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I. Introduction 
 

Namibia, officially the Republic of Namibia is a country in southern Africa bordering the Atlantic 
Ocean to the west and the Republic of South Africa to the south. Bounded on the north by Angola and 
Botswana to the east. Furthest to the northeast, it touches Zambia through the phenomenal Caprivi 
Strip. Previously known as South West Africa, the country came to be known as Namibia only in the 
20th century. The name Namibia was coined by one of the earlier revolutionaries of the Namibian 
struggle, Professor Mburumba Kerina, while studying in Indonesia between 1960 and 1962. The name 
is derived from the Namib Desert, one of the oldest desert in the world which stretches over 1300 
kilometers along the western coastal border reaching the town of Luderitz southwards, and extending 
from the Atlantic coastline to inland for about 80 to 200 kilometers.  

After the long protracted war for the liberation of Namibia from the apartheid colonial regime of 
South Africa, led by the South West Africa People Organization (SWAPO) under the leadership of 
Sam Nujoma, Namibia attained independence on 21 March 1990 and became one of the last territories 
to gain independence by the end of the 20th century. The capital city is Windhoek, which is located in 
the central part of the country with other major cities including Walvis Bay as the hub of trade on the 
western coast. After independence in 1990, the country was divided into 13 administrative regions 
expanding to 14 regions in 2013. 

 
I.1 Geography and Climate 

 
Namibia has an area of 825,615 square kilometers (318,772 square mile), situated between the 

Namib Desert on the west and the Kalahari Desert on the east. Namibia is a dry country with no 
perennial river save to the Orange river in the south, Kunene river and Okavango river to the north, 
equally, these rivers help define the southern and northern boundaries of the country. On the northeast 
lies the Kwando-Linyanti-Chobe river system and Zambezi River, which are the source of livelihood 
to the inhabitants of Zambezi region.  

The Namib Desert, one of the world wonders stretches along the coastline covering about one 
tenth of Namibia, comprising of shifting sand dunes, gravel plains and rugged mountains. The desert 
is dry with rainfall as low as 2 mm per annum and dry riverbed in some parts. Devoid of surface water, 
one of its known vegetation is the Welwitchia mirabilis, adapted to survive in the harsh environment 
for many years with minimal moistures, another formidable ungulates that also adapted to the harsh 
Namib Desert is the Oryx, roaming freely from the north to the south of the desert. However, various 
kinds of other fauna and flora are found within the desert and have grown and adapted to the 
continuous geographic and climatic changes of the desert. The Namib Desert boasts with sand dunes 
ranging in distance of 320 kilometers, about 120 kilometers wide and reaching height of 300metres. 
The spectacular view of the Namib is enriched during summer when ephemeral rivers (Swakop River 
and Omaruru River) flow from inland to reach the ocean through the desert. The weather and climatic 
condition of the Indian Ocean and Benguela current of the Atlantic Ocean forms layers of dense fog 
over the Namib, drifting inland to sustain the livelihood of fauna and flora of the Namib. 

On the eastern and southern part is another desert - the Kalahari Desert. Though not a true desert 
compared to the Namib. Characterized by its paucity of surfaced water due to its porous sandy soil 
through which precipitation filters rapidly, the Kalahari receive annual rainfall varying from 100 to 
500 millimeters. The Kalahari is covered with a relative abundance of herbs and grasses, shrubs, 
deciduous trees and open woodlands consisting mainly of acacia (Camelthorn tree). Making it home to 
endemic and migratory wildlife. The Kalahari climate is subtropical and is semi-arid with the dry 
season during the cold season. Windhoek the capital city of Namibia is located in the center of 
Namibia within the high escarpment plain of the Central Plateau. Located between the Namib Desert 
and the Kalahari Desert, the Central Plateau runs from the north to the south of the country. The 
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central plateau rises to 2,579 meters making it the highest point and extending over half of the country. 
Its is within this wide, flat Central Plateau were the majority of Namibia’s population and economic 
activity takes place. Summer temperature in the area can reach 40 degree Celsius, and frost is common 
in winter. 
 
I.2  Natural Resources 

 
Namibia is endowed with abundant natural resources, which formed the basis of Namibia’s 

commercial economy. Through the vast landscape of Namibia mineral found include: gem quality 
diamond, uranium, zinc, copper, gold, fluorspar, lead, tin, lithium cadmium, salt, coal, iron ore, 
vanadium, tungsten, natural gas, dimension stone and prospective oil deposit. However, with abundant 
natural resources Namibia remains arid and devoid of surface water. Lacking the precious life giving 
resource, Namibia is heavily depended on its underground reservoirs and continuously investing in 
bulk water supply scheme. The mining sector’s contribution to the Namibian economy cannot be 
overstated. With its boom and slumps, the mining sector continues to contribute to the Namibian 
economy growth and reduction of unemployment. 

The cold Benguela current provide for the rich marine resources. The following are some of the 
marine resources found in Namibia: fish, shellfish, deep-sea red crab, Cape fur seal, guano, seaweed 
and salt.  Studies of Offshore phosphate mining are ongoing. Even through the harsh unpredictable 
nature of the marine environment, the fishing industry growth and contribution to GDP has remained 
steady over the last two decades. 

Other resources: Electricity, the national electricity grid supply approximately 40 per cent of 
Namibia electric consumption, with the remainder imported from the neighboring countries. However, 
the government is committed to build new power supply system and upgrades the existing system. 
With the harsh climate, low fertile soil and sporadic rainfall, the country agricultural sector with crop, 
small and large livestock farming continues to grow and is one of the live-blood of the economy and 
remain the largest sector in terms of employment. 
 
I.3 Population and Culture 

 
Namibia is one of the sparsely populated countries in the world with 2.6 people per square 

kilometers. The 2011 Population & Housing Census reported a staggering figure of 2,113,077 people 
compared to 1,8 million people recorded in 2001. This represents a decline in the growth rate to 1.4 
percent between 2001 and 2011 compared to 2.6 per cent growth during 1991 and 2001. Despite all, 
the gender ratio remains the same with female accounting for 52 per cent and male having the 
remainder of 48 percent. The country is endowed with a healthy young population with close to 37 
percent of the whole population being below the age of 15 years. Notability, the population is steadily 
distributed between urban area and rural area. However, though the rural area account for about 57 per 
cent of the population, migration from rural area especially from the northern region to urban area had 
risen over the last two decades, surpassing the provision of housing and sanitary services in major 
town and cities across the country.  

Namibia is a multi-ethnic country with native Khoisan, Bantu and other group of European 
descendent. After independence in 1990, the government adopted English as the official language and 
continues to promote the use of the English language to date. With the diverse cultural and multiple 
ethnic groups, different languages are spoken throughout Namibia an accepted as medium of 
instruction in primary schools. According to the Census of 2011, the following major languages are 
spoken in the country: Oshiwambo 49 per cent, Nama/Damara 11.3 per cent, Afrikaans 10.4 per cent, 
Kavango 9 per cent and Otjiherero 9 per cent. Other languages spoken include Bushmen/San people 
languages, German, Tswana and languages spoken in the Zambezi region. The predominant religious 
believe is Christianity accounting for close to 90 per cent with the remainder as heathens. 
 
I.4 History and Political Structure 

 
The history of Namibia can best be explained by dividing it into three periods: The pre-colonial 

period, the colonial period and the independent state period. 
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Pre-colonial period 

 The exact period during which the native tribes of Namibia came to dwell in the country is not 
documented, hence not accurately reported in many literatures. However, mapping the African 
migratory route from central Africa and earlier narrative between European and natives tribes men, 
support claims that the countries inhabitant date back to the 14th-15th century with the exception of the 
San who dates from early centuries in the country as evident by rock-painting in the Brand berg and 
other places. The society consisted of nomadic diverse group of Khoisan’s who were hunter’s 
gatherers and those of Bantu origin who were more pastoralism. The earlier period was relatively 
peaceful with occasional skirmishes as not much history on the co-existence of the various groups is 
known or documented until by the early 19th century when European missionaries and traders settled 
in the country. 

The earlier 19th century is characterized by continuous tribal war between the Nama/ Orlams 
group led by Jonker Afrikanner and the Herero led by Tjamuaha/ Maharero. This is the period during 
which the pastoral Herero living in the central Plateau and the Nama/ Orlam group from the south 
were competing to annihilate each other over land/ grazing and cattle. The war follows similar pattern 
as the Mfecane/ Difaqane war led by Shaka Zulu during the same period in the neighboring South 
Africa.  However, as by early 19th century, German missionaries and traders had penetrated inland and 
settled among the local inhabitants, playing a pivotal role in ending the protracted Nama-Herero war 
fought over four decades by 1870. Unfortunately, the war broke again in 1880 and was ultimately 
ended by the fourth and final peace accord signed in November 1892 by Hendrik Witbooi and Samuel 
Maharero. 

The Owambo, another native tribe of Bantu origin who later played a greater role during the 
liberation struggle of Namibia, migrated to the country during the same period as their Herero cousin 
and lived in the northern part of the country extending to some part of southern Angola. The Owambo 
group is also a mixture of pastoralism and crop farmers, specializing in crop such as Omahangu 
(millet) alongside a variety of vegetables. During the early period in the 19th century, the Owambo 
traded with ivory, gum, orchilla and wax capitalizing in trade linkage with the Portuguese, German 
and British Colony. 
 
The Colonial period 

With an increase in German missionaries, traders and settler during the 19th century following the 
1884-1885 Berlins conference, the country became a German colony known as German South West 
Africa (Deutsch-Sudwest-Afrika). The country saw an increase of German influence and military 
activities. Dehumanizing and disposition of the native land and wealth by the German imperial 
government characterized the period leading to the 20th century. Ultimately, these despicable 
atrocities committed by the German soldiers led to the revolt of the Herero in 1904-1908 that 
transpired into the Herero/Nama- German war, marking the beginning of nationalism period in 
Namibia. With the German using all known tactics to ensure total control over the country, the 
Herero/Nama were lacking advance weaponry compared to their counterpart. Nevertheless, they 
fought bravery inflicting heavy casualties on the Germans. However, with advance technology and 
organized forces, the German where able to win the war and gain total control over the country and 
marking the beginning of the official colonization and implementation of German policies in Namibia. 
This was followed by the famous order of total extermination of the Herero tribe by Lotha Von Trotha 
the leader of the German army, carried and executed on behalf of the German government, which saw 
the once formidable tribe of Herero reduced to 20 percent of its former. The land and all the wealth of 
Herero and Nama were ceded to German administration as reparation.   

At the turn of the century, as German forces were loosing grounds during World War I, South 
African army invaded German South West Africa and outmaneuvered the Germans within a number 
of days and establishes its administration in Windhoek by 1915. The white South African 
administration persuaded the League of Nation and was granted the mandate in 1920 to administer 
Namibia/ South West Africa on behalf of Great Britain. This set in motion another form of 
colonization and oppression of black majority by the minority white South African administration, 
characterized by the famous apartheid policies. However, since mid 20th century, nationalism and 
hunger for independence was rife among the black communities, new political parties and similar 
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grouping emerges with Chief Hosea Kutako (a warrior of 1904-1908 revolt), Andimba Toivo ya Toivo, 
Sam Nujoma and Jariretundu Kozonguizi amongst the many others as forerunner of nationalism in the 
20th century, petitioning the United Nation on the illegal occupation of Namibia by South Africa.  

During the mid 20th century, the United Nations failure to recognize the illegal occupation of 
Namibia by South Africa led to the arm uprising by SWAPO military wing, PLAN (People Liberation 
Army of Namibia) in 1966. The war was long and bitter, culminating into the 1978 resolution 435 of 
the United Nation, which was finally implemented by the South African government in 1988 leading 
to the total independence of Namibia on 21 March 1990. 

 
The Independent State 

For close to two centuries, Namibia was embroil in war and unrest with patches of peaceful years. 
However, after independence in 1990, a new nation was born and a new Namibian constitution was 
introduced becoming the lynchpin of the Namibian nation. Namibia is a secular, democratic state with 
multiparty system, with clear distinction between executive, legislative and the judicially. The Swapo 
party won the 1989 election securing 41 seats of the 72 National Assembly seats. On 16 February 
1990, Sam Nujoma was elected as the first president by a simple majority of the National Assembly. 
He went on to be elected as the president for two more successive terms of five years each. In 2005, 
Hifikepunje Pohamba of Swapo party was elected as the President of Namibia and served two terms 
ending March 2015. Continuing the Swapo legacy, during the Presidential and National Assembly 
election held in November 2014, Hage Geingob won the presidential race and will be sworn in on 21 
March 2015. Ever since post independence period, the Swapo party continuously won the national 
assembly election with two third majorities.  

