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Abstract 

This study investigated the factors that constrain the effectiveness of fiscal policy in 

Namibia. The research primarily aimed at identifying economic, social and political 

factors that constrain the effectiveness of fiscal policy in Namibia. The study employed 

a quantitative research approach, of a descriptive design. A structured questionnaire 

was administered to a sample of 81 respondents purposively selected. In this study, a 

set of social, political and economic factors were found to highly contribute to the 

ineffectiveness of fiscal policy in Namibia. On social factors, community participation, 

demographic characteristics, transparency and accountability, and cultural beliefs 

were identified as factors that constrain the effectiveness of fiscal policy. The survey 

results showed that insufficient resources, weakly prioritized expenditures, large debt 

stock, ineffective institutional framework, and poor capacities of the budgeting process 

were the most economic factors that constrain fiscal policy effectiveness. Meanwhile, 

89% of the total respondents agreed that lack of political will, cabinet size, overlapping 

roles between institutions and lack of or slow decentralisation were political factors 

that inhibit the effectiveness of fiscal policy in Namibia. Furthermore, 100% of the 

respondents emphatically rejected the proposition that fiscal policy is ineffective due 

to lack of resources. From the results, it was concluded that the continued per i tence 

of fiscal policy ineffectiveness will continue to yield high levels of poverty, 

unemployment, and regionally unbalanced development and therefore can re ult in 

increased concern as to the degree of adherence to sound economic principles in the 

formulation and implementation of the country's fiscal policy. The research 

recommended coherence between the central government offices and agencies. This is 

expected to result in less government bailouts and the revenue which would otherwise 

have been used for bailouts would now be targeted to national priority areas. 
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1.1 Background of the Study 

Introduce the problem here. 

CHAPTER ONE 

INTRODUCTION 

Like many developing countries, Namibia has experienced pers istent budget defi cits 

and rising levels of go vernment debt. The 2015/201 6 financial yea r was fill ed with 

challenges that threatened global and domestic economic deve lopments fo r most 

countries. These challenges included: the financial cri sis, increas ing uncertainty in the 

global geopolitica l environment, the impact of the commodity price crash, asset market 

vo latility among others (Internati onal Monetary Fund, 20 16). All these deve lopments 

negative ly impacted revenue perfo rmance at the same time affect ing other key fi sca l 

indicators such as low growth in most African countries. Low producti vity growth and 

other challenges that emerged from the financial crisis continue to hamper economic 

growth espec ially for the deve loping countries (Internati onal Monetary Fund, 20 16). 

More spec ifically fo r Namibia, severe drought effec ts, deprec iati on of the South 

African Rand, the adverse global economic environment, the outbreak of foot and 

mouth di sease, high demand for land from the landless, compounded by skyrocketing 

prices for land remain as the chall enges faced by the government during the 20 15-1 6 

financial year. These challenges negati ve ly impacted the est imated revenue co llection 

outturn of N$ 19 billion lower than the initial estimate of N$24 billion (Ministry of 

Finance, 20 18). Liquidity came under pressure due to weak market confidence and 

consequently a ti ght cash fl ow situati on causing an increa e in ex penditure. As a resul t, 

economi c growth slowed down in 20 16 to an estimated O.l percent hom 6.1 percent 

in 20 15, (Mini stry of Finance, 20 18). 
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In Namibia, the focu s areas of the budget have been investments in the areas with the 

potential to induce economic growth and susta inab le deve lopment, poverty 

erad ication, improvement of the soc ia l we lfare, progress towards prosperity and 

improved delivery of timely reliable and affordable services to the public (Price 

Waterhouse Coopers, 20 15). 

The government of The Republic of Namibia has prioriti sed economic and social 

development to improve the soc io-economic status of its citizens. For over two 

decades, the government has initiated several national intervention programs and 

policies in order to achieve nati ona l obj ec tives. These initi atives and strategies are 

encompassed in the Namibia Vis ion 2030 Po li cy Framework for the long-term nationa l 

deve lopment document as well as in the Namibia Nationa l Development Plans (NDP). 

Overarch ing goa ls of these national po licy documents include but are not limited to 

hi gh and susta inabl e economic growth, emp loyment creation, increased income 

eq uality and poverty red uction among others. 

Since the beginning of the worldwide economic recession, the Government of the 

Republic ofNamibia (G RN) has started a progress ion of extensive sca le reso urce buys 

to expand liquidity in the framework and utili sed its accounting report as a dev ice 

try ing to accompli sh its mandated obj ec tives of employment and price stab ility by 

2030 . The Namibian government started the fi sca l improvement bundle in 20 17 . It 

sta tted the emergence and sett lement of a large stock of outsta nding spend ing arrear 

representing a temporary setback for the fi sca l conso lida tion program and adverse ly 

impacted on the fi sca l indicators, with the budget deficit as a ratio of GDP ri s ing from 

the initial budget estimate of 3.6 percent to the current 5.4 percent, while debt to G DP 

rati o rose to 43 .0 percent (Mini stry of Finance, 20 18). 
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According to the Mini stry o f Finance (20 18) fi sca l po licy performance has produced 

mixed results in terms of bring ing des ired economic g rowth, a llev iate poverty and 

create empl oyment over the years in Namibia. During the financ ia l yea rs 2002 to 2007 

o f NDP2, for example, a lthough average economic growth fo r the entire period was 

recorded at 4. 7% and surpassed the targeted g rowth leve l of the plan whic h had been 

set at 4 .3%, employ ment declined by an average of2 .7 % per yea r in contrast to the 

targeted 2.6% annual increase. S imilarly, during NDP3 (2007 to 20 12), g iven the 

increased government spending, economic growth fo r thi s period was recorded at an 

average of 3.6% whi ch was be low the ta rgeted growth of 5%. Despite the moderate 

pos iti ve leve ls of economic g rowth during the NDP3 period, unemploy ment and 

poverty indicators continue to show a worri some trend (Mini stry of Finance, 20 18). 

During the NDP3 peri od, leve ls of unemploy ment and poverty continue to be 

worri some. 

During the recently ended NDP4 period (2 0 12-20 17), an expans ionary fi sca l po licy, 

w ith an addi tiona l spending towards employment creation and the economic growth 

promotion initiat ive, we ll known as the Targeted Intervention Program fo r 

Employment creation and Economic Growth (TIP EEG), average economic growth for 

the period stood at of3.8 % This was about 2.2% lower than the targeted g rowth level 

for the entire period. However, thi s economic growth has not reduced unemp loyme nt 

or improved soc ial and economic inequaliti es to the des ired leve ls. In addition. a 

reducti on in income inequa lity has been ins igni fica nt o r non-ex istent in rea l terms. 

However, cha ll enge continue to pers ist despite efforts to address cha ll enges such a 

unemploy ment and poverty, as we ll as improv ing qua lity of life fo r the peop le through 

increased targeted government spending . T his, therefo re. raises a quest ion whether 
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there are fac tors that prevent the intended purpose of fi sca l po licy from be ing rea li sed. 

T his paper intends to investi gate factors which undermine the impact of fi sca l po licy 

on soc io-economic development. It is aga inst the above background that thi s study 

investi gated the factors that constra in the effectiveness of fi sca l po li cy in Nami bia. 

1.2 Statement of the Problem 

Despite s ignificant efforts from the government through increased expenditure 

allocations as di scussed above, cha llenges such as high poverty and unemploy ment 

rates as we ll as hi gh and stagnant-income ineq ua lity economic growth rates rema in 

low. Namibia ' s unemployment rate remains hi gh, estimated at about 34 percent in 

20 16, fro m 27 percent in 201 2. 

The Mini stry of Finance (20 18) further arti culates that government 's fi scal po licy 

remains grounded on fi sca l counter-cyc li ca lity, long-term susta inabili ty of fi scal 

outcomes and the promotion of inc lus ive economic growth and soc ia l we lfa re . T he 

fi scal stance fo r the next Medium -Term Expenditure Framework (MTEF) (2020/2 1-

2022/23) takes into account the expressed po li cy objective to entrench fi scal 

susta inability, prov iding fi scal po licy supp011 to the fledgling eco nomi c growth 

out look and the achievement of socio-economic o bj ect ives set out in the Harambee 

Prosperity Plan, N DP5 and Vi sion 2030 . 

T he unemployment rate has grown tremendously over the yea rs, fo r exam ple, an 

average of 26 percent was recorded between the yea rs 2000 - 20 I 0, before inc reas ing 

further, ave rag ing 30 percent between the years 20 12 - 20 16, (NSA , 20 16). Income 

inequa lity has a lso rema ined increas ing ly high with insign ificant reduct ions . Over the 

years, income inequa lity, as measured by the Gini coeffi c ient, was recorded at 0 .7 in 

1994, 0 .6 in 2004, 0.59 in 2009 and 0.56 in 20 15, (NSA 20 17). A lthough poverty 
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levels and the Gini coefficient have also reduced from 28% in 20 I 0 to 18% in 20 16 

and 0.7 in 1994 to 0.56 in 2015, many Namibians continue to live in relative poverty 

with limited access to basic needs such as food, c lothing, shelter and clean drinking 

water. This is despite increases in social safety grants and pensions. Efforts to put a 

significant dent on these socioeconomic challenges are in place, a lbeit less effective. 

In fact, the situation seems to be worsening. In recent years, for example, between the 

2013/ 14 and 20 16/ 17 financial years, public expenditure growth has averaged 11.04% 

per year, surpass ing growth in public revenue (National Planning Commiss ion, 20 17). 

Considering these stati stics, could it be implied that fi sca l spending is a less effect ive 

tool to address these challenges in Namibia? Are there ex isting factors undermi ning 

the effectiveness of fi sca l programs in Namibia? Considering the above concerns, thi s 

study, therefore, intends to investigate and fill the literature gap on possible fac tors 

that seem to undermine the effective roles of government's fiscal policy in redressing 

these macroeconom ic challenges . 

1.3 Objectives of the Study 

The main objective of this study was to investigate the factors that constrain the 

effectiveness of fi sca l policy in Namibia. The spec ific objectives were: 

• To identify the factors (economic, soc ial and po li tical) that constra in the 

effectiveness of fiscal policy in Namibia ; 

• To determine the relationship between the factors (economi c. oc ial and 

political) and the effectiveness of Fiscal policy in Namibia; 

• To make recommendations based on the finding on the strategies to be taken 

to ensure the effectiveness of fiscal policy in Namibia. 
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1.4 Significance of the study 

Findings from thi s study will help policy makers in formulating effecti ve and results 

driven policies that will mitigate the socio-economic challenges in Namibi a. Thi s study 

will prov ide government an opportunity to identi fy and address a range of fac tors that 

constrains government programs. The study identifies empirical ev idence on the 

fac tors hampering fi sca l policy effectiveness in Namibia. The resul ts of thi s research 

should benefit both fi nancial and non-financial institutions. It will prov ide necessary 

info rmati on on the policy options which the Government Republic ofN ami bia (G RN ) 

should adopt to make the economy fri endly and attracti ve to foreign investors. 

