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I. Introduction:  lkonomic  St?xcture nrld Ornanization -.-." " - 
1. His to r i ca l  summary 

The P.D .R. of Yemen has a nopulatian  of  approximately 1.6 mil l ion  and 
covers an a rea  of 112,000 squa re   mi l e s .   Xu~h  o f  5 ).s t e r r i t o r y  i s  e i t h e r  
dese r t  or mountainou:.  and ruzged, vh i l e   t he   c l ima te  i s  a r id ,   cha rac t e r i zed  
by h igh  temperatures and very l i t t l e  prec ip i ta t ion .   These   condi t ions ,   toce ther  
w i t h  the  absence  of  permanent  surface water streams, li!?it the  scope for 
agricultural   development.  The country has abundant  resources of f i s h  alonp; 
i t s  1,200 ki lometer   coas t l ine ,   vh ich  m t 5 1  recently  have  been  only  pcrtiaSly 
tapped. do o i l  or hard  minerals o f  conmercial  im?ortance  have  been  discovered, 
bu t   exp lo ra t ion   ac t iv i ty  i s  in   prop;ress .  

Pr ior   to   independence,  by v i r t u e  o f  the  developnent   of   the  Port of Aden 
m d   t h e   e x i s t e n c e  of a l n r p e  B r i t i s h   r i l i t a r y   b a s e ,  a th r iv i? lz  economy had 
been bui l t   up  around A6en based on bunkerinr:  and  servicing of s h i p s ,   t r a d i n &  
ac t iv i t i e s   connec ted   w i th   t he   f r ee  port, and the provis ion o f  s e r v i c e s   t o  
mi l i t a ry   pe r sonne l   and   t he i r  families. The country vas thus  heavily  dependent 
on  the  services  sector  and  the  production  of  commodities vas extrer,lcly  lim-ited. 
Commercial y o d u c t i o n   i n   t h e   a g r i c u l t u r a l   s e c t o r  was conf ined   to   co t ton  qrown i n  
t h e  Abyan d e l t a  and  Lahej a r eas ;  8 ce r t a in   moun t  of foot i fg-ains ,   especial ly  
sorEhm and  other millets, c i s  also gro1.m on a subs is tence   bas i s .  I n d * l s t r i t t l  
production was a lmost   to ta l ly   &sent   except  for o i l   r e f ' i n l n o  R t  t h e  Little 
Aden O i l  Refinery,  There hac? bcen  very l i t t l e   i n f r a s t r u c t u r a l   d e v e l o p m e n t ,  
e s p e c i a l l y   i n   t h e   h i n t e r l a n d  where  economic condi t ions were much worse than in 
Aden. 

0 

Tha circumstances  under  which  the P.D.R. of Yemen achieved  independence 5.11 
1967 c a l l e d   f o r  a radical   and  quick chal;ee i n  i t s  p r o h c t i v e   s t r u c t u r e .  The 
c losure  of t h e  Sue7, Canal, the withdrawal o f  Wi t i sh   fo rces   snd   admin i s t r a t ive  
personnel ,   and   the   abrupt   cessa t ion   of   Sr i t i sh   3udpetary   suppor t   no t   on ly  meant 
a d ras t i c   r educ t ion  i n  income,  but  affected  the  very  tconomic  foundations  of  the 
country.  The a u t h o r i t i e s   b e l i e v e d   t h a t  a r e t u r n   t o  t t e  previous   l eve l  of 
prosper i ty  on t h e  basis of  a service-or iented economy was impossible  and  turned 
t h e i r   a t t e n t i o n   t o  a 4 ivers i f ' i ca t ion  o f  product ion.   In  the  a3sence of known 
mineral   resources   and,   q iven the limited p o t e n t i a l  f o r  industr ia l   develoyment ,  
t h e  hiqhest p r i o r i t y  was g i v e n   t o   t h e   a g r i c u l t u r a l   s e c t o r .   I n d u s t r i a l   p r o d v c -  
t i o n  was conceived as playinE a. subs id ia ry  role and vas t o  be   conf ined   to   l igh t  
industr ies   producing consumer coods with l o c a l  raw materials. Above a l l ,  bas ic  
in f ras t ruc ture   deve lopnent   in  transport and  communications vas needed t o   a c h i e v e  
economic  and pol i t ica l   in tecv-a t ion .   These   ob jec t ives   vere   re f lec ted   in   the  
development efforts of t h e   i n i t i a l  yecrs of the   count ry ' s   ex is tence ,   bu t   found 
more def in i te   express ion   in  the p lans   l aunched   in  1971 and 1974. The goals  set 
for development  and  production Irere a l so   i n f luenced   by   t he   po l i t i ca l   i dea l s  
of t h e  Government vhich   la id   emphas is  on soc ia l   equa l i ty  and a dominant r o l e  
for t h e  state i n  economic ac t iv i ty .   Thus ,   t he  Government implemented a po l i cy  
o f   na t iona l i za t ion  of agricultural   land,  housinE,  bankinc  and  insurance.   reserved 
the indus t r ia l   sec tor   a lmost   exc lus ive ly  t+o the   publ ic   sec tor :  and e f f ec t ed  
strict control  over  development of fisheries. !doreover,  the mlce t  system vas a 



replaced by extens ive   ccr . t rAs  on producer  and  conswer  prices rlnd on t h e  
a l loca t ion   of   resources   genera l ly .  The sal ient ;   features  of the   cu r ren t  
economic s t r u c t u r e  and orCanization are desc r ibed   i n   t he  following paragraphs.  

2. The commodity sec to r s  

Agriculture,   in  t thich  about 60 Fer   cent  of the  populat jon i s  cngaced, 
Generates only 20 per   cent  OF Gi.T and 1 2  per cent  of t h e  c o m t r y ' s  exnorts. 
The t o t a l   c u l t i v a b l e  area, p;iven adequate water, i s  var iously  es t imated a t  
500,000 t o  one  million  acre:;, The crca actual ly   under   cul t ivat ion,   vhich 
varies  accordinl:  t o  t h e  amount of floor! water,  does not  exceed 250,000 ac res ,  
or 0.25 per   cent  of t h e  c o u n t r y ' s   t o t a l   l a n d  area. Approximately 80 per cent 
of i r r igated  land  depends on seasonal  f lood  trater and t h e  remaind.er on under- 
ground  :rater. Floods arc r e s l a r   i n  the Second  snd Third Governorates,  but 
l a r g e l y   i r r e g u l a r   i n  the cerl'irnl and eastern  ;+ecions.   Flood  i r r ipat ion  usual ly  
permits on1.y one  crop per year .  When f lood vaters   can be supplemented by 
pumped water,  double cronpinz becomes poss ib le .  Wound water i s  t h e  main hasis 
of ag r i cu l tu re   i n  the Fif th   Governorate ,  vhi le  i t s  use supplcnentary t o  flooi! 
water, i s  found,  and  beinc  extended,  in  the Second  and Third Governorates. 
Approximately 60 p e r   c e n t   o f   t h e   t o t a l   c u l t i v a t e d  area i s  p lan ted   t r i th   cerea ls ,  
mainly  sorglum  and millet, and t o  a l e s s e r   e x t e n t ,  wheat 3 about 13 per   cen t  i s  
planted with cot,ton; and the remainder with v e g e t a b l e s ,   f r u i t s  and fodder crops. 

The Agrarian  Refom L m r  of 1970 abolished the  t rad i t iona l   sharecropping  
system  and set c e i l i n g s  OL ind iv idua l   omorship  of  l a n d  at 20 acre0 of i r r i g a t e d  
land  and 110 ac res  of r a in fed   l and ;   t he   j a in t   ce i l i r , c  i s  40 ac res  and 80 acres, 
r e spec t ive ly ,   fo r   r e l a t ives  of the f i r s t  decree. All l and   in   excess  of  these  
c e i l i n g s  was taken  over for r e d i s t r i b u t i o n   t o   s p e c i f i e d   b e n e f i c i a r i e s  wi th  
ind iv idua l   a l lo tn~ents   ranqing  from 3 t o  5 acres f o r   i r r i g a t e d  and 6 t o  1 0  
ac re s   fo r   r a in fed   l and .   Bene f i c i a r i e s  do not hold t i t l e  t o   t h e   l a n d  which 
rests with t h e   s t a t e .  All r equ i s i t i oned  land a l l o t t e d  on t h i s  basis i s  
organized  into  cooperat ive farms. Unal lo t ted   requis i t ioned   land  i s  orqanized 
i n t o   s t a t e  farms. Land not   previously cultivated and  recently  reclaimed i s  
ais0 orcanized   in to   s ta te  farms. Ry t h e  end of lQ74 t h e r e  were 37 state farms 
wi th  a t o t a l  area of 17,860 acres  and 41 cooperat ive farms covering  an area of  
223,760 ac res ;  of t h i s  acreaTe, a b u t  40 pe r   cen t  vas being  cultivateil.   and t h e  
remainder  being  improved. 