The legislature- Parliament comprises of two houses, The National Assembly and National 
Council. Members of National Assembly are elected directly by voters through national election. 
However, members to the National Council come from the 14 Administrative Regions elected through 
the regional and local authority election held every five year.  As a young nation, Namibia had been 
able to remain a unitary state but not immune to fissiparous tendencies. In 1999, a factionist group of 
Caprivi secessionist attempted to secede the region from the remainder of country. However, the 
attempt failed dismally and the Zambezi region (Caprivi region) remains part of Namibia, it 
culminated in the current long protracted imprisonment and court hearing of the perpetrators that is yet 
to be finalized. 
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II. Overview of Macroeconomic Activity and Fiscal Position 
 

At independence in 1990, the government inherited a dualistic economy. An economy where the 
majority indigenous were strategically deprived of wealth generating resources and left to the 
periphery without the means to generate wealth, only ensuring a steady supply of unskilled labor to the 
minority white settler’s economic activities. Secondly, the country faced skewed demographic 
development; with the northern region poorly developed and the south-central region relatively 
developed.  However, the country advantage was the well functioning infrastructure and rich natural 
resources giving significant economic potential.  

Shortly before the dawn of the new millennium, Namibia adopted vision 2030 as a yardstick to 
measure economic development. To attain high level of economic growth and redress inequality the 
country needed to follow prudent macroeconomic and fiscal policies. Here thereto, the country 
implemented and followed sound fiscal and monetary policies and had been able to maintain 
macroeconomic stability over the last two decades. Even though macroeconomic stability is cemented 
and the country recorded positive economic growth averaging 4 to 5 percent over the last decade, the 
country had not been able to grow at the desired rate of 7 per cent in line with Vision 2030 growth 
targets. However, Namibia had not been immune to global economic slow down and suffered from the 
2008/9 financial crises spillovers. The economy slow down from 6.3 percent achieved in 2010 to 5.1 
percent in 2013 in real GDP and not change much since. Nonetheless, projections indicate growth of 
5.3 percent in 2015. Following the spillover effect from the financial crisis, the country was hit further 
by drought in 2013. The drought, combine with the low demand for primary commodities in the global 
market contributed to the lower growth in 2013-2014. The agricultural sector was expected to grow by 
3.3 per cent, but contracted due to the drought experienced and remained vulnerable. Table 1 shows 
key economic indicators for Namibia. 
 
Table 1 Selected Financial and Economic Indicators 

(Annual percentage change) 2009 
Actual 

2010 2011 2012 2013 
Estimates 

Real GDP growth -1.1 6.3 5.7 5.0 5.1 
Real GDP deflator 4.0 1.6 7.1 11.5 6.4 
Consumer price inflation (period average) 9.5 4.9 5.0 6.7 5.6 
Exports -0.3 11.8 8.8 12.2 25.0 
Imports 8.1 2.6 6.9 33.5 19.4 
Private sector credit 10.0 10.8 9.9 17.0 14.3 
Broad money supply 70.0 9.0 11.7 4.1 12.8 
(In percent of GDP, unless otherwise stated)    
Investment 22.4 21.1 20.0 23.4 25.8 
Public 5.8 6.8 9.2 7.9 7.4 
Private 16.6 14.2 10.9 15.5 18.4 
Savings 22.4 21.1 20.0 23.4 25.8 

External 1.7 3.2 3.0 6.3 4.6 
Domestic 20.6 17.9 16.9 17.1 21.2 

Public Finance   
Overall government deficit -1.2 -4.6 -7.0 -0.1 -3.0 
Public debt outstanding 17.6 15.5 27.0 23.8 23.9 
Public guaranteed debt outstanding 3.4 2.9 2.0 2.0 6.0 
External Sector   
Current account balance -1.7 -4.3 -3.3 -7.5 -6.2 

Excluding official transfers -14.9 -15.2 -12.3 -19.4 -18.6 
Gross official reserves   
In million of US Dollar 1,846.4 1,494.7 1,762.3 1,705.1 1,515.3 

In months of imports 4.0 2.9 3.8 3.0 2.6 
External debt 20.8 25.4 41.0 32.7 33.9 

Exchange rate to USD (period average) 8.4371 7.3303 7.2531 8.2099 9.6502 
GDP at current market prices (N$ million) 75,070 81,016 91,658 107,323 121,126 
Fiscal GDP (N$ million) 76,557 83,677 95,575 110,775 124,859 

Source: Bank of Namibia (2013). 
 
Since the basic patterns of the Namibian economy have not change much over the last two 

decades.  The economy remains heavily depended on primary commodities such as mineral, especially 
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diamonds and uranium, fish and agricultural product for export. Most of the spillover effect is felt 
through the South African economy as the two economies are highly integrated. This is evident with 
the depreciating Namibian Dollar peg to the South African Rand on a 1:1 basis, Table 1, shows the 
Namibian Dollar (N$)/Rand depreciating against the United States Dollar (US$) from N$ 6.83/ US$ 1 
in 2010 to N$ 10.37/ US$ 1 in 2013. This Dollar/ Rand depreciation emanated from South Africa 
labor unrest in the manufacturing and mining sectors.  Nonetheless, government fiscal position 
remained strong albeit recording a budget deficit of 3 per cent in 2013/14. However, it is worth noting 
that prior to the global financial crisis, the country recorded budget surplus for the consecutive three 
years (2005/6 to 2008/9) before the financial crisis, this dampened the extent of the crisis shock felt by 
the country. 

During 2010/11 – 2012/13 Medium Term Expenditure Framework (MTEF), the Ministry of 
Finance reviewed and adjusted fiscal rule due to fiscal expansion in response to slow growth: 

a) Maintaining public expenditure levels below 40 percent of GDP annually (revised from 30 
per cent); 

b) Maintaining the average budget deficit below 7 percent of GDP over the MTEF (revised from 
5 percent); 

c) Maintaining debt as a ratio of GDP within the limit of 35 percent over the MTEF (revised 
from 25-30 percent band); 

d) Maintaining interest rate payments as a ratio of revenue within the limit of 10 percent 
annually; and 

e) Maintaining contingent liabilities below the target of 10 percent of GDP annually.   
 
II.1 International Environment 
 
II.1.1 Trade balance 

Namibia is a small economy with an open market system and is part of the global community and a 
member of all major international institutions. Over the last two decades, Namibia was and remained 
an active player in international trade. However, following global economic turbulences in advance 
economies and reduce demand for Namibian export commodities, the country went through trade 
challenges, never the less, with prudent countercyclical macroeconomic policies, the country was able 
to absorb shock from the global financial crisis to some extent.  As a small developing economy, trade 
balance remained negative as depicted in Figure 1 below.  
 
Figure 1 Annual Trade Flows in N$ (million) 

 
Source: National Planning Commission  
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On a year-to-year analysis of figure 1, import continued to rise from N$ 31 billion in 2007 to N$52 
billion in 2009, however, following the global financial crisis, domestic demand declined reducing the 
import bill to N$47 billion. From 2010 to 2013, import increased closing at the estimated amount of 
N$72 billion in 2013. Export followed similar pattern to import recording a positive trade balance in 
2008. Following the global financial crisis, trade deficit widened in 2009 and continuous on the 
increase to 2013.  

The high growth in import and trade deficit is a result of Namibia reliance on import for 
consumables. The Merchandise trade had a trade deficit of N$19.2 billion in 2013. The country-
manufacturing sector remains smaller and less developed dependent on beverage and polish diamonds 
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trade. The trade deficit is attributed the country dependency on the South African market for import of 
major domestic goods and services. The major imported commodities constitute vehicles, machinery 
and mechanical appliances (partly for mines operation), mineral fuel and electrical machinery amongst 
the many imported items. Export constitute mainly of mineral and natural resources amounting to 
more than 40.0 percent of total export bill amongst other products. Figure 2 illustrates graphically the 
annual increase and decrease in imports and exports. The import bill is clearly visible being on the 
increase with a decline only in 2010 and 2011.  
 
Figure 2 Annual Growth Rate of Export and Imports of Goods and Services 

 
Source: National Planning Commission 
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Table 2 illustrates the major commodities exported from Namibia during 2009 to 2013 as a 
percentage of total exports. Mineral account for major commodities exported, at more than 40 percent 
with diamond capturing the bigger chunk of export. Notably, with the decline in global demand from 
the financial crisis, many of the commodities picked up and remained relatively stable with the 
exception of uranium and manufacturing products. However, uranium export recovered well between 
2009 and 2010 just to be affected by the Fukushima earthquake in 2011. By close of 2013, uranium 
export receipts increased significantly due to the increased volumes coupled with the depreciating 
local currency. The sector is expected to grow further with new investment in uranium mine. Other 
mining activities picking up include mining in Zinc with a notable 20 percent increase in production 
during 2013. With gold export receipts declining from N$982 million in 2012 to N$846 million in 
2013. 

Due to the drought experienced in 2013, average receipts from food and live animals declined to 
9.7 percent from the previous year of 10.2 percent. Beverage product (beer) and polished diamonds 
(re-exports of high-value commodities) drive the manufacturing sector and during 2013 accounted for 
an increase of 25.4 percent and 15.5 percent respectively.  
 
Table 2 Major Export Receipts (percentage of total exports) 

Export receipts 2009 2010 2011 2012 2013 
Minerals 40.7 44.00 41.1 42.5 42.7 

Diamonds 17.3 20.6 20.0 23.0 26.1 
Uranium 17.8 17.2 15.6 12.8 11.4 
Other minerals 5.6 6.2 5.5 6.7 5.2 

Food and live animals 12.0 12.3 12.7 10.2 9.7 
Manufactured products 23.7 22.2 22.3 18.3 16.8 
Re-exports - - - 7.5 13.5 
Other commodities 23.6 21.4 23.9 21.5 17.6 

Source: Bank of Namibia 
 

South Africa remain the key export trading partners taking the largest portion with trade in 
beverages, beef, live animals and fish, followed by diamond export to Botswana with the re-settling of 
de Beer’s diamond trade counter from London to Gaborone, Euro Area has a significant share of trade 
mostly in beef and fish products as illustrated in Figure 3 below. The increase in export to Botswana 
increases Namibia trading within the Southern African Development Community to almost 50 percent 
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(SA 22, Botswana 15, Angola 8, DRC 3), representing a leap toward regional economic integration. 
This is a significant achievement towards the goal of becoming a regional logistic hub. 
 
Figure 3 Namibia’s Major Export Destinations 

 
Source: Ban f Namibia k o
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On the import side, South Africa remains the key-trading partner as illustrated in Figure 4, 
supplying about 70 percent of Namibian import in 2012. The import from South Africa were estimated 
to decline to 62 percent during 2013 with new trading partners emerging and increase trade with the 
rest of the world. Unless Namibia follows the South African example of developing and investing in 
the manufacturing sector, the trend is expected to remain the same over medium to long run. There is a 
need for Namibia to invest in other primary and secondary sectors to ensure self-reliance for domestic 
consumption and buffer against external economic knocks.  

 
Figure 4 Namibia Major Import Partners 

 

  
Source: National Planning Commission 
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II.1.2 International Investment Position 

Table 3 shows provisional figures of Namibia International Investment Position from 2011 ending 
2013 as provided by the central bank. Namibia showed a positive net asset position of N$45 billion in 
2012, a significant increase from N$25 billion in 2011. However, by the end of the fourth quarter in 
2013, Namibia registered a reduced net asset position of N$26 billion increasing slightly to close at 
N$37 billion in the third quarter of 2014. The Central Bank note that, the decline is due to a higher 
growth in Namibia’s foreign liabilities in relation to foreign assets, driven by debt-equity swap 
undertaken by FDI enterprises in the mining sector. Liabilities rose significantly from N$50 billion in 
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2012 to N$84 billion in 2013 with a slight decrease during the third quarter of 2014, whereas the rise 
in assets was not that significant compared to liabilities. Assets rose by 16 percent in 2013 from N$96 
billion in 2012 to N$111 billion in 2013, closing at N$120 billion in the third quarter of 2014. 
 
