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EXECUTIVE SUMMARY
The paper proposes a new Country Strategy Paper (CSP) for the Republic of
Namibia for the period 2014-2018. The new CSP is aligned with the Government’s
agenda for development and is anchored on the African Development Bank’s Strategy
2013-2022. The preparation of the CSP followed extensive consultations with the
Government and various stakeholders. The CSP will guide the Bank’s support to
implement the Government’s priorities as articulated in the Fourth National Development
Plan (NDP4) for the period 2012/13-2016/17.
Namibia is an upper middle-income country with a good track record of
macroeconomic management. Nevertheless, the country continues to be confronted by
poverty and high levels of unemployment and inequality. Further, Namibia’s economic
growth has slowed down in recent years, mainly as a result of the lingering adverse impact
of the global economic crisis. The crisis has exposed Namibia’s economic and fiscal
vulnerabilities arising from its heavy reliance on mining. It has amplified the urgent need
to diversify the economy and embark on an inclusive economic transformation to enable
the country to create economic opportunities for the majority of the population.
The new CSP coincides with the launching of the NDP4, which places renewed
emphasis on high and sustainable growth, employment creation, and reducing
income inequality. The Government has set ambitious targets including achieving an
average economic growth of 6.0 percent poor over the NDP4 period, creating at least
18,000 jobs annually and reducing the proportion of households classified as severely. To
achieve these objectives it has identified a number of “basic enablers”, namely public
infrastructure, institutional environment, education and skills, and health.
The implementation of NDP4 will require massive financial resources and skills
beyond what Namibia can provide. Based on the assessment of Namibia’s development
challenges, its strategic priorities and the Bank’s comparative advantage, the new CSP will
support the country’s development agenda by focusing on two complementary pillars: (i)
infrastructure with a focus on transport, energy and water; and (ii) private sector
development through skills development and improving the regulatory environment. The
pillars are anchored on the core operating priorities of the Bank’s Strategy and are aligned
with the key pillars of the NDP4. Bank support will contribute to inclusive and sustainable
growth, which are shared goals of the Bank Strategy and NDP4.
As a middle-income country, Namibia’s borrowing preferences change depending on
the available fiscal space. Government prefers to borrow from external sources only
during economic downturns to meet financing gaps. As a result, Government has not
provided a concrete indicative list of projects, but agreed with the CSP mission team on
strategic areas of intervention that will support Government goals as outlined in the NDP4.
Therefore, the Bank will adopt a more flexible and innovative approach to the selection of
lending instruments for the implementation of this strategy, including policy-based
lending, lines of credit, local-currency bonds and credit guarantees. The CSP lending
program will be assessed annually following the presentation of the Government budget
and resource requirements. The Southern Africa Resource Center’s close proximity to
Namibia will ensure continuous dialogue between the Bank and the Government during
the CSP period.
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I.

INTRODUCTION

1.
This paper presents a new Country Strategy Paper (CSP) for the period 20142018 for the Republic of Namibia. The new CSP is presented for the Board of Directors’
approval as the previous CSP for the period 2009-2013 (ADB/BD/WP/2009/85) expired at
the end of 2013. The previous strategy focused on three areas: (i) enhancing the
competitiveness of the private sector through the development of capacity and infrastructure;
(ii) increasing agricultural productivity and enhancing food security; and (iii) regional
integration. The new CSP has been prepared following extensive consultations with the
Government and various stakeholders in Namibia. The formulation of the new CSP has been
informed by the CSP mid-term review, the 2009-2013 CSP Completion Report, the 2013
Country Portfolio Performance Review (CPPR), the Bank’s Strategy 2013-2022 and the
Southern Africa Regional Integration Strategy Paper (RISP) 2011-2015.
2.
The CSP will guide the Bank’s support for the implementation of Namibia’s
priorities as articulated in the Fourth National Development Plan (NDP4) for the period
2012/13-2016/17. Recognizing that Namibia’s levels of unemployment and inequality remain
disturbingly high and stubborn pockets of poverty persist, NDP4 places renewed emphasis on
high and sustainable economic growth, employment creation, and the reduction of income
inequality. As a response to the challenges confronting Namibia, the Bank’s strategy rests on
two pillars: (i) infrastructure with a focus on transport, energy and water; and (ii) private
sector development through skills development and improving the regulatory environment.
The overall strategic objective of the Bank’s engagement in Namibia is to assist the
Government to achieve a more inclusive and sustainable growth and development trajectory
through structural and economic transformation.
II.

COUNTRY CONTEXT

2.1

Political Developments and Governance

3.
Namibia is a constitutional multiparty democracy where free and fair elections
are held regularly. The South West Africa People’s Organization (SWAPO) has dominated
politics since independence from South Africa in 1990. In the National Assembly elections
held in 2009, SWAPO maintained its commanding majority, obtaining 54 out of the 72
elected seats. The 2012 SWAPO elective congress re-elected Hage Geingob as the party’s
vice president, thereby making him President Hifikepunye Pohamba’s heir apparent when he
steps down in 2015 after serving his permissible two terms. A Geingob administration is
expected to continue with the current macroeconomic policies and to uphold the fundamental
rights and freedoms enshrined in the Constitution.
4.
Namibia has consistently ranked among the top sub-Saharan African countries
on good governance. The 2013 Ibrahim Index of African Governance maintained Namibia’s
ranking at sixth out of 52 African countries (after Mauritius, Cape Verde, Botswana,
Seychelles and South Africa), while the 2013 Corruption Perception Index by Transparency
International ranked Namibia the seventh least corrupt country in sub-Saharan Africa. To
achieve a more inclusive and sustainable development trajectory, Namibia has been making
strides to further improve governance. Its efforts to reform the Public Financial Management
(PFM) system are beginning to yield tangible results. This is testified by a transparent,
consultative, and inclusive fiscal budgetary process that is succeeded by well-controlled and
coordinated budget execution mechanisms, which have resulted in the decline in public sector
over-expenditures and under- expenditures. There is confidence in the national accounting
1

systems, although there has been a gradual decrease in the number of qualified audit opinions
for various ministries and departments over the years. The enactment of the PFM Bill is
expected, among other things, to strengthen the internal audit function, and introduce a more
coordinated approach to the various ongoing PFM reform initiatives (Annex VI provides a
summary of the PFM assessment). The modernization of the public procurement system,
which is being pursued through a new Public Procurement Bill, is aimed at inter alia
strengthening the legal and regulatory framework for procurement and establishing an
independent procurement oversight body (see Annex VII for a summary of the public
procurement system).
2.2

Recent Economic Developments

5.
Some positive diversification trends have occurred in the structure of the
Namibia’s economy over the past three decades, but growth has not been sufficiently
inclusive. The mining sector’s contribution to gross domestic product (GDP) shrunk from
about 47 percent in 1978 to 19.6 percent by 1990 and reached 11.3 percent in 2012. The
manufacturing sector’s contribution to GDP increased from 5.3 percent in 1990 to 11.3
percent in 2012, mainly due to the rapid expansion of fish and meat processing and some
mineral beneficiation, the areas in which manufacturing activities are currently concentrated.
The share of services in GDP rose significantly up to the period soon after independence
from an average of about 39 percent in the 1970s to an average of about 56 percent since the
1990s. The increase can be attributed to the expansion of government services, particularly
education and health, during the period leading up to and after independence. Agriculture’s
contribution to GDP declined to 5.1 percent in 2012 from 9.3 percent in 1990, mainly due to
unfavorable climatic and soil conditions, but also reflecting the rapid expansion of other
sectors (manufacturing and services). The stagnation of agricultural production has limited
the inclusive effects of growth, despite the progress made in diversification out of mining.
6.
The extraction and processing of minerals for export remains Namibia’s main
growth driver. This is despite the relative decline in mining’s contribution to GDP in recent
years. In 2012, the mining sector generated NAD 12.1 billion (USD 1.2 billion) of value
added, contributed 37 percent of total export earnings, and about 10 percent of total public
revenue. However, the mining sector’s capital intensive nature and weak linkages with the
other economic sectors have limited its impact on employment creation. Even though the
sector contributes just over 11 percent to GDP, it employs less than 2 percent of the labor
force. However, Namibia has the potential to further explore mineral beneficiation
opportunities, including the development of upstream activities.
7.
The Namibian economy has recovered from the global economic crisis. The
annual real GDP growth rate during 2002-08 was strong, averaging 5.0 percent. The robust
growth was underpinned by sound macroeconomic policies and buoyant activity in the
mining sector. However, growth contracted by 1.1 percent in 2009, undercut by a dramatic
decline in the demand for minerals (particularly diamonds), reflecting the adverse effects of
the global and South African economic downturn. Boosted by stimulus measures
implemented by the Government and rising mineral production, growth recovered strongly to
6.0 percent and 4.9 percent in 2010 and 2011, respectively (Figure 1a). Real GDP growth has
remained robust as it was estimated at 5.0 percent in 2012, notwithstanding the persistent
global economic turbulence. It was boosted by a recovery in mining activities, mainly
diamonds and uranium, and the sustained growth of construction activities buoyed by
increased spending on public works. Agriculture also performed well in 2012, albeit at a
slower pace than in 2011, primarily due to a decline in livestock marketed to South Africa,
2

while manufacturing activities expanded modestly for the second year as a weak demand for
processed minerals offset robust growth in the production of food products and beverages.
Figure 1.Namibia Selected Macroeconomic Indicators
Figure 1b: Growth Rate by Sector
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8.
Inflationary pressures have eased since the beginning of 2013. Year-on-year
inflation slowed down to 4.9 percent in October 2013, lower than the annual inflation rate of
6.5 percent for 2012. The declining trend in inflation is mainly on account of decelerating
costs of food and transport. Namibia’s inflation tracks that of South Africa (Figure 1c)
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because the Namibian dollar (NAD) is pegged to the South African rand through Namibia’s
membership of the rand Common Monetary Area (CMA) and the strong trade ties between
the two countries. Inflation is expected to hover at the top of or just slightly above the South
African Reserve Bank’s target range of 3 to 6 percent in the medium term as the depreciation
of the South African rand against major currencies starts feeding into higher price pressure
for goods and services. While Namibia’s membership of the CMA has conferred
macroeconomic stability on the country, its lack of discretion in monetary and exchange rate
policies leaves it with limited instruments for tackling inflation. Manageable inflation in
recent months has enabled the authorities to keep interest rates low to boost aggregate
demand and thereby support economic growth.
9.
The fiscal situation has deteriorated, driven by the prolongation of the
expansionary fiscal policy. The lack of an independent monetary tool has led to the active
use of fiscal policy as a major countercyclical tool to sustain economic growth in the
aftermath of the global economic crisis. Reflecting increased spending to accommodate the
program launched in 2011/12 aimed at stimulating growth and creating jobs, total
expenditure is projected to increase to 40.9 percent of GDP in 2013/14, of which recurrent
expenditures are estimated to represent about 79 percent of total expenditures, leaving the
overall fiscal deficit at 6.4 percent of GDP, from 2.8 percent in 2012/13 (Figure 1d). The
authorities, however, expect a much lower fiscal deficit in 2013/14 on account of the
recovery in revenues of the Southern African Customs Union (SACU) and increased revenue
collection associated with higher economic growth and initiatives aimed at improving tax
administration. The deficit will be financed through borrowing, mainly from domestic
sources, to support capital market development. Reflecting high borrowing, total public debt
is projected to rise from 26.3 percent of GDP in 2012/13 to 27.8 percent of GDP in 2013/14
and to reach 30.7 percent of GDP by 2015/16. Public debt, however, remains sustainable and
below Namibia’s fiscal benchmark of 35 percent of GDP. Foreign debt, representing 35
percent of total public debt is low, but above the 20:80 foreign-to-domestic debt ratio.
10.
Namibia’s external position has deteriorated, reflecting the global economic
slowdown. The current account surplus averaged over 11 percent of GDP in 2005-2008, but
deteriorated to a deficit of 2.2 percent of GDP in 2011, reflecting the effects of the
unfavorable global economic developments on Namibia’s exports, and a sharp decline in
SACU revenues induced by the slowdown in the South African economy. The deficit
narrowed slightly to 0.3 percent of GDP in 2012 following a SACU windfall and a recovery
in exports, particularly minerals. The capital and financial account registered a much smaller
surplus in 2012 than in 2011. Nonetheless, the surplus was large enough to prevent the
country’s overall balance of payments relapsing into a deficit. Namibia’s gross reserves fell
to 3.4 months of imports at the end of December 2012, but remained sufficient to maintain
the currency peg to the rand.
11.
Medium-Term Prospects: Namibia’s growth prospects look promising. Real GDP
growth is expected to remain under 5.0 percent per annum during 2013-2015. Growth will
benefit from large investment projects in mining, but will be dragged down by significant
fiscal consolidation. Downside risks associated with the global and South African economic
outlook, however, remain elevated. Key risks to medium-term growth include weak global
demand for mineral exports, adverse weather-related shocks, and lower SACU revenues due
to the economic slowdown in South Africa. The risks underscore the need for Namibia to
intensify efforts to diversify the economy in order to promote economic transformation that
will enhance the resilience of its medium-term growth prospects. To maintain long-term
4

