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BACKGROUND

The World Bank’s income reclassification refers to the process of categorizing countries into income
groups based on their Gross National Income (GNI) per capita. The World Bank uses the Atlas method
which converts a country's GNI per capita in local currency to U.S. dollars using a three-year average
of exchange rates adjusted for inflation Countries are classified as low, lower-middle, upper-middle or
high income depending on whether their GNI per capita falls within specific thresholds. For Namibia,
being reclassified from Upper-Middle-Income to Lower-Middle-Income means its GNI per capita
dropped below the required threshold, signalling weaker economic performance and granting renewed
eligibility for certain development financing and donor support mechanisms.

Tablel: The income thresholds as of 2025:

Income Classification GNI per capita

Low income <$1,135

Lower- middle income $1,136 — $4,495

Upper-middle income $4,496-$13,935

High income >$13,935

Source: World Bank (2025)

Namibia was first classified as an Upper-Middle-Income Country (UMIC) from Lower Middle-Income
country (LMIC) in 2009 when it’s Gross National Income (GNI) per capita reached US$4,260,
surpassing the World Bank’s threshold of US$3,856 by U$404 at the time. This was due to sustainable
economic growth driven by strong mining, fisheries, tourism and stable macroeconomic management.

However, despite the high GNI, widespread inequality and structural challenges persisted. Namibia
remains one of the most unequal countries globally, with a Gini coefficient of 0.59 (World Bank, 2022).
Poverty has increased from 410,518 people in 2016 to 852,317 in 2023(Economic Commission for
Africa, 2024) and and unemployment has risen to 36.9 percent, (Namibia Statistics Agency, 2024),
highlighting the disconnect between national income indicators and lived realities. As such, the recent
reclassification of Namibia to a lower-middle-income country is widely seen as a more accurate
representation of its developmental realities.

Gonzalez (2019), in a comparative study of Colombia and the Philippines following their
reclassification to Upper-Middle-Income status, provides empirical backing to these concerns. The
study observed that while both countries showed modest improvements in income metrics, their
transitions were accompanied by substantial reductions in donor support, this created fiscal strain,
particularly in sectors like health and education.

The downgrade to LMIC status underscores a structural disconnect between historical gains in national

income and inclusive, employment-intensive growth. Fiscal space is constrained by elevated debt, while
aid volatility and limited access to concessional windows complicate medium-term planning. This
policy brief out aim to outline the key factors behind Namibia’s reclassification to




Lower-Middle-Income status and examines the implications for national development planning. It
provides clear policy direction to help government and stakeholders respond strategically to the new
economic development.

KEY FINDINGS

GNI per capita of US$4,240 in 2024 fell below the threshold required for Upper-Middle-Income
classifications by US$ 256 as per the July 2025 review. This decline can be attributed to the fact that
Namibia’s population grew from 2.5 to 3 million and has outpaced economic gains, leading to a diluted
per capita income figure. The Namibian economy has struggled to maintain robust growth over the past
decade. The impacts of COVID pandemic exacerbated these challenges leading to contraction in key
sectors such as tourism, retail and construction. Global inflation and regional instability have further
undermined recovery efforts resulting in a prolonged period of subdued growth.

Figure 1: GNI per capita

Gross National Income (GNI) per capita

Source: World Bank

Although Namibia recorded relatively low GNI figures in 2019 and 2023 compared to 2024, it
retained its Upper-Middle-Income status, as its GNI still fell within the World Bank’s threshold for that
category during those years. During the period 2004 to 2024, Namibia’s highest GNI figure was
recorded in 2012 at US$5704.69, while the lowest was recorded in 2004 at US$3444.90. Namibia’s
GNI trend is depicted in figure 1 above.

Structural challenges persist, including high inequality with a Gini coefficient of 0.59, rising

poverty headcounts between 2016 and 2023, and unemployment at 36.9 percent, indicating weak
translation of national income into widespread welfare gains.

Exchange-rate depreciation from an average of 8.52 ZAR per US dollar in 2009 to 18.33 in 2024
contributed to lower dollar-denominated GNI per capita under the World Bank’s Atlas method.

IMPLICATIONS OF THE LMIC RECLASSIFICATION

Reclassification may increase Official Development Assistance, yet Namibia remains above the
concessional cut-offs for World Bank IDA and IMF PRGT access and is considered IBRD-only based
on income and creditworthiness. The World Bank’s IDA provides concessional loans and grants only to
countries with a GNI per capita at or below USD 1,325 (FY2026 cutoff) (World Bank, 2024). Middle-




income countries that are creditworthy borrow from the IBRD at market-based rates (World Bank,
2024). With a GNI per capita (USD 4,240) far above the IDA cutoff and adequate creditworthiness,
Namibia is IBRD-only, with no access to IDA concessional terms.

Similarly, IMF (2025) reports that under the International Monetary Fund (IMF) framework,
concessional financing is provided through the Poverty Reduction and Growth Trust (PRGT) only to
low-income countries that meet income (GNI per capita below the IDA operational and limited-market-
access criteria (IMF, 2025a). The (IMF, (2025) further stipulates that countries with GNI per capita
above the World Bank’s IDA cut off and with some market access are treated as presumed blenders,
accessing PRGT resources only in a 1:2 mix with non-concessional General Resources Account (GRA)
loans. Namibia’s GNI per capita is well above the concessional threshold, placing it firmly in the non-
concessional GRA category.