Furthermore, the study is significant to the private sector, foreign investors and as we ll 

as the individuals as it wi II he lp them to have a better understanding on the 

macroeconomic conditions of the country. Additionally, the study will he lp 

government agencies such as the Nati onal Plann ing Commiss ion as it highlights areas 

that need attention as they prepare the Nati onal Deve lopment Plan 6 (N DP6) and 

reformulate goa ls towards Vi sion 2030. Finally, the study will add to the already 

ex isting body of knowledge in the fi eld of economics making it a great help to other 

researchers. 

1.5 Limitations of the Study 

The main limitati on of thi s study was the fact that the author li ves fa r from the 

Uni versity campus hence; it was a challenge to have access to high standard journals 

literature because of lack of access to online materials outside the Uni versity library. 

Secondly, inaccuracy of gove rnment statistics, inconsistency in how the data was 

compiled or there so many di ffe rent numbers ta lk ing the same thing in government 

publication also posed as a challenge. Furthermore, the hesitati on of important 
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respondents to respond to questions was another factor. The research therefore had to 

make numerous follow-ups and constant contact with respondents in order for them to 

respond to the questionnaire. Another limitation was financial constraint as the 

researcher could not visit all important officials to get face-to-face interviews that will 

supplement information from questionnaires. 

1.6 Delimitations of the Study 

For this study, an assumption was made that fiscal policy is less effective in bringing 

about intended outcomes, given the persisting trends of socio-economic challenges. 

This is assumption is based on the fact that government has been spending a lot of 

money through the national budget to address socio-economic challenges, however, 

these challenges remain. The study therefore only outlined factors that constrain the 

effectiveness of fiscal policy in Namibia. 

1.7 Chapter Summary 

This chapter introduced the research topic. This was made possible through 

unbundling the background of the study, statement of the problem, the research 

objectives, the significance of the study, limitations of the study, delimitations of the 

study as well as validity and reliability ofthe study. The following chapter reviews the 

literature relevant to the study. 
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2.1 Introduction 

CHAPTER TWO 

LITERATURE REVIEW 

This chapter rev iews the literature of correlated iss ues of the factors (economic, soc ial 

and politi ca l) that constrain the effectiveness of fi sca l policy. It also rev iews the 

literature that has been postul ated by di fferent scholars and researchers relating to 

factors that constrai n the effectiveness of fi sca l policies across the world , recognis ing 

their argument of agreement and di sagreement on related issues. 

2.2 Defining Fiscal Policy 

Fisca l policy, as it is commonly defined is a government po li cy used to influence a 

country ' s economy through a change in government spending and/or taxes (Corsetti, 

Meier, & Mi.iller, 2008b). On the one hand, increas ing taxes for example would cut 

down on people's di sposa ble income and slow the economy to control macroeconomic 

variables such as high inflation (Monace lli & Perotti , 2006; Ravn, Schmitt-G rohe, & 

Uribe., 2007). On the other hand, lowering taxes can give people more money to spend 

and thus induce the economy to boom. Increas ing government spending can give 

suppliers an incentive to increase production and thus increase income. On the other 

hand , the oppos ite holds, when there is a reduction in government spending. Hence, 

fi sca l poli cy can either be expansionary or contracti onary depending on the state of the 

economy and the government 's objective(s). There are several challenges with fi sca l 

policy, inter alia; budget defic its which may be accompani ed by hi gh public debt, trade 

imbalances and/or fi sca l instability. Government policy for example is affected by its 

spending and when expendi tures are greater than revenue, there will be a defic it. When 

the government is runn ing a de fi cit, it cannot increase spending to st imulate the 

economy ifthere is a need or if it wa nts to increase its spending while running a de fi ci t. 
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As such, it may need to borrow e ither internally or externally where borrowing will 

boost its debt leve l. Additionally, if the government reduces taxes, people 's income 

increases, and they may tend to import more (this is true when applying the marg inal 

propens ity to import which says that a proportionate change in disposabl e income may 

cause a proportionate change in imports). Where there is too much importing of goods 

and services, the economy risks running a trade deficit which in turn have negative 

impacts that fi scal po licy is aimed to address. 

2.3 Effectiveness of Fiscal Policy 

The field of the effec tiv eness of fiscal po licy was re-highlighted co nside ring the 

2008 g loba l financial crisis with the new contemporary driv e rs such as exte rnal 

debt (Ruscakova, & Semancikova, 20 16). Bouakez, C hihi , and N o rm andin , 

(20 14), stressed that th e ma in qu est ion in th e lite ra ture rega rdin g fi sca l poli cy ' s 

effectiveness is w hethe r fisca l po licy presents c rowd ing-o ut a nd/or c rowd ing -in 

effects in a country a nd what its drivers a re . In fact , ma ny resea rc hers try to find 

ev ide nce with the parallel ex istence of both with mixed conclusions (A hmed & 

Mille r, 2000; He ute l, 20 14; Sen & Kaya, 2014) . The effec ts of fi sca l po li cy on 

eco nomic g rowth a re dri ven by many factors suc h as e mpl oy ment in the eco nomy, 

the tran spa rency of gove rnme nt, the composition of government expe nditu re , o r 

even th e gove rnm ent s ize (Kasse laki & Tagkalakis, 20 16 ; Hemm ing , Kell. & 

Mahfouz , 2002). 

In e mpirical lite rature regarding the determinants of fiscal po licy ' s effect ive ness, 

there a re , in fact , some studi e that cons ide r the ro le of in stituti o na l framework 

such as the s ituatio n rega rding co rrupti on, eco nomi c freedom and democracy 
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(Ba ldacci , Hillma n & Koj o, 2004; Ma rtinez-Vazquez, Boex , & Arze de l Gran ado, 

2007). Mea nwhil e, the burdens o f ex tern a l de bt on the susta ina bility o f fi sca l 

po licy are a lso of co nce rn . Fo r exampl e, Am ato a nd T ro nzano, (2 000 ) fo und the 

evidence that the de bt maturity and the sha re o f fo re ign-de nomin ated de bt are 

cruci a l dete rminants of excha nge rate stability in Ita ly. Ba t and Ruth , (2 0 14) fo und 

o ut that Indi a n eco nomi c growth is impac ted by centra l governm ent de bt, to ta l 

fac to r producti v ity g rowth , and de bt-serv ices in the short-run . A recent study by 

Dogan a nd Bil g ili (2014) es ta bli shed that ex te rna l borrowin g has a negativ e 

impact on g rowth bo th in regime at ze ro a nd reg ime at one, but the publi c de bt has 

hi g he r negati ve e ffec ts o n eco nomic g rowth and deve lopment, thus th ey co nclude d 

that there is a non- linear re la ti onship between eco no mi c deve lopment and 

bo rrowing va ri abl es. Howeve r, the litera ture on fi sca l po li cy is lac king. T he 

studies on the e ffect ive ness of fi sca l po li cy mostl y fall unde r th e co ntributi ons 

fro m po lit ica l, adm ini stra ti on a nd soc ia l fie ld s. 

2.4 Fiscal Policy Ineffectiveness: Theoretical Framework. 

T he fi sca l po li cy is cons id ered with a wide ra nge o f literature, w hil e th e 

effectiveness of fisca l po li cy is seen under its ' impac ts on the eco nomi c g rowth 

and the lona -te rm susta in able deve lopment. In the li te ra ture of fisca l po li cy 
1:> 

effect iveness , it is natura l pl ace to start w ith th e Key nes ia n theo ry . In Key nes ia n 

mode l, the stic ky pri ce a nd excess capac ity are ass um ed to be co nt rary to th e 

c lass ica l eco nomi cs, th at aggrega te demand dete rmines output and governm e nt 

ex pe nditu res have a mul t iplie r effec t on aggrega te demand and outpu t 

(Codding ton, 1976). T hi s vi ew is a lso ca ll ed as the crowd ing- in effects of fisca l 

po li cy , whe re the governme nt should underta ke the expe nd iture in the recessio n 
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time to cover the lack of private consumption and investment (Jahan , Mahmud, & 

Papageogiou , 2014). However, some of extensions in the line of Keynesian model 

allow for crowding-out effects of fiscal policy, which means the expansion of 

government expenditure crowds out the private demand and then influences 

negatively on output, through the changes in interest rates and exchange rate in 

the case of an open economy. With the assumption that the private investment is 

negatively impacted by the increase in interest rate, the expansionary fiscal policy 

that backed by borrowing leads to the lower private in vestment due to higher 

interest rates (Mundell , 1963 ; Fleming, 1962). 

Davis (2006) puts forward that the neo-classical views focus on the determination 

of goods, outputs, and income distributions in markets through both supply and 

demand sides by adding the assumption of utility maximization of income­

constrained individuals and firms under the boundary of factors in production and 

available information . In which, the neo-classical economics raise the rational 

expectations in comparing to the adaptive expectations in Keynesian economics. 

This brings forward adjustments in economic factors that occur more 

progressively so that fiscal policy matters in not only long-term but also short­

term period. And the permanent fiscal changes can lead to the crowding-out effects 

since private sectors expect the persistent changes in interest rates and exchange 

rates in this case (Buiter 1977; Arestis, 1979; Mundell , 1963 , Fleming, 1.962). 

In addition to neo-classical economics, the Ricardian view that is based on 

Ricardian equivalence theorem which assumes that the individuals are forward­

looking in the current activities, which is also in contrasting with the Keynesian 

economics view as individuals rely on current income (Barro , 1989; McCallum, 
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1984). In Ricardian view, individuals anticipate a present tax cut as higher 

government borrowing that turns into the higher taxes in the future so that there is 

no change in permanent income. This condition according to Sarro, ( 1974), in 

along with the assumptions of no liquidity constraints and perfect financial 

markets lead to no change in private consumption in general. Thus , Ricardian view 

suggests neither crowding-in nor crowding-out effects of fiscal policy (Arestis, 

2011 ; Sen & Keya, 20 14). However, if government changes lump-sum taxes for 

the fiscal policy, the features of progressive taxes will have impacts on permanent 

income and then the aggregate demand and output. As a result, the effectiveness 

of fiscal policy most likely depends on how it is paid in the future and the 

productivity of government expenditures (Hemming et al. , 2002) . 

The above economic views require assumptions to be presence such as no liquidity 

constraints, perfect financial markets in Ricardian equivalence. However, these 

assumptions are usually un-existed thus the significance of theories is questioned 

in both theory and practice (Haque & Montiel , 1989). Furthermore, there are some 

cases that the effectiveness of fiscal policy is explained by all these views together 

with the political and social influence. For instance, if government is restricted by 

the fiscal rules to balance the fiscal budget in the long run , thus individuals may 

partial adjust their behaviours if they have short-term horizon which presents the 

presence of both Ricardian and neo-classical views. In the same idea, if the current 

path of government debt is not sustainable and future tax increases will be required 

to lower the debt, the Ricardian view may be presence in expansionary fiscal 

policy seemingly with the Keynesian view which depends on the level of public 

debt (Sutherland , 1997). Or, if the government expenditure is in line of an upward­

trending stochastic process that individuals believe a sharply fall when it 
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approaches a specific "target point," there will be a non-linear re lati onship 

between private consumption and government ex penditure (Bertola & Draze n, 

1993) . 

