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P.D.R. of Yemen - Basic Data

Area and population
Area
Population

IMF data

Date of IMF membership

Status

Quota

Fund holdings of Yemeni dinars
Currency

Par value

SDR account

Fisc
1971/7

112,000 square miles
1.59 million

September 1969

Article XIV

SDR 29 million

207.1 per cent of quota

Yemeni dinar (YD)

No par value has yet been established.
The Yemenil dinar is pegged to the U,S,
dollar at a rate of YD 1 = US$2,89524.
A representative rate of YD1 =
US$2.886 is now in force,

Participant. Allocations received

SDR 9.9 million. Current holdings
amount to 32.9 per cent of net
cumulative allocation

al years ended March 31 April—Dec;L/
2 1972/73 1973/74 1974/75 _ 1975

Public finance

(In millions of Yemeni dinars)

Domestic revenues 16.0 12.1 15.3 18.1 14.0

Current expenditures 20.7 21.7 22.7 217.5 n.a.

Deficit -4.7 -9.6 -7.4 -9.4 n.a.

Development expenditures 4.1 9.0 12.1 20.0 18.7
Calendar years

1971 1972 1973 1974 1975

Money and credit (end of;year)g/

(In millions of Yumeni dinars)

Noney supply 31.7 34.9 40.1 46.1 52.3
Quasi~money 8.2 8.9 8.9 9.0 10.8
Claims on the private sector 9.6 9.9 10.4 18.9 19.7
Claims on the public sector (net) 5.6 10.4 15.1 24.0 30.8
(In millions of SDRs)
3/ n
Balance of payments— 4/ 5/
Exports 27.6 25.7 20.6 15.6-- 20.5=
Imports -104.2 -96.0 -108.3 -153.4 -154.0
Services and private transfers _ 70.6 _44.2  45.1 56.5 27.5
Balance goods, services
and private transfers -6.0 -26.2 -42.6 -8l1.3 -76.0

Net capital6?nd government

transfers— 9.8 24.5 39.3 56.5 56.3
Monetary novements (decrease -) 3.8 -1.7 -3.3 -24.8 -19.7
Net official and banking foreign

assets (end of year) 66.1  64.4  61.1  36.3 16.6
Bank of Yemen's gross reserves  59.2 61.7 63.07/ 55.2 46.7
Government (purchases from IMF) <-0.2 0.1 -~ -9.3 -23.68/
Commercial bank 7.1 2.5 -1.9 -9.7 -6.5-

1/ Provisional.

2/ End of September for 1975 money and credit data.

3/ 0il refinery treated as a nonresident.

4/ Preliminary.

S5/ Estimates.

/ 1Includes errors and omissions and SDR allocations.

7/ Less than SDR 100,000.
Q7 1od Navoemhery far Matrianal Ranl

~f Voeaman
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I. Introduction: lYeonomic Structure and Orranization

1. Historical summary

The P.D.R. of Yemen has a vopuletion of approximately 1.0 million and
covers an area of 112,000 square miles. Huch of i+s territory is either
desert or mountainour and rusged, while the climate is arid, characterized
by high temperatures and very little precipitation. These conditions, together
with the absence of permanent surface water streams, lirit the scope for
agricultural development. The country has abundant resources of fish along
its 1,200 kilometer coastline, which until recently have been only pertially
tapped. Jo o0il or hard minerals of commercial importance have been discovered,
but exploration activity is in progress.

Prior to independence, by virtue of the development of the Port of Aden
and the existence of a larpe British military base, a thriving economy had
been built up around Aden based on bunkerins and servicing of ships, trading
activities connected with the free port, and the provision of services to
military personnel and their families. The country was thus heavily dependent
on the services sector and the production of commodities was extremcly limited.
Commercial production in the agricultural sector was confined to cotton rrown in
the Abyan delta and Ilahe) areas; a certain amount of foodgrains, especially
sorchum and other millets, vas also grown on a subsistence basis. Industriul
production was almost totally ebsent except for oil refinin~ at the Little
Aden Cil Refinery. There had beoen very little infrastructural development,

especially in the hinterland where economic conditions were much worze than in
Aden.

The circumstances under which the P.D.R. of Yemen achieved independence in
1967 called for a radical and quick charpe in its productive structure. The
closure of the Suez Canal, the withdrawal of British forces and administrative
personnel, and the abrupt cessation of British “udgetary support not only mneant
a drastic reduction in income, but affected the very economic foundations of the
country. The authorities believed that a return to tre previous level of
prosperity on the basis of a service-oriented economy was impossible and turned
their attention to a diversification of production. In the absence of known
mineral resources and, given the limited potential for industrial develonment,
the highest priority was given to the agricultural sector. Industrial produvc-
tion was conceived as playing a subsidiary role and vas to be confined to light
industries producing consumer goods with local raw materials. Atove all, basic
infrastructure development in transport and communications was necded to achieve
economic and political intepration. These objectives were reflected in the
development efforts of the initial years of the country's existence, but found
more definite expression in the plans launched in 1971 and 19T4. The goals set
for development and production were also influenced by the political ideals
of the Government which laid emphasis on social equality and a dominant role
for the state in economic¢ activity. Thus, the Government implemented a policy
of nationalization of agricultural land, housing, banking and insurance: reserved
the industrial sector almost exclusively to the public sector: and effected
striet control over development of fisheries. Moreover, the market system vas




replaced by extensive controls on producer and consumer prices and on the
allocation of resources generally. The salient features of the current
economic structure and organization are described in the following paragraphs.

2. The commodity sectors

Agriculture, in vhich about GO0 per cent of the population is engared,
generates only 20 per cent of Gi'P end 12 per cent of the country's exnorts.
The total cultivable area, given adequate water, is variously estimated at
500,000 to one million acres. The cresa actually under cultivation, which
varies sccording to the amount of flood water, does not exceed 250,000 acres,
or 0.25 per cent of the country's total land arca. Approximately 80 per cent
of irripated land depends on seasonal flood water and the remainder on under-~
ground water. TFloods are repular in the Second and Third Governorates, but

largely irrepular in the central and eastern repions. Flood irrigation usually

permits only one crop per year. When flood waters can be supplemented by

pumped water, double crovpins becomes possible. Sround water is the main hasis

of apgriculture in the Fifth Governorate, while its use, supplerentary to flood
water, is found, and being extended, in the Second and Third Governorates.

Approximately 60 per cent of the total cultivated area is planted with cereals,

mainly sorphum and millet, and to a lesser extent, wheat: about 13 per cent is

planted with cotton; and the remainder with vepgetables, fruits end fodder crops.

The Agrarian Reform law of 1970 abolished the %raditional sharecropping

system and set ceilings on individual ownership of land at 20 acres of irrigated

land and 10 acres of rainfed land; the joint ceilirng is 40 acres and 80 acres,
respectively, for relatives of the first degree. All land in excess of these
ceilings was taken over for redistribution to specified beneficiaries with
individual allotments ranging from 2 to 5 acres for irrigated and 6 to 10
acres for rainfed land. Beneficiaries do not hold title to the land which
rests with the state. All requisitioned land allotted on this basis is
organized into cooperative farms. Unallotted requisitioned land is orpanized
into state farms. Land not previously cultivated and recently reclaimed is
also orpanized intu state farms. By the end of 1974 there were 37 state farms
with a total area of 17,860 acres and 41 cooperative farms covering an area of
229,760 acres; of this acreame, about 40 per cent was being cultivated and the
remainder being improved.

The Government maintains strict control over asgricultural prices and the
cost of inputs. Producer prices have been held relatively stable, while the

inputs of fertilizer, water and improved seed varieties are heavily suhsidized;

capital expenditures on land preparation and agricultural machinery are also
subsidized. Taxes are levied on agricultural production, but the subsidies
are estimaeted to be much larger than the taxes. Agricultural credit is

provided by the National Bank of Yemen and the Agricultural Development Fund

which operates under the liinistry of Agriculture:; the latter provides financing

for the purchase of agricultural machinery and equipment by cooperatives and
state farms.

-t



Fish wealth alonp the country's 1,200 kilometer coastline had, until
recently, been only vartially exploited by 15,000 fishermen using traditicnal
methods. The major part of marine resources consircts of pelagic species guch
as serdines, anchovies, tune and kinpgfich, other varieties vhich are com
mercially important, especiallv for export, are shellfish (principally
lobster and ghrirp) and cuttlefish. Quick-ylelding iavestments
have already produced beneticicl results in increasced production and foreign
exchange earnings. The fish catch in 197h was about 144,000 tons, but it is
estimated that, with further development, the total yield could reach about
360,000 tons per year. The production potentiel is considered to be large by
interrational standards; export opportunities are also estimated to bLe substan-
tial not only in fresh fish but also in fishmesl and fish oil. In order to
promote fisheries, the Government established in 1970 the Public Corporation
for Fish VWealth (PCFW) vhich is responsible for the general planning of develop-
ment in this sector, provides training and general locistic support to
fishermen's cooperatives and has the sole responsibility for domestic marketinrs.

At the time of independence, there was very little industrial activity other
than petroleum refining by the British Petroleurm refinery at Little Aden. Bulilt
in 1954 with a capacity of 6.5 million tons of crude per annum, the refinery
processes imported crude oil into refined products for export, ships’ bunker
fuel and domestic co-.sumption. The refinery's annual output was about 6 million
tons during 1967-T0, but has been declining since then. The impact of its
operations on the Yemeni economy comes from income tax and other payments to
the Government, wages and salaries paid to Yemeni employees, and other payments

for domestic poods and services. Currently the refinery provides employment to
about 2,000 Yemenis.

Other traditional industrial activities included salt production, the
building and repairing of dhows (small ships made of wood), the manufacture
of furniture and construction materials and the bottling of soft drinks. Thno
scope for industrial development is said to be limited by the narrow domestic
market and the scarcity of industrial raw materials. However, since indepen-
dence several possibilities of domestic manufacturing have been identified and,
with the implementation of the development plans, a small beginnine hns been
wade in industrialization, mostly in the field of import substituting, consumer
goods industries. Since the new industries generally use local raw materials,
industrial development has had important linkage effects on other sectors of the
economy. Thus, for example, a prograr of medium staple cotton cultivation has
been started to provide the rawv material for the newly established textile
factory; dairy farming is being expanded to satisfy the needs of the milk
products factory; and a tannery has been developed to process raw hides and
skins for a leather products factory. Certain industries, such as the fishmeal
factory, the tannery and the leather products factory hold promise of increased
export earnings. However, it should be noted that the expansion of industrial
output in recent years has only partly offset the fall in refinery output, and
the total value added by the industrial sector still remains below 15 per cent
of GINP.



5. Cervices

Before 19€7, there were very limited inland transnort facilities between
Aden and the 16 small sultanates which later formed the Republic: transport
and communications between settled areas vas achieved by dhows trave.inr along
the coast and discharging carpo on veretnetad beaches. An intepral part of
the development stratepy was therefore the building of a unifying transport
system for the whole country. Major highway vrcjlects were undertaken during the
period of both the First Development Plans and the Second. Desides the expan-
sion of the road networ:, attention is also being paid to the development of' bus
services, the improvement of Adzn's airport and telephone communications. At
present the transport system of the P.D.R. of Yemen comprises about 5,500 km

of roads and tracks, two ports and 15 airports and alrstrips, there are no
railways.

Aden is the princinal port of the P.D.R, of Yemen, and the bulk of the
country's imports and exports flow through it. YMowever, the shipping activity
that developed around the port is predominantly external to the transport
requirements of the country. In view of its advantageous position in
relation to the major shipping routes between Furope and the Asia-Pacific
repgion via the Suez Canal, Aden vas able to attract more than 6,000 ship
calls prr year before the closure of the Canal. The port thus becaue the
center of considerable economic activity by virtue of its capacity to provide
bunkering and other services to ships and of the development of a large volume
of trade, especially in the form of duty-free sales t¢ chips' passensers and .
crewmen; an additional boost to activity resulted from the presence of a
British military base. The collapse of this important service sector in iol7
was a major factor in the economic recession during the first years after
independence. According to some estimates, about 20,000 people, mainly traders,
lost their employment. With the new opportunities presented by the reopening
of the Suez Canal in June 1975, the authorities launched a program of rehabili-
tation for the Port of Aden. A revival of activity at the port is expected but
it may not reach the level of pre-closure days in the near future. The Yemen
Ports and Shipping Corporation established in 1973, is responsible for all
ports and shipping activities in the country, The Corporation has four opera-
tional units attached to it, namely the Port of Aden Authority, the National
Shipping Company, the lational Dockyards Company and Aden Coasters Company.

4. The public sector

lav Wo, 37 of lovember 1969 radically changed the institutional framewvork
of economic activity and vyolicy in the P.D.R. of Yemen. The law rave the
public sector the leading role in the economy and nationalized all foreisn
banks, insurance companies, postal services and most petroleum distribution
conpanies. Currently the nationalized sector includes the followins companies:
National Bank of Yemen, Mational Compnany for Foreign Trade, Tational Company for
Home Trade, National Insurance and Reinsurance Company, Hational Shipping Company.
Mational Dockyards Company and Yemen dational Oil Company. In addition, there
are two important public utility corporations, the Public Corporation for
Electric Power and the Public Corporation for Water Supply. The Corporation ‘
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for Fish Vealth already mentioned and several other public enterprises in the
ficlds of production, wholesale trade and retail trade. Accordines to Law

No. 11 of 1975 these public sector utilities must transfer from their net
profits, after payment of t.xcs and compensat on to previous owners, 50 per
cent to the Development Fund (sec p. 25 below) and 25 per cent to the Treasury

for its ordinary budget; the remainding 25 per cent may be credited to their
“n reserves.

II. Recent Developments in Produection, Implovient and Prices

1. Overall economic activity

Although some propress has been wade in comriling statisties, the secarcity
of data continues to hamper a proper evaluation of rrowth and production trends.
The Central Statistical Office has now reviscd the GDP estimates for the years
1969-72 (Appendix Table 25). Though not recent, these estimstes provide useful
insipgats.

Fconomic developments in 1974 and 1975, vhich correspond roughly to the
first two years of the Second Development Plan, were characterized by a rapid
increase in investment. In 1972, when CDP in current prices was estimated at
YD 67.2 million, investment expenditures under the Development Plan amounted
to nearly YD 6.7 million; by 1974 they had increased to nearly YD 18 million,
and by 1975 to an estimated YD 23 million. The contribution of these invest-
ments to final output was most immediate in the case of quick-yielding projects
such a5 those in the fishing industry, while the results in the transport
sector, agriculture and menufacturing industries lagmed because of the longer
gestation periods involved. However, a natural result of the acceleration of tiie

the development effort must have been a rapid increase in the construction
component of GDP.

In other sectors of the GDP developments were less favorable. In both
1974 and 1975, the decline in refinery output continued. Salt production
contracted also, although its future prospects looked bripght. In agriculture,
cotton output suffered a setback owing to a number of factors mentioned belov,
but other crops recorded increases. Tollowing the reopening of the Suez Canal
in June 1975, activity in the Port of Aden proved much smaller than had been
expected. Moreover, the country experienced severe floods in August and
September 1975. Current production was not seriously affected, but the damage
vas significant in terms of housing, irrigation channels, capital equipment,
and soil erosion. The total losses were officially estimated at YD 7.5 million.

On balence, owing to these uwdversities, it does not seem that a high rete
of growth was achieved during the last two years. However, the vigorous
development effort, has laid the foundations for a recovery and the country
is likely to pull out of its protracted recession iin the near future.
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2. Agricultural production

Anricultvral policy haz heen i1 . ruiwminrly directed toward aumentine
the production of domestically consumed foodntuffs even at the cxvense of
export production. A wide variety of srains, including rice, vhent and
sorrhur, are important stenles of bumor and animel consumntion. In the nast,
the entire requirements of rice have been imported, vhile domestic culti~
vation has met the major nortion of the reouirements of sorshur and millets,
but only a third of those of wheat. Althourh it is realized that th.
country cannot reach compliic self-.sufficiency, the nuthorities rave disided
to intensify ag much a8 possible their efforts to increase domestic food
~roduction and reduce dependence on imiorts, in view of the foreimn exchanse
problems encountered in the period of rizin~m world nrices of Toodprains.
Thus, recent agricultural development has heen characterized hwi aceele-
rated capital cxnenditures tc provide irrigotion facilities: conniderable
inereases in agricultural outnut® ond a staenation and probably a
decline in the outnut of cotton, the major exvort crom.

Amons foodrrains the objective of import substitution has heen most.
viporously vursued hy both horizontel and verticnl expansion of wheat
cultivation., Targe capital expenditures heve been undertalen to nremeye new
lands with permanent supplies of underground water for state Tarns and
cooneratives, Iligh-yielding seed verietias have been introdvced, and their
use encourared by the nrefcrential supplv o” fertilizer. The aren unler
wheot increased from 18,000 acres in 1970/T1 to 28,000 scres in 1074/75, .
and production from 12,500 tons to 20,790 tons (Table 1). The area under
barley, sorphum and other millets rose from 03,000 acres to 117,200 acres
durins the same period ané nroduction from 59,000 tons to T7h,000 tons;
the cultivation of these mrains continues to demend larrely on lood
irrigation, hut there has heen an increasing use of better seed varieties
and fertilizers. especially in the case ol sorghum.

Progress has also been made in vereta®le cultivation. There are no
imports of vegetables or fruits., Production is planned each season cn the
basis of vrojected consumption revuirements and allocated to each rovernorate
sccording to availeble land and water. Vepetable cultivation is undertealen
mostly on state and cooperative farms, with the use of permanent irrigation,
Subsidized inputs are provided, and the output is delivered to the Central
Marketing Board for Vegetal.les at vrices fixed at che time vroduction tarrets
are set. Reliable data are not available on total vegetable nroduction, but
the purchases of the Central Marketing Toard amounted to 8.8 million kilosrams
valued at YD 315,000 in 1974 and 1.0 million kilograms valued at YD 575,h00
in 1975. The output of fruits, esnceinlly bananas and papayas, is also
believed to Lave recorded a larre increase; hovever, the outnmut of dates is
estimated to have remained constant at about 40,000 tons a year. DNesnite the
recent inecrease in vepetable and fruit vroduction, shortares have occurred
in urben areas and efforts are heinrs made to achieve a further exnansion in
output in order to alleviate such shortames and meet the exnected unrrard
trend in demand. The suthorities believe that their marketing arrangements
and pricing and suhsidy nolicies provide adecuate incerntives for production. .

The main constraint is considered to be the shortage of cultivable land
and water.




Table

1, Agricultural Production

(Area in thousand acres and production in thousand tons)

Sorghum and

Crop, ; Cotton Sesame Wheat 3arley Other Millets
year— Area Productions/ Yield Area Production Area Production Area Production Area  Production
1965/66 38,7 9.5 0.25 9.0 2.6 24,0 19.6 3.0 2.3 110.0 Ly .8
1966/67 23,5 11.9 0.36 9.8 2.9 24,0 21.0 5.0 3.5 150.0 s4.0
1967/68 12.3 L.7 0.%8 7.0 2.0 22,0 18.0 3,0 3.0 110.0 Ls.n
1968/69 L8.3 19.4 0.40  10.0 3.0 24.0 21.0 4.0 3.5 170.0 61.2
1969/70 33,8 12.8 0.328 12.3 4,3 18.0 12.0 3,0 2.0 90.0 57.9
1970/71 33,6 15.4 0.46 10.0 3.k 18.0 12.5 z2,0 2.0 90.0 57.0
1971/72 27.5 12.1 0.4k 10.0 3L 22.0 15.5 3.0 2.0 105.0 66.2
1972/73 35.3% 13.2 0.37 10,2 3.5 2Lk.0 16.8 3.0 2.0 110.0 69.4
1973/74 33.6 10.3 0.31  10.2 3.5 .. .. . .. 150.03/  90.0%/
1974/75 cee ces ces 10.2 3.5 28.8 20.8 3,2 2.1 11Lk.0 72.0
Source: Ministry of Agriculture and Agrarian Reform.

l/ Crop year is usually July to April for cotton; October to April for wheat, barley and sesame; and February to July

for sorghum,
2/ Seed cotton.

E/ Includes area and production of wheat and barley.



The production of cotton, t-e chief export cron, has suffered sethacks
in recent years. "he area under cotton cultivation declined from 35,300
acres in 1972/73 to 33,600 acres in 1973/74, and production of unginned
cotton from 13,200 tons to 10,300 tons. ~tatistics are not svailable for
197L/75, but it is likely that there was a further fall in nroduction in thai
year. Part of the explunation lies in the competition for land from grains
an? veretables. An additional factor was the need to set asi‘le certair
areas traditionally cultivated with cotton for land conservation or dem
construction. The yield per acre has also shown a declining trend owing to
pests and soil deterioration. Considerable attention has heen paid to these
problems snd the highest priority in the allocation of fertilizer is given
to cotton cultivation. The Five-Year Plan vnrovides for an increase in
cotton acreare, hut this tarret may not be realized during the Plan neriod.
In the meantime, and especially in view of the emnhasis being nlaced on ouic™
increases in domestic food »roduction. it is likely that cotton output will
continue to fall through the 1277/78 season.

Livestoel production is another ficld in vhich import substitution is
beins actively pursued. A survev of the countrvy's potential was comnleted
by a British research organization in 19Tk, and a development nrorra:l has
been initiated to enable the country's requirements of meat and dairy products
to be met by domestic production. Two large cattle farms have alreadv
been established with imported cattle from Kenva, and livestock centers
have been opened for improvement of breeds, animel health and artificial
insemination. The increase in livestock production has also led to an
increase in the production o* fodder. A Poultry Development Tornoration has
been estahlished to promote poultry Ffarming on an organized basis.

¥ishing continues to be the most dvnamic growth sector ans a very
promising source of foreign exchange earnings. Followins an increase of
8.2 per cent in 1973, fish production expanded by a further .6 ner cent in
1974 (Table 2); between 1972 and 19TL net exports rose almost 15 per cent.
In 1975 output was substantially above the level of the previous year, and
in value terms exports increased by about 43 per cent, partly due to the
fact that a new fishmeal and fish o0il plant started operations. Domestic
per capita consumntion of fish has eone up in recent years:; nevertheless,
fish imports are said to have been completely eliminated by 1975.




