been employed for at least eleven
years, compared to informal workers where nearlly(48& percent) had worked for less than
one year in a job. Women are less likely to havekew for a long period in both the formal
and informal economies most probably because aof family and reproductive roles and
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the lack of formal recognition of these roles ie florm of paid maternity leave and other
provisions.

Earnings are skewed in favor of formal employeashghat only 7 percent of formal
employees earned between N$1 and N$599 per mamttpared to 43 percent of informal
employees. While 39 percent of formal employeereazhat least N$3,500 per month, only 6
percent of informal employees did so. The disachged position of the informal economy
comes out clearly when comparing mean monthly igslaiThe mean monthly earnings for
the formal rural is N$2,798 while that for the infwl rural is only N$724, while that for the
formal urban is the highest at N$4,960, compareti$®,809 for the informal urban (see
Namibia, 2010b). Women have lower mean monthlyiagmat N$4,140 for formal females
compared to N$4,504 for formal males; N$963 fopinfal females compared to N$1,613
for informal males.

Informal employment is a complex and heterogeneealty as it comprises: i) own-
account workers and employers employed in their omformal sector enterprises, ii)
contributing family workers, irrespective of whethbey work in formal or informal sector
enterprises and iii) employees holding informalsiolvhether employed by formal sector
enterprises, informal sector enterprises, or ag gaimestic workers by househdftisin all
developing regions, self-employment constitutesreatgr share of informal employment
(outside of agriculture) than wage employment: Bjpadly, self-employment represents 70
per cent of informal employment in sub-Saharanc&fri62 per cent in North Africa, 60 per
cent in Latin America, and 59 per cent in Asia.

Of the 50,000 employers and own account workesamibia in September 2008, 70
percent were informal. Smaller enterprises domiimatmth the formal and informal sectors,
even though they are more pronounced in the infoenanomy where 53 percent of the
operators have no employees besides the busindgserngaand unpaid family workers. An
additional 44 percent work in enterprises with g&mployees. This suggests the potential
employment creation impact of integrating the infat economy into the mainstream
economy.

Of the 331,444 employed persons in Namibia, 1548657 percent) are registered
with the Social Security Commission (SSC). Out lofse registered, 72.1 percent are in
urban areas, with the remaining 27.9 percent ialrareas. This therefore suggests that the
majority of the employed (53.3 percent) are notered by the SSC. Given that most of
those protected by some social security schemeinatgrban areas, it is therefore not
surprising that poverty levels are higher amongstlrhouseholds (38.2 percent) compared
to their urban counterparts (12 percent) as cagtim&igure 9 below, indeed a reflection of
the enclave structure of the economy.

5 Hussmanns, (2004)
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Figure 9: Incidence of poverty by locality of household, 208/2004 (%

Total
Urban M Poor
m Severely poor
Rural
e e v

Source: Derived from data in Namibia (2008a:10).

Because the standard concept of poverty used in athedysis derives from
consumptiorbased measure of poverty, it is therefore close$peiated with occupation a
the main source of income for households. As ilatet in Figure 10, households that 1
on salaries and wages as their main source of iadwwe the lowest cidence of both poor
and severely poor at less than half of the nati@varage. This group accounts for
percent of all households and constitute 23.1 peroé all poor. Even though having
salaried income reduces the probability of beingrpih is however not a guarantee of a
out of poverty, implying that it is the quality tife employment that makes a differe
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Figure 10 Incidence of poverty by main source of income, 21B/2004 (%

Total
Salaries and wages
Subsistence farming ; H Poor

H Severely poor

Household business

Pensions 2 7

Source: Derived from data from Namibia (2008a:16).

Households that rely on subsistence farming as thain source of income have 1
second highest incidence of poverty (40.3 percemtpmor and 17.6 percent are seve
poor). Such households also make uj.3 percent of all poor households. The higl
incidence of poverty is in those relying on pensias their main source of income, wh
49.6 percent are poor and 28.4 percent are sevaveh

The largest households are those where subsistanting is the main source of
income with an average size of 6.2 people, follovegdpensioners at 5.3 people, -
farming business activities at 4.7 people, salaaied wages at 4.2 people, and an ow
average of 4.9 people. As expected, householdsr¢haon pensions are the oldest at
average age of 69.3 years, followed by subsistéamaing at 54.7 years, n-farming
business activities at 40.4 years, salaries anésvag39.5 year

A number of factors have been cited as contributsmgNamibia’s gowing informal

economy. These include high levels of unemploymentjobless economic growt
unaccommodating mac-economic policies, skills deficits and mismatch
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1.4 Overall Macroeconomic Policy Framework and
Performance

Except for the period of global recession in 208@mibia’'s GDP achieved
positive growth rates during the period 2001-20R8al GDP growth averaged 4.6
percent for the period 2001-2009, and 5.2 percemtnwthe recession-influenced
decline of 2009 is excluded. Under the Second Nati®evelopment Plan (NDP2)
(2001-2006), GDP was targeted to grow at an avesdde3 percent per annum. The
actual outturn of an annual average growth of 2&gnt during NDP2 was higher
than the projected average rate of growth of 4.Bcqe for the period. This
performance is also above the annual average grofvdhpercent projected under
NDP3 (2007/2008-2011/2012) under the baseline smenwith no policy
intervention, but lower than the targeted averagavth rate of 6.5 percent under the
Higher Growth Scenario with redoubled efforts.

Table 4 summarizes the performance of the Namib@onomy for the period 2000-
20009.
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Table 4: Trends in key economic indicators, 2000-2009

Indicator 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
GDP at constant market prices (N$m) | 34,396 | 34,802 | 36,468 | 38,014 | 42,679 | 43,758 | 46,853 | 49,371 | 51,475 | 51,106
Real GDP Growth (%) - 1.2 4.8 4.2 12.3 25 7.1 5.4 4.3 -0.7
Per Capita GDP constant prices (N§) | 18,816 | 19,017 | 19,607 | 20,103 | 22,194 | 22,360 | 23,521 | 24,345 | 24,927 | 24,301
Real Per capita GDP growth (%) - 1.1 3.1 2.5 10.4 0.7 5.2 3.5 2.4 -2.5
Savings/GDP (%) 21.7 22.2 26.2 26.0 30.3 30.5 35.6 31.3 34.3 29.8
Investment/GDP (%) 16.6 20.9 19.9 19.1 18.6 18.6 216 23.7 254 24.9
Inflation (annual average - %) - 9.2 11.4 7.1 4.2 2.3 5.1 6.7 10.4 8.7
Exports/GDP (%) 40.9 41.2 46 43.4 39.8 40.4 45.5 50.7 52.4 444
Imports/GDP (%) 44.6 47.7 48.1 52.5 421 40.3 41.6 52 52.8 53.3
Trade / GDP (%) 85.5 88.9 94.1 95.9 81.9 80.7 87.1 102.7 1052 | 97.7
Export growth (%) - -2.7 16.2 8.8 5.4 -0.8 15.3 6.4 5.2 -14.9
Import growth (%) - 14.3 6.2 10.5 -9.9 0.9 16.3 31.8 6.9 4.1
Terms of trade (index) 1043 | 1152 [116.6 |102.3 | 100 1079 | 1187 [ 131 1356 | 136.6

Source: Namibia (2010d).

28



Using World Bank time series data to avoid the dgeanin the baselines in t
Namibian data, real GDP growth accelerated fronammual average of 1.1 percent dur
the period 198®9 to 4.1 percent durind99099 and 4.3 percent for 20-2006°.
Notwithstanding the improved acceleration in ecoiogrowth, these rates of growth ¢
below the 7 percent threshold for meeting the MDGke improved performance
attributed to favorable international demand high prices for Namibia’s main expor
including diamonds and other minerals. The recomiecline in growth in 2009 coincid
with the global recession, which resulted in a ideclof 26.9 percent for the prima
industries, which was influenced by timassive decline of 49.7 percent for diam
mining.!” Figure 11 shows the performance of the economyédmiv2006 and 201

Figure 11 GDP growth (annual %)
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Source: World Bank, 2011
http://data.worldbank.org/country/namibia?display=default

5 Wworld Bank, 2011, http://data.worldbank.org/courtamibia?display=defau

7 As the Government noted, “The economy of Namibiargely based othe primary sector and the
global financial crisis is already having a detnttg@ impact on the entire economy. The ex|
industry has been hit hard by the waning global atedrfor its products despite the weaker curre
Namibia has witnessed some wres and job losses and the slump in diamond pitced greal
concern, especially if one takes the significaé that Namdeb plays in the economy,” (Namil
2010e:7-8).
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Fiscal consolidation undertaken since 2005/2006dmabled Namibia to counter the
effects of the global financial crisis, thereby iaWog a fall-out in the provision of services
due to cuts in expenditure. As Government obserVEtk last three years have witnessed
record achievement of fiscal targets,” (Namibial@Q4). The fiscal year 2008/09 recorded
the third consecutive budget surplus amounting eent of GDP (N$1.5 billion). The
SADC Macroeconomic Convergence programme targelsidget deficit of less than 5
percent of GDP by 2008 and 3 percent as an ancitivinva band of 1 percent by 2012 to be
maintained at the 2012 level up to 2018. The putiébt of about 17.9 percent of GDP
during 2008/09 was 8 percentage points below thee28ent official benchmark, while total
expenditures averaged 28 percent of GDP in thee thear period 2006/07; 2007/08, and
2008/09 compared to the official 30 percent tardétle debt-to-GDP ratio fell from 24.4
percent in 2006/07 to 18.2 percent in 2007/08 ahf fiercent in 2008/09 and is projected to
fall further to 15.5 percent in 2009/10. The SAD@ aNorld Bank benchmark for public
and publicly-guaranteed debt is 60 percent of Gibilying Namibia's debt outturn is
considerably sustainable. Thus, “Consistent achieve of fiscal targets bespeaks a tradition
of entrenched macroeconomic and fiscal stabiliiddmibia, 2010c: 4).

As the Fiscal Policy Framework for 2010/11 to 2AR2ktorrectly outlines, “...this
policy framework provides for a targeted and tineedd fiscal expansion, geared towards
priority sectors and programmes with high growtbh jcreation and poverty reduction
potential. This expansion is on the back of theafisspace created in previous years of
consecutive budget surpluses. The main focus of gkgansion is on infrastructure
development and maintaining critical social sersiteesupport domestic demand conditions,
mitigate vulnerability, and safeguard citizens’ fae¢ conditions,” (Namibia, 2010c: 5).
Furthermore, Namibia achieved a sound budget imghtation rate since 2006/07 with the
budget execution averaging 97.8 percent. In f&e,itmplementation rate for 2008/09 was
98.7 percent, up from 97.5 percent in 2007/08. tigko, going forward, expenditure
prioritization and efficiency of delivery of devglment programmes in priority sectors is
important in view of the revenue risk related tpeledence on taxes from international trade
under the Southern African Customs Union (SACUpmgement. SACU receipts are the
largest single contributor to revenue, accountargd®.3 percent in 2006/07; 42.1 percent in
2007/08; 40.1 percent in 2008/09, and 39.5 pelice2009/10.

Efforts to reduce macroeconomic instability andade fiscal discipline during NDP2
are reflected in the inflationary trends, with theerage inflation rate fluctuating between 2.3
percent and 11.4 percent between 2000 and 200%vEtage rate of inflation of 8.7 percent
recorded in 2009 is within the SADC target of 1Qceat by 2008. The savings and
investment ratios, which are an indicator of pagrfuture growth, are relatively high in
Namibia, averaging 29.4 percent and 20.9 perce@@P respectively during 2000-2009.
By 2008 and 2009, the investment ratio is at theénwd level of 25 percent, while the
savings ratio was already above that level fortla! years except for 2001. Savings and
investment levels of at least 25 percent of GDPdekkustain high growth in the Asian tiger
economies, and are largely responsible for thetanding performances of China, India and
Vietnam in recent times.