Table 3 Namibia International Investment Position (N$ million) 

Item 2011 - Q4 2012 - Q4 2013 – Q4 2014 – Q3 
 Assets 84,220 96,472 111,657 120,958 

1. Direct Investment 350 507 333 741 
2. Portfolio Investment 36,367 49,228 54,273 59,687 
3. Other Investment 33,097 32,007 41,034 43,710 
4. Reserve Assets 14,406 14,729 16,017 16,820 

Liabilities 58,785 50,754 84,968 83,934 
1. Direct Investment 41,963 30,607 48,624 42,409 
2. Portfolio Investment 4,173 5,184 6,173 6,576 
3. Other Investment 12,649 14,963 30,172 34,949 

Net Assets (+)/ Liabilities (-) 25,435 45,718 26,689 37,024 
Source: Bank of Namibia 
 

Notably, both foreign assets and foreign liabilities rose from 2011 to 2013. The rise in foreign 
assets is attributed to offshore investments by asset management, equity securities and debt securities. 
Increases in foreign liabilities are due to increase in foreign direct investment (FDI) and other 
investment capital. FDI into Namibia rose by 46.6 percent to N$44.9 billion due to increases in equity 
capital. Increases in other investment capital are due to increases in sectors such as the Export 
Processing Zone (EPZ) companies.    
 
II.1.3 Balance of Payment 

Namibia current account continues to remain in deficit for the last 5 years. The deficit in 2013 
reduced slightly from the 2012 deficit of N$8 billion equivalent to 7.5 percent of GDP to N$7.4 billion 
equivalent to 6.2 percent of GDP. However, with significant inflows in the capital and financial 
account compensated for the current account deficit resulting in the overall balance of payments to 
record a surplus of N$598 million in 2013, a significant increase from prior year surplus. Table 4 
shows the balance of payment (BOP) as provided by the central bank of Namibia. 
 
Table 4 Balance of Payment (N$ million) 

 2009 2010 2011(p) 2012(p) 2013(p) 
I. Current Account -1,284 -3,424 -3,025 -8,010 -7,433 

A. Goods and Services   
1. Merchandise Trade Balance  -10,340 -8,187 -8,199 -17,753 -19,196 
2. Services (net) 596 -348 -276 -166 -2,258 

B. Income   
1. Compensation of Employees (net) -34 -112 -102 -56 -55 
2. Investment Income (net) -1,539 -3,661 -2,784 -3,008 -1,136 

C. Current Transfers (net) 10,042 8,888 8,340 12,977 15,216 
II. Capital and Financial Account excl. 

Reserve  
3,144 1,897 8,571 6,482 7,142 

A. Net Capital Transfers 558 808 1,353 1,218 1,246 
B. Financial Account   

1. Direct Investment 4,448 5,773 5,886 7,125 6,829 
1.1 Abroad 24 -33 -39 52 79 
1.2 In Namibia 4,424 5,806 5,925 7,073 6,750 

2. Portfolio Investment -5,201 -4,633 224 -4,480 -4,476 
3. Other Investment 3,338 -51 1107 2619 3542 

III. Net errors and Omissions -838 -2,267 -1,432 1,759 888 
Overall Balance 1,022 -3,794 4114 231 598 

Source: Bank of Namibia 
 

The continuous high deficit figures (-10,340 in 2009 to -19,196 in 2013) in the merchandise trade 
balance show the volatility and dependency of the Namibian economy on import for consumption and 
investment goods. The economy is affected by depreciation of the local currency, economic 
development in South Africa and major commodities price fluctuations such as fuel, motor vehicles 
and other investment goods imported. However, in his paper, Gaomab, suggested that fiscal balance, 
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interest rate and GDP growth were the major determinant of the balance of payments in Namibia. He 
suggested the exchange rate not to be playing a direct role to the determination of balance of payment 
in Namibia. 

 
II.1.4 Foreign Exchange  

Namibian Dollar (N$) is the official accepted currencies. During the founding of the Republic in 
the early years after independence in 1993, Namibia ceded its monetary and exchange rate power to 
South Africa and belongs to the Common Monetary Area with South Africa – dating back to pre-
independence period. The Namibian Dollar is peg to the South African Rand 1:1 and the Rand is also 
accepted as a legal tender in Namibia. Thus the trading of the South African Rand against other 
currencies has a direct effect on the Namibian economy. During 2013, the Namibian Dollar/Rand 
weakened against major currencies and depreciated by 17.5 percent against the USD, 16.0 percent 
against the GBP and 21.5 percent against the EUR. The Rand weaknesses are attributed to the external 
and domestic imbalances in South Africa (BON). By the end of September 2014, the Rand depreciated 
further and traded on average at R10.7 against the USD, R17.9 against British Pound and R14.5 
against the Euro. Going onward, with the event unfolding in the South African economy and financial 
sectors, the exchange rate is not forecasted to strengthen in the short-run. 

 
II.2  Domestic Environment 

 
II.2.1 Economic Growth 

The overall economic performance over the last three years had been moderate, characterized by 
sluggish real growth in many sectors as shown in Table 5. Real GDP showed significant growth in the 
mist of global financial crisis, picking from negative 1.1 in 2009 to positive 6.3 in 2010. However, as 
the financial crisis spillover reaches the Namibian shores, growth became stagnant, declining from the 
high rate of 6.3 percent in 2010 to 5.1 percent in 2013. Resiliently, Namibia kept a positive growth 
rate of 5.1 percent whilst the global growth was estimated around 3 percent in 2013 and projected to 
expand to 5.3 and 5.6 percent in 2014 and 2015 respectively. The projected expansion is mainly due to 
increases in construction activities in mines and public works programs. Notably, the projected 
expansion of 5.3 during 2014 is within the Sub-Sahara regional estimated growth of 5.1 percent. 
However, Namibia major trading partner South Africa, continues to grow at a slower rate of between 1 
and 2 percent due to external and domestic imbalances within the South African economy, exposing 
the Namibian economy to possible external risk in terms of imports and export to that market.  

The tertiary industry remains the largest contributor to GDP at 56 percent followed by the primary 
and secondary sectors at 20 percent and 17 percent respectively. The economy continues to rely on 
mining for growth, resultantly, due to slack in mineral demand and capital investment in mines for the 
past 5 years, the economy was adversely affected, hence the need for policy maker to find alternatives 
to expand the Namibian economy beyond mineral resources dependency. Conspicuously, the mining 
sector which is the bedrock of the economy, account for 2 percent of the total number of the employed, 
whereas, the agriculture and fishing sector account for 31.4 percent of the total employees but 
contribute 3,2 percent and 3.4 percent respectively to GDP.  The 2013 drought that plague the 
agricultural sector was followed by a good rainy season in 2014 and a prospective season is expected 
in 2015. The sector recovered well after the drought and is expected to contribute positively to 
economic development from 2015 onwards. However, as farmer’s restocking from the harsh drought 
experience in 2013 and unfavorable trading environment between Namibia and South African 
veterinary, average growth in the sector is expected to be moderate for the period ahead.  

On the mineral sectors, major mines have concluded their capital investment and production is 
expected to pick up and generate high growth from 2016 onwards, with the exception of uranium in 
the medium term due to lower international prices. With the increased in Total allowable Catches 
(TAC) in the fishing sector, the sector is expected to stabilize and grow moderately.  
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Table 5 Real GDP Growth (annual percentage changes) 
Industry 2009 2010 2011 2012 2013 2014 2015 2016

Agriculture and forestry 6.7 10.4 1.0 8.1 -27.5 1.3 4.7 4.5
Livestock farming 9.0 13.2 6.1 6.0 -39.0 -5.0 6.0 8.0
Crop farming and forestry 3.6 6.6 -6.3 11.6 -9.6 8.0 3.5 1.2

Fishing and fish processing on board 36.0 -2.4 -4.8 -7.6 2.5 3.0 3.5 5.0
Mining and quarrying -31.7 22.2 -5.4 25.1 0.6 2.7 4.7 12.3

Diamond mining -52.2 44.1 -3.4 13.0 7.3 3.4 -0.9 3.4
Uranium 8.2 5.2 -24.9 27.1 -6.9 -19.5 3.0 42.6
Metal Ores 1.1 -1.8 -10.7 32.4 -30.7 1.6 6.3 13.7
Other mining and quarrying 26.9 5.3 28.3 62.7 10.7 17.6 17.7 15.4

Primary industries -14.0 13.7 -3.6 14.4 -6.6 2.5 4.5 9.5
Manufacturing 2.0 7.5 5.7 -6.8 1.9 -7.9 1.7 1.9

Meat processing 4.1 5.6 -2.7 -1.1 15.8 -10.8 5.0 4.0
Diamond processing -44.2 23.4 5.5 -6.8 -7.3 4.0 3.2 -2.5
Basic non-ferrous metals 11.7 13.0 15.5 -23.0 -5.8 3.0 -5.0 -2.6
Fabricated Metals -10.9 9.1 -7.1 7.0 10.9 3.6 7.2 7.2
Beverages 15.2 1.9 0.4 15.0 6.6 2.0 3.4 4.0
Grain Mill products 16.3 8.4 6.5 -1.6 7.2 4.0 3.2 4.8
Other food products -3.8 -10.0 -1.0 -4.5 3.7 6.7 2.0 4.1
Textile and wearing apparel -1.1 3.6 4.7 6.1 4.7 5.2 5.3 5.1
Leather and related products -35.9 11.6 12.7 11.3 -14.7 3.1 3.5 -2.7
Publishing and Printing -7.4 -7.7 10.9 -12.6 5.2 1.2 4.0 3.5
Rubber and Plastics products -0.2 7.9 4.6 -7.6 -3.3 0.4 4.5 1.0
Non-metallic Minerals products -2.1 1.2 72.3 0.6 1.1 0.9 4.0 2.4
Wood and wood products -10.9 9.1 -7.1 7.0 10.9 3.6 4.0 4.0
Chemicals and Related products -44.2 23.4 5.5 -6.8 -7.3 2.0 3.0 -0.8

Other manufacturing 19.2 -22.4 -8.1 3.8 7.6 1.1 4.2 4.3
Electricity and water -16.4 2.4 3.1 17.8 -0.7 4.5 4.5 6.5
Construction -18.0 6.8 15.9 8.7 29.8 35.4 13.1 6.0
Secondary industries -4.4 6.8 7.3 -1.1 7.6 4.8 5.9 3.9
Wholesale and retail trade, repairs 10.0 7.5 5.8 4.3 14.5 8.0 6.0 9.5
Hotels and Restaurants 5.5 6.5 9.5 8.1 4.7 5.5 6.0 7.4

Transport and Communication 16.0 6.7 4.9 8.0 9.8 9.2 9.6 8.6
Transport 5.8 0.2 10.0 10.0 13.8 14.5 12.7 11.5
Storage 1.1 5.8 8.3 7.7 2.7 6.5 8.0 5.0

Post and telecommunications 38.3 13.6 -1.1 6.2 8.5 4.5 6.4 6.5
Financial intermediation -2.5 9.5 5.7 6.8 11.5 11.0 9.0 8.5

Real estate and Business services 7.6 1.7 5.7 4.7 3.5 4.3 4.8 4.4
Real Estate activities 3.6 3.9 2.6 6.7 4.8 4.7 5.4 4.9

Other business services 20.5 -4.5 15.0 -0.6 -0.2 3.0 3.0 3.0
Community, Social and Personal service activities -0.5 1.6 11.2 -17.6 1.8 1.7 2.0 1.8
Public Administration and Defense 5.3 2.8 5.3 2.9 8.9 5.7 5.8 6.8
Education 3.0 -0.2 17.4 4.5 3.3 3.9 3.5 3.0
Health 5.5 9.5 5.7 5.7 8.8 7.0 6.0 7.3
Private household with employed persons 8.6 8.6 8.6 8.6 -6.7 7.5 6.7 5.7
Tertiary industries 6.0 4.6 7.4 3.9 8.2 6.5 6.0 6.8
Less: FISIM -7.3 23.4 10.6 4.5 9.4 8.2 7.4 8.3
All industries at basic prices -0.3 6.6 5.1 4.9 4.9 5.4 5.7 6.7
Taxes less subsidies on products 8.0 0.0 5.3 8.9 7.4 4.0 4.0 4.0
GDP market prices 0.3 6.0 5.1 5.2 5.1 5.3 5.6 6.5

Source: Bank of Namibia 
 

Construction is expected to remains the driving force in the coming year as capital investment in 
mines and public works programs continues. With expansions and new investment in the mining 
sector, construction contributed greatly to economic growth and reduction of unemployment. The 
sector is driven further by government fiscal expansionary policy aimed at stimulating economic 
growth. Coupled with slow economic growth and persistent high unemployment rate, the government 
introduces the Targeted Intervention Program for Employment and Economic Growth (TIPEEG). The 
program was introduce in 2011/12 fiscal year over a period of three years focusing on selected 
economic sectors and public works with the aim of creating employment. The program aimed to 
facilitate and improve efficiency in implementing government program with strong effective 
monitoring and evaluation. This was the main driver of increases in construction activities during the 
period. Nonetheless, as the program reaches its lifespan, a new program of constructing houses for the 

127 



Namibian people known as “mass housing program” was introduce in 2013/14 and is expected to run 
for a period of 15 years. The mass housing program will be a combination of public private 
partnership investment and is expected to continue driving the construction sector onwards. However, 
with increased investment in public infrastructures and employment creation through government 
driven programs, the sustainability of those fiscal expansionary measures in some areas remains to be 
seen, as many ad hoc employment compared to permanent employment opportunities are created. 