Table 2. Production, Exports and Imports of Fish

(Quantity in thousands of tons; value in thousands of Yemeni dinars)

1/ Exports {mports Ne? Exports

Year Production— Quantity Value Quantity Value Quantity Value
1965 90.0 6.2 L48.5 1.0 72.7 5.2 3758
1966 85.9 6.2 468.1 0.5 L6.0 5.7 Le2.1
1967 81.0 5.0 366.7 0.9 61.3 L.l 305.4
1368 90.3 5.1 38%.8 0.7 44,9 L.y 338.9
1969 108,0 11.4 543,1 1.7 81.3 9.7 461.8
1979 118.0 18.1 968.6 1.7 120.1 16.4 848.5

7L 119.0 20.9 1,344,2 1.2 106.% 19.7 1,237.9
1972 125.0 18.4 2,090.2 2.7 185.5 15.7 1,904,7
197% 1%5.2 14,6 2,178.9 1.0 133.1 13.4 2,0%9.8
1974 44,2 17.6 2,%29.3 0.6 59.3% 17.0 2,270.0

Sources: The Public Corporation for Fish Wealth and the Central Statistical Office.

1/ Fresh weight.
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These increases in production heve been made possible hy substantial
investment expenditures which have expanded fishing capacity, storare,
marketing and processing facilities. Trawlers and oth»r fishins vessels have
been purchased, fishing methods upgraded and sevaral nlants established to can,
freeze and process fish, including the fishmeal end fish oil plant mentioned
above., In addition, the Governriert has placed considerable emphasis on the
organization of fishermen's cooveratives, which are given preferential access
to equipment and bank credit. Prices for the catch have heen determined in
vrincinle by the PCFW after consultation mith the cooveretives, hut there has
been no adjustment of prices over the past two years. At the retail level,

a geopravhically uniform vrice structure has heen adonted. A shortage of
manporrer, especislly of trained personnel, has been felt, ond the increase

in the numher of fishermen has not kept pace with the increase in the number
of fishing vessels. Intensive wrograms of training bhave been undertaken,
both at home and abroad. A Figheries Training Institute has heen siarted to
provide courses in navipgation, mechanics of fishing vessels and refrigeration
techniques aboul 200 Yemenis are also currently undergoing training in
Norway and the U.S5.S.R.

4,  Industrial production

a. 0il refining

Production of the Little Aden Refinery, vhich has been declining since
1970, fell sharply by a further 1 million tons in 1975; the output of 1.4
million tons in that year was equal to only 20 per cent of the refinerv's
production capacity (Table 3). This decline is attributable to decreases in
the demand for bunker fuel and in petroleum exwvorts (Table L). Despite the
increase in the number of ships calling at Aden since the reopeninm of the
Suez Canal in June 1975, the demsnd for bunker fusl has remained weal, owing
to the availability of fuel in competing vports at lower prices. The
disappointing performance of exports of other refined vroducts in recent
years has been attributed to the hih freight costs involved in shipping
these products from Aden to traditional markets as well as construetion of
competing refineries located mainly near consurption points in many countries.

The impact of the fall in the refinery's ocutput on the domestic economy
vas minimized by the fact that its local currency expenditures in warges and
salaries, tax mayments to the Government, etc., were maintained at the
previous year's level. In particular, the wage bill remained unchanged, even
though casual employment was reduced: the effect of this reduction was offset
by salary increases granted to the regular employees. There hiave been no
chanzes in taxation of the refinery. The method of computines taxable
income is based on a "refining fee” of Y™ 0.500 ver ton for the first 4 million
tons and YD 0.375 per ton for output above this levels a tax of 37.5 per
cent is levied on the income thus comwuted, with a provision for a minimum
annual payment of YD 0.6 million. Other local outlavs of the refinerv include
payments to the Yemen Ports Corporation for oil installstions at Aden Port
and other services, and nayments to contractors for goods and services.




Table 3. Petroleum Refining Industry

(Quantity in millions of long tons; value in millions of Yemeni dinars)

197" 1971 1972 1973 1974
Imports
Quantity 6,4 3.7 3.% ) 5.2
Value 25 2 2%.98 22,9 ?26.1 67.7
Production (quantity)l/ 6.2 3.4 3.% 2.8 2.6
Exports
quantity 5.6 4.1 3.1 z2.0 2.0 1
Value 5.0 29.2 30,2 25,6 4.9 s
Ships' bunker fuel ciLE/ !
Quantity N6 0.5 0.4 .4 0.%
Value L,o 3.3 2.9 o7
Domestic consumption (quantity)3/ 0.3 Ok 0.4 0.4 0.4

Source: Central Statistical Office.

1/ Provisional estimate for production in 1975 is 1.6 million tons.

2/ ‘'Ihe Aden Refinery does not provide all the fuel oil supplied to ships in Aden;
some of the bunkering companies have their own arrangements for the supply of fuel
0il from other sources.

3/ A lerge part of the refined products consumed in the P,D.R. of Yemen is obtained

from the Little Aden Refinery; however, significant quantities are imported from other
sources aluo.



Table 4. Local Cash Outlays of the Aden Refinery

(In millions of Yemeni dinars)

1972 1973 1974 197%
Payments to the Government 1.6 1.5 1.k 1.7
Payments to government departments
for services 0.1 0.1 0.1 0.1
Payments to the Yemen Ports
Corporation 0.3 0.2 0.2 0.2
Payments to contractors 0,1 0.1 0.2 n.2
Salaries and wages 1.5 1.5 1.5 1.5
Other paymentsi/ 0.6 2.6 0.6 0.6
Total k.2 L.o 4.0 L.3

Sourze: Aden Refinery.

1/ Principally for purchases from traders and suppliers.




b. Other industrial producticn

It wes noted avove that salt production was the only established
industrial activity besides oil refining at the time of independence.
Since then, with the implementation of the Develonment Plans, there has heen
some diversification mostly in the manutfacture of import--substituting,
consumer goods.  In the context of the overnll develooent strategy, the
expansion of the industrial sector has been small, and production probably
accounted for not more than 5 per cent of GDP in 1975.

The outnut of salt fell by 20 per cent to 34,000 tons in 107h (see
Apvendix Teble 26) and was estimated to have declined further in 1075.
Its dovmrard trend over the last few years was due te declinine commetiveness
in export markets. A modernization and development project for the salt
industyry was launched in 197h and comnleted in October 127%; the vroiect
was designed to increase production capacity to 150,000 tons per annum,
reduce the cost of production and improve quality. Salt oproduction and
exports are expected to rise in 197%.

Several of the new industries are in the field of food processing.
They include a tomato paste factory, with a capacitv of 2,000 tons vwer
annun which started prod-ection in 1975. A milk products factory has been
established for the sterilization and packaginm of fresh milk and for the
processing of powdered milk and other products such as butter, cheese and
yoghurt. A flour mill with a capacity of 56,000 tons per annum wes also
established in 1975. Other consumer goods being produced by factories
which have besun operations in recent years are cigarettes, matches,
plastic and aluminum housewares, garments and foam mattresses. A relatively
large project completed in 197% was the textile factory with a capacity
of 7.5 million square meters of cloth ner annum. A leather products
factory was started in 1975 and UYIDQ is providing technical assistance in
the training of skilled laber for the manufacture of shoes and other leather
products: nroduction ecapacity for shoes is 200,000 pairs ver amnum. In
eddition, an existing, but unused, tannery was rehabilitated and expanded
in 1974, Consequently, hides and skrins, which used to be exported in raw
form, are now being processed into high quality leather for exvort as well
as for the domestic production of shoes and other items. Production of
leather was equal to 177,000 square feet in 1974, and is expected to reach
500,000 square feet in 1976. lastly, s factory for the manufacturc of snare
narts for agricultural machinery wvas started in 1973, and the value of its
output in 1974 amounted to YD 59,800,

5. Fconomic nerformance in other seztors

¥ith the reopening of the Suez Canal in June 1975, the declining trend
in activity at the nort cof Aden weas reversed., The number of ships calling
at the port increased from 1,233 ir 10Tk to 1,151 in 1975, and net registercd
tonnage from 5.1 million tons tc 5 aillion tons (Mable 5). “owever, hunker
fuel deliveries did not rise as much as had heen hoped. TFor the rmost part
this was due tr the availability of ~heaper fuel ot Jeddsh. Moreover, a number
of norts in the area have been improved since the closure of the Suez Canal,
and in recent years there has heen an increasing tendency in tlz shinning
industry toward bunkering at the port of devarture.



Table 5.

Activity in Aden Port

(In thousands of long tons)

1971 1972 1973 1974 1975
Ships
Number of ships calling 1,kh66 1,400 1,%20 1,233 1,451
Net registered tonnage 6,512 5,495 5,565 5,107 €,716
Dry cargo imported 269 ¢8% z1» zrh 207
Dry cargo exported B i 63 s4 21
0il imports 3,896 3,700 2,742 ?,8t5 -,659
0il exports 2,178 2,100 - 24185 1,478
Bunker fuel oil Ly6 fate] 338 293% 296
Transit passengers {in thousands) ” - -~ - ..
Dhowsi/
Number of dhows calling 958 5 615 557 596
Net registered tonnage a8 69 > 5% Ll
Dry cargo imported D 20 15 13 10
Dry cargo exported Ly 33 39 33 oY

Source: Yemen Ports and Shipping Corporation,

l/ Powered barges of small tonnage used mainly for coastal trade.
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In a Yorld Hank studv commleted in Aucust 1975, the net reristered
tonnare of ships using Aucn vas forecact to rcach a level in 1973 of about
six times that of 127L. On the basis of the experience of the first eight
months after the reopening of the 'uez Canal, this ferccast is now
believed to be too optimistic, althous': a consilderable increase in shin
pin: traffic_ especially of dry cargo veéssels is still expected. Altlourh
the vort of Aden has a substantial bLunkering capaecitv a larpe nuni;er of
berths and a reputation for efficiency with the quickest turnaround in
tle region, much of the shiv handling equipment (tugs, moorin~ launches
and pilot launches) and car-o-handling equipment (eranes, fork lifts,
ete.) has not veen adequately maintained sinece the closure of the Canal.

A rehabilitation project has therefore been undertaken for the Durchase

of new equipment znd for minor dredging to increasc the depth of the

narbor. The project is estimeted to cost USI17.5 million: +ti:e frreign exchrnce
component of tuis arount (US?16.8 million) is t - he Jointly financed by

IDA (US)3.2 million) and the Aral Tund for Weconomic and Social hevelonuent
(UsH13.6 million).

Coumercial activity has bLeen rising as the road network has been
expanded and the hinterlend pradually integrated in the economy. At the
same time the role of the public sector hrs increased, notably in the
field of vholesale trade, ineluding imports and exnorts, but also in the
retail trade. Presently, verctables and fruits produced by cooperatives
and state farms are purchased vholesale by the Central siarketing Board
‘ for Vegetables and sold to retail distribution outlets, mainly in the

private sector, in urban areas. The vholesale trade in fish is the
monopolvy of the PCFY. Consumer cooperatives are active in the marketing
of locally grown, as well as imported, vheat and other foodgrains. The
National Company for Home Trade continues to be the oublic sector agency
for retail distribution of imported goods, vhile the Hational Company
for Foreipgn Trade is responsible for most public sector imports, oil
sector transactions, and some goods sold to ships. Since the reopening
of the Suez Canal, povernment duty-free shops have also been opened for
the sale of poods to tourists and scamen. The reopening of the Canal has
also created opportunities for developing entrepot and transit treade.
A free zone has therefore been established. It is expected that tue
facilities of the zone will be used for transshipment of goods from
Aden to other countries by sez as well as Ly land. It is also envisaged that

at a later ctage the zone will be utilized for the processing of goods
for export.

6. Imployment, wages and prices

a. Tmployrent and wapges

Despite tne lach of adequate data it is *telieved that unemsloyment
has heen greatly reduced in recent yvears, as a result of the accelerated
development effort. This is confirmed bv statistics relating to the
awsorption of unemployed workers registered in Aden:; while there are no
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vomparable date for other arers, it is believed the’ the rate of '
absorption was even hipher tiecre. The public seector has been the
predominant source of emvloym.nt ovnortunities:; apuart from the nev jobs
created in the development projects cowrleted and under way, direct
employment in the Government has also inecreased as a conscauence of
expansion in edministrative departmerts. Hanvover shortages arc said

to be aprearing, mainly, *houri not exclusively in resard to hishly
skilled personnel. 1In order to deal with this problem, foreigners are
being recruited wherever qualified local staff is not available. TFFurther-
more, considerable attention is VLeing paid to wmanpower training.

Technical educetion facilitiecs are being rapidly developed vitih assis-
ta.>~ from internotional organizations (mainly the U'™P) and hilateral
sources: on-the-Jjob training is also provided on newly established
development projects. ‘tloreover, scveral hundred Yemenis are teing
trained abroad in various fields, such as ap “iculture, fishing and
engineering. ‘''he Governmernt is also encouraging Yemenis working abroed
to return to their countrv. In order to reduce the degree of illiteracy
and raise the penersl level of education, expenditure on education hLas
been stepped up; & university was set up in 1975.

The Government is applyins an extremely tough policy on vages and
salaries. In 1972 it reduced salaries substantially on a progressive
scale. On the first YD 500 « venr, {he cuts srounted to 15 per
cent. on the second, third and fourth bracke+s of YI' 500, the
reductions were 20, 40 and 692 per cent, respectively, for married tax- .
payers and 30, 60 and 30 per cent, respectively, for single ones. Since
then and up to Merch 1975, despite the increases in the cost of living,
there was no across-the-board increase in wages and salaries. In 19Tk
laws were passed granting special increases to skilled manpower categories
nolding ilaster's or higher degrees. These measures included an element
of compensation as, for example, in the case of nhysicians, who wvere
no longer permitted to practice outside the state svstem, and an element
of adjustment to deccrease disparities in remuneration between the
P.D.R. of Yemen and neighboring countries.

In darch 1975, the Government granted an across -tlie-board increase
of 5 per cent in the take-lLome pav of movernment and public sector
employees.l/ At the seme time, the weekly hours of work were increased
from 42 to 47. Presently, the monthly salaries of povernment emnlovees
range from YD 15 to YD 23 (with no sdditional allowances for semi -
skilled and unskilled labor) to YD 6362 plus an allowance of 25 per
cent for executive grades. In addition, engineers, veterinarv surgeons,
chemists and those with ilaster’s or Ph.D. denrees are paid special
allowances of 25 per cent of the basic salsr.-, while senior and supar
visory staff in the fields of finance, econcmy and planning, accountants,
tax assessors and graduates in physics, chemistry, biology and

1/ liore preéisely, there was an increagé—B?—ibﬁﬁg?-Eént_ih vage and
salary rates: however, half of these increases is to bhe withheld for
the Social Security Fund. .
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. mathematics are puid a special allovance of 20 per cent. Special
#llovances at flat rates per monti are paid to peneral medical practi-
tioners and dental surgeons (YD T€-99), medical specialists (YD 10€-156),
and to Judpges and legzal advisors (YD 5), effective January 1075,
enginecrs are paid an additional flat allowance of YD 5-15 per monti:.

L. Irices
Price control is regarded as a second important instrument for

achieving the objectives of the Government's anti--inflationary policy.
Initially price fixing at the retail level was limited to a rev
essential roods., while the prices of other goods were controlled
indirectly Ly the prescription of wholesale and retail margins. Tae
direct control of retail prices was gradually extended &nd by tie end of
1975 it covered all goods considered to be important items of domestic
consumption. Retail prices are determined for each item on the rasis
of invoice prices in the case of immorts and the cost of production in
the case of locally produced poods, after allowing for markups for the
vholesale and retail trade. Tails policy implies that any increase in
import wrices would bte passed on to consumers. However, in view of
the substantial internationel inflation in 1074 and 1975, the Government
modified this poliev selectively in an attenpt to soften the impact on
the cost of living of the poorer classes. Specifically in Januarv 197k
subsidies were rranted or increased on seven items, wheat, flour, rice,
sugar, nmilk powder, phee and cooking oil, but at the same time their

prices were raised appreciablv., In crder to finance these subsidies, a
. Price Stabilization Fund, independent of the govermment budeet, was
created and is administered Ly the Ministry of Trade and Supplies. The
receipts of the Fund include a 10 per cent increase in import duties on
all imports other than foodstuffs, a 5 per cent tax on the profits of
public sector enterprises and 80 ver cent of the commissions earned on
public sector imports. Since 19Th, there has been no change in the
prices charged for the subsidized items, even though international
prices have declined. On the basis of cost at the time of purchase
(rather than replacement cost), the total amount of the subsidy was
estimated at YD 3.5 million in 1974 and 1975. The effect of lower import
prices on the subsidy bill for 1976 is expected to be partly offset by
the fact that the Government has decided to bear internal transportation
costs to provinces outside aden, with a view to unifying prices throughout
the country.

The availability of goods is a major element in any policy of price
controls. Since the country's balance of pavments has been weak and
imports less than adequate, supplies have been limited and the policy had
to be supplemented by rationing a few essential commodities. HNevertheless.
shortages and black market activity have appeared at times.

The cost of living index i1 Aden increased by 24 per cent in 1374
reflectiap substantial upward adjustments in imwort prices, porticularly
those of foodstuffs, clothing and qat (a stimulant leaf), tobacco an!
alcoholic bevera~es. Due to enersy couservation weasures inmposed by tae
authorities, there were also substantial increases in the price of gasoline
and rates chareed for electricity comsumptiow by households. In 1975,
reflecting the deceleration in the world inflationmary trend tue increase
in the cost of livin~ was held to 6.5 per cent. As rerards the vwholesale
price index it went up by 40.7 per cent in 1274 and 4.6 per cent betueen
Necember 1974 and September 1975 (see Table 5).

e



Table 6. Cost

of Living and Wholesale Price Tandices

(1969 = 100)

- -

Relative _.Jdeptembey __lecember
Weights 1970 1971 1972 19713 1974 1974 1975 1874 1975
Cost of "i~+ing indaev
General index 100,0 105,0 110.6 116.4 134.6 167.13 176.3 154.1  179.9 191.8
Foodstuffs 50.8 105.5 114.4 115.9 147.7 181.7 194.5 198.7 93,7 200,43
Fuel, water aud lighting 3.5 100.2 102.3 107.9 111.2 155.6 197.3 202.0 200.1 205.0
Rent 6.0 10n.0 106.0 89.6 75.0 75.0 75.0 75.0 75.0 75,0
Clothing 9.0 108.7 109.8 1135.1 143.3 236.2 243,49 17,2 28.0 324 .7
Household supplies 3.5 103.8 110,46 118.0 134.2 151.4 158.7 174 .4 1066.7 142,7
Oat, tobacco and alcoholic
heverapes 10.0 105.0 115.5 124,4 140.2 174.5 175.47 MLn 181.6 201 .6
Other 17.1 101.2 101.8 102.9 111.2 121.9 122.2 126.2 121.1 129.,1
}Qiﬂosnletgz}ce index
Leneral index 104.0 106.0  117.0 120.0 162.% 229,09 238,9 173.1  261.2 cas
Foolstuffs 48.5 111.9 127.0 132.2 131.¢4 249.,7 252.8 276.1 267.2 oo
nav materials 13,1 102.7 113.0 94.7 113.4 116.6 111.9 114.9 126,2 .
Indnustrial products 23,2 101.3 110.9% 113.2 171.7 264, 205,8 R 20,1 ..
tuilding materials 5.5 112.4 124.8 112.0 125.3 221.0 247.9 3288 276.1 e
Fuel 9,7 100.5 112.1 114.1 135.5 249 .8 264 .4 264,7 264.,4 .
Source: Central Statisnical Office.
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III, Developuent Planning

1. The planning system

The planning system has undergone rany changes since the establishwent in
August 1968 of the High Council for National Planning to determine development
stratepgies and to preoare a couprehensive economic and social development plan.
Presently, each ministry and major public entersrise has a planning unit
responsible for project »>reparation, »roposal and implementation, The Ministry
of Planning coordinates and supervises these units and has the overall
responsibility for the »lanning process, Projects must be submitted to the
linistry for approval, and only it has the power to authorize disbursements of

monies from the central financial pool for economic development, which draws
from both local and foreign sources,

2. The Three-Year Development Plan (1971/72-1973/74)

The first attempt at drawing up a national plan--the Three-Year Development
Flan, 1971/72-1973/74--was essentially a compilation of ongoing »rojects and
others which had been under consideration for some time., Nevertheless, it was
stated in the relevant documents that the objectives of the Plan were to:
raigse living standards through an increase in real peoer capita income; reduce
unemployment by implementing labor-intensive projects; restructure the economy
by diversification in favor of the cornsdity sector; improve the balance of
payments; achieve a more equitable distribution of the national product; and build
up the cducational and health services, Moreover, even though the country's
socialist framework was to be strengthened through the Plan, the Government also
intended to provide appropriate encouragement to national private capital,

The initial target for total expenditure during the three-year period was
YD 40 million; however, it later became necessary to revise this figure downward
to YD 32,4 million mainly because of a shortage of financial resources, suortages
of trained personnel, administrative bottlenecks and delays in obtaining foreign
equipment, Actual expenditure amounted to YD 25.1 million, representing an
implementation rate of 77.5 per cent of the revised target. The sectoral
pattern of final expenditures was largely in line with the nriorities of the
original plan. Thus, the emphasis on infrastructural development was reflected
in the fact that 38 per cent of total expenditures was absorbed by the transport
and communications sector, Th~ importance plac:td on diversification in the
direction of commodity nroduction largely explains the high proportions of
expenditure accounted for by tke sactors of agriculture and fishing (31 per cent)
and industry (1€ per cent)., Geolopgical and mineral surveys accounted for about
5 oer cent, and each of the sectors of education, 'ealth and other social
services for about 3 per cent of total expenditure {(Table 7).,

Two major projects initiated in the transport sector were the ccnstruction
of the 515~km highway between Amin anc Al Mukalla and the 320-km highway
between Al Mukalla and Saioun. The Amin-Al Mukalla hipghway, to be completed
in 1976, will improve transport facilities between Aden and the Third, Fourth
and Fifth Governorates:; the project, with a capital investment requirement
initially estimated at YD 6,2 million was financed by a long-term loan from
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vhe People's Republic of China which also provided technical assistance.