On this issue, the Commission on Growth and Devety had this to say: “...the
speed of growth in the early stages of developneedimited primarily by the pace of
investment (public and private together). This stagent is itself affected by the availability
of savings. High-growth economies typically setlasa formidable share of their income: a
national saving rate of 20—25 percent or highenasunusual. In principle, countries could
rely more on foreign capital to finance their inveent needs. But capital inflows over the
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past several decades have a mixed record. Our igig¢lat foreign saving is an imperfect
substitute for domestic saving, including publigieg, to finance the investment a booming
economy requires,” (World Bank, 2008: 3). Instruely, with respect to investment, “No
country has sustained rapid growth without alsopkeg up impressive rates of public
investment—in infrastructure, education, and heakar from crowding out private
investment, this spending crowdsinit It paves the way for new industries to emerge and
raises the return to any private venture that benedm healthy, educated workers, passable
roads, and reliable electricity;” (World Bank, 20386).

To put Namibia's savings and investment ratios inégional perspective, it is
necessary to compare with that of Sub-Saharan aftitsing World Bank data, its gross
national savings ratio averaging 32.7 percent oPGietween 2000 and 2006 is only lower
than that of Botswana (49.7 percent), Gabon (3&2gmnt) and Equatorial Guinea (33.9
percent) in the whole of Sub-Saharan Africa. Therage investment ratio of 24.5 percent of
GDP for the period 2000-2006 is close to the optimtevel of 25 percent, only lower than
that of Equatorial Guinea (49.9 percent), LesoB@4 percent), Chad (32.7 percent), Cape
Verde (27.2 percent), Ghana (26 percent), Seyché€lB.3 percent), Eritrea (24.8 percent)
and Senegal (24.6 percent) in Sub-Saharan African Ehough Namibia’'s rank in the SADC
on the World Bank’®oing Business Indicatordipped from third position in 2006 and 2008
to fourth in 2009 and 2010, it still fares wellthre region.

Reflecting its over-dependence on imports, esggdiadm South Africa, the average
annual export growth rate during 2001-2009 at €:/8¢nt, is less than half that of imports at
9 percent over the same period. Thus, Namibia coes to be a net importer of goods and
services over the period 2000-2009, recording trdefecits, save for 2006 when a trade
surplus was achieved. This notwithstanding, Nartsbiarms of trade (export price index
divided by import price index) improved consistgrietween 2004 and 2009, reflecting the
commodity price bubble of the period leading to thebal financial crisis of 2008-2009.
The ratio of trade (exports and imports) to GDP, phoxy for global integration, suggests a
deepening link with the global economy. The peragatof Namibia's trade (exports and
imports) relative to its GDP at 110 percent, ishiigthan the SADC average of 103 percent
in 2006. This means that Namibia is more integrétéal the global economy compared to
the average SADC economy.

Table 5 reports Namibia’'s recent ranking on the M/dBank's Doing Business
Indicators, where countries are ranked according to the eésd#oing business; a high
ranking on the ease of doing business index meamsegulatory environment is more
conducive to the starting and operation of a Idoah. Clearly, more effort needs to be
targeted towards improving the process of starBingusiness, registering property and
trading across borders. Given the depth of thergeoaf unemployment, and the important
role small, micro and medium enterprises (SMMEg)ygh job creation, there is need for
concerted efforts to improve the process of staiinsinesses. Interestingly, Namibia scores
well on issues such as getting credit, dealing wihstruction permits, enforcing contracts
and closing business. The issue of hiring anddirimhich in some circles inside Namibia is
considered onerous does not emerge as a constraime Doing Business Indicatordn the
interviews with stakeholders under the ILO missittnwas often stated that SMMEs face
serious problems in accessing credit, an issuesthatld be addressed (see also Namibia,
2006). In addition, it emerged that large corporatj which are branches of South African
companies, hardly integrate into the local econorthgreby depriving SMMEs the
opportunity to participate in value chains and ctes of big businesses. Other areas that
need attention include technical skills, managesiéls, technology know-how and transfer,
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infrastructure, and purchasing and marketing. Whhe Government of Namibia is
cognizant of the important role SMMEs can play mpéoyment creation, however, it
concedes, “...our approach to the development andtgrof this sector has been haphazard
and inadequate,” (Namibia, 19974).

Table 5: Namibia’s Doing Business Rankings, 2011 and 2010 (Out of 183 countries)

Topic 2011 rank 2010 rank
Doing business 69 68
Starting a business 124 125
Dealing with construction permits 36 37
Registering property 136 137
Getting credit 15 14
Protecting investors 74 73
Paying taxes 99 97
Trading across borders 153 151
Enforcing contracts 41 42
Closing business 53 55

Source: http://ww

w.doingbusiness.org/data/explorereconomies/namibia/

The 2010-11 World Economic Forum'’s Global Competitiess Report ranks Namibia
third in the SADC region after only South Africadaklauritius, and fourth for the whole of
Africa (with Tunisia at pole position).

While the conventional macroeconomic framework Naanhas implemented over the
years has achieved an acceptable modicum of mamroegc stability, with impressive
fiscal and inflationary outcomes, it has not deldceon the social front as indicated by the
high and worsening levels of unemployment, poveahd inequality. Typically, such
conventional approaches to macroeconomic managemeatitsocial issues as a residual to
benefit from ‘trickle down.” Certainly, in the ea®f Namibia, as elsewhere, the benefits of
improving growth rates have not trickled down tgnove the social deficits, suggesting that
the quality of growth is as important as its quamtietween 1997 and 2008, when in fact
economic performance improved, the formal sectst teearly 70,000 jobs, at a time an
estimated 240,000-300,000 new job seekers entheethbour markef Table 6 compares
the rankings of the economic sectors by share d? @bd employment using 2008 data. The

18 The vision 2030 document identified the importantenterprises development and the pivotal role
of small and medium enterprises (SMEs) as centralcbnomic deepening and expansion. To meet
the targets of Vision 2030, the Ministry of Tradedalndustry launched the MTI 2010Mid-Term
Strategic Plan, which outlines facilitative and pogive strategies to grow local enterprises,
especially SMEs.

19Employment declined by 17.4 per cent from 401,208997 to 385,329 by 2004 and 331,444 by 2008.
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data are then used to compute the Spearman’s ramklation coefficient using the
following formula.

The spearman’s rank correlation coefficient = lEdé__
n(A-1)

The resultant rank correlation coefficient of 1).3hough positive, is however not
statistically significant, implying that there i rdiscernible relationship between sector
contributions to growth and employment. The divageis particularly clear in sectors such
as mining and manufacturing, which rank highlyémis of contribution to GDP, but lowly
when their share in employment creation is usedeskence, these sectors are not labour-
intensive, yet they drive economic growth. Secsorsh as agriculture may not rank highly in
terms of contribution to GDP, but are clearly labmiensive. This provides useful lessons
for enhancing labour-intensive growth and suggesiish sectors can be targeted to achieve
that objective.
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Table 6: Comparison of rankings by share of GDP and employment (2008 data)

Sector Employment Rank by | Rank by Difference | Difference
GDP (%) | (%) GDP Employment | inrank squared
Agriculture 54 15.9 7 1 6 36
Fishing 33 04 11 16 -5 25
Mining 15.9 27 1 13 -12 144
Manufacturing 12.7 6.3 2 7 -5 25
Electricity and water 22 1.6 14 15 -1 1
Construction 4.1 7 9 6 3 9
Wholesale and retail trade 104 15.1 3 2 1 1
Hotel and restaurants 1.7 34 15 12 3 9
Transport, and communication 46 4.7 8 8 0 0
Finance 3.9 27 10 14 4 16
Real estate & business activities 7.3 4.5 5 9 -4 16
Community, social & personal service 3 34 12 11 1 1
Public administration & defense 8.4 8.4 4 5 -1 1
Education 7.1 8.6 6 4 2 4
Health 3 4.2 13 10 3 9
Private household 0.7 10.9 16 3 13 169

Source: Data on GDP from Central Bureau of Statistics; data on employment from Namibia (2010b: 7).
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Computing the Spearman’s rank correlation coefficien the basis of doing business
indicators and FDI inflows into 14 SADC countriesx¢luding Seychelles) using 2006
UNCTAD data resulted in a coefficient of -0.024 ggesting the lack of a relationship
between FDI inflows and the doing business enviemmOne is therefore prompted to
agree with UNCTAD that, "The swing in attitudes th&®n such that expectations may have
become too high in terms of what TNCs can do. Wthikey can, indeed, contribute to the
development effort in many ways, the performancthefdomestic sector is typically much
more important," (UNCTAD 1999:11). The SADC Protbam Finance and Investment
raises concern about “...the low level of investmiatd the SADC, even though a number
of measures have been taken to improve the investemironment,” (page 26).

Interviews with key stakeholders during the cowséhe ILO mission to Namibia and
inputs at the stakeholders’ validation workshop 2829 June 2011 revealed that the
conventional macroeconomic framework proved inappate and ineffective in promoting
decent employment-rich growth for a number of reasocluding the following:

= |t focused on quantitative targets (budget deéinid inflation targeting) that restricted
fiscal space.

= |t treated social goals, including employment dogeés a residual to benefit from
‘trickle down’ and yet the link between growth agmhployment creation is not automatic.
» The development strategy was ineffectual as it§edwn all sectors and constraints
without targeting employment-intensive sectors tnedmost binding constraints.

= Policies were fragmented, incoherent, uncoordinatetinot fully implemented.

= Insufficient harmonization of the MTEF & NDPs.

= There was lack of a strategic industrial and inwestt policy framework.

= Growth was generated largely by capital-intensiweimy, and hence the absence of
employment growth.

= Growth was accompanied by growing income inequaliyamibia is the most unequal
country in the world.

= No integrative strategy for the informal economy.

= |n fact the policy framework remains hostile towsatde informal economy — stringent
local authority by-laws.

= The SMME sector remains disadvantaged without adzesapital due to stringent
lending practices, little access to capacity baildfe.g. training).

Notwithstanding the above, Namibia’s macroeconofnaamework is in a strong
position with fiscal space adequate to unleaskmsformative agenda, a fact recognized by
the Government (see for instance Namibia, 2010c 20@8b)*° According to the Fiscal
Policy Framework 2010/2011 to 2012/2013, this fisgace calls for ‘cautious optimism,’
(see Namibia, 2010c). Its savings and investmetibsraare already at a high level,
comparable to the East Asian tigers at the lauft¢hedr economic transformation. An added
advantage is that the balance sheets of the fiakimgtitutions remained strong and were
unscathed from the fall-out of the global finanaiakis owing to prudential regulation and
limited exposure (see Namibia, 2010c:2). With a Isrpapulation and relatively large

%Y This potential was also acknowledged by the Migist Finance officials during the course of the
ILO mission.
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resource$’ Namibia makes an interesting case for unleashinip@usive (shared) growth
path with sustainable levels of productive, de@md remunerative jobs. Bold steps need to
be taken to steer the economy from the currentsiamable enclave-type of development
that leaves behind the majority of its populatiés.the World Bank’s Growth Commission
Report of 2008 observes, there are no economichagacountries lagging behind can learn
from those that successfully transformed their eaties, and the world is replete with such
examples.

1.5 Skills shortages and mismatch between skills
supply and demand

The link between education and training, skillsn@iam capital) and economic progress
has long been acknowledged (see Becker, 1964).aidnand training therefore determine
the quality of human resources so essential fon@mic development and well-being. Apart
from its investment attributes, education is alemsumption good in that it allows its
recipient to be a better citizen who can contributwe effectively to democratic norms and
standards. The LFS of 2008 shows that Namibia's amumesource development is still
lagging behind with 13 percent of the populationyears and above having no education,
while 45.3 percent and 1.2 percent completed psiraad university education respectively.
A very small proportion of the population (0.7 pemt) completed post-graduate education.
This to some extent explains why the majority & #mployed persons are in elementary
occupations. There are no significant difference®ducational attainment by gender. As
expected, the proportion of those with no educaigohigher in rural areas (16.9 percent)
than in urban areas (7.7 percent), while the ptoporof those who completed senior
secondary education is higher in urban areas {@d&®&nt) than in rural areas (5.3 percent).