As Calitz and Siebrits (2008) correctly point out, fi sca l policy is one of the too ls fo r 

pursuing macroeconomic goa ls such as high and sustainable economic growth, 

employment creation, a low and stable rate of inflation and a sustainable balance of 

payments pos ition. They further posit that fi sca l poli cy can also be used as a 

redi stributive too l to address soc io-economic imbalances such as poverty and income 

inequality, therefore, the effecti veness of fi sca l policy should be j udged on its 

contribution to achiev ing these macroeconomic goa ls, which co incides with the 

nati onal development objectives . 

2.5. Fiscal Policy and Economic Growth 

Fiscal policy plays a key role in promoting and mainta ining macroeconomi c stability 

which in turn is a prerequi site for high and sustainable economi c growth. More 

specifica lly, Rademacher (20 II ) argued that fi sca l policy influences economic growth 

through its impact on the technica l know-how, progress in technical production and 

accumulation of producti ve resources such as human capital. The amount of resources 

allocated to the education sector generally refl ects investment in skills deve lopment 

and training which determines human cap ital. The quality of the hea lth care system 

also influences the productivity of the wo rkforce thus public spending on hea lth ca re 

enhances human capital. Other than education and hea lth, public spending devoted to 

the economic and in frastructure sector enhances the producti ve potenti al of the 

economy to ensure high and sustainable economic growth. On the other hand , technica l 
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progress as determined by Foreign Direct Investment (FDI) is influenced by fiscal 

policy through tax incentives and increased spending allocation for infrastructure 

investment and improvement. On the demand side, countercyclical and fiscal stimulus 

measures such as tax reliefs to individuals and increased public investment spending 

can boost consumption and investment which stimulate economic growth. 

As pointed out earlier, fiscal policy plays a critical role in ensuring equitable resource 

allocation which can potentially lead to increased income equality and poverty 

alleviation. According to The World Bank (2014), South Africa has effectively 

reduced poverty and inequality through progressive taxation and spending. 

Progressive taxation is achieved through direct taxes such as personal and corporate 

income taxes where the amount of tax collected increases as income levels increase. 

Tax relief to individuals and adjustments to personal income tax brackets are common 

practice, particularly during times of economic downturn, to minimise the tax burden 

on low-income earners and boost their disposable income. Furthermore, given the fact 

that poor people have a relatively higher propensity to consume, that is, they consume 

a large proportion of their disposable income, consumption taxes like Value Added 

Tax (VAT) are regressive and are known to affect low-income earners the most. Hence 

the needs for VAT zero-ratings or exemptions for some goods and services, such as 

staple foods and basic necessities that low-income earners spend most of their income 

on. Social transfers and grants to vulnerable members of society such as the elderly, 

the disabled, orphans and vulnerable children is another fiscal policy tool for 

redistribution of resources. However, as emphasised by The World Bank (20 14), ocial 

programs and spending should be well designed and targeted if they are to have the 

intended impact in terms of bridging the income gap and reducing poverty. Other 

social spending includes expenditure on education and health care services and the 
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provision of basic and essential services such as water, electricity, housing and 

sanitation. The literature emphasises that focus on lower level services such as primary 

education and primary health care through universal primary education and primary 

health care services are known to have a more significant impact on poor and low-

mcome earners. 

2.6. Fiscal Policy and Employment Creation 

Fiscal policy 's role in employment creation is dependent on the nature of 

unemployment in the economy, i.e. the type of unemployment. Generally, supply side 

interventions enhance the productive potential of the economy resulting in increased 

demand for labour and high output levels (Namibia Statistics Agency, 20 15). Demand 

side oriented fiscal policy focuses on consumption and seems to have limited impact 

on employment creation rather creating excess demand in the economy which is met 

by increased imports. Public works programmes are one of the short-term solutions to 

both unemployment and poverty. Unemployment in many developing countries is 

exacerbated by the lack of skills in the labour force due to poor quality of education 

and limited skills development opportunities, resulting in structural unemployment 

(Namibia Statistics Agency, 20 13). Therefore, the allocation of funds to targeted skills 

and training development programmes can empower those with low skills and 

unemployed thus enhancing their employability. Promoting an economic environment 

conducive for self-employment opportunities and for Small and Medium sized 

Enterprises (SMEs) to function through easier access to finance and other means is 

also important to address unemployment. 
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2. 7 General Factors that Undermines the Effectiveness of Fiscal Policy 

Dornbusch, ( 1980) noted that the effectiveness of fiscal policy depends on a wide 

range of factors , many of which cannot be reliably predicted or understood in advance. 

His views were supported by Rademacher, (20 II) who argued that behavioural 

changes caused by changes in government spending and taxation are among the most 

significant determinants, since an attempt to increase consumer demand through 

government spending or decreased taxation, for instance, would be rendered largely 

ineffective if people simply saved their money instead of spending it. Other factors as 

put forward by Monacelli and Perotti (2006) affecting how effective fiscal policy is 

include the time lag between the implementation of a new policy and the realization 

of effects of that policy, the effects policy changes have on interest rates and other 

economic concerns, and the actual quality of the policy change. 

The effectiveness of fiscal policy is largely dependent on the balance between taxation 

and spending. Governments tax their citizens in order to fund government projects and 

to redistribute wealth in order to best suit the needs of all affected individuals. 

Decreasing taxes for certain groups gives people more money to spend, which can, in 

some cases, improve a country's economy by increasing consumer demand. 

Government spending can be combined with reduced taxation in order to stimulate the 

economy. It is often used to provide jobs and money, with the expectation that people 

will then spend more money, thereby helping the economy. 

2.8 Factors that Contribute to Fiscal Policy Effectiveness in General 

The main feature of this recession, namely, the development of extensive borrowing 

constraints, is a strong argument in favour of fiscal policy. The reason is that the 

monetary policy transmission becomes weaker and more uncertain when credit 

markets are dysfunctional. Moreover, as our economies have become more open, 

16 



international coordination of fiscal expansions is increasingly necessary to achieve the 

maximum impact without worsening trade balances. 

The researcher put forward two aspects that are crucial for the effectiveness of fiscal 

policy interventions: 

I . The financing mix of a fiscal expansion, and; 

2. The stance of monetary policy. 

Even though they are fundamental , these points are not receiving enough attention in 

the academic literature debate 

2.8.1 Fiscal Stimulus 

According to Corsetti, Meier and MUller (2008a) the effect of a fiscal expansion 

depends on how the expansion is financed. These arguments were supported by 

Rademacher (20 1 1) who opined that this applies not only to the short-term debt-tax 

mix used to finance a current increase in government expenditure, but also, and 

perhaps even more importantly, to the long-term financing source, i.e., taxes versus 

spending cuts in the future. 

The impact of higher current expenditure in Namibia for example is strengthened when 

complemented with a credible plan that ensures it is financed at least in part by future 

spending cuts. The question however is how this can be achieved. 

Ravn et al. , (2007) put forward future spending cuts tend to raise current private 

consumption and investment via their effects on the long-term interest rate. This 

channel is emphasized by both Keynesian and neoclassical models. Additionally, 

Ravn, et al. , (2007) posit that lower future spending commitments mean that future 

taxes won't have to rise as much. In other words, such a financing plan, if credible, 
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will help sustaining the spending plans by firms and households who are currently not 

credit-constrained, and who therefore immediately respond to long-term fiscal 

prospects (Ravn, et al. , 2007). 

Admittedly, a commitment to reduce spending in Namibia in the future may lack 

credibility, especially in a situation like today, when the uncertainty about the length 

and the overall fiscal implications of the crisis is enormous (Ministry of Finance, 

20 15). Even in countries with explicit fiscal rules (like the UK), one may doubt if these 

provide sufficient commitment devices (World Bank, 20 14). 

The National Planning Commission, (20 12) pointed out that it may nonetheless pay to 

identify measures which are inherently temporary, i.e., matched by future cuts in 

government spending. An obvious example that is applicable to the Namibian case as 

stressed by the National Planning Commission (20 14) consists of measures that bring 

forward in time investment projects that are already planned, thereby raising current 

spending while simultaneously reducing future spending. This is not a perfect solution 

to the commitment problem, but however, it may help. 

2.8.2 Monetary and fiscal policy should work together 

The Ministry of Finance 2015/ 16 - 2017/ 18 Fiscal Strategy puts forward that fi scal 

policy is more effective if monetary policy is accommodative (Ministry of Finance, 

20 18). For fiscal stimulus to work, central banks should not adhere too narrow-

mindedly to their mandate of price stability. 
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Yet, one could envision a situation in which, even if policy interest rates were brought 

close to zero, it would still be possible that the overall monetary stance of the Namibian 

economy remain too tight (Ministry of Finance, 20 15). In this situation, as pointed out 

by Calitz, and Siebrits (2008), the lower bound of zero for nominal interest rates, while 

providing a rationale for a fiscal expansion, may at the same time limit the 

effectiveness of any given fiscal intervention. 

2.8.3 Impact of Social, Political and Economic factors on Fiscal Policy 

Effectiveness 

[n the case of and fiscal policy effectiveness in developing countries, Lled6, 

Yackovlev, and Gadenne (2009) profiled a set of social, political and economic factors 

as major contributors to ineffectiveness of fiscal policy in sub-Saharan Africa. 

Additionally, Lled6 et al. , (2009) finds government expenditures, cabinet sizes, debt 

stocks and lack of consultations in fiscal matters to affect fiscal policy outcomes in 

sub-Saharan Africa than in other developing countries. However, the role of 

institutions 
' communities and resources adequacy and allocation on fiscal 

' 

performance was unclear because changes in political administrations had no impact 

on procyclicality. Contrary to these findings , Robinson, Torvik, and Verdier (20 1 O) 

examined whether the quality of budget institutions, and the capacities of the 

budgeting process in low-income countries played a role in shaping fiscal policy 

responses to the recent g lobal crisis. The fiscal accommodation measure considered 

(for 2009) where real growth in central government expenditures and the change in the 

primary fiscal balance (a negative sign implies higher fiscal accommodation). They 

estimate a cross-section Ordinary Least Square (OLS) regression with a parsimonious 

set of variables to control for cross-country variation and differences in key indicators 
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at the outset of the crisis. The results of the cross-section estimation show that 

controlling for initial debt and primary balances, fiscal accommodation in 2009 was 

higher for countries with stronger budget institutions, indicating that these countries 

were more likely to implement a countercyclical policy response during the crisis, or 

at least be less procyclical. Within the context of a micro founded analysis of business 

cycle stabilisation, Leith and Wren-Lewis (2006) found out that a critical barrier to the 

use of fiscal instruments may be political economy concerns as a result of unnecessary 

spending by most governments. In their paper, Akpan and Effiong (20 12) analyzed 

fiscal policy procyclicality in resource-rich countries and modeled political economy 

problems as the disutility from having a budget surplus. Under an imperfect 

institutional environment, high resource revenues (or budget surplus) create pressure 

on the government to increase spending which leads to fiscal policy procyclicality. 

2.9 Empirical Evidence on Fiscal Policy Ineffectiveness 

Many previous studies have investigated the effects of fiscal policy in many 

countries, especially in advanced countries such as USA, Japan, and Europe. 