fiscal sustainability, the authorities intend to gradually start unwinding the fiscal stimulus at
the end of the 2013/14 financial year with the objective of reaching a balanced budget by
2016/17. Accompanying measures being pursued to achieve fiscal consolidation include
expenditure prioritization, restraining the size of the wage bill (which is over 14 percent of
GDP), and strengthening domestic revenue collection and administration.
2.3

Business Environment and Competitiveness

12.
Namibia performs well among African countries in terms of business
environment indicators, but is losing ground to the rest of the world. The relatively good
ranking reflects the Government’s commitment to implementing policies and creating a
regulatory environment that fosters private sector development. The 2013/14 Global
Competitiveness Report (GCR) ranked Namibia 90 out of 143 countries (behind Mauritius,
South Africa, Rwanda, Botswana and
Table 1: Doing Business Ranking for Selected Countries
Seychelles among sub-Saharan African
(2010 & 2014)
countries), a slippage of 16 places
Change & No. of
Country
2014 Rank 2010 Rank
since 2010/11. Even though the World
Place
Bank 2014 Doing Business report Mauritius
20
17
▼ 3 places
ranks Namibia as the eighth best
32
67
▲35 places
performer in sub-Saharan Africa and Rwanda
below only Mauritius, South Africa, South Africa
41
34
▼ 7 places
Botswana, Seychelles and Zambia Botswana
56
45
▼11 places
among Southern African Development
67
92
▲25 places
Community
(SADC)
countries, Ghana
globally the country slipped 22 places Seychelles
80
111
▲31 places
from 66 in 2010 to 98 in 2014. The
Zambia
83
99
▲16 places
slippage is largely due to other
98
66
▼32 places
countries such as Ghana, Rwanda, Namibia
Seychelles and Zambia, which Source: 2010 & 2014 Doing Business, World Bank
overtook Namibia between 2010 and Ranking based on the 183 & 189 countries assessed in 2010 & 2014
Figure 2. Namibia Ranking in Doing Business
2014, making progress at a faster pace
(2010 & 2013)
than Namibia (Table 1). These
41
Enforcing Contracts
41
countries have consistently improved
Trading Across
151
their policies and business regulatory
140
Borders
environments. For instance, it now
97
Paying Taxes
112
takes only two days and two
73
Protecting Investors
82
procedures to set up a business in
15
Rwanda compared to 66 days and 10
Getting Credit
40
procedures in Namibia. The country,
134
Registering Property
169
however, has efficient mechanisms for
Dealing with
38
56
enforcing contracts and dealing with
Construction Permits
123
construction permits while accessing
Starting a Business
133
credit and getting electricity have been Ease of Doing Business
66
87
Rank
made easier in recent years. The
2010
2013
quality of overall infrastructure is also
Source: 2010 & 2013 Doing Business Indicators, World Bank
th
th
generally good, ranked 4 and 11 in
Africa by the 2013/14 GCR and in the African Development Bank’s 2013 Africa
Infrastructure Development Index, respectively, although a number of shortcomings in
transport, electricity and water still exist. Notable areas where Namibia needs to improve
include procedures for registering property, paying taxes, and trading across borders (Figure
5

2). According to the GCR, Namibia’s labor laws also remain inflexible, which makes it
difficult for employers to fire employees and obtain work permits for foreign workers.
13.
The Government continues to make strides in enhancing competitiveness and
improving the business climate to foster private sector development. It is revising the
Investment Law and the Special Economic Zones Policy with the aim of streamlining
Government administrative procedures and reducing red tape in order to reduce the cost of
doing business. The Public–Private Partnerships (PPP) Policy has been approved and the
process to develop its legal framework has commenced. This process is running concurrently
with that for developing an appropriate PPP institutional framework for facilitating private
sector investment in addressing emerging key infrastructure bottlenecks.
2.4

Financial Sector

14.
Namibia has one of the most developed financial systems in Africa, but
significant limitations remain. The 2013/14 Global Competitiveness Report ranked the
country 55th out of 144 countries in the availability of financial services (behind only South
Africa, Mauritius, and Rwanda in sub-Saharan Africa). Benefiting from close ties with South
Africa, Namibia’s banking institutions remain sound, profitable, and adequately capitalized.
As a result of its strong financial foundation, the banking system has remained resilient to
shocks emanating from the global and Eurozone financial crisis. Non-banking financial
institutions are also well capitalized and manage a total assets base of about NAD 100 billion
(equivalent to 100 percent of GDP), 58 percent of these assets were managed by locally based
asset managers. Namibia’s financial system is, therefore, flush with investible funds as 35
percent of all pension fund assets must be invested domestically. Although better than in
most African countries, the financial sector is characterized by deficiencies, including limited
competition and a high concentration of majority-owned South African commercial banks
(three out of four), insufficient financial products in the bond market, a relatively illiquid
secondary market, and, limited trading on the Namibian Stock Exchange.
15.
Namibia has made progress in increasing access to financial services for its
population. According to the 2011 FinScope survey, the proportion of the financially
excluded population has fallen from 51.7 percent in 2007 to 31.0 percent in 2011. Access to
finance is, however, still low due to weak financial literacy, lack of collateral, and limited
effective demand for financial services due to low incomes as a result of high poverty and
unemployment. As part of a series of measures aimed at promoting financial inclusion, the
Bank of Namibia launched the Namibia Financial Sector Strategy (NFSS) 2011-21 in June
2012. The NFSS aims to introduce various financial sector reforms with a view to improving
the regulatory frameworks for banks and non-bank financial institutions, facilitating the entry
of new participants to make the market more contestable and breaking its concentration to
foster price competition, savings mobilization, increasing access to finance for small and
medium enterprises (SMEs) and the general public, and enhancing consumer financial
literacy. NFSS’ notable milestone was the opening of the SME Bank in December 2012.
2.5

Trade and Regional Integration

16.
Namibia’s economy is highly dependent on international trade. The country’s
exports are dominated by minerals, especially diamonds. The geographical distribution of
exports is heavily concentrated in European (for minerals) and South African (for
manufactured goods) markets. Imports are mainly from South Africa and largely comprise
food, fuel, and passenger vehicles. There is little or no trade with the rest of SADC or SACU
6

countries, mainly because Namibia’s exports are concentrated on a narrow range of primary
products (diamonds, uranium, fish, grapes, live animals and animal products). Integration into
the regional and global economy is a critical prerequisite to spurring investment, growth and
employment. This, however, requires making strategic use of Namibia’s trade agreements
and transport infrastructure to leverage development of the priority sectors identified in the
NDP4, namely, logistics, tourism, manufacturing and agriculture. It also requires additional
investment to overcome Namibia’s infrastructure bottlenecks and skills shortages. The
Government is currently completing a strategy for implementing the Namibian Industrial
Policy, which will give impetus to private sector-led industrialization, export-orientation,
value addition, skills development and economic diversification.
Box 1: Walvis Bay Corridors
Namibia’s corridors have the potential to provide the shortest possible route for SADC to markets in Europe
and the Americas and become a logistics hub as a result of the country’s geographical location. The Walvis
Bay Corridors is a network of transport corridors linking Namibia with southern African countries comprising:






Port of Walvis Bay: This is Namibia’s largest commercial port and links the country’s multimodal
transport corridors to local, SADC landlocked countries and international markets. The port receives about
3,000 vessels and handles 5 million tons of cargo each year. It has good port infrastructure which ranks
among the best in Africa and offers competitive tariffs. It is less congested than its main competitors in
east and southern Africa.
Trans-Caprivi Corridor (Walvis Bay-Ndola-Lubumbashi Development Corridor): This route can be
accessed by road and rail, and is mainly used to transport exports and imports for Zambia, Zimbabwe, the
Democratic Republic of Congo and Malawi.
Trans-Kalahari Corridor: This corridor is accessible via road and rail and is mainly used by Botswana
and the northern provinces of South Africa, specifically Gauteng.
Trans-Cunene Corridor: The route connects southern Angola through Tsumeb, largely for the
transportation of goods and construction materials imported for the redevelopment of southern Angola.

The traffic at the Walvis Bay Port and along its transport corridors has grown significantly over the past few
years. Cargo volumes almost doubled from 145,000 Twenty-Foot Equivalent units (TEUs) to 337,000 TEUs
between 2005 and 2012. The increase is mainly in transit (serving landlocked SADC countries) and transshipment (serving South, Central and West African coastlines), which make up the bulk of container traffic at
the port. Trans-shipment traffic has grown from 92,000 TEUs in 2006 to 218,000 TEUs in 2012 (55 percent a
year) and transit traffic from 25,000 TEUs to 65,000 TEUs (25 percent a year) over the same period.
Improvements in all modes of transport are required to sustain the growth in the utilization of the Walvis Bay
Corridors and for Namibia to achieve its ambition of becoming a regional hub. These include the need to make
a number of investments including: (i) the expansion of Walvis Bay Port (currently underway through Bank
support) to respond to growing freight demand; (ii) upgrading and replacing the rail infrastructure to improve
the level of service in terms of speed (limited to 40 km/h or less on 37 percent of the network), frequency, axle
load (limited to 16.5 t or less), reliability, and safety (frequent derailments) and address the problem of ageing
and insufficient rolling stock; and (iii) upgrading and rehabilitating the road network to ensure an efficient flow
of goods to neighboring countries.
In addition to the facilitation of flows of trade and trans-shipments via Namibia, one of the great opportunities
for the country is to be positioned as a logistical hub to take advantage of rapid economic growth in a number
of SADC countries. The availability of a good international logistics network in Namibia (offering services
ranging from transport and storage solutions to customized integrated supply chain management services) is
likely to create employment opportunities for Namibians. To facilitate this process, the Bank is providing
support to Namibia with the aim of developing a national logistics master plan.