Similarly with government expansionary fiscal policies, the wholesale and retail sector is expected 
to expand. Growth in the tertiary industries continues to fuel the economy and expected to remain 
relatively moderate in tandem to global developments. The tourism sector had been one sector in 
which Namibia was famously known to attract tourist from all corner of the globe with its beauty. 
Nonetheless following global recession and decline in luxurious appetite, the country remains a tourist 
destination; even though the industry remains fragile and dependent on international development. 

Having considered this, a review of GDP growth, testifies to this expansionary measures and 
positive investment in the economy. GDP increases by 47 percent from 72,946 Namibian Dollar in 
2008 to 107,323 Namibian Dollar in 2012 as reported by Namibia Statistic Agency. Table 6 below 
illustrates the GDP figures for the period 2008 to 2012. It is evident that the market formulation 
continues to grow even though the real GDP growth does not shows significant growth and remain 
stagnant. With large investment in new mines, expansion and infrastructure upgrading in existing mine, 
the private sector hold the biggest share in capital investment of about 75 percent with the remaining 
25 percent from the public sector. 
 
Table 6 Gross Domestic Product Growth 

Selected national accounts 2008 2009 2010 2011 2012 

Current prices GDP at market prices (N$) 72,946 75,070 81,136 90,842 107,323
GDP at market prices (US$) 8,705 8,890 10,718 12,704 13,088

Savings and capital 
development 

Gross savings as % of GDP 32 35 17 18 30
Gross fixed capital formation as a % of GDP 24 22 23 21 22

Current prices per 
capital 

GDP at market price (N$) 35,325 35,697 37,861 43,158 50,234
GDP at market prices (US$) 4,215 4,227 5,001 6,036 6,126
Average N$/US$ exchange rate 8.38 8.44 7.57 7.15 8.20

Source: Namibia Statistic Agency 
 

The graph in Figure 5, illustrate the contribution to GDP from the different sectors of the economy: 
primary industries, secondary industries, tertiary industries and other sectors. The primary industries 
show growth in 2012, but did not match to earlier growth achieved in 2008 of 24 percent, increasing 
from 17 percent to 20 percent. Similarly, growth in secondary industries and other sectors were 
marginal compared to the tertiary industry. The tertiary industry as the leading contributor to GDP 
remains the anchor of the economy and expanded spontaneously with economic growth over the 
period as Namibia’s nominal gross domestic expenditure grew with final consumption and capital 
formation. However, the share of each sector to GDP remains constant with marginal fluctuation over 
the period. 
 
Figure 5 GDP Growth and Composition 
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II.2.2  Inflation 

As a developing country, Namibia strives to maintain and control inflation without causing adverse 
impact on the economy. Figure 7 below shows how the country inflation rate fluctuated from 2010. As 
the country had ceded monetary control to South Africa under the CMA arrangements, Namibia is left 
with minimal tool to control inflation and not able to use the traditional exchange rate tool as a counter 
measure to control inflation. 

 
Figure 7 Quarterly Inflation Growth rates 

 
Source: Namibia Statistic Agency 
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The central Bank reported in 2013 that the annual inflation rates for Namibia and South Africa 
traded similar for the most part in 2013 at 5.6 to 5.7 percent, the pattern remain similar for prior years. 
This is evident but not conclusive that most of Namibia’s inflation is imported from South Africa and 
other trading partners due to exchange rate volatility, with the exception of limited commodities such 
as municipal services (prices set locally at increasing rate), most other consumption and capital 
investments are imported from South Africa. Ogbokor, in his paper argues that Namibia should put 
more emphasis on developing its manufacturing base to counter import dependency and maintain price 
stability. However, as illustrated in Figure 7, average inflation rate for 2013-2014 remains relatively 
stable closing at 5.4 percent compared to 5.8 percent during the same quarter in 2013. This is 
attributable to a certain extent with decline in fuel prices. 

Reviewing CPI for the short term from 2011 to 2013, CPI continued to fluctuate moderately from 
6.7 percent in 2012 and closing at 4.9 percent in December 2013. However, looking at the medium 
term, 2009 recorded a higher rate of 9.5 percent, miraculously, the rate decreases to 4.9 percent by the 
end of 2010 to early 2011 before increasing to about 6.7 percent in 2012. Similar trends are observed 
across the various sectors within the broader economy.  

Food and beverages remains the main contributors to inflation in Namibia, and inflation for both 
items remained high averaging 6.5 percent in 2013 down from 9.1 percent in 2012 as shown in Table 
7.  With inflation decreasing between 2012 and 2013 in major some of the major economic sectors, 
such as: goods and services, transport, and for housing, water, electricity, gas and other fuels declining 
from 5.8 percent to 5.2 percent, inflation for alcoholic beverages and tobacco remained high and did 
not change in 2013. With notable slowdown in food and transport inflation, inflation is forecasted to 
remain relatively stable as illustrated in Figure 7 over the remainder of 2014 to early 2015 with an 
overall figure remaining in the single-digits. 
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Table 7 Inflation for Food and Non-Alcoholic Beverages 
 Weight 2009 2010 2011 2012 2013 

Food and Non-alcoholic Beverages 16.4 10.7 3.2 4.9 9.1 6.5 
Food 14.8 10.3 3.0 5.0 9.1 6.6 
Bread and cereals 4.8 10.2 5.2 3.8 9.5 4.6 
Meat 3.5 9.1 2.0 9.8 13.9 6.5 
Fish 0.8 6.3 -10.3 4.2 8.0 8.6 
Milk, cheese and eggs 1.2 7.7 2.0 1.4 4.0 5.3 
Oils and fats 0.8 1.3 -2.6 5.3 9.7 7.5 
Fruit 0.3 14.1 3.5 0.3 3.0 13.i 
Vegetables 1.2 18.5 5.9 2.8 5.8 11.7 
Sugar, jam, honey syrups etc. 1.4 10.2 2.0 8.9 11.5 7.9 
Food products 0.6 13.4 5.9 5.1 5.7 5.1 
Non-alcoholic Beverages 1.7 16.0 5.7 4.1 8.3 5.3 
Coffee, tea, and cocoa 0.3 24.2 3.6 3.3 7.4 4.6 
Mineral waters, soft drinks and juices 1.4 13.3 6.5 4.4 8.6 5.6 

Source: Bank of Namibia  
 
The GDP deflator decelerated from about 11 percent in 2008 stabilizing well below 4 percent in 

2010. From 2011, the GDP deflator accelerated to new height of about 13 percent in 2012 just to settle 
at 12.5 percent in 2013. Figure 8 shows the GDP deflator in relation to consumer price index (CPI). 
 
Figure 8 CPI and GDP-deflator in percent 

 
Source: Namibia Statistic Agency 
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II.2.3  Monetary Developments 
 

Shortly after independence in 1993, the central bank of Namibia introduced the Namibian Dollar as 
the official currency in Namibia replacing the South African Rand. Even though the Namibian 
currency is peg on a one-to-one basis with the South African Rand within the CMA, Namibia central 
bank have the monetary function of money supply within the Namibian economy. In its quest to 
redress economic distress and stimulate economic growth after the global financial crisis, the central 
bank reduced the repo rate from the 2009 rate of 7 percent to 6 percent in 2010. The rate was kept at 6 
percent during 2011 and the first seven months of 2012, only to be reduced later by 50 basis points to 
5.50 percent in 2012 and remained unchanged through out 2013. Positive effects were achieved as 
borrowing increases to 14.0 percent and 12.8 percent in 2012 and 2013 respectively. However, as the 
import bill increases during 2014 straining international reserves, the central bank increases the repo 
rate twice by 25 basis points closing at 6.00 percent in August 2014. The rate remained unchanged in 
December 2014 at 6.0 percent. 

Broad money supply (M2) as reported by the central bank rose by 12.8 percent compared to 4.1 
percent of 2012.  Equally, narrow money (M1) increases to 14.6 percent in 2013 from -2.3 in 2012 and 
is attributed to the growth in transferable deposits. Table 8 below shows the annual growth rate and 
contributors to M2. These increases are attributed to the accommodative monetary policy stance. 
 

130 



Table 8 Annual Growth Rates (in percent) 
 2009 2010 2011 2012 2013 
Net Foreign Assets (NFA) 83.7 -19.8 17.6 -11.7 12.3 
Net Domestic Assets (NDA) 8.1 23.9 8.5 14.7 18.3 
of which:  Claims on Individuals 5.8 7.4 11.8 13.9 15.1 

Claims on Businesses 18.0 17.2 5.8 22.1 13.5 
Net Claims on Central Govt 11.4 -67.1 -67.8 135.7 -120.6 

Other Items, net 18.0 -177.8 9.9 14.1 34.5 
Broad money 66.7 7.9 11.7 4.1 12.8 

Source: Bank of Namibia 
 
II.2.4 Employment 

Employment is one of the key indicators to analyze economic performances and labor force 
participation, which are drivers for countries to attain full potential growth. On account of the fifth 
labor survey contacted by Namibia Statistic Agency (NSA) in 2012, Namibia unemployment rate 
stood at 27.4 percent as shown in Table 9 below.  
 
Table 9 Basic Indicators for Labor Survey since 2004 

Basic Indicators 2004 2008 2012 Change since 
2008 

Population 15 years and above 1 024 110  1 106 854 1 315 662 208 808
Labor force 493 448 678 680 868 268 189 588
Employment population 385 329 331 444 630 094 298 650
Unemployed population – broad 223 281 347 237 238 174 -109 063
Not economically active Population Rate (%) 530 662 428 174 404 122 -24 052
Unemployment rate – broad 36.7 51.2 27.4 -23.9
Labor force participation rate 47.9 55.4 66.0 10.6

Source: Namibia Statistic Agency 
 
NSA regard a person as employed if the person worked for one hour of pay, profit or family gain 

during that period, had a job or business or other economic or farming activities to return to. 
Following this definition of employment coupled with improved data capturing methodology and 
analysis, the unemployment rate decline from the previous high rate of 51.2 percent to 27.4 percent. 
The employment structure is distributed between the private and public sectors with agriculture sector 
being the largest employer for about 27 percent of all employees followed by wholesale and retail 
sector with 12 percent. Private household accounted for 11 percent of employees mainly as domestic 
workers. Figure 9 shows employment population by industry. One major challenge facing Namibia is 
the shortage of skilled labor force in science and technical field. 

 
Figure 9 Employment Populations by Industry (2012) 

 
Source: Namibia Statistic Agency 
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II.3 Fiscal Position 
 

Faced with narrow tax base and pressure to fulfill economic and social commitments, Namibia had 
been able to weather through economic turbulences for the past 24 years since independence and boast 
with a healthy budget and economy. This is accomplished by following stringent fiscal policy rules 
embedded in the administration. Here thereto, one key activity carried was the presentation of the 
national budget in 2013/14 on a programme basis. The programme budgeting constitutes allocation 
and execution of expenditure at programme and activity level, allowing the government to track 
expenditure outcomes at programme level.  

 
II.3.1 Public Finance 

Namibia had been able to keep the budget deficit within controllable balances in relation to GDP 
and fiscal rules. Following 2011/12 budget deficit of about 7.1 percent and prior fiscal expansionary 
policies, in 2012/13 the Ministry of Finance embarked on fiscal consolidation program and 
successfully reduced the budget deficit to about 0.1 percent of GDP in 2012/13. The deficit was 
estimated to have grown slightly to 3.0 percent in 2013/14. Bearing in mind that, this was achieved 
whilst government fiscal expansionary policy of pro poor pro growth to stimulate the economy 
following the 2008/9 financial crisis were on going.  