Most of the employed persons with no education I(52%rcent) and with primary
school education (27 percent) are in agricultutgjerthose with junior secondary education
(20.5 percent) are dominant in wholesale and rigtadle, repair of motor vehicles. Employed
persons with university education (23.5 percerg) rarinly in education, while those with
post-graduate training (23.5 percent) are concwmtrin health and social work. Those
employed with no education are dominant in elemgniaccupations (40.2 percent),
followed by those in skilled agriculture and fishaeworkers (24.9 percent) and craft and
trade workers (17 percent). Employed persons witmgry school education are mostly in
elementary occupations (35.7 percent), followedckaft and trade workers (21.8 percent).
Employed persons with post standard 10 educati@mupyc mostly occupations such as
technicians, professionals, legislators and senianagers. The majority of employed
persons in Namibia completed junior secondary etifuc#31.8 percent), followed by those
with senior secondary school (22.5 percent) anchgnmy school (22.2 percent). This trend
also applies in urban areas. However, in ruralsaremployed persons with primary school

2L Namibia has the following natural msces:diamonds, copper, uranium, gold, silver, lead, tin,
lithium, cadmium, tungsten, zinc, salt, hydropowish and suspected deposits of oil, coal, and iron
ore. Namibia’s rich alluvial diamond deposits make tlwurttry a primary source for gem-quality
diamonds. The country is the fourth-largest expoofenonfuel minerals in Africa, the world's fifth-
largest producer of uranium, and the producerrgel@uantities of lead, zinc, tin, silver, and tsieg.
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education are dominant (30.6 percent), followedhnse with junior secondary education
(29.2 percent). As stated earlier, unemploymesrédll with educational attainment.

There is remarkable consensus in Namibia thatss#tilbrtages abound. In the apt words
of the Namibian Employers’ Federation (NEF), “..stdlear that the issue of skills is a clear
and present strategic concern across various s€c{@010: 3). In the survey of skills
deficits by the Namibian Employers’ Federation, @& cent of respondents across sectors
agreed that Namibia is facing a skills shortage péfcent of whom considered the skills
shortage either severe or very severe. Seventyepeiadicated that critical vacancies
requiring specialist skills and expertise existadtheir organization, company or sector.
Asked whether the tertiary education and trainiegt@ was performing, 75 percent of the
responses were in the range of partially satisfeednostly dissatisfied, while 11 percent
indicated complete dissatisfaction and only sligintlore (14 percent) indicated in the range
of mostly satisfied to completely satisfied. On tledevance of the curricular offered by
tertiary institutions, 55 percent of the responaese in the range of partially relevant to
mostly irrelevant, while nine percent assessedkiiks training as completely irrelevant.

Of the respondents who had agreed that a skillaahm® exists, 64 percent indicated
that their organization or company had a strateskiitls development plan in place.
However, more than half (53 percent) of those wiated that they had an in-house skills
development initiative thought that it was only tily effective, while 35 percent stated
that they were mostly effective, with only nine gart of the view that their in-house
programme was really effective. Only 36 percenttlodé organizations or companies
involved in the survey provide bursaries to outgdeies (i.e. school-levers) to enable them
to obtain qualifications and skills they requiredrettably, the majority of those who agreed
that Namibia is in a skills shortage thought it Yebworsen in the next five years, while only
23 percent expressed optimism that the situatiandvinprove.

Interviews with key stakeholders, inputs from theltirstakeholders’ workshop of 28-
29 June 2011 and relevant literature point to thiewing challenges in the education and
training sector:

i. Problem of school drop outs and child labour.
ii. High failure rate.
iii. Absence of a pathways approach to education —wacademic focus.
iv. Weak vocational thrust in education — vocatiorahing treated as inferior and
stigmatized.
v. Reliance on imported skills.
vi. Mismatch between skills demanded and suppliedk-dacoordination between
providers of training and users of skills.
vii. Lack of entrepreneurial skills, especially amongtho
viii. Lack of qualified trainers.
ix. Not enough intelligence from industry to enablearete decision making.
X. Lack of quality in training and assessment.
Xi. Inferior training providers.
xii. Inadequate funding for training.
xiii. Lack of industrial exposure/ job attachment fordyrates.
xiv. Small VET training market.
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The disparity between skills imparted by the tmagniinstitutions and the skills
demanded by industry and commerce, and the ecombrfarge is also articulated in key
government policy documents (see Namibia, 2010e320

The Namibia Training Authority (NTA) was establishdy the gazetting of the
Vocational Education and Training Act, Act 1 in @2008, and is responsible for improving
the effectiveness and efficiency of the Vocatidadlication and Training (VET) in Namibia
by ensuring that VET programmes and services nfeetctirrent and emerging needs of
industry, business and the broader community. d@rdb which was appointed in 2009 is
stakeholder-based with employer and worker reptaten, and its mandate is to regulate
vocational training in Namibia and to fund it. lflMrain on the basis of national priorities
and funding will be drawn from a training levy wieosevel is yet to be determined.
Furthermore, the Ministry of Education introducdtk tEducation and Training Sector
Improvement Programme (ETSIP) to enhance the dpwedat of relevant and demanded
skills through the vocational training system.

1.6 Review of Existing Policies that Affect Employment

Through various policy frameworks, the governmeas hecognized the urgency of
creating employment, thereby reducing poverty.duldl appear that while the challenge and
urgency of creating jobs is acknowledged in théouer policy blueprints, this has remained
on paper, with little coordination amongst the eas policy frameworks. For instance,
employment targets were outlined in all the thre¢idthal Development Plans.

While the importance of a National Youth Servicadknowledged, there has not been
an evaluation of the programme to ascertain itsach@nd contribution. Furthermore, the
critical importance of demand-driven skills undee programme is widely recognized. With
respect to public works, the Government consuliey $takeholders for more than 2 years
(transport operators, engineers etc.) in develoffiegvhite paper on the labour-based works
programme. The White paper proposed expanding dbpesof the programme to involve
construction of canals, dams, piping etc. A pilablc works project was implemented in
1992, which was expanded to different regions Witiding from local and external sources.
The project involved local people in the identifioa, implementation and maintenance
works. The results in terms of employment creatimre impressive, with private small
contractors utilized in service provision.

While the Employment Policy of 1997 provided a coef@ensive approach to
employment creation, this was not integrated inteo policy frameworks, particularly so
the national development strategy, creating a késjre amongst them. In addition, the
absence of a proper consultative process, as wgelara effective implementation and
monitoring framework, limited the impact. As statdabve, the macroeconomic framework,
with its focus on inflation-targeting, neglectedcisb goals. This was compounded by an
investment policy that sought to create employmémbugh Export Processing Zones
(EPZs) by providing generous incentives, includilegible labour practices. The EPZ Act
of 1995 provided incentives that included a corpotax holiday and the Labour Act was
not applied in EPZs.

41



The outcome was such that investments were nouah as expected and the jobs that
were created were lower than expected. While 25j008 were expected to be created, by
1999 only 400 jobs had been realized and by 208 thvere 10,000 jobs accounting for 3.6
percent of all jobs. This avenue did not contritsitmificantly to job creation and retention,
especially after the closure of Ramatex, the larg#Z firm. In the event, despite the
recognition of the need to create jobs, the sibmatin the ground points to a worsening
employment scenario — this in the presence of drewteating a paradox.

NDP3 acknowledges the existence of this conjeatfiinproving growth rates against
worsening unemployment and underemployment (seeili@n2008b). It projects a GDP
growth rate of 5 percent per annum under the Basdalrowth Scenario with no policy
interventions (continuation with the status quol ame of 6.5 percent under a Higher
Growth Scenario with redoubled efforts, higher thia@m 5.3 percent achieved under NDP2
and the 3.5 percent of NDP1. Realizing the projestiunder the baseline and higher growth
scenarios would imply investments of N$76.3 billiand N$94.6 billion respectively over
the next five years. Given the inception of gloteadession, and considering that we are into
the 4" year of NDP3, these objectives may not be achieMasteover, the failure to link
employment policies with the development strategguced the plans to a declaration of
intent. Another issue that emerged is that pasicipsl targeted all sectors, without
prioritizing those that are more employment-inteasi

In 2004, Namibia adopted Vision 2030, which seeksréate a diversified, open market
economy, with a resource-based industrial sectaluéraddition) and commercial
agriculture, placing emphasis on skills developminargets to create 50,000 new jobs over
the next five years through increased support foallsand medium scale enterprises, an
objective that has not been achieved. Vision 2088 glaces emphasis on the need to reduce
inequality and move Namibia into the high humaneaii@gment category. It envisages a just,
moral, tolerant and safe society where marginadinas eliminated and equity between men
and women, the diverse ethnic groups and peoptifferent ages, interests and abilities is
achieved by 2030. The vision is based on partnessbétween government, communities
and civil society, different branches of governmewith the private sector, NGOs,
community-based organizations, and the internatiomamunity. One of its key goals is to
achieve full employment, defined as an unemploymetet of 2.3 percent by 2030.

Namibia’s Decent Work Country Programme, 2010-20b4erves that growth trends
in Namibia have not been inclusive and job-rich.tHerefore prioritizes employment
promotion, HIV/AIDS, social security and strengthmnsocial dialogue. The programme
also seeks to support UNDAF in achieving the gowenmt target of economic
diversification and eradicating poverty. On thestfipriority of employment promotion, the
programme identifies the need to develop an empdoynpolicy where employment is
mainstreamed in all national development framewairkd a national structure is established
to coordinate and monitor employment creation. Dieeent Work Programme document
recommends that an employment diagnostic analgsisbdertaken in order to ascertain and
verify the binding constraints / opportunities telusive and job-rich growth, the results of
which would inform the revision of the Employmertliey of 1997. It also puts an accent on
policy and programme coherence and harmonizatidh, alear links from national to local
government.
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Attention is also paid to the role of sustainalbiegprises (including cooperatives) in
creating productive and decent employment and henceurages government to implement
Recommendation 198 on job creation in SMEs and20@6 promotion of sustainable
enterprises guidelines. The development of a nationicrofinance policy is also raised
together with the need to revise the SMME policyntdude the informal economy, whose
integration is recommended. The strengthening nfdod and backward linkages and the
transition to formality are highlighted. The rolg ekills development in enhancing
employability, competitiveness of enterprises amclusiveness of growth is also flagged
out, as well as entrepreneurial development arfeeagbloyment targeting the youth, women
and people with disabilities and informal econorpgmtors. To achieve a better fit between
skills demand and supply, the need for collaborabbetween government and the private
sector is emphasized. In addition, it foreseesnt®d to finalize a National Action Plan on
Youth Employment. In terms of the transformativaeaficial strategy, the Decent Work
Programme document recommends the adoption ofcdalsbudget model’ as opposed to
continuation with the restrictive macroeconomiarieavork targeting inflation.

