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1.1 Introduction

Economics of employment creation owes its origin to two traumatic economic experiences namely; a decade of double-digit unemployment rates in Britain in the 1920s, and the Great Depression, which was another decade of even higher rates of unemployment and declining output from 1929 through the 1930s. Classical economics which dominated macroeconomic thinking up to the period of the Great Depression was based on the reasoning that government intervention in the economy needed to be kept at a minimum level, because it could only interfere with the price mechanism in coordinating the activities of economic agents (consumers, producers and suppliers of factors of production). This macroeconomic thinking was ill-equipped to explain either persistent unemployment or any policy prescriptions for dealing with the problem.

It was these two economic experiences that prompted John Maynard Keynes to publish his ideas on how to deal with the Great Depression in 1936. As he published his ideas, he was fully aware of the seriousness of the depression, as the late Don Patinkin of the Hebrew University put it (Patinkin, 1978, p3):

“...........the period was one of fear and darkness as the Western world struggled with the greatest depression that it had known......... There was a definite feeling that by attempting to achieve a scientific understanding of the phenomenon of mass unemployment, one was not only making an intellectual contribution, but was also dealing with a critical problem that endangered the very existence of Western civilization”.

The Keynesian theory explained what had happened, what could have been done to prevent the Great Depression, and what could be done to prevent future depressions. The stance of the Keynesians explanation of the Depression can be captured by a simple                  aggregate demand–aggregate supply model. Within the framework of this model, he observed that growth in Western economies in the 1920s had been based on mass production of automobile and radio and was fuelled by a housing boom. The collapse of the growth in the 1930s resulted from the drying up of investment demand. He further observed that the private sector was inherently unstable-an observation which called for active stabilization policy to maintain good economic performance.

1.2 Keynesian Policy Prescription

The Keynesian model not only offered an explanation of what happened, but also suggested policy measures that could have been taken to prevent the Depression and that could be used to prevent future depressions. These included:

· Vigorous use of countercyclical policies aimed at reducing cyclical fluctuations (or business cycles);

· If a recession ever showed signs of deteriorating into a depression, the way out of it would be to reduce taxes and increase government spending, so as to increase aggregate demand for goods and services.

The resulting increase in aggregate demand for goods and services would then provide an incentive for businesses to increase their investments so as to produce more goods and services. As they did so, they would also have to employ more workers to work with the increasing stock of capital. The newly employed people would also buy more goods and services, thus leading to further increases in aggregate demand, aggregate supply and employment in a sustaining manner.

Countries which tried this prescription were able to get out of the Depression faster by turning around the declines in output and increases in unemployment.

1.3 The Role of Monetary Factors

Central and reserve banks argued in the 1930s that there was little they could have done to prevent the Depression, because interest rates were already as low as they could possibly go (see, for example, Temin, 1976). They argued that further reductions in interest rates would have had no effect because there was no demand for investment. Even monetary expansion in the form of increases in money supply could not have worked in a situation in which investment was highly unresponsive to changes in the rate of interest. However, some economists have argued that the Depression was triggered off by the collapse of the international financial system (see, for example, Kindleberger, 1986, and Haberler, 1976). The Keynesian emphasis of fiscal policy and its downplaying of monetary policy were challenged by Milton Friedman (1956), who argued that the claim that monetary policy could not work in the 1930s had no factual basis in view of the fact that monetary policy was not even tried during the Great Depression.

1.4 The Economics of Employment Creation

One important lesson learnt from the success of the Keynesian prescription in getting countries out of the Depression is that the demand side of an economy is just as important in employment creation as the supply side. A fiscal or a monetary stimulus affects the economy from the demand side, but with ultimate positive effects on output and employment. An increase in government spending, for example, causes an increase in the general price level which, in turn, leads to an increase in demand for labour, because from the point of view of producers an increase in prices of their goods and services represents an increase in profits. Output of the economy then increases with increased use of labour.

Economic policy should, therefore, try to incorporate measures which represent a balanced consideration of both sides of the economy. Policy makers and economic planners should not focus on the creation of an attractive business environment to the extent of neglecting the capacity of the people to operate as consumers of goods and services. Economic policy measures should be put in place with full appreciation of the fact that there are people in the economy who have neither jobs nor businesses, and people who have no working relatives from whom they can expect transfers. Such people cannot be reached directly or indirectly with convectional fiscal policy measures like tax reduction or increases in government spending that do not accurately target them.
2.1 The Role of Annual National Budgets
Government budgeting is a critical exercise of allocating government’s financial resources to competing uses so as to attain the economic and social goals of the country. Annual national budgeting involves the preparation of estimates of expenditure requirements for all the activities of the government. It is an annual plan which shows how much money the government will receive in a given financial year and what it will spend that money on. The annual national budget has two major components namely; the revenue and expenditure components. The revenue side centres mainly on the sources of government revenue which include, among other things, loans, grants, taxes and donations. The expenditure side centres on where and how the government will spend the available funds. These include, for example, expenditures on health services, education services, social security and youth empowerment services, to mention but a few.