In agriculture three big dam construction works were undertaken at Tuban, Ahwar
and Radfan, 378 wells were dur, the cultivable area was increased by 27,000
acres and a number of state farms were establiihed. An Agricultural Research
Institute was set up, and severul studies and surveys, such as the study on
soil and water resources in the Abyan Delta, were undertaken with foreign
asgistance. In the industrial sector, the accomplishments of the Plan included
the rehabilitation of the tannery as well as the completion of the above-
mentioned factories for the manufacture of matches, paints, plastic housewares,
cigarettes, floor tiles and spare parts for agricultural machinery.

Table 7. Actual Investment Expenditures Under the First Plan

(In thousands of Yemeni dinars)

1971/72 1972/73 1973/74 Total
Industry 575.7 1,628.5 1,949.1 4,153.3
Agriculture and fishing 1,604.0 2,8556.0 3,257.5 7,717.5
Transport and communications 1,475.8 3,663.,0 4,425.0  9,566.8
Gentogical and mineral surveys 302.3 218.5 651.9 1,172.7
Education . 5.0 38.0 613,6 856.6
Health 10.0 86.0 810.0 906.0
lHlousing and municipalities -- -- ~-- -~
Other social services 75.1 53%0,8 149.6 755.5
Total 4,047.9 9,020.8 12,060,0 25,120.4
In Per Cent
Industry 14,2 18.1 16,5 16.0
Aericulture and fishing %9.6 31.7 27.0 30.7
Transport and communications 36.5 40.¢ 36,7 36.1
Geological and mineral surveys 7.5 2.4 5.4 4,7
Education 0.1 0.4 6.8 3.4
Health 0.2 0.9 6.7 3.6
Housing and municipalities - ~- -- --
Other social services 1.9 5.9 1.2 3,0

Source: Ministry of Planning.
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a, Objectives

The Second Development Plan, launched in April 1974 is to cover a period
of five years and can perhaps be considered an extension of the First Plan; it
had similar objectives, but it greatly expanded expenditures and adapted the
nattern of sectoral allocations to the changed situation., The principal
objectives were stated to be the transformation of the economy toward increased
commodity production, import substitution in essential consumer goods and the
creation of ewployment opportunities. Special emphasis was laid on increasing
agricultural production by bringing more land under cultivation and by improving
cultivation methods., The largest share (37 per cent) of total expenditure was
allocated to agriculture and fishing. Allocations for the transportation and
communications sector were equal to 25 per cent; the industrial and social
sevvices received 18 and 19 per cent, respectively (Appendix Table 27), The
shift in priorities, as compared to the First Plan, stems from the fact that
while the basic groundwork had been laid in transport infrastructure during
the First Plan period, the deterioration in the balance of payments a.d the
stagnation of incomes called for a quick increase in production and employment;
thie agriculture and fishing sector was perceived as affording the best
opportunities for such development.

b. Expenditure targets

The initial global target for investment expenditures during the Plan
period was YD 75.4 million at 1$72/7%5 prices, representing on an annual basis
almost 2 doubling of the expenditures realized under the First Plan., The
annual distribution of expenditures showed a concentration in the initial years
with 70 per cent of the total provided for the first three years, 1% per cent
for the fourth and 11 per cent for the fifth. This reflected the fact that the
wwojects included were only those for which there was a reasonable degree of
assurance regarding the availability of financial, particularly foreign,
resources. The intention of the authorities was to revise the Plan on a
continuing basis postponing or advancing certain projects in order to allow for
changes in resource availabilities.

The revised targets are shown in Table 8 foy the first two completed
years of the Plan and the third, current, year,— Total expenditures for these
three years (YD 108 million) exceed the corresponding initial target for the
entire Plan period. Some of the revisions to the targets were made because
of cost overruns., Others reflected certain projects, either originally
excluded from the Plan or included as reserve projects. In a few instances,
prcjects meant for later years were advanced, but there were also cases of
postponements,

e e,

o —— s —— et —

1/ Because of the change in cne fiscal year from Aoril 1 to Jgahary i, the

second ''year" covers only the nine months April-December 1975 (see footnote 1
to Table 9),




Table 8. Investment Expenditures Under the Second Plan, by Sector

(In thousands of Yemeni dinars)

Initial Targets Revised Targets
Apr .~Dec. Apr.=Doac, Actual

Sector 1974/75 1975 1974475 1975 1976 1974/75
Industry 4,269,2 2,633.8 6,129.7 7,196.3 5,178.6 4,763.0
Agriculture and fishing 7,724.5 7,063.9 12,262.4 11,174.6 12,383.6 8,0n2,6
Transport and communications 3,831.0 5,089.8 6,381.9 4,983.0 11,315.7 4,668.3
Geological and mineral survey 237.7 203.0 465.8 560.8 4,353.5 308,7
Education 690.0 1,370.0 1,581.0 4,934,3 5,509.9 634.9
Health 280.0 270.0 731.7 541.9 1,574.0 380.2
Housing and municipalities 708.0 768.5 1,135.3 2,0137.0 2,568.8 635.6
Other social services 434.8 566,7 1,070.9 1,7R6.3 3,125.7 603.8

Total 18,225.2 17,965.7 29,758.7 33,214.3 45,509.8 20,004,1

(In_per cent)

Industry 23.4 14,7 20,6 21.7 11.4 23.8
Agriculture and fishing 42.4 39.3 41,2 33.6 28.3 40.0
Transport and communications 21.0 28.3 21.4 15.0 24.9 23.3
Geological and mineral survey 1.6 1.1 1.6 1.7 7.4 1.6
Education 3.8 7.6 5.3 14.9 21 .1 3.2
Health 1.5 1.5 2.5 1.6 3.4 1.9
Housing and municipalities 3.9 4.3 3.8 6.1 5.6 3.2
Other social services 2.4 3.2 3.6 5.4 6.9 3.0

i
|
|
|
!
|

Source: Ministry of Planning.

—zz_
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¢. Sources of finance

In contrast to the pattern assumed in the First Plan, the Second Plan
has been designed with greater reliance on foreign sources otf' finance than
on domestic funds (Appendix Table 28). One of the important conclusions
from the implementation of the First Plan was that the scope for domestic
financing was limited; moreover, it was evident that large imports of equip-
ment, materisls and skilled technical personnel from the country's own
resources were beyond the capacity of its balance of pmyments position.
Hence, the availability of foreign finance became an important criterion for
inclusion of projects, particularly those witn a substantial foreign exchange
ccemponent. However, domestic finance was provided for a considerable portion
of most projects and several projects, especially in the field of housing and
social services, depend primarily on domestic resources, Bpecifically,
according to the initial targets, YD 40.9 million, or 54 per cent, of total
expenditure was to be financed by foreign funds. However, data for actual
expenditures show that the role of domestic funds (Table 9 and Appendix
Table 29) was of major importance in the first two years, This reflected
both the need to advance certain domestically financed projects and the fall
in the flow of foreign assistance.l/ A larger volume of foreign funds is
expected in 1976.

Most of the foreign finaucing for the Plan is in the form of soft~term
loans from bilateral sources such as the U.S,S.R,, the People's Republic of
China, Czechoslovakia, Kuwait and the Libyun Arab Republic. In general, the
loans cover the foreign exchange component of projects to be carried out by
the doncr countries, but there are also cases of financing for projects to
be implsmented by agencies in other countries on the basis of international
tendev:. There has recently been an improvement in the climate for foreign
assiutarce, with several substantial commitments of aid being announced
during 19Y75. For example, the Kuwsit Fund for Arab Economic Development
granted the P.D.R. of Yemen a credit of US:15 million to finance, jointly
with TDA, a number of projects including the construction of 258 kilometers
of roads between the Wadi Hadramawt agricultural area and the coast.2/ The
Libyan Government has pledged assistance of about ©¢75 million including a
soft loan of $21 million for the electrification of Hadramawt and a contribu-
tion of {20 million toward the formation of a joint company with the Government
of the P.D.R. of Yemen for the development of fish and marine resources.

"1/ It should be noted, however, that some foreign finance in the form of
counterpart funds arising from foreign commodity aid and cash grants are
transferred to the Development Fund and thus misclassified as domestic finance.

g/ In earlier years the Kuwait Fund made available to the P.D.R. of Yemen in
loans and grants the equivalent of USH2 willion.
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Table 9. Financing of Investment Expenditures in the .
Pirst and Second Plans

(In thousands of Yemeni .linars)

Revised Plan Targets Letual
Local Foreign Total Local Foreign Total

Three-Year

Plan 1 /
1971/ 72= 6,144.8 6,957.8 11,102.6 1,757.2 2,290.8 L,ck8.0
1972/7% 6,11%.5 5,384 .4 11,497.9 2,%290.5 6,130.3 9,020.,8
1973/ 74 5,499.9 L4,333,5 9,833.4 4,119.5 7,940.5 12,C€0.0

Total

1971/72-

1973/ 74 17,758.2  1k4,675.7 2z 4289 8,767.2 16,361.6  25,128.8
Five~Year

Plan

1975775

1975 (April-
Dec.)l/

1976

21,128.2 8,620.5 29,758.7 1%,565.6 6,438.4 20,004.0

23,701.4 9,512.9 23,214,% lh,258.L§/ h,u08.93/ 18,667.03/
26,821.0 18,688.8 45,509.8 ‘

Source: Ministry of Planning,

1/ Through 1974/75 the fiscal year was from April 1 to March 31 but from 1776 it
coincides with the calendar year. An interim budget was implemented during the lart
three quarters of 1975.

2/ Preliminary.

Assistance from multilateral sources comes mainly from the World Bank
Group, the Arab Fund for Economic and Social Development (AFESD) and United
Nations agencies. ©Seven IDA credits totaling US%33.4 million have so far been
approved for feasibility studies and projects in the areas of education,
fisheries, road construction and the rehabilitation of the Port of Aden. The
AFESD has made two loans, one of US$10.8 million for fisheries and a second of
US*1%,2 million for the rehabilitation of the Port of Aden (a project
financed jointly with IDA). The United Nations Development Program (UNDP)
has been engaged in a program of assistance totaling US$10 million for the
five-year period 1972~76. It has focused on the training of domestic
personnel in the fields of agricultural research, higher education, health,
manpovwer development and industrial skills. The UNDP program is likely to be
expanded for the next five-year period commencing in 1977. Other United
Nations agencies such as UNESCO, UNIDO and WHO have also been engaged in
providing aid and technical assistance.
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Domestic financing of the Plen is partly shown under the heading
"Development Fund" in Appendix Toble 29, According to a law undopted in
1974, 50 per cent of the after-tax profits of public corporations are
transferred to this Fund.l/ In additica. the Fund is credited with contri-
butions of Yemenis and benk rinancine which is permitted mainly for quick-
yielding projects. Other domestic resources uged for the Plan are
seLf-financing by public sector firms and the small investments wade by
the private sector.

d. Performance in 197h4/75 und April-December 1975

In line with the expenditure targets, the level of actual expenditures
has continued to inerease year by year; compare? to YD 12,0 million in the
last year of the First Plan, they amounted to YD 20,0 million in 1974/75
and YD 18.7 million in the nine months April-December 1975. Therefore,
investment expenditures must now represent an appreciable proportirn of
GNP. However, the rate of implementation has not improved: the ratio of
actual to planned expenditures was (7.2 per cent in 1974/75 and 56.2 per
cent in April-December 1975, compared to 75.1 per cent in the entire First
Plan period. Thus, although the develorment effort has been accelerated
impressively, certain factors continue to impede the achievement of desired
goals; these include administrative bottlenecks ard shortages of skilled
manpover as well as delays in obtaining foreign finance and supplies.

"1/ The fund may also be credited with some foreign financial resources
(see footnote 1, p. 23).
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Iv. ‘l’

1. Oiructure of the publin sector

The public sector consists of the Centrel Covernment, municipalities
and o number of publie enterprises and nationalized commanies engared in
trade, bauking, insuraence, manufacturing, apriculture and transportation.
All these entities keep separate budgetary accounts. The budget of the
Central Government includes current domestic revenues, current cxnenditures
and some capital expenditures (mainly for maintenance and repairs). Develon.-
ment expenditures and their financing are no. included, but are iacorporated
in the development plans. In the nast, the vifth Governorate maintained
its own budpetary accounts and customs system. Customs duties were levied
on all imports from the rest of the country, vith tihe exception of foodstuffs.
Following the introduction of the pgomeral import tariff in 1970, all custous
barriers between the Fifth Governorate and the rest of the country were
removed and the revenues thus lost by the Governorate were repluced by a
Central Government subsidy. As of [nril 1973, the budgetary accounts of
the Governorate were consolidated in the budget of the Centrel Government,

The budget of the Central Government is on a cash basis. In addition
to ordinary receints, the Treasury may use its holdinegs on account of the
Post Office Savings Fund, +he Pension Fund and certain other funds. It can
also rely on temporary advances from the Bank of Yemen (the central bank)
and may issue wills and securities which the Bank may purchase without ‘
limitation, The control of expenditures is the responsibility of the
Treasury and the Accountant General and is effected through a preaudit

system carried out by an official of the¢ Treasury and a postaudit system
by tihe Audit Department.

2. Budpet preparation and execution

As indiceted earlier, in the period following independence in 19067,
the fiscal position of the Government deteriorated due to the loss of U.K.
budgetary support. This prompted the Government tc draw up the budget in
two stages, i.e., monthly and yearly. ‘onthly allocations were based on
anticipated revenue collections for the current fiscal year and actual
expenditures in prior years. The annual budget was based on actual results
for the first nine months and was not finalized until after that period.
While this procedure proved useful in curbing public expenditures, it
hampered meaningful financial and fiscal plianning; it was therefore
abandoned beginning in 1973/74. Under present procedures, the prepearation
of the budpget starts several months before each fiscal year when the
Ministry of Finance issues a circular to all govermrent departments defining
the basic puidelines for the estimates., ‘lhe Ministry reviews the requests
received from the departments in light of its own forecasts of overall
prospects for the year and then prenarcs the budgetary estimates for
consideration and debate by the Cabinet. In the last phase, the budret
proposals are submitted to the Presidential Ccvneil for discussion and
final approval. In order to keep outlays within the limits prescribed in ‘
the budpet, the Ministry of Finance exercises countrol over the expenditures of

the government agencies by authorizing them to spend cnly on a month-by-
month basis.




Table 10, <Central Goverament Budgetaxry QOperations

(In millions of Yewmeni dinars)

- s i, S————

Budget Lstimates

Actuals Apy,-Dec,
1970/71 1971/72 1972/73 197%/74 1974/75 1974/75 1975 1976

1. Domestic revenue 13.22 15,99 12.05 15,54 18,13 15.81 10.%5 17,80
Direct taxes 2.60 3,96 2.60 3.31 4,90 %.08 2.31 4,84
Indirect taxes 5.19 7.57 6.44 8,27 9,81 6,83 5,12 8,22
Others 4,71 2.55 2.10 3.76 3.42 2.90 2,92 4,74
fifth Governorate 0,7¢ 0,91 0.91 .- -- --

2. Lupenditures 17.56 20.73 21,68 2773 27.45 29,35 £72.01 25,60
Current / 16.32 18.30 19.30 21,84 26.87 28.47 21,%5 34,30
capitall 0.30 0.52 0.47 0.89 0.58 0.88 0.66 1.30
Fifth Governorate 0.94 1,91 1,91 -- -- --

5. surplus or deficit (-) -4.54 ~4.74 -9,63 -7.%9 -9,42 -15,54 ~11,65 ~17,80

4, Financing of government
deficit 4,98 4,85 9.94 7.52 9.41
Foreign srants 1.85 0.44 0.3%0 -- --

Dowrestic 3.13 4.41] 9.64 7.52 9.41
Net bo;rowing from the
banking system (3.07) (4.%1) (9.64) (7.52) (9.41)
Clianges in government foreign
assets (increase =) (0.06) (0.10) (--) (--) (--)
5., biscrepancy (5 = 3+4) 0.64 0,11 0.%1 0.1% 0.09

-Lz-

Source; Ministry of Finance.
1/ lxcludes development expenditures under the development plan, Due to statistical difficulties it was
not possible tu consolidate the investment and current budgets,



Table 11, Central Government Qrdinary Revenues

(In_thousands of Yemeni dinars)

Budget kKstimates

actuals apr.-bec,
1970/71  1971/77 1972 /7% 1975/74  1974/175 1974/75 1975 197¢€
Dircct taxes 7,532 2,762 7,466 5,172 4,874 c,947 < 4o 10 4,657
Taxes on income and profits 2,520 x,762 2,466 2,177 4,874 €,947 7,210 4,657
Corporation (1,395) (=,712) 1,%88) (1,95%) (3,787 (- ,008) (1,506) (5,690)
Individual (192) (=03) (191 {(*79) (25%) (177) (10%) (1%26)
vtages and salaries (939) (347) (887) (94e) (¥%4) (802) (602) (8%1)
lndirect taxes 5,071 7,704 (,572 8 ,4U5 9,359 ¢,965 54023 8,598
Import duties 2,637 5,869 4,406 5,143 5,690 RS 2,724k 4,232
“xeise taxes 949 1,067 1,401 2,304 2,072 2,540 1,605 %,070
stamp duties 249 405 z7 43¢ 522 270 =77 500
Other h36 Le? %87 526 545 423 317 456 I
[
Hontax revenue 4,708 <550 2,100 *,765 G 2,89y 2,924 4,745 @
Zale of, and otuer revenue from, !
government property £z7 288 156 565 79 702 5t 190
Departmental revenues and
miscellaneousi/ 4,481 3,262 1,944 2,198 2,144 55197 7,598 4,555
Fifth Governorate revenuess’ 725 - 10 908 o= it == -- -
Total revenues 14,505 15,985 12,046 15,%41 18,1506 17,311 10,458 17,200

“ourcve: Ministry of [inance,

1/ Includes transfers of profits by Bank of Yemen. &Since 1973/T4, this item also inciudes trausfers of
25 per cent of after-tax profits of public enterprises and natiocnalized ccmpanies.
2/

Reveanues of the Fifth Governorate have been incorporated in ordinary revenues since April 1973.




3. Budgetary developrents until 1974/75

The principal characteristic of the Central Government's operations in
recent years was a persistent deficit in the current account, despite continu..
ous efforts to increase domestic revenues and curb the rise in ordinary
expenditures (Table 10). The current Lo’ ot deficits in the five years
ended in 19T4/75 averaged about YD 7 million rer year, or about one third
of average current expenditures over the same period. These deficits have
been financed almost completely through borrowing from the banking systcm.l/

e. Structure and trends in revenues

The structure of budget revenues is dominated by receipts from taxes
which, in 1970/71-1974/75 averaged about three fourths of total revenues,
Indirect taxes accounted for about TO per cent of all tax receipts over
the same period (fable 11).

Direct taxes consist of a corporate income tax, an individual income
tax, and a tax on wages and salsries.2/ The corporate income tax is levied
at a rate of 37.5 per cent on the net profits of companies in both the
private and public sectors. Receipts from the tax averaged about 67 per
cent of direct tax receipts over the five-year period ended 19T4/75. The
individual income tax is progressive and is levied on the net income of
individuals who conduct their own businesses. The tax on wages and salaries
is applied in two stages. First, a progressive special tax is withheld
from the salaries of all employees except those of the Central Government,
Second, any balance remaining after subtraciting the amount of special tax
paid and other deductions is subject to the individual income tax.

Indirect taxes comprise rainly excise taxes and import duties., The
former are both ad valorem and specific and are levied on apricultural
products, petroleum products, fisheries, soft drinks and cigarettes.
Import duties constitute the bipcest single item of government revenues
averaging sbout 65 per cent of indirect *ax receipts and 33 per cent of
all revenues over the five-year period ernded in 1974/T75. Initially, such
duties were levied at different rates on five categories of imports:
alcoholic beverages, cigarettes and tobacco, gat, eggs and nonpotcole

1/ There are discrepancies between the data on the budget deficit
financed by the banking system shown in Table 10 and the data in the
ronetary tebles. The discrepancy for fiscal year 297T4/T5 is smell. Hov-
ever, relativelv large discrepancies have been found for fiscal years
1972/73 and 1973/T4. Possibly these d°.crepencies arise because some of
the items in the budget (not disclosed to Fund mission) are classified as
“below the line.’

2/ For a detailed description of the tax system, see Appendix Table 30.
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alcohol: furthermore, the Fifth Governorate maintained its own customs
system. A peneral tariff was introduced on Deceride. 8, 1970 by Law lo, =4

in order to: unify tariff raies for the whole country; alleviate the burden
on basic goods consumed by low-income groups: extend protection to local
industry; and discourage the importation of luxury goods. The tariff
schedule was last revised in 1974 and it now contains 15 different ad valorem
rates and a number of specific rates.l/ Basic foodstuffs, raw wmaterials, and
capital goods are subject to low duties vhile luxury items are subject to
higher ones (Table 12),

Jontax revenues include receipts from the sale of government properties
mostly sales of obsolete equipment, transfers of 25 per cent of after-tax
profits of public enterprises and nationalized companies, departmental
revenues and other miscellaneous receipts. The relative share of nontax
revenues in totel revenues have shoun no discernivle trend in rccent years.