The Government ma in ta ins   s t r i c t   con t ro l   ove r   ac r i cu l tu ra l   p r i ces   and   t he  
cos t  of' inputs.  Producer  prices  have  been held r e l a t i v e l y  stable, while t h e  
inputs  o f  f e r t i l i z e r ,  water and  improved seed v a r i e t i e s  are heavily  subsidized; 
cap i ta l   expendi tures  on land  preparat ion  and  agr icul tural   machinery are also 
subsidized.  Taxes  are levie? on agr icu l tura l   p roduct ion ,   bu t  the subsidies 
are estimated t o  be much larger than   t he   t axes .   Agr i cu l tu ra l   c r ed i t  i s  
provided by the National Bank of Yemen and t h e  Agr icu l tura l  Development Fund 
which  operates  under  the  Xinistry  of  Agriculture:  the la t ter  provides   f inancine 
for the  purchase of agricul tural   machinery and equipment by cooperat ives  and 
state farms. 
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Fish  weal th   a lonfl   the   country 's  1,200 kiloir,t!tel* c o a s t l i n e  hac!, u n t i l  
recent ly ,   been only F a r t i a l l y   e x p l o i t e d  l1y 15,000  fishermen usinc trnriit;%.cnrsl 
methods. The major   par t   of   marine  resources   consicts  of pelacic  spccier;  such 
as smdines,   anchovies ,  tulm anti k ingf i sh ,   o ther   var ie t ies   vh ich   a re   cox  
mercially  imnortant , espec ia l ly  for expor t ,  arc s h e l l f i s h   ( y r i w i p a l l y  
lobster and shrirp) and cuttlc3fish. Quick-yieldin[; investmcntr 
have already produced  bcnei'icicl results i n  increascxi  production  and  forei.sn 
exchange  earnings. The f i s h   c a t c h   i n  1971, vas  about l J rk ,000  tons ,   bu t  it i s  
e s t ima ted   t ha t ,  w i t h  fur ther   deveiopmnt  the  total .   y ie ld   could reach about 
360,000 tons per year ,  The product ioj l   potent ia l  i s  considered t o  be l a r c e  by 
i n t e r r a t i o n a l  stmdards: export   opportuni t ies  are also estimated tc) be substan- 
t i a l  n o t   o n l y   i n  fresh fisll 1)ut also in  f ishmeal  and f i s h  o i l .  I n   o r d e r   t o  
promote f i s h e r i e s ,  the Government e s t a b l i s h e d   i n  1970 the  Public  CorporatiOK 
f o r   F i s h   t k a l t h  (PCFI.1) vhich is responsible  for the  general   planning  of  develop- 
ment i n   t h i s   s ec to r ,   p rov ides   t r a in i ! ?& and g e n e r a l   l o p i s t i c   s u p p o r t   t o  
fishermen's  cooperatives  and has t h e   s o l e   r e s p o n s i b i i i t y  for domestic  marketin?. 

A t  the  time of  independence,  there vas very l i t t l e  i n d u s t r i a l   a c t i v i t y   o t h e r  
than   pe t ro lem,   re f in ing  by the  Br i t i sh  Pe t ro lc tm  re f inery  a t  L i t t l e  Aden. h f l t  
i n  195k with 8 capac i ty  of ii. 5 mil l ion   tons  of crude  per annum, t h e   r e f i n e r y  
processes  imported  crude o i l   i n to   r e f ined   p roduc t s   fo r   expor t ,  ships' bunker 
fuel and  domestic  ca-.smption. The ref ine rp  ' s annual  output was about 6 mi l l i on  
tons   dur ing  1967-70, but   has   been  decl ining  s ince  then.  The impact of i t s  
operat ions on the  Yemeni econony comes from incone  tax  and  other  payments t o  0 t he  GOVernmerlt, wages  and salaries paid t o  Yemeni employees,  and  other  payments 
for   domest ic   goods  and  services ,   Current ly   the  ref inery  provides  employment t o  
about 2,000 Yemenis. 

Other t r a d i t i o n a l   i n d u s t r i a l   a c t i v i t i e s   i n c l u d e d  salt product ion,   the  
bui ld ing  and r epa i r ing  of dhows (small sh ips  made of wood), the  mamfacture  
of f b r n i t u r e  and  construction materials and the   bo t t l i ng   o f   so f t   d r inks .  Th:? 
scope for   industr ia l   development  i s  said t o  be  l imtted by the narrow  domestic 
market  and  the  scarcity of i n d u s t r i a l  raw materials. However, since  indepen- 
c?ence s e v e r a l   p o s s i b i l i t i e s  of domestic  manufacturing  have  been  identified mid,  
with the  implementation  of the developnent  plans, a small beginnin? h% been 
made i n   i n d u s t r i a l i z a t i o n ,   m o s t l y   i n  t h e  f i e ld   o f   impor t   subs t i t u t ing ,  consumer 
goods indus t r i e s .   S ince   t he  new indus t r i e s   gene ra l ly  use l o c a l  raw materials, 
i n d u s t r i a l  development has had important   l inkage  effects  on o t h e r   s e c t o r s   o f   t h e  
economy. Thus, f o r  example, a propas: o f  medium s t ap le   co t ton   cu l t i va t ion  has 
been s t a r t e d   t o   p r o v i d e  the raw material for the nevly established t e x t i l e  
factory;   dairy  farming i s  being expanc?ed t o  satis* t h e  needs  of  the  milk 
products   factory;  and a tannery has been  developed t o   p r o c e s s  raw hides  and 
s k i n s   f o r  a leather products factory. Cer ta in   indus t r ies ,   such  as the  fishmeal 
fac tory ,   the   t annery   and   the  leather products   factory hold prorlise of increzsed. 
export  earnings.  Powever, it should  be  noted tha t  the  expansion of i n d u s t r i a l  
ou tpu t   i n   r ecen t   yea r s   has   on ly  partly o f f s e t  the  f a l l  i n   r e f i n e r y   o u t p u t ,  and 
t h e  t o t a l  value  added by t he  i n d u s t r i a l  sector still  rena ins  belov 15 per cent  
of GJIP. 
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5.  Scrvicc! 6 

Before 1967, the re  vcre v e r y   l i m l t e d   i n l a n d   t m n s p o r t   f a c i l i t i e s  betwcen 
Aden and t h e  16 snlal l   sul tanates  wilich later formed the  Republic:   tranoport  
and communications  between s e t t l e d  areas vas achieved by dhows travc-in,* clotlg 
thc   coas t  and  dischnrL7inz ct\rpo or1 vl:vrc?.r!ct\?d benchcs. An i n t e c r a l   p a r t  o f  
t h e  development  stratefly was therefore   the   bu i ld ing  of a u n i f y  inp t r anspor t  
system  for   the whole country. MaJor highway ?cc , lec ts  were undertaken  durinK the 
period  of  both  thc  First   3evelopment  Plaps and t h e  Second. b y i d e s  t h e  expan- 
s ion  of t h e  road network,   a t tent ion is also bein(;5 p a i d   t o   t h e  development of' bus 
servj.ccs,  t h e  improvsment o f  Adzn s a i r p o r t  and  telephone  comunications.  A t  
p resent   the   t ranspor t  system of  the P.3.ii. of Yemelt comprises  about 5,500 km 
cf roads and t r a c k s ,  two por'cs and 15 a i r p o r t s  and a i r s t r i p s ;   t h e r e  3re no 
railways.  

Aden i s  the   p r inc ina l   po r t  o? t h e  ?.D . I? ,  of Yemcn, and t h e  bulk of the  
countrys  s imports  and  exports flow through it ,  However, t he   sh ipp in&  ac t iv i ty  
that  developed  around  the port  i s  predominant ly   external   to   the  t ransport  
requirements of the  country.   In  viet;  of  its advantageous position in 
r e l a t i o n   t o   t h e  major  shipping  routes  between Europe and  the  Asia-Pacific 
recion via the  Suez Canal, .'Iden TES able t o  a t t r a c t  more than  6,000 s h i p  
c a l l s  p-r   year   before   the  c losure  of   the   Canal .  The p o r t   t h u s   b e c u e   t h e  
cen te r  o f  considerable  economic a c t i v i t y  by v i r t u e  of  i t s  capac i ty  t o  provide 
bunkering  and  other  services  to  ships and of the development of tt large v o l m c  
o f   t r a d e ,   e s p e c i a l l y   i n   t h e  form of duty-free c+.les tc chips' passencers and 
c r e w e n ;  an add i t iona l  boost t o   a c t i v i t y   r e s u l t e d  from . the  presence  of B 

B r i t i s h   m i l i t a r y  base. The co l lapse  of th i s   impor t an t   s e rv i ce   s ec to r   i n  L?:: 
was a major  factor i n  the  economic r eces s ion   du r ing   t hc  first years after 
independence.  According t o  some est imates ,   about  20,000 people,   mainly  traders,  
lost t h e i r  employment. Vith t h e  nev oppor tuni t ies   p resented  by the  reopening 
of t h e  Suez Canal i n  June 1375, t h e  au thor i t ies   l aunched  2, program af rehabi1.i.- 
t a t i o n   f o r   t h e   P o r t  of Aden. A r ev iva l  o f  a c t i v i t y  a t  the   po r t  i s  expected  but 
it may no t   r each   t he   l eve l  of pre-closure  days  in   the  near   future .  The Yemen 
Por t s  and  Shipping  Corporation  established  in 1973, i s  respons ib le  for a l l  
p o r t s  and  shippinp; a c t i v i t i e s   i n  the couct.r.y. The Corporation  has  four opera- 
t i o n a l  w i t s  a t t a c h e d   t o  it, namely the   Po r t  CY FLden Authori ty ,  t h e  idatioi1al 
Shipping Company, the Rational  Dockyards Company and Aden Coasters Company. 