As an UMIC, Namibia faced reduced access to concessional funding and eligibility for
development aid leading to a shift in donor priorities away from the country. Additionally, rising
public debt has constrained government spending on critical development areas such as health,
education and infrastructure. The loss of donor support and increased reliance on debt financing further
strained Namibia’s economic outlook

Namibia’s reclassification to a Lower-Middle-Income Country may offer short-term fiscal relief
at a time when the country is grappling with rising public debt and constrained fiscal space. Public debt
has continued its upward trajectory since 2008, reaching an estimated N$157.1 billion in 2024
equivalent to 64.1 percent of GDP and approaching the World Bank’s broader estimate of roughly 70
percent. This level exceeds both Namibia’s national debt benchmark of 35 percent and the SADC
prudential threshold of 60 percent of GDP, underscoring the severity of the fiscal pressures the country

faces (Bank of Namibia, 2024). Namibia’s public debt is depicted in figure 2 below.

Figure 2: Public Debt
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In 2022, Namibia recorded a significant rise in Official Development Assistance (ODA), reaching
US$325.3 million the highest level since 2009. According to the National Planning Commission
(2024), this increase reflected the country’s efforts to strengthen relationships with existing
development partners and to secure new partnerships in response to fiscal shortfalls and emerging




socio-economic challenges. Historical patterns of ODA also show that Namibia’s earlier classification
as an Upper-Middle-Income Country in 2009 did not lead to a uniform reduction in donor support.
Although some partners scaled down or restructured their programmes, studies such as Kazauana (2014)
found no conclusive evidence that the UMIC status alone significantly reduced ODA inflows; instead,
donor behaviour was influenced by broader factors, including sectoral priorities and governance
frameworks. National Planning Commission (2023) further noted that the UMIC designation
contributed more to increased volatility in aid flows than to an outright decline, largely due to
assumptions that Namibia required less assistance. Figure 2 below depicts the flow of ODA since 2004
to 2022.

Figure 3: Official Development Assistance
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POLICY RECOMMENDATIONS

Government should adopt a medium-term domestic resource mobilisation plan that reduces
leakages, improves tax administration, and simplifies compliance while safeguarding competitiveness,
and it should explicitly ring-fence incremental revenues for growth-enhancing investments in
infrastructure, skills and health.

Authorities should focus investment promotion on quality FDI in manufacturing,
agro-processing, renewable energy and digital services, with the Namibia Investment Promotion and

Development Board coordinating serviced industrial zones, streamlined licensing through a one-stop

investment interface, and supplier-development programmes that integrate SMEs into value chains.

Economic diversification should be accelerated by operationalising sector strategies for tourism,
agriculture and green hydrogen, supporting technical and vocational education and training, and funding
applied research and development to raise productivity and export readiness.

Public financial management should be strengthened by adopting programme-based budgeting
with performance targets, enhancing procurement transparency, and publishing a medium-term debt
strategy that prioritises concessional and semi-concessional borrowing for projects with demonstrable
economic returns.




Official development assistance should be programmed through a country platform that aligns
partners to NDP6 priorities, concentrates on regulatory and institutional reforms, and uses
results-based modalities to incentivise delivery while preserving space for private sector-led growth.

Social protection should be recalibrated to protect the poorest while enhancing employability, by
scaling labour-market activation for youth and women, expanding digital delivery systems to reduce
exclusion and leakage, and periodically reassessing benefits against poverty trends and fiscal
sustainability.

CONCLUSION

Given Namibia’s current economic and social landscape, Lower-Middle-Income status is more
appropriate, as it better reflects the country’s development challenges and restores access to
concessional financing and donor support resources that are increasingly important amid rising poverty,
inequality, unemployment and constrained fiscal space. While Upper-Middle-Income status remains a
desirable long-term aspiration, it will only be meaningful once economic growth becomes inclusive,
broad-based and capable of reducing longstanding socio-economic disparities.

The reclassification offers Namibia an important opportunity to reset its development model toward
more inclusive, employment-intensive and resilient growth. By sequencing institutional reforms,
strengthening governance, and directing investment toward productive sectors, Namibia can use
development assistance not as a substitute but as a catalyst for private capital helping to crowd in
Foreign Direct Investment and support industrialisation under NDP6. If effectively managed, this
moment can serve as a turning point, allowing the country to transform short-term fiscal relief into
long-term structural progress, stabilise the macroeconomic environment, and ensure that growth
translates into tangible welfare improvements for all Namibians.

Ultimately, the success of this transition will depend on Namibia’s ability to leverage its renewed
eligibility for development financing, improve accountability and policy coherence, and prioritise

reforms that promote job creation, equity and sustainable economic diversification. With strategic
leadership and coordinated implementation, the LMIC status can become a springboard for rebuilding
a more inclusive and resilient economic future.
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