Government revenues have increased by about 8.2 ner cent ver annum in
1970/T1-19T4/T75 due to some expansion in the level of economic activity,
the introduction of new tax measures and improvements in tax collection
procedures.gf In 1970/7). and 1971/72 recvenues increased by 27 per cent and
21 per cent, respectively, following the adoption of the general import
tariff and its retroactive application to stocks at the wholesale trade
level, as well as the conclusion of a new agreement with the refinery
increasing the refining fec used for the assessment of the tax liability.
However, in 1972/73 there was a decline of 25 per cent, inter alia because
accounting difficulties associated with the termination of the Currency
Authority in August 1972 and its redlacement by the Bank of Yemen prevented
the usual transfer of profits from the central monetary institution to the
government budget. The upward movement resumed in 1973/T4 with an increase
of 27 per cent over the level of 1972/73, reflecting primarily a better
financial performance of public enterprises and nationalized companies;
higher import prices; and nev tax measures taken in August 1972, vwhich
raised existing excise tax rates on the production of cotton, fruits and
vegetables and imposed new excise taxes on the manufacturing of cigarettes
and the sale of fish. In 19TL/75 revenues rose once again by 18 per cent
due to larger receipts from corpornte taxes, excise taxes, import duties
and departmental revenves .3/ These increases are attributed to a further
improvement in the economic performance of public sector enterprises and
nationalized companies, better tax collection methods and the continuing
increase in import prices.

"1/ For a detailed summary of the tariff schedule, see Appendix Tables
31 and 32.

2/ Part of the ordinary revenues of the Central Government are assiened
to the Price Stabilization Tund whose main i*.ction is to sunsidize prices
of basic coumodities (see section 1). These revenues are not included in
the ordinary budget. There may also have been transfers to other funds,

3/ Vhich include 25 per cent of the after-tax profits of public enter-
prises and nationalized companies.
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Table 12. Summary of Tariff Schedulel/

(in per cent)

Item Rate

Basic foodstuffs (rice, corn and wheat) 5

Other foodstuffs 5-30
Textiles and clothing (except silk) 10-30

Silk and other luxury textiles L0-50
Capital goods 2-20
Industrial raw materials 1-10
Luxury goods and goods produced locally 50 and over

Scurce: iinistry of Finance.

1/ The schedule was first intro..uced in Decermber 1970 and
later amended in 197k.

b. Structure and trends in expenditures

When British budgetary suprort was discontinued in May 1968, stringent
efforts were made to reduce the overall level of government expenditures.
Wage retes were reduced sharply and a system of monthly allotments was
introduced; for existing services these allotments were not to exceed one
sixteenth of actual expenditures for the previous fiscel year, except for
certain items for which the amount allowed was one twelfth, The policy of
containment continued until 1969/70, Subsequently, however, outlays on
defense were stevped up; the government administration was expanded,
particularly in the interior;, and the authorities substantially increased
expenditures for education and hezlth (Table 13). As a result, over the
period 1970/71-19T4/T5 current expenditures rose at an average rate of
11.8 per cent per annum, i.e., much faster than revenues.

A classification of expenditures by administrative category reveals
that their major component, defense and security, averaged about L6 per
cent of total expenditures over the period 1970/71~1974/75, followed by
education and national guidance (14 per cent), generel administration
(9 per cent), finance and economy (6 per cent), public works and communi-
cations (5 per cent), and health (5 per cent). Tiere have been no
substantial changes in the relative shares of these expenditures during this
period (Table 13).




Table 13. Central Government Ordinary Expenditures

(In thousands of Yemeni dinars)

Budget Estimates

Actuals Apr,-Dec,

1970/71 1971/72 1972/7%  1973/74  1974/75 1974/75 1975 1976
Administrative category 17,551 20,735 21,081 22,732 27,452 29,354 22,015 35,599
General administration 790 1,152 1,886 2,693 Z,518 3,664 2,748 2,849
Defense and securityl 8,059 9,184 9,798 10,444 13,185 13,000 9,750 15,336
Assistance to local townships 383 %89 265 458 547 614 460 635
Public works and communications 1,239 1,146 1,041 1,076 1,167 1,304 978 1,505
Finance and economy 821 1,886 1,154 1,550 1,057 1,553 1,164 o,hlh
Health 928 1,013 996 1,152 1,498 1,671 1,252 2,262
tducation and national guidance 2,234 2,615 2,711 3,8%6 4,459 4,735 z,551 &, 700
Agriculture 265 417 417 491 531 758 568 826
Ponsions 255 237 376 276 343 606 454 499
Others 1,534 736 1,027 756 947 1,449 1,087 1,577

Tifrh Governorate 943 1,910 1,910 -- -- -- --
Economic classification 17,241 20,215 21,706  £1,840 26,868 28,471 21,35% 24,795
Tages and salaries 9,759 10,700 11,194 12,713 15,565 15,673 11,754 70,567

Materials, supplies, and

miscellaneous 5,829 6,985 7,785 3,994 11,120 12,300 9,225 15,275
Debt service 730 620 317 13% 183 498 272 353
Fifth GovernorateZ/ 943 1,910 1,910 -- -- -- -- --
Capital 210 320 475 g92 284 885 662 1,304
Total expenditures 17,551 20,725 21,681 22,732 27,452 29,254 22,015 35,599

Source: Ministry of Finance,
1/ Includes the Ministry of

the Interior,

zl After 1972/73 expenditures of the Fifth Governorate are no longer shown separately, but included in the
various categories of exnenditures of the Central Goverument,

_ZE-
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A different classification by economic function indicates that
payments of wapes and salaries aver:uged about 54 per cent of total expen-
ditures over the same five years. Purchases of materials and supplies
accounted for sbout 37 per cent, while the remainder was accounted for by

capital outlays,such as maintenance ani repairs,and by debt service
payments.l

Ixpenditures on wages and salariec have been increasing steadily.
Since the Governwent has been following an austere policy of wage restraint,
their upward trend should e attributed wmainly to an increase in the number
of employees. Following the reduction in 1ly.3, salery retes vere again
reduced in 1972 as indicated in section II, ».16 above, there rere no
general raises for the civil service until rlarch 1975, when the authorities
decreed a 5 per cent increase.2

4., The interim budpet: April-December 1975

Beginning in 1976, the fiscal vecr, nreviously ending iMarch 31, was
changed to coincide with the calendar yeusr. This chanpe was prompted by
the need to coordinate budpetary and other financial data such as national
accounts and the balance of payments; furthermore, it was desipgned to
facilitate comparisons with other Arab countries vhich are said to be
following or switching to a calendar vear basis in their statistics, In
order to bridee the gap between the 19T74/T5 and 1975 budgets, an interim
budget was drawn up for the period April-December 1275 based on three
fourths of the revenue and expenditure estimates for 19Th/75 (Table 10).
There are no data on the outcome of this budget except that revenues were
provisionally siven at YD 13.2 milliem.

5. The 1976 budget estimates

The budpget estimates for 1974 show total revenues of YD 17.8 million,
total expenditures of YD 35.6 million and a budget deficit of YD 17.8 million
(Table 10). As in previous ve:rs, there may have been a teundency to under-
estimate revenues; almost zll revenue items are estimated to be lower in
19765 than thev were in 19T4/T5 even though prices and the level of real
output have risen be'ween these years. The expenditure forecast represents
an increase of 30 per cent over the actuals in 19T4/75. Vapes and salaries
are placed at YD 20.( mit!fon, 32 per cent shbove the 1974/75 level. It
was noted above thet a ) ver cent wage increase was granted to ewplovees of
the public sector in ‘larch 1975. .o raises have been wlanned for fiscal
year 1976, There will, however, be a substontial increase in the number of
governrent employeer; it is exnected that civilians employed by the
Central Government will be 25,200 at the end of 1976, 18 per cent more than
in 197L4/75.

2/ This 5 pesr cent incresse relates to the take-home pay of employees of
the Central Government. Another part of the increase, also equal to 5 per
cent, will ve credited to the pension fund.

71/ These are payments for debts incurred before independence.
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V. Monetary and Banking Developments

1. Institutional background

The banlking system in the P.D.R. of Yemen hns undergone substantial
chanres since independence in 1967, when it comprised the South Yemen
Currency Authority and eipght commercial lLanks, of which seven were foreign
owned.l/ Commercial banks were nationalized in 19694 their activities
were consolidated and entrusted to the National Bank of Yemen, esteblished
in April 1970 as a government-owned enterprise. The Bank of Yemen was
founded in 1972 to assume the functions of the country's central bhank.

Until 1965 the East African shilling was widely used in the area
which is now the P.D.R. of Yemen. The South Arabian Currency Authority,
instituted by lLaw Mo. 10 of 19AL, was vested with the right of issuing
and wanaging a Yemeni currency, desipgnated as the South Arabien dinar.
The dinar was given = parity equal to one pound sterling or twenty last
African shillings and, by the end of 1955, it had replaced the shilling
as the main currency in the area. After independence, the Authority was
renamed the South Yemen Currency Authority and the South Arabion dinar
was replaced by the South Yemen dinar (YD). The Authority's powers were
broadened with legislation pas~ed in 1065 and it wac given the responsi-
bilities of maintaining external reserves in order to safepuard the value
of the South Yemen dinar and of promoting monetary stability and a sound
financial structure. Inter alia the Authority was: assigned supervisory
power over the banks: permitted to deal in bills of exchuanse, promissory
notes and Treasury 1ills of short-term maturity,; and empowered to hold
securities issued or gusranteed by the Government up to a limit of
YD 2.5 million. In a.ldition, it was required to raintain reserves in
gold, foreign bonds ard foreign currencies amounting to at least 50 per
cent of currency in ~irculation and other demard ligbilities. In
August 1972, under the terms of Lav lYo. 36 of 19722/, the Bank of Yemen
started operations replacing the Authority.

2. Structure of the banking system

wal ¥,

Presently, the structure of the banking system consists of
three organizational units: (i) The Board of Directors of the Banking
System, (ii) the central ban': of Yemen, and (iii) The National Bank of
Yemen. The powers, duties and responsibilities of these three orcaniza-~
tional units are defined by Law No. 36 of 1972.

" 1/ The Post Office Savings Bank was the only other financial institution
at that time.

g/ This law was prepared with the assistance of the Fund's Central Banking;
Service and Legal Department,
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a. The Board of Directors

The Board of Directors is the Lirhest r.onetary authority in the
P.D.R. of Yemen. It is respomsible for formulating, supervising and
implementing, banking, and monetary policies. Both the Bank of
Yemen and the National Bank of Yemen derive their power from, and are
responsible to, the Board of Directors. The Bourd is comnesed of ut
least nine directors including the Governor and Deputy Governor of the
Bank of Yemen: tne General jManager of the ilational Bank of Yemen: the
Permanent Secretaries of the Ministries of Finance, Jeconomy and Industyy,
and Arriculture and Aprarian Reform:; the Techaical Director General of
the Central Plauning Commiscion; an exvert in economics and banking. who
is anpointed by the Prime Minister, ond a representative of' the South
Yemen General Confederation of YWorkers. Under the law, the general
manager of any other bens that is established in the P.D.R. of Yemen shall
be included as a director.

b. The cantral bank and monetary policy

The Dank o Yemen is entrusted with the usual functions of a centrnl
bank, such as: 1{issuing the currency: resulating banking operations:
promoting monetary stability; holding ;0ld and foreipn exchange reserves,
controlling foreign exchan.ce: and implementing credit policy. In additior,
the Bank nrovid s the Goverwmment with advice on cconomic, financial and
banking matters.

The central bank is required to maintain reserves equal to at least
50 per cent of the sum of currency in ecirculation and its other sight
liabilities.l/ The reserves can include gold,; foreign exchange in the
form of currency or %ank bhalances held abroad: bills of exchange, govern-
mert promissory notes, Treasury bills and securities issucd by foreign
governments or international financial institutions: and any other ianter-
nationally recornizable reserve assects, such ag the gold tranche with the
IMF and holdings of special drawing rights. As of the end of September
1975, the foreign assets of the Bank of Yemen emounted to YD 21i.08 million,
while currency in circulation and the Bank's sight liabilities taken
together amounted to YD 43,53 million. The actu:l ratio was, therefore,
55 per cent--5 per cent sbove the required minimum (see Appendix Tuble 3k),

The Bank of Yemen is empowered to license comnercial banks with the
approval of the linister of Finanee and is authorized to deal with the
banks in Treasury bills as well as bills of exchanfe and promissory notes
made for commercial, industrial or agricultural purnozes. In addition,
it wmay grant commercial banks loans and overdrafts, establish minimum legal

"1/ I.e., balances due to banks.




- 30 -~

reserve requirements, determine bunk ueposits and lending rates and set .
ceilings on bank credit. The 1972 lovw required the Bank not to hold

government securities and Treasury bills in excess of 35 per cent of

ordinary revenues, but Lav Wo. 8 of 197h removed this limitation.

With the approval of the Ministor of Finnnce, the Bank of Yemen ru’
extend loans to public boards and corrorations and to loval governmentir
for n period uot exceeding seven years, provided that such credit shall
contribute to the development of vproductive activities in the country.
However, outstanding credit in this caterory is limited to a maximum of
four times the Bank's pnid-up cavital. The Bank is also authorized to
hold and sell shares of enterprises cstablished with the approval of the
Government for the purpose of (i) insuring banl deposits and (ii)
facilitating the financing of cconomic develowvment. The total value of
such shares is not to exceod the value of the Bank's poid-up capital and
the bolance of its General Weserve Fund, Moreover, thc central bank may
puarantee, in accordance with cond¢itions and means ngreed upon with the
Minister, the loans and investments made by the Government, public boards
end corperations,

The Bank of Yemen has not yet used all these powers, but it has deteroing
the interest rates charped and paid by the commercial banking sector. ‘[he
lending rates range from % per cent to 8 per cent per year, depending on
the purpose of the loan (Table 1)'). The hizhest rate, 8 per cent, is paic
on loans for commercial and personal »urposes. Credit for financing
imports of essentinl foodstuffs is aveilable at 6 per cent, while credit ‘
for industrial purposes at 5.5 per cent. The most favorable rate of
5 per cent is reserved for credit for seasonal arricultural purposes and
for cooperative societies. A penalty of 2 per cent is applicable if loans
are not vrepaid or time. No interest can be pail on sight deposits.
Savings deposits., which are not subject to time liritntionz, «rrn 3.5 per
cent per year. In order to encourase fixed term deposits, the central
bank has set rates on time deposits payable in three months, six months
and one year ut 4.5 per cent, 5.0 per cent and (.0 per cent; moreover,
the maximum amount of an individual savings deposit has been limited to
YD 5,000, 1In an effort to attract foreign exchange from Yemenis residing
abroad, higher interest rates have been established on time deposits by
nonresidents. Specifically, the rates on nonresident accounta for periods
of three, six and twelve months were raised in 1974 to 5 per cent, T per
cent, and 9 per cent, respectively. HNonresident deposits increased
sipnificantly in 1975, from YD 0.82 million to YD 2.1k millionl/ (see
Appendix Table 34).

;/ A breakdown of depbsits in foreign currency is not available. 1t is,
therefore, not possible to determine whother this increase was dne to
remittances from Yemenis residing abroad or from increases in the deposit:
of foreigners residing in Yemen.
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Table 14, Interest Rates as of December 31, 1975

(In per cent per annun)

i/

lLendinp rotes=
Commerciul and personal credit

Credit for financing imports of essential foodstuffs
Credit for industrial purposesr

Credit for seasonal agricultural purposes

Credit to cooperative socloties

ViU GV
i

Rates on deposits of residents )
Current deposits?/ N
Savings deposits®™ 3
Time deposits, three months L.
5
6

Time deposits, six months
Time deposits, one year

Rates on _deposits_of nonresidents
Time dcposits, three months

Time deposaits, six months

Time deposits, one year

O\

Source: Bank of Yemen.
1/ In excess of the rate applied there is a peralty rate of 2 per

cent if loans are not repaid on time. )
2/ A maximum of YD 5,000 has heen established for savings deposits.

c. Commercial bankin:

As noted earlier, the Hational Bank of Yemen is the only commercial
bank currently operating in Yemcn. Uander the terms of Law Ho. 36 of 1972,
the Nationsl Bank is authorized to exercise all commercial and specialized
bankins activities. Tt is salso empovwered to transact the business of
development banks and provi!c loars and facilities to the wvarious sectors
in the economy. furthermore, it is permitted to undertake entreprensurial
activities: Accovrding to the banking law, the Nationsl Bank can participate
as a founder and/or sharcholder in iudustrial and arricultural projocts;
and it can act as an intermediary in the in.ocrkation of canital =quipment
and rav materials and in the exportation of domestiecally produced goods.
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The nwouinal capitsl of the Mationnl “eank is net at YD 5.0 million,
apd the paid-up capitol ot YD 1.5 million. As specifiecd by the banking
luw, %0 per cent of net annuel profits shall be allocated to Tinsnce the
economic deveclopment plean, 25 per cent used to finance ccmpensation bonds
issued in conneetion with the natlonnlizntion measures, and the remaining
25 per cent transferred for use in the general budget after the paid-up
capital has reached YD 1.5 million.

The activities of thLe National Bank hnve been expanding. Ty 1975
it hud 17 branches operating in all six governorates. In the yeoar ended
September 1975 the totnl assets and lisbilities of the Bunk increosed by
19 per cent and deposits by 25 per cent: the correspondins inercases in
the previous year were 22 per cent and 21 per cent, respectively (sece
Appendix Table 33). Loans and advances renched YD 18.46 million by
September 1975, almost 12 per cent above the end- Ceptember 1974 level:
nevertheless, over the same period the ratio of the Bonk's loans and
advances to its denosits decreused from 5 per cent to %9 per cent.
Most of the National Bank's credit, over 85 por cent, has been granted
to the commercial nnd service sectors; the shures of industry and agri-
culture were 6.4 per cent and €.6 per cent. The allocation of credit has
been shifting away from private enterprises to the public entities. In
1973 nlmost SO per cent of outstanding loans and advances were to the
private enterprises while the public entities' shuire was 37 per cent; by
September 1975 the share of the former had fallen to 27 per cent while .
that of the public sector had risen to Tl per cent (Table 15).

Table 15. Distribution of Loans and Advances
of National Bank of Yemen

(In millions of Yemeni dinars)

December September
1571 1972 1973 ~9Th 197k 1975

By entities

Public entities 3.96 2.40 3.0 10,12  10.87 13.02
Cooperatives / 0.17 0.54 Q.92 1.27 1.19 1.1%
Mixed sector= 0.01 0.17 0.23 0.39 0.35 0.18
Private entities 5.4 4.70 4,14 4,32 4.11 4.08
Total 9.55 7.86 8.33 16.10 16,52 18.LG
By_economic activity
Agriculture and fisheries 0.20 0.57 0.86 1.22 1.08 1.21
Industry 0.70 0.07 0.37 0.97 0.89 1.18
Cormerce ané services 7.90 f.95 6.37 13.56 1k.1k  15.7%
Other 1.25 0.27 0.137 0.35 0.kl 0.32

Source: Bank of Yemen.

1/ Includes enterprises owned Jointly by the Government and the private
sector.
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3. Monetary developments, 1970-Th

Monetary developments during the five-year period ended December 1974
were characterized by a relatively fast expansion in domestic liquidity
(money and quasi-money) attributable mainly to the finanucing of the govern-
ment budget deficit hy recourse to the banking system. The rate of growth
of domestic liquidity, vhich was 2.2 per cent in 1969, rose to 1h4.6 per cent
in 1970 and then declined to L.7 per cent in 1971. Subsequently, however,
it accelerated from yeur to year rising to 9.5 per cent, 12.1 per ceni and
12.5 per)cent, respectively, in 1972, 1973 and 1974 (Table 16 and Appendix
Table 35).

Teble 16 and Graph 1 confirm that credit to the govermment sector was
the najor expansionary factor during this period. Nec claims on tue Government
rose from minus YD 0.% millien in 1969 to YD 5,.C million in 1971. In the
past three years the increases were much larpger and by the end of 19Tk net
claims on the Government reached YD 2L.0 million. Credit to the nongovern-
ment sector (includinr public entities) remuined relatively stable until
1974, In that year it increased by 83.6 per cent due to two major develop-
ments, a substantial LL per cent rise in the cost of imported goods end an
expansion in the activities of the public entities, which the Government
was encouraging; loans and advances to such entities, which hed increased
by 26.7 per cent in 1973, rose by 232.9 per cent in 19T4k. The net foreign
assets of the bankinr system were by and large a contractionary factor during
this period. In the first five years they declined only slightly, and at the
end of 1973 they vere (.G per cont below the 196% level (see Tadble 16 an?
Graph 1). However, in 1074 the balance of payments deficit reuched record -
proportions, rising to SDR 25 million. As a result, nct foreign tnssets fell
by 40.0 per cent.

Whereas domestic liquidity increased at a fast pace in nominal terms,
a different picture emerges if its real value is examined. The two available
indicators of the price level, the consumer price index (CPI) and the whole-
sale price index (WPI) have been used in Table 17 to deflate domestic
liquidity during the years 1969-74.1/ The general movement of the deflated
magnitudes appears to be the same, regardless of which of the two indices
is applied. Real money and quasi-money manifested initially an upward
trend peaking in 1972, but it declined in both 1973 and 1974. Deflated by
the CPI, domestic liquidity was about the same at the end of 197h as at the
end of 1969; however, using the WPI, it was 28 per cent lower in the letter
Year. The appropriate deflator, the implicit GDP deflator, would probably
lie between the CPI and the WPI, indicating that the real value of domestic
liquidity has declined considerably in the five~year period discussed here.

1/ Domestic 1liquidity at the end of December was deflated by the average
price index of the corresponding year, since the December index was not
available for all the years considered.



Table 16.

(In millions of Yemeni dinars)

Factors Affecting Changes in Domestic Liquidityl/

December September
Years Ended 1969 1970 1971 1972 1973 197k 197k 1975
Domestic liquidityij 33.29 38.14 39.93 L3.7h L9.01 9.1 55.5k 63.02
Money Ssupply 26.8) 29.02 31.75 34,87 40.10 16.09 46.69 52,27
Currency outside banks 21.25 2L.L5 25.90 28.84 32.37 35.80 35.15 38.66
Private demand deposits 5.59 4.57 5.85 6.03 T.73 10.29 11.54 13.61
Quasi-money 6.L5 9.12 8.18 8.87 8.91 9.04 8.85 10.75
Total change in domestic liquidity -0.4) 4,85 1.79 3.81 5.27 6.12 7.59 7.48
Factors afrecting changes
Net foreign assets -2.37 -1.75 1.56 -0.7h -1.37 -10.13 -4.53 -9.13
Net domestic assets 1.96 6.60 0.23 4,55 6.64 17.83 12.12 16.61
Net claims on Government 3.18 3.15 3.26 6.81 h.72 6.87 2.31 11.42
Claims on nongovernment sector -0.79 0.69 0.50 -1.L0 1.0b 8.62 8.76 0.81
Allocation of SDRs - 1.5k -1.29 -1.28 - - - —
Other items (net) -0.L3 4.30 -2.2h 0.42 0.88 2.34 1.05 L. 38
(In_per cent)
Money supplyl/ -5.0 8.1 9.4 9.8 15.0 14.9 19.3 12.0
Domestic liquidity -1.2 14.6 L.7 9.5 12.0 12.5 15.8 13.5
Claims on nongovernment sector -7.7 7.3 L.9 -13.1 11.2 83.6 89.3 4.3

Source: Bank of Yemen.