4. The publ ic  sector_ 

Iav Bo. 37 of Is!ovember 1969 r a d i c a l l y  changed the i n s t i t u t i o n a l  framework 
or" economic act ivi ty  a r d   p o l i c y   i n  the P.D.R. of Yemen. The law pave the  
publ ic   sec tor   the   l ead ing  role i n   t h e  econoiny and nat iona l ized  a l l  fore izn  
banks , insurance  companies, pos t a l  services  and most  petroleum  distribution 
corapanies.  Currently the  nat ional- ized  sector   includes t h e  f o l l o v i n ~  coalpanies: 
National Bank of Yemen, Yational C o m . y u ~ y  for  Foreitgn  Trade, !'!ational Compa.ny for 
Home Trade,  Bational  Insurance  and  Reinsurance Company, Yational  ShipFing  Coupany, 
I\!ational  Dockyards Company  e.nd Yemer, i ic t ional  O i l  Coqany.   In   addi t ion ,  there 
a r e  two important publ ic   u t i l i ty   corpora t ions ,   the   Publ ic   Corpora t ion   for  
Electric Power and the   Publ ic   Corporat ion for Tolater Supply. The Corporation e 



for F i s h   k a l t h   a l r e a d y  metltioncd and severa l   o ther   publ ic   cn tc rpr i seo   in   the  
f ie lds  of product ion,   t rholcsale   t rade and r e t a i l  trade. Accordinr! t o  LAW 
No. 11 of  1974 t h e s e   p u b l i c   s e c t o r   u t i l i t i e s  must t r a n c f c r  from t h e i r  n e t  
p ro i ' i t s ,   a f t e r  payment of t.~;:cs end cornpensat 'on t o   p r e v i o u s  otnlers, 50 pel. 
c e n t   t o  the Development Fund (see TJ. 25 below) and 25 per c e n t   t o  the Treasury 
for i t s  ordinary  budset;   the  renlsinding 25 per   ceut  my be c r e d i t e d   t o   t h e i r  
o m  re serves . 

11, liecent  Developments in   Product ion,   kploylcent  ancl R- i ces  

1. 

Although some progress  has  been made i n   c o : y i l i n R   s t a t i s t i c s ,   t h e   s c a r c i t y  
of data continues t o  hmper  EL proper  evalun,tion of vrovth and  production  trends.  
The C e n t r a l   S t a t i s t i c a l   O f f i c e  has not? r c v i s c d   t h e  GfiP es t imates  f o r  t h e   y e a r s  
1969-72 (Appsndix Table 25). Though not   recent ,   thcse  estimates p r o v i d c   u s e h l  
i n s i g h t s  . 

Economic developments i n  1974 and 1375, trhich  cclrrespond  roughly t o  t h e  
f i r s t  t t r o  years of t h e  Second  '3evelopinent Plan,  were charac te r ized  by a rapii l  
increase  in   investment ,   In  1972, vhen GDP i n   c u r r e n t   p r i c e s  Ifas estimated a t  
YD G7.2 mill ion,   investment   expendi tures   under   the Development Plan amounted 
t o   n e a r l y  YD 6.7 mi l l i on ;  Qr 1974 they had increased t,o n e w l y  Y1) 18 mil l ion ,  
and by 1975 t o  an estimated 9 23 mi l l i on ,  The cont r ibu t ion  of these inves t -  
ments t o   f i n a l   o u t p u t  was most f:m,cdiate i n  the  case  of   quick-yieldinc?  projects  
such as t h o s e   i n  t h e  f i s h i n g   i n d u s t r y ,  while t h e  results i n   t h e   t r a n s p o r t  
sector,  ag r i cu l tu re  and  manufacturing  industries lag@ because of the   longer  
gestat ion  per iods  involved. .  However, a n a t u r a l   r e s u l t  of t h e  acce lera t ion  of t i le 
t h e  development e f f o r t  must  have  been a rarid i n c r e a s e   i n  the  cons t ruc t ion  
component of GDP. 

0 

In   o ther   sec tors  of' the GDP developments were less favorable .  In both 
1974 and 1975, the   dec l ine   in   re f inery   ou tput   cont inued .  Sal t  production 
contracted also, although i t s  future   prospects   looked b r i E h t .  I n   a w i c u l t u r e ,  
cot ton  output  suffered a setback owinp t o  a number of factors  mentioned beloTr, 
but other crops  recorded  increases.   Followinc t h e  reopening of t h e  Suez  Canal 
i n  June 1.975, a c t i v i t y   i n  t h e  Por t  of Aden proved much smaller than  he6  been 
expected.  irloreover, t h e  country experienced  severe  f loods  in  August  and 
September 1975. Current  production vas no t  se r ious ly   a f f ec t ed ,  but t h e  damace 
was s i g n i f i c a n t   i n  terms o f  housing,   i r r igat ion  chanrlels ,  cap i ta l  equipment, 
and soi l  e ros ion ,  The total  losses were o f f i c i a l l y  estimated at YD 7.5 mi l l ion .  

On balance,  owing t o   t h e s e   o d v e r s i t i e s ,  it does not seem t h a t  a high rate 
of growth vas achieved  during the l a s t  two years. Iiowever, the   v igorous  
development e f f o r t ,  has l a i d  the   foundat ions for a recovery  and t h e  country 
i s  l i k e l y  t o  pull out of i ts  p ro t r ac t ed   r eces s ion  iu the  near   fu ture .  
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Table 1. Agricultural Production 

(Area in  thousand acres and production i n  thousand tons) 

Sorghum and 
Cotton Sesame  Wheat 3arley OtheF Millets 

Area Production.Z/ Yield Area Production Area Production Area Production Area Production 

1965 166 
1966/67 
1967168 
1968/69 
1969/70 
1970171 
1971172 
1972173 
1973174 
1974175 

30.7 
3 * 5  
12.3 
48. '5 
33.8 
33 -6 
27.5 
35.3 
33.6 ... 
" 

9.5 
11.9 
4.7 
19.4 
12.8 
15.4 
12.1 
13.2 
10.5 ... 

0.25 
0.36 
0.38 

0.58 
0.49 

0.46 
0.44 
0.37 
0.31 ... 

9.0 
9.8 
7.0 
10.0 
12.3 
10.0 
10. i) 
10.2 
10.2 
10.2 

24.0 
24.0 
22.0 
24.0 
18.0 
18.0 
22.0 
24.0 

28.8 
e . .  

19.6 
21.0 
18.0 
21.0 
12 .o 

15 05 
12.5 

16.8 

20.8 
* . .  

2.3 
3.5 
3.0 
3.5 
2.0 
2.0 
2.0 
2.0 

2.1 
* . .  

110.0 

110 .a 
170.0 

90.0 
90.0 
105 .O 
110.0 
140 .g' 
114.0 

150. o 

Source: Ministry of Agriculture 

11 Crop year i s  usually  July  to 

? I  Seed c o t  t o n .  
fo? sorghum. 
- 
- 31 I n c l u d e s   a r e a  and p r o d u c t i n n  

44.a 
54.0 
45 .D 
61.2 
57.3 
57.0 
66.2 
69.4 
90 .O" 
72.0 
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and Agrarian Reform. 

April for  cotton; October t o  A p r i l  for wheat, barley and sesame; and February to July 

nf  w h e a t  a n d  b a r l e y .  



The product ion  of   cot ton,   t?c   chief   export   crop,  has su f fe red   s e tbmks  
i n   r e c e n t   y e a r s .  I'he a rea   under   co t ton   cu l t iva t ion   dec l ined  from 35,300 
acres i n  1972/73 t o  33,600  acres i n  197?/7h, and  production  of  uncinned 
co t ton  from 13,200  tons t o  10,300 t o n s .   S t a t i s t i c s  are not p,va.ilable for  
1971:/75, but it is  l i k e l y  t3.a.t t h e r e  vas a f b r t h e r  fal.1. i n  ?roiiuct.ion i n  t ha t  
year. Part   of   the   explanct ion l ies  i n   t h e  pornpetition for land from p a i n s  
ani! vecetables.  An add j t iona l  f a c t o r  vas t h e  need t o  set IEtsi,le c e r t a i n  
aress t r a d i t i o n a l l y   c u l t i v a t e d  w i t h  c o t t o n   f o r  l and  conservation or APm 
cons t ruc t ion .  The  y i e l d  per w r e  11a.s ~ 1 . ~ 0  s h o w  a dec l in inz   t r end  w i n x  t o  
pests and so i l   de t e r io ra t ion .   Cons ide rab le   a t t en t ion   has  been p i ?  t o   t h e s e  
proble1n.s and t h e   h i g h e s t   n r i o r i t y  i n  t h e   a l l o c a t l o n  of f e r t i l i z e r  j s Riven 
t o   c o t t o n   c u l t i v a t i o n .   ? h e  Five-Ycar  Plan  nrovider, f o r  an i n c r e a s e   i n  
co t ton  acreace, b u t   t h i s   t a r c e t  may not he real-ized during t h e  Plan verloc?. 
In t h e  tceantimc, and. especially i n  vie7.r of t h e  emThasis bcinq r , l ~ c c f ?  on  ouic" 
increases   in   domest ic  food  nroduction. it i s  l i % c l y  t>at  cot ton  output  vi11 
c o n t i n u e   t o  fall through  the 1?77/?8 seasor?.. 