In the interviews with the key stakeholders dutting ILO mission, a consensus on the
need to change course and break with the growth that Namibia has pursued emerged.
Whether it was government officials, union leadardusiness representatives, the message
was unanimous that there is need for a pro-poaerdevork rich growth path anchored by
an employment-friendly macroeconomic framework. Witgovernment itself, whether in
the Ministry of Labour, Trade and Industry, Plamnidommission, Youth, or Finance, it was
commonly held that continuing with the status gsi@$sociated with a worsening scenario
that is not tenable. As stated by the National flajm Commission, “...Namibia now stands
at cross roads. We have got some key things wraeg the past 20 years, and we face
critical social and economic challenges that acerbated by the increasingly constrained
global environment. If we do not address theselehgés head on, we are likely to miss
some of the key targets of Vision 2030,” (Namitdi@10f: 2)**

A consensus is also emerging that issues of em@nyshould not be viewed as purely
labour market issues — they constitute a developnodrallenge that requires every
stakeholder and government agency to be involvesdh¢al contract), implying it is a cross-
cutting issue that requires coordination and hairadion amongst all players (see Namibia,
2010h). For instance, it was pointed out that whiléhe current context employment was
viewed as a labour issue, and yet productive andrdevork is associated with sustainable
enterprises, which lie outside the mandate of theitty of Labour. There appears to be a
consensus in Namibia that decent work is the best ww translate growth into sustained
poverty reduction. It was pointed out that in viefathis holistic and integrative approach to
issues of employment, the coordinating capacitytr@f Ministry of Labour should be
enhanced and that employment targets should bad@dlin the monitoring strategy. As

22 This need for a paradigm shift was well articullaly the Director General of the National Planning
Commission at the national Employment Creation Sitnanen he said, “...if we do not change our
strategies and continue to do things in the sam@praas before, we will not be able to meaningfully
reduce the unemployment rate in the near to medienm,” (see Namibia, 2010h: 2). President
Pohamba also highlighted these concerns in hiseaddit the National Employment Creation Summit
(see Namibia, 2010g).
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such, the National Employment Policy was envisagedbe a tool to mainstream
employment across all policies. Furthermore, thednt link the National Employment
Policy Framework with the macroeconomic and setgirategies as well as the budget was
highlighted. An inclusive Monitoring and Evaluatifamework was considered essential to
assess the extent of implementation and addressfidd constraints.

Probably the clearest evidence that unemploymest feached crisis proportions
requiring a coordinated approach is the convenihthe National Employment Creation
Summit on 38 of September 2010. This summit was spearheadeddskforce drawn from
various ministries to reflect the developmental amndti-dimensional nature of the scourge.
The background document to the Employment Cregfiommit prepared by the National
Planning Commission in collaboration with the Minjsof Labour acknowledges that to
realize the goals of Vision 2030, the economy loagrow at a much higher rate than trend
growth, and even what is targeted under Vision 2088e Namibia, 2010f). It also
recognizes that to achieve these goals, the typeaiomic growth must change — implying
a paradigm shift - since positive growth does nabwnatically translate to job creation and
poverty reduction. Higher sustainable rates of gnogould not be achieved partly because
“...our efforts have been spread too thinly,” (Naraib2010f: 2). The report recommends
paying more attention to the sectors with high ptigé for growth and job creation such as
tourism, transport and livestock and to deal whk binding constraints on growth and
employment creation such as lack of skills andcthet of doing business in order to achieve
rates of growth of at least seven percent per gear the next ten years. Certain broader
reforms involving education, skills and competesc&rengthening the delivery capacity of
the State, including enhanced performance manadgenaerd accountability; and
strengthening institutions are envisaged.

Significantly, the document calls for a Targetedteimention Programme for
Employment Creation (TIPEC) which is geared noy@ilreducing unemployment, but also
at stimulating economic growth and enhancing welfarlPEC is a fast-track programme
targeting resources to sectors with the highesivir@nd job creation potential. The key
premises of TIPEC, which will inform the way forwdaare to:

Support Vision 2030 and link to national developimgans.

Target economic and social sectors with the higjobstreation potential.

Be accompanied by broad reforms that enhance Namiloing-term competitiveness.
Adopt a more expansionary fiscal policy to ensutegaate funding for the programme.

Be collaborative, including participation of Govarent, private sector, labour and civil
society.

Be underpinned by a well-functioning monitoring asadaluation mechanism (see
Namibia, 2010f: 4-5).
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Given the low level of development of the privageter in Namibia, government is
therefore expected to provide equity finance tddgtart investment in growth enhancing
activities. The necessary investment required Hier proposed intervention is estimated at
N$2.4 billion (3 percent of GDP) over the next fiyears. Granted that implementation of
TIPEC will require more fiscal outla§sthat will have implications for the Government’s
fiscal rules, government proposes that the fisestraint be relaxed from a budget deficit of
3 percent in the medium term to a budget deficittex@eeding 7 percent over a five year
period?* Under the most likely scenario, debt from the lmiddgficit is expected to rise to
37.3 percent of GDP, and to 47.9 percent undeinteevention scenario by 2020.

While these ratios are above the debt rule of 26gm of GDP that the government
adopted and applied, they are way below the 60epématio under the SADC convergence
target on debt. In terms of debt service, it iScimated that the debt service to GDP ratio,
especially under the intervention scenario willlggyond the debt service rule of 3 percent.
The share of interest payments in government expeads projected to reach 10.6 percent
under the most likely scenario and 13.3 perceneutie intervention scenario in 2020.
While these ratios are slightly high relative te idealized ratio of around 10 percent, they
are however below 10 percent on average for theegiaml period (see Namibia, 2010f:12-
13). Additional fiscal space will be created thrbugxpenditure reprioritization and
switching. Furthermore, public-private partnerstapsl other means of sharing the burden of
development financing will be explored.

In addition, TIPEC will be subject to a strong nioning and evaluation mechanism
underpinned by the following key principles: acctlnility, transparency as well as negative
and positive incentives related to performance mament. The identified sectors to be
targeted over a five-year period (2011-2015) ineltrdnsport, tourism, livestock production,
while other sectors such as crop production, fighmining and manufacturing will not be
neglected. If the first three sectors enjoy motergion, and if sector specific and general
binding constraints are dealt with, it is estimattest the economy would grow at an average
rate of 6.9 percent during the next decade, antl themployment would decline to 12
percent by 2038 While the summit was organized by government,dizavback was that
discussions were also dominated by government,yingplinadequate buy-in by other
stakeholders.

% This issue was amplified in the Director Generfiltte National Planning Commission at the
Employment Summit as follows, “We can make a démtei scale up our resources in the pursuit of
employment creation. We can start to make a siganifi difference if we are prepared to take hard but
important decisions; and in the process make thessary sacrifices,” (see Namibia, 2010h: 2).

24 Under the intervention scenario, the budget deficprojected to deteriorate to an average of 7.2
percent of GDP.

5 This unemployment level is way above the 2.3 perpeojected under Vision 2030.
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Critically, two bills, the Employment Creation Béind the Employment Services Bill,
focusing on different issues have been developesdveier, the consultations around them
were not wide enough and they are still in drafirfo

1.7 Social Dialogue

Following decades of top-down approaches to devedmp, the international
community attributes the limited progress with emoic reforms to the lack of broad-based
participation and ownership of development prograsnin fact, the new aid architecture
based on the Paris Declaration of 2005 emphasizesrship of development programmes
based on stakeholder participation, an issue tla llas promoted since its inception in
1919% The first principal of the Paris Declaration remtto ‘ownership’, where it is the
primary responsibility of the partner country toemise leadership over its development
policies and strategies and to coordinate develapmetions. Under the second principle of
‘alignment’, donors undertake to base their suppomt partner countries’ national
development strategies and to be guided by thédarifiees and to use the systems and
procedures of their partners. Governments are ftveregequired to take the leadership,
consulting all key stakeholders to engender natiomaership. Countries such as South
Africa have taken the lead in establishing struegufor broad-based participation and
stakeholder consultations, ala, the National Ecaadbevelopment and Labour Council
(NEDLAC).

Social dialogue in Namibia is more developed attthmartite level where the Labour
Advisory Council (LAC) exists. However, LAC is onlgdvisory. Hence there exists in
Namibia scope for the strengthening of social djaéo There is also need to include
economic sectors and other key stakeholders it@atlial dialogue process (e.g. youth and
women) and to extend the scope of social dialogumacroeconomic and structural issues
affecting employment. Furthermore, there is scopestrengthening the capacity of the
social partners as identified in Namibia (2010&)ede social partners include the two trade
union federations, namely, the National Union ofmildan Workers (NUNW) affiliated
with the ruling party SWAPO and the independentd&raJnion Congress of Namibia
(TUCNA), and the Namibian Employers’ Federation BJE

Namibia has ratified 10 international conventiongjuding all the seven fundamental
human rights instruments of the ILO.

%6 |n fact, social dialogue is one of the four p#iaf the decent work agenda, alongside employment
creation, workers’ rights, and social protection.
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1.8 Social Protection

Social protection is a safety net that accommodéat$inancial needs of those who are
in employment and for those who are not in emplayimk focuses on the concept of risk
management, defined as consisting of a set of ubld private, formal and informal
measures that assist people to manage risks anichiménthe incidence and impact of
welfare losses that might lead to unacceptablendivitandard. Social protection is also
recognized as a human right as reflected in Adi@2 and 26 of the Universal Declaration
of Human Rights of the UN.

The existing grants in Namibia include social gsaffioster care, place of safety
allowance, child maintenance grant); disability mraold age pension; Workman'’s
Compensation; and Maternity leave, Sick leave apdtb benefits (MSD) Fund under the
Social Security Commission. While structures are place, the universal scheme is
exclusionary, with the programmes overlooking thed® are not able to make a living,
worsened by a lack of accessibility and affordabillhese issues have been highlighted in
the Basic Income Grant (BIG) initiativé.

While tripartite structures are in place, thesendd include and benefit the whole
population, particularly the rural poor. In additjoreliable information on vulnerable and
marginalized groups such as people with disalslitie lacking. Furthermore, social
protection services are fragmented and hence shmmulldoused under one roof. The MSD
Fund should also prioritize the informal sector asdsuch there should be an amendment to
include all employers (formal/informal) as benefibés.

1.9 Social Exclusion: The Case of the San People

Commissioned research on ‘The San in Namibia: AidiGeconomic Study’ for the
Office of the Prime Minister, Division San Develognt (see Arowolo, 2011) found that the
San are at the lowest level of the country’s dgumlent strata. They are largely dispersed
among the country’s major ethnic groups, compargh ather ethnic groups. The San are
therefore the most deprived in Namibia: they arerlyoeducated, lack adequate housing,
suffer from poor health and reproductive healtbustalue to food insecurity and poor access
to health services and facilities; they also suffierm widespread unemployment and

" The Namibian Tax Consortium (NAMTAX), a governmapipointed commission, first proposed the introiduct
of a Basic Income Grant in 2002 to deal with thghhievels of poverty and income inequality in NaiaibThe
current debate around BIG revolves around the malgdor a monthly cash grant of not less than NSHAB US$)
to be paid to every Namibian citizen as a citizeiglst. It is spearheaded by the BIG Coalition, ethwvas formed in
April 2005. The Coalition includes the Council oh@ches (CCN), the National Union of Namibian Waske
(NUNW), the umbrella body of the NGOs (NANGOF), thimbrella body of the AIDS organisations (NANASO),
the National Youth Service (NYC), the Church All@nfor Orphans (CAFO), the Legal Assistance CefitfeC)
and the Labour Resource and Research InstituteRDaRhe Secretariat of the Coalition is hostediwy Desk for
Social Development of the Evangelical Lutheran €hun the Republic of Namibia (ELCRN), which is pessible
for the day-to-day running of the campaign. Betw2608 and 2009, the BIG Coalition implemented ih& BIG
pilot project in the village of Otjivero in Namibia
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underemployment and are poorly rewarded for workedoUntil recently, they appear
sidelined; being poorly represented at local, negi@nd national levels of decision making.

While numerous interventions (legal, policy andgreanme) have been initiated by the
Government and development partners to addresddepéorable social, economic and
political conditions under which the San of Namibie, the impact of these interventions
remains minimal. The establishment of the San @imisvithin the Office of the Prime
Minister as an institutional mechanism for coordiimg the San Development Programme
(SDP) is an attempt by Government to address thaleciyes facing the San more
effectively. In fact, the SDP is an integral pafttbe Third National Development Plan
((NDP3) 2007/2008-2011/12, which recognizes the [@=oples, among others, as requiring
targeted programming against extreme poverty ameérotorms of relative deprivation.
Unfortunately, there has been poor coherence ardemglopment interventions in support
of the San communities in Namibia and hence the @®bkized with institutionalizing a
Coordination mechanism for the SDP under the DePptitye Minister.