17.
The bulk of Namibia’s exports benefit from preferential trade agreements. A
major concern to the Government is the European Union’s deadline for Namibia to conclude
negotiations for a full Economic Partnership Agreement (EPA) by October 2014, failing
which it will rescind its duty-free and quota-free market for beef, fish and grapes to the
European Union (EU) market, estimated to be worth NAD 5.0 billion (about 10 percent of
total export earnings). This will adversely affect local meat, fish and grape producers and
7

consequently dampen Namibia’s economic growth and scupper its efforts to preserve and
create jobs. Namibia would like some outstanding issues to be resolved first before
concluding the EPA negotiations, including rules of origin on fisheries, the Most-Favored
Nation clause that obliges all EPA members to extend to each other access to any better
market they grant other countries, and infant industry protection.
18.
Namibia is a great advocate of regional integration owing to its small domestic
market and the need to benefit from economies of scale. Its membership of SADC
provides it with opportunities for expanding and diversifying its export markets through
access to a regional market of close to 400 million people. Namibia also belongs to SACU
with South Africa, Botswana, Lesotho and Swaziland, which has a common external tariff
and guarantees the free movement of goods among the member states and SACU receipts are
an important source of fiscal revenue for the country. Its CMA membership, the pillar of
Namibia’s monetary and exchange rate policies, has conferred macroeconomic stability and
helped integrate Namibia into the South African financial markets. It has also enabled the
country to enjoy an unrestricted transfer of funds. Recognizing the benefits that it could get
from a larger market, with a single economic space, Namibia is participating in negotiations
to create the Common Market of Eastern and Southern Africa, East African Community and
SADC (COMESA-EAC-SADC) tripartite free trade area.
19.
Namibia plays an important role in facilitating international trade and transport
in southern Africa. The Walvis Bay Corridors is a network of transport corridors comprising
the Trans-Kalahari, Trans-Caprivi, Trans-Cunene and Trans-Oranje Corridors, which link a
number of southern African countries with Namibia’s Port of Walvis Bay (Box 1 and Annex
XI). Namibia is expanding Walvis Bay Container Terminal, through the Bank’s support, in
order to realize the country’s NDP4 ambition of becoming the logistics and distribution hub
for southern Africa land-locked countries by linking them to markets in Europe and the
Americas through the various corridors.
2.6

Poverty, Social Inclusion and Equity

20.
Namibia has achieved appreciable reduction in poverty, but pockets of poverty
persist while unemployment and inequality are still disturbingly high. According to the
2009/10 Namibia Household Income and Expenditure Survey, there has been a substantial
decline in the incidence of poverty from 37.8 percent of the population in 1993/1994 to 19.5
percent in 2009/10. However, poverty remains stubbornly high in rural areas (27 percent)
compared to urban areas (9 percent) and among female-headed households (22 percent)
compared to male-headed households (18 percent).
21.
The unemployment rate was high at 27.4 percent in 2012, a reflection of skills
mismatches in the labor market and an inefficient tertiary education. The youth make up
the bulk of the unemployed (56 percent for the 15-19 year and 49 percent for 20-24 year
olds), followed by the unskilled segment of the population (33 percent for those with only
secondary education and 30 percent with primary education) and women (32 percent). Any
form of tertiary education substantially reduces the risk of being without a job, with only 4.7
percent of persons in that category being unemployed. Although Namibia’s Gini coefficient
dropped from around 0.63 in 2003/04 to 0.58 in 2009/10, partly owing to generous social
safety nets, it still depicts high levels of inequality. High income inequality is linked to the
high rate of unemployment, while labor market structural problems, such as inadequate skills
and existing skills mismatches, are cited as a major contributor to the high rate of
unemployment. Thus, Namibia requires economic transformation that is inclusive to enable it
to create economic opportunities for the majority of the unemployed population.
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22.
Past investments in education have resulted in some progress in improving
primary education enrolment rates and the adult literacy rate. However, although the
education sector has received the largest share of the national budget, averaging over 23
percent between 2010/11 and 2013/14, the sector is characterized by poor quality of
education outcomes across all segments and has not created the skilled workforce Namibia
needs to diversify the economy. Secondary schools and vocational and technical education
fail to produce students with skills required by the economy. Education has been identified by
NDP4 as a distinct enabler that can improve the quality of life and address the labor market
skills mismatch problem. Consequently, the Government has prepared the National Human
Development Plan 2010-2025 with Bank support and created the Human Resources
Development Council and Productivity Center to help address the skills shortages across all
sectors of the economy.
23.
Namibia has made some progress towards the achievement of its Millennium
Development Goals (MDGs). Gender parity in primary school has been met while gender
parity for secondary and tertiary education is likely to be achieved before 2015. The country
is on track to achieving the target on the proportion of the population in extreme poverty. It
has further made considerable gains in managing biodiversity and protecting the
environment. Although progress on key health indicators has been encouraging, with life
expectancy increasing to 62.1 years in 2010 from 42 years in 2003, Namibia remains off
track in meeting its MDG goals on reducing infant, child and maternal mortality rates (Goals
4 and 5), as well as combating HIV/AIDS and other communicable diseases (Goal 6). The
country still has a high HIV prevalence rate (estimated at 13.1 percent in 2009).
2.7

Gender Equity

24.
Gender equality and the empowerment of women have been the cornerstones of
Namibia’s development agenda since its independent in 1990. Milestones include a
gender-neutral Constitution that prohibits sex discrimination, several gender-sensitive
legislation and policies, and the ratification of key international conventions and regional
protocols aimed at eliminating discrimination against women and promoting gender equality.
As a result of these initiatives, the literacy rate among females is currently above 88 percent
and more girls are enrolled in all levels of education than boys. Women’s political
representation in local authorities is approaching 50/50 parity. Despite these advances,
disparities between women and men remain a common feature in Namibia. The female
participation rate in the labor force (at 63 percent) is lower than that for males (69 percent).
Women are still under-represented in the broader political sphere and still lag behind in the
full expression of their economic and social freedoms, mainly due to traditional practices and
customary laws rooted in a patriarchal culture, and gender-based violence remains
widespread. To further enhance gender equality, the Government launched the revised
National Gender Policy 2010-2020 in March 2012 and updated the National Gender Plan of
Action, both of which are now aligned with the SADC Gender Protocol. However, the
institutions charged with gender mainstreaming need to be strengthened and adequately
funded for the Government to effectively implement the gender policy and action plan.
2.8

Environment and climate change

25.
Namibia is highly vulnerable to climate change, which manifests itself in floods
and droughts. The country has a coastal desert, which stretches along its entire coastline of
1,570 kilometers and is one of the driest countries in sub-Saharan Africa. The livelihood for
large sectors of the population is dependent on climate-change sensitive sectors such as
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agriculture, livestock management and fishing. Namibia also heavily relies on the extraction
and utilization of its vast natural resources, including its minerals, and some of the world’s
most unusual flora and fauna. Accordingly, Namibia accords high priority to environmental
protection, which is enshrined in the Namibia Constitution. The country’s exemplary
community-based natural resource management program, which provides incentives to
communities to manage and use wildlife and other natural resources in sustainable and
productive ways, has earned it a good reputation internationally for prudent environmental
management. To strengthen its climate change adaptation and mitigation measures, Namibia
adopted the National Climate Change Policy in 2011. The designated National Authority for
Climate Change, housed under the Ministry of Environment and Tourism, is now operational.
III.

COUNTRY STRATEGIC OPTIONS

3.1

Country Strategic Framework

26.
The Government’s development agenda is articulated in NDP4, covering the
period 2012/13-2016/17. NDP4 places emphasis on achieving three overarching goals: high
and sustainable economic growth; reducing income inequality; and job creation. The plan sets
bold and ambitious targets, including achieving an average real annual GDP growth rate of
6.0 percent over the NDP4 period, creating at least 18,000 jobs annually from all sectors of
the economy, reducing the proportion of households classified as severely poor (living on less
than USD 1.25 a day) from 15.8 percent in 2010 to 10 percent in 2017, and reducing income
inequality levels by promoting inclusive growth. Key to reaching these targets is NDP4’s
focus on four key priority sectors of logistics, tourism, manufacturing and agriculture in order
to stimulate private sector-led industrialization, export orientation, value addition and
economic diversification. In order to remove the bottlenecks hindering Namibia’s potential
and improve its competitiveness, NDP4 identifies a number of “basic enablers” that need
strengthening to support the priority sectors. These include public infrastructure (transport,
energy, water, information and communication technology, and housing sectors), business
enabling environment, education and skills (with emphasis on vocational training), and health
services. The goals of NDP4 are consistent with the Bank’s Strategy 2013-2022, which
strives to support the twin objectives of inclusive growth and transitioning to green growth.
3.2

Challenges and Weaknesses

27.
Although Namibia is classified as an upper middle-income country (MIC) and has
made significant progress in addressing some of the structural problems it inherited at
independence. The country, however, still faces high levels of unemployment, poverty and
inequality. To overcome these problems, Namibia has to address a number of constraints it
faces in promoting inclusive and sustainable economic growth.
28.
Low level of economic diversification and continued high dependence on mining.
Although Namibia’s reliance on its minerals, particularly diamonds, has allowed it to achieve
significant development, this development has not been equally shared. This is due to the
capital intensive nature of mining, weak backward and forward linkages with other sectors
and lack of beneficiation. Hence, the country needs to diversify economic activity away from
the mining sector and strengthen intra-sectoral linkages, including SMEs, and add value to
minerals with a view to generating employment and economic transformation.
29.
Inadequate infrastructure is affecting competitiveness and constraining
industrialization. Although Namibia has a relatively developed infrastructure compared to
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most African countries, its vast size and thinly spread population make the provision of roads,
electricity network and water supply expensive.






Electricity: Namibia imports 60 percent of its power requirements, mainly from South
Africa, which is currently facing serious power deficits. If measures are not taken to
increase its capacity to generate power, there is a strong likelihood of an energy crisis
in the near future. This is already evident in the load-shedding and power outages,
which Namibia experiences during winter. Such load-shedding affects productivity.
Transport: Weaknesses are emerging in the transport infrastructure including
declining road users’ safety and increased maintenance due to increased traffic, traffic
jams in Windhoek, high transport costs, ageing and insufficient rolling stock, and an
old and worked out rail network. If not addressed, these challenges could become
obstacles to Namibia’s goal of becoming a regional leader in logistics and
distribution.
Water: Due to Namibia’s dry climate and unpredictable and low rainfall pattern,
insufficient water resources is a major challenge. A number of reservoirs around the
country are running low, the reliability of water supply for both industrial use and
human consumption is unsatisfactory and many rural areas lack sanitation services.