LivestocP  production is anoth.er f i e l d  i n  Thich  import   subst i tut ion i s  
be in?   ac t ive ly  pursued. ,4 survev of t h e  count ry ' s   po ten t ia l  I ~ S  conqlcted 
b;r 8 B r i t i s h   r e s e a r c h   o r g a n i z a t i o n   i n  lg71l, and a 3eveloyment nro,?ra1 has 
been i n i t i a t e d   t o   e n a 5 l e  t he  country's   requirements of  meat and dair?r  Froducts 
t o  be met by $-onestic  production. 9.70 l a r g e   c a t t l e  farms havc alrea.dv 
been  est,:xblished with imported c a t t l e  from Iienva, and l i ves tock   cen te r s  
have  been  opened f o r  improve3cnt o r  breeds, anfmel  health ani? a r t j  f i c i a l  
insemination. T'ne i n c r e a s e   i n  livestock production has a l s o  I.ed t n  an 
i n c r e a s e   i n  t h e  production 0.f' fodder.  A Poul t ry  Development Cornoration has 
been   c s t sh l i shed   t o  prornotc poultry f'arminz on an  organized basis. 

3. F i she r i e s  .-.-.-- -. - 
Pishing  continues t o   b e  t h e  most dynwic  growth sector ap:' a very 

pr3misinC  source  of  foreign  exchange  earnings.  Followin,- an  i nc rease  of 
8.2  per cez), in 1973, fish productjon  expanded by a f u r t h e r  6.6 ?er c e n t   i n  
1974 (Table 2); between 1973 and 1974 net  exports rose almost 1.6 per   cent .  
I n  1975 output was s u b s t a n t i a l l v  above t h e   l e v e l  of  t he   p rev ious   yea r ,  and 
in  value  terms  exports  increasec1 by about 113 per c e n t ,   p a r t l y  due t o  t h e  
fact, t ha t  a nev fishmeal and fish o i l  p l a n t   s t a r t e d   o p e r a t i o n s .  Oomestic 
pe r   cap i t a  consum?tion of f i sh  k 1 ~ 4  qone UT, i n  recent   years ;   never the less ,  
f i s h  imports are s a i d  t o  have been co!apleteiy  eliminate2  by 1975. 



Table 2. Production,  Exports and Imports of Fish 

(Quantity in thousands of t ons ;  value in thousands of Yemeni d i n e r s j  

0 
b . 

Exports Imports Net Exports 
Year Product io- ’’ Quantity Value Quantity Value Quantity Value 

1965 90.0 6.2 448.5 1.3 72.7 5 . 2  375 8 

1966 85.9 6.2 468.1 0.5 46.0 5.7 422.1 

1967 81.5 5 .o 366.7 0.Y 61.3 4.1 335,4 

1968 90.3 5 9 1  383 9 8 0.7 4b.9 4.4 336.9 

1969 108 0 11.4 543 1 1.7 81.3 9.7 461.8 

1970 118.0 18.1 968.6 1.7 120.1 16.4 848.5 

I 

I 

1979 14.6 2,178.9 1.0 13% 1 

1974 144.2 17.6 2,329.3 0.6 53.3 17 .O 2,270.9 

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

1,i Fresh weight. - 



These increases   in   p roduct lnn  hf.ve been r?ad.e Fossih7.e I.v s u b s t a n t i a l  
investment  expenditures  vhich  have  expanded  fisbiny; c n p X i + y ,  s to race ,  
marketin,?  and  processing  fp-cil i t ies.  Travltvs and 0 t h - r  f i s h i n n   v e s s e l s  haw 
been purchased,   f ishing mnthocls upgraded  and s e v v a l  93.ants es teb l iaheg  t o  can, 
freeze and process f i s h ,   i n c l u d i n g   t h e  fishmeal and f i s h  o i l  plRnt  mentioned 
above. Irl acldition,  the  Coverrnent has placed  considerable  emphasis on the  
o r g a n i m t i o n  of f ishermen's   cooperat ives ,  which are g iven   ? re feren t ia l   access  
t o  equipment  and bad< credit .  P r i c e s   f o r   t h e  catch b . v e  ?wen +&emline6 i n  
n r i n c i p l e  5y t h e  PCFN a f t e r   c o n s u l t a t i o n  v l t h  the  coo?cre,tives,  >ut  t ,i?ere has 
been no adjustment of p r i ces   ove r   t he   pas t  two years. A t  t h e  retzj.1 l e v e l  , 
a EeoGrauhically  uniform  price structure has been adanted. 4 shor t a re  Of 
laanpover, e spec ia l iy  of t ra ined   personnel   has   been   fe l t  , and t h s   i n c r e a s e  
i n  t h e  nu?!%er of fisher?len has not  kept  pace with the  inc rease  i v  t l v  nunber 
of f ishinl :  v2ssels. In tens ive  nrograms of t r a i n i n p  3avc been  undertaken, 
both a t  borne and  abroad. A Fishe l - i e s   T ra in ing   In s t i t u t e  has beer, started t o  
provide   courses   in  navigation, m~chanics  of f ishing  vessel .?  and r e f r i g e r a t i o n  
techniques;  about 200 Yemenis a r e  also cur ren t ly   undergoing   t ra in ing   In  
Nomay and t h e  U.S.S.R. 

4. Indus t r ia l   p roduct ion  

a. O i l  r e f i n a  

Production of t h e   L i t t l e  Aden %finery ,  t?b.ich ?.as been dec l in inp   s ince  
1970, f e l l  sharply by a further 1 m i l l i o n   t o n e   i n  1975; t h e  outzlut of 1.6 
mil l ion  tons i n   t h a t   y e a r  vas e q u a l   t o   o n l y  20 per cen t  of t h e  r e f i n e r y ' s  
product ion  capaci ty  (Tr,ble 3) .  This   decl ine i s  attr ibutable t o   d e c r e a s e s  i n  
t h e  demand f o r  bunker fuel and in   petroleum  exports  (Table l!.). q e s p i t e  t he  
i n c r e a s e   i n   t h e  number o f   s h i p s   c a l l i n g  a t  Aden s ince   the   reopeninn  of t h e  
Suez :anal i n  June 1975, t he  demand f o r  bunker fuel  h8s  remained veEk, ovin.q 
t o  t he  availability of f u e l   i n   c o n p e t i n g  For t s  a t  love r   p r i ces .  ??!le 
disappointing  performance o f  e q o r t s  of ofher   ref ined  ?roc?ucts   in  recent 
years has been a t t r i b u t e d   t o  t 3 e  11i:;h f r e i g h t  costs involve:! i n  shipping 
these  products  from Aden t o   t r a d i t i o n a l   m a r k e t s  as wel l  as cons t ruc t ion  of 
competing refineries located mainly near consurption points  in mny countries. 

The impact of t h e  f a l l  i n  t h e  r e f ine ry ' s   ou tpu t  on the  domest ic  eCOnomV 
vas ninimized by the f a c t   t h a t  i ts local  Currency  expendit.ures In vaces and 
salaries, tax  nayments t o   t h e  Government, e t c . ,  were maintained a t  the 
previous   year ' s  level. I n  gar t icu l -a r ,   the  wage b i l l  remained uncbsne:ed, even 
though casual employment vas reduced.. t11e e f f e c t  o f  t h i s  reiiuction WRS o f f s e t  
by sa l a ry   i nc reases   g ran ted   t o   t he  regular emnloyecs.  There :lave been no 
chanses i n   t a x a t i o n  of the   r e f fne ry .  The method o f  comyutiny taxable 
income is based on a " re f in ing   fee"  of  Y? 0.700 ?wr ton for tlle f i r s t  14 mil l ion  
tons  sad. YD 0.375 y e r   t o n   f o r  output above t h i s  level; a t a x  of 37.5 Fer 
cent  i s  l ev ied  on t h e  income thus  comlmtcd, w i t h  8 provis ion   for  8 minimum 
annua l   papen t   o f  YD 0.6 rniI.l.ion. Other l o c a l  outlnvs of the ref inery  inclur le  
payments t o   t h e  Yemen P o r t s   C o r p o r a t i o n   f o r   o i l   i n s t a l l a t i o n s  a t  Aden Port  
and other services , and  Tayments t o  con t r ac to r s   fo r  5ooSs and se rv ices .  