2. EMERGING CONSENSUS ON SUSTAINABLE
AND INCLUSIVE RECOVERY PATHWAYS AT
THE LEVEL OF STRATEGIC THRUSTS

2.1 Strategic Objectives

On the basis of the foregoing analysis, and théemge from key stakeholders in
Namibia, the emerging key strategic objectives amiibia are to:

i.  Promote a holistic, integrated approach to pro-pgecent employment-rich growth.

ii.  Target employment-intensive sectors.

iii. Facilitate transition to decent work and formadityd the inclusion of disadvantaged
groups (women, youth and people with disabilitiag) the mainstream economy.

iv.  Enhance skills development and achieve a bettbefiteen labour supply and demand,
with a pathways approach to training to take cadiverse needs and interests.

v.  Promote and widen the scope for Social Dialoguadiude key stakeholders and
broader issues (including economic policies).

vi.  Adjust the Fiscal Policy Framework and Budget tilitate Pro-poor, Employment-
Rich Growth.
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2.2 Emerging Sustainable and Inclusive Recovery

Pathways

221

Holistic, integrated approach to pro-poor,

decent employment-rich growth

Hitherto, the macroeconomic framework treated dassaes, and employment creation
as a residual, focusing on growth and believing itsattainment will automatically result in
employment growth and poverty reduction. Furtheengolicies were incoherent, not well
coordinated. A typical case in point is the 1997pkyment Policy that was not integrated
into other policies. Furthermore, as rightly obsehby the UNDP,The economics of
growth and its relationship with development, irtigalar, require radical rethinking. A
vast theoretical and empirical literature almostifonmly equates economic growth with
development ... The central contention of the huneaeldpment approach, by contrast, is
that well-being is about much more than moneys @bout the possibilities that people have
to fulfill the life plans they have reason to cheand pursue. Thus, our call for a new
economics — an economics of human developmentwhich the objective is to further
human well-being and in which growth and other gieb are evaluated and pursued
vigorously insofar as they advance human developnrerthe short and long term,”
(2010:12)*

There is therefore a need to consciously integeatenomic and social objectives
upfront and ensure that social objectives are ndboslinate to narrow economic
imperatives. Critically, it is important to acknalge that people should be put at the centre
of development (human development), and decent whbduld be an overarching priority
across all macro and sector policies. This isria livith the Decent Work Agenda adopted at
the 87 Session of the International Labour Conferencd 989 and the Declaration on
Social Justice for a Fair Globalization adoptethat97" Session of the International Labour
Conference in June 2008. The Declaration placésifiadl productive employment and decent
work at the centre of economic and social polidiesed on the four equally important
strategic objectives of the ILO, through which Becent Work Agenda is expressed.

It recognizes two principles which define decentrkvqi) that all countries should
pursue policies based on the strategic objectivesnployment, social protection, social
dialogue and international standards and (ii) theognition of the indivisibility of these
objectives which the Declaration describes as piasable, interrelated and mutually
supportive,” (page 2). Hence the need for policherence for sustainable development
between social, environmental and economic objestithe need for a holistic, integrated
and balanced approach in support of decent woris. dffectively places employment at the
heart of economic policies and calls for new padhips with non-state actors. This
approach also recognizes that people are not dmdy ihtended beneficiaries of the
development process, but should also be its keyedri In which case the development
strategy should aim at achieving sustained ratefecént-rich growth, under conditions that

28 See UNDP (20108ummary: Human Development Report 2010, The Real WWéth of Nations:
Pathways to Human Development20" Anniversary Edition.
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enhance the integrability of marginalized sectord aulnerable groups (women, youth and
people living with disabilities).

In the case of Namibia, this entails the followkey interventions:

= Linking the employment policy framework to Natioizvelopment Plans and Vision
2030.

= Treating decent, productive and remunerative jabs eross- cutting issue.

= Support priority sectors in terms of employmenttign (including backward and
forward linkages) with a special focus on rural éagment

= Effective inter-ministerial and stakeholder coordion and participation.

= Facilitate transition to decent work and formality

2.2.2 Promoting redistribution

Redistribution of assets and building capabiligdasures that growth is broad-based and
that its benefits are more equitably shared. ThemAsxperience, where redistribution of
assets such as land was undertaken at the begiohthgir reforms, illustrates the potential
of such an exercise to unleash sustained, brosstitza®l pro-poor growth.

In the context of Namibia, some of the emergingiéssaround redistribution include
the need to:

i.  Explore the feasibility of extending social protentcoverage based on experiences

elsewhere, including a regulatory framework forigethous people.

ii.  Promote broad-based empowerment initiatives.

ii.  Address the capability deprivations of the pooinetable and marginalized groups
(women, youth and people living with disabilities)d sectors (informal and peasant).

iv.  Enhance productivity of resettled farmers.

v.  Promote off-farm employment opportunities.

vi.  Accelerate the land reform programme.

2.2.3 Targeting employment-intensive sectors

The emerging consensus is that agriculture (livddtdourism and environment, public
infrastructure, and fisheries should be targetedtlieir growth and employment creation
potential, while to some extend manufacturing aridimg should also be included (see
Namibia, 2010f). In agriculture, the largest neant potential is in the livestock. It is
estimated that by removing certain key constraimthat sector, the agricultural sector will
create an additional average growth of 1.46 perpentannum during the next 10 years.
Some of the key interventions include the remo¥dlush encroachment or invader bush in
commercial areas, effective disease control inh@ort communal areas, market access for
agricultural produce, and property rights reformcommunal areas where due to lack of
ownership of the land, financial institutions sHending to communal farmers for lack of
collateral.

50



The potential of the agricultural sector is immeaosesidering that out of the 83 million
hectares of land, about 68 million (81.9 percentxlassified as usable land. Of the 68
million hectares of land, about 26 million (38.2gant) is infested with bush encroachment.
Before the encroachment, the carrying capacitydséd@bout 1 cattle per 12 hectares, which
increased to 1 cattle to 20 hectares as a restheoéncroachment. It is estimated that by
controlling the bush encroachment, livestock prdidacin commercial areas would increase
by about 60 percent from the current levels. Furntioee, it is estimated that Namibia has
approximately 40,000 hectares that could be puéeuindgation. Currently, only about 9,000
hectares (22.5 percent) are under irrigation. Thee@ Scheme could put an additional
27,000 hectares under irrigation over a 15-yeapger

The tourism sector in Namibia is growing rapidly eddenced by its fourth rating
among the fastest growing countries in the wortids lestimated that for every 12 tourists
that visit the country, a permanent job is creasstj hence the need to double tourist
arrivals. In the event that this is done, it isjpeted that the sector will create an additional
average growth of 1.46 percent per annum, and ditiamhl 107,000 direct and indirect jobs
during the next decade (2010-2020). The key intdgioas to be implemented in the sector
include refocusing the tourism strategy from caigfior an exclusive small group of tourists
due to environmental concern to a blend of massndeite tourism with a strong domestic
component. In order to double the number of touasistvals by 2020, Namibia has to
upgrade some existing tourist infrastructure, idiolg the Hosea Kutako International
Airport, which currently does not have enough cé@gam handle more than one large
Boeing at the same time. In addition, cultural ismur could be explored, as well as
strengthening the linkages between the sector amintinities to foster community tourism.

The transport sector is expected to create 39,d0Bienal jobs and add 1.03 percent to
GDP per annum in an interventionist scenario. Fdoushe transport sector is on the
expansion of the Port of Walvis Bay and the inedated transport corridor, the Walvis Bay
Corridor which comprises the following transpordatiroutes: Trans Cunene, Trans Caprivi,
Trans Kalahari and Trans Oranje Corridors. Walhay port is considered the most efficient
and reliable port in SADC and SSA. Although thetgderoperating at near capacity, the
problem is that its rate of expansion and lackadiable road and rail infrastructure will
prevent it from becoming the preferred port of ante for the SADC region, yet it offers the
shortest access route for SADC to Europe and Amefibe potential is there since the port
is already linked by air, road and rail in Namibia.

Possibilities for employment creation in the trasrssector is also heightened by the
potential of road construction, service infrastumet (water and sewerage) and general
construction, which all can be developed using rahtabour — labour-intensive work. The
upgrade of the Port, road expansion and maintenanckrail infrastructure can have growth
and employment multiplier effects in Namibia and ®ADC region, especially by bringing
down the cost of transporting goods through WaBg&y. The current Medium Term
Expenditure Framework earmarked N$1.6 billion fablic infrastructure. The Ministry of
Works and Transport is to draft project implementaguidelines for Cabinet approval.

In terms of other sectors, improvement in basidtaton, the construction of low cost

housing, fisheries, and in particular value additiand promotion of aquaculture,
beneficiating minerals, and financial sector refertinat promote innovative and affordable
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financial products to achieve financial inclusiome aalso highlighted as critical to
employment creation.

To conclude, increased investment in infrastructli@vs promotion of direct, indirect
and induced employment, using a local resourceebapproach in both rural and urban
areas. Indeed, cross-sectoral and cross-ministéridgration can enhance impact
considerably. Further, a local resource-based agproan produce three to five times more
direct employment than conventional methods forlsraad medium-scale infrastructure. It
can also have a multiplier effect of about two tintiee direct jobs created and increase the
purchase of local goods and services by a facttret.

To ensure that the employment effect of infrastitetinvestments are optimized,
demand-side policies must be operationalized thralgsign and contracting, and supply-
side interventions made through training for emgapurs in appropriate technology options,
and managerial and operational requirements. Surchniegrated approach has to be
implemented at three levels.

Macro level: The government and social partners need to béstedsin the
development of Employment Impact Assessments (EdAgublic investment programmes
(PIPs). This requires a serious coordination effoetween key ministries to ensure
coherence, including the ministries of finance, npiag, labour, sectoral and local
government. EIA tools play an important role inilitating dialogue and decision-making
within governments and between governments, reprasees of employers and workers
and civil society. Legal barriers must be removeg@rocurement systems and procedures to
allow for local contractors’ and local resource uselelivering infrastructure programmes.
These programmes often represent an important ibotian to productive and social
development, and the creation of sustainable Gdedys in support of development and
adaptation processes.

Meso level There is a need for institutional development aagacity-building of the
government at both the centralized and decentrhlizeels. Private sector and civil society
are key features to guarantee the successful ingpition of employment-intensive public
investment programmes. Networking local trainingstimtions, technical colleges,
universities, as well as development agencies agmal institutions into communities of
practice facilitates access to appropriate knowdeglyd technology transfers. Organization-
building with workers and entrepreneurs is a ciluei@ment of vibrant public-private
partnerships enhancing local ownership that geeerdiversified opportunities for job
creation.

29| ocal resource-based approach means that an dptimaf locally available inputs in terms of lalmunaterials,
equipment and tools is searched for including ttoeeiased use of local actors for design and impiéatien such
as local SMEs (consultancy firms and small-scalgreators) and community-based organizations (CBOSs)
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Project level Local partners (governments, communities) neeceoassisted to
implement projects with an optimum number of prdokgc quality jobs. Local-level
planning and contracting methodologies (e.g. irdegt rural accessibility planning
(IRAP)* private sector and community contracting) fadiis|a organization and
participation, and helps to ensure targeting ofaistfucture investments towards better
impact and improved governance, transparency acouatability. Technology options will
have to be introduced and analysed to increase ogmeht intensity and productivity.
Rigorous monitoring and evaluation systems are lgquital to determine injections into the
local economy, employment created and identifyiagddiciaries.