Afonso and Strauch (2007) found out that the European fiscal policy makes market 

swap spreads response in mostly around five basis points or less in 2002. 

Similarly, the study of Kameda (20 14a) posits that an increasing of 26-34 basis 

points in real ten-year interest rates in responding to a percentage point increase 

in both the projected/current deficit-to-GOP ratio and projected/current primary-

deficit-to-GOP ratios in Japan. Kameda (20 14b) documents that the diffusion 

index of the attitudes of financial institutions have a definite impact on fi scal 

expansion effects. fn particular, the government expenditure has non-Keyne ian 

effects under the demand-enhancing effects if the existence of liquidity­

constrained households when banks ' attitude toward lending is tight and the fiscal 
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condition is bad. Bhattarai and Trzeciakiewicz (20 17) used a Dynamic Stochastic 

General Equilibrium (DSGE) analysis to examine the fiscal policy in UK. They 

noted the highest GOP multipliers for government consumption and investment in 

the short-run, whereas capital income tax and public investment have long-run 

crowding-out effect on Gross Domestic Product (GOP). Moreover, they emphasize 

that the fiscal policy presents decreasing effects in a small open-economy 

scenario . 

Besides the presence of plentiful empirical literature in the effectiveness of fiscal 

policy, this field of study got much less evidence in developing countries, Namibia 

in Particular due to data deficiencies (Hemming et al. , 2002). For instance, Haque 

and Montiel ( 1989) found out that the Ricardian equivalence is not supported in 

the developing countries due to liquidity constraints. Montiel and Haque 

(1991), went further by using the Mundell-Fleming model with rational 

expectations and full employment for 31 developing countries, and conclude that 

the increasing of government expenditures has contractionary short-term and 

medium-term effects. Previously, Khan and Knight ( 1981) had found out 

that positive nominal income elasticities of government expenditures and taxes 

and they are close to unity in 29 developing countries. Then, other empirical 

studies such as Easterly , Rodriguez, and Schmidt-Hebbel (1994) document 

evidences that fiscal policy has crowding -out effects on private investment 

through the impacts on interest rates in developing countries. Meanwhile, 

empirical studies such as Masson et al. , ( 1995), Givazzi , Jappelli , and pagano 

(2000) also provide evidences supporting for partial or/and fully existences of the 

Ricardian equivalence in developing countries. 
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However, the economic development in emerging market economies, which is a 

new definition of the development level of economies and nearly relating to the 

developing countries definition, boosts their roles in the world economy. A 

growing interest in investigating the effectiveness of fiscal policy by adding more 

methods and conditions into model for African countries has been on the rise. For 

example, Cuadra, Sanchez, and Sapriza (20 I 0), note that emerging market 

economies typically exhibit a pro-cyclical fiscal policy, where governments 

increase (decrease) expenditures in economic expansions (recessions) and nse 

(reduce) tax rates in bad (good) times. This situation is m line with the 

characteristic of counter-cyclical default risk in their business cycle. They also 

note that the incomplete markets and sovereign default risk premium have 

important roles in explaining the pro-cyclicality of public expenditures and tax 

rates in these economies. Therefore, the assumptions of Ricardian view are not 

existed that propose for the Keynesian or neo-classical views of fiscal policy . 

No surprising that the debate on the role and the effectiveness of fiscal policy are 

continuous argued broadly in both literature and practice. Recently, Arestis (20 II) 

noticed that the "New Consensus in Macroeconomics," recent developments in 

macroeconomics and macroeconomic policy, downgrades fiscal policy ' s roles in 

contrasting with monetary policy due to its ineffectiveness. Through a careful 

literature review and discussion at recent developments on the fiscal policy 

literature, he then concludes that fiscal policy does still have s ignificant roles in 

economic policy through its impact on allocation, distribution and stabilization of 

resources . However, researchers and authorizers have to carefully consider the 

assumptions in economic theories of fiscal policy 's effectiveness as Ricardian and 

non-Ricardian economic existences , liquidity-constraints, and the endogenization 
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of labour supply and capital accumulation . Meanwhile, other features , (politics, 

administration and social factors) of the economy should be considered in study 

the effectiveness of fiscal policy. 

The dependence of fiscal policy's effectiveness on institutional aspects is 

discussed under the literature with two main strands including the inside and 

outside lags of effects and the political economy considerations Hemming et al., 

(2002). First, the fiscal policy has inside and outside lags, where the inside 

lags/administration present the needed time to see that fiscal poI icy should 

changes, the outside lags are the function of the political process, the fiscal 

management and social influence, that is the time for fiscal measures take effects 

on aggregate demand (Blinder & Solow, 1974). Due to bureaucracy in design, 

approval , and implementation of fiscal policy, the inside lag may be longer, while 

the outside lag is more variable depending on the institutional environment. 

Second, the fiscal policy is impacted by the political considerations such as the 

fiscal illusion of public and policy-makers, the favour of transferring current fiscal 

burden to future generations, the limitation of government due to the debt 

accumulation , the delay of fiscal consolidations due to the political conflicts, and 

the function of current budget institutions that leads to high spending. 

The institution is defined as the social rules of the game (North , 1990), which 

includes "humanly devised," " the rules of the game" to set "constraints" on human 

behavior, and the economic incentives (North, 1981 ; Acemoglu & Robin on, 

2008). The better institutions reduce asymmetric information problem, transaction 

cost, and risk, while they improve the market efficiency, especially efficiency of 

asset allocation (Cohen , Hawawini , Maier, Schwartz, & Whitcomb, 1983 ; Ho & 
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Michaely, 1988; Williamson, 1981 ). Therefore, the better institutions should have 

positive associations with the effectiveness of fiscal policy since the lower 

asymmetric information problem, transaction cost, and higher market efficiency 

reduce both the inside and outside lags that then increase the efficiency of fiscal 

policy, especially the short-term effects. 

The empirical literature in the field of fiscal policy had considered the role of 

institutional framework in some manners such as politics, democracy, economic 

freedom , and corruption in recent decades. Nelson and Singh ( 1998), for instance, 

argue that a democratic political system permits active in a voluntary way, at the 

same time it creates competitive market forces conditions for economic growth. 

They also emphasize that the ineffective democracy regimes in developing 

countries detriments the growth. Lockwood , Philippopoulos and Tzavalis (200 l) 

added that the political pressures determine the path of government spending, 

taxations and borrowing in Greece in the period 1960-1972, which means the fiscal 

policy may not follow a long-term efficiency for the country. Martinez-Yazquez 

et al. , (2007) noticed that the elimination of corruption is not usually an economic 

objective for the development, but the frustration with the lack of effectiveness of 

traditional economic theories and the recognition of the important roles of 

institutions and good governance practices have led the more attention to the 

corruption. The impact of higher current expenditure in Namibia for example is 

strengthened when complemented with a credible plan that ensures it is financed at 

least in part by future spending cuts. The question however is how this can be achieved. 
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2.9 Chapter Summary 

This chapter reviewed the literature of correlated issues of the factors that constrain 

the effectiveness of fiscal policy, political, administrative and social factors that 

undermines the effectiveness of fiscal policy in Namibia. lt also reviewed the literature 

that has been postulated by different scholars and researchers relating to factors that 

constrain the effectiveness of fiscal policies across the world, recognising their 

argument of agreement and disagreement on related issues. The following chapter 

discusses the methodology adopted for this study. 
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3.1 Introduction 

CHAPTER THREE 

RESEARCH METHODS 

This chapter presents the methodology used in this study. The chapter presents first 

the research design; this is then followed by the research philosophy. Under the 

philosophy, qualitative and quantitative methods are discussed accordingly. Research 

strategies that were employed are discussed thereafter. Then the target population and 

sampling are covered . Furthermore, the chapter presents the research instruments, that 

is, the questionnaires that were used to conduct the study. Discussion of the pilot study 

is then followed by an explanation of the instruments used. The validity and reliability 

of the research is followed by a section on ethical considerations. 

3.2 The Research Design 

Leedy and Ormrod (20 15) noted that, research design is the structure that holds the 

research together and enable the researcher to address research questions in 

appropriate, efficient and effective manners. There are a number of research designs, 

commonly including: explanatory, descriptive, causal comparative and correlational 

research. This study is, therefore, of a descriptive research design. 

3.3 Research Strategies 

There are three common research strategies or approaches, namely the qualitative, 

quantitative, and mixed methods research strategies, along with the various re earch 

designs commonly used when conducting research. Creswell (2002) noted that 

quantitative research is the process of collecting, analyzing, interpreting, and writing 

the results of a study, while qualitative research is the approach to data collection 

analysis, and report writing differing from the traditional, quantitative approaches. 
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This research study adopted the quantitative approach and some common quantitative 

research strategies include surveys, experimental studies, longitudinal studies, cross-

sectional studies and non-experimental studies (Cresswell , 2009). This study used the 

non-experimental descriptive strategy. Belli (2008) described the descriptive non-

experimental research strategy as the one in which the primary focus for the research 

is to describe some phenomenon or to document its characteristics. The main aim of 

descriptive research is to provide an accurate and valid representation of(encapsulate) 

the factors or variables that pertain I are relevant to the research question. 

3.4 Population 

The targeted population of the study consisted of I 02 people from 14 institutions. 

Employees targeted as a study population were from the Ministry of Finance, Bank of 

Namibia, and National Planning Commission as well as from other government 

offices ministries and agencies (Ministry of Industrialisation, trade and SME , 

development, Ministry of poverty eradication and social welfare, Ministry of 

industrial relations and employment creation, Ministry of higher education, Ministry 

of urban and rural development, Office of the Prime minister, Khomas regional council 

and the private sector (The Namibia chamber of commerce and industry) as some of 

the formulators and implementers of the fiscal policy and programs thereof, as well 

from Institute of Public Policy Research, Economic Association of Namibia and IJG 

Securities as independent policy analysts. 
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3.5 Sample 

A sample size of 81 people was drawn using the 
following formu la: Slovene's Sampling Formula 

Sample Size Usin2 95% Interval 

Formula: n = N/(I +N(eA2)) 

Where: N = Population 
n - Sample Size 

Confidence level 95% 

Margin of error 5% 

N 

e 0.0025 

81 
Sample Size (n) = 

Respondents were selected through non-probability purposive sampling. n expert 

homogeneous purposive sample was selected. This sampling technique wa cho en 

because the respondents had a shared characteristic or set of characteri tics. They were 

experts in the field of fi cal policy. Black (2010), asserts that purposive sampling is a 

practical and efficient tool when used properly, and can be just as effective as and 

even more efficient than, random sampling. Its major advantage lies in the fact that it 

gives a great possibility for the participation of those considered very crucial to data 

collected in each study. 
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3.6 Research Instrument 

The study utilised a questionnaire. A questionnaire is a data collection instrument 

consistent of a series of questions and other prompts for the purpose of gathering 

information from respondents (Creswell , 20 17). The questionnaire was designed by 

first, defining the objectives of the study, secondly, by defining the target respondents 

and methods to reach them. Thirdly, the questionnaire design was done, fourthly , a 

pilot study testing. A pilot study was done in order to test the reliability of the research 

instrument using 5 respondents drawn from the same population. The findings of the 

pilot study showed that there were no errors on the questionnaire to be corrected and 

respondents had no difficulties in responding to the questions. The questionnaire was 

then administered:-

3.7 Procedures 

The questionnaire was handed out to respondents purposively sampled based on their 

knowledge and expertise on the topic under investigation. They were expert in the 

field of fiscal policy . Where it was impossible to meet with such officials face-to-face, 

the questionnaire was made available online. This method yie lded specific responses 

that shed fight on some of the key factors that constrain the effectiveness of fiscal 

policy in Namibia. 