Table 3 .  Petroleum Refining  Industry 

(Quant i ty  i n  mi l l ions  of long tons ;  value i n  mi l l ions  of Yemeni dinars ) 

Imports 
Quant i ty  
Value 

Production  (quantity)- 11 

Exports 
quant i t y  
Value 

Ships' bunker f u e l  cil- 2 /  

Quantity 
Value 

Domestic consumption (quan t i ty  )2/ 

6.2 3.4 

0.6 0.5 
4.0 3 . 3  

0 . 3  11.4 

3 .3  

3 . 1  
3q.2 

0.4 
2.9 

0.4 

7.8 2.0 

! i  .4 0.4 

Source :   Cent ra l   S ta t i s t ica l   Off ice .  

1/ Provisional est imate   for   product ion in 19'75 i s  1.6 mi l l ion   tons .  
21 'the Aden Refinery does not  provide all t h e  f u e l   o i l   s u p p l i e d   t o  ships i n  Aden; 

some of the bunkering companies have their own arrangements for t h e  supply of fuel 
oil from other  sources.  

3/ A large par t  of t he  ref ined  products  consumed i n  the  P.D.R. of Yemen is obtained 
frgm the Lit t le  Aden Refinery;   however ,   s ignif icant   quant i t ies  are imported from other  
sources also. 



Table 4. Local Cash Outlays of the Aden Refinery 

(In  mill ions of Yemeni dinars) 

1972 1973 1974 19’15 

Payments t o  the Government 1.6 1.5 1.4 1.7 

payments t o  government departments 
for  services 

Payments to the Yemen Ports 
Corporation 

0.1 0.1 0.1 0.1 

9.3 0.2 0.2 0.2 

Payments t o  contractors 0.1 0.1 0.2 9.2 

Salaries and wages 

Other  payments- 1/ 

Total 4.2 4.0 4.0 4.3 

Sourze: Aden Refinery. 

I/ Principally for purchases from traders and suppliers. 
I 
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a .  

It w : s  r1otc.d .-~bov~:a tlnt sn l t ,  production r , r w  the only established 
i n d u s t r i a l .   a c t i v i t y   b e s i d e s   o i l   r e f i n i . n r   a t  the time of  indepwdence. 
Since then ,  w i t h  t h e  implemepto.tiop of the DPveloyent Flans , t h c r c  IIRS heen 
some d i v e r s i f f c a t i o n  mostly in   the   manufac ture  of  import-,su~.st-j.tutint:, 
consumer Toads. Tn t h e  context of tP1e over:.ll develo:,!nent, s t r a t e g y ,   t h e  
expansion of t h e  i n d u s t r i a l   s e c t o r  htw been small, a n d  proCuction prohab!-y 
account& for not mre than 5 per cent of GDP i n  1375. 

!be out.:put of sa l t  f e l l  by 20 per cent t o  74,clOr) tons i n  1074 (see 
Appendix T&le 26) and was c-stinate$. t o  have  dec1.ined  further i n  l n75 .  
Its dr?~.rnvard t rend  over  t h e  h o t ;  few yee,rs -JRS due t o  decli.nincr  connetlveness 
i n  export  markets. A moderni7,ation and devel.opmmt  p,ro,ject f o r   t h e  salt 
i ndus t r r  was launched i n  1374 :m$ cornn-Llcted In  Octcber la7c; the  ?ro.iect  
vas designed to inc rease   y roduc t im  capac i ty   t o  l V , O O O  t ons  per annwl, 
reduce   the   cos t  of production and iq rove   qua l i t y .   Sa l t   twoduc t ion  and. 
exports are expected t o  rise i n  1.976. 

Several of t h e  nev   indus t r ies  w e  i n   t h e  f ie ld  of food. processinf!. 
They include a tomato  paste  factory,  v i t h  FL ca l )wi tv  of 2,000 tons  lier 
annm  vh ich   s t a r t ed   p roF-c t ion  i n  1975. A m i l k  products f ac to ry  has been 
e s t a b l i s h e d   f o r   t h e   s t e r i l i z a t i o n  and  pnckagin: of f resh  milk and for t h e  
processing of povdered u i l k  and other products such as b u t t e r ,  cheese and 
yo6;;hurt. A flour mill with a capac i ty  of 56,0130 tons  per annum tms a l s o  

vhich  have beTun ope ra t ions   i n   r ecen t  years a r e   c i g a r e t t e s ,  matches, 
plastic m d  aluminum hoUSeTJareS, Garments and foam mattresses .  A. r e l a t i v e l y  
l a rge   p ro j ec t  compl-eted i n  1975 ms t h e   t e x t i l e   f a c t o r y   v i t k  a capac i ty  
of 7 . 5  mil l ion  square meters of cloth ner annum. A leather   products  
f ac to ry  vas s t a r t e d  in 1975 and lJ?!Ir3@ is provid ing   technica l   ass i s tance  i n  
t h e   t r a i n i n g  of s k i l l e d  labcr for the  manufacture cf shoes and other  1eR.ther 
products ;   yoduct ion   capac i ty  for shoes i s  200,000 p a i r s  Ter annum. I n  
addi t ion ,  an ex is t ing ,   bu t  unused, tannery m s  r e h a M l i t a t e d  and e m n d e d  
i n  1974. Consequently, hides  and nl-ins,  which  used t o   h e   e x p o r t e d   i n  raw 
forn, a r e  now being  processed  into high quality leather f o r  export  as well 
as f o r  the  domestic  producti.on of shoes and o the r  items. Profluction of 
l e a t h e r  vas equal t o  177,000 square   fee t  i n  1974, and i s  expected t o  r e m F  
500,000 square feet i n  1976. Las t ly ,  ti f ac to ry  f o r  t he  manufacturc of sna re  
p a r t s  for  agricul tural   machinery vas s t a r t e d  ir. 1973, and the   vc lue  of i t s  
output i n  1974 anowfed t o  YTI 59,800. 

e e s t a b l i s h e d   i n  1975. Other  consumer goods beinq  produced  by  factories 

5. "" - ...- "" "- 7 
Fcononic  9erformance in   o the r   s e r ' t o r s  

Vith the  reopenins  of the Suez Canal i n  June 1975, the  rirtcl.ininr  trenc! 
i n   a c t i v i t y  a t  t h e   T o r t  of Aden VD,C; reversed-. The number of s h i p s   c a l l i n g  
at the  Fort   increased from 1,233 i r  19711 t o  l,11.51 in 15175, and. net r e g i s t e r e d  
tonnage from 5.1 million tons tc 6 . :dll ion  tons  (Table 5 ) .  "owever, 3unkcr 
f u e l   d e l i v e r i e s   d i d   n o t   r i s e  as ?rucl: as he.$. been hoped. Vor t h e  rmst part 
t h i s  vas due t n  t h e   a v a i l a b i l i t y  of -Yenper fuel zt Jedcleh. Moreovcr, R number 
of' Torts i n  t h e  area have bee? in;provd  9J.ncc t h e  closure of k?le 9uez Canal, 
and i n   r e c e n t  years there   has  ?wen ac incrcasinF tenc?cncy i n  t;iz  shin-oi.nr 
industry  towwd  bunliering at the  por t  of dennrtw'e. 



Table 5 .  Activi ty  in Men Port 

(In thousands of long tons ) 

Number of ships ca l l ing  
Net registered tonnage 
Dry cargo  imwrted 
D r y  cargo  exported 
O i l  imports 
O i l .  exports 
Bunker *e1 oil 

Transit passengers (in thousands) 

Dhows- 1/ 

Number of dhows ca l l ing  
Net registered tonnage 
D r y  cargo imported 
Dry cargo exnorted 

- ~ 

Source: Yemen Ports and Shipping Corporation. 

1/ Powered barges of small tonnage used mainly for coastal trade. - 

I 
t 
f' 

1 



Conmercial a c t i v i t y  l;as been r i s i n g  as the  road  network has been 
emanded  and the  h in t e r l and   E radua l ly   i n t eg ra t ed   i n   t he  economy. At the 
same t ime  the   ro le  of t he   pub l i c   s ec to r  llrs increaned ,   no tab ly   in  t h e  
f i e l d  of IJhOle5al2 trade,  includin;:  imports  and  exnortn but  also i n  t h e  
r e t a i l  trade. Prcser?t ly ,   vefetables   and  f rui ts   pror iaced by cooperat ives  
and s t a t e  farnls are purchased  wholesale by the Central  r!rtrl,:eting Board 
f o r  Vegetables and   so ld   to  re ta i l  d i s t r i b u t i o n   o u t l e t s ,   m a i n l y   i n   t h e  
p r i v a t e   s e c t o r ,   i n  urban areas. The vholesale  trade i n  fish i s  t h e  
monopoly of the PCP!.J. Consumer coope ra t ives   a r e   ac t ive   i n  t h e  ma.rlretinG 
of  l o c a l l y  grovn, as ..re11 as iTported,  trheat  and  other  foodgraina. 'The 
3a t iona l  Company f o r  !Iome Trade c m t i n u e s   t o  be the oulllic  sector  agency 
f o r   r e t a i l   d i s t r i b u t i o n  of imported goods, vhile the   Bat iona l  Company 
for  Foreign  Trade i s  respons ib le   for  Kost publ ic  sector imports, oil 
sector t r ansac t ions ,  and some goods so ld   to   sh ips .   S ince   the   reo7ening  
of t h e  Suez Canal, e:overnnlent dut.,r.. free shops have also been  opened for 
t h e  sale o f  goods t o  tourists and sc;arnen. ':!le reovening of the  Canal has 
a l so   c r ea t ed   oppor tun i t i e s  for  developinl?  entrepor;   and  trnnsit   trede.  
A f r e e  zone has therefore   been  es tabl ished.  It i s  expected that tile 
facilities of the zone t r i l l  be used f o r  trans:;?li.lxrent o f  goods from 
Aden t o   o t h e r   c o u n t r i e s  by sen as  w e l l  as Ly l and .  It i s  also eavisaged   tha t  
ah a l a t e r   s t a g e  t h e  zone will be u t i l i z e d  foi* the processing of goods 
for  export. 