2.2.4 Transition to formality and decent work

Curbing the spread of informality in Namibia medfirst, and foremost, making
employment a central concern of economic and sqmidities, promoting employment-
friendly macroeconomic frameworks and supportinodpictive sectors of the economy with
high employment multipliers. Considering the labmarket situation in Namibia, exit from
informality should be treated as a long-term peSpe, associated with other
transformations of the real economy, whose complayaes far beyond the formal-informal
dichotomy.

The policy challenge is to move from job creation the informal economy to
significantly upgrading the scope and pace of angadecent work opportunities across the
economy. In African countries, macroeconomic aradaal strategies are equally important
as for the informal self-employed, the domestic katis the primary source of demand for
goods and services. Therefore, barriers to marketss and/or insufficient local demand
will limit the ability of these individuals to rdak income from their productive efforts.
Relaxing other constraints — e.g. improving acdegsroductive assets — may have limited
impact when limited market access and insufficaerhand are significant obstacles.

The policy framework should support improvementsthie quality of employment.
Possibilities for raising the quality of employmeportunities are often constrained by low
productivity and/or the inability of workers to dape the benefits of productivity
improvements. Finally, workers must enjoy suffi¢ciesonomic mobility to take advantage
of new and better opportunities when they beconadable. Barriers to mobility — including
labour market segmentation — limit the redistribeitimpact of an employment-centred
development strategy.

To facilitate transition to formality and decent nkothere is no universal policy
framework to implement but a set of multidimensigralicies which can be combined in an
integrated policy framework and adapted to eackifipecountry labour market context.
Policies should target simultaneously 3 objectives:

30 |RAP is a tool developed by the ILO to facilitateral accessibility interventions as an integraft e rural
development focusing on mobility and location ofvgges to meet multiple access needs of rural conities. It
particularly enables gender-balanced participadmiy transparent problem analysis and solution gssse
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1

. Promoting formal employment:

Pro-employment macroeconomic policies.
Pro-employment sectoral policies with a specialifoon sustainable MSMEs

development with a particular focus on women eméegurs.

2.

Reducing informal employment:

Reducing the cost of the transition to formalitye&ting an enabling policy and
regulatory environment that reduces, both at ttiemal and local levels, the barriers to
formalization while protecting workers’ rights. Maaes for encouraging the
formalization of informal enterprises need to addré) The factors hindering their
growth (productivity, skills, access to resourced markets) and ii) The costs of
formalization which discourage their participatiorformal societal institutions.
Increasing the benefits of being formal: Promotingreater awareness of the benefits and
protection that come with formalization by provigiBusiness Development Services for
MSMEs, foster the productive development of MSMEddzilitating their access to the
market, productive resources, credit programmesiedisas training and promotional
programmes to up-grade informal economy unitsalsd fostering linkages between
enterprises of different sizes in value chains@uosters to improve market access,
Increasing the cost of being informal: The strategged on reducing the cost of the
transition to formality and increasing the bendfitbeing formal should go hand in hand
with increasing the cost of being informal. Coredar rights and standards are non-
negotiable minima, with non-compliance being sufdjecon-discretionary punishment.
But there is space for a pragmatic approach adatgus are more likely to be effective
when there are different options available to exddaws. It requires both: i) Innovations
in workplace inspection and ii) advice, disputeleatent and promotion of collective
organization and action as well as training progres that target informal enterprises
which need to be sensitized to the need of impgemployment and working
conditions.

. Increasing decent work in the informal economy

= Developing a minimum social protection floor fol. al

» Implementing a minimum wage and health and safetgritives.

» Organizing workers from the informal economy andamaging informal enterprises to
join together in production conglomerates or coapees.

= Supporting the development of Social Economy Emisgp and Organizations.

States should search for innovative forms of refgpiabased more on “carrot and

stick” approaches rather than “command and contmBvoid unnecessary rigidity. Indeed,
some of the more effective innovative regulatonprapches have succeeded precisely
because they have been inclusive and participatdheir design and implementation. Three
different regulatory techniques may prove partidul&uitful: i) Education, information and
social dialogue, ii) Provision of financial subsgiand other incentives and iii) Innovative
procedural regulation. The State should use sweidl@range of regulatory and enforcement
techniques to achieve its policy goals. Approprieggulatory systems can, and should
include hybrid strategiesusing both governmental and non-governmentalrsicémd ii) be
multi-facetedusing a number of different strategies simultaiség and may bandirect
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In addition, one of the promising paths in Namitwafacilitate transition to formality
and decent work is the development of the soci@nemy”. From an institutional
perspectiv¥, the social economy covers cooperatives, mutuafitesocieties, associations
(including collective associative forms of entramrarship), social enterprises and
foundations. However, this definition cannot berded sufficient for understanding and
appreciating the diversity of Social Economy Entisgs and Organizations (SEEOs) as it
does not specify the inclusive features of SEEOS number of characteristics, values and
principles are inclusive to the social economy aehdracteristic to most SEEOs. SEEOs are
essentially ruled by the stakeholder principle —contrast to the shareholder principle.
SEEOs put people and their surrounding communiggther than financial profit
maximization, at the centre of their activities.EXES do not primarily pursue the goal to
maximize financial profits, but aim to create babonomic and social benefit. Another
characteristic of SEEOs is that they do businesstliey have a commercial activity. All
institutional components of the social economy. (G@operatives, mutual benefit societies,
associations and community-based organizationsalsesterprises and foundations) share
inclusive — and sometimes common, featifreSouth Africa has experienced many
successful initiatives in the field of social econodevelopment and a lot can be learnt from
those good practices and appropriate institutiasling.

The transition from the informal to the formal eooty requires that Namibia adopts a
continuous learning attitude, as there are somenpbes worth imitating in the region and
beyond. It is also interesting to note that theurmtand scope of challenges faced by the
informal economy are not unique to Namibia alona: &ample, similar challenges have
been observed in South Africa.

= Financing and credit.

= Infrastructure and service provision.

= Training.

= Urban management.

= Expanding business linkages and development thrsulgkcontracting.

The above confirm, perhaps, the universal natureghef main challenges faced by
African informal economies, which calls for almaesghilar strategies, which, of course, have
to be adapted to suit the specific local conditiand contexts. The suggested strategies for
the transition of the informal economy into thenfigd economy are also in line with the ILO

3110, (2009d):

%2 This categorization in defining the SSE betwedagal and institutional approach and a normative
approach was initially developed in Defourny, Désed & Fonteneau (2000)

3 The inclusive features of SEEOs should be consilas the most salient limits between SEEOs
and non-SEEOs. These limits are drawing the bouieslaf SEEOs.

% The social economy covers a varied array of omgiuns, then we could hardly define an

exhaustive list of social economy organizationg)samuently as long as organizations are fulfilling
the essence of these features, they can be coedidsbelonging to the social economy.
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informal strategy, which again confirms the uniatreature of the challenges of, and
possible solutions to, the informal economy. Namikhould use the ILO model as a
checklist in order to benchmark the implementatibthe above recommendations aimed at
transforming the informal economy for the sociofemmic development of the country.

Assisting Namibia’s informal sector to transforntoithe formal state requires different
kinds of commitment from a variety of stakeholdéerbere is therefore an urgent need to
developan informal economy development strategy. Such a strategy will be a national
project which will require not only the politicalily but a considerable financial investment
over a period of time. This is because the cha#lengnd constraints facing the informal
sector operators are numerous and will requiredifft strategies. Some strategies should be
directed towards the personal development of operaind workers while others will be
more infrastructural and financial in nature. lderto do that, the following interventions in
order of urgency are recommentfed

Needs assessment exercise

Before any appropriate intervention is attemptéére is need for nation-wide
research to be conducted to ascertain the neebtlmamibia’s informal sector. The
assessment should focus on providing recent statisegarding the number of
people involved in the informal sector, includingeoators and workers. The last
nation-wide study conducted on the informal seatoNamibia was in 2001. It is
therefore recommended that the Ministry of Tradd &rdustry, together with the
Ministry of Labour and Social Welfare, conductseets assessment. Based on the
identified needs, appropriate interventions, takirtg account gender, age and other
factors such as rural/urban aspects can be designed

Development of capacity building programmes

As indicated earlier, informal operators and woskportray different kinds of skills
deficits. Identifying and meeting training needssimportant area of intervention to assist
with the transition to the formal economy. There d@sneed for structured training
programmes that target the needs of those in tloenial economy. Such training should
cover issues such as pricing and costing, lab@islétion, employment contracts and basic
bookkeeping. What should be taken into considamaisonot necessarily how much more
money can be made in the short term, but shouldalsed on what skills can be acquired
through training programmes that can assist pateatid successful business owners in
growing their respective businesses. A cohereirtitiga strategy will be able to groom those
in the informal economy and prepare them for pregjan towards the formal economy.

% The policy recommendations stressed in this seat@mme from a Labour Resource and Research
Institute (LaRRI) paper commissioned by the ILO:RR4, 2011, Namibia’'s informal economy:
possibilities for transition?.
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In addition to the basic training courses suchamputer skills training, bookkeeping
etc. informal operators need to be educated abfmutNtamibian economic environment.
Skills such as operational business managemens,sgiofessional business conduct and
leadership could be acquired throwghll-structured mentorship programmes

The abovementioned training courses will ensurevellof skills that is needed for
formal sector jobs. Enhanced skills can enable jekekers to secure some form of
employment and also enable graduates to becomd-staéd employers.Those who are
trained become artisans or start their own busiesssthus creating work for others’
(Interview with Mr. Mberirwa, 21/04/2011).

There are already several Namibian organizatioas ghovide technical, managerial,
financial and other forms of assistance to SMEshsag the Joint Consultative Council
(JCC), NISA, the Development Bank of Namibia andESMCompete. These organizations
are well-placed to work with government and infofreactor operators to deal with the
operational challenges informal sector operatodseanployees faces. Vocational training is
therefore an importarstep in the process of formalization.

Special targeting strategies should be devisedhwhar instance, take cognizance of
workers' insecurity due to the lack of employmemteacts, low educational levels, and the
rather informal labour relations atmosphere thatvails in this sector. The targeting and
servicing of workers in this sector should not jostturned into one of the many government
activities but there should be specially designedg@ammes whose progress can be
monitored and reviewed regularly.
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Relaxation of registration requirements

Incentives to entice small businesses to registiéh @ local, regional or national
authority should be considered as a possible giratepave the way towards formalization.
Informal business owners are likely to be willimgrégister if there are benefits to be gained.
Incentives for voluntary registration could inclydeter alia, access to free management and
technical courses. In addition, taxation and regfistn requirements should be simplified
and all bureaucratic procedures avoided in viewaoctommodating informal sector
operators. In the absence of such incentives, imdbeconomy operators believe they have
little to gain from a transition towards the forneglonomy. As pointed out by Albius Mwiya
from the Ministry of Labour and Social Welfatiejs not enough to just provide finance to
informal economy businesses and then leave thahetoown devises. Instead, there is a
need for ongoing support and incentives to asdigimt to grow and become formal
businessefinterview, date 15 April 2011).

The Ministry of Trade and Industry should also Wyddisseminate information about
registration procedures and requirements in ordetigpel misconceptions that may exist
among informal operators about the complexities @disddvantages of registration. While
the Ministry of Trade and Industry has a bookletcmmpany registration in Namibia, for
example, they should use other media to dissemthateame information as well as make
translations into local languages. The transitiot ithe formal economy could start, for
example, with informal traders being encouragedatguire defensive names for their
businesses or registering as Close Corporationh, aviview of growing ultimately into a
Proprietary limited (Pty Ltd) firms.

Access to capital and other equipments

Informal economy operators have different needs Tost mentioned need is of
financial support. However, others need accesadtofs of production such as land and
assets (such as machines§upport to be provided must include basic busirseggport
through the DBN'’s business development and supgpepartment, which provides loans
directly or through intermediariegInterview with Dr. Humavindu, 21/04/2011).