3.8 Validity and Reliability of the Study 

To enhance validity of results in this study, the questionnaire was piloted and reviewed 

by experts on the subject matter. Data collection instruments should be reliable to 

ensure collection of quality information . A reliable instrument is one that produces 

consistent results when used more than once to collect data from the sample randomly 

drawn from the population. To ensure reliability a Cronbach's Alpha test was carried 

29 



out to measure the consistence of the results from the pilot study. Corrections were 

made as a means of gathering correct and relevant data required for the study. 

3.9 Data Analysis 

Data was collected through a questionnaire. Thereafter, responses were thoroughly 

analysed using Statistical Package for Social Science (SPSS) software using 

descriptive statistics. The outcomes were then grouped into appropriate factors that 

were undermining the effectiveness of fiscal policy in Namibia. These factors were 

then ranked according to their severity in undermining the effectiveness of fiscal 

policy, as per respondents ' opinions. 

3.10 Research Ethics 

3.10.1 Ensuring participants have given informed consent 

The participants were made aware that they were making an autonomous decision to 

participate in the study, and they have the right to withdraw at any time. Participants 

were aware of the nature and details of the research being conducted and were aware 

that information collected was for academic purposes (Fraenkel & Wallen, 2008). 

3.10.2 Ensuring no harm comes to participants 

Privacy and confidentiality ensured that any information gathered during this study is 

not to be released to outside individuals where it might have embarrassing or damaging 

physical or emotional consequences (Fraenkel & Wallen, 2008). 

3.10.3 Ensuring Confidentiality and Anonymity 

Participants had the choice to withdraw from the study at any time without a penalty 

and their identities were not exposed. This research did not discriminate amongst 

individuals in the population but rather inform consent was properly be documented . 

30 



3.10.4 Ensuring no harm comes to participants 

Privacy and confidentiality ensured that any information gathered during this study is 

not released to outside individuals where it might have embarrassing or damaging 

physical or emotional consequences (Fraenkel and Wallen (2008). 

3.10.5 Ensuring that permission is obtained 

Permission was sought through the office of the Ministry of Finance, National 

Planning Commission, Ministry of Trade and Bank of Namibia. (See attached 

Appendices A, 8 , C and D). Once the permission was granted the researcher proceeded 

with the research . 

3.11 Chapter Summary 

This chapter presented the methodology and research designs that were adopted in 

order to successfully complete this research. The following chapter presents the results 

of the research. 
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4.1 Introduction 

CHAPTER FOUR 

RESULTS AND DISCUSSIONS 

This chapter presents results from the analysis of the data collected from the field and 

the discussion and interpretation of the findings on the factors that constrain the 

effectiveness of fiscal policy in Namibia. This chapter presents the response rate, the 

economic factors that constrain effective fiscal policy. The chapter further highlights 

the social factors that constrain fiscal policy, political factors that constrain fiscal 

policy and the performance of the Namibian fiscal policy in the last five years. 

4.1 Response Rate 

The study targeted employees stationed at the Ministry of Finance, the Namibia 

Statistics Agency, Bank of Namibia, the Ministry of Trade and Industrialisation, 

National Planning Commission, Khomas Regional Council , Ministry of Education and 

Ministry of Poverty Eradication. In total , there were 81 sampled respondents spread in 

different ministries and institutions. Out of 81 questionnaires administered, a total of 

63 questionnaires were returned. This translates to a response rate of 79% which is 

within Mugenda and Mugenda (2003)'s prescribed response rate for statistical 

analysis. In their case they established a minimal acceptable value of 50%. This 

commendable response rate was made possible using convenient research procedures 

such as the use of emails. 

The study made use of frequencies (absolute and relative) for single response 

questions. For multiple response questions, the study u ed 3 point Likert scale 

questions in collecting the data and in the analysis frequencies and percentages were 
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computed. These were then presented in tables, graphs and charts as appropriate with 

explanations being given in prose. 

4.2 Economic Factors that Constrain the Effectiveness of Fiscal Policy in Namibia 

Economic factors: these are factors that affect the stance of economic performance in 

Namibia. This study sought to analyse the following economic factors: insufficient 

resources, weakly prioritised expenditure, large debt stock, ineffective institutional 

framework and poor capacities of the budgeting process. These results concur with the 

findings of Baldacci et al. , (2004) argued that a slack in the economic factors may 

influence the effectiveness of the fiscal policy and thus, real Gross Domestic Product 

(GDP) growth. This study sought to analyse the following economic factors: 

insufficient resources, weakly prioritised expenditure, large debt stock, ineffective 

institutional framework and poor capacities of the budgeting process. 

Thus, Figure 4.1 below shows the responses of the sample of 63 , on the question of 

how the respondents would rate the given economic factors that constraints the 

effectiveness of fiscal policy. The bar charts depict the number of responses on what 

they deemed as economic factors that constrains fiscal policy effectiveness. 
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Figure 4.1: Economic Factors that Constrain Fiscal Policy Effectiveness, n=63 

Insufficient resources: From the survey results based on the questionnaire, the study 

sought to establish which of the economic factors given that respondent agree that it 

constrain fiscal policy from achieving desired targets in Namibia. Figure 1 show bar 

graphs above, which indicates that all 63 respondents disagreed with the view that 

insufficient resources is a constraining economic factor that prohibit the effectiveness 

of the fiscal policy in Namibia. These findings can be attributed to the fact that there 

is a high tendency of misappropriation of funds and inefficient resources allocation in 

Namibia. For example, recently the government through the office of the president 

embarked on some nationwide town hall meetings. 

The resources allocated to this program could have been allocated to other fi cal 

enhancing programs such as poverty eradication. Additionally, the large amounts of 

money which are injected in the Food Bank initiative by the government through the 

Harambee Prosperity Plan is one good example of misplaced expenditure. Through 

this programme the government is promoting high dependence tendencies on the 

citizen. The money could have been channelled to sustainable food security 
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programmes such as irrigation schemes which will not only employ people but also 

improve standards of living of the Namibians. 

Weakly Prioritised Expenditure: The study found out that total of68.30% respondents 

agreed that weakly prioritized expenditure is a major casual factor of fiscal policy 

ineffectiveness in Namibia while 22.20% respondents were undecided, and 9.50% 

respondents disagreed. Fiscal policy is the tool that the government use to influence 

the economy. 

The first tool of fiscal policy is taxation which presents the revenue side of the 

government's budget. The second tool of fiscal policy is government spending which 

presents the expenses side of government's budget. In Namibia in the recent years 

(20 13-20 17) government expenditure has been larger than the revenue generated from 

taxes. 

Mostly, these high expenditures were in the form of personal expenditures with 75% 

tax domestic revenue spend on personal expenditure only. In addition 5% of the 

Namibians benefits from these personal expenditures (National Planning Commission, 

20 17). This has a major impact in the fiscal policy in Namibia. For example, between 

2013/ 14 and 2016/ 17 financial years' public expenditure growth averaged 11.04% per 

year, surpassing growth in public revenue (National Planning Commission, 20 17). 

Large debt stock: These findings shows t that about 77.80% of the respondents were 

of the opinion that the country has a large debt stock hence fiscal policy effectiveness 

is hindered, 3.20% were undecided and 19.00% disagreed that the large debt stock the 

country has hinders the effectiveness of fiscal policy in Namibia. These findings are 

attributed to the fact that Namibia recorded a government debt equivalent to 45 . 10% 

of the country's Gross Domestic Product in 2018 (National Planning Commission, 
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20 18). Government Debt to GDP in Namibia averaged 22.4% from 1993 until 2018 
' 

reaching an all-time high of 45 . 10% in 2018 and a record low of 14.22% in 2010. The 

increase in debt has been driven mainly by the need to finance the budget deficits, 

mainly funded domestically (National Planning Commission, 20 18). 

Ineffective institutional framework: The findings show that ineffective institutional 

framework is a major cause of fiscal policy ineffectiveness in Namibia. About 47.60% 

respondents agreed, while 9.50% of the respondents were undecided and 42 .70% 

respondents disagreed that ineffective framework is a major cause of fiscal policy in 

Namibia. Typically, Institutions and institutional qualities have been known to provide 

an ostensibly veritable platform for evaluating public sector choices on how 

governance is run and how growth and development outcomes are achieved . These 

findings are evidence that in Namibia Fiscal institutions (Government Ministries, 

Agencies and Public Enterprises) surrounding the budget preparation seem to be 

weakened by persistent political institutional influences. Successful budget 

preparation within the MTEF has often been intensely challenged due to pressures 

from political actors involved within the fiscal space. This have resulted in ineffective 

institutional frameworks. 

Poor Capacities of the Budgeting Process: On whether poor capacities of the 

budgeting process are a factor that constrains fiscal policy effectiveness in Namibia, 

31 .80% respondents agreed, 36.7% respondents were undecided while 33.30% 

respondents disagreed. These findings suggest that there are mixed feelings with 

regards to the capacities of those involved in the budgeting process. The budgeting 

process has evolved over the years and those involved in the process should be able to 

embrace these changes otherwise the process will not be effective. To this end, it is 

useful to distinguish between three types of innovation : macro-budgetary, distributive 
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and micro-budgetary reform. Macro-budgeting deals with the budget aggregates and 

with the maintenance of fiscal discipline; distributional issues pertain to the allocation 

of costs and benefits through budget decisions; micro-budgeting is concerned with the 

operation of government programs, ministries and agencies. 

The results in Figure 4.1 show that, insufficient resources are not the main reason why 

government fiscal spending is not effective, rather economic factors such as large debt 

stocks, insufficient resources, weakly prioritised expenditure, ineffective institutional 

framework and poor capacities of budgeting process were deemed to be the main 

culprit to fiscal policy spending in Namibia. In Namibia, embracing the Keynesian 

doctrine that fiscal policy should aim to stabilize the economy, even if the short-run 

effect was to destabilize the budget will help deal with these factors that constrain 

fiscal policy effectiveness. 

4.3 Social Factors that Constrain the Effectiveness of Fiscal Policy in Namibia 

Social factors are those that capture the behaviour of the society toward formulated 

fiscal programs and projects. These factors include the willingness to participate in the 

policy as implementer or the public trust and confidence in the formulated policies. 

Figure 4.2 below explains fiscal policy effectiveness and social factors. 
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Figure 4.2: Social factors that Constrain Fiscal Policy Effectiveness, n==63 

Community Participation: The study found out that among other social factors 

community participation is the major cause of fiscal policy ineffectiveness in Namibia. 

79.37% of the respondents agreed, none (0%) indicated they were undecided while 

20.63% disagreed on the same. These findings are a true reflection on how lack of 

community participation can hinder fiscal policy effectiveness. These findings were 

consisted with the findings of Brinkerhoff (2003) who argued that getting community 

participation in macroeconomic policymaking bring about multiple Improvements, 

although not all of them are fully compatible. 