6. Ikployxnnt, ,- .~ra~es  and  prices 

a. Flylomen$ tnd- vpflss 

Despite tm lac!r. of adequate  data. it i s  k l i c v e d  that unem.ployn:ent 
has  been  greatly  reduced  in recent yea r s ,  as 8 r e s u l t  of tlle acce lera ted  
development e f f o r t .  This is  confirmed b-r stat is t izs  relatiny: t o  the 



comprtrable date, i‘or other ~ Y ~ P S ,  it i s  bel ieved tht,’ t ? ~  rate of 
absorption tras even  hipher there The publ ic  sector has becn t h e  
predoalinant  source of emyloymcnt o p m r t u i t i e s . ,   a p u r t  fron t;h ncv Jobs 
c r e a t e d   i n   t h e  devcloplncnt p ro jec t s  cm!:lcted and  under m y ,  d i r e c t  
employmetit i n  t h e  Government has also increased as a conscauencc O S  
expansion  in  adndniot;rative dcpurt;n!r:r.ts. i.anuo\r(:r shortages arc said 
t o  be fqq:cnrinF,  n!airrly, +,houp;l not   exclusively  in   rcqar t i  t o  hi,?111?7 
skilled personnel.  I n  o ~ d w  t o  des1 with this problem,  foreianers are 
being  recruited  wherever  qrlalif‘icd  local ataff i s  not   avai lable .   Further-  
more, cons iderable   a t ten t ion  i s  beirg pa id  t o  !nanpover traininfr,. 
Techn5.c;rl e d u c a t i o n   f a c i l i t i e s  arc beinp  rapidly developed with a s s i s .  
ta,.:? from in te rna t iona l   o reaniza t ions  (maid:? t h e  ll:.TP) and hilateral  
sources :. on-the. . . job  traininp i s  a l so   s rovided   on   ner ly   es tab l i shed  
development p ro jec t s .  IJorcover , seve ra l  hundred Y c n n i s  are being 
t ra ined   abroad   in   var ious  fS.elds , such as ap -!culture,  fish5 ne and 
engineerinE. ‘l’he Governmerit; i s  a lso encoura;.;inG Yernenis vorlcing abroad 
t o  r e t u r n   t o   t h e i r   c o u r t r v ,   I n  order t o  reduce the dq ree  of i.lliter’o.cy 
and raise t h e  reneral  l e v e l  of education,  expenfiiture  on  education !ins 
been  stepped  up; 3, un ive r s i ty  vas s c t  un i n  1375. 

The Government is applyinr:  an  extremely  touz’l  policy  on %?ages an2 
s a l a r i e s .   I n  1972 it reduced   s a l a r i e s   subs t an t i a l lv  on a progressive 
sca le .  On the first YD 500 rL ycrir ,  t,lu-! c~ t , : .  w.0uzt;t.d t o  15 per 
cent ; on the  second, t h i r d  and  fourth brackcts of  Y!: 5 0 0 ?  t h e  
reductions  were 20, j+O and 69 per cen t ,   r e spec t ive ly ,  for married tax.. 
payers  and 30, 60 and 80 per   cen t ,   r e spec t ive ly ,  for  s inele   ones.   Since 
then  and up t o  I,Iorch 1375,   despi te  the i n c r e a s e s   i n  t h e  cos t  of l i v i n g ,  
t h e r e  was no across- the-board  increase  in  wages and salaries. In  1374 
laws were passed g r a n t i n g   s p e c i a l   i n c r e a s e s   t o  s k i l l e d  manpower ca tegor ies  
uolding  i-iaster s or  higher unzrees . These measures  included an element 
of  compensation as, f o r  exarrqde, i n  t h e  case of nhysicians who vrere 
no longe r   pe rmi t t ed   t o   p rac t i ce   ou t s ide   t he  s ta te  s-~stem, and an clement 
or’ adjustment t o  dec rease   d i spa r i t i e s  iu remuneration  between  the 
P.D.R. of Yemen and  neighboring  countries.  

In  Zarch  1975,  the Gavernment [:ranted an across  .tlle-board  increase 
of 5 per c e n t   i n   t h e  take--Lorw pay of  7overnment  and  public  sector 
employees .lJ A t  t h e  Sam time, tt?e  weekly  hours of  Tlorlr vere increased 
from 42 t o  47. P resen t ly ,   t he  monthly salaries of Covernment cm?loyees 
ranze from YD 15  t o  YD 23 (:;it11 n 3  mlditiunal  al lowances for  semi-- 
skilled and   unsk i l l ed   l abo r )   t o  Y11 63-69 plus   an allowmce of 25 pcr 
cent   for   execut ive  grades.  I n  addi t ion,   engineers   veter inary surgeons .) 
chemists  and those v i t h  liaster’ s o r  1’h.D. dqrees are paid s F e c i s l  
allovances of 25 per   cent  OF t h e  bas ic  sala.r:,-, vhi le   senior   and sup??r- 
v i sory  staff i n  the f i e l d s  of f inance,  econcmy and plami!-,?,   accountants,  
t a x   a s s e s s o r s  and graduates   in   phys ics ,   c l?mis t ry ,   b io logy   and  

.. - . “ .“ _. - - - - “ - - . - 
1/ :;ore prec ise ly ,   there   vas  an increase  of 10 per   cent   in   vage  and 

”- 

s a l a r y   r a t e s :  hotdever, half of these increases  i.s t o  b e  vit!lheld for 
the   Soc ia l   Secur i ty  F’und. 

- 
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0 mat11einatics are p i d  a spec ia l  rrllotmnce of 20 per cen t .  special 
nllowmces q% f l a t  rates per month are p a i d   t o   p e n e r a l  fledical practi.. .  
t i onc r s  and dental   surzeons (‘ia 7c ,791, medica l   spec ia l i s t s  (YG 106-156) , 
and t o  judges and lega l   advisors  (YD 5 ) ,  e f f e c t i v e  January 1 T 5 ,  
engineers are pa id  a n   a d d i t i o n a l   f l a t  allowance of I”) 5-15 per morrt::. 

L, rriceri 

Price con t ro l  is reg:arded as a second important instrunent for 
achievinf ;   the   object ives  of the  Government s an t i . . i n f l a t iona ry  ! l O l i C Y .  
I n i t i a l l y  price f ix inE at the  retail l eve l  vas limited t o  a 1’277 

e s s e n t i n l  coeds, v h i l e  the p r i ces  of o ther  goods :rere con t ro l l ed  
i n d i r e c t l y  by the presc r ip t ion  of  ??holesale and r e t a i l   n a r c i n s *  The 
d i r e c t  control of re ta i l  p r i ces  was Eradually  extended End b:/ t h e  end of 
1975 it covered all. goods considered t o  be imaortant  iteme of domestic 
consumption. %ta i l  p r i ces  are determined f o r  eack iten! on t h e  b a s i s  
of  invoice  pr ices  in t h e  case of innarts ar.d t h e  cost  of product ion   in  
the case of loca l ly  produced  poods, a f t e r   a l l owing  f o r  markups for  t h e  
uholesale anf! r e t a i l  trade. This pol icy   impl ies   tha t  an,? iricrease i n  
import  Frices  vould be passed on t o  consumers.  )lovever, i n  V i C V  Of 

the s u b s t a n t i a l   i n t e r n a t i o n a l   i n f l a t i o n   i n  1974 rnd 1975 t h e  Government 
modified t-.l?is p o l i c y   s e l e c t i v e l y   i n   a n  attenpt t o   s o f t e n  t h e  impact on 
the cost, of 1ivin;t cf t h e  poorer   c lasses .   Spec i f ica l ly  i n  Januarr 1971+ 
subsidies  vere  ?ranted o r  increased on  seven items, wheat, flo*Xr, r i c e  
sugar, c i l k  powder,  phee  and  cooking o i l ,   b u t   a t  tile snme time t h i r  
prices were raised  aTpreciaLlv,   In   crder   to   f inance  these  subsidies ,  a 
Price Stab i l i za t ion  Fund,  independent of t h e  Government budeet ,  was 
c rea ted  and i s  administered by the  ! . ; inistry  of Trade and Supplies. The 
r e c e i p t s  of t h e  Fund include a 10 pPr cent   increase  i n  import   dut ies  on 
a l l  inpor t s  o ther   than   foods tc f fs  , a 5 pe r   ce3 t   t ax  on the p r o f i t s  of 
publ ic   sector   enterpr ises   and 80 per  cent  of t h e  commissions  earned on 
public sector imports.  Silice 1974, t h e r e  has been no change i n  the 
prices   charged  for   the  subsidized items, even ttouy,!l i n t e rna t iona l  
prices  have  declined. On t h e  basis of c o s t  a t  the  t ime of purchase 
(rat5er than   rep lacement   cos t ) ,   the   to ta l  amocnt of  the  subsidsp was 
estimated a t  n> 3.5 m i l l i o n   i n  1374 and 1975. The e f f e c t  of lover  import 
p r i ces  on t h e  subsidy bill f o r  1976 is e-ected t o  be p a r t l y  offset by 
the f a c t   t h a t  t h e  Goverxment has decided t o  bear i n t e r n a l   t r a n s F o r t a t i o n  
Costs to   p rovinces   ou ts ide   iden ,  with a view t o  unifying  prices  throughout 
t h e  country. 