Tax revenue remains the anchor for national budget and during 2012/13 and 2013/14, total revenue 
increased by 27 percent to N$38 billion and 15 percent to N$44 billion respectively.  The positive 
movement in total revenue is attributed to increase in diamond revenue and strong enforcement of tax 
policy and administration. Table 10 below shows the different tax revenue and amount collected 
during the period. 
 
Table 10 Tax Revenue Streams 

 2006/7 2007/8 2008/9 2009/10 2010/11 2011/12 2012/13 2013/14(p)
Income Tax on Individual 3,374 3,714 4,606 5,084 5,945 7,326 8,865 11,199
Company Taxes 2,161 2,834 3,269 2,852 3,585 3,916 5,045 5,798
Other Taxes on Income and 

Profits 
141 181 194 148 225 257 281 290

Withholding Tax on Interest - - - 53 156 98 346 394
Taxes on Property 142 149 171 222 139 194 289 248
Domestic Taxes on Goods 

and Services 
3,197 4,082 4,339 5,162 5,303 8,009 6,438 7,954

Taxes on International 
Trade and Transactions 

6,698 8,085 8,502 8,585 5,976 7,137 13,796 14,727

Other Taxes 130 138 142 167 208 211 260 241
Total Taxes Revenue 15,843 19,183 21,223 22,273 21,537 27,148 35,320 40,85

Source: Ministry of Finance 
 

Income tax on individual and other Inland taxes contribution to national revenue continues to 
increase on a year-to-year basis with the exception of taxes on goods and services (value added tax) 
that decline in 2012/13 due to arrear settlement/ refund, but picked up in 21013/14. Revenue from 
SACU (Namibia is a member of the South African Customs Union with: Botswana, Lesotho, South 
Africa and Swaziland) has shown positive growth amidst uncertainty of SACU revenue sharing 
formula between the member states. The increase can be attributed to improvement in international 
trade within the region. Namibia total revenue as a ratio to GDP performed well over the last three 
years since the decline in 2010/11 to below 30 percent and is estimated to be 35 percent in 2013/14. 

Government intervention was mandatory following the 2008/9 global financial crises. The 
Namibian government implemented positive expansionary fiscal policy and stimulus to accelerate 
growth as alluded to earlier. However, these led to and increase in public expenditures resulting in an 
increase in budget deficit by 5.7 percent of GDP in 2010/11 higher than the 1.1 percent in 2009/10. 
During 2011/12, the trend continues with expenditure on the increase in response to slow growth. 
During the same period, resulting from on going negotiation with trade union, the government wages 
bill increased significantly to meet new wages as per government/ Union agreement, accounting for 
almost half of the expenditure bill. In 2012/13, in an effort to tame the exorbitant government 
spending, fiscal consolidation path was taken to curb down government spending. Budget deficit was 
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successfully reduced to about 0.1 percent of GDP; however, expenditure bill remained on the increase 
on a year-to-year comparison. 

  
II.3.2  Government spending 2013/14 

The total expenditure budget in 2013/14 amounted to N$45.3 billion. The Social sector comprising 
of (Ministry) Education, Gender Equality and Child Welfare, Health and Social Services, Youth, 
National Service, Sport and Culture, and Veterans Affairs remained as the sector taking the largest 
piece of the national budget with N$18.1 billion; 39.9percent of total expenditures as shown in Figure 
10. The Social sector is followed by the Public Safety sector, comprising of Home Affairs and 
Immigration, Police, Defence, Justice, Prisons and Correctional Services, and Anti Corruption 
Commission getting N$8.8 billion; 19.4 percent of total expenditures. The Ministry of Finance, Mines 
and Energy, Environment and Tourism, Trade and Industry, Agriculture, Water and Forestry, Fisheries 
and Marine Resources, Lands and Resettlements, and National Planning Commission under the 
Economic sector banner followed receiving N$8.1 billion representing 17.8 percent of total 
expenditures. Followed by the Administration sector with N$5.5 billion; 12.1 percent of the total 
expenditures. Lastly is the infrastructure sector receiving N$4.9 billion- 10.9 percent of the total 
expenditures. 
 
Figure 10 Distribution of Budget (N$ - Billion) 

 
Source: Ministry of Finance 
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III. Tax Structure 
 

Taxation in Namibia can be safely said date to the 19th century with colonization of the country by 
Germany. However, promulgation of taxation laws and ordinance became official and extended to 
Namibia by the South African government in the early 20th century. Upon attaining independence in 
1990, many laws and regulation of the South African regime were kept with the exception of some 
laws repealed and amended accordingly to meet and fit in the new independent country. The Income 
Tax Act of 1981 was one of the laws inherited from the South African regime and continues to be 
administered to date. Below is the list of taxation law administered by the taxation department with 
their date of promulgation. Note, with the exception of the Income Tax Act; all the other taxation laws 
were enacted after independence: 

 The Income Tax Act No. 24 of 1981 
 The Petroleum Taxation Act No. 3 of 1991 
 The Value-Added Tax Act No. 10 of 2000 
 The Stamp Duty Act No. 15 of 1993 and  
 Transfer Duty Act No. 14 of 1993 

 
The listed type of taxation are administered and collected by the central government through the 

Department of Inland Revenue (IRD). The Department of Inland Revenue with the Department of 
Customs and Excise forms the two Revenue Management Department within the Ministry of Finance. 
The two departments operate and function within the Ministry of Finance operating and reporting 
structures. The Commissioner is in charge of the department and reports to the Minister of Finance 
through the Minister’s Permanent Secretary office. However, the Ministry had not been able to 
appoint the commissioner for the last decade and the position remain vacant and yet to be filled by the 
time of this paper. It is worth noting that Customs and Excise department is in charge of administering 
excise taxes and international trade and transaction taxes (Customs duties) including the collection of 
VAT at point of entry/ border post. This paper will not cover Customs and Excise duties, functions 
and legislations in more detail; emphasis will be on taxes administered by the department of Inland 
Revenue.  
 
III.1 Tax Administration 

 
The Department is empowered to function and operate independently within the ministry and has 

its own mission and vision towards achieving its goal and target as required and expected by the 
Minister of Finance. In its mission, the department state: “to administer the tax laws in an effective 
manner to maximize state revenue from internal taxation sources”. The following are the objectives 
followed by the department: 

i. Encourage and achieve the highest possible level of voluntary compliance in accordance 
with the tax laws and regulations. 

ii. Advice the public of their rights and responsibilities. 
iii. Determine the extent of compliance and the cause of non-compliance. 
iv. Do all things required for the proper administration and enforcement of the tax laws. 
v. Continually search for and implement new, more efficient and effective ways to 

accomplish this role. 
vi. Broaden and expand the tax base in all areas of taxation, especially in area of indirect taxes. 

vii. Strengthen the compliance function through enforcement and decentralization. 
viii. Introduce and develop tax policies and legislation, which are conducive to revenue 

optimization and which takes cognizance of tax impacts on national savings and 
investments and sustainable growth. 

ix. To improve taxpayers knowledge of the tax system and procedures. 
x. To educate and assist taxpayers and their advisors to understand their obligations and 

entitlements. 
xi. To foster a culture of voluntary compliance, thus contributing to closing the tax gap and 

maximizing revenue collection. 
xii. To improve public awareness of revenue administration and benefits thereof. and 
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xiii. To maintain ongoing engagement and contact with the taxpayers and other stakeholders. 
The department function in a hierarchical manner across the country, with the head of the 

department and the head office for the department located in Windhoek and the various head (deputy 
director level) of regional offices across the country.  The structure of the department does not follow 
political regional disseminations of fourteen regions, but combine some of the region for tax 
administration purposes and have seven regional offices. Figure 11 shows the current organogram of 
the department, the Minister and Permanent Secretary both have Deputy Minister and Deputy 
Permanent Secretary respectively: 

 
Figure 11 Ministry of Finance - IRD Organogram 
 

  
Source: Ministry of Finance 
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The new expanded structure was approved and implemented in 2010, prior to the current structure, 

there was one director heading the department assisted by eight deputy directors compared to the 
current three director and eleven deputy directors. Currently, two directors position were filled with 
one remaining and three-deputy directors position remaining. The department and the ministry 
acknowledge the need to fill managerial position for effective management and policy 
implementations and continuously strive to fill position as they arise. The need for the commissioner 
position to be filled and occupied by the relevant competent person cannot be over emphasized. 
Another milestone was the addition of the large taxpayer directorate. Prior to the new structure, all 
taxpayer were not segregated but handle through their respective regional offices under one roof 
irrespective of their nature and trading. However, as the economy continues to grow with 
advancement in technology and know-how, there is a need for the tax authority to develop certain 
technical skills and be able to attend to large taxpayers. The establishment of the large taxpayer 
directorate aims to provide effective and efficient services to taxpayers in this regard. The large 
taxpayers’ directorate became fully functional during 2014 and is expected to develop human and 
technical skills in international taxation matters amongst the various tax areas. 

 
III.2 Tax Policy 

 
Namibia does not have a dual system of tax collection by central government level and at local 

authority level. Taxes administered by the revenue management department are remitted exclusively 
to the national account of the central government for national budget distribution. Taxes collected by 
local authority on urban properties and services remains with the respective local authority for their 
expenditures and are not remitted to central government. Similarly, taxes or similar charges paid to 
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state owned enterprises (SOE) are not remitted to the central government but remains for the execution 
of their duties and functions, with the exception of dividends payment to government. However, 
through the different Ministries and agencies, the government provides funding to local authorities and 
struggling SOE through the national budget redistribution. Table 11 below shows some of the taxes 
paid in Namibia and offices responsible for their administration. With the exception of land tax, which 
is administered by the land ministry and collected by the ministry of finance, all other taxes collected 
by other agencies are also administered separately from the Ministry of Finance. 

 
Table 11 Tax Categories 

 Tax by type Collecting Agency 
Income Taxes Individual Income Tax Ministry of Finance IRD 

Business Profit Tax Ministry of Finance IRD 
Withholding Tax Ministry of Finance IRD 

Goods and Services Taxes Value Added Tax Ministry of Finance IRD 
Customs Duty Ministry of Finance C& E 

Property Taxes Transfer Duty on Real Estate Ministry of Finance IRD 
Land Tax Ministry of Lands and Resettlement 
Urban Rates and Taxes Local Authority 
Annual Circulation Tax on Motor Vehicles Road Authority 
Vehicle Tonnage Charges Road Authority 

Other Taxes Stamp Tax Ministry of Finance IRD 
Excise Tax Ministry of Finance C&E 
Mine Royalty Ministry of Mines and Energy 
Fuel Levy Ministry of Mines and Energy 
Fishing Rights/ Quotas Ministry of Fisheries and Marine Resources
Licenses Various  

Source: Ministry of Finance 
 
Tax administration in Namibia is guided by the rule of law using applicable taxation legislations. In 

the absence of clear guidance or clarity from the law, the tax department issues Practice Note to 
provide clarity and guidance to the general public. The practice notes are gazette and form part of the 
taxation laws. Should taxpayer’s require specific guidance or clarity related to their specific trade and 
cases, taxpayers can apply for Tax Ruling from the department at no additional cost. 

Namibia uses a computerized self-assessment system, even though the system is not fully 
automated. The desirability and implementation of the automated tax system in Namibia will be 
covered in the later part of this paper (Success of tax reform). 