Demographic Characteristics: The study established that 69.84% of the re pondent 

disagreed, 6.35% respondents were undecided, and 23.81% respondents agreed . These 

findings prove that demographic characteristics have less influence on the 
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effectiveness of fiscal policy in Namibia. These findings are contrary to reality. For 

example, Brinkerhoff(2003) argued that the expected slowdown in population growth 

and labour force participation rates will have imp lications for long-run fi cal 

performance and the composition of economic growth. The key determinants of the 

economy's long-run growth rate are labour force growth and structural productivity 

growth, how effectively the economy combines its labour and capital inputs to create 

output. [n this regard, demograph ics suggest that labour force growth will be 

considerably slower than it has been in recent decades, and this will weigh on long­

run effectiveness of fisca l pol icy. 

Transparency and Accountability: About 93 .65% of respondents agreed that 

transparent and accountability is a casual factor of fiscal policy, 1.59% respondents 

were undecided while 4.76% respondents disagreed that transparent and accountability 

are casual factors of fiscal policy ineffectiveness in Namibia. These findings allude to 

the increasing importance of transparency and accountability in achieving better pro­

poor budgeting, sound public finances and economic success. 

The availability of good information on budgets is important for better government. 

Such information enables public debate which may improve resource allocation- it is 

a prerequisite for accountability, leading to better decision-making and reduced 

corruption; and it may enhance social consensus on difficult trade-offs in the context 

of limited resources and multiple demand . Moreover, in a modern democracy the right 

of citizens to information on government's activitie underpins fi cal tran parency. 

Cultural Beliefs: On whether cultural beliefs i among the social ca ual factors of 

fiscal policy ineffectivene s in Namibia, 53.97% respondents agreed 31 .75% 

respondents were undecided and 14.29% ofthe respondents disagreed . These findings 

39 



are a true reflection on Namibian societies today. Naturally, parents have a natural 

tendency to teach their children what they have learned from their own parents, without 

a full reassessment of the current optimality of those beliefs. This norm and cultural 

belief and the findings on this question demonstrate considerable evidence to suggest 

that people in the Nam ibia, are wired to favour the rewards of the present over the 

futu re. They crave instant gratification, whether in enterta inment or material goods, 

and find it difficult to put aside money for difficult times . This leaves them with high 

dependence tendencies, as alluded to earlier, on the government in difficu lt time 

resulting in increased government expenditure of ocial we lfare. 

These results show that indeed community participation, transparency and 

accountability and cultural beliefs are the major social casual factors of fiscal policy 

ineffectiveness in Namibia. As this research on factors that constrain fiscal 

effectiveness expands, it raises an exciting set of questions. How does culture emerge 

and how does it persist? What determines the persistence of the cultural traits? What 

is the interaction between culture and formal fiscal institutions in Namibia? Importing 

cultural elements will make economic discourse richer, better able to capture the 

nuances of the real world, and ultimately more useful. 

4.4 Political Factors that Constrain the Effectiveness of Fiscal Policy in Namibia 

The study sought to establish the political factors that constrain fiscal policy from 

being effective in reducing social indicators such as inequality and unemployment etc. 

The results of these findings are shown in Figure 4.3 below. 
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Figure 4.3: Political Factors that Constrain Fiscal Policy Effectiveness, n=63. 

Lack of Political Will: The study established that 87.30% agreed that indeed the 

capability of political leaders to see that a policy they publicly advocate for actually 

gets implemented and outcomes are achieved is very less. Of the same political will , 

the study established that 3.17% of the respondents were undecided while 9.53% 

disagreed that political will had an influence in the effectiveness of fiscal policy in 

Namibia. These findings are a reflection that fiscal policy is explained to a large extent 

by such variables as the characteristics of electoral and political systems and the tack 

of political constraints. Political leaders should in this regard ensure that institutional 

arrangements are in place to allow Namibia to achieve higher rates of fi cal 

effectiveness, economic growth and reduce macroeconomic in tability. 

Cabinet Size: On whether cabinet size has an effect on the effectivene of fiscal pol icy 

in Namibia, the study found out that 69.84% of the re pondents agreed that too many 

taw makers cause administrative debates to impact outcomes of fiscal policy . About 

9.52% of respondents were undecided while 20.63% respondents disagreed that 
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cabinet size has anything to do with fiscal policy ineffectiveness in Namibia. These 

findings reflect that the problems in budgeting has a great negative influence on fiscal 

policy effectiveness and also that the number of spending ministers is associated with 

fiscal policy outcomes. For example, in Namibia after the 2014 national assembly and 

presidential election and the introduction of a new cabinet, ministers and reshuffles, 

the country saw the introduction of additional ministries and the introduction of the 

Office of the Vice President for the first time since independence in 1990. These new 

developments meant an expansion in the cabinet size. 

Additionally, there were two deputy ministers introduced for some ministries. These 

changes affected the budgets in the country. Further, Wehner (20 I 0) argued that an 

addition to the cabinet size leads to a deterioration of the budget balance, thus, 

influence the effectiveness of fiscal policy. More precisely, it appears that the ruling 

political part induce their spending ministers to internalize more of the cost of their 

actions. As a result, the effects of the number of spending ministers on deficits and 

spending are increasing in the partisan fragmentation of the government. These results 

confirm the findings that the structure of cabinet is an essential determinant of fiscal 

policy outcomes. 

Overlapping Roles between Institutions: The study further established the challenges 

with regard to undefined, conflicting or overlapping institutional roles between 

different responsible government units is a contributing factor to fiscal policy 

ineffectiveness in Namibia. About 82.54% of the respondents agreed, 14.29% 

respondents were undecided, and 3. 17% respondents disagreed that overlapping role 

between institutions has any impact of fiscal policy performance in Namibia. The 

current situation in Namibia indeed has a lot of institutions with roles overlapping. For 
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example, the introduction of Ministry of Poverty Eradication to primarily deal with 

eradication of poverty in Namibia, while there is a directorate of disaster risk 

management under the Office of the Prime Minister is evidence that roles would 

overlap. 

Lack of or Slow Decentralisation : The study also sought to find out if lack of or slow 

decentralisation process has any impact on fiscal policy effectiveness in Namibia. The 

study established that 74.63% of the respondents agreed, 12.67% were undecided and 

12.67% disagreed that decision that concerns of resource allocation which are taken at 

central level of administration has any impact on the performance of fiscal policy in 

Namibia. 

Namibia is among many countries in the world that are currently decentralising despite 

the efforts being slow. Under the right circumstances, for example, where government 

actions are transparent and civil society is permitted to operate freely , devolution 

should increase the accountability of government officials and discourage most forms 

of corruption. The advocates of decentralisation, moreover, argue that decentralising 

the service delivery improves the allocation of resources, cost recovery, and 

accountability, and reduces corruption in service delivery and ultimately positively 

impacts on the fiscal outcomes (Wehner, 20 I 0). 

These results confirm that indeed the identified political factors (political will , cabinet 

size, overlapping roles between institutions and lack of or slow decentralisation) 

indeed impact the effectiveness of fiscal policy in Namibia. 
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4.5 The Performance of Namibian Fiscal Policy in the Last Five Years 

The study sought how effective the Namibian fiscal policy has been in the last five 

years. The findings are presented in the chart below. 

Figure 4.4: Fiscal Policy Effectiveness in Namibia, n=63. 

• Effective 

• Average 

Ineffective 

The study established that 22% of the respondents viewed the Namibian fiscal policy 

in the last five years as to be effective, 22% of the respondents viewed it as being 

average while 56% viewed the fiscal policy as being ineffective in the last five years. 

These confirms that a combination both factors (economic, political and social factors) 

contributed largely to this ineffectiveness. However, it is vital noting that the economic 

and the political factors are large contributors of fiscal policy ineffectivene s in 

Namibia. 

Elsewhere, the impact of the political dominance exerted by a particular party 011 the 

capacity to implement fiscal deficits was examined by Khemani (2002). The tudy 

found that in India, states whose leadership was in the same party as the ruling party 
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maintained higher fiscal deficits. Deficits were found to be I 0% larger in states 

affiliated to the party at the centre than in non-affiliated states. Deficits were observed 

to be larger in affiliated states where the ruling party had a small number of seats at 

the legislative houses. Deficits of affiliated states were found to be "entirely financed 

by greater loans from the central government, as opposed to other forms of market 

debt". It was thus concluded that political considerations do impact on the distribution 

of deficits among states. 

The study finally sought to establish what should be considered to ensure that the fiscal 

policy in Namibia is effective. The findings are presented in the graph below. 
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Figure 4.5: Considerations to make fiscal policy effective, n=63. 

Review methods of fiscal policy to address challenges surrounding formulation 

processes and adoptions: The above diagram presents the findings on what the 

government of Namibia should consider ensuring fiscal policy effectivene s. The 

results show that 52.4% of the respondents agreed while 12.7% were undecided and 
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34,9% disagreed that the government should consider review methods of fiscal policy 

challenges surrounding formulation processes and adaptations. These findings affirm 

that there is great need to assess and review the current methods of fiscal policy 

formulation. Currently, the budgeting process, for example, is done through a process 

whereby ministries and government agencies submit their budget to Ministry of 

Finance which then combine these submissions into one national budget. The 

challenge with this is that there is less involved of the people who are affected by these 

budgets. For example, there is less participation from the communities, and ultimately 

the budgets do not serve the need of the communities hence it being ineffective. A 

review of the process to encourage nationwide participation will yield positive 

outcome. 

Spending should only be directed to identified national priorities and strengthen 

monitoring and evaluation mechanisms to ensure accountability: On whether the 

government of Namibia should consider national priorities to strengthen and 

mechanisms to ensure accountability, the study found out that 66.67% of the 

respondents agreed, 6.67% respondents were undecided and 30.16% respondents 

disagreed that considerations should be for priorities to ensure accountability. These 

current findings confirm the reality of the current situation in Namibia regarding 

accountability. For example, there are cases (N$600 Million missing from GIPF N$23 

Million missing from the KORA awards, N$200 Million missing from SME Bank and 

N$30 Million from Social Security Commission) currently under the courts in 

Namibia. In all these cases, there is no one is accountable. The challenge i there are 

no mechanisms in place that ensure effective and efficient monitoring of public funds 

to ensure accountability. 
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Strengthen and ensure independent budget processes for efficient management of 

available resources: The study further sought to found out if the respondents see it fit 

for the government to consider an independent budget process for the efficient 

management of financial resources to ensure fiscal policy effectiveness in Namibia. 

About 47.62% of respondents agreed, 17.46% were undecided and 34.92% disagreed 

that the effectiveness of fiscal policy in Namibia has nothing to do with the budgeting 

process. These findings suggest that prioritization is among the main casual factors of 

fiscal policy ineffectiveness in Namibia. Additionally, these findings , affirm the 

finding on the question of economic factors that hinders fiscal policy effectiveness in 

Namibia. The study found that 68.25% respondents agreed that weakly prioritized 

expenditure is a major casual factor of fiscal policy ineffectiveness in Namibia. Indeed, 

resources are there however the issue of prioritising remains a major challenge. 