0 

Tie a v a i l a 3 i l i t y  of goods i s  a major element i n  any pol icy  of p r i c e  
controls .   Since t h e  country’s   balance of payments has been weak and 
imports less than  adequate ,   suppl ies   have  been  l imited and the po l i cy  had 
t o  be supplemented by r a t ion ing  a f ev   e s sen t i a l   comodi t i e s .   Neve r the l e s s ,  
shortages and black  market  activity  have  appeared at times. 

Tile cost  of livh? infie;; j . , ~  Aden increased. by 26 p e r  cen t  in 1374 
ref lect i lg  s u s s t a n t i a l  upward adjustnents i n  imoort ?rites, y r t i c u l a r l y  
those of f o o d s t u f f s ,  c lo th ing  and qa.t (a st imulant  l eaf )  , tobacco a d  
a lcohol ic  bevera-es. 9ue t o  cnerqy  cmlservation 7,easures inposcc! by tile 
a u t h o r i t i e s ,   t h e r e  :!ere also subs t an t i a l   i nc reases   i n   t he  price of gasoline 
and rates c!larwd for c l z c t r i c i t y  consumptio.;. by householL!s. In  1 9 7 5 ,  
reflectin? the   dece lera t ion  in the vmrld i n f l a t iona ry   t r end  tile increase  
i n  the cost of l i v in ;  77as held t o  6.5 p e r  cent. 5s reyards t h e  vhol.esale 
price index i t  vent  up by 40.7  per in 1374 and 4 . 6  per cent between 

0 

I 3ecember 1974 arlZ September 1975 (see Table 6 ) .  
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111. Dcvelopclcnt Planninr, 

1. The planning  systenl 

The planning  system has undergone  cany  changes  since  the  establishent  In 
August 1968 of   the High Council   for  National P!.nnning to  determine  development 
s t r a t e g i e s  and t o   p r e ? a r e  a cotqrehcnsive economic  and social   developnent   plan.  
Present ly ,   each  minis t ry  and  major p u b l i c   c n t e r x i s e  has  a planning  uni t  
responsible   for   project   weparat ion,   oroFosal  and implementation. The 14j.ni.stry 
of  Planning  coordinates and supervises   these  uni ts   and  has   thc  overal l  
resTonsibi l i ty   for   the  2lanning  process .   Projects  must  be  submitted  to tile 
Liinistry  for  approval,  and only i t  has   the  iJ0wer to   authorize  disbursements  of 
monies  from the   cen t r a l   f i nanc ia l   poo l   fo r  economic  development,  which  draws 
from both   loca l  and foreign  sources.  

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

The f i r s t   a t t e m p t  a t  drawing up a nntional  plan--the  Three.Year Development 
Plan,  1971/72-1973/74--uas  essentially a compilation of ongoing  y.-ojccts  an3 
o the r s  which  had beer1 under   considerat ion  for  sor?.e time.  Nevertheless, i t  was 
s t a t e d   i n   t h e   r e l e v a n t  documents tha t   the   ob jec t ives  of the  Plan  were  to: 
ra ise   l iving  s tandards  through an i n c r e a s e   i n   r e a l  pc?r c ap i t a  income;  reduce 
unemployment by implementing  labor- intensive  projects ;   res t ructure   the economy 
by d i v e r s i f i c a t i o n   i n   f a v o r  of the   cor .mdi ty   sec tor ;  improve the  balance of 
yayments; achieve a more e q u i t a b l e   d i s t r i b u t i o n  of the  nat ional   product ;  and S u i l d  

s o c i a l i s t  framework was t o  be strengthened  through  the  Plan,   the Government a l s o  
intended t o  provide   appropr ia te   encouragement   to   na t iona l   p r iva te   cap i ta l ,  

e ur, the   educat ional  and hea l th   s e rv i ces ,  Moreover,  even  though  the  country's 

The in i t i a l   t a r ze t   fo r   t o t a l   expend i tu re   du r ing   t he   t h ree -yea r   pe r iod  was 
YD 40 mil l ion ;  however, it l a t e r  became necessary t o  rev ise   th i s   f j -gure  downvrard 
t o  YD 32.4 million  mainly because of a shortage of f inanc ia l   resources ,   shor tages  
of t ra ined  personnel ,   adminis t ra t ive  bot t lenecks and de lays   in   ob ta in ing   fore ign  
equipment,  Actual  expenditure amounted t o  YD 25.1 mil l ion,   represent ing  an 
implementat ion  ra te  of 77.5 ner cent  of the   rev ised   ta rge t .  Thc s e c t o r a l  
pa t t e rn  of f ina l   expend i tu re s  was l a r g e l y   i n   l i n e   w i t h   t h e   p r i o r i t i e s  of  the 
o r ig ina l   p l an ,  Thus, the  emphasis  on  infrastructural  development was r e f l e c t e d  
i n   t h e   f a c t   t h a t  38 p e r  cent  of total   expendi tures   absorbed by the   t r anspor t  
and  communications sec to r .  'Ib- importance  placc d on d i v e r s i f i c a t i o n   i n  t h e  
d i r e c t i o n  of commodity ?reduction largely  explains   the  high  proport ions of 
expenditure  accounted  for hy :kc scc to r s  of  np.riculture dnd f i a h i n r :  (31 l'er cent)  
and  industry (16 p e r  cen t ) .  Geoloy.ica1  and  winera1  surveys  accounted f o r  about 
5 per  cent,  and  each of the  sectors   of   educat ion,  ' e a l t h  and o t h e r   s o c i a l  
services   for   about  3 per   cent  of to ta l   expendi ture   (Table   7 ) .  

Two major p r o j e c t s   i n i t i a t e d   i n  the  t r a n s p o r t   s e c t o r  were t he   ccns t ruc t ion  
o f   t he  515-km highway  between Amin an2 AI. 7Iukalla  and the  329-km highway 
between A 1  Multalla  and Saioun. The Amin-A1 Etu!calla highway t o  be  completed 
i n  1976, w i l l  improve t r a n s p o r t   f a c i l i t i e s  between Aden and  the  Third,  Fourth 

i n i t i a l l y   e s t i m a t e d  a t  YD 6.2 m i l l i o n  was financed by a long-term  loan  from 
0 and Fif th   Governorates:   the   project ,   wi th  a capital   investment  requirement 
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che Pcople's  Republic of China  which a l so   p rovided   technica l   ass i s tance .  
I n   a g r i c u l t u r e   t h r e e   b i g  dam cons t ruc t ion  works were undertaken a t  Tuban, Atwar 
and  Rndfan, 378 wells were dun, t he   cu l t i vab le   a r ea  was increased by 27,000 
ac res  and a  number of s t a t e  farms were  estab1i;hed. An Agricultural   Research 
' Ins t i tu te  was set  up,  and several s tud ie s  and surveys,  such as  the study on 
s o i l  and water  resources in the Abyan Delta,  were  undertaken  with  foreign 
a s s i s t ance .   In  the i ndus t r i a l   s ec to r ,   t he   accompl i sh~nen t s  of t h e  P 1 . m  included 
t h e   r e h a b i l i t a t i o n  of the  tannery as we!.]. as   the  complet ion of t h e  above- 
mentioned factor ies   for   the  manufacture   of   matches,   paints ,   p las t ic   housewares ,  
c i g a r e t t e s ,   f l o o r  t i les  and   spa re   pa r r s   fo r   ag r i cu l tu ra l  machinery. 