As noted by Sherbourne (2010), in Namibia the national budget is an important tool for achieving the country’s development objectives - accelerating growth, reducing the rate of unemployment which currently stands at 51.2%, and reducing poverty and inequality. Unlike other developing countries, Namibia has never got into excess debt since independence. The government has continued to encourage more or less balanced budgets for preserving financial market confidence. Since 2001/02 the government has presented a three year perspective on revenue, expenditure and the budget balance through the Medium Term Expenditure Framework (MTEF) which attempts to identify desirable outcomes for all the programmes run by government offices, ministries and agencies. This programme provides useful information and enlightens the general public on the government’s openness and transparency in the management of the country’s financial resources.
The preparation of a national budget involves a highly focused process whose aim is to produce a document for the consideration of the general public and for approval by the legislature. It has a number of functions which can be grouped into two categories namely; functions involving the management of financial resources, and functions relating to the implementation of economic policy. Financial resource management functions include: 

· Serving as a report on the status of government finances by taking revenues and expenditures of the previous and future year into account;

· Informing the public about the benefits that may be expected and the sacrifices that may need to be made by the country;
· Serving as the basis for annual financial legislation and as the main instrument for public financial accountability;
· Providing an overall picture of public finances by following a classification system that allows meaningful analysis;
· Reflecting the government’s multi-year strategy; and
· Allocating resources in conformity with both polices and fiscal targets.
The functions relating to the implementation of economic policy include:

· Stating what economic measures the government plans to implement to achieve stated objectives and goals;
· Serving as an assessment of the current and expected economic situations of the country and as an indication of what the government expects to do during the course of the next fiscal year;
· Reflecting the vision of economic and social developments of government and more generally the values of the society;
· Reflecting the various sectoral policies that are being pursued and that are likely to be continued during the next fiscal year;
· Reviewing income and wage disparities;
· Serving as a signal to markets about the range of borrowing that may be undertaken by the government;

·  Reflecting cross cutting issues such as gender, environment, education and regional     allocations; and

· Addressing operational efficiency and performance issues.
The above economic functions relate to the supply side and to the demand side of the economy. On the demand side are functions that aim to influence aggregate demand for goods and services with the view to effecting desired changes in output and employment.  Policies that promote consumption, for example, lead to higher investment and, therefore, to economic growth. The demand side depends on, among other things, the size of disposable income of individuals, which depends on the rate of income taxation. In Namibia personal income tax revenue accounts for about 24% (Sherbourne, op cit.) of total tax revenue, making it an important sources of revenue. In addition, aggregate demand depends also on government spending and on transfers by government to the general public through the establishment of schemes like Basic Income Grant (BIG), which is meant for everybody in the economy and targeted income grant, which is meant only for identified needy people in the economy. 

On the supply side are functions which aim to increase output of goods and services through the formulation of the right policies and strategies for their implementation. Low corporate taxes, for example, are needed to boost the level of economic activity from the supply side, and so are low interest rates. Annual national budgets do indicate how these supply-side policy instruments are to be used to boost economic activity in the new fiscal year. 

2.2 Annual National budgeting in Namibia 
Most of the functions of an annual national budget listed above are adequately taken care of by Namibia’s annual national budgets. Each annual national budget has started with a concise but exhaustive review of the global economic picture and the national economic picture over the preceding financial year and an outlook of the economic picture in the following financial year. Each national budget since independence has also outlined sectoral goals and policies as well as strategies for achieving them. For the first time, the 2011/12 national budget has allocated money for the “Targeted Intervention Programme for Employment and Economic Growth (TIPEEG)”, which is aimed at promoting economic growth and job creation in the country by supporting identified high- growth sectors namely; agriculture, tourism, transport and housing.

One important observation that one can make by looking at Namibia’s annual national budgets since independence is that they have tended to depend more on the tax instrument than on government spending, which is an equally important fiscal policy measure. When government spending is mentioned in a government budget, it is mentioned in very general terms which do not show clearly which sectors of the national population are being targeted. Increases in government spending should explicitly reflect what the government is doing to address the problem of inequality in the distribution of income and employment opportunities like the TIPEEG programme has done in the 2011/12 budget.

A second observation is that the annual national budgets have treated the tax instrument as if most of the residents of the country have got wage employment or are involved in businesses so that reducing income and corporate tax rates would confer benefits on all residents. However, with an unemployment rate of 51.2%, reducing these tax rates would confer benefits on a smaller proportion of the labour force, and on a much smaller proportion of the population. More explicit policies should be formulated to address the unique circumstances of people with neither wage employment nor businesses. Such policies could be drawn from the category of income grants that have been referred to earlier – basic or targeted income grants.

Finally, while the author of this paper has not had the benefit of reading TIPEEG, one hopes that it spells out clearly what specific employment-creating activities are going to be started in the four identified high-growth sectors, who are going to implement the activities (government or private sectors entities), the level of funding and the estimated number of employment positions each activity is likely to create on a permanent basis.
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