Review regulatory and institutional frameworks to curb duplications of roles and 

scattered implementation responsibilities: The results further show that 69.84% of the 

respondents agreed, 7.94% respondents were undecided, and 22.22% respondents 

disagreed that there is need to carry out reviews to curb duplications of roles and 

responsibilities. There is need to amend the role encroachment of government 

ministries and agencies. A proper review to get rid of those institutions that are serving 

the same purpose as some ministries should be done. A starting point would be to 

review the mandate of the Namibia Housing Enterprise, Ministry of Poverty 

Eradication, and Ministry of Public Enterprises. The e can all be put under the 

Ministry of Urban and Rural Development, Office of the Prime Minister and Mini try 

of Trade and SME Development respectively. This move will lower yield spending on 

the government and the resources can be channelled to other development initiatives. 
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Expand and create other revenue generating ventures to finance development 

challenges: The study encourages the government to consider other revenues 

generating initiatives, 50.80% of the respondents agreed, 31.75% respondents were 

undecided and 17.46% respondents disagreed that the government should consider 

other revenue generating initiatives to finance development programs as a way to 

ensure fiscal policy effectiveness in Namibia. This would be a good initiative that will 

reduce strain on the budget. Other income generating initiatives the government could 

look at considering can include increase the volumes of exports, encourage foreign 

direct investments and expand the manufacturing industry. 

Create incentives and attraction for community participation in the implementation 

of fiscal programs: The study established that indeed there is need for the government 

to consider full community participation in fiscal policy programs to ensure its 

effectiveness. The participation, as one participant accounts, should be from grassroots 

level , from village level to national level. About 80.95% of the respondents agreed, 

6.35% respondents were undecided while 12.70% respondents disagreed that the 

government should consider community participation in fiscal policy programs. 

Incentives such as lunches at public gatherings are a proven good method of attracting 

crowds in Namibia. When the government goes into regions consulting on the budget 

process and they can offer people lunch this might increase participation. 

Discourage a large cabinet and policy makers size for efficient planning and 

achievement of national goal: On whether the government hould con ider r siz ing 

the cabinet, 87.31% of the respondents agreed, 3. 17% re pondent w re undecid d 

while 9.52% of the respondents disagreed that re izing the cabinet hould be 

considered. Indeed, the cabinet in Namibia is too big for a nation ofju t two and half 
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million people. The call to reduce the cabinet size in Namibia is one that has attracted 

attention not only from poli tical analyst but opposition political party leaders a lso . 

4.6 Discussions 

4.6.1 Classification of economic factors by order of impact of constrain on fiscal 

policy effectiveness 
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The fi ndings show that a total large debt stock was the top economic factor that 

constrain fisca l policy effectiveness. This was fo llowed by weakly prioritised 

expentures, then in ffec ti ve institutional framework. Poor capac ities of the budgeti ng 

process and insufficient resources were fo und to be the econd least and lea t econom ic 

factors that contribute to fi scal policy effectiveness in Nami bia. 
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4.6.2 Classification of Social Factors by order of impact of constrain on fiscal 

policy effectiveness 

Figure 4. 7: Social Factors, n=63 

Figure 4.7 above illustrates that transparency and accountabi lity was ranked as the top 

social factor that constrains fiscal policy effectiveness in Namibia. This was followed 

by lack of community partcipation and cultural beliefs with demegraphic 

characteristics being the least ocial factor that constrain fi cal policy effectiveness in 

Namibia. 
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4.6.3 Classification of political factors by order of impact of constrain on fiscal 

policy effectiveness 
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Figure 4.8: Political factors, n=63 

Figure 4.8 above illustrates the summary of political factors that constrain fiscal policy 

effectiveness in Namibia. Lack of political will was ranked the top followed by 

overlapping roles between institutions. The two least political factors were lack of or 

slow decentralization and cabinet size. 

4.6.4 Summary of Findings on Respondents' view on the Economic, Social and 

Political factors that constrain fiscal policy effectiveness in Namibia 

Figure 4.9 below depicts a summary of respondent' s respon es on the admini tered 

questionnaire. It shows the total percentages of those who agreed, disagreed or those 

who were undecided with the factors constraining fiscal policy effectivene s. The 

researcher takes this as a way toe tablish whether the factors chosen to constrain fiscal 

policy are relevant even from the end user ' s point of view. Given that most re pondents 
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agreed with the factors rather than undecided, it shows that the factors are relevant for 

the Namibian context. The figure also shows a summary of total percentages of 

respondents on indicating, in their own views, whether fiscal policy in Namibia is 

effective, ineffective or average. 
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Figure 4.9: Summary of responses, n==63 

The literature reviewed in Chapter Two and the findings presented in Chapter Four of 

this research solidly anchored on the economic, social, political and implementation 

capacity realities ofNamibia in terms of fiscal policy programs and their effectiveness. 

With a view to ensuring that the government ' s financial resources are used lawfull 
y, 

efficiently and effectively and with transparency and accountability, it would be 

necessary to acknowledge that in Namibia, public expenditure is not efficiently 

managed. This is in agreement with the results of this research. Figure 4 .9 above 

reflects that about 34.7% of the total63 respondents agreed that indeed a combination 

of economic, political and social factors affect fiscal effectiveness in Namibia. The 
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increased involvement of the role of central government and the politicians in general 

in the economic sphere and less recognition of the private sector as 'an engine for 

economic growth' has meant that government has a new vital role in creating an 

effective legal and regulatory framework in which the private sector will be enabled 

to operate. The continued persistence of deficits in the face of high levels of poverty 

unemployment, and regionally unbalanced development has resulted in increased 

concern as to the degree of adherence to sound economic principles in the formulation 

and implementation of the country's fiscal policy. In this regard, the Ministry of 

Finance (20 18) has observed that political considerations are the main reasons for 

growing fiscal deficits in the country. Such concerns have also been reinforced by the 

non-variance of the emoluments of members of the executive and legislative arms of 

government despite the increased suffering of the average Namibian as a result of the 

decline in the country's revenue earnings. These arguments concur with Blinder and 

Solow ( 1974) who argued that due to bureaucracy in design, approval , and 

implementation of fiscal policy, fiscal policy is impacted by the political 

considerations such as the fiscal misconception of public and policy-makers, the 

favour of transferring current fiscal burden to future generations, the limitation of 

government due to debt accumulation, the delay in fiscal consolidations due to the 

political conflicts, and the function of current budget institutions that leads to high 

spending. 

4.6.5 The effects of Fiscal policy ineffectiveness 

The effectiveness of Fiscal policy in creating jobs, reducing poverty and generally 

reinforcing the social protection system has been assessed in many countrie , including 

Botswana and South Africa. The World Bank (20 14) reported that a socio-econorn ic 

impact study of a labour-based road maintenance demonstration project in Botswana 
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reported that the introduction of fiscal policy in Botswana was intended to contribute 

to the national development objectives of employment creation, poverty reduction and 

economic growth because the governments may have had political motives to overstate 

fiscal stimulation packages through double-counting. A more accurate measure of the 

fiscal stance may be total government expenditures, as calculated by the national 

income accounts (aggregating government consumption and investment, as well as 

inventory data). This study stablished that lack of resources in Namibia has no 

daunting effects on fiscal policy effectiveness. In a related strand of literature, 

Rademacher (20 11) in his study entitled: Fiscal Policy and Growth: Boosting 

employment and competitiveness in Namibia , found that socially effective fiscal policy 

has a large effect on poverty reduction and that the effects are particularly positive for 

the poorest of the poor. Specifically, he found that social grants reduce the number of 

'poor' individuals by I 0 per cent and the number of 'very poor' individuals by 22 per 

cent. With the latter holding true even after controlling for other factors such as 

household structure and educational level of the head of the household. They also 

established that, fiscal policy, if implemented and monitored effectively, tends to 

reduce inequality, albeit to a much lesser degree when compared to the poverty 

reduction effects. These positive effects can only be realised if there is participation 

by all stakeholders in fiscal policy programmes. This current study found out that there 

is lack of community participation and duplication of roles in fiscal policy programmes 

hence its ineffectiveness (see Figure 4.2 and Figure 4.5). 

4.6.6 Fiscal Policy Performance in Namibia 

Fiscal policy performance has produced mixed results over the years. During the 

NDP2, for example, although average economic growth for the entire period, recorded 
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at 4. 7% surpassed the targeted growth level of the plan, set at 4.3%, employment 

declined by an average of 2.7% per year in contrast with the targeted 2.6% annual 

increase. Similarly, during NDP3 , given increased government spending, economic 

growth for this period, recorded at an average of3.6% grew below the targeted growth 

of 5%. Despite the moderate positive levels of economic growth during the NDP3 

period, levels of unemployment and poverty continued to be worrisome. This study 

revealed that 37.7% of the respondents agreed that the identified economic 

(Insufficient Resources, Weakly prioritized expenditures, Large Debt Stock, 

Ineffective institutional Framework, and Poor capacities of the budgeting process) 

social (Community participation, Demographic characteristics, Transparency and 

accountability, and Cultural beliefs) and political (lack of political will , Cabinet size, 

overlapping roles between institution and Lack of or slow decentralisation) factors 

agreed that fiscal policy in Namibia has not been effective. The findings on social 

factors concur with Wehner (20 I 0) who established that an addition to the cabinet size 

leads to a deterioration of the budget balance, thus , influences the effectiveness of 

fiscal policy. 
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CHAPTER FIVE 

CONCLUSIONS AND RECOMMENDATIONS 

5.1 Introduction 

The study aimed to identify the political, administrative and social factors that 

undermined the effectiveness of fiscal policy in Namibia; determining the effects of 

these factors on the effectiveness of Fiscal policy in Namibia, evaluating the 

performance of fiscal policy in Namibia over the years and to make recommendations 

based on the findings on strategies to be taken to ensure the effectiveness of fiscal 

policy in Namibia. Chapter Five gives the discussion of the main findings from the 

research and where applicable, links the literature to the research outcomes. 

5.2 Conclusions Based on Research Objectives 

This study investigated the factors that constrain the effectiveness of fiscal policy in 

Namibia. Using data and information from a survey conducted among participants in 

government ministries, offices and agencies in Namibia, it is established that fiscal 

policy, while having no effect on the employment status of the general citizens in 

Namibia, does have a positive effect on the socio-economic situation of the 

communities. Specifically, fiscal policy has one major immediate benefit: increased 

spending power as a result of the wages received (those that are benefitting from 

government programmes such as the Food Bank, temporary employment during 

national elections and drought relief programs). This would suggest that either the 

skills or experience gained from the fiscal policy programmes does not enhance the 

future employment prospects of those who participate in such programmes, probably 

because these are at variance with what the market demands, or that there are simply 

no alternative wage employment opportunities as a result of these fiscal policy 
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initiatives. This continuously widens the inequality gap and the issues of poverty 

eradication are not solved in the economy, rendering fiscal policy ineffective. 