30.
Weak institutional capacity and a shortage of requisite skills are hindering the
development and growth of business enterprises. The problem is also affecting the quality
of public service delivery. The situation is further compounded by mismatches of available
skills and job vacancies in the labor market, which hampers the development of a competitive
and diversified economy. According to Namibia’s National Human Resources Plan 20102025, key skills gaps exist at the levels of management, professional (mainly technicians and
teaching associate professionals), skilled, and semi-skilled workers (sales persons; marketoriented skilled agricultural and fishery workers; and metal, machinery and related trade
workers). The low level of labor productivity and inadequate skills are further exacerbated by
the impact of HIV/AIDS and inflexible labor laws and regulations.
31.
The business environment in Namibia is relatively less attractive than those in
neighboring countries. A wide range of policy, legal, regulatory and institutional
weaknesses place the country at a competitive disadvantage compared to South Africa and
Botswana, for example. Key weakness areas include excessive bureaucracy and red tape,
regulatory bottlenecks, and a weak PPP framework. The Government has already embarked
on reforms to promote an enabling business environment.
32.
Access to financial services, particularly for business start-ups and micro, small
and medium enterprises, is a challenge. Although Namibia has relatively developed
financial systems in sub-Saharan Africa, high bank user charges and fees, high transaction
costs, low levels of financial literacy, lack of appropriate and innovative finance products
(such as microfinance) and instruments, and lack of entrepreneurial and business
management skills, are key factors limiting access to finance.
3.3

Strengths and Opportunities

33.
Supported by the right policy environment, Namibia can leverage its strengths and
opportunities to increase the country’s economic productivity, competitiveness,
diversification, rate of transformation, and the well-being of its population.
34.
Abundant natural resources provide the opportunity to transform the Namibian
economy. Namibia has a variety of minerals, including diamonds, uranium, lead, gold,
copper, and zinc. It boasts some of the world’s most unusual flora and fauna, as well as some
of the most spectacular and varied scenery and wildlife in the world, as well as fish. The
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country is also suspected of having large deposits of oil, iron ore, and coal. These natural
resources offer the country a unique opportunity to expand its tourism, fish- and agroprocessing, and secondary industries through the further exploration of mineral beneficiation.
The Government is aware of the need to implement the right measures, including policies to
reduce the high cost of doing business, removing various bottlenecks in infrastructure, and
investing in skills to exploit these opportunities for the country’s economic transformation.
35.
Namibia can become a major regional energy provider. Namibia’s Kudu gas field
has proven natural gas reserves of about 1.3 trillion cubic feet and possible reserves of nine
trillion cubic feet. If successful, current efforts to exploit the reserves could secure Namibia’s
electricity needs and allow the country to boost energy exports. Using compressed natural gas
technology, the gas can also be supplied to gas-fired power stations and industrial gas
markets in the SADC sub-region. These initiatives could boost Namibia’s economic growth
and contribute towards achieving its economic competitiveness and diversification goals.
36.
Potential to become a regional leader in logistics and distribution by expanding
transit traffic through the Walvis Bay Port. Due to its strategic geographical location,
Namibia’s ports and corridors have the potential to provide the shortest possible and therefore
least-cost trade route for southern Africa landlocked countries to Europe and the Americas.
NDP4 highlights the importance of increasing investment to expand the capacity of the
Walvis Bay Port, and upgrading and maintaining rail, road and border-crossing infrastructure.
37.
Proximity to South Africa and membership of regional economic blocks provide
an opportunity for addressing the constraints imposed by a small domestic market and
diversifying export markets. Namibia has easy access to a range of South Africa’s
expertise, advanced technology, developed infrastructures, relatively advanced intermediate
input and goods markets, capital and financial markets, and investment resources. This means
that Namibia has the potential to connect to supply chains in South Africa. With the right
policies and investment climate, Namibia’s membership of SADC and SACU offers it
prospects for diversifying its export markets, thereby mitigating risks to external shocks.
3.4

Aid Coordination/Harmonization and Bank Group Positioning in Namibia

3.4.1 Recent Developments in Aid Coordination
38.
Many bilateral donors scaled down their support to Namibia following its
classification as an upper MIC. Germany is Namibia’s largest development partner,
followed by the USA (through the Millennium Challenge Corporation (MCC)), China and the
EU. German’s assistance is rendered through the Deutsche Gesellschaft für Internationale
Zusammenarbeit (GIZ) and Kreditanstalt für Wiederaufbau (KfW). GIZ focuses on the
management of natural resources, transport, sustainable economic development and provides
technical assistance in the fields of basic education and health. KfW provides assistance in
energy, transport, water, education and health. MCC’s support focuses on education, tourism,
health and livestock. China is now Namibia’s third largest provider of bilateral development
assistance and has invested in a number of sectors, including construction and mining. The
European Union (EU) is focusing on basic infrastructure (water, sanitation and roads), human
resources development (education and health) and governance (PFM). Until the approval of
the New Port of Walvis Bay Container Terminal Project in July 2013, the Bank’s engagement
with Namibia was through five MIC Technical Assistance grants and one private sector
project during the previous CSP period (see Annex V).
39.
As an MIC, aid-related partnerships are limited. However, aid coordination has
been improving since the establishment of the Annual High- level Development Partner
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Forum, which is co-chaired by the National Planning Commission and the Head of the United
Nations agencies. The Forum has encouraged development partners to align their assistance
programs with the Government priorities identified in NDP4 in accordance with the Paris
Declaration. At the sector level, sectoral working groups meet regularly. However, their
decisions do not usually feed into the High- level Forum since the latter does not meet often.
The mechanism for bringing all the development partners together and sharing information
about their activities, therefore, needs further strengthening. The Government needs to take
increased ownership and leadership in coordinating donor activities in the country. The
opening of the Bank’s Southern Africa Resource Center (SARC) in January 2012 has led to
improved partner coordination mainly through enhanced bilateral dialogue (Box 4). Although
the Bank has not used Namibia’s country systems owing to the nature and size of the
portfolio, SARC will continue to explore the use of country systems. In this regard, SARC
will collaborate with other development partners and the Government to strengthen country
systems in line with the Paris Declaration and the Accra Agenda for Action.
3.4.2 Bank Group Positioning in Namibia
40.
Bank Portfolio: As at 31 October 2013, Bank Group commitments to Namibia
totaled UA 310 million, net of cancellations. The Bank has financed 24 public sector loans
and grants and one private sector loan. The transport sector has been the largest recipient of
Bank financing with a share of 85 percent, followed by finance (7 percent) and the social
sector (6 percent). The ongoing portfolio had commitments totaling UA 227.44 million, of
which UA 5.45 million was disbursed, representing a disbursement rate of 2.4 percent. The
low rate of disbursement reflects the approval of a major transport project in July 2013. The
performance of Bank portfolio was considered satisfactory in 2013 with a rating of 2.0 out of
3.0, down from 2.78 in the 2009 Country Portfolio Performance Review (CPPR). The decline
was due to start-up delays encountered by two MIC grants. The Bank did not finance any
project in Namibia through its sovereign window between 2004 and 2013.
3.4.3 Lessons Learned from Previous CSP
41.
The Bank has drawn important lessons from the 2009-2013 CSP mid-term
review and 2009 CPPR. The new CSP is combined with the CSP completion reporting on
the 2009-2013 CSP and the 2013 CPPR. The key lessons are highlighted below and in Box 2.
42.
The Government has a very prudent debt policy. Borrowing is currently limited to
a statutory public debt-to-GDP ratio ceiling of 35 percent. The Government prefers to create
fiscal space and build buffer capital stocks during booms to be used to fund extra
development programs to boost growth during economic downturns. Consequently, it has
resorted to increasing borrowing only to meet shortfalls in revenue collections as it did in
2002/03 and 2011/12 when the fiscal deficit reached 7.2 percent and 11.2 percent of GDP,
respectively. Government borrowing plans tend to focus on domestic sources in order to
reduce vulnerabilities stemming from external market volatility, financial crisis shocks, and
foreign exchange risks, and also to promote local capital market development. The Bank’s
engagement with Namibia should, therefore, emphasize flexibility and responsiveness
through the development of a set of flexible, client-responsive instruments and solutions.
43.
Speedy Bank processing and the implementation of financing requests are
crucial for the Government. There is a perception that Bank procedures and safeguards are
inflexible and cumbersome. This leads to delays in processing and implementing projects.
The close proximity of SARC has improved the Bank’s responsiveness, including improved
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supervision of projects. The Bank will continue to explore the use of country systems in its
lending operations in Namibia. It will also provide the necessary support to help the
Government upgrade its PFM systems. Through increased frequency of engagement with the
Government, private sector and state owned enterprises, greater efforts are also being made to
constantly sensitize clients about the Bank’s lending products and address the current
misperceptions that the Bank is inflexible and slow in delivering its products and services.
44.
Deepening coordination with other development partners is vital. The Bank has
enhanced coordination with its development partners to support economic development. This
will ensure that Bank resources are used as a catalyst for mobilizing co-financing.
Box 2. Lessons from CSP Completion Report and the CPPR








The Bank needs to maintain frequent country visits to strengthen its field presence: The opening of the
SARC is strengthening the relationship between the Bank and Namibia. Frequent visits by Bank staff have
helped boost the Bank’s image and create a sense of ownership of the Bank on the part of the authorities.
The Bank needs to do more to improve the client’s knowledge of its products: Recent consultations reveal
that key officials in Namibia are not very familiar with Bank’s financial products. There is therefore a need for
periodic sensitization on the Bank’s financial products and services highlighting their competitiveness.
The Bank needs to launch MIC grant-funded operations: Unlike investment projects, MIC grant-funded
operations are not formally launched, which causes start-up delays. The Bank needs to consider introducing the
systematic launching to create the forum for the relevant government officials and project managers to
understand ex ante, the Bank’s fiduciary policies and guidelines.
The Bank needs to improve the supervision of MIC-grant aided activities: There is a need to schedule
supervision missions for MIC grant -funded activities so as to allow the opportunity for the Bank and
Government to address operational issues. Under the current guidelines, it is not obligatory to schedule
supervision missions for MIC grants.
The Bank needs to ensure the pre-approval fulfillment of Conditions Precedent to Disbursement: The
speed with which projects become effective depends on Conditions Precedent being negotiated and met ahead
of the loan approval/signature. An example is the private sector loan to Trustco Finance in Namibia.

IV.

BANK GROUP STRATEGY FOR NAMIBIA

4.1

Rationale for Bank Group Intervention

45.
The Bank strategy for Namibia is coming at a time the Namibian economy is still
recovering from the effects of the global economic downturn. The global economic crisis
has exposed Namibia’s economic and fiscal vulnerabilities as a result of the country’s heavy
reliance on mining exports and SACU revenues. The adverse impact of the crisis has
amplified the urgent need to create an enabling environment that will facilitate the
diversification of the Namibian economy. The Bank can contribute by providing knowledge
and advisory services to help put Namibia on a path to economic transformation. This is a
unique opportunity for the Bank to demonstrate its responsiveness to the needs of Namibia.
46.
Namibia continues to face high levels of unemployment, poverty and inequality.
Bank support will, hence, be required to contribute towards Namibia’s efforts to accelerate
and sustain inclusive growth as a means of creating employment, reducing poverty and
minimizing inequalities. This will require supporting the country’s plans to enhance
economic diversification through institutional capacity strengthening, improving the business
environment, and enhancing the economy’s competitiveness.
47.
The timing of the CSP coincides with the launch of Namibia’s NDP4. The priority
actions for NDP4 involve the adoption of strategies to unlock binding constraints on the
economy. The strategies include increasing the stock and quality of physical infrastructure to
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ensure that the country becomes a regional leader in logistics and distribution. This will,
however, require a lot of financial resources beyond what the Government can provide.
Box 3. Consultation with Stakeholders
A participatory process was employed during the preparation of the CSP. SARC undertook CSP exploratory
and preparation missions in February and July 2013, during which consultations were held with Government
officials and a cross-section of stakeholders. A workshop was held to present the Bank’s financial products,
services and processes. The consultations focused on the following four main areas: (i) why Namibia had not
accessed the Bank’s sovereign window since 2004, the current misperception about inflexibilities and slowness
of delivery associated with the Bank’s products and the price of its funds, the need for Bank resources to
provide additional value over what the local capital market can offer; (ii) Namibia’s debt management policy;
(iii) performance of the Bank’s portfolio; and, (iv) building consensus on the pillars and areas of intervention of
the new country strategy. Through this process, the Government’s concerns were allayed. It was concluded that
Bank lending to Namibia could potentially be increased. Notable outcomes of the consultation process, which
have informed this CSP, include the need for the Bank to: streamline its processes and demonstrate its
responsiveness; ensure that its safeguards reflect new realities in member countries, particularly MICs; consider
innovative lending instruments including fast disbursing policy-based operations and the issuance of local
currency bonds; and, engage state-owned enterprises so that they can implement large infrastructure projects.