Bridging finance, microfinance, savings and credischemeghat arepro-poor growth
and support are also essential tools in the pramfefssmalization. These could facilitate the
eligibility of informal entrepreneurs for public gmurement. These measures, coupled with
vocational and informal economy-specific trainiage an immediate response to the needs
of those in the sector. Thus, working capital cedphith business development and training
could be the best strategy to ensure overall grawthis economic sector.

Land or sufficient operating space:Many small businesses continue operating from
backyards as they cannot find suitable premises eannot afford them. In most cases,
informal markets are located away from the CenBasiness District (CBD) which is a
potential magnet for bustling business activiti€§hese centres currently follow an
‘incubation approach’ where emerging entreprenecas use the facilities for two or three
years and are then expected to vacate them. Faymi@ne question “where to next?”
becomes a huge challenge. SMEs Compete thereflogtead a different approach as it
encourages the tenants operating their businességt¢ome owners so they buy their units
and become the owners of their operating spaceheyTcan then even use that asset as
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collateral for future borrowings needed to expahéd business(Interview with D. Meyer,
19/04/2011).

Facilitation of joint-venture capital investments
between local direct investors and foreign direct
investors

Namibia’s macroeconomic environment is currentlsirgel towards large, formal sector
companies, which were regarded as the engine oftigrdnvestment policies such as the
Foreign Investment Act of 1991 and the Export Pssitey Zones Act of 1995 served to
create favorable investment conditions for fordigms. Thus far, Namibia has not achieved
its stated goals of sustainable economic growthresed employment; increased smart
partnerships and private sector development (Nand08b:50). Moreover, the extremely
high level of inequality in Namibia is a major chade as there is a close link between
income distribution and poverty, efficient growthdasustainable development. Poverty
reduction has to be achieved primarily by providingre opportunities to the previously
economically disadvantaged groups by expandingsadteincome generating activities The
goal of equality is closely linked to the creatiohadditional employment and increased
labour force participation in the economy (ibidd03).

If we are to address the above-mentioned challengen the macroeconomic
environment of Namibia needs to be rearrangedringef policy and practice in favor of
Namibian small businesses both in the informal fenchal sector. Incentives in line with an
industrialization strategy should be a priorityterms of job creation and enabling small
businesses to become part of the formal economy.

It is important to point out that liberalized ecaomes and fierce competition may
undermine the development and growth of SMEs inti@dar and prevent their
transformation into formalized businesses. TheutBdcast Asian Tigers’, for example,
advanced their economic growth on the basis oé staérventions in the economy, coupled
with systematic support and protection for locampanies. This only changed gradually
once local companies (many of which started ouSkes) had grown and were firmly
established and able to survive international cditipe. Such an approach may hold
relevant lessons for Namibia since domestic mar&egsdominated by imports in virtually
all sectors. Retail, banking, mining and fishirfgr example, are almost completely
dominated by transnational corporations (TNCs). Mé&ts manufacturing sector remained
very small despite the various attempts to kicktstacal processing through Export
Processing Zones (EPZs) and other incentives fosflgnforeign) investors (Jauch, 2010).

The potentially damaging impact of free trade ageanents and foreign competition in
Namibia was highlighted by two specific cases icerg years. One was the proposed free
trade agreement between the EU and the ACP cosiatnié the other one was the impact of
Chinese retailers, particularly in Northern Namibi&frican trade analysts such as Wallie
Roux, Yash Tandon and Dot Keet as well as the Minisf Trade and Industry, Dr Hage
Geingob, have repeatedly alluded to the dangerthefproposed Economic Partnership
Agreements (EPASs) for development prospects in gémad Africa’s emerging industries
in particular (ibid).
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Liberal access for imported goods and services amiian markets is likely to
undermine small and emerging business chancescoess. A recent study into Chinese
investments in Namibia, for example, found thate welcoming attitude towards Chinese
investments that seemed prevalent amongst Namjiméticians and government officials
was not shared by Namibia’s small traders. Thewtedi out that Chinese businesses were
now even threatening the small subsistence homasirids trading in ‘kapana’ (roasted
meat) and ‘fat cakes’. As a result, a group ofigadous business people in Northern
Namibia publicly voiced their outrage over what ythiermed unfair competition from
Chinese traders. An ‘Anti-Chinese Group’ was fornaad called on government to protect
local businesses. They pointed out that the Chimesrchants have an advantage because
they source their goods directly from China. Theugp demanded that Chinese merchants
should be restricted to operating warehouses frowraviocal businesses could buy (ibid).

Establishment of a venture capital fund

Venture capital is another critical aspect of bassdevelopment and formalization.
Operators in the informal economy usually lack filmeds necessary to keep their operations
going and to expand them. It is through some ventapital funding that those who have
graduated and received assistance can adapt andigiv businesses. The lack of sufficient
venture capital has been a stumbling block forehato wish to partake in the transition
from informality to formality. This intervention ismportant because it guarantees the
bankability of the businessesVeéenture capital provides business operators withftinding
for equipment and working capital needed for bussngrowth and formalizatiorfinterview
with D. Meyer, 19/04/2011). Therefore the settipgafi a venture capital fund would ensure
that all businesses are provided with the necesassistance to successfully grow (and
formalize) their operations.

Informal sector specific financing

There is a need for microfinance institutions tovile saving and credit facilities to
those who do not have access to commercial bamislddicrofinance Institutions (MFIs)
should be seen as a tool for the poor to be ablenjoy the benefits of breaking out of
poverty. This will assist informal businesses t@rcome the financial and developmental
obstacles that come with not being able to acaeshtdrom financial institutions.

Microfinance provision should be tailor made spealfy for those in the informal
economy in mind:Traditional microfinance institutions such as NGQ@FIs or SACCOS are
designed to serve the rural and poor people wittemaess to commercial bank loans. Their
delivering method is such that a credit officerl\wéve to visit the home, or workplace of the
borrower to assess his or her own creditworthind®spayment is enforced through peer
pressure as well as follow up visits to the resiiddémplace of the borrower. Against this
background it can be concluded that MFIs are nedddil the identified credit and savings
gaps of the rural and poor people in Namibjdushendami et al, 2004:7).

Changes in tender and procurement policies and
practices

There are many graduates from vocational trainiegtres in Namibia who roam the
streets on a daily basis in search of employmenésé& graduates should be able to create
jobs for themselves and others. Many are able tkentebles, chairs, beds etc. These are all
goods that are used by government in many wayteddsof importing chairs and desks to
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provide to schools, Namibian VTC graduates shoelgtoducing them and government and
other organizations should be procuring them foala@onsumption. The large size of the
government procurement budget should thereforenbim@ntive to create bigger linkages
within the economy. It is imperative to create théekages through deliberate regulations
and incentives:Linking larger businesses with informal operataas a precondition for
obtaining government tenders will create backwartkdges and help smaller suppliers
grow. Such linkages should be geared towards rif@rmal economy(Interview with Dr.
Humavindu, 21/04/2011).

It is important to nurture such linkages to enstita small-scale producers benefit
from government procurement and in the processeass their business capacity and
employment. Linkages to larger formal firms wiisult in increased local production and
economic growth. When tenders are given to SMEs tanentrepreneurs in the informal
economy there is a contractual relationship fomthe prove that they have the necessary
working capital. The government allocates tendasthe working capital provided by DBN
is meant to enable SMEs and other non-formal opesab become eligible for tenders, or at
least to enter into a sub-contracting arrangement.

On the other hand, the introduction of quotas &taiters (as happened in recent years)
to source a certain percentage of their goods ljooay hold great benefits for Namibian
producers and could be targeted at the informalosexs well. Linkages between local
producers to retailers through the creation of lleegpply chains could well be achieved
through such interventions which target the supgiyl demand side at the same time.
Likewise, government procurement like army and sthmiforms, school furniture etc.
could be deliberately sourced from local SMEs akeléberate developmental intervention.
Promotion of local production by expanding quotasiécally produced goods for retailers
and government should facilitate access to matfleetsmall scale producers. Furthermore,
the formal sector should be required to supporirtffemal sector through procurement. For
instance, if we know how many transport companigsrate in the informal sector and of
what nature, then we will be able to encourage driggpmpanies to make use of their
services.

Active labour market policy measures influencing tuality of labour supply and
enhancing demand are a critical component of swthategy as follows:

1)  Employability
Innovative, gender-sensitive training and skillsvalepment programmes, such as
apprenticeship programmes, mentorship, businesabators, promoting a culture of

entrepreneurship, etc

Vocational training programmes designed and imptest in partnership with the
private sector

Basic education programmes for school dropouts.

i) Employment creation

SME and cooperatives promotion and development
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Labour-based public works
Business linkages
Self-employment programmes

Service provision in fields such as HIV/AIDS, wastanagement and environmental
protection, through public/private partnership

Community-based service provision such as accasscto-credit.

iii) Equal Opportunity

Promoting the employment of young women and masasting youth as a priority in
programmes.

Programmes targeting people with disabilities atietlovulnerable groups such as the
San people (see ILO, 2005).

2.2.5 Enhancing skills development and achieving a
better fit between labour supply and demand

The dearth of relevant skills and the lack of fitdeen labour demand and supply is a
serious development challenge in Namibia. The mecggeforms have to transcend all the
levels of education, from Early Childhood Educatiortertiary education. As emphasized in
the World Fit For Children (WFFC), every child sltebbe afforded the best possible start in
life; having access to education and the oppostunitdevelop individual capacity in a safe
and supportive environment. Target 5 of the WFF@d$i countries to develop and
implement national Early Childhood Development gie and programmes to enhance
children’s physical, social, emotional, spirituabecognitive development.

At the level of primary and secondary educatiorrehis need to arrest the school drop
outs, develop a pathways approach that takes otouat the different needs and aptitudes
of pupils. The current academic bias in the edonasiystem results in so many children
leaving school with few career options. Relatedhis is the need for career guidance and
counseling services to be strengthened in schools.

In Namibia, as in many other African countries,réhare necessary steps to take to
reduce the prevalent high levels of youth unempkynand underemployment. They aim at:
i) offsetting the mismatch of technical skills amgoyouth which entails facilitating access to
vocational training, ii) creating an enabling eoviment for the development and expansion
of a competitive job training sector, iii) providjreffective active labour market programmes
to unemployed or underemployed youth and youtlmdjvin isolated areas, iv) developing the
potential of informal apprenticeships, and v) sgthiening TVET institutional capabilities.
Whereas vocational education and training focusaigslynon meeting the skills needs of the
formal economy, going forward, there is need ineltloe non-formal sector as well. It may
involve workplace training schemes, the creationimmprovement of apprenticeships
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Vii.

systems, the promotion of subsidized training paiognes that provide financial incentives
to employers for in-service training and the delwef entrepreneurship skills training for
youth seeking self-employment opportunities. Atedassue raised is the need to establish a
National Productivity Centre in Namibia.

This set of policy priorities relates to the capatd provide training in more advanced
technologies and theoretical knowledge, to imprtnequality of training and effectiveness,
to establish links with the formal training systeamd to formally recognize and certify
training while strengthening incentives to partatgin apprenticeship training. They focus
on the needs of the productive sector and delranihg in the corresponding demanded
skills.

Another key issue is the portability of informal rkkers’ skills. Indeed, portability of
skills enhances the employability of workers andlitates their access to more productive
jobs in the formal economy. It requires that the skills of workers are recagdi in the
labour market. But skills gained through experierticgning on the job, or apprenticeship in
the informal economy, are usually not recognizefbimal labour markets. Namibia needs
to build institutions and develop mechanisms tlsaeas the skills and competencies workers
have acquired, validate them through certificate$ @nsure their recognition. Furthermore,
recognition of skills and certificates requiresttttee mechanisms and institutions to assess
and certify skills are transparent, consistentemedible. Benin, Ghana, South Africa and the
United Republic of Tanzania provide interestingragies of recognition of prior learning.
Assessment and certification of skills and pricarténg also help informal workers have
their skills and competencies recognized by then&brtraining system, which facilitates
access to continuous training, skills upgrading lgatbng learning.