1/ Money plus quasi-money.
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CHART 1
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FACTORS AFFECTING DOMESTIC LIQUIDITY 1968-75

(In millions of yemeni dinars)

Domestic liquidity=moneysquasi-money

Claims on non-government sector ,’

1968 1969 1970 1971 1972 1973 1974 1975

Source: Appendix Table 35.
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Teble 17. Reel Value of Domestic Liquiditvd’ at 1970 Prices

(In millions of Yemeni dinars)

Domestic Liquidity Domestic Liquidity
Deflated by the Deflated by the
Year ended December Consumer Price Index Wholesale Price Index
1969 34.97 35.30
1970 3¢.1h 38.1L
1971 37.92 36.17
1972 39.4k 38.6L
1973 36.91 32.05
1974 34.52 25.36

Sources: Tables 6 and 16,

i/ The sum of money and quasi-money.

In one sense, the composition of money and quasi-money does not appear
to have changed significantly during 1969-Th. Total (demand, time and
savings) deposits were equal to 36.2 per cent of domestic ligquidity at the
end of 1969 and 35.0 per cent &t the end of 197k (Table 18), thus the
ratio of currency in circulation to domestic liquidity remained rather
high and close to 65.0 per cent throughout this period. However, the ratio
of time und savings deposits (quasi-money) to domestic liquidity has fallen
steadily since 1970, from 23.9 per cent to 16.L ver cent at the end of 197k,
indicating a declining interzst in such deposits over time.

L.  Monetary developments during 1975

During the first three quarters of 1975 money and guasi-money increased
by 14.3 per cent as compared with 13.3 per cent in the same period of 19Tk,
The rate of inflation,l/ however K declined sharply to 5.1 per cent from
21.4 per cent. As in the past, financing of the government budget deficit
from the banking system was the principal expansionary factor; net claims

&»ij—ﬁéégﬁféd_ﬁydtheméonshmér priéé in&ex..."
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on the government sector rose by 28.4 ver cent. Credit to the private
sector went up at & considerably lower rate. i.e.. at 4.2 per cent (while
it had grown by B83.h per cent in the comparable period of 197L). The net
foreipn assets of the banking system continued to decline in January-
September 1975.

Table 18. Ratio of Depozits and Quasi-Money
to Total Domestic Liquidity. 1969-75

(Tn per cent)

Total Quasi-
Year Tnded NDeposits Money
December
1969 36.2 0.4
1970 35.9 23.9
1971 35.1 20.5
1972 3h.1 20.3
1973 3L.0 18.2
1974 35.0 6.4
September
19Tk ‘ 36.7 15.9
1975 38.7 17.1

Source: Table 16.
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VI. PIxternal Sector

1. Balence of payments

Since 1967 the P.D.R. of Yemen has heen beset by serious halance of
payments difficulties and, excent for a small overall surnlus in 1971, it
has experienced continuous deficits which have increased sharvly over the
lest two years. These develonments have been caused by & combination of
factors such as: the loss of foreipn exchange earninns following the
departure of U., ¢roops; the closure of the Suez Canal which sharnly reduceAd
the importance of the port of Aden as an entrenot trade and shin-servicing
center: a small and stagnant exmort sector: and substantial incresses in
imnort prices due to inflationary pressures sbroad. Government nationalization
policies have also led to a significent fell in remittances from Yemenis
abroad for investment purposes. In the Tace of a mountinr demand for imports,
the authorities have applied stringent ~ontrol of foreirmn exchanse exnendi-
ture with the result that there has been little or no increase in resal
imports over the last several years. Despite these measures, the current
account has recorded growins deficits. Hotwithstanding sizsble increases
in capital inflows, due primarily to long-term loans from friendly countries,
gross official reserves have been declining; they stood at SDR 4A.T7 million
at end-December 1975, equal to three and a half months of merchandise immor<es,

as against SDR 59.2 million in 1971, equal to seven months of merchandise
imports.

a. Overall developments, 19Th-75

Between 1973 and 1974 the overall balance of nayments deficit increased
from SDR 3.3 million to SDR 24.8 million (see Table 19 an® Apvendix Table
36), as the trade deficit rose from SDR 87.7 million to SPR 137.8 million
owing meinly to an estimated UL mner cent increase in immort prices and a
LE per cent decline in export volume. The fact that the deteriorstion of
the overall balence of payments was much smaller than thet of the trade
belance reflected the changes in net receipts from services and transfers,
vhich increased by 25 ver cent over the 1973 level to SNR 55.5 million,

and also in long-term official canital inflows which almost doubled to
SDR 39.C million.

In 1975 the overall deficit was SDR 19.7 million. The gizable reduction
o5 compared with the previous year was realized hy keeving the value of
imports at about its 10Tk level and thus reducing the trade deficit to
SHR 133.5 million. WNet receipnts from services an. transfers reasistered
a small increase in 1975. Long-term official capital inflows recorded a
10 per cent decline to SDR 35.9 million, because a large number of loan
contracts could not be implemented by donor countries; hovever, other
capital, including private short~term capitall/ and errors snd omissions,
rose by 22 per cent. In consequence, while the current account immroved by
T per cent, the canital account remained more or less unchanged, thus
resulting in & slight improvement in the overall vayments nosition.

;/ Private shé}pwterm capital includes the contra-entrvf}or private sector
imports under the own exchanse imports’ scheme. For details, see section ?
on the exchanre and trade system.



Table 19.

- 44 -

Summary Balance of Payments, 1971-1976

(In millions of SDRs)

Prelim. Est, Projec.
1971 1972 1973 197k 1975 1976
Goods, services and transfers -6.0 -26.2 k2.6 -81.3 -76.0 =97.0
Trade balance -76.6 -70.3 -87.7 =137.8 -133.5 -157.0
Exports and re-exports (f.o.b.) 27.6 25.7 20.6 15.6 20.5 27.0
Imports (c.i.f.) -10k4.2 -96.0 -108.3 -153.h -154.0 -184.0
Services and transfers T71.6 Ly, 2 45,1 56.5 57.5 60.0
Shipping, aviation, insurance 11.0 3.1 4,3 2.1 3.5 .
Investment income 3.4 2.6 3.4 5.7 3.5 .
Transfers 48.8 25.0 28.1 34,3 37.1 .
Government {(n.i.e.) 2.9 1.7 -0.5 5.4 2.0
Other services 5.5 11.8 9.8 9.0 11.4 -
Miscellaneous cepital and errors and omissions 2.3 12.6 18.4 16.7 20.4 21.0
Private long-term capital e 1.7 1.2 3.8 ) 0.1 ) 20. &
Private short-term capital P 1.7 16.5 13.0 ) oy 0.
Government investment and assets - 1.0 1.7 - - -
Net errors and omissions 2.3 8.2 -1.0 -0.1 -
Grants and loans received by Government QLE §;2 20.9 39.8 35.9
Official grants received 1.0 - 0.5 0.7 ) )
Drawings on loans 4,3 10.6 20.4 39.3 ) 35.9 )
Repayment of loans -1.9 -1.7 - -0.2 ) )
Allocation of SDRs 3.1 3.1 == -= e -
Overall balance 3.8 -1, =3.5 -24.8 -16.7 -31.0
Monetary movements (net) (increases in assets -) =3.8 1.7 3.3 2h.8 19.7 31.0
Monetary authorities 0.3 -2.9 -1.2 T.7 8.5
National Bank of Yemen 4.1 L.6 k.5 7.8 -3.2
Use of Fund resourcesl/ - - - 9.3 1k,y

Source: Appendix Table 36.

1/ Includes purchases from the Fund under the 0il Facilities and
in 1975.

Note:

first credit tranche drawine

Due to rounding details may not add up to totals.
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(1) Exports

As indicated in Table 10, total exports, including re-exmorts,
followed a dowmward movement from SDR 27.£ million in 1271 to SDR 15,74
million in 19Tk, but rose to SHR 20.5 million in 1975 according to initial
estimates. Prior to June 1047, the port of Aden was a major entrepot center
and exvort carnings were essentially on account of large re-exports to
surrounding countries. VYowever, with the closure of the Suez Canal, traffic
through Aden as well as the re-exvort trade declined precipitously. Another
factor resnonsible for the decline was tle develonment of commeting norts
like Hodeide in the Yemen Arab Republic and NJibouti in the Merritory of
Afars and Issas that have steadily diverted s part of the re-exvort trade
away from Aden. ‘“loreover, the nationalization poliecy and the elimination
of the free status of the nort of Aden limited the re-exvort trade to the
"free zone" areas.l/ Re-exvorts (adjusted for trade nct recorded in the
customs data) which amounted to SDR 19.2 million in 1971, fell to only
SDR 7.7 million in 1974 (Appendix Ta“les 3A and 32). In the latter vear, the
main items of re-exports were, as in the nast, industrial suvplies and raw
nmaterials including hides and skins, processed food and beverages, and
consumer goods consisting mainly of textiles and clothine (Tahle ?O)pE/
While no firm data are available for 1975, the authorities believe trat
re-exports (including unrecorded items) rose to SDR 8.5 million. This is
partly attributed to incentives zranted by the Govermment, such as six-month
credits in foreign exchange for the re-export trade. In addition, it 1s felt

thet congestion in other neighboring ports has diverted some of that trade
back to Aden.

After registering increases in 1972 and 1973, indigenous exmorts
declined to SDR 7.9 million in 1974 (Table 20 and Appendix Tables 36 and 39)
Between 1973 and 1974 (dried and fresh) fish exports rose almost 40 per cent
to SDR 5.6 million. However, the other mejor export commoditv, cotton,
suffered a severe setback. As the world textile recession intensified in
the second half cf 19Tk, prices fell and it hecame imnossible to market
existing stocks; the decline in the value of cotton exvorts from SDR 5.1
million to a mere SDR 0.6 million accounted for almost the entire 19Tk
shortfall in total indigenous exnorts. Fxports of other domestically-produced
goods, such as salt, hides and skins, and coffee declined also.

l/ After the termination of the free port status of Aden, the Government
established "free zones” within the nort. These free zones served as bonded
warehouses here imports and re-exmorts could be stored without the
encumbrances of the usual import tariffs or of general exchange and trade
controls.

2/ The data in Table 20 are hased on customs returns and differ substantiallv

from those given in Table 19 which allow for unrecorded exports and under-
valuation.
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1
Table 20, Composition of Exports and Rv-l-‘.xpm't‘w/ ‘

(In millionz of sprs) 2/

"Jﬂn . -Ju_n_e___»_*
1971 1972 19734 1974 1675 1975

Food and live animals 5.8 7.0 6.2 6.8 3.0 4
Dried fish 2.0 1.6 0.6 0.6 0.l 2
Fresh fish 1.0 3.0 3oy 5.0 T 2.0
Rice o.g o.o}/ - - - -
Vheat 0. - - - - .-
Ref'ined sugar -- n.2 0.5 - - -
Coffee 1,0 1.0 1.2 0.9 0.2 0.7
Other 1.1 0.3 0.6 0.5 0.5 0.3
Beverages and tobucco U.1 0.1 0.1 0.1 0,1 0.0
Crude materials (evscpt fuel) L2 10 7 230 L2 0
Hides and skins - 2.1 1.6 0.8 0.7 0.5 0.7
Cotton linters and seeds 3.8 4.0 5.1 0.6 0.0 -
Salt 0.5 0.1 0.3 o.b 0.5 0.0
Metal scrap 0.3 0.3 0.3 0.1 0.2 0.0
Other 1.4 1.2 0.8 0.5 0.3 0.3
Fetroleum products -- -~ 0.3 0.1 0.0 _0.0
Anima) and vegetable oils -- 0.0 0.0 -- -= -
Chemicals 0.5 0.3 0.1 0.1 0.1 0.0 'I'
Manufactured goods 7.3 1.9 1.3 0.6 0.k 0.1
Textiles 5.2 0.9 0.9 0.3 0.3 0.0
Other 2.1 1.1 0.4 0.3 0.1 0.1
Machinery and transport equipment 0.8 0.3 0.2 0,1 0.1 0.0
Passenger cars -- 0.0 0.0 0.0 0.0 0.0
Trucks -—- - 0.0 - - --
Other 0.8 0.3 0.1 0.0 0.1 0.0
Miscellaneous manufactures 2.3 1.2 0.7 0.4 0.2 0,1
Clothing 1.0 0.6 0.5 0.2 0.1 0.0
Footvear 0.1 0,0 0.0 0.0 0,0 0.0
Other 1.2 0.5 0.2 0.2 0.1 0.0
Unclassified items 0.3 0.1 0.3 -- -- 0.0
Total 25.2  17.9 16.5 10,5 5.7 k.1
Memoranduw items, of which:
Re-exports 16.8 7.0 5,0 2,6 Ve ‘e
Food and beverages 3,0 2.1 1.6 0.8 ves N
Industrial supplies 9,4 3,1 1.9 1.2 e ces
Consumer goods 3.0 1.4 0.8 0.3 - ees
Other 1.4 0.4 0.7 0.2 eve ree

Source: P.D.R. of Yemen: Central Statistical Office.

1/ The statistics in this table are based on customs data and they do not include
any adjustments for unrecorded exports. Hence, the data differ from the figures used
in the Balance of Payments table. For a reconciliation of the statistics, see
Appendix Table 39,

2/ Conversions into SDRs have been made at a rate of YD 1 = SDR 2.40 for 1971-73,
YD 1 = SDR 2.3647 for 1974, and at YD 1 = SDR 2.3312 for 1975.

3/ 0.0 stands for values less than SDR 0.1 million.

Note: Due to rounding, details may not add up to totals.
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Initial estinates for 1975 indicate thint domestic exnorts recovered
to a level of BDR 17.90 million, owing primerily to an increase in the
exports of fish aa” fish products to SDR 8 million. (otton exports nre
estimnted to have “egistered only a slight recovery from the low 197h level,
duc primarily t» 2 drawvdowm of stocks, while prices declined further.
The continued exransion of fish exnorts was the outcome of larme investrents
in the fisheriee sector to modernize and expand the fishing fleet and
build storage, canning and Pfreerine facilities; it should be noted that
a fishmeal and fish oil plant started operations in 1075, The authorities
expect exports of fish and fish products to g0 on rising at a ravid rate.

The direction of exmorts (including re-exvorts) under-rent marked
changes in 19Th (see Appendix Teblm 37), 'Mile the shares of the Arah and
the industrialized countries in Yemen's exports remained more or less
wichauged at 19 per cent and 15 per cent, respectively, that of the socialist
countries declined to 5 per cent from 20 ner cent in 1973. “n the cther
hand, the share of other l=2ss developed couniries rose to 31 ner cent as
against 195 per cent in the nrevious year. ™e larrest individual market
in 1974 was Japan vhich received 32 per cent of total Yemeni exnorts, mainly
fresh fish and fish products.

(2) Imports

Since the nsationalization of foreign trade in 1971, imports
have been subject to comprehensive control, exercised mainly by restricting
foreipn exchange allocations to the state immort agencies. In 107! the
value of imports rose by 42 per cent to SPDR 153.h million (Table 19 and
Appendix Table 36). However, since the import price index registered e
LL per cent increase there was & slight decline in the volume of imports
which followed comparable sharp decresses in the vprevious two years. DNespite
the emergence of domestic shortages of various imported goods, the restrictive
policy was continued in 1975. The value of total immorts is estimated to
heve remained virtually unchanged at “DR 154 million; hovever, given that
prices fell by an estimated 3 per cent, imports in real terms vnrobabhly rose
somewhat. It is interestine to note that in each of the years 1972-1975
the quantum of imports was well below its level in 1971.

In 197k there was a sisnificant change in the composition of imports
(Table 21), the share of food and live animals declining from L6 per cent to
41 oper cent, as the domestic amricultural sector recovered from the adverse
conditions prevaeiling in 1973. Similarly, the share of manufactured goods
including textiles, c¢lothing, footwear, etc., declined as official imnort
policy sought to discourage such imports in order to save foreisn exchange
for the development effort. Concecuently, the percentages of machinery and
transvort eaquinment and of crude materisls rose apnreciably, However, the
major increase was in petroleum imworts solely on account of the substantial
increase in world prices; their share in total imports went up from ¢ ner
cent in 1973 to 23 per cent in 19TM. Almost no information is available
on the composition of imports for the full-year 1975. Statistics for the
first six months indicate a further shift away from food imrorts toward
machinery and transport equipment and toward imports of manufactured goods.
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1
Table 21. Composition of lmporta—/

(In millions of SDRa)?’—/

_Jan.-June
1971 1972 1973 1974 197k 197%
Food and live animals 29.8 1.3 0.0 59.9  37.1  23.1
Live animals <. 2.5 .9 .3 0.6 10
Ghee 2.0 1.9 1.9 L.3 2.6 2.9
Wheat and wheat flour L,7 L,6 8.6 17.1 9.9 2.4
Rice 2.7 3.1 5,8 13.8 12,3 7.6
Refined sugar 3.7 6.1 6.k 10.1 3.9 3.5
Coffee 0.5 1.0 0.6 0.8 0.4 0.5
Tea 1.6 1,5 3.2 1.6 0.9 0.5
Spices 1.8 1.0 1l.L4 1.3 0.7 0.5
Other 10.0 9.5 10.2 9.4 5,6 4.2
Beverages and tobacco 2.9 2.9 2.7 2.6 0.9 0.8
Crude materials, inedible except fuel 6.3 3.4 3.3 6.1 2.3 2.1
Hides and skins 0.9 0.4 - 0.1 0.l --
Sesame seeds 2.1 1.9 2.0 4.1 1.2 1.2
wood 2.3 0.5 0.7 2.2 0.6 0.5
Other 0.9 0.6 0.6 0.8 0.4 0.4
Petroleum products 6.0 5.5 7.6 33.1 8.5 7.4
Animal and vegetable oils 0.7 0.7 0.8 2.1 1.k 1.0 ‘
Chemicals 6.4 b.bL 4.9 5.8 2.0 3.1
Manufactured goods (classified by .
materials) 23, h,7 .7 10,1 12.0
Textiles 1.1 2 6.3 6.6 .1 0.9
Cement 0.3 0.6 1.0 2.5 2.1 1.7
Other 11,k 7.8 7.4 T.7 5.0 9.4
Machinery and transport equipment 9.1 10.6 7.1 1h.6 7.0 12,1
Machinery 3.2 4.3 3.0 6.0 3.2 5.4
Passenger vehicles 0.9 1.0 0.5 0.8 0.k 0.1
Trucks 0.1# 0.5 0.2 2-8 005 1.0
Other L.5 L7 3.3 5.0 3.7 5.6
Miscellaneous manufactures 10,7 L.l 6.2 L7 2.3 1.2
Clothing 3.7 1.9 2.3 1.5 0.9 0.2
Footwear 1.k 0.4 0.6 0.5 0.2 0.1
Other 5.6 4.9 3.4 2.7 1.2 0.9
Unclassified articles 2.3 0.6 0.1 0.1 0.1 0.1
Qat 2.3 0.5 -- -- - --
Other - - 0.1 0.1 0.1 0.1
Total 98.2 80.4 86.4 145.9 7.4 62.8
cowrce: F.D.R. of Yemen: Central Statistical Office. .
1/ The stalistics in this table are based on customs data and they do not include

any aajustments for unrecorded imports, or insurance and free zone importe. lHence,
the data differ from the figures used in the Balance of Payments table. Ior a
reconciliation of the statistics, see Appendix Table 3G,

2/ Conversions into 3DRs have been mude at the rate of YD 1 = UDR 2.40 for
1971-73, YD 1 = SDh 2.36L7 for 1974, and YO 1 = GUR 2.3312 for 1975.

lote: Due to rounding, details may not add up to totals.
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The area and country distributien of imports is shown in Apnendix
Table 38, In 197h the industrialized countries accounted for Ll per cent
of totnl Yemeni imperts; they vere followed by the socialist countries
(22 ver cent) and the loss develoved Aeion countries (20 wer cent). ™he
People's Republie of China (9.8 ncr cert), Tndia (9.7 ver cent), and the

United States (7.8 per cent), were the princinal individual supnliers of
the P,D.R. of Yemen.

(3) Services and transfers

Receints from services and transfers constiture the main
source of foreign exchanre earnings in tha P,D,R, of Yemen. “let earninm:
from services include thos» from shipping, rrietion, insurance, investmen!
income and domestic expenditures of the Little Aden Refinery which in owned
and overated by B,7.1/" Mhege earnings have declined after the closure of
the “urz Craal and continned to “e nuite low over the period und-r review.
Between 1073 and 19Th, tley rose from OND2 17 million to SNR 22 million,
but sibsequently fell to SDR 20 million in 1975 (see Table 17).

Net transfer receipts consist ehiefly of inward remittances by Yemeni
nationals working abroad which have been very sensitive to the P.D,R, of
Yemen'tc nationalization policies. Suhseauent to the nationalizntion there
apparently has been little or no inflow for investment purposes s~nd emiprants
have rcmitted funds solely for family maintenance. gyeh transfors. which
amounted to SDR 47.9 million in 1¢(l, declined to SDR PS5 million in 1072
and increesed only slightly in 1073 (Apnendix Table 30G). Yowever, they
rose to SDR 34,3 million in 107k, essentially because of the increase in
the cost of livinm which necessitated higher inflovs for the same level of
family maintenonce in real terms. Tn 1975 remittences inecrensed further by
8 rer cent to SDR 37.1 million, as e consequence perhaps of the inerease in

interest rates on nonresident savin~s accounts introduced in the previous
year.