 
III.3 Brief overview of major taxes in Namibia 

 
A. Income taxes 

The Namibian tax system followed a source or deemed source tax system imposing tax on income 
earn/ received/ accrued or deemed to derive from Namibian sources, the Income Tax Act expand the 
definition of source, to include certain income deemed to have derived from Namibian sources. 
Sketchily deemed income transactions are: 

i. Contracts made within Namibia for the sale of goods within or outside Namibia; 
ii. The use or right or grant of permission to use in Namibia – Patent, trade marks, copyright, 

model, pattern, plan, process, formula, motion picture or right of similar nature; 
iii. The imparting of or the undertaking to impart any scientific, technical, industrial or 

commercial knowledge or information for use in Namibia; 
iv. Business carried by ordinarily resident or domestic company, as owner or charterer of any 

ship or aircraft; 
v. Any service rendered or work or labor done by a person in Namibia, irrespective of source 

of remuneration; 
vi. Any service rendered or work or labor done by a person during temporary absence from 

Namibia for the same employer; 
vii. Any service rendered or work or labor done by a person for or on behalf of government, 

regional council or any local authority, notwithstanding that such services are rendered 
outside Namibia; 
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viii. Any service rendered or work or labor done by a person who is ordinarily resident in 
Namibia to foreign going ship or aircraft; 

ix. Pension and annuity accruing from services rendered in Namibia; 
x. Any interest in respect of loan, deposit, advance, participation bond, debenture or interest 

bearing security, or any dividend by building society shall be deemed to be from Namibian 
sources; 

xi. Interest accruing to ordinarily resident or domestic company; 
xii. Any annuity in respect of purchased annuity received or accruing to ordinarily resident or 

domestic company; 
xiii. Amount to ordinarily resident or domestic company from pension fund, preservation fund, 

provident fund or retirement annuity upon maturity, surrender or disposable irrespective of 
the source of such payment; 

xiv. Alienation of mineral licenses or right to mine in Namibia. 
Further more, Namibia does not have Capital Gains Tax (CGT), Estate Duty, Inheritance Tax or 

Gift Tax. Income of capital nature is excluded in principle, provided that it is not included by another 
provision. Section 1 of the Income Tax Act, definition of gross income lists a number of 
circumstances when income deemed to be of capital nature is included in taxpayer’s taxable income. 
The ministry continues to study and analyze the viability of introducing a fully fledge capital gains tax 
in Namibia and similar other taxes. For a country faced with a skewed economy like Namibia, CGT is 
highly recommended to tax wealth and redistribute to the poor to curb inequality. Studies done 
recommend the introduction of CGT tax and the minister had announced on various occasion for CGT 
introduction. 

 
B. Taxation of Personal Income 

Personal Income Tax (PIT) is the anchor of tax revenue in Namibia as can be seen in table 10. 
Income tax is imposed on the balance of individual taxpayers’ taxable income after allowing for 
deductible deductions as provided for in the Income Tax Act. Namibia PIT system is applied to 
individuals, Trust and estate of deceased person as they all fall within the definition of a person. 
Registered enterprises are subject to company taxation system under the Income Tax Act, whereas 
partnership income is subject to individual partners taxation on their share of income, as partnership 
entities are not recognized as separate entities under the domestic laws.  

Looking at tax rates, as a country faced with high level of inequality with a Gini-coefficient of 
0.639 percent (UNDP), the government continues to use taxation as one of the tool for wealth 
redistribution. The Income Tax Act has been amended on a number of occasions to align it to 
economic situation prevailing to meet the government fiscal policies and world best practices. The 
latest amendment to the Act was in 2013 when government as part of its fiscal expansionary measures 
increases the tax threshold from N$40 000 to N$50 000 and reduced tax rates to stimulate economic 
growth. Nonetheless, the 2013 amendment saw PIT rates diverting from the usual norm of having the 
top marginal rate equated to the Corporate Income Tax (CIT) rate. Table 12 shows the current tax 
rates following 2013 Income Tax Act amendments. 

 
Table 12 Rates of Normal Tax 

Taxable amount Rates of Tax 
Where the taxable amount -  
Does not exceed N$50 000 No tax payable 
Exceeds N$50 000 but does not exceed N$100 000 18 percent of the amount by which the taxable amount 

exceeds N$50 000 
Exceeds N$100 000 but does not exceed N$300 000 N$9 000 plus 25 percent of the amount by which the 

taxable amount exceeds N$100 000 
Exceeds N$300 000 but does not exceed N$500 000 N$59 000 plus 28 percent of the amount by which the 

taxable amount exceeds N$300 000 
Exceeds N$500 000 but does not exceed N$800 000 N$115 000 plus 30 percent of the amount by which the 

taxable amount exceeds N$500 000 
Exceeds N$800 000 but does not exceed N$1 500 000 N$205 000 plus 32 percent of the amount by which the 

taxable amount exceeds N$800 000 
Exceeds N$1 500 000 N$429 000 plus 37 percent of the amount by which the 

taxable amount exceeds N$1 500 000 
Source: Income Tax Act 
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The amended tax rates increased the threshold to N$50 000 and the minimal tax rate reduced from 

27 percent to 18 percent. The high earner threshold was split into two, whereas previously, taxpayer 
earning N$750 000 and above paid the highest tax rate of 37 percent. With the new amendment, the 
tax band was increased to N$800 000 and split in two bands, with the lower band of N$800 000 to 
N$1 500 000 at a tax rate of 32 percent and the top band of those earning above N$1 500 000 at 37 
percent. Furthermore, taxpayers are given generous concession for tax purposes. This includes one-
third tax free of housing subsidy amount received, expenditure and losses incurred in the production of 
income for traders, contribution to pension fund or provident fund and contribution for education 
policy amongst others. The above PIT rates are also applicable to sole proprietors and farmers. 
Taxpayers are categorized in three groups each group using a different colored form with different 
details requires for completion of the form. 

 
C. Registration and Payment of Personal Income Tax 

Personal Income Tax registration in Namibia can be classified in two categories, taxpayers who are 
salary earners or receiving remuneration (employee) and subject to employees withholding tax (pay as 
you earn - PAYE) and the second group of taxpayers referred to as provisional taxpayer’. Provisional 
taxpayer’ are: 

i. Person earning income that does not constitute remuneration (in terms of remuneration 
definition); 

ii. Directors of private company, Namibia; and 
iii. Any company 

All taxpayers eligible for tax payment and required to submit return in terms of section 56 of the 
Income Tax Act are registered and issued with tax identification number (TIN). Due date for 
submission of return and final payment is 30 June for all individuals other than for person who derive 
income partially from business, any profession or farming, whose due date for return submission and 
final payment is 30 September. Provisional taxpayers’ with the exception of those who’s income is 
wholly or partially derived from farming are expected to make bi-annual payment with the first 
payment due within the period of six month from the start of the assessment year and the second 
payment due not later than the last day of the year of assessment in question. Those who derived 
income wholly or mainly from farming, their payment due date is on or before the last day of the year 
of assessment. 

Employers are required to register with Inland Revenue and deduct employee tax liability from 
their employees’ remuneration as provided for under the tax law on a monthly basis and to remit such 
tax withheld to Inland Revenue on or before the 20th of the following month. Employers’ are also 
required to issue employees’ whose tax liability was withheld or to whom remuneration was paid with 
a tax certificate.  

 
D. Corporate Income Tax 

Namibia does not have a specific tax law that deals separately with corporate taxation other than 
the Income Tax Act. The Income Tax Act No.24 of 1981 broadly covers all type of taxation for 
individuals and corporations. The definition of company include unit trust scheme and company which 
are incorporated, formed or established within Namibia including those incorporated, formed or 
established in foreign jurisdiction deriving income from Namibian sources or having direct or indirect 
interest in those companies. Table 13 shows summary of corporate tax rates in Namibia as at 2014. 
 
Table 13 Corporate Tax Rates 

Corporate Income Source Tax Rates 
Other than mining 32 percent  
Mining other than diamond 37.5 percent  
Diamond mining 55 percent 
Petroleum activities 35 percent 
Registered Manufacturer 18 percent for a period of 10 years/ afterwards normal rate 

of corporate tax applies (32 percent) 
Unit Trust Scheme Nil - Exempt 
Export Processing Zone  Nil - Exempt 

Source: Income Tax Act/ Petroleum Taxation Act 
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Companies are allowed to deduct standardized expenditures incurred in the production of income. 

Among the deductible expenditure receiving special treatments are capital expenditures incurred for 
movable and machinery, which are deductible over a period of three years. Building allowance, which 
are deductible over a period of 20 years for building used in trade and 10 years for building used for 
manufacturing purposes. Furthermore, the act makes provision for mining companies and new mine to 
deduct development expenditure, development operations, exploration expenditures and exploration 
operations accordingly. Development expenditure is specifically not allowed to be deducted fully in 
one year but spread over three years. 

Assessed loss for both individual and companies are allowed to be carried forward. However, with 
2011 amendments to the law, new provisions were inserted limiting the period of assess loss carried 
forward by natural person in different eight identified trade (suspect trade). The suspect trades are: 

i. Any sport practice by the person; 
ii. Any dealing in collectibles by the person; 

iii. The rental of residential accommodation unless 80 percent of residential used by persons 
who are not relative for at least half of the year of assessment; 

iv. The rental of vehicles, aircraft or boats, same condition as above applies in iii; 
v. Animal showing by the person; 

vi. Part-time farming or animal breeding; 
vii. Any form of performing or creative arts practiced by the person; or 

viii. Any form of gambling or betting practiced by the person; 
Company’s self-assessment return is due within 7 months after the end of the year of assessment. 
Companies are also subject to provisional tax payment. 

 
E. Withholding Taxes 

Namibia imposes withholding taxes on certain income earned by non-resident from Namibian 
resident, sources or deemed sources. Table 14 shows withholding taxes rates. Tax treaty partners rates 
might differ from the one shown in the table. Withholding tax is a final charge to tax and does not 
form part of the assessable income. 

 
Table 14 Withholding Tax Rates 

Category Tax Rates 
Operator/ owner of ship and aircraft (Sec. 34) 32 percent of 5 percent of income earned from such services 
Interest 10 percent of any amount of interest, excluding interest from 

stock or securities and treasury bill 
Royalties 9.6 percent 
Services 25 percent 
Non-resident Shareholders Tax 10 percent – company holding at least 25 percent and 

20 percent in all other cases 
Source: Income Tax Act 

 
Withholding tax on operator or owner of ship and aircraft does not apply to person who renders 

satisfactory account; the rate of 5 percent is calculated as N$1 for every N$200 of gross receivable 
from passengers, goods and services. The rate of royalties is calculated as 30 percent of the gross 
earning multiplied by the normal corporate rate.  

Withholding tax on service was introduce as section 35A effective from March 2012, and charges a 
tax on management fee, consultancy fee, director’s fee or entertainment fee to non-resident. A 
pertinent issue on withholding tax on services is its applicability to treaty partners. The ministry 
sought guidance from Attorney General office as the law is interpreted differently between the 
stakeholders. We remain optimistic that the matter will be solved duly and provide clear guidance on 
its applicability. A non-resident is defined as: 

i. A person, other than a company, not ordinarily resident or carrying on business in 
Namibia; or 

ii. A company neither managed nor controlled in Namibia. 
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F. Tax Exemption and Incentives 
The country taxation law provides standardize tax exemption and incentives to different taxpayers 

as per their categories. Added to taxation law’s is the Export Processing Zone (EPZ) Act, providing 
for tax exemption status.  
 
G. International Taxation 

i. Tax Treaties 
Namibia has 11 treaties, of which 10 were entered into after the country attain its independence and 

the only pre-independent treaty is between Namibia and the United Kingdom which was extended to 
Namibia through the South African government in 1967.  Since the end of 2010, the government had a 
moratorium on treaty negotiation and signing. This was done to accord the country an opportunity to 
review the existing treaties and envisage new treaties in line with the country national tax policy on 
treaty negotiation to ensure that Namibian tax base and revenue is protected whilst promoting foreign 
investments. Since many of the existing treaties have inconsistent rates and taxing right granted to 
treaty partners, warranted the need for policy document on treaty negotiations. The policy document 
aims for uniformity and consistency and will become the official national policy on treaty negotiation 
in future and guide the re-negotiation process of older treaties. The policy expects to be finalized soon; 
however, the ministry has set no date when the moratorium will be lifted yet. Table 15 shows Namibia 
treaty network with some major withholding rates and provision. 
 
Table 15 Namibia Treaty Partners and Major Withholding Rates 

Country Date Dividends Interest Royalties Technical services
Botswana 2004 10 

 
10 10 10 

France 1998 15 
5  - Min 10% 

holding 

10 
Exemption provided 

10 Not mentioned 
183 days rule 

Germany 1998 15 
10  - Min 10% 

holding 

Nil – Excess over 
arm’s length terms 
taxable 

10 Not mentioned 
183 days rule 

India 1998 10 
 

10 10 10 
 

Malaysia 2004 10 
5  - Min 25% 

holding 

10 5 5 
183 days stay or 

US$10,000/year 
Mauritius 1998 10 

5  - Min 25% 
holding 

10 
Exemption provided 

5 Not mentioned 
183 days rule 

Romania 1998 15 
 

10 5 Not mentioned 
183 days rule 

Russian 
Federation 

1998 10 
5  - Min 25% 

holding and ≥ 
US$ 100k 

10 5 Not mentioned 
183 days rule 

South Africa 1998 15 
5  - Min 25% 

holding 

10 10 Not mentioned 
183 days rule 

Sweden 1998 15 
5  - Min 10% 

holding 

10 
Exemption provided 

15 
5 for patent and certain 

other items 

15 
Not mentioned 
183 days rule 

United 
Kingdom 

v

1967 15 
5  - 50% min 

oting power 

20 5, or ½ prevailing rate if 
less 

Nil – copyrights 

Not mentioned 
183 days rule 

Source: Ministry of Finance  
 
As can be seen from table 15, inconsistencies in rates ranging from nil to higher rates led to the 

moratorium on treaty negotiation as alluded to earlier. With the new policy document, Namibia hope 
to enter into new treaty with favorable terms and fair rates to all parties involved.  