Meanwhile, the promotion of youth entrepreneurstipuld be increasingly seen as an
important means of creating employment. However,og@mmes to promote
entrepreneurship as a career path for young pewsd to be carefully planned and long
term; entrepreneurship is both demanding and imtigresky, particularly for young people
who are already passing through a tenuous and nalilestransition in life, while at the same
time generally having accrued limited life expederand material assets. This can be seen in
the fact that many youth are pushed into self-eymplnt by necessity rather than by choice
and are often found struggling in the informal emog.

To conclude with respect to vocational educatiod #&mining, the following issues
emerged as priorities:

Operationalizing the Namibia Training Authority.

Promoting stakeholder dialogue on national traimegds.

Undertaking manpower audits (national and sectoral)

Promoting vocational training and a pathways apgrda education and training.

. Strengthening of career guidance and counselingstitutions of learning.

Promoting smart partnerships: public — privatenenghips in education and training.
Promoting youth entrepreneurship.

% L0 (2007)
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viii. Promoting public-private partnerships.
ix. Linking training to priority areas for employment.
X. Better coordination amongst training providersustdy as well as other stakeholders.
xi. Greater focus on job attachment and/ or appretttipes
xii. Bridging courses for persons with low literacy angneracy skills, especially those with
working experience.
xiii. Skills upgrading of persons employed in industry.
xiv. Introduction of Recognition of Prior Learning (RPL)
Xv. Making training system flexible enough to respomittmediate industry needs.
xvi. Engaging short term experts to bridge any shortogmin trainer capacity as Namibian
trainers are capacitated.
xvii. Early forecast of Namibian industry skills needsl ameation of strategies to respond to
this- especially with emerging industries.
xviii. Promoting modular pattern of training, includingtdfeation.
xix. Introduce flexible training models to suit all gles
xX. Increasing access to marginalized persons.
xxi. Increasing awareness of HIV/ AIDS, gender equalitgl other social issues.

2.2.6  Social Dialogue
Going forward, the key highlights with respect teial dialogue are as follows:

i. Creating a national framework for social dialoghatts inclusive along the lines of
NEDLAC in South Africa, or Economic and Social Coiisimplemented in other
countries.

ii. Broadening participation to cover all key stakekodd including youth.

iii. Extending coverage beyond labour market issuesfiect the development agenda.
iv. Building the capacity of social partners.

2.2.7 Financing a job-rich Growth: Fiscal Space for
Sustainable Human Development.

Conventional approaches to fiscal space define tha availability of budgetary room
to provide resources for desired purposes withawjudicing government’s financial
position or solvency. However, a developmental apgh sees fiscal space as concrete
policy actions to enhance domestic resource mabitin, and the reforms necessary to
secure the enabling governance, institutional aati@mic environment for these policies to
be effective [see Roy and Heuty (ed)09].

A critical question is how governments can spendugh to meet their poverty
alleviation goals without generating macroeconoimgtability, thereby undermining the
preconditions for sustainable growth and povertyduotion. Therefore, within a
developmental context, the ‘fiscal space’ concepreésents the recognition of a conflict
between the desire to use the state to uplift as/maople as possible out of poverty and the
need for prudent economic management.

In the restrictive traditional framework, fiscal pansion is only allowed where
solvency is improved and macroeconomic stabilitgustained. By focusing on short-term
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macroeconomic stability, conventional approachesiscal space fail to address the link
between fiscal policy and growth. In this contgdlicy makers resolve the tension between
securing fiduciary and developmental outcomes bkimgaone payback (developmental)
contingent upon satisfactory fulfiiment of the atliiduciary). In the event, developmental
expenditures (e.g. on infrastructure, health andcatibn) suffer, yet no country has

sustained rapid growth without achieving high ratéspublic investment, especially in

infrastructure, education, and health. Moreoveg, ridationship between public and private
investment is complementary, hence cuts in puliliee$tment are not compensated by
private investment. In fact, public investment cdawn private investment. In this regard, in
the context of conventional approaches to fiscalcep the short term acts as a binding
constraint on the long-term as the positive endogsereffects of spending in developmental
activities such as public investment on solvenay stability are ignored.

In this regard, fiscal strategies that complemeniad and economic policies to secure a
development thrust that is transformational requireleparture from conventional fiscal
planning. The sustainability of policies to creditcal space’ therefore depends on what the
fiscal space is used for. An economy’s future stred revenues will depend on whether it
remains trapped in poverty or it unlocks a new ldgyitim, implying fiscal plans that may
appear unsustainable become sustainable once tike hetween fiscal policy and
development are explicitly included in the calcgas. This highlights the importance of
widening the ‘fiscal space’ available to developawintries to promote appropriate modes
of domestic accumulation by scaling up public inrent. Conventional approaches often
miss the fact that social goals are not only endbémselves, but are also capital inputs, the
very means to productive life, economic growth amther development. Simply put, capital
accumulation refers to the ability of a nation teegup current consumption for investment
in physical and human capital for future benefiefibit financing is sustainable when the
spending is targeted at expenditures with a long-feayback that generates future streams
of revenues to at least repay the debt.

A fiscal rule that makes a distinction between entrand capital expenditures will
ensure that fiscal restraint does not discouragethrin the aggregate public capital stock
(public sector capital formation). In such a cabke,current budget deficit/surplus is viewed
as the logical indicator to use, with a zero curgficit an important long-term policy target
for fiscal responsibility. This is then treated asion-negotiable requirement for a prudent
long-term fiscal policy. Notwithstanding the abmaveat, the long-term fiscal framework is
designed to complement rather than replace exifitingiary assessments focused on short-
term solvency and sustainability. This is thereftire basis for developing coherent fiscal
frameworks for human development-oriented fiscahpl

In the case of Namibia, targeting a developmerisdaf and monetary framework
implies the following:

i. Revising the Medium Term Expenditure Framework (WJEb align it with the
employment policy framework and prioritized sectors
ii. Creating fiscal space by relaxing the restrictigedl and monetary targets from a budget
deficit of 3 percent in the medium term to a budigdficit not exceeding 7 percent over a
five year period.
iii. Targeting employment-intensive sectors and pro-papenditures (e.g. social
expenditures and infrastructure).
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2.2.8  Monitoring and Evaluation

In the apt observation of the Namibian Governmé&ytany a time, our policies and
programs have not yielded the desired results girbpcause we did not pay sufficient
attention to the implementation strategy. Goodgiedi and programs in themselves are not
sufficient. We need to have a clear strategy d®tw to implement our intentions and make
a strong commitment to deliver,” (Namibia, 2010).1Bo achieve decent work-rich growth,
the following would help:

i. Adopting employment targets and including them mimnitoring and evaluation matrix

of the national development plan.

ii. Promoting inter-ministerial and stakeholder cooation.

iii. Ensuring stakeholder participation in policy foratin, implementation, monitoring and
evaluation.

iv. Undertaking an audit of all policies (macro andeext) to ensure that they mainstream
employment creation.

v. Enhancing the Labour Market Information System stneingthening the relationship
with the Central Bureau of Statistics.

A strengthened and integrated national monitorind avaluation system is therefore
critical to monitor progress in the implementatamfrdevelopment policies, programmes and
projects, and evaluate the results and impacts.

3. THE WAY FORWARD: NEXT STEPS

This report has explored multiple issues that ar¢ha core of Namibia's current
growth, employment and decent work agenda. It veviteends in growth, employment and
decent work, highlighting challenges and opportasitfor structural transformation, job
creation, poverty eradication, social protectiod &ansition to formality and decent work.
They encompass labour market institutions, macmaoic policy and sectoral policies in
acting as engines of durable formal employmenttinea

It calls for shaping a long-term national developmeision that encompasses the
central goals of productive employment and decemtkvand it is widely shared through
social dialogue. This provides the necessary compasnonitor progress and to enhance
coherence and complementarities between measudiffarent policy domains to face the
employment and decent work challenges.

To that end, the report suggests a portfolio ofcgajuidelines or directions anchored
in the ILO “New Vision for inclusive job rich groWwtfor Africa” adopted by ILO African
constituents at the"2African Decent Work Symposium in Yaoundé end 201t situation
analysis and policy guidelines that the report jites are tailored to Namibia’'s needs and
circumstances. It is hoped that they provide aomasly comprehensive and useful checklist
against which Namibia can think about better pofielyalancing. It should support both the
formulation of the New Namibia Employment Policy dathe strengthening of the
employment dimension into the National Developni@ans IV to come.
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Appendix Table 1: Distribution of Employed Persondyy Industry, Area and Sex (%)

Source: Namibia (2010a: 53).

Industry Rural Urban Namibia
Female Male Total Female Male Total Female Male Total

Agriculture 19.4 519 38.3 1.8 3.4 2.7 8.0 221 15.9
Fishing 0.2 0.9 0.6 0.1 0.3 0.2 0.2 0.6 0.4
Mining and Quarrying 0.5 1.9 1.3 1.5 5.1 35 1.2 3.9 2.7
Manufacturing 2.6 2.0 2.3 7.5 9.7 8.7 5.8 6.7 6.3
Electricity, Gas & Water 0.9 14 1.2 0.6 29 1.9 0.7 2.3 1.6
Construction 1.8 84 56 1.2 13.3 7.9 1.4 1.4 7.0
Wholesale and Retail Trade, Repair of motor vehicles 19.6 6.1 1.7 171 17.2 17.2 18.0 12.9 15.1
Hotels and Restaurants 43 24 32 52 2.2 3.5 49 2.3 34
Transport, Storage and Communication 0.9 1.5 1.2 2.7 10.1 6.8 2.1 6.8 4.7
Financial Intermediation 0.8 04 0.5 5.2 29 3.9 3.6 1.9 2.7
Real Estate, renting and Business Activities 2.2 14 1.7 6.8 54 6.1 52 3.9 45
Public Administration, Defence & Social Security 3.6 59 49 7.6 12.6 10.4 6.2 10.0 8.4
Education 229 75 14.0 8.3 3.1 5.4 13.5 4.8 8.6
Health and Social Work 41 28 34 71 2.7 47 6.0 28 4.2
Other Community, Social & Personal Services 1.8 1.1 14 4.6 4.7 4.6 3.6 3.3 34
Private Households with employed persons 14.4 4.0 8.4 222 43 12.3 19.4 4.2 10.9
Extra-territorial Organisations & Bodies 0.0 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Not recorded 0.0 0.2 0.1 0.2 0.1 0.2 0.2 0.2 0.2
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
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APPENDIX: Programme: Exploratory Mission Employment Policy: Policy Environment Assessment, 22-26

November 2010

Jeremiah Ntinda, General Manager
Finance

Ms. Nekale, Deputy Director,
Industrial Development

09.00 -13.00 09.00-13.00 09.00-11.00 09.00-10.00 09.00 - 10.00
Ministry of Labour Namibian Employers Federation | Ministry of finance Ministry of Labour
Meeting ILO Director Employment Mr. Tim Parkhouse Ms. A. Sinvula, Director: Debriefing
Services Secretary General NEF Budgeting Management and
Mr. Musabayani Dep. Director control.
Mr. Kanyenze Labour Commissioner 11.30
Mr. Lapeyre Employment services TUCNA 12.00-13.00
Mr. Pfeffer Permanent Secretary Mr. Mahongora, Ministry of Youth
Ms. Anang Secretary General. Dollar street Mr. Haingura, Acting Director:
Mr. Ashwani Khomasdal Youth Development
Mr. Osei Bonsu
Mr. Muchiri
PM 14.30 14.30 -15.45 15.00-16.00
The Labour Resource and | NUNW National Planning
Research Institute (LaRRi) | Mr. Kaaronda, Secretary General Commission
Ms. Hilma Shindondola Ms. Mary Tuyeni Hangula,
Director Deputy Director
16.00-17.00 16.00-17.00
Namibia Training Authority Ministry of trade and industry
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