4.2

Pillars for Bank Group Support

48.
Dealing with the challenges of poverty, unemployment and inequality will
require measures to address constraints in infrastructure, skills and the businessenabling environment. The Bank’s new strategy for Namibia has been developed in
consultation with the Government and is aligned with the national development priorities as
set forth in NDP4. The CSP is anchored on the Bank’s Strategy 2013-2022 and is also
aligned to the Private Sector Development Policy and the Southern African Regional
Integration Strategy 2011-2015 and draft Governance Action Plan 2013-2017. Based on
Government’s guidance on its preferred areas of focus for Bank engagement, areas where
demand is strong for Bank’s products and services and the Bank’s comparative advantage,
the Bank’s strategy will focus on two pillars: (i) infrastructure with a focus on transport,
energy and water; and (ii) private sector development through skills development and
improving the regulatory environment. The proposed pillars are consistent with the core
operating priorities of the Bank’s Strategy 2013-2022 (infrastructure development, regional
integration, private sector development, and skills) and the priority actions of NDP4. The
interventions under the two pillars are expected to contribute to inclusive and sustainable
growth, which are the shared goals of the Bank’s Strategy and the NDP4.
49.
Pillar I: Infrastructure with a focus on transport, energy and water. This pillar
will support the implementation of NDP4 by helping to modernize and enhance the reliability
and efficiency of infrastructure to help the Namibian economy achieve high and sustainable
economic growth. The proposed Bank support aims at removing bottlenecks in infrastructure
in order to contribute towards economic diversification and create the necessary conditions
for private sector development. Bank interventions will be designed to enhance productivity
with the objective of creating employment to ensure inclusive and sustainable economic
growth. This will be done by supporting the development of critical infrastructure that will
crowd in private investment, promote clean energy and conserve water resources.


Transport: The Bank will respond to NDP4’s goal of making Namibia a regional
leader in logistics and distribution. It will contribute to the Government’s drive to
make the multi-modal transport facilities of the Walvis Bay Corridors the main
instrument for integrating the industrial development of the north-west of the country
and to link this industrial hub with the rest of Namibia and southern African countries.
Bank support will focus on the upgrading, rehabilitation and maintenance of
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Namibia’s road networks and the development of an efficient and sustainable urban
transport system in Windhoek. The support will also aim at upgrading and
rehabilitating Namibia’s rail system in order to make rail transport competitive,
thereby reducing the pressure on and costs of maintaining roads. Bank support will
strengthen regional integration prospects by facilitating Namibia’s connectivity with
southern African countries and advancing Namibia as a logistical hub.


Energy: Responding to the acute shortage of power supply in Namibia, the Bank will
support and contribute to NDP4’s objective of ensuring the availability of
uninterrupted, adequate, and environmentally friendly energy. The Bank will
contribute to enhancing competitiveness and efficiency in Namibia’s economic
activities so as to contribute to economic diversification. Besides contributing towards
the promotion of Namibia’s green agenda, the interventions will also lead to a
reduction in Namibia’s reliance on energy imports and create opportunities for export,
thereby contributing to reducing the energy deficit in the region.



Water and Sanitation: The Government recognizes the importance of improved water
and sanitation services as a contributor to positive health outcomes and industrial
development. Recognizing that Namibia is one of the driest countries in Africa and
susceptible to the adverse effects of climate change, the Bank will contribute towards
NDP4’s goal of increasing access to water supply for human consumption and
industrial use. This will be achieved by recharging strategic aquifers, recycling and
reusing, as well as addressing the demand side through water-saving technologies.

50.
Pillar II: Private sector development through skills development and improving
the regulatory environment: This pillar will help the Government to achieve NDP4’s
objective of promoting the private sector as a catalyst for economic growth by assisting the
Government to strengthen the policy and regulatory environment and invest in skills.
Namibia’s competitiveness and efforts to promote private sector development continue to be
impeded by skills shortages and economic costs to businesses imposed by excess bureaucracy
and red tape, and an inability to provide appropriate services and regulatory environment.


Bank support will be designed to facilitate policy and regulatory reforms aimed at
creating conditions conducive to private sector growth and economic diversification.



To support activities under Pillar I, the Bank will also support measures geared
towards enhancing the legal, regulatory and institutional framework for PPPs in order
to foster greater collaboration between the public and private sectors on the delivery
of the Government’s infrastructure development program. Enhanced public-private
dialogue will also help increase private sector engagement in public policy. Further,
given the importance of SME sector development in attaining the objectives of
inclusive growth, some focus will be given to efforts geared towards enhancing
linkages with SMEs, and initiatives aimed at increasing financial inclusion.



The Bank will support the development of skills to meet the demands of the public
and private sectors by strengthening technical and vocational education and training
to address the problem of skills shortages especially middle level skills. It will also
invest in private sector development through innovative entrepreneurship solutions in
business initiatives, microenterprises and the development of microfinance.
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4.3

Deliverables and Targets

51.
As an upper MIC, Namibia’s borrowing preferences are determined by the
available fiscal space. The preferred option for the Government is to fund development
projects using its own resources and only approach financiers when there is a financing gap.
As with the last CSP, the Government implemented most of the projects identified in the CSP
indicative pipeline using its own resources. While the authorities agreed on the strategic
pillars for the new CSP, they could not provide a firm indicative pipeline. However, there are
a number of projects that, depending on the fiscal position, the Bank could provide financing
support for (see Annex IX). These will be confirmed annually during budgeting. To underpin
such investments, the Bank has stepped up policy dialogue with and the provision of advisory
services to the Government and state-owned enterprises.
Infrastructure with a focus on transport, energy and water
52.
The objective of Bank support in the transport sector will be to contribute
towards a well-functioning, safe and high-quality transport infrastructure connected to
major local and regional markets, as well as to advance the role of Namibia as a logistics
hub to stimulate economic growth. The outcomes envisaged from Bank-supported road and
railway investments include improved regional and nationwide connectivity, reduced travel
times and costs, increased transit trade and improved urban mobility. All these have positive
impacts on economic competitiveness and employment beyond the borders of Namibia. Bank
interventions in the transport sector will complement the ongoing New Port of Walvis Bay
Container Terminal Project which was approved in July 2013. GIZ and KfW are the Bank’s
potential collaborating partners in the sector.
53.
Bank support to energy infrastructure will include the Kudu Gas Power Project.
Through this intervention, the Bank will contribute toward improved productivity through the
elimination of load shedding and power outages. The Bank will support NDP4’s desired
targets of having in place adequate base load energy to support industry development through
the construction of energy infrastructure and the expansion of production capacity from 400
MW to more than 750 MW by 2017. The intervention will promote Namibia’s green agenda
by supporting electricity-saving technologies. The Bank will also help to improve the energy
sector’s legal, regulatory and institutional framework in order to promote efficiency and
facilitate private sector participation. The Bank’s main collaborating partners are likely to be
the International Finance Corporation and the Multilateral Investment Guarantee Agency.
54.
In the water sector, the Bank will provide support through the Water Supply
and Sanitation Project. The intervention will contribute towards NDP4’s goal of ensuring
an adequate, secure and efficient water supply for human consumption as well as industrial
and agricultural development. The expected outcomes include increased access to safe water,
improved water security and sanitation, improved sustainable use of water resources
management practices, and increased resilience of water sources to the climate change. These
outcomes will greatly contribute to both social, economic development and poverty
alleviation, especially of women. The Bank will also leverage support from trust funds to
support regulatory reform work in the water sector. It will collaborate with the EU which is
currently the lead development partner in the sector.
Private sector development through skills development and improving the regulatory
environment
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55.
Bank assistance will support the development of an enabling business
environment through policy and regulatory reforms and skills development. The
expected outcomes of the Bank’s policy-based operation will include an improved business
and regulatory environment for private sector and PPPs development, expansion in domestic
and foreign investment, and reduced dependence on the mining sector. The Bank’s
intervention will also contribute towards increasing the supply of a middle-skills workforce,
knowledge and positive attitudes to promote a dynamic and sustainable economy. Additional
expected outcomes include improved quality of TVET, increased productivity, reduced youth
and women unemployment and improved entrepreneurship and business management skills.
56.
Other deliverables include enhanced opportunities for SME growth, greater financial
inclusion and a more favorable policy, legal and regulatory environment for private sector
development, all of which are expected to help improve Namibia’s competitiveness. These
outcomes will be achieved through the proposed lines of credit to the SME Bank.
Cross-cutting Issues
57.
Gender: Gender equality and analysis will be an integral part of all Bank operations
to ensure that women’s economic empowerment issues and the provision of targeted input are
incorporated in such interventions. Capacity building in key agencies that carry out and
implement gender mainstreaming will also be undertaken in order to raise gender awareness
in Bank interventions. Gender-disaggregated data will also be collected as part of the
monitoring and evaluation systems for Bank projects to enable tracking and reporting on
gender equality performance results.
58.
Knowledge solutions: The Bank will invest in substantial analytical and diagnostic
work, which will underpin the implementation of the CSP, inform future Bank operations,
and facilitate enhanced policy dialogue and advisory services (see Annex IX). The envisaged
program of analytical work, which is demand driven, include: (i) Value Chain Analysis to
identify institutional and policy reform requirements to facilitate the entry of Namibia into
global value chains and contribute towards the Government’s economic transformation
agenda; and, (ii Natural Resource Management to help the Government put in place stronger
policies and strategies for managing its abundant natural resources. Support will also be
provided for the establishment of an appropriate institutional framework for PPPs.
4.4

Financing Instruments

59.
The Bank will adopt a more flexible and innovative approach to the selection of
lending instruments for the implementation of this strategy. The instruments will include
project investment loans, local-currency bonds and credit guarantees. Policy-based operations
may be provided, which could potentially focus on reforms geared towards enhancing
economic competitiveness and private sector development. Namibia meets the conditions
required for budget support (see Annex VIII). The Bank will also tap into its administered
and global trust funds, as well as concessionary resources being made available for
environmental and climate change adaption and mitigation. It will also seek opportunities to
use its resources to catalyze additional resources.
60.
Private sector financing: Private sector operations will focus on the development of
SMEs, with lines of credits provided to financial intermediaries for on-lending to SMEs as a
means of creating employment. The Bank will continue to explore the potential for
participation in infrastructure projects through PPP arrangements and private sector promoted
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projects. It will seek to facilitate the flow of private sector investments through the use of
new instruments, such as partial risk guarantees.
4.5