(4)  Capital movements nnd develorment aid

Vet official capital inflows, including grants and development
loans, were SDR 3.4 million in 1071, SDR 39.8 million in 1974, and
DR 35.9 million in 1975. Grants are not fully recorded in the balance of
payments; the amounts shown have not excceded SDR 1 million in anv of the
last five years. Drawings on long-term loans have been risin~ substantially
rari psssu with the development effort. Renayments have teen nepliribhle

since 1972, reflecting the concessionary character and the pgrace periods
provided by the loans received.

!fincellanecus capital, inelwding orivate capital and errors and
omissions, has risen from SMN 2.3 million in 1071 to SNR 20.)h million in
1275. Since the data on such canital movements are fragmertary an
adequate analysis of this part of the halance of payments is not vossible.

‘/ In the nresent analV51q, “the R,D, erlnerV is troated as a nonresident
and all its domestic expenditures, that is, ra-ments of wares to Yemeni

employees, income tax and other local currency outlays, are considered sas
exchange receints,
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It enpenrs, hovever, that the b7t of the inflows iz aszocirted wvith the .
"own exchange" imports scheme {see v, 59 Lelow).

(5) rlouetury movenents

Official reserver nre held almosl entirely by the Rank of
Yemen, which, as indicated earlier, is required to maintain a 50 ver cent
cover in pold snd other convertihle currencies a~ninst all notes in cireu~
lation and its aisht liabilities. Avart from this lepal requirement, the
ofTiciel nolicy is to restrict as uch as mossihle the overall balance of
payments deficit inter alin in order to avoid a simifirant dravdovn of
officinl reserves, Conscouertlv, pgross reserves declined only bty ©DR 7.0
million to S™R 55,7 million in 107k and bv SPR 8.5 million to °MR (.7 million
in 1975, while the overrll deficits amounted to SDR "b,& million and SDP 10.7
million, respectively, in the somn years (Table 22). The remaindsr of thoe
deticit wns financed mainly by purcheses from the Internatioral Monetery
Fund under the oil facilities =nd slso a drawing in the first credit trnanche,
The foreirm liabilities of the Mational Ranl: of Yemen have steadily incveased
and stood at SDR 19.2 millinn at end “ovember 19753 conversely, its foreign
assets position has repistered n decline since 1071 and stood at ™PR L, 6
million in 1974 before registerin~s a sherv increase to DR 12.7 million by
the end of Movevher 1975. This latier increase ls exnlained Wy the fact
that the monnatary authorities ceded foreign exchange to the Wational Tank
to cover its anticipated heavy import nayments in the near future. The
Government's foreign assets, which were sizalle prior to 1768, have neen
all but liquidated to finance budpetary Aeficits. However, its liabilities
increased sharply in 1974 and 1075 oving to the use of ¥und resources.
Following the declines in both 19Th and 1975 net foreipgn assets stood at
SDR 16.6 million at the end of the latter year.

h. Torecast for 1075

In view of the fact that domes*ie stocls of consumer roods have been
dravm dowvn over the last year and that the intended hipher level of
development spending will require oreater imports than in the vwast, the
import 1Hill is expected to increase to at least SNR 19t million in 107G,
i.e., to be 19 per cent higher than in 1075 (Table 19). TExports are fore-
cast to go up also to €M 27 million, reflecting a 25 per cent increase in
fish and fish products together with an anticivated recovery in the re-
export trade due to the incertives provided by the authorities. The trade
deficit should therefore rise to about DR 157 million as compared with
SDR 134.5 million in the vrevious year. The authorities do not anticinate
any significant improvement in traffic in the port of Aden and there is no
strong reason to forecast any sizahle change in remittances. Conseocuently,
it is believed that net services an? transfers will be ahout OPR 40 million.
iiscellaneous capital movements are vrolected at SPDR 20 million as in 1075,
and the suthorities are counting on develonment Joans of t - >t
SDR 45 million. Thus, the overall balance of nayments de. . . 1976 is
likely to be in the neighborhood of SDR 21 million.
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Table 22. Met Foreimm Assets, 1971-75

(Tn millions of ~Pra)¥

Decenber
1971 1972 1973 197k 1975

Rank of Yemen 50.18 61,70 2,07 55,10 LG, AR
Gold 0.~ 0.60 0,70 0,50 0,50
IHMF rold tranche 3.7 3.7h 3.7k . -
Holdinrs of SDRs .78 7.R0 7.7 3T 3.1
Foreign exchange 50.06 k49,5 s0,RL 50,00 L2,88

National DBank of Yemen (net) 7.08 2,54 1,00 _n,ff —6.502/
Foreipn assets 11.17 7.88 6,01 N6l 12,7
Foreign liabilities -L.30 .s.04h ..3,85 -1k, 26 -19.24

Government -0,12  0.1% 0.07 =9.26 -23.063
Counterprrt to oil facility

dreving - - -— 0,31 -16.L0
Counterpart to first credit
tranche drawing - ~ - - =T7.25
Other3/ -0.17 0.1 0.07 0.05 0.02
Total foreipn assets (net) 6A.AL 64.30 61,10 36.25 16,55

Sources: Tank of Yemen nnd INF, Internnticnnl Finened ) Statinties.

1/ Cenversions into SDRs have been made at a rate of YD 1 = STR 2,40 for the
period 19T1-73, YD 1 = SDR 2.36LT for 197k, and YD 1 = SDR 2.4731 for 1975.

2/ Fna-November 1975 data, the latest month for which data are available.

3/ Includes assets of the P.D.R. of Yemen's Trust Fund.

2. External debt manapgement

Since there is no svstematic procedure for the collection and surveillance
of external debt statistics in the P.D.R. of Yemen, the available information
as presented in Table 23 is hased on data rathered in the course of consul-
tation discussions and vhatever other documented sources could be found. As
a result, these deht statistics differ from thoze shown in the bhalance of
paynents table. Accordin~ to Teble 23, deht contracted by the P.D.R. of Vemen,
including undisbursed, rose from SDR 152 million in 1972 to SR 27N million in
1975, of which SPR LT million was from multilatera o~ reanizations (IDA and
the Arab Fund for Economic and Social Develowment), and SDR 21f million from
bilateral sources, Betveen these two vears, disbursements increased bv
SDR 72 million to SDR 06 million. Wy the end of 19Th the vrincipal bilateral
donors were the People's Republic of China (PR 6L million), the U.S.S.R.

(SDR 33 million), Libya (SDR 14 million), Kwrait (SDR 13 million), Ireo
(SDR 12 million), and the Gorman Démocratic Republic (SDR 7 millien).



Tneluding " Including "Tneluding ‘Including

Type of Creditor Disbursed Undisbursed Disbursed Undisbursed visbursed Undisbursed Disbursed Undisbursed
International

organizations 0.k 2.0 2.2 18,1 47

Arab Fund - - 0.6 9.0 20
IDA 0.4 2.0 1.6 9.1 26.

Government loans 21.7 148,71 14.6 185.3

Alreria 3.5 5.3 5.2 5.2

Bulparia -~ - 2.1 22.7

China, People's Rep.of 7.0 73.4 17.1 6L .0

Czechoslovakia - - 3.0 5.1

Denmark —~- - 1.9 2.2

German Dem. Rap. 2.7 6.9 6.6 6.9

Hungary - - 1.0 L.1

Iraq 1.1 9.6 9.l 11.8

Kuwait 0.6 0.9 1.0 12.8

Libyan Arab Republic - 14,0 9.7 13.8

Romania -— .2 -— 4,1

U.3.5.R, 6.5 34.4 17.6 32.0
Others2/ .7 1.7 4.2 4.2
Toteal 23.8 152.3 an-

Table 23.

(In_millions of

Sources: \World Bank and staff estimates.

External Public Debt Outstanding (1972-75)

e ey e e e

l/ Includes loans from the Arab Fund in 1l975.
2/ Including suppliers' credits.




The average terms of loans contracted in 1970-75 are shovm in Table 2,
In general, the P.D.R, of Yemen has succeeded in borrowing on very ‘favorable
terms, as evidenced by the relatively high grant element of its total
indehtedness. The averarge weighted maturity of loans from international
organizations and governments was 27.7 years, including grace periods of
5.7 yearcs the weighted avrrare interest ratc vas 2 ner cent. The
Government's vnolicy has been to avoid short- and medium-term loans, including
suppliers' credits. The totnal of such loans outstanding at the end of 197h
was less than 2 per cent of total indebte’ness, i.e. about SPR b million.
More than half of this amount is due to a suoplier's credit contracted in
197h to finance a fishmeal rlant at 10 per cent interest and +ith a seven~
year renayment period. Mo short-term loans were contracted in 1075,

In view of the concessionary nature of the P.D,R. of Yemen's external
debt, its debt repayments have heen very low and they have not created a
burden on the halance of payments nosition. Actuval repayments of loans were
SDR 1.9 million in 1971 and SDR 1.7 million in 1972: there were no repayments
in 1073 and only SPR 0.2 million in 107k, “ven though precise information
is not availahle, it appesrs that loan repayments vere quite low in 1975,
and that they would continue to be very small in 1076,

Table Pk, Average Terms of Loans from
International Organizations and Governments, 1970~Th

Average “feighted Terms .
Irterest Grace period Maturity Grant

Loan Category (per cent) (vears) (years) Tlement

International organizations 1.9 7.2 36.3 AL, 5

Government loans 2.1 5.0 23.7 52.3
Total 2.0 5.7 27.7 56.2

Source: IRRD.
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VII. Exchange wrc frade Systen

1. Payments_ system

a. Exchanpge rate structure

The currency of the Peovle’s Democratic Perublic of Yemen is the
Yemeni dinar (YD) which is issued by the Bank of Yemen and is defined as
equivalent to 2.13231 srams of fine pold. Ko par value for the Yemeni
dinar has yet been esvaplished. On Jaruary 12 1072 the P.L.7. of Yenen
establisied a central rate of YD 1 = L3"2.60571 and avziled itsell of vider
marrins under paracravh 3 of Fxecutive Loard Decision ho. 3423 (71/12%).
Following the announcewent on Jebruarv 12 1973 that the U.S. dollar was
being devalued, the P.L.X. of Yerer cecided to maintain the cold content ot
its curreacy since then ihe dinar uas beel nesged to tue dollar at the rats
of ¥5 1 = US.L2.8052 (US-1 = YD 0.34539,). The representative rate presently
in force is YD 1 = US.2.0dG

The National Bank of Yemen is the only commercial bank operating in
the country° its buying and selling rates for the U.5. dollar were YD 0,343
per USS1 and YD N.350 per U€S1, respectively, on December 21. 1975. Except
for the pound sterling for wihich buying and selling rates are announced on
a daily basis, quotations for all other prescribed currencies are set weekly
on the basis of the London market rates. Because of this nractice Dbroken
cross rates still remain. Altheugh the spreads between buying and selling

rates for most currencies have been narrowed to 2 per cent, sone still exceed
this limit.

The waintenance of the gold value of the Yemeni dinar in both December
1971 and February 1973 and its pegging thereafter to the U.S. dollar have
resulted in an appreciation of the dinar in relation to the currencies of
the P.D.R. of Yemen's main trading partners. Specifically. the dinar has
resistered an effective appreciation of 11,6 per cent during the period
between the end of 1970 and the end of February 1976.1/ Consequently, over
the same period, the market rate for the Yemeni dinar rose by 3.5 per cent
in terms of the SDR from YD 1 = SDR 2.4 to YD 1 = SDD 2.4844.

v, e e e P

/  The follovlnn formula was used to calculate the h nve in the effec-
tive exchange rate of thie Yemeni dinar A SR = ISy (“ /Z i =D
wiiere A TER  is the chane in effective exchange raLe.
Si is the share of country i in P.D.R. of Yeren s imports.
Zi¢ 1is the equivalent of one Yereni dinar in terms of the
currency of country i at the end of February 1975.
anc iy is the uouivalent of cune Yemeni dinar in “erws of the
currency of country i on December 31 1270.
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b. Adnministration of exchanre control

Beginning December 4 1967 with few exceptions. all payments and
transfers to nonresidents were made subject to prior approval by the
Exchange Controller. OSeveral repulations and ad hoc decisions were issued
thereafter vhich modified the preindependence system and imposed additional
controls pertaining to paymets for invisibles., surrender of export »nroceedc
and receipts {rom invisible and capital movements. These regulaticns were
subsequently incorporated, with minor changes . in the IExchange Control Llaw
(Law to. 16 of 1971 which came into effect on April 21, 1971) and in the
Exchange Control lManual issued by the Exchange Control Cormittee created
under that law.

Administration of exchange control is carried out by the Ixchange
Control Department of the Bank of Yemen (General Denartment for Txchange
Control) through the Fxchenge Control Committee headed by the Deputy
Governor. The Committee may delegate certain povers to the Director of
Exchange Control who is a member of the Committee. Exchange transactions
must be carried out throupgh the intermediary of authorized dealers appointed
by the Cormmittee. The .ational Bank of Yemen is at present the only
authorized bank dealing in prescribed currencies, that is, the curriycies
in which import payuments must be made and export proceeds received.™

Other dealers in foreign exchange, who mey deal only in travelers
checks and banknotes, are classified into ordinary money changers and
secondary dealers. Ordinary money changers whose prinecipal business is the
sale and purchase of foreign exchange for their own account or for the account
of the National Bank are permitted to deal only in currencies not on the pre-
scribed list. Secondary dealers, such as hotels, travel bureaus, and retail
stores selling tourist goods, are permitted to accept payment in foreign
exchange from their customers only and are required to surrender the receipts
in foreign exchange to the ‘lational RBank no later than the subsequent business
day. Whereas the authorized bank and money changers are allowed to charge
a commission for the purchase and sale of foreign exchange as specified oy
the Exchange Control Committee, secondary dealers may not charge commissions
on purchases of foreign exchange from their customers.

c. Payments for imports and invisibles

Payments for imports must be made in prescribed currencies and require
the prior approval of the Exchange Control Ccmmittee, except that imports
against letters of credit or documents may be approved by the authorized
bank. Payments for the o0il refinery‘s imports and for imports into the free
zones are exempt from exchange control.

"1/ The list of prescribed currencies is specified by the Fxchange Control
Committee from time to time. The current 1list comprises the Belgian franc,
the Canadian dollar, the deutsche mark, the French franc, the Italian lira.
the Jetherlands guilder, the pound sterling, the Swedish krona, the Swiss
franc, and the U.S. dollar,



A1l payments for invisibles reouire prior approval by the Committee.
Approval is generally pranted, vrovided that the request for such payments
is considered to represent genuine current payments and that the applicant
has paid all local taxes. vocumentary evidence snecified according to the
nature of the case is required. The basic exchanre allowance for tourist
travel per person per triv is the cuuivelent of YD 125 (YD 62.5 for children
under ten) except that for travel to Kuwait, Oman Sandi Aralia, the Yeuen
Aradb Republiec, Somalia, Ethiopia ., DJibouti. and the PYersiun Gulfr titates, the
allowance is YD 75. Travelers to the Yemen Arab Republic may alternativel--
take out up to YRls 1 000, Travelers mey also take out YD & in domestic
banknotes. Allowances for medical treatment abroad are normally granted
up to the equivalent of YD 200 per person, with higher smounts under excep
tional conditions. Allownnces for other types of travel are granted on the
merits of each case. Nonresidents arc alloved to take out foreipn exchange
up to the amounts declared to Customs upon entry. Foreirn ewployees of
approved enterprises and the WP 0il Refinery are allowed to remit abroad 50 per
cent of their total earnings after tixes. insurance is nationalized:
existing policies have been transferred to tie Jational Insurance and
Reinsurance Company and payment of premiums abroad is not permitted.

d. Export proceeds and receipts_ from invisibles

Except for exports to the Yemen Arab Republic and neighboring coun-
tries as specified by the Exchange Control Committee. export proceeds must
be surrendered in prescribed currencies within six months after the shipment
of goods and be sold to the authorized bank upon receipt. The proceeds of
exports or re-exports to the Yemen Arab Republic and other neighboring
countries may be surrendered in the national currencies of these countries
within the conditions established Ly the Committee. All claims of residents
for services rendered to nonresidents must be collected irn foreipgn currencies
(or received from an External Account as explained below) when due and
surrendered to the authorized bank, with the exception that Yemeni nationals
working abroad are allowed to establish nonresident foreign currency accounts.
The import of domestic currency by travelers is limited to YD 5 a person.

e. Capital movenents

Virtually all capital movements require prior approval by the Exchange
Control Committee. However, external borroving by nonresident firms operating

.in the P.D.R. of Yemen is exempt. DIxpatriates are normally permitted upon

departure to remit their liquid funds to their country of permanent residence.

flonresident accounts may be held by persons not resident in the P.D.R.
of Yemen. The principal tyve of nonresident account is the External Account
in Yemeni dinars. Subject to approval by the Committee. External Accounts
may also be held by certain residents. These accounts may be credited with
proceeds from convertible foreign currency transferred from abroad. with bank
interest payable on these accounts and with balances from other Fxternal
Accounts. Transfers from abroad must ve in the form of bank drafts. External
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Accounts cannot be credited with loecally rais- 4 or locally earned funds or
with payments in the forwm of foreipgn bhanknotes wunless such banknotes are
declared to the Customs aulhorities upon entry. Fxterual Accounts may be
debited for any payments to residents, for transfers to other External
Accounts and for payments abrosd in eny convertibl- currency. The Cormittee
may direct any payment to a nonresident to a Blocked Account. Txcept for
iavestments in specified securitices, balances in Bluckecd Accounts cannot be
used except with prior approval by the Committee. OJecurities acquired with
such approval may be dealt with freely.

Participation of foreign capital in enterprises in the P.D.R. of Yamen
is regulated by legislation enacted in lMay 1971 (Lav No. 23 of 1971 for the
Organization of Industry and Promotion of Industrial Investment which

replaced an earlicer law issued in 1969). This lerislation liberalized
provisions governing foreipn investments in the P.D.R. of Yemen with respect
to transfers of profits and repatriation of capital. Invard foreign invest-

ments approved under this Law moay be granted exemptions from import duties
and various other taxes for specified periods as provided in the legislation.
Rerittance of profits abroad iz permitted, up to 50 ner cent of the annual
net profits, in the currency of the original investment or in any other
currency acceptable to the Committee. Repatriation of the oripminal invest-
ment , calculated on the basis of the surrender or licuidation value of the
enterprise or on the basis of its actual or bookkeeping liquidation value,
whichever is less, is allowed after five years from the commencement of
operation of the enterprise at the rate of 25 per cent of such value per
annum, Interest due on loans obtained abroad after tlhe enterprise is
established may also be remitted, provided that all duties, taxes, and other
government dues are paid. TForeigners working in the enterprise may transfer
up to one half of their salaries or wages after income tax.

2. Trade system

Most imports and exports have been subject tc individual licensing
since September 1969, Exempt from licensing are inports of the refinery
as well as most overland trade with the Yemen Arab Republic and trade with
other neighboring countries which are subjegt to special provisions as
issued by the yinister of Trade and Supply.~ Imports frem and exports to
Israel and Rhodesia are prohibited. Temporary restrictive orders may be
issued from time to time, with a view to preventing overstocking of some

1/ In addition, the following are exempt from licensing requirements:
personal effects brought in by travelers, trade samples, imports by foreign
embassies and U.¥. agencies ¢gifts in money or kind not exceeding YD S0,
books and publications issued by the U.J. and its agencies, and supplies
(fuel, water, food, etc.) for ships and plunes which call at the P.D.R. of
Yemen'’s ports.
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commodities or encourapging the sale of locally manu"actured substitutes. '
Export licensing is maintained partly for statistieal purnoses. Ilmporters

a3 well us exporters must reprister with the Trade Reristrar in the Ministry

of Trade and Supply and this registration is teo be renewed each year. Under

Law o, 37 of 1969, the commercial apents for foreign firms were restricted

to Yemeni nationals as of April 1 1970.

A law for the Organization of Ioreign lrade enacted in Hay 1971
{Law No. 21 of 1971) creuted a separate entity of the rinistry of Economy
and Industry (General Department for Foreipgn Trade) to assume the planning
as well as the administrative aspects of foreign trade. In 1975, a new
ministry, the Ministry of Trade aud Supply. was created to take over full
recponsibilities with repard to the aluwinistration of foreipn trade as
contained in Law No. 21 of 1971, and dowestic distribution of imported roods.
The management of foreign trade is effected through a linkage between the
annual exchange budget ana the annual import vrogram. The Committee on
Foreign Exchange, that is composed of the IMinister of Trade and Supply, the
Governor of the Bank of Yemen and the Director General of the General
Departiment for Foreign Trade, formulates the exchange budget on the basis
of expected foreipn exchange earnings from domestic sources as well as
aid flows. In the light of overall foreigh exchanre availability. the
binistry of Trade and Supply formulates the import prormram. Several factors
are taken into account in preparing such a propram including market need
for various commodities, development ouvjectives, and the implementation
of the provisions of bilateral trude and economic cooperation apreements
with other countries. An import plan establishing quotas for various ‘
groups of imports is then determined on the basis of their relative im-
portance and individual immort licenses are issued to ensure allocation
of exchange consistent with the objective of the import plan. Both the
exchange budget as well as the import program are zubject to revisions and
ere implemented flexibly in view of changes in the cize of exchange earninn:,
import needs and changes in priorities assigned by the import plan.