Furthermore, SADC member states developed and adopted Double Taxation Agreement (DTA) 
model in 2010 to be used by member country in their future negotiations. The model is a composite of 
both the UN model and OECD model with certain provision left to the contracting parties to adopt. 

140 



Nonetheless, alongside the development of its national policy on tax treaties, Namibia is expected to 
develop its own DTA model to be used in future negotiations. Thus, both the SADC and Namibian 
model have not been tested in Namibia and expect to be used in the near future.  

 
ii. Transfer Pricing and Thin Capitalization 

Namibia adopted transfer pricing and thin capitalization regulations in 2005 and incorporated the 
regulation in the taxation laws (section 95A). The provision gives the Minister the power to adjust 
international transactions between connected parties (resident and non-resident) to reflect an arm’s 
length price for the goods or services. In 2006, the department issued Practice Note based on OECD 
guidelines on transfer pricing. Another consideration in international taxation is the Advance pricing 
agreements (APAs), Namibia does not have APA legislation and documentation procedures in place; 
APA regime is still under review. 

Similarly on thin capitalization rules, excessive interest, finance charge or other consideration 
payable in transaction arising from those considered by the Minister as ‘disproportional financial 
assistance’ from non-resident to a resident connected person shall be disallowed for tax deduction. 

 
H. Value Added Tax 

Value added Tax (VAT), was introduced in Namibia in 2000, by VAT Act No. 10 of 2000. The tax 
is charge on goods and services. Since inception, VAT had been a major source of revenue collection 
for the country and remains as such. In terms of the VAT Act, a registered person must charge and pay 
to the State, VAT charge on taxable supplies and on imports of goods and services. Namibia has a 
standardized VAT rate of 15 percent on goods and services. However, certain goods and services can 
be classified as zero-rated supplies, exempt supplies or exempt imports. Currently, there are 33 items 
listed as zero-rated supplies, 10 exempt supplies items and 15 exempt imports items with a number of 
Rebate items included. 

 
I. VAT Administration 

The Department of Inland Revenue is task with the administration of VAT alongside all other taxes 
administered by the department. All inland VAT administration and collection are handle by the 
department, whereas, the Directorate of Customs & Excise administers VAT collection and control of 
goods at point of entry into Namibia. Import VAT is paid at point of entry through Customs & Excise, 
or deferred incase of importers’ who are registered for Import VAT. Deferred import VAT is to be 
paid on or before the 20th of the following month.  

 
i. VAT Registration 

Taxpayers carrying on taxable activity in Namibia are required to be registered and charge VAT in 
terms of the VAT Act. The VAT Act allows for two type of registration: 

1. Compulsory Registration - Taxpayers’ who’s turnover from all taxable activities exceed 
N$200 000, at the end of any twelve month period, or where reasonable ground exist at the 
beginning of any 12 month period that turnover will exceed N$200 000.  

2. Voluntary Registration – Taxpayers’ who intend to make taxable supplies but do not meet 
the compulsory registration criteria, may apply to the Commissioner for registration. 

 
ii. VAT Period and Return 

Tax period for all registered taxpayers is for two calendar month period with the exception of 
farmers. Farmers have the option to elect between periods of two, four, six or twelve calendar month. 
VAT return is due for submission on or before the 25 of the moth following the last month of the VAT 
period. 

 
J. Penalties and Interest 

Both the Income Tax Act and the VAT Act include provision for punitive penalties and interest in 
the event of failure to pay tax when due, submit return and various other offences against the 
requirement of both taxes. Failure to adhere to taxation law risk being charge with; interest, penalty, 
imprisonment or multiple of punishment. 
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K. Taxation of Natural Resources 
Corporate income tax rates as illustrated in table 13 applies to taxation of income from all 

transaction carried in Namibia irrespective of the nature of commodities with the exception to taxes 
imposed under the Petroleum Income Tax Act. The Petroleum Income Tax is applicable to income 
derived from a licence area in connection with exploration operation, development operations or 
production operations carried out in any tax year in such licence area. Additionally, mining of natural 
resources is subject to payment of royalty to the government of Namibia through the Ministry of 
Mines and Energy.  

 
L. Trade Taxes 

Revenue from trade is the leading tax revenue per category in Namibia. These are revenue 
collected by Customs & Excise on goods as custom duty, excise and similar charges. As a member of 
one of the oldest customs union, SACU, Namibia share of income on international trade is distributed 
from the SACU pool. During 2009 to 2012, SACU revenue decline significantly due to SACU 
institutional reform on revenue sharing formula. However, revenue from SACU have picked up and 
anticipated to increase favorable with Namibian trade. Traders importing goods into Namibia from 
area/ country outside SACU pays custom duties and similar charges, whereas, trade within SACU 
applies the rule of origin. 

 
III.4 Tax Reform 

 
Since 2010, the country took reform measures to transform the tax department business operation. 

Measures were taken for the department to re-organize and strengthen the organizational structure of 
the department as part of tax reform. The department embarks on fact-finding mission to learn about 
automated tax system and the viability for the country to introduce such system. The following were 
area reviewed or considered for tax reform:  

i. The department organizational structure; 
ii. The introduction of a large taxpayer division; 

iii. Business process re-engineering; 
iv. Improvement of the self-assessment system for income tax with an automated tax system; 
v. Review of small and medium taxpayers regime;  

vi. Improvement and strengthening of audit, filing, collection and enforcement; and  
vii. Review of taxation legislation and study of new taxation area as a source of revenue 

collection and protection of the society. 
 

III.5 The Success of Tax Reform 
 

The department was able to successfully attain and implement some of the reform measures. The 
department successfully underwent organizational restructuring and increases its staff compliments in 
order to meet the expected output. Here thereto, the department was able to arrest administrative 
backlog in the system and updated tax assessment efficiently. 

The minister assemble a task team of professional from the ministry with the assistance of central 
bank officials to study the viability of establishing an autonomous tax agency. The study was 
successfully completed in 2013 with recommendation for the establishment of an autonomous tax 
agency. Following cabinet approval in 2014, another task team was mandated to spearhead the 
establishment of the agency by 2016. Thus, Namibia is expected to have an autonomous tax agency 
for revenue management by 2016 all circumstances being equal. 

The department undertook to replace the current self-assessment system with an upgraded tax 
system. Following successful tender biding, the tender was awarded to a joint venture of a Namibian 
and Chinese company for the development and implementation of the new tax system in June 2013. 
The development and implementation of the new integrated tax administration system (ITAS) expect 
to be completed within three (3) year period ending 2016. The ITAS expect to use the latest 
technology and innovation in tax administration. 

In pursuing to meet reform targets, the ministry sought the need for a project manager to ensure 
smooth implementation of tax reform whilst the department continues to operate normally. This saw 
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the appointment of a consultant as the project manager early 2013. This enables the department 
management to continue implementing their specific programs while tax reform agenda run parallel 
and effectively. The success of the initiative was seen, as tasks were coordinated executed effectively 
following the consultants’ appointment. Similarly, after a long protracted period without the top 
executive position being filled, the department saw the appointment of Mr. Sam Shivute as an acting 
commissioner seconded from the central bank for a period of one year. The two appointments help 
transform the department and changes were inevitable.  Even though figures were not available at the 
time of this paper, compliance level increases significantly and trust was restored in taxpayers. The 
period 2013 to 2014 saw cases of tax fraud, evasion and corruption being dealt with. Notably total tax 
revenue increases by about 15.4 percent with individual income tax increasing by 26.3 percent to 
N$11.2 billion, taxes on income and profits increased by 21.3 percent to N$17.7 billion (BON, 2013) 
albeit significant tax concessions given with the reduction of tax rates. 

The period saw amendment to taxation laws to align them with government policy and introduction 
of new taxation. Among the amendments; were the tax rates and threshold amended to new rates and 
threshold as shown in table 12, the introduction of withholding tax on services and many others. 
However, the process was not all rosy to the government as consultations with stakeholders were 
carried and certain provision saw greater resistance from the private sectors. Nevertheless, 
consultation continues on those amendments that could not be passed and for those that were still 
under review by the government. Significant tax amendments on the horizon amongst others are: 

i. Amendment to the VAT Act to increase the VAT registration threshold and abolishment of 
zero-rated supply of livestock; 

ii. Amendment to the Transfer Duty Act on transfer of membership interest of shares in close 
corporations and companies holding immovable property;  

iii. Introduction of the Securities Transfer Tax Act; 
iv. Introduction of the Export Levy Act; 
v. Introduction of the Environmental Tax Act. 

Finally, in 2014, the Directorate of large taxpayers’ was finally established and became operational. 
The department will be in charge of tax administration of all major big companies in the economy, 
including those in the mining sectors. The directorate will also be dealing with taxation of 
international transaction and transfer-pricing matters among other task. The new directorate marks the 
beginning of a new era in tax administration and international transactions, as the directorate is 
expected to build skills and capacity in the area and ensure protection of the country tax base and 
revenue from harmful tax practices.  
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IV. Country-Specific Issues 
 

A. Inequality 
The World Bank ranks Namibia as a middle-income country. Despite being ranked as a middle-

income country with a relatively high GDP per capita of about US$5,666 compared to other Sub-
Saharan African country, Namibia is faced with skewed economy were inequality is on the extreme 
side as depicted in Figure 12. The majority of the population has not seen or enjoyed the benefit of 
economic growth and continues to face social imbalances and hardship.  

 
Figure 12 Lorentz Diagram - Namibia 

 
Source: UNDP 

 
Figure 11 shows a typical depiction of the Lorentz curves for Namibia households, the country is 

ranked in the UNDP Human Development Report of 2014 as 127 out of the 187 countries with a Gini-
coefficient of 63.9, one of the highest in the world. After 24 years of independence, the government 
has introduced and followed targeted fiscal policy to redress the situation of income inequality, 
alleviate poverty and unemployment with little success. The economic imbalances persist and the 
majority of the population remains at the periphery of economic activities and advancement. With a 
margin of Namibian participating in economic activities, the majority cannot access assets, capital and 
economic resource to contribute to economic growth. In as much as reduction of inequality is rooted in 
the formation of the Namibian government, stringent policies with good monitoring tools are needed 
to address the plight of the marginalized members of the society. 

 
B. Rigid Economy 

The structural formation of the economy is another area of concern to policy makers. The economy 
is depended on limited streams of known revenue, primarily; export of natural resources. The country 
had not been able to expand and diversify from the traditional reliance on primary commodity export 
and invest in secondary industry to promote growth. Namibia boast with good infrastructure within the 
region, nonetheless had not capsulated its targeted NDP goal of becoming a regional hub for logistics.   
However, with the new Export Levy Act, the government aims to encourage local value addition from 
different economic activities in promotion of economic growth. Albeit faced with continuous private 
sectors sclerosis, there is a need for government to intensify its call of value addition and local 
beneficiation vigorously.  

Equally, the country’s economic dependence on the more stable economy of South Africa has led 
to failures to explore full potential and benefit of regional economic integration within the SADC, 
SACU and CMA area. To this end, Namibia failed for decades to wean itself from the South African 
economy and currently produces minimal goods for consumption. Should the status quo remain, 
Namibia shall continue to remain a net importer of its consumptions and remain volatile to inflationary 
imported prices and external event shocks. The country has the potential to grow its domestic food 
supply and supply regional market, however, given the snail pace of progress, policy implementation 
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and composition of economic growth, the realization of such tangible programs remain wishful 
thinking. Lesson learned from the SACU pool declining revenue in 2009 due to institutional 
restructuring and adverse economic activity and the global financial crisis experience in 2009 to 2011 
should remain a reminder to policy makers for the need to expand and diversify revenue streams and 
economic activity. 