Monitoring and Evaluation

61.
Delivery of the CSP results will be monitored and evaluated based on its results
framework (see Annex I). The framework includes expected impacts, outcomes and outputs
of the planned Bank interventions, and indicators that will be monitored to measure progress.
Monitoring and evaluation (M&E) of the results framework will be conducted in conjunction
with the Government as part of NDP4 implementation process. NDP4 puts emphasis on the
timely implementation of high quality programs through a formalized structure of M&E,
which encourages accountability. Line ministries will develop Annual Sectoral Execution
Plans which will incorporate specific targets and indicators. In this way, continuous M&E
will be undertaken with the line ministries by the National Planning Commission with a view
to assessing progress on the various goals and strategies to be implemented under NDP4. The
Bank will use this process to track and evaluate the success of the CSP through its
supervision missions, portfolio reviews, and the CSP midterm review. A flexible approach
will be adopted to incorporate any feedback received in the course of implementing the CSP.
Box 4. Role of the Southern Africa Resource Center (SARC) in Deepening Dialogue
The close proximity of SARC to Namibia since its opening in January 2012 has enabled the Bank to deepen
dialogue with the Namibian authorities, better respond to clients’ needs and improve partner coordination.
 Bank products and services: SARC has stepped up its efforts to sensitize the Government and key
stakeholders to acquaint them with the competitiveness of its financial products and services. Reflecting
this, the Bank has since financed a major transport project in Namibia for the first time since 2004. The
Bank organized a workshop during the CSP preparation mission in July 2013.
 Operationalize PPP Unit: An operation (to be financed through a MIC grant) will be appraised by the
Bank in the first half of 2014 to support the Government to operationalize the PPP Unit in response to
Government request. This will help the Government to reduce Namibia’s infrastructure gap by increasing
private investment in public infrastructure in the country.
 Kudu-Gas-to-Power Project: In response to Government request, the Bank has provided transaction
advisory services to it on the structuring of the guarantees required for the proposed Kudu-Gas-to-Power
Project, a major power station which is expected to generate 800 MW once it is commissioned in 2018.
 Improved portfolio quality: The Bank has been able to expand client support and improve its impact on
the ground through an increased sharing of technical and specialized skills, including those relating to
enhanced procurement and fiduciary management. The close proximity of the SARC is also already
translating into improved portfolio quality, better project supervision, and faster procurement. For
instance, the loan agreement for New Port of Walvis Bay Container Terminal Project, which was
approved by the Board in July 2013, has already been signed and a no-objection to award the EPC
contract has already been granted.
 Improved partner coordination in Namibia: The Bank was able to hold bilateral consultations with all
the key development partners with a field presence in Namibia in 2013. This will continue to be
emphasized during the CSP period.
 Fiduciary workshop: To enhance its visibility and profile in Namibia, the Bank sponsored and
facilitated the High-Level “National Accountability Institutions Conference”, which was organized by the
National Assembly to enhance accountability and transparency in the country.

4.6

Country Dialogue Issues

62.
The Bank will deepen dialogue with the authorities during the implementation of
the new CSP (Box 4). Dialogue will focus on: inclusive growth, poverty, inequality and
gender (policy, institutional and funding issues); policy and structural reforms to improve the
business climate and facilitate economic transformation; PFM and public procurement
systems; and the Bank’s financial products and processes. The Bank’s analytical work to be
19

undertaken during the CSP will be used to inform the policy dialogue with the Government,
stimulate public debate, and influence the development impact of its support to the country.
4.7

Risks and Measures to Mitigate the Risks

63.
Delay in operationalizing the PPP unit could adversely affect the mobilization of
private sector finance. As a result, delivery of some of the investments in infrastructure
identified by this strategy may not be possible. The Government has approved a PPP policy
and the Bank will provide support to operationalize the PPP Unit.
64.
Capacity constraints in the public and private sectors could delay project
preparation and hamper CSP implementation. The Bank will continue to proactively
organize periodic training programs in the area of loan administration. It will also provide
grant resources from the MIC Fund and other trust funds to enable the Government to
undertake the required preliminary and feasibility studies ahead of project preparation phase.
65.
Namibia has limited headroom to undertake additional borrowing in future. At
nearly 28 percent of GDP, Namibia’s total public debt is approaching the upper limits of the
country’s fiscal targets. The increased frequency of engagement with Government, facilitated
by the close proximity of SARC, will enable the Bank to continuously sensitize the
authorities about the costs and benefits of incurring additional debt to finance a number of
new initiatives needed to transform the economy and thereby increase economic growth,
create jobs, and reduce poverty and inequality.
66.
Namibia could decide to turn to international bond markets and domestic
borrowing to supplement its own resources to finance development projects. Based on its
relatively good rating by the credit-rating agencies, the Government issued a USD 500
million 10-year Eurobond in November 2011 with a 5.5 percent coupon rate and a 10-year
850 million South African rand (ZAR) bond on the Johannesburg Stock Exchange (JSE) in
November 2012 as part of its ZAR 3 billion medium-term note program on the JSE. SARC
will continue to engage in dialogue with the authorities to sensitize them on the
competitiveness of the Bank’s financial products and services. The Bank will also consider
issuing domestic bonds in Namibia to help reduce the clients’ foreign exchange risk and
promote local currency long-term funding and capital market development.
V.

CONCLUSION AND RECOMMENDATION

5.1

Conclusion

67.
Namibia is an upper MIC, but pockets of poverty persist and unemployment and
inequality are still disturbingly high. These challenges, which are similar to those faced by
most low-income countries, continue to impede the country’s trajectory towards inclusive
growth. Namibia’s economic growth has slowed down in recent years, mainly as a result of
the lingering impact of the recent global economic crisis. The crisis has exposed Namibia’s
economic and fiscal vulnerabilities due to its heavy reliance on the mining sector.
Consequently, Namibia needs to urgently diversify its economy and achieve inclusive
economic transformation that will enable the country to create opportunities for the majority
of the population. The new CSP for Namibia aims to facilitate the achievement of its
economic growth and development goals.
5.2

Recommendation

68.
The Board of Directors is invited to consider and approve the proposed CSP for the
Republic of Namibia for the period 2014-2018.
20

ANNEX I: CSP RESULTS FRAMEWORK MONITORING MATRIX
Country Development
Goals (PRS)

Namibia will have in
place adequate base load
energy to support industry
development through the
construction of energy
infrastructure and the
production capacity

Issues hindering the
achievement of Country
Development Goals
(sector issues)

MID-TERM
OUTCOMES
(expected at CSP MidTerm by 2016)
(Progress)
PILLAR I – INFRASTRUCTURE WITH A FOCUS ON TRANSPORT, ENERGY AND WATER
Energy
Inadequate & high cost of Reduced reliance on energy
880 MW of new generation
Reduced reliance on energy
power infrastructure &
imports from 56 percent in
capacity and transmission
imports from 56 percent in
sporadic power outages
2012 to 37 percent in 2018
infrastructure
2012 to 44 percent in 2016
Heavy dependence on
imported electricity
Inadequate regulatory &
institutional framework

FINAL OUTCOME
(expected by the end of the
CSP in 2018)

Increased access to energy
from 60 percent in 2012 to 65
percent in 2018

FINAL OUTPUT
(expected by the end of the CSP
in 2018)

Capacity- building activities and
workshops

Increased access to
electricity

MID-TERM OUTPUT
(Achieved at CSP MidTerm by 2016)
(Progress)

Construction of new
generation capacity and
transmission infrastructure
underway
Capacity- building activities
and workshops

Improved legal,
commercial & regulatory
environment

Reduced energy deficit in
Southern Africa

Vast size of country
makes provision of
infrastructure expensive

Make Namibia a regional
leader in logistics &
distribution

Desert conditions and
terrain make road access
difficult and costly
Rail network old and
worn out
Inadequate urban
transport network

Well-functioning, high-quality
transport infrastructure
connected to major local &
regional markets, as well as
advancing the country as a
transport corridor/logistics hub
Volume in cargo handling and
rail-transport cargo is double
that of 2012 by 2018

Pipeline
Kudu Gas Power
Project
Zimbabwe-ZambiaBotswana-Namibia
Interconnector
(ZIZABONA) (RISP
Project
Training and capacity
building

Improved commercial, legal &
regulatory environment
Provide safe, secure and
efficient transport
infrastructure

Proposed ADB
Interventions in the
CSP and Ongoing
Interventions

Transport
800 km of trunk and main roads
improved to bitumen standard
500 km of rail line
upgraded/rehabilitated
Mass rapid transit project
constructed in Windhoek

Vehicle operating cost and
travel time cost savings
Reduction in traffic
accidents and average
fatalities per 100,000
Reduction in wagon turnaround time

Improvement &
construction of road
network underway
Improvement &
construction of rail network
underway
Mass rapid transit project
designed in Windhoek

70 percent of railway network
complies with SADC axle
load recommendation of 18.5
tons by 2018 from 46 percent
in 2012

Ongoing
Strategic expansion
of the Walvis Bay
Container Terminal
Project
Capacity building for
Walvis Bay-NdolaLubumbashi Corridor
Management
Committee (MIC)
Pipeline
Rail project
Windhoek Urban
Transit Project

Increased use of public
transport due to improved
access, improved travel times,
and quality of service in
Windhoek
Increased access to safe

Low allocation &

Increased access to water &

Water
Increased access to water for

Increase in access to water

Construction of water and

Pipeline

I

water &sanitation services

utilization of surface &
underground water
resources
Limited capacity to
desalinate ocean water

sanitation services for the
population, especially women

human consumption to 100 percent
by 2017 from 85 percent in 2012

supply & sanitation
services in urban and rural
areas

sanitation project underway

Water supply &
sanitation project

Improved & increased bulk
water of a suitable quality
supplied in sufficient quantity
to all consumers

High evaporation
transpiration & runoff

Increased resilience of water
sources to the climate change
PILLAR II – PRIVATE SECTOR DEVELOPMENT THROUGH SKILLS DEVELOPMENT AND IMPROVING THE REGULATORY ENVIRONMENT
Creating conditions to
Limited economic
Percentage of non- mining
Manufacturing sector grow by an
Increased contribution of
Increased average growth of
promote private sector in
diversification
exports increases from 63
average of 7.5 percent between
non-mining sector to
manufacturing from 3.8
diversifying economic
percent in 2012
2013 and 2018
exports
percent in 2012
activity & broadening the
Narrow export base
benefits of economic
Improved business
Expansion in foreign direct
Overall Doing Business
Increased FDI inflows
growth
Inadequate legal,
environment & institutions for
investment inflow from about 3
ranking: 80 in 2016
regulatory & institutional
PPPs
percent of GDP in 2012.
Action play to streamline
framework for private
Increased investment in
business regulation adopted
sector participation
Overall Doing Business
PPP legal framework finalized and
infrastructure development
ranking improves from 87 in
PPP Unit operational
through PPPs
Establishment of PPP Unit
2013 to 70 in 2018
underway

Mismatch in the supply of
and demand for skills
Low entrepreneurial skills

Increased investment in
infrastructure development
through PPPs
Reduced shortage of
employable skills (including
among young people &
women), and mismatch
between skills training and
labor market needs
Improved quality of TVET
Increased labor productivity