Prior to 1970 the import trade and the domestic distribution of
imported commodities were handled by the private sector. Law Yo. 37 of
1969 set up a state board of trade under the Economic Organization for the
Public Sector to assume the trading activities of the nationalized coumpanies.
After some reorganization oi structure and responsibilities, the two public
corporations that took over nationalized trade are: (a) the Jational Commany
for Foreign Trade, which has a monopoly over imports of all consumer goods
including foodstuffs, automobiles and other general rovernment requirements,
and (b) the National Company for Druys, which has the responsibility for
medical supplies and hospital equipment. Apart from these two organizations,
certain agricultural cooperative unions are also authorized to import
agricultural inputs and fruits. The public sector as composed of the two
national comnanies and the cooperative unions accounted for about 97 per
cent of total imports in 1975. The ilational Company for Home Trade is
responsible for the domestic allocation and distribution of the commodities
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imported by the efore -mentioneu nutions! comparics. Virtually all private
sector imports are financed under tle own exehanpge’ imports scheme. Under
this scheme, Yemeni nationals are allovwed to iinort e large variety of
imports as long as they are financed by their ovn foreizn exchange sources.
The most comumon procedure under this srrangement is for a Yemeni nationnl

to have someone abroad finance a specified import that is cousistent with
the overall annual import program. Import of cars is specifically disallowcd
under this scheme as a fuel conservation meazsure while imports of foodstuf T
clothing, raw materials, and other essential items are encouraped. Further-
more , unless obtained for personal use, imporvs which are subJect to
distribution by the tetional Company .ov liome Trade have to be sold to the
Compaily at the predctermined prices.

Until December . 1970 Aden was o free port. The only commodities
subjJect to import tariffs were alcoholic beverages, ciporettes and tobacco,
gat. eggs, and nonpotable ulcohol. The Government introduced on that date
pursuant to Lav No. 29 a general import tariff which terminated the free
port status of Aden and cstablished free zones vithin the port. Transactions
in the free zones are not subject to import tariff and are generally enempt
from exchange and trade controls except that the proceeds of exports and
re~exports financed originally by the authorized bank are subject
to the surrender requirement discusszd earli~r. 1n all cases, exporters
Trom the free zones are required to undertake to repatriate commissicns,
profits and other expenses relating to the processing of goods in the zones
in convertible currencies and surrender them to the authorized hanl. Trans-
actions between the free zones and the rest of the country are subject to
all exchanpge and trade repgulations applicable to imports and exports.
Recently the Government has taken steps to promote the re-export trade
through the free zones, suclh as the extension of credit facilities in
foreipgn exchange for at least six mrnths to finance imports and their sale
in these arcas or re--exports. Moreover, foreign firms are now allowed to
establish tax exempt sales and production facilities in the free zones.

Most of the imports, other than to the free cones, are subject to a
comprehensive tariff schedule with rates ranging b:tween 1 per cent and
160 per cent, the hirher rates are concentrated on nonessential manufactured
consuuer goods while low rates apply to foodstuffs, raw materials, and

equipment. Some imports are subject to specific duties. Taeriff policy is

primarily aimed at fiscal objectives and is not intended by and laree for
protection of domestic import substituting activities.
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3. Trade and payments ar-eoments,

There are no bilateral paymernts apreerents. The P.D.R. of Yemen has a
number of trade apreemenis containing the moat-fuvored-nation claugse, It
also maintains econowic and technical cooperation agreements with Upypt,
Iraq, the Libyen Aral Repuihlic., Algeria, the Feoplo's Nenublic o1 China,
the U.S5.8..4., the Nenocratic German Republic, Nungary, Yagoslavia DPulparl-
and a few other countries. These apreements jonerally provide for loans
or lines of credit to be usced by the P.D.R. of Yemen ns well as conditions
of utilizotion and terms of repayment. It is stipulat-2d in these agreements
that repayments must be made in couvertible currencies,

b, Gold

Only the monevary aubhiorities and authorized dealers may purchase,
hold or sell rold bullion. Licensed proldsmiths may purchase, hold and
sell other unworked pold and gold coins and ornaments up to sypecified limits
sel by the Exchanre Control Conmittce. Other residents may hold gold only
in the form of ornaments oy numismatic coins., Exports and irmorts of rold
by repistered goldsmiths require licenses issucd by the General Department
for Foreign Trade (!finistry of Trade and Supply) except in special cases
where the consent of the ixchange Control Corumnittee is also required.
Travelers may bring in or take out reasonable amounts of gold ornaments
not excceding YD 250 in value for incoming travelers and not exceeding
YD 100 for departing travelers. Imports and exports of rold by travelers
are subjrct only to customs control. but incouiing travelers wishing to sell
£0ld coins or bullion they carry with then, must do so to an authorized
dealer.

5. Chanpes in 1975

The following changes in the exchange and trade system have occurred

in 1975.

a. The ldnistry of Trade and Supply was established to take over the
management of international trade and domestic distribution of imports.

b. The limit on outward remittances by expatriate workers at the B.P.
Refinery was raised to 50 per cent of their income net of taxes as against
three-eighths previously.




- 61 - APPLNDIX

Table 25. P.D.R. of Yemen: Domestic Product
at Current Prices, 1909-72

(In thousands of Yemeni dinars)

1969 1970 1971 1972
Apriculture 13,444 13,165 14,590 15,264
Mining and quarrying 32 47 48 55
Manufacturing 17,731 17,059 9,703 10,271
Electricity, gas and water 1,021 1,097 1,122 997
Construction 550 680 1,475 3,163
Wholesale and retail trade 16,197 14,324 13,292 11,898
Transportation, storage and
communications 4,557 4,644 4,496 4,447
Finance, insurance, real estate and
business services 2,651 2,882 2,717 2,652

Community, social and personal services 11,779 13,478 13,929 14,613

A. Net domestic product

(at factor cost) 67,962 67,376 61,372 63,360
B. Consumption of fixed capital 2,339 2,333 2,482 2,468
C. Gross domestic product

(at factor cost) 70,301 69,709 63,854 65,828
D. Indirect taxes 909 1,064 1,201 1,401

E. Net domestic product (at market
prices (A+D)) 68,871 68,440 62,573 64,761

F. Gross domestic product (at market
prices (C+D)) 71,210 70,773 65,055 67,229

Source. Central Statisitcal Office.
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Table %. P.D.R. of Yemen: Industrial Production

Virst o aontiis
Industry Units 197 17T 1072 173 1074 197k 1075
Cotton linters Tons 4,639 5,6Lk4 L ,288 4,266 3,597 ces ces
Electric power !lillion kwh 115 127 138 136 131 65 cen
Water Million litres . o 17,545 18,771 17,344 16,293 8,033 .o
Shipbuilding and repair Numbers 204 352 LL3 326 350 200 168
Soft drinks Million bottles 13 13 1k 15 18 8 cen
Vegetable oils Thousand kgs. .eo 1,088 1,019 1,242 578 221 .en
Vegetable cake Thousand kgs. ces 5,193 5,724 7,834 4,20k 2,07k cee
Salt Tons 76,000 66,168 71,128 42,815 34,270 13,182 cee
Matches Gross . 97,01k 222,489 190,666 231,121 122,294 107,098
Paints Thousand litres “oe 68 265 229 398 190 230

Shirts and tailoring Numbers 50,123 20,314 87,249 108,245 280,069 137,453 163,075 !

Packed and skim milk Thousand litres o 431 L87 6uL2 519 289 886 o

Unpacked milk Kilograms . 5,607 L, LTT 16,756 264,669 62,392 368,347 e

Cigarettes Millions - - - 137 318 148 . '
Sheep and geat skins Dozens - - - 7,722 7,679 7,679 3,981
Patent leather and lining Square feet - - - 21,560 177,075 160,576 36,799
Cow and camel skins Pounds - - - 15,844 89,488 6,401 21,550
Chamois leather, furs, etc. Skins - - - 15,377 2,926 850 1,345
Paper bags Tons L17 453 L69 Lot 301 143 v
Agriculture machinery spares Value in dinars -- - - L2,104 59,805 coe .o
Plastic household utensils Tons - - 12 19 33 13 19
Tiles Hundreds 7,350 9,552 4,934 5,853 3,606 .. . es
Aluminum utensils Tons 118 133 111 127 139 L9 112

Source: Central Statistical office.

e
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Table 27. P.D.R. of Yemen: Five-Year Development Plan, 1974/75-1978/79: Ilnvestment Expenditures by Sector

(In thousands of Yemeni dinars at 1972/73 prices)

Sector 1974/75-1978/79 1974/75 1975/76& 1976/77 1977/78 1078/79
Industry 13,456.8 L 269.2 2,633.8 2,845.8 2,301.0 1,407.0
Agriculture and fishing 27,711.2 7,72L.5 7,063.9 5,958 .4 L,;155.1 2,809.3
Transport and communications 19,159.0 3,831.0 5,089.8 5,335.0 L, oTL. 2 T79.0
Geological and mineral survey 879.C 287.17 203.0 167.5 199.7 20.8
Educat.on 6,060.0 690.0 1,370.0 1,320.0 1,530.0 1,150.0
liealth 3,410.0 280.0 270.0 780.0 995.0 1,085.0
Housing and municipalities 3,563.0 708.0 7G8.5 738.5 634.0 66L.0
Other social services 1,119.5 L3L,8 566,7 48,0 40,0 30.0

Total 75,358.5 18,2285.2  17,965.7 17,243.5 13,979.0 7,945.1

(In per cent)
Industry

17.9 23.4 1b.7 16.5 i6.5 7.7
Agriculture and fishing 36.8 k2.4 39.3 34.6 29.7 35.k
Transport and communications 25.h 21.0 28.3 31.2 29.1 9.8
Geological and mineral survey 1.2 1.6 1.1 1.0 1.b 0.3
Education 8.0 3.8 7.6 7.7 10.9 14,5
Health L.s 1.5 1.5 L.s 7.1 13.7
Housing and municipalities L.7 3.9 .3 L.3 4.9 8.4
Other social services 1.5 2.k 3.2 0.3 0.3 0.4

Source: Ministry of Planning.

Hote: Due to rounding components may not add up to totals exactly.

—€9_
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Table 28. TI.D.R. of Yemen: Five-Year Development Plan, 19TL/75-1978/79: Financial Sources

(In thousands of Yemeni dinars at 1972/73 prices)

Sources 197L/75-1978/79 1974775 P 197771 1977/7¢
sevelopment Fund 18,694.8 L,338.7 L,8L3.4 3,789.8 3,263.6
Banking system 8,593.5 3,36L.4 1,838.5 1,375.2 1,184.C
Self~-Tinancing by firms and corporations 6,872.0 1,510.9 1,419.8 1,359.2 1,283.2
Irivate sector 32C.0 47.0 235.0 20.0 14.0

Subtotal for internal financing 34,486.3 9,261.0 8,33¢.7 6,58k4.2 5,TLS.4
Lxternal financing 40,872.2 8,96k4.2 9,629.0 10,059.0 £,233.6

Total 75,358.5 18,225.2 17,965.7 17,2L3.5 13,979.0

(In per cent of total)

Development Fund 2L.8 23.5 27.9 22.0 23.3 31.6G
Banking system 11.4 18.4 10.2 8.0 £.5 10.5
Self-financing by firms and corporations 9.1 8.3 T.9 6.1 g.2 15.8
Private sector 0.4 9.3 1.3 0.1 0.3 0.1

Subtotal for internal financing 45.8 50.8 LY 38.2 41,1 574
External financing 54,2 L4o,2 £3.6 €¢1.8 58.9 he.¢

-i;g_

source: Ministry of Planning.

Hote: Duc to rounding components may not add up to totals exactly.
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Table 29.

of Yemen:

(Tn_thousands of Yemeni dinars)

Financial Sources of Investment Under the Second Plan

Initial Targets

Revised Targets

Apr.-Dec.

Sources 1974/ 75 1975 1974/75 1976
Development Fund 4,338.7 L, 8L3.L 14,L9L .5 8,500.5 22,511.L
Banking system 3,36L .4 1,838.5 3,597.7 2,215.1 2,283.4
Self-financing by firms and corporations 1,510.9 1,419.6 3,036.0 2,6150.6 &,r.i.:
Private sector 47.8 235.0 — 375.2 254

Domestic financing 9,261. 8,336.7 21,:28.2 2,701.4 2¢,821.0
External financing 5,964, 2 9,629.0 8,630.5 9,512.9 18,688.8

Total 16,225.2 17,965.7 29,758.7 L5,509.8 20,00L.0

(In per cent)

Development Fund 23.3 27.0 58,7 5.7 4o.5
Banking system 18.5 10.2 12.1 6.7 5.0
Self-financing by firms and corporations 8.3 7.9 10.2 7.9 3.9
Private sector 0.2 1.3 == 1.1 0.5

Domestic financing 50.8 L. b 71.0 55.9 67.8
External financing Lha,2 53.6 29.0 Li.i .2

Source: Ministry of

Planning.
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Table 30 .

P.D.R. of Yemen: Summary of the Tax System, 1976

(All amounts im local currency umits)

Tax

Nature of Tax

Exesptions and Beductions

ates

A. Central Government

l. Texes on net incoms and profita

1.1 Taxes on ies, corporations
and C”QQI';I.I

1.11 Corporate income tax
Taw Wo. B of 1951; amended
by Law No. 22 of 1968, Law
No. 35 of 1959 asd Lar ¥o.

52 of 1971.

1.2 Taxes on individuals

1.21 Individual income tax
Law Wo. 8 of 1901; amended
by Lav No. 22 of 1968, Law
No. 35 of 1969 and Lav ¥o,
52 of 1971.

Teax obn the net profits of all companies including
private companies, nationalized companies and
public enterprises. The net profits for the year
are assessed at the beginning of the year and the
tax is paid in advance in quarterly installments.
A financial review is undertaken at the end of
the year and an adjustaent in the amount of tax
paid is made, The profits of the British Petrol-
eum Company (BP) are determined in accordance with
a special agreement: the net profit is assessed
at 500 fils per ton for the first 4 million tons
of refined oil produced and 375 fils for the
remainder. The minimum tax to be collected from
BP per year is YD 600,000,

Annual tax on the net income of individuals who
conduct their own privete businesses.

Companies that qualify under the Emcouragement of
Investment Law ¥o. 23 of 1971 can be exempt from
the tax for 3 to 8 years.

Beductions: YD 300 for a married person; YD 175
for a single person; YD 75 for each dependent;
i{nsurance and educational expenses.

37.5 per cent om

net profits
Taxable
Ineope Per
(YD pur xoar) Cent

201-400 15
401-800 20
801-1,200 25
1,201~1,600 0
1,601~2,000 3%
2,001«2,500 0
2,501~3,000 45
%,001=k ,000 50
4,001-6,000 55
6,001-8,000 60
8,001-10,000 65
10,001 and over 75

- g9 -
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Table 30, P.D.R. of Yemen: Summary of the Tax System, 1976 (continued)

(All amounts in local currency units)

Tax Nature of Tax Exemptions and Deductions Rates
1.22 Tax on vages and salaries Annual tax on the salaried employees in the The Specilal Tax does not apply to employees Special Tax
private and public sectors. This tax {s of the Central Government or to salaries Taxable
applied in two stages: (1) a Special Tax is below YD 282 per year. Per
withheld from the salaries of all employees ) Cent
except those of the Central Governament; Deductions for computing individual tax: 5.0
(2) any balance remaining after subtracting YD SO0 for s married person; YD 350 for 7.5
the amount of Specisl Tax paid and other s single person; YD 70 for each dependent; 10.0
deductions is subject to the individual and insurance and educational expenses. 12.%
income tax. L81e540 15.0
541-600 17.5
601900 27.5
901=1,200 57.5
1,201-1,800 42,5
1,801-2,400 k5.0
2,401-3,000 b7.5
L7.5

3,001 apd over
Individual Tax
Same as in 1.21.

Social Security contributions

None.

Payroll taxes

None.
Taxes on property
None.

Taxes on goods and services

5.1 General sales tax

Noae.

pafiiv N



Table 30. P.D.R, of Yemen: Summary of the Tax System, 1976 (continued)

(All amounts in local currency units)

Tax . Nature of Tax Fxemptions and Deductions Rats

5,2 Selective excises

5.21 Excise taxes on agricule Taxes on all agricultural products except qat Noae

Per
tural production sre ad valorem. The taxes are collected from Product Cent
1aw No. 2 of 1901; amended the farmers through the cooperatives. Two Cotton 10 and 15
by Law No. 46 of 1972. different rates are applied on cotton produc- Cereals 15
tion depending on the form of land ownership. Dates 15
Tobacco 15
Fruite and
vegetables 10
Other 10
Qat 250 tile
per 1b.
5.22 Excise tax on fisheries An ad valorem tax is collected from the Public None _-.3 per cent
Corporation for Fish Wealth which buys the
fish from producers at fixed prices.
5.2% Excise tax on soft drinkas Specific tax levied on the sales of soft drinks. Nops Unit Rate
aunee 1 rils
5.24 Excise taxes on petroleum Specific taxes per gallon on the sales of None Product Rate
products various petroleum products. Benzine o f1ls
Law No. 2 of 1961; amended Kerosene 11 tils
by Law No. 28 of 1970. Diesel 1€ £11s
Mazot 61 rils
Lubricating
oils 61 tils
5.25 Excise tax on cigarettes Specific tax per 1,000 cigarettes. Nope Brand Rate
Law No. 28 of 1970. Pall Mall YD L4520
Radfen YD 2,765

- gy -
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Tabls 30. P.D.R. of Yemsn: Summary of the Tax System, 1976 (comcludad)

(ALl smounts in local currency units)

Teax

Nature of Tax

Exemptiors and Deducticns

Rates

6. Taxes on international trade

and_trensactices

6.1 Taxes oo imports
6.11 Customs duties

Wo, 2 of 1961; amended
by law No. 28 of 1970 end
Law Bo. 12 of 197k.

7. Othar taxes
7.1 Stasp taxes

Taw Wo. 5 of 1961; amended

by Law No. 8 of 1971,
Other levels of Govermment

No information availadble.

The tariff schadule is based on the Brussels
Nomenclature System. Duties are mainly ad
wvaloresm although specific rates apply in
SOmN CRRNS.

A atamp duty app .led to wmost legal documsnts
relating to contracts, traasactiocns and
registratiocns.

Anong the items vhich are exempt from
{mport duties are grains and fruits for
seeding, cotton seed, crude petroleus
intended for refinsries, fertiliters,
printsd materials, materials used for
construction of means of transportation,
and materials used for teaching.

A feu types of documsnts are exempt.

Except for a few selected
items, all imports are
subject to duties. Basic
foodstuffs, reaw materials
sad capital goods are
subject t0 lovw rates of
dauty while luxury items
are subjsct to high rates.
The schedule covers 15

different ad valoren rates
as follows: 0, 1, 2, 3,
5, 10, 15, 20, 25, 30, 4o,
50, 75, 120 and 160 per .
cent. Specific rates epply
-]

to 2k items (see A ix
mu-ump).m '

Some retas are fixed,
others are proportioasl
or progressive.

Source: Ministry of Finance.

XTI MM3ddv
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Table 31. P.D.R. of Yemen: Summary of Tariff
Schedule: Ad Valorem Rates

Exemptions:

1 per cent:

2 per cent:

3 per cent:

5 per c-mt:

10 per cent:

Bulbs, plants and other roots; cottonseed, grains, kernels and
fruits for seeding; crude petroleum and shale oil intended for
refineries; fertilizers; newsprint; printed bnoks,

newspapers, magazines, music sheets, printed maps, technical
drawings, postage and revenue stamps; coins; materials from
iron and steel used for the construction of railroads and other
means of transportation; apparatus, materials and models for
teaching; and scientific items used for collections and
antiques for over 100 years.

Metal-bearing ores.

Soft coal, lignite, coke, coal gas, water gas and production
gas; carbon: granules, powders, cellulose nitrates and
cellulose nitrate soluticns; lamb wool and other animal hair,
not sorted or scoured; jute, not spun; cast iron and ferrous
alloys; copper ores and ailloys of copper; matte nickel, raw
nickel, nickel waste and scrap; raw aluminum, aluminum waste
and scrap; magnesium ore, magnesium waste and scrap; unwrought
lead, lead waste and scrap; unwrought zinc, zinc waste and
scrap; unwrought tin, tin waste and scrap; engines used for
agriculture and fishing.

Lamb wool and otheyr animal hair, sorted or scoured.

Grains; milk and cream; crude and reconditioned rubber; animal
food preparations; pharmaceutical preparations; firewood;
natural cork; materials used in the manufacture of paper;
numerous items under the following categories: 1live animals
and their products, animal and vegetable oils, minerals and
mineral products, chemicals and chemical products, synthetic
resins and plastics, glass and glass products, ordinary metals
and products thereof, transportation materials, and precision
instruments,

Salted fish; cheese and milk dregs; fruits; tea and

spices; umbrellas; canes; brushes and brooms; numerous

items under the following categories: 1live animals and their
products, vegetable products, animal and vegetable oils, food
industry products, minerals and mineral products, chemicals
and chemical products, synthetic resins and plastics, hides
and skins, wood and wood products, paper and products thereof,
textile fibers and textile products, glass and glass products,
ordinary metals and products thereof, machines and electrical
equipment. transportation materials, and precision instruments.




- 71 - APPENDIX

Table 31 (continued). P.D.R. of Yemen: Summary of
Tariff Schedule: Ad Valorem Rates

15 per cent: Shellfish and jellyfish; birds' eggs; natural honey; coffee;
preparation of fruits and vegetables; natural cork products;
numerous items under the follnwing categories: vegetable pro-
ducts, food industry products, minerals and mineral products,
chemicals and chemical products, hides and skins, wood and wood
products, paper and paper products, textile fibers and textile
products, glass and glass products, ordinary metals and products
thereof, machines and electrical equipment, transportation
materials, and precision instruments.

20 per cent: Natural sponges; amber; sago flour; meat extracts; syrups
and molasses; cocoa paste; cereal-based products; soup;
soda and mineral water; shaving cream; fireworks; matches;
basketwork products; artificial flowers and fruite+ imitation
jewelry; numercus items under the following categories: syn-
thetic resins and plastics, hides and skins, textile fibers
and textile products, glass and glass products, machines and
electrical equipment, and transportation materials.

. 25 per cent: Fresh fish; bird skins; crude and semiprocessed ivory; cocoa
powder; belts, tires, tubes and wheels; bovine and chamois
~kin; saddles and harnasses; hand fans; spoons, forks and
knives with handles made of expensive material; cabinets and
safety boxes; electrical apparatus for shaving and cutting hair;
electrical water heating apparatus.