 
C. Unemployment and Inter-regional Migration 

Government fiscal policies are targeted at economic growth, reduction of poverty and 
unemployment amongst others. However, labor force survey carried in 2012 indicates that the country 
is faced with high unemployment rate. Notably, sectors like agriculture and private household are 
among the highest employers’ with about 30 percent of employment. This clearly indicates that the 
country lacked skilled labor or opportunities in those areas as the agriculture and private household 
sectors do not require high level of education. The education level and unemployment causality need 
to be well studied in Namibia to guide government policy in the area. The education sector remains 
the largest beneficiary from the national budget over the last two decades, however unemployment and 
lack of skilled labor force continues to rise. The government investment in education for the last two 
decades and high unemployment rate in Namibia is an oxymoron.  

Another phenomenon of great concern to Namibia is Inter-regional migration. The geographical 
set-up of the economy, which is concentrated in central part, causes high migration from the countries 
populous northern region to the central regions. In turn, this intensifies pressure on central regions, 
resulting in mushrooming of informal settlement, lack of proper housing and sanitary services. This is 
also attributed to the economic dependency on export of natural resources with mines located mainly 
in the south and central regions. These highlight the need to diversify the economy and promote 
economic growth across all Namibian regions to reduce pressure on central regions. Establishment of 
manufacturing activities in the northern part of the country will capture the prevailing abundant labor 
supply, promoting economic growth and reduction of unemployment and to a certain extent reduce the 
high emigration rate from the northern regions. 

 
D. Housing 

Housing is accepted internationally as a basic need as supported by Maslow’s hierarchy of needs. 
Due to economic imbalances and high inter-regional migration, the country faces an acute shortage of 
housing and sanitary services in the central region. The shortage in supply of houses in the country 
artificially inflated rental and housing prices to an unprecedented rate placing Namibia at the second 
place following Dubai as having the most expensive housing prices. However, government has taken 
measures to address the housing shortage in the country. During 2014, the President of the Republic 
Hifikepunye Pohamba announces a mass-housing program aimed at providing suitable low cost 
housing for the majority living in deplorable condition. The program aims to build 185 000 housing 
units by the year 2030 and create additional 20 556 employment. The program started in 2014 and 
expects to deliver low cost houses by 2014/ 2015 to the first beneficiaries. 

As the country marches in the 21st century, if housing needs and prices are not cautiously addressed, 
the country run economical risk similar to those experienced in other part of the world and led to 
destructive economic consequences. The American subprime mortgage crisis and Japan/ Asia 
financial crisis are typical example of inflated mortgage prices and booming financial system that 
ended with severe strains on the economy and depression. Namibia as a developing country cannot 
afford to go similar depression. Thus, policy maker need to dynamically regulate housing prices with 
insight market forces of supply and demand. 

  
E. Climate 

The agricultural sector is the blood vein of many community and account for the largest share of 
employment. Despite this, the country goes through cyclical drought in every decade with devastating 
consequences to the agricultural sector. The sector remains vulnerable and requires pro-active decision 
making at government level to dampened the effect of drought before it happen.  
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F. Public Expenditures and Debt Growth 
  Having to meet the challenges of income inequality, poverty alleviations and unemployment, the 

government is faced with the need to increase expenditure. However, to attain sustainable growth and 
Vision 2030, the government needs to guard against parlous public spending. The last three to four 
years have seen expansionary fiscal policy meant to stimulate economic growth. However, save to 
sustain growth albeit slow, tangible result of permanent employment and economic growth are sketchy. 
But on the contrary public expenditure and government debt ratios to GDP as is shown in Table 16 
increases significantly, although within the set fiscal rule. The increases in operational expenditures 
remain worrisome to government, especially on the government wages bill, which continues to grow 
unabated. This has left the government with minimal expansionary room to maneuver further 
expansionary policy. Equally, on the increase is public debt on bilateral loans and Eurobond to fund 
developmental expenditures. However, due to the composition of the country’s revenue streams, a 
balance between revenue, expenditure and national debt should be maintained and exercise with 
restraint.  
 
Table 16 Expenditure and Debt levels (N$ Million) 

 2011/12  (actual) 2012/13   (actual) 2013/14   (revised) 
Aggregate Expenditure 34,569 38,112 47,576 
As percentage of GDP 36.2% 34.4% 38.0% 
  
Domestic Debt Stock 17,245 17,698 20,053 
Foreign Debt Stock (est) 7,489 9,042 9,723 
Total Debt 24,734 26,740 29,776 
As percentage of GDP 25.9% 24.1% 23.8% 

Source: Ministry of Finance 
 

G. Small and Medium enterprises (SME) 
Namibia does not have a specific tax regime for small and medium taxpayers. As a small growing 

economy, the sector account for a larger segment of formal and informal trading. These are the drivers 
of the economy as employers and competitors in the economy. If government policy and taxation laws 
can create an environment where-in taxes are paid whilst promoting growth, the sector has the 
potential to transform the Namibian economy into another dimension and where traders grow from 
one level to the next. Currently the sector has to compete and pay taxes at the same level as 
established large traders and multinationals or follow the individuals progressive rates for those not 
incorporated as company and corporation. The burden on SME can indirectly lead to tax evasion and 
lack of SME participation in broader economic activities. 

Study on the sector have been done and continue to be carried on the possible mechanism that can 
be used to effectively and efficiently tax the sectors whilst promoting growth. However, should the 
government decide to implement special tax regime for SME, concerted effort will be needed from the 
administration to enlighten taxpayers in the sectors on good business practices and record keeping 
before implementation of such SME taxation. The sector has the potential to grow the economy and 
increase revenue collection if training and tax awareness is prudently carried. 

 
H. Namibia Competitiveness 

Even though ranked as number five (5) in Africa in the global competitiveness index 2014-2015 
and globally eighty eight (88). In light of the above, Namibia should not take the laissez faire approach, 
but use the indexes as a yardstick to measure its progress in attaining vision 2030 and improve on 
them. Table 17 shows the summarize indexes as reported by the World Economic Forum. 

The country overall performance over the last for years shows sluggish result. No significant 
changes took place with digits fluctuating between the various years in both directions. The country 
has moderate infrastructures and road networks, which gives it a competitive advantage to grow 
positively as envisaged in Vision 2030. More emphasize should be targeted toward the education 
system and skill improvement as well in order to ensure a steady supply of skilled labor. 
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Table 17 Namibia Ranking in Global Competitiveness pillars  
Global Competitiveness Index 2011/2012 2012/2013 2013/2014 2014/2015 

 Rank Score Rank Score Rank Score   
Basic requirement (40.0%) 68 4.6 82 4.3 85 4.4 81 4.4
Institutions 43 4.5 52 4.2 48 4.2 50 4.2
Infrastructure 58 4.2 59 4.2 60 4.2 66 4.2
Macroeconomic environment 63 4.9 84 4.5 70 4.7 78 4.6
Health and primary education 114 4.6 120 4.4 125 4.4 115 4.6
Efficiency enhancers (50.0%) 97 3.7 105 3.6 99 3.7 97 3.7
Higher education and training 113 3.2 119 3.1 115 3.1 115 3.2
Goods market efficiency 71 4.2 87 4.2 91 4.1 96 4.1
Labor market efficiency 57 4.5 74 4.3 59 4.4 55 4.3
Financial market development 36 4.6 47 4.4 39 4.5 46 4.4
Technological readiness 99 3.3 104 3.2 90 3.3 89 3.4
Market size 120 2.5 120 2.6 121 2.7 119 2.7
Innovation and sophisticated factors (10.0%) 95 3.2 103 3.3 102 3.3 91 3.4
Business sophistication 95 3.6 102 3.6 99 3.7 94 3.4
Innovation 92 2.9 101 2.9 94 3.0 91 3.1
Overall Rank 83 4.0 92 3.9 90 3.9 88 4.0

Source: National Planning Commission/ World Economic Forum   
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V. Conclusion 
 
Namibia is a small, open economy and had lessons to learn from international developments over 

the last decades. The country grew at an accelerated rate in 2009 just to be halted in its tracks by the 
2008/2009 global financial recessions. Thanks to visionary leadership and countercyclical fiscal 
policies followed in prior years, the country came out with minimal damage from the global financial 
crises and has proven to be on a route toward recovery and growth is inevitable in the near future as 
provisional figures for 2015 to 2017 already shows positive growth with a reduction in the budget 
deficit. Thus the stable political environment coupled with prudent fiscal and monetary policies the 
country still has the potential to attain desired growth. What is needed is to enhance monitoring tools 
to ensure that programs are executed timely to affect the desired outcome. 

As the country marches towards Vision 2030 to become a prosperous and industrialized country, 
all stakeholders agree that more collaborated effort is needed to steer the country towards sustainable 
growth away from the current sluggish growth over the last year. The people of Namibia have 
demonstrated time and again their trust in the Namibian government by exercising their democratic 
choices. What is left is for the government to diversify the economy from primary commodity driven 
economy to a healthy system allowing for economic and tax growth. The country should use the 
prevailing harmonious environment within the SADC region to promote trade and expand its market 
beyond the current market. The benefit derived through regional integration cannot be overemphasized 
in FDI flows and economic growth.  

On tax issues, reform undertaken in 2013 – 2014 yielded positive return in their infancy and 
showed potential for higher growth in future, without blithely overlooking challenges faced by the 
administration. At the time of this paper, the acting commissioner appointed to head the tax 
department had return to his duty at the central bank and the project manager for tax reform was 
assigned to other national duties, these two pertinent position became vacant again. The department 
returns to its former position before the two reform drivers were appointed. Conspicuously, the two 
individuals did not necessarily drive the reform process alone; policy and targets were already set in 
place by the previous department management. Thus, the same management that started the reform is 
still intact and enlarged by the new structure in place, given the necessary support from top 
government officials; the window for an efficient tax administration is not yet lost. 

The development of the new automated self-assessment system is an initiative that will yield the 
desired outcome for the government as a whole, should it be developed and followed stringently. The 
future looks promising with the new system. However, tax education should be increased to prepare 
taxpayers for the new dispensation ahead. Similarly, the new developments to transform the 
department into an independent agency are likely to contribute to revenue generation through 
improved and efficient service delivery. One of the biggest challenges faced by the department is the 
bureaucratic bottleneck.  The department failed to attract and appoint suitable candidates due to strict 
government recruitment procedures that do not meet the expectation of the department and the labor 
force, once the department is enabled to operate on its own, these challenges will be something of the 
past and necessary skills will be sought from the labor market to fulfill service delivery. 

The Namibian government is constantly reminded of the skewed economy on national and 
international platforms, but seems not to have used all tools at its disposal to meet Vision 2030 desired 
outcome with regard to reduction of inequality. Measures taken by other tax jurisdiction to address 
socio-economic imbalances with taxation policy include introduction of Capital Gains Tax and Wealth 
Transfer Taxes. These are known taxes that deliver on wealth redistribution and reduction of 
inequality, which Namibia has not introduced over the last two decades and the wealthier continue to 
increase and transfer wealth freely from generation to generation. Further studies on the viability of 
these taxes in Namibia should be encouraged and carried soon without delays. This subject highlights 
the need for the government to critically review tax legislation to align them with national goals of 
enhancing the competitiveness of the economy, promotion of social welfare, and encouraging 
economic activities. Tax policies and legislation based on the old pre-independence dispensation does 
not benefit the poor and vulnerable members of the society, but continues to protect the interest of 
certain groups and individuals. 

The crippling pandemic of tax incentives and tax exemptions by developing economies including 
Namibia ought to be guarded against, as they create harmful tax competition and adverse economic 
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growth. Namibia is endowed with abundant natural resources making it naturally attractive to 
investors, and thus should not rely on tax incentives to attract foreign investment. Taxation is one of 
the factors that determine and guide investor’s decisions. However, Namibia has a competitive 
advantage in many spheres of the economy to attract foreign investors and should not give 
unwarranted tax concessions where not needed. The current regime of open-ended tax incentives in 
Namibia could literarily be called “ill suited” for economic growth and should be revised to curb tax 
leakages through avoidance and evasion and should rather strike a balance between revenue collection 
and foreign investments. 

In conclusion, one can safely say that there is light at the end of the tunnel. The complete overhauls 
of the tax organization structure coupled with the envisaged autonomous institution and introduction 
of the new automated system under development; tax compliances and service delivery will be 
enhanced for the benefit of all stakeholders, which will eventually transform into increases in tax 
revenue collection and trust in the country tax administration. 
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