Skills development & business
training program
Increase capacity & enrolment of
TEVET students
Number of graduates trained
Number of women trained

Increased growth in the
proportion of students
graduating with
employable skills
Increased access to &
improve quality of training
in vocational and
technical fields

Pipeline
Policy-based
operation
Capacity Building for
PPP Unit (MIC)
Line of Credit to
SME Bank (will
include a
training/capacity
building component)

Education & training
curriculum aligned with
labor market needs
Number of
entrepreneurs/women/SMEs
with access to finance

Improved access financial
services and entrepreneurial
skills
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ANNEX II. SELECTED ECONOMIC AND SOCIAL INDICATORS
Indicators

Real GDP Growth Rate
Real per Capita GDP Growth Rate
Inflation (CPI) (Annual Average)
Exchange Rate (End of Period)
Total Revenue and Grants
Total Expenditure
Overall Deficit (-) / Surplus (+)
Current Account Balance
Gross reserves
Total Debt
Indicators
Population
Employment to population ratio
Poverty headcount ratio at $1,25 a day (PPP)
Maternal mortality ratio
Total enrolment, primary
Proportion of seats held by women in parliaments
Prevalence of HIV, total
Indicators
CO2 emissions
Improved sanitation facilities
Improved water source

Unit

Actual

2009
2010
Economic Indicators
Percent
-0.7
6.6
Percent
-2.9
4.0
Percent
8.0
4.5
NAD/US$
8.5
7.6
percent GDP
31.4
28.0
percent GDP
32.5
32.6
percent GDP
-1.1
-4.6
percent GDP
-11.1
-6.9
months of imports
3.9
3.1
percent GDP
15.9
16.6
Social Indicator
Unit
19901
Million
1.4
15+, percent of total
45.2
percent of population
49.1
national estimate, per 100,000 live births
200.0
percent net
85.7
percent
6.9
percent pop (15-49)
7.1
Environment and Climate Change Indicators
Unit
19901
kg per PPP $ of GDP
0.5
percent of population with access
26.0
percent of population with access
73.0

Projection

2011

2012

2013

2014

2015

4.8
3.2
5.0
7.2
32.0
39.3
-7.2
-9.3
3.8
26.4

5.0
3.4
6.5
8.2
35.5
38.3
-2.8
-13.8
3.4
26.3

4.7
3.1
6.1
..
34.5
40.9
-6.4
-15.1
3.5
27.8

5.0
..
6.2
..
33.1
38.1
-5.0
..
..
29.6

5.0
..
6.0
..
31.5
36.5
-5.0
..
..
30.7

20002
1.9
47.2
31.9
280.0
87.1
26.4
16.2

20123
2.2
40.0
...
200.0
85.1
24.4
13.4

20002
0.5
30.0
87.0

20123
0.5
32.0
93.0

Source: Bank of Namibia, Ministry of Finance, ADB Statistics Department, ADB Statistics Department Databases; World Bank: World
Development Indicators; UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports.
Notes: …
Data Not Available
1 Latest year available in the period 1990-95; 2 Latest year available in the period 2000-04; 3 Latest year
available in the period 2005-12
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ANNEX III: SUMMARY OF THE 2009-2013 CSP COMPLETION REPORT AND
2013 CPPR
Introduction: The 2009-2013 CSP for Namibia was approved by the Board of Directors on
22 May 2009. Its overarching objective was to help to address the challenges of poverty,
inequality and unemployment in Namibia. Anchored on the strategic priorities set out in
Namibia’s Third National Development Plan, it focused on three pillars: (i) enhancing the
competitiveness of the private sector through the development of capacity and infrastructure;
(ii) investing in rural infrastructure and irrigation systems to increase agricultural productivity
and enhance food security; and (iii) trade and regional integration.
Status of Achievement of CSP Outcomes and Output: Little progress was made in the
implementation of lending activities identified in the CSP. The Bank was unable to finance a
lending operation in Namibia through its sovereign window between 2004 and 2013. During
the previous CSP, the Government had opted to implement some of the projects identified in
the Bank strategy using its own resources and taking advantage of the available fiscal space
to fast-track the implementation of the projects that were considered to have substantial
potential to stimulate the economy and create jobs. It was only towards the end of the CSP
period that Namibia sought support from the Bank for the financing of a major project, the
New Port of Walvis Bay Container Terminal Project to the value of more than UA 200
million, which was approved by the Board in July 2013. Consequently, the project is still in
its early phases of implementation.
Until this approval, the Bank Group managed to maintain its engagement with Namibia
through five MIC Fund grant resources-funded, non-lending activities and one private sector
project (all listed in Annex V) during the previous CSP period. At the time the CSP was
approved, there were only two ongoing Bank projects in Namibia. The Kamanjab-Omakange
Road Project, a transport project consistent with Pillar I of the previous CSP, was completed
in 2009, while the Tandjieskoppe Green Scheme Project, an agriculture project consistent
with Pillar II of the current CSP, was cancelled in 2009 before achieving disbursement
effectiveness, due to cost overruns and constraints in implementation capacity.
Through the transport project, Bank assistance was able to contribute towards the project’s
outcomes, including the promotion of economic activities and tourism in northern Cunene
and trade links with Angola, lowering vehicle operating costs, making transport services
more affordable, as well as reducing accidents and dust pollution. In terms of output, the
Bank’s resources were used to upgrade 204 km of existing gravel road to bitumen standard.
The carriageway has a width of 6.8 m, of which 1.5 m is paved.
The 2013 CPPR considered the portfolio satisfactory with a rating of 2.0 out of 3, down from
2.78 in the 2009 CPPR. The decline in the rating was due to start-up delays encountered by
two out of the five MIC grants. At the time of the 2013 CPPR, the Bank portfolio in Namibia
comprised six operations including five MIC grant funded operations and one private sector
project, all approved between 2009 and 2012 (see Annex V). However, the 2013 CPPR only
covered five on-going MIC grant operations of a total amount of UA 2.4 million.
The 2009 CPPR indicated that the Bank’s performance in managing the portfolio was
generally satisfactory because launching missions for new projects were undertaken on time.
These missions provided the opportunity for problems identified during the period to be
resolved before the start of actual project implementation. There were also timely supervision
missions. However, the small size of the Bank portfolio in the country was and continued to
be a source of concern for the Bank. Also, interaction with the Namibian officials
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implementing some of the on-going projects revealed that the Bank needed to ensure timely
response to requests for no objection for procurement. Furthermore, it was found that these
officials were not familiar with the Bank’s operations rules and procedures. Outlined in
Annex IV is the 2013 CPIP which includes a plan for the Bank to systematically organize
training sessions for the officials responsible for the implementation of Bank financed
projects.
Lessons Learnt: While the progress made towards achieving the CSP’s targeted outcomes
during its implementation was minimal, a number of lessons have identified, some of which
have informed the preparation of the new strategy. The lessons are highlighted the table
below.
















Lessons from CSP and Interventions
The low level of borrowing from the Bank reflects Namibia’s conservative debt
policy. The Government’s borrowing plans have tended to orient towards domestic
sources in order to reduce vulnerabilities stemming from external market volatility,
financial shocks and foreign exchange risks, as well as to develop the local capital
market.
Speedy processing and implementation of programs is crucial for the Government.
The authorities’ perception is that Bank procurement and disbursement procedures and
safeguards are inflexible and cumbersome, which lead to undue delays in project
processing and implementation.
Timely provision of knowledge services to underpin lending by the Bank. Bank staff
working on Namibia should make better use of Bank resources to provide knowledge
services to the country that can inform policy and lay the foundation for future lending
opportunities.
Bank’s field presence: The opening of the SARC is strengthening the relationship between
the Bank and Namibia. The frequent visit of Bank staff to the country has helped boost the
Bank’s image and the Namibian authorities now consider the ADB as ‘our Bank’.
Small size of the portfolio and perceived high cost of the Bank’s loan products: Recent
consultations with the Namibian authorities reveal that key officials in the country are not
familiar with the Bank’s financial products. The Bank needs to conduct sensitization and
consultation missions on its financial products from time to time, highlighting how
competitive they are in comparison with the markets.
Project launch: Unlike investment projects, MIC grant-funded operations are not formally
launched, which causes start-up delays. The Bank needs to consider introducing the
systematic launching to create a forum for the relevant government officials and project
managers to understand ex ante, the Bank’s fiduciary policies and guidelines.
Supervision: There is a need to schedule separate supervisory missions for MIC grantfunded activities so as to allow the opportunity for the Bank and the government to address
issues arising from the operation. The current guidelines indicate that it is not obligatory to
schedule supervisory missions for MIC grants.
Intra and inter-institutional coordination: The Bank and the Government need to
establish effective coordination mechanisms to ensure closer monitoring of project
implementation.
Pre-approval fulfillment of Conditions Precedent to Disbursement: Projects become
effective quickly if the Conditions Precedent are negotiated and met ahead of the loan
approval / signature. An example is the private sector loan to Trustco Finance in Namibia.
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ANNEX IV: NAMIBIA COUNTRY PORTFOLIO IMPROVEMENT PLAN
Issues

Project launch for MIC grant operations
Insufficient institutional capacity in
project implementing entities,
Government and the Bank due, in some
cases, to staff turnover.
Staff turnover

Project Management delays and slippages
Tax-withholding issue
Communication

Limited knowledge of Bank rules and
procedures
Delays in the procurement process

Action Required

Measurable Indicators
Framework

Project management and Effectiveness
Introduce the launching of MIC grant-funded operations. to
create a forum for the relevant government officials and project
managers to understand, ex ante, the Bank’s fiduciary policies Smooth and timely take-off of
and guidelines
the operations
Take steps to minimize this risk by pursuing initiatives to
improve the incentive structure for attracting and retaining high
caliber personnel in the relevant ministries and implementing Increased number of
entities like the Namibia Airport Company.
staff retained
Ensure stability of task managers to avoid disruption in project Measured stability in project
implementation
management
Extend the Last Disbursement Deadline of the operations that
are far from being completed. These operations include the MIC
grants for the Namibia Airport Study; the Statistical Capacity
Building; and the Establishment of the Medical Benefit Fund.
Introduce the supervision of MIC grant-funded operations and
Projects are completed
closer monitoring of
within the planned
implementation of agreed actions
schedule
Identify the source of funds for the taxes relating to the
Tax issue resolved with the
implementation of the Namibia Airport Study
consultant
Periodic (possibly quarterly) consultations with the
implementing entities to discuss
(Fiduciary Management (procurement, disbursement and audit)
Smooth procurement
Organize periodic fiduciary clinics for the staff of implementing processes; and disbursement
entities as well as the GRN officials directly involved in the
requests and audit reports are
implementation of Bank-financed projects.
submitted in the right format
Respond promptly to requests
for non-objection
Real-time responses

Responsible

Timeframe

The Bank and GRN

Continuous

The Government of the
Republic of Namibia /
The Bank

Continuous

The Bank

Continuous

GRN and the Bank

The Bank and GRN

Continuous

GRN

End July 2013

The Bank and GRN

Continuous

The Bank and GRN

Continuous

The Bank

Continuous
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ANNEX V: BANK GROUP ACTIVITIES IN NAMIBIA AS AT 31 OCTOBER 2013
Project Name