30 per cent: Fresh bananas; preserved shellfish and jellyfish by-products;
chocolate; perfumes, cosmetics and toilette products; leather
and leather apparel; raw fur skins; carpentry products used
for construction; carpets and rugs from wool or hair; fabrics,
garments, and textiles from wool or soft hair; stones for
construction; bricks and tiles; nonelectric water heaters for
home use; washers for household use; vacuum cleaners; motor
vehicles not used for public transportation.

40 per cent: Pigs; pork meat; dressed fur skins; wood frames; household
utensils made of wood; fine carpentry articles; wallpaper and
windew transparent paper; silk fiber; silk fabrics and garments;
articles for interior decoration made of metals; air conditioning
units; seats and couches.

50 per cent: Flowers and plant parts used for ornamental purposes; imitatiom

fur skins; cigarette paper; silk carpets and rugs; handmade
tapestries; precious and semiprecious stones.
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Table 31 (concluded). P.D.R. of Yemen: Summary of
Tariff Schedule: Ad Valorem Rates

75 per cent: Salt; manufactured fur skins; human hair, wigs, false beards,
and other false hair; articles used for decorative and orna-
mental purposes.

120 per cent: Cigars.

160 per cent: Cigarettes.
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Table 32. P.D.R. of Yemen:

Summary of Tariff

Schedule: Specific Rates

(In Yemeni dinars)

APPENDIX

Item Unit Rate
Horses and mules Head 2.000
Cows and buffaloes " 1.000
Sheep and goats " 0.150
Beer Gallon 0.846
Nonalcoholic grape juice " 0.846
Wine " 0.870
Effervescent wines " 0.570-2.000
Vermouth wines " 0.570
Aprle and pear drinks " 0.570
Ethyl spirits " 0.850
Other spirits " 0.400-8.000
Crude petroleum and shale oil not

intended for refineries " 0.070
Benzine upon importation or exit

from refineries 0.094
Kerosene " 0.011
Gas oil " 0.015
Diesel oil " 0.015
Fuel oil " 0.005
Greasing oils " 0.061
Vaseline and paraffin oil " 0.061
0il gases Kilogram 0.006
Imported cigarettes 1,000 0.500
Butter and cooking butter Net pound 0.010
Raw tobacco " " 0.100
Qat " " 0.250




Table 33. P.,D.R. of Yemer

..n millions of Yemeni dinars)

Consolidated Balance Sheet of National Bank of Yemen

December September
1969 1970 1971 1972 1973 197k 1974 1975
Liabilities
Totel deposits, of which: 13.82 15.97 15.70 16.53 20.29 23.67 2k, 14 £29.10
Government deposits: Demand (0.08)  (0.0k) (0.45) (0.47) (2.34) (2.54) (2.06) (2.91)
Time (r.71)  (o0.2k) (r.22) (1.16) (1.31) (1.80) (1.69) (1.61)
Other deposits: Demand (5.59)  (4.57) (5.85) (6.03) (7.73) {10.29) (11.54) (13.61)
Time and savings (6.45)  (8.10) (&6.96) (7.89) (7.46) (7.95) (T.41) (9.58)
Deposits against letters of credit (==Y (1.02) (1.22) {0.98) (1.45) (1.09) (1L.44) (1.39)
Credit from Bank of Yemen - 1.02 - - -~ - - -
Balances due to local banks 1.58 - - - - - - -
Balances due to foreign banks 0.88 0.50 0,36 0.61 0.69 1.4k 0.97 1.47
Bills payable in foreign currencies - - 1.47 1.49 2.L8 3.77 3.09 2.90
Deposits in foreign currencies - - - - 0.52 0.82 0.82 2.1k
Capital accounts 0.40 0.35 3.37 3.48 3.65 h.59 3,85 L.4
Other liabilities 7.21 Loht 1.60 1.49 2.22 2.7h4 3.15 2.91
Total liabilities = assets 23.89 20.31 22.49 23.61 29.85 37.03 36,02 42,92
Assets
Cash 0.L7 0.36 0.53 0.58 0.58 1.14 1.12 1.43
Balances with Bank of Yemen 0.80 0.56 0.h7 3.05 €.37 2.99 3.30 5.17
Balances with local banks 1.63 - - - - -— - -
Balances with foreign banks 5.20 1.71 3.37 2.33 2.28 1.12 2.4k L.69
Bills receivable in foreign currencies - - 1.k42 0.82 0.59 0.77 1.02 1.24
Bills receivable in local currencies - - 1.07 1.36 1.93 2.83 2.3k 1.26
Treasury bills - - - 2.00 2.00 - 2.00 2.00
Credit to Government - - 0.30 0.12 0.19 0.20 0.29 0.02
loans and advances 9.08 9.92 9.55 7.86 8.33 16.10 16.52 18.46
Claims on the Economic Organizationl/ - - 3.472/ 3.3 3.36 3.36 3.36 3.33
Investments: Iocal 0.4o0 0.25 0.05 0.05 0.05 - 0.05 -
Foreign 0.10 - - 0.01 0.01 0.06 0.06 0.07
Other assets ) 6.22 T.52 2.26 2.12 4.16 8.46 3.52 5.25
Source: Bank of Yemen.
1/ Claims on nationalized banks.
2/ aims on Economic Organization were included in .er assets before 1971.
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Table 34. P.D.R. of Yemen: Balance Sheet of Bank of Yemen
(In millions of Yemeni dinars)
December September
1969 1970 1971 1972 1973 1974 1974 1975
Liabilities
Currency in circulation 21.72 24 .81 26.43 29.42 32.95 36.94 36.27 Lo.09
Notes (21.38) (2k.Lks) (26.05) (29.05) (32.57) (36.54) (35.88) (39.6L4)
Coins (0.34) (0.36) (0.38) (0.37) (0.38) (0.40) (0.39) (0.L5)
Balances due to banks 0.80 0.56 0.47 3.05 .38 2.98 3.38 3.Lk
Foreign liabilities _— - - - - 3.89 - 10.02
Allocation of SDRs - 1.54 2.83 L. 4,11 4.11 L,131 L,11
Capital 0.25 0.25 0.25 0.50 0.50 0.50 0.50 0.50
Reserves 0.35 0.35 0.35 - -~ 0.25 0.25 0.25
Other liabilities 1.31 0.91 1.6k 0.97 1.58 4,31 1.16 0.91
Total liabilities = assets 24,43 28 L2 31.97 38.05 45,52 52.98 5,67 59.32
Assets
External assets 23.34 2h.T1 2L .66 25.71 26,2k 23.28 24,03 24.08
Gold (0.25) (0.25) (0.25) (0.25) (0.25) f0.25) (0.25) (0.25)
Foreign exchange (22.25) (22.19) (20.85) (20..4) (21.18) (21.50) (22.24) (22.37)
IMF pold tranche (0.84) (1.56) (1.56) (1.56) (1.56) (-=) (=) (==)
Holdings of SDRs (-=)  (o0.11) (1.99) (3.26) (3.25) (1.53) (1.54) (1.41)
Claims on National Bank - 0.99 - — _— - — —
Claims on Government (net), of which: 0.99 2.72 6.93 11.99 18.63 28.17 20.88 33.58
Goveranment securities (0.77) (0.87) (0.87) (0.87) (0.87) (0.87) (0.87) (0.87)
Treasury bills (=-) (--) (2.00) (--) (==) (0.45)  (0.45) (~=)
Other credit (==)  (1.63) (3.84) (11.12) (17.76) (26.85) (19.56) (32.71)
Deposits with the Treasury (c.22) (0.22) (0.22) (-=) (=-) (==) (--) (-=)
Other assets 0.10 - 0.38 0.35 0.65 1.53 0.76 1.66

Source: Bank of Yemen.

_SL-

XIQAddV



Table 35.

(In millions of Yemeni dinars)

P.D.R. of Yemen:

Monetary Survey

December September
1969 1970 1971 1972 107 4 197hL 1974 1975
Foreign assets (net) 27.76 26 .01 27.57 26,83 25.46 15.33 £2.69 13.55
Banking system 27.76 25.92 27.62 26.77 25 .43 15.3: 22.67 13.55
Bank of Yemen (23.34) (24,71) (24.6€) (25.71) (26.24) (19.39) (24.03) (14.06)
Commercial banks (4.k2) (1.21) (2.96) (1.06) (-0.81) (-k.0B3) (-1.36) (~0.51)
Government - 0.09 -0.05 0.06€ 0.03 0,02 0.02 0.01
Claims on Government (net) -0.80 2.35 5.61 12.42 17.14 2L, 01 19.40 30.82
Claims 0.99 2.72 7.23 1h,11 20.82 28,37 23.17 35.60
Deposits -1.79 -0.28 -1.67 -1.63 -3.65 -4, 34 -3.75 =L, T4
Counterpart of government
foreign exchange - -0.09 0.05 -0.06 -0.03 -0.,02 -0.02 -0.01
Claims on nongovernment sector 9.48 10.17 10.67 9.27 10.31 16.93 18.91 19.72
Total assets = liabilities 36,4k 36.53 43.85 L8.52 52.51  58.25 €1.00 6L.10
Money 2¢.8L 29.02 31.75 3k,87 40.10 u6.09 L6.69 52.27
Currency outside banks (21.25) (2b.bs) {(25.90) (28.84) (32.37) (35.82) (35.15) (38.56)
Private demand deposits (5.59) (L.57) (5.85) (6.03) (7.73) (10.29) (11.54) (13.61)
Quasi-money 6.u5 9.12 8.18 8.87 3.91 9.04 6.85 10.75
Allocation of SDRs — 1.54 2.83 L.11 L,11 L,11 L,11 L.11
Other items (net) 3.15 =1.15 1.09 0.67 -0.21 ~0.97 1.35 -3.03

Source: Bank of Yemen.
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- 77 - APPENDIX
Tahle 36, P,D.R, of Yemen: Balance of Payments, 1971-765/
{In millions of SDRB)L/
Pr-lim. Est, Projec,
1971 1472 1973 1974 1975 1476
A, Goods, uervices and private
Transtevs 0,0 <26, 42,6 -Bi.3 76,0 97,0
Fxports, f.0.b, 6 e 2.6 1506 F0.5 2140
Domestic exports iRt 10,9 vy 7.9 12.0 17.2
Re-exports 19.:- 14.8 9.1 7.7 8.5 9.8
Imports, c.i.f. 3/ <104, =96,0 -108.3 -1,3.h -154.0 -1B4.0
Petroleum - 6.0 -6.5 I <3701 =374
Other -Gf8,2 -89,5 2100, -120.3 -116.6
Services and trarncfers 7.€ Ly, hs,1 56,5 57.9 00.0
Shipping, aviaticn and
insurance 11.0 4.1 L,y 2.1 345 cee
Investment income b 2.6 3ol 5.7 3.5 oos
Other services 5.9 1.8 9.8 S.0 1.4 oo
Government n.i.c. 2.9 1.7 =0.% S.b 2,0 vos
Transfers (net) 4,8 25,0 26,1 2h,y 37.1 cee
Of which: Government transf. (1.0) (--) (0.5 (0.7) (--) .
Private transfers (47.8) (2v,0) (27.6) (33.6) (37.1) .
B. Miscellaneous capital and net
errors and omissions 2.3 2.6 18, 16,7 2g.h 0 21.0
Central Government investment -- 1.0 -- -- - -~
Local government assets “ee .- 1.7 -- -- -~
Private long-term capital cee 1.7 1.2 .8)
Private short-term capital 1.7 16.5 13,0 ) 20,4 21,0
Net ervors and omissions 2.3 8.2 -1.9 -0.1)
C. Grants and loans received by
Government 3,4 8.9 20.9 39.8 35.9 45,0
Official grants received 1.0 - 0.5 0.7)
Drawings on loans received k.3 10,6 20.4 39.3 ) 3.9 45,9
Repayment of loans -1.9 -1.7 - 0.2 )

D. Total (A through C) 0.7 -L.8 -3.3 -24.8 .19.7 -31.0
Trade balance -76.6 -70.3 -B7.7 -137.B -133.5 -157.0
Other goods and services 22,8 19,2 17.0 22.2 20.4 ) (o0
Private transfers L47.8 25.0 27.6 35.6 37.1 )
Governnent transfers 1.0 - 0.5 0.7 -

Capital of nonmonetary sector
(including net errors and
omissions) 5,7 2.4 39.3 56.5 56.3 66,0

E. Allocation of SDRs 3.1 3.1 - ~- ~- -~

F. Total (D + E) 3.8 -1.7 -3.3 -2h,8 -19.7 -31.0

G. Monatary movements (net)

(increase in assets -) -3.8 1.7 3.3 24,8 19.7 31.0
Deposit money banks 41 . T.5 7.8 =3.2
Monetary gold -- - - -- --
SDRs -3,1 -3.1 - 4,1 0.5
Reserve position in the Fund - .- -- 3.7 -
Foreign exchange reserves of the

monetary authority 3.2 0.5 -1.3 -0.1 8.0
Government foreign assets 0.2 «0.3 0.1 9.3 4.4

Sources: Bank of Yemen and staff estimates.
1/ Treating B.P. Refinery as a nonresident.
2/ Conversions into SDRs have been made at a rate of YD 1 = SDR 2,40 for the

period 1971-73, YD 1 = SDR 2.3647 for 1974 and YD 1 = SDR 2.L731 for 1975 and 1976.
3/ Adjusted for coverage as indicated in technical notes in Appendix Table 39.

Note:

Details may not add up to totals due to rounding.
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Table 3/. P.D,R. of Yemen: Direction of E:cporta}./

(In millions of SDRs and per cant)y .
on 1972 1973 1974
Country Value [4 Value % Value %, Value q
Arab countries 12.].5 h8.03/ 3.9 22,0 3.2  19.5 1 18.7
of which: Oman 0,0 0.0/ 0,0 0.0 0.0 0.0 -- -
Saudi Arabia 0.0 0.1 0.0 0.2 0.1 0.6 0.1 0.8
United Arab
Emirates 0.2 0.8 0.1 0.7 0.2 0.9 0.2 1.5
Egypt 0.0 0.2 00 00 0,0 0.1 0,0 0.1
Yemen Arab Rep. 8.4 33,3 1.4 8.1 0.5 2.3 0.2 2.2
Somalia 3.2 12.7 2,1 1.7 2,0 12,0 0.7 6.3
Socialist countries 1.6 6.3 2.7 14,8 3.3 19.7 0. 5,2
of which: People's Rev. - -
of China 1.4 5.6 2.7 14,8 3.1 19.1 0.0 0.0
Inoustrial countries 5,3 21.0 6.2 3kL.8 7.5 45.7 4.9 s,k
of which: United States 0.4 1.6 0.4 2.1 1.0 6.4 0.2 2.0
United Kingdom 0,1 0.4 0.9 4.8 1.4 8.7 0.2 1.7
Germany, Fed.
Reyp,of 0.5 2.0 0.4 2.5 0.7 L,0 0.3 2.7
Ttaly 2.0 7.9 1.3 7.2 0.4 2.7 0.l 4.2
Canada 0.1 0.4 0.1 0.3 0.0 0.1 0.0 0.3
Japan 1.6 6.3 2.8 15,6 3.0 18.3 3.2 31.5
Other developed countries 0,2 0.8 0.0 0,2 0.0 0.1 - -
Asian countries 3.8 15,1 Lo 22.6 1.5 8.9 1.8 18.0
of which: Sri Lanka 1.8 7.1 1.3 7.2 0.5 2.7 P =z
India 1.6 6.3 1.5 8.1 0.0 0.2 0.0 0.2
Thailand 0.1 0.4 - .- - - - -
Singapore 0.3 1.3 1.2 6.8 0.6 3.8 1.8  17.2
African countries 2,2 8,7 1.0 5.6 0.7 L.3 c.B 8.0
of which: Territory of
Afars and Issas 1,5 6.0 0.7 3.8 0.4 2,6 0.4 3.8
Nigeria 0.0 0.0 - - 0.0 0.0 - -
Other developing countries 0.0 0.0 0.0 0.1 0.3 1.7 0.5 k.5
Total 25.2 100.0

17.9 100.0 16.5 100.0 0.5 100.0

Source: P.D.R. of Yemen: Central Statistical Office.

1/ Unadjusted value; see Appendix Table .

2/ Conversions to SDRs have been made at the rate of YD 1 = SDR 2.40 for
1971-73 and YD 1 = SDR 2,3647 for 1974,

§/ 0.0 represents values of less than SDR 0.1 million and less than 0.1 per
cent of total exports.

Note: Details may not add up to totals due to rounding.
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Table 38, PB,D,H, of Yemen: Oriyvain of Imports}/

(In millionr of NDRs mnd per cent 2

- - - b emrm e e - —

1473 197 197 19tk
Countsy Yalue 4 value 0 vaiue 4 Value 4
Arab countries boh 9.1 0 ", e 00y )
of which: iraq LRI VR P L [ 1wy 0.9
Kuwait 01 0. o0 o0l o o o 0.2
Oatar .- -a . - -- - - .-
United Arad
Frmirates - - 0.0 0.0 0.1 0.8 0.1 0.0
Frypt 0,4 0.k 0.4 0,5 0.8 0.k u.l 0,1
Yomen Arab Kep. 4.1 AP 1.5 1.9 0.8 1.0 1.5 i
sJomalia 12 Sk 2.0 -k 241 2.6 l.u 1.:
Socialist countries 10,0 10.0 Yo LAY lelb P09 270y i)
of whieh: People's Rep. - T U
of China Lk L7 6L v 9.2 1l e g8
Crechoslovakisa 1.0 1.1 .9 1.2 1.7 .1 0.1 0.1
Germany, lem,
Republic of 0.# 0.tk 0. 0. 403 L,0 2.9 2.k
U.5.5.R, noe R 0.8 1.0 . 1.6 10.0 6.1
Industrial countries i,y 47.h 13, 39 7 3.3 Byt 5h.00 BRLE
of which: United Statezx O, 0.3 0.5 0,7 0.5 0.4 96 7B
Uinited Kingdom 7.1 12.9 9.8 13.0 a7 13.5 6.6 1.0
Denmark 1.0 1.7 4.k b, 5 1.5 1.8 3.1 2.5
France 1.1 1.7 0.8 1.0 1.7 2. 3. 1.2
Germany, Fed,
Rep. of k.0 b3 2.7 2,6 5.6 6.9 8,3 6.7
1taly 2.3 2.4 1.b4 1.8 1.4 1.6 3.3 2.7
Netherlands b0 b, Ry 3.7 L.k 5.k 8.2 6.7
Japan 17,0 18,1 9.6 12,7 8.0 9.9 9.0 7.3
Other developed countries 3.2 3.4 1.7 2.3 0.3 0.4 0.3 0.2
of which: Australia 2.5 2.7 1.5 2.0 0.2 0,2 0.2 0.1
Latin American countries -= -- 0.0 0.0 .- -- - --
Asian countries 21,0 22,4 18,0 23,9 12,6 15,6 24,2 19,7
of which: Sri lLanka 1.6 1.7 1.5 2.0 1.0 1.3 0.8 0.7
Hong Kong 4.8 5.1 2.2 2.9 1.9 2.L 1.3 1.1
India 5.5 5.9 3.8 %.1 3.2 4.0 11.9 9.7
Iran - -- 0.0 0,0 0.0 0.0 - -
Pakistan 2.2 2.4 1.2 1.6 1.1 1.4 0.4 0.3
Thailand 1,8 1.9 5.5 7.3 J.h 1.7 7.5 6.1
Singapore 5.1 5.4 3.8 5.0 3.8 L,7 2.3 1.8
African countries 6.1 6.5 5.9 7.8 6.0 7.5 9.6 7.8
of which: Ethiopia 1.5 1.6 2.6 3.5 T1.1 1.k 3.0 2%
Kenya 3.3 3.5 2.5 3.3 L.y 5.5 4.8 3.9
Other countries 06 0.6 0.2 0.3 1.3 1.6 04 0.3
Total 94,0 100,0 75.3 100.0 80,7 100.0 123.,2 100.0

Source: P.D.R. of Yemen: Central Statistical Office.

1/ The data in this table are not the same in thosc in Table 21. The principal
difference is that the former exclude petroleum imports.

2/ Conversions to SDRs have been made at a rate of YD 1 = SDR 2.40 for 1971-73
and YD 1 = SDR 2.3647 for 1974,

3/ 0.0 represents values «| less than SDR 0.1 willion and less than 0.1 per cent
of total exports.

Note: Details may not add up to totals due to rounding.
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Table 39. P.D.R. of Yemen: Technical Notes cn the
AdJustments of Custome Fipures tor Exports and Imports

1/

(In millions of ODRg )=

1971 1972 1973 197h

Note 1. Adjustment of export figures for the
Balance of Payments table

1. BExports (customs figures) 8.4 10.9  11.5 7.9
2. Re-exports (unadiusted customs figures) 16.8 7.0 5.0 2.6
Adjustiments 5/
(a) Unrecorded re-exports_to the Y.A.R.Z 2.4 - - -
(b) Data reclassification™ - 7.8 h.1 5.1
3. Adjusted re-exports (Re-exports + 2a + 2b) 19.2  14.8 9.1 T.7
L. Total exports adjusted for balance o.

payments table (1 + 3) 27.6 25.7 20.6 15.6
Note 2. Adjustments for Imports
1. Imports (customs figures) L/ 08,2 80.h 86.4 145.9
2. Unrecorded government imports— 5.0 8.9 16.2 -
3. local insurance on imports 1.1 1.2 1.k -
L. Free zone imports - 5.5 b.3 7.5
5. Total imports adjusted for balance of

payments table (1 + 2 =3 + L) 104.2  96.0 108.3 153.k4

Source: Bank of Yemen.

1/ Conversion to SDRs have been made at a rate of YD 1 = SDR 2.40 for the
period 1971-73 and YD 1 = SDR 2.3647 for 19Th.

2/ As estimated by the Central Statistical Office.

§/ Starting in 1972, the General Trade System was replaced by the Special Trade
Bycstem for compiling trade data; the difference is that the former attempted to
estimate the value of items crossing the national boundaries while the latter is
based oun customs returns. The adjustment is estimated at approximately 5 per cent
of “he ~ustoms figure on exports and re-exports,

L4/ Peflects bulk of imports under bilateral agreements for development
projects.
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