The study concludes that a set of economic, political and social factors constrain to 

fiscal policy ineffectiveness in Namibia. On social factors , community participation, 

demographic characteristics, transparency and accountability, and cultural beliefs 

were identified as factors that constrain the effectiveness of fiscal policy. Next, the 

survey results show that insufficient resources, weakly prioritised expenditures large 

debt stock, ineffective institutional framework, and poor capacities of the budgeting 

process are the most economic factors that constrains fiscal policy effectiveness. 

Meanwhile, 89% of the total respondents agreed that lack of political will , cabinet size, 

overlapping roles between institutions and lack of or slow decentralisation are political 

factors that inhibit the effectiveness of fiscal policy in Namibia . Further, I 00% of the 

respondents emphatically rejected the proposition that fiscal policy is ineffective due 

to lack of resources. 

The study futiher concludes that the continued persi tence of fi cal policy 

ineffectiveness will continue to yield high level of poverty, unemployment, and 

regionally unbalanced development and therefore can re ult in increa ed cone rna to 

the degree of adherence to sound economic principles in the formulation and 

implementation of the country's fi scal policy. 

The ideal hould be concluding based on re earch objective and ·upp rtcd b) rc ·ult · 

or finding . 
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5.3 Recommendations 

• There is a need to constantly rev1ew. 111 consultation with pri va te-sector 

actors/implementers, the leve l of partic ipati on, and whether the community and 

stakeholder engagements are preva iling and ob erved in fi sca l po licy 

programmes. This will achieve the twin objectives of full employment of 

resources and increas ing priority and awareness on national priority areas. 

• There is also a need to ensure, from both policy and practice standpoints, that 

the fi scal po licy programs have an inbuilt mechani sm for the transtl r from 

principality to rea lity (Acco untability) to enable the stakeholders to understand 

what is expected of them and to avo id role duplica tions. 

• It is also necessary for the government to de ign complementary po li cies and 

programmes that promote long-term investm ents, especially by the pri vate 

sector, to tap into and utilise the reservo ir of skill s through employment 

opportunities in rural areas. 

5.4 Recommendations for futu1·e Research 

This study concentrated on inves tigating the facto rs that constrain fisca l po licy 

effectiveness in Namibia. The focus of the study was governm ent mini stri es, offices 

and agencies in one town, Windhoek. To fac ilitate the generali sation of the fi nd ings. 

thi s study recommends that further tudies should a lso look into how the identified 

factors constrain economi c growth and how budg t dc licits ca n affect ther ti ca l 

performance measure with an a im to clo e the gaps that ex i t 111 the fi ca l 

performance sector I i te rature. 
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APPENDIX J 

QUESTIONNAIRE 

My Name is Sakaria M. Shifotoka. I am studying at the Uni versity of Na mibia: 

Namibia Business Schoo l. I am conducting a research titled "An investigation of the 

factors that constrain the effectiveness of fiscal policy in Namibia". This research 

aims to examine factors that undermine the effecti veness of fi sca l policy in Namibia. 

Fiscal policy here is concentrated on government spending toward the achievement of 

macroeconomic objecti ves: employment crea tion, poverty allev iation, infras tructure. 

pub! ic security, hea lth care and Educati on among others. The government of Namibia 

has prioriti sed improvement in the soc io-economic status of its citizens through 

overarching goa ls such as high and sustainable economic growth , employment 

creation, increased income equality and poverty reduction among others. Despite thi s 

significant role by government, these macroeconomic objecti ves still remain as 

challenges. 

Dear respondent, with this background, yo u have been se lected to partici pate in this 

study. 1 will be most grateful if you would take a few minutes to co mplete this 

questionnaire and by answering every quest ion to the best of your abi I ity. Your 

responses will remain anonymous and will only be used to achieve the objectives of 

this study. 

Should you have any queries, please contact me Sakaria Shifotoka at +264 81 381 

36 18 or email at sakaria.malima dgmail.com . Please provide your responses before 

20 June 2019. 
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Questionnaire 

1. Namibia is faced with challenges such as limited fiscal stance. In you r own view, 

please rate how you would agree that the fo ll owing economic factors constrai n the 

effectiveness of fiscal policy in Namibia . 

Sca le I to 3: I = Agree; 2 = Undec ided; 3 = Disagree; 

(Please tick appropriate rate for you: one tick per factm) 

Insufficient Resources : No enough resources to fund challenges 

Weakly p.-ioritized expenditures: Resource all ocation not accordi ng to 

national priorities and are therefore mismanaged. 

Large Debt Stock: International ob ligations to stay within thresholds limit 

expenditures. 

Ineffective institutional Framework: the enabling envi ronment in which 

all efforts are harmoni zed to reach fiscal policy goa ls 

Poor capacities of the budgeting process: How programs are planned. 

implemented and monitored and eva luated to en ure that intended 

resources are utilized for intended purposes 

I 2 

Other than the factors li sted above, what would you say are some of the economic 

factors that constrain the effectiveness of fiscal policy in Namib ia? Please explain 

···· ·············· ··········· ········· ···· ·········· ········· ······ ·· ······ · ·· ····· ···· ··· ······ ·· ··· · 

··· · · ····· ·· ·· ·· ·· ··· ·· ··· ······ ········ ···· ·· ·· ····· ·· ···· ······· ········· ··· ·· ···· ··········· ···· ······ ·· ······· ·· ··· ·· ··· ····· ·· ··· 

2. Co llaboration between law makers and society is important for bringing about 

desired nat iona l outcomes. In your own view. please rate how you would agree that 

the fo ll owina soc ial factors constrain the effectiveness of fi ca l policy in Namibia. 
"' 

Sca le I to 3: I = Agree; 2 = Undecided; 3 = Disagree; 

(Please tick appropriate rate for you: one tick per factm) 

Community participation : Lack of community ' s participation 

va rious government programs such as: Volunteer, Literacy, etc 
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Demographic characteristics: charac teristics of the population: 

Namibia has a large population of young and the yo uth there fore do 

not identi fy themse lves within fi sca l programs 

Transparency and accountability : leaders/managers are not held 

acco unta ble for lack of achievement in des ignated roles 

Cultural beliefs: some pockets of the populati on do not beli eve 111 

modernization which makes it hard to plan fo r and bring about change 

in such communities 

Other than the fac tors li sted above, what would yo u say are some of the soc ial factors 

that constra in the effecti veness of fi sca l policy in Namibia? Please explain 

······· ····· ·· ················ ··· ····· ······ ··· ···· ·· ··· ··· ····· ·········· ··· ·· ·· ··· ······ ···· ······ ·· 

3. Politica l dynami cs is believed to play a major role in an economy and affects fisca l 

policy outcomes in return . In yo ur own view. please rate how yo u would agree that the 

follow ing fac tors constrain the effecti veness of fi sca l policy . 

Sca le I to 3: I = Agree; 2 = Undec ided; 3 = Disagree; 

(Please tick appropriate rate for you: one tick per factor) 

Political will : willingness or capabili ty of politica l leaders to ee that a 

policy they public ly advoca ted actually gets implemented. and outcomes 

achieved 

Cabinet size: too many law makers and therefore administrative debate 

impact outcome of fisca l policy 

Overlapping roles between institution : chall enges with rega rd to 

undefined, conflicting or overl app ing inst itutional roles between different 

responsible government units 

Lack of or slow decentralization: decis ion made at central level as 

opposed to reg ional leaders hav ing a ay in resources allocation 
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Other than the factors listed above, what would you say are some of the political factors 

that constrain the effectiveness of fi sca l policy in Namibia? 

··· ··· ··········· ·· ··· ···· · ·· ······· ······ ·········· ·· ·· ··· ······ ····· ····· ······ ···· ·· ···· ········· ·· 

··· ·························· ··· ··· ··· ··· ·························· ······· ···· ······· ··· ······ ···· ···· 

4. Below are the statistics depicting government expenditures and outcomes. 

20 11/1 2 2012/ 13 20 13/ 14 2014/ 15 20 15/ 16 

Social 44.3 58.1 52.9 35 .3 33 .0 

Economic & 36.4 -6.2 52.3 2 1.2 6.3 

Infrastructure 

Public Safety & 4.4 2 1.5 32.0 33.5 13.6 

Order 

Administrative 15 .0 26.6 -37.2 10.1 47. 1 

Total Expenditure 28.4 8.2 12.9 27 16.5 

Unem ploymcnt 27.4 29.6 28 .3 30.8 34 

Rate 

Income Inequality 0.60 0.59 0.57 (20 15) 

(2004) (2009) 

Poverty Rate 37.5 28.8 17.4 (20 15 

(2004) (2009) 

Source: MoF Esttmates of Revenue and Expendtture, NSA labourjorce survey 

Based on the statistic provided in the table above, how would rate the performance of 

the Namibian Fisca l policy in the last five yea rs. Please tick appi'Opriate box for you 

I Effective I Average /Ineffective 

Please provide reason for you r chosen an wer 

··· · · · ····· · · · ··· · · · ·· · · · ···· · ···· ···· ··· · · ·· · · ·· ·· · ··· ·· · · ·· ···· ··· ···· · · · · ··· · ·· · ···· ····· · · · · · · · · · · 

· · ·· ···· · · ····· · ······· ·· ······· · ··· · ····· · · ··········· · · ·· · ·· · · · ····· · · ·· · ···· · ·· · · ·· · · · ··· ·· ·· · · · · ·· 
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5. Despite the impress ive economic growth in the recent past, averag ing 5 per cent per 

annum between 2002 and 2017, the rate of unemployment, income inequality and 

poverty rates remains high. In yo ur perspective, how would yo u agree that the 

government should consider the statements in the table below to ensure effectiveness 

of fi scal policy? 

Sca le I to 3· I = Aaree · 2 = Undecided· 3 = Disagree· 
. u ' ' ' 

(Please tick appropriate rate for you: one tick perfactor) 

I 2 

Rev iew methods of fi sca l policy to address challenges surrounding 

formulation processes and adoptions 

Spending should only be directed to identified national priorities and 

strengthen monitoring and evaluation mechanisms to ensure 

accountability 

Strengthen and ensure independent budget processes for effi cient 

management of ava ilable resources 

Revi ew regulatory and institutional frameworks to curb duplications of 

roles and scattered implementation responsi bilities 

Expand and create other revenue generating ventures to finance 

development challenges 

Create incentives and attraction for community participation Ill the 

implementation of fi sca l programs 

Discourage a large cabinet and policy makers size for effi cient planning 

and achievement of national goals 

In your opinion, what other recommendations should the government consider in 

ensuring fi sca l policy effectiveness in address ing socio economic chall enges 

experienced in Namibia? 

···· ··· ····· ····· ····· ····· ······· ·· ··········· ·· ··· ··· ··· ··············· ·· ··· ······ ·· ··· ··· ·· ····· ··· 

···· ··· ···· ·· ······ ·· ··· ·· ····· ·· ······ ··· ···· ········ ···· ······ ···· ····· ··· ·· ······· ·· ···· ······· ····· 

· · · ····· · · · · · · · · ·· · · · · · ··· · · · · · · · · · ···· · · · · ···· · · ·· · · · ·· · · · ·· · · · · · · · · ·· · · · · · ··· ···· · · · · · · · · · · ·· · ·· ·· ·· 

Thank you for your time 
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