Namibia Airport
Study (MIC)
Human Resources
Development Plan
(MIC)
Statistical Capacity
Building (SCB-II)
(MIC)
TRUSTCO Finance
(Private Sector
Establishment of the
National Medical
Benefit Fund (MIC)

Approval
Date

Entry into
Force

Disburse
Deadline

Amount
Approved
(UA)

Amount
Disbursed
(UA)

Disbursed
Rate
(%)

20.07.10

25.05.11

31.12.13

594,000.00

78,551.09

13.22

09.10.09

16.03.10

31.09.13

600,000.00

537,201.15

89.53

07.07.11

02.03.12

31.12.13

490,600.00

490,600.00

100.00

Namibian authorities have submitted
the request for first disbursement

07.12.12

12.12.12

4,343,555.17

4,343,555.17

100.00

Implementation progressing well

12.03.12

31.08.12

Expansion of Walvis
Bay Container
22.07.13
Terminal (ADB)
Expansion of Walvis
Bay Container
22.07.13
Terminal (MIC
Total
Source: African Development Bank
Highly Satisfactory:

Satisfactory:

Outstanding Implementation Issues

Assessment of
Implementation
performance
(Traffic Lights)

Study is underway after experience
start-up problems
Supervised in March 2013.
Government requested to conduct an
audit

31.12.13

500,000.00

0.00

0.00

Experiencing significant
implementation delays. The
Government has requested for the
extension of last disbursement date
extension

31.12.17

219,910,00.00

0.00

0.00

Loan signature expected in
November 2013

31.12.17

1,000,000.00

0.00

0.00

Loan signature was done in
November 2013

227,438,155.2

5,449,907.4

2.40

Unsatisfactory:
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ANNEX VI: PUBLIC FINANCIAL MANAGEMENT SYSTEMS
The main conclusion drawn from the PFM assessment is that Namibia’s PFM reforms over the
past years have, and continue to gradually consolidate into visible results. The country’s
budgeting systems are relatively robust, entailing a very participatory, consultative and
transparent budgetary process. There is a generally satisfactory level of orderliness in both the
preparation and appropriation of the budget, which normally takes place in a timely manner, but
with a legal proviso that spending to an extent of 33 percent could happen prior to the final
budget appropriation law. The budgetary documents are made publicly available through the
Government’s bookshop and website within a reasonable time period.
Namibia’s spending systems are largely centralized and further controlled by a well-functioning
Integrated Financial Management Information System (IFMIS)-based commitment control
system. As such, across-board variances have not reached alarming levels. System- generated
and human-validated monthly and quarterly reports assist management to track the execution of
the budget, culminating in timely prepared and audited annual national accounts. IFMIS
currently covers the entire recurrent and capital central budget spending, except for transfers to
subnational Governments, which account for about 2-5 percent of the overall national budget.
The National State Accounts are prepared annually. Over the past years the accounts have been
prepared in accordance with cash-based national standards, which are not fully aligned to
International Public Sector Accounting Standards (IPSAS). However, there are plans to convert
to IPSAS, taking a gradual approach which will first retain the cash basis, but under which
information on accruals will be provided in full. The 2013/14 fiscal year is targeted to be the
first in which reporting will be based on cashed basis IPSAS.
The Auditor General audits national accounts on an annual basis. The audits are carried out in
accordance with best practices although the standards adopted are not specified in the audit
reports issued by the AG. The audit for the 2012 financial year had just been completed at the
time the mission and reports were due to be tabled, which means there is currently no backlog.
The Accountant General and Auditor General presented their reports on time for discussion by
the Public Accounts Committee.
While it can certainly be concluded that the PFM environment in Namibia is satisfactory, there
remains areas of concern. The Internal Audit department is currently facing a wide range of
challenges, including capacity and skills constraints, the regulatory set-up, enforcement
mechanisms and weaknesses in the overall institutional set up. The output of their work, in most
cases, does not necessarily filter into very noticeable effects in PFM. Namibia could also
improve on strengthening the link between the MTEF and the National Development Plans.
Several donor-supported PFM reform initiatives are currently on-going, targeting among other
things the budget formulation process, expenditure management, and the offices of the
Accountant and Auditor General. The main highlight of the reforms agenda is the formulation of
a new Public Finance Management Bill, which, once passed into law, will replace the current
State Finance Act. There is a need for the PFM reform initiatives to be centrally coordinated and
with a clear Results Chain Framework, something the Government is looking into. A PEFA
assessment is planned for 2013 and the Bank has expressed its availability to closely participate
in the review process as may be required by the Government of Namibia.
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ANNEX VII: FIDUCIARY ENVIRONMENT - PROCUREMENT
Legislative and Regulatory Framework
Procurement in Namibia is governed by The Tender Board of Namibia, Act 16 of 1996, the
Tender Board Regulations of 1996 and the Tender Board of Namibia Code of Procedure of
1997. Procurement by regional councils and local authorities has been decentralized and is
governed by the Tender Board Regulations of 2001. Procurement by State-owned Enterprises
(SOEs) is not governed by the legal and regulatory framework but each has its own tender
regulations. As such the coverage of the Legal and Regulatory Framework is not fully
comprehensive and does not provide a uniform framework for all procurement using public
funds. However, a new draft Procurement Bill is currently under consideration by Parliament
and may be passed in the course of 2013. The draft Bill in its present form covers procurement
for all public procurement, including central, regional and local government, as well as SOEs.
Institutional Framework and Management Capacity
Namibia does not have an independent procurement oversight function. Some of the functions
that typically would be the responsibility of such a body, such as the drafting of amendments to
the legislative and regulatory framework, are carried out by the Permanent Secretary of the
Ministry of Finance. Other functions are carried out by the Secretariat of the Central Tender
Board (CTB), such as training and providing advice to contracting entities. However, as the
CTB is itself a body that is responsible for conducting procurement operations, there is a conflict
in interest in its having responsibility for oversight and normative functions. Under the current
arrangement, procurement is quite well integrated into the Public Finance Management System.
Under the current framework all procurements from central government agencies exceeding
NAD 10,000 do go through the CTB. The CTB is supported by a Secretariat. Procurement
requests are submitted by ministries, departments and agencies to the Secretariat who review the
specifications to ensure that they are appropriate and generic. The Secretariat is then responsible
for the process by advertising for tenders, until they are opened. The tenders are then returned to
the ministries for evaluation. Once the evaluation is complete, the tenders are returned to CTB
for review and contracts are awarded.
Procurement Operations and Market Practices
Procurement is not considered a professional function in Namibia at present. There is no specific
cadre for procurement in the public service, no job descriptions relating to procurement roles
and responsibilities and no requirement that those working with procurement must have
procurement education or training. The public procurement market in Namibia functions well
and is competitive despite the weaknesses identified above.
Integrity and Transparency of the Public Procurement System
There is fairly good access to procurement information. Tender notices and contract awards are
published in newspapers having a wide circulation and also on the website or the Tender Board.
The Institute of Public Policy Research (IPPR) regularly publishes papers on procurement. IPPR
issues a series of papers on corruption and have so far issued papers that discuss procurement in
relation to the Tender Board, SOEs, Local Government and construction, which are freely
available online.
Ethics and Anti-Corruption
The Anti-Corruption Commission of Namibia is active in investigating public procurement
cases; although statistics are unavailable, it was reported that prosecutions have taken place.
While all public officials are subject to a code of conduct, there is neither specific code of ethics
relating to those working in the area of public procurement nor a policy on financial disclosure.
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ANNEX VIII: CONDITIONS AND REFORMS FOR BUDGET SUPPORT PROGRAM
A Summary of the Preliminary Assessment of the Prerequisite for Budget Support
Prerequisite

Focus
Political stability

General
prerequisites

Economic stability and
Government’s commitment

Existence of well-designed
PRSP or NDP and effective
implementation mechanisms

Viable macro-economic and
financial medium-term
framework
Technical
prerequisites
Strong partnerships between
RMC and donors

Strong partnerships among
donors
Satisfactory fiduciary review
of the public financial
management system (use of
country system)

Comments on Current Situation
 Overall the political environment is stable and there is sound
governance architecture. Namibia also has a good track record
of peaceful and free and fair elections.
 Namibia has enjoyed sustained economic stability for over a
decade. However, the current global economic crisis increases
the country’s vulnerability to external shocks.
 Government is committed to reforms and has largely been
undertaking reforms without any donor-supported program.
 NDP4 is results based and was prepared through a broad
participatory approach involving national stakeholders.
 NDP4 has an effective implementation mechanism, which is
overseen by the National Planning Commission. It puts
emphasis on implementing programs of a high quality of
programs through a formalized structure of M&E.
 The IMF conducts annual Article IV Consultations with
Namibia although the country does not have an IMF program.
 The persistence of macroeconomic stability in Namibia is
reaffirmed by the IMF’s 2012 Article IV consultation report
released in February 2013.
 As an MIC, aid-related partnerships with donors have been
limited. However, the Development Partners Group (DPG) was
established.
 The DPG has encouraged development partners to align their
country assistance strategies and interventions with the
priorities identified in NDP4.
 Government signed the Paris Declaration in April 2007.
 The DPG has also improved partnerships among donors.

 The European Union has reviewed the performance of its
budget support in the light of the 2008 PEFA and the ongoing
PER. Subsequently, it has decided to increase the allocation for
the budget support operation as a result of satisfactory
performance.
 The Bank Group’s assessment of Namibia’s PFM systems
reaffirmed the improving condition of the country systems
(PFM) to allow a policy-based operation.
Source: The African Development Bank and the Government of Namibia.

ANNEX IX: INDICATIVE LENDING AND NON-LENDING OPERATIONS
UA Million
Operations

2014

2015

2016

2017

Potential
Collaborating
Partners

Pillar I: Infrastructure with a focus on transport, energy and water
Kudu Gas-to-Power Project
TBD
IFC, MIGA
Okahandja-Windhoek Road Extension Project
TDB
GIZ & KfW
Windhoek Urban Transit Project
TDB
GIZ & KfW
Water and Sanitation Project
TBD
EU
Pillar II: Private sector development through skills development and improving the regulatory
environment
Building Capacity for PPP Unit (MIC)
1.2
Policy-Based Operation
TBD
EU, World Bank
Line of Credit to SME Bank
TBD
Value Chain Analysis
0.1
Improve Natural Resources Management
0.1
GIZ

X

Water & Sanitation

Tourism

Transport

Trade & Industry

Support to NGOs

PFM

Public Sector Reform

Rural Development

Public Administration

Private Sector Development

Lands & Natural Resources

HIV/AIDS

Health

Governance

Gender

Fisheries

Environment & Climate Change

Energy

Education

Defense

Culture & Arts

Decentralization

Construction

Agriculture

Donor/Sector

Capacity Building

ANNEX X: MATRIX OF DONOR ACTIVITIES AND ENGAGEMENT

Disbursements
Outside State
Revenue Funds
between 2008-2012
(USD million)

ADB

2

China

160

EU

75

Finland

56

France

53

Germany

198

Japan

53

Luxembourg

14

Spain

26

Sweden

11

World Bank

12

USA
UN

*

196
29

Source: Government of Namibia
Notes: * PEPFAR stands for President's Emergency Plan For AIDS Relief
█ Main/lead development partner
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ANNEX XI: MAP OF WALVIS BAY CORRIDORS
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