Table 7. Actual  Investment  Expenditures Under the F i r s t   P l a n  

( In  thousands of Yemeni d i m r s )  

1971/72 1972/73 1973174 To t3 3. 
" "" 

Industry  575.7 
Agricul ture  and f i sh ing  1,604.0 
Transport and  communications  1,475 .G 
GeoJ og ica l  and mineral   surveys 302 -3 
Education  5.0 
llealt!l 10.0 
Housing  and mun ic ipa l i t i e s  " 

Other  social  services 75.1 
Tota l  4,047.9 

I f ldus   t ry  14.2 
Asr icu l ture  and f i s h i n g  3 9 . 6  
Transport and  communications  36.5 
Geological  and  mineral  surveys  7.5 
Education 0.1 
Health 0.2 
Housing  and munic ipa l i t i es  -. - 
Other   social  services 1.9 

1,628.5 1,949.1  4,153.3 

218.5 651.9 1 ,172 .7  
38.0 613.6 856.6 
86.0 310.0 906.0 
" " " 

570.3 149.6 755.5 
9,020.8 12,060.0  25,128.4 

In Per  Cent 

18.1 16 ,s 16.5 
31.7 27 .O 30.7 
40.6 36.7 3G. 1 
2.4 5.4 4.7 
0.4 6 .8  3 04 
0.9  6.7 3 06 

5.9  1.2 3 . 0  
" " " 

Source : iq in is   t ry  of Planning. 
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a.   Object ives  

Ihe Second  Developlnent Plan,  launched  in A p r i l  1974 i s  to   cove r  a period 
of f ive   yea r s  and  can  perhaps be considered an extension of the First Plan; i t  
had similar objec t ives ,   bu t  it g rea t ly  expanded expenditures and adapted  the 
m t t e r n  o f  s cczo ra l   a l l oca t ions  to the  changed s i t u a t i o n .  The pr inc ipa l  
ob jec t ives  were s t a t e d   t o  be the  t ransformation of the  economy toward increased 
commodity product ion,   import   subst i tut ion  in   essent ia l  consumer goods and t h e  
c rea t ion  of employment opportunities.   Special   emphasis was laid on increas ing  
agr icu l tura l   p roduct ion  by biixlging more land  under   cul t ivat ion and by improving 
Cultivation  methods, The largest .   share (37 per   cent)  of t o t a l   expend i tu re  was 
a l loca ted  t o  ag r i cu l tu re  and f ishing.   Allocat ions  for   the  t ransportat ion  and 
communications sec to r  were e q u a l   t o  25 per c e n t ;   t h e   i n d u s t r i a l  and s o c i a l  
services   received 1.8 and 19 per   cen t ,   respec t ive ly  (Appendix Table 27). The 
s h i f t  in p r i o r i t i e s ,  as compared t o   t h e   F i r s t  Plat,, sterns from t h e   f a c t   t h a t  
whi le   the   bas ic  groundwork had been l a i d   i n   t r a n s p o r t   i n f r a s t r u c t u r e   d u r i n g  
the   F i r s t   P lan   per iod ,  the de te r io ra t ion   i n   t he   ba l ance  of payments a,-.d the  
s tagnat ion of incomes ca l l ed  for a quick   increase   in   p roduct ion  and  employment; 
t he   ag r i cu l tu re  and f i sh ing   s ec to r  was perceived as af ford ing   the   bes t  

0 opportunities  for  such  development.  

b. Expenditure  targets 

The i n i t i a l   g l o b a l   t a r g e t  for investment  expenditures  during  the  Plan 
period was YD 75.4 m i l l i o n   a t  1':72/73 pr ices ,   represent ing  on an  annual  basis 
almost 8 doubling of the  expenditures  realized  under  the First Plan. The 
annual   d i s t r ibu t ion  of expenditures showed a c o n c e n t r a t i o n   i n   t h e   i n i t i a l   y e a r s  
with 70 per cent  of t h e   t o t a l   p r o v i d e d   f o r   t h e   f i r s t   t h r e e   y e a r s ,  19 per   cen t  
fo r   t he   fou r th  and 11 p e r  c e n t   f o r   t h e   f i f t h .   T h i s   r e f l e c t e d   t h e   f a c t   t h a t   t h e  
:rejects included were only those for   vh ich   there  was a reasonable   degree of 
assurance  regarding  the  avai labi l i ty  of f i n a n c i a l ,   p a r t i c u l a r l y   f o r e i g n ,  
resources.  The in t en t ion  of the a u t h o r i t i e s  was t o  r ev i se   t he   P l an  on a 
cont inuing  basis   postponing  or   advancing  cer ta in   projects  i n  o r d e r   t o  allow for  
changes i n   r e s o u r c e   a v a i l a b i l i t i e s .  

The rev ised   ta rge ts  are shown i n  Table 8 f t h e   f i r s t  two completed 
years  of t he  Plan and the   t h i rd ,   cu r ren t ,  year,!' Tota l   expendi tures   for   these  
three  years  (YII 108 million)  exceed the cor re spond ing   i n i t i a l  target for  the  
ent i re   Plan  per iod.  Some of the r e v i s i o n s   t o   t h e   t a r g e t s  were made because 
of cos t   over runs .   Others   re f lec ted   cer ta in   p ro jec ts ,   e i ther   o r ig ina l ly  
excluded from the  Plan o r  included as reserve   p ro jeccs .   In  a f e w  ins tances ,  
p r c j e c t s  meant for l a t e r   yea r s  Fqere advanced,  but  there were also case6 of 
postponements. 

1/ Because of the change in t he   f i s ca l   yea r  f r o m  A.?ril 1 to  January 1, the 
second  "year"  covers  only chc nine months  April-Decernber 1975 (see footnote  1 
t o  Table 9)  

--- ."- "__._ - -.. " - - 



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

""""" - "- "" ~ """"__ " 

.""-A"- ""_. "- " "" 
I n i t i , : l  Tatpets Revised TnrAets 

Apr . -1)ec. .qll'.  -1h.l- . Actual 
Sector 1974175 1975 197A1'75 1975 197h 1974!75 
"_.._ """"" - "" "._ ".". "_. "." " -.-.-.-..-.- ."" - "_."_."_ "_ 
Industry 
Agriculttlre and f i s h i n g  
'Transport and cnmmunications 
Gccrlogical and mineral survey 
Education 
Health 
Housing and nunicipalities 
Other social s e r v i c e s  

4 , 2 6 9 . 2  2 , 6 7 3 . 8  6 , 1 2 9 . 7  7,196.3 5 , 1 7 8 . 6   4 , 7 6 3 . 0  

3,831.0 5,089.8 6,381.9 lr,9R3.0 1 1 , 3 1 5 . 7  4,668.3 
237 .7  203.0  465.8 560.8 '4 ,753.5 308 7 
690 .0  1.,370,0 1,581 .o 4 , 9 3 4 . 3  5, S W .  9 6 3 4 . 9  

7 , 7 2 4 . 5  7 ,053 .9   12 ,262 .4  11,174,6 1'1,;3H?.h 8 , 0 0 9 . 6  

280 .0  2 7 0 . 0  731 $ 7  5 4 1  . q  1 ,574 .o 380 .2  
708.0  768.5 1,135.3 2,037.0 2,568.8 035.6 
4 3 4 . 8  5 6 6 . 7  !,070.9 1,786.3 3 , 1 2 5 . 7  603.8  

Induscrv 
A q i c u l t u r e  and  f i sh inR 
Transport  ant1 commmicntions 
Ccologicnl. and mineral  survey 
EdUf:3tL@P 
HCQ 1 e tl 

Ilousing and municipalities 
Other social  services 

23 .f4 
4 %  . 4  
21.0 

1. . 6 
3.8 
1.5 
3 . 9  
2.4  

1 4 . 7  
39.3 
2 8 . 3  
1.1 
7 . 6  
1 . 5  
4 . 3  
3.2 

( I n  p e r  c e n t )  
"""" 

20.6 21.7 
.2 37.6 

2 1 . 4  1.5 .o  
1 . 6  1 . 7  
5 . 3  1 4 . 9  
? . 5  1 . 6  
3.8 6.1 
3 .6  5.4 

11.6 
2 5 . 3  
2rc .9 
7.4 

21.1 
3.4 
5.6 
6.9  

h) 
h) 

I 
27.8 
49 .O 
23.3 

1 . 6  
3.2 
1 .9  
3 . 2  
3 . 0 

"""" ""-.""" ".""_" " "."_""" " - -" "."_ - ."."_ "".. - .-."."".- - """_ ..- " 

Source : Minis t ry  of Planning. 



- 23 - 

C. Sources of finemce 

I n   c o n t r a s t   t o   t h e   p a t t e r n  assumeti i n  t h e  Pj-rst P lan ,   the  Second Plan 
has  been  designed  with  greater  reliance on fore ign  sources of f inance  than 
on domestic  funds  (Appendix  Table 2 8 ) .  One of  the  important  conclusions 
from the  implementation of t h e   F i r s t  Plan vas t h a t  the  scope for  domestic 
f inanc ing   vas   l imi ted ;  mo?ceover, it was evident   tha t   l a rge   i r rpor t s  of equip- 
ment,  matericr.ls  and sk i l l ed   t echn ica l   pe r sonne l  from t h e  country 's  own 
resources  were  beyond  the  capacity  of i t s  balance of pymen t s   pos i t i on .  
Hence, t h e   a v a t l a b i l i t y  of foreign  f inance beczme an impor t an t   c r i t e r ion   fo r  
i nc lus ion   o f   p ro j ec t s ,   pa r t i cu la r ly   t hose  witn R substant ia l   foreign  exchange 
ccmponent. Hmever, domestic  finance was provided  for  a considerable  porticln 
of most p ro j ec t s   and   s eve ra l   p ro j ec t s ,   e spec ia l ly   i n   t he   f i e ld  of  housing  and 
s o c i a l   s e r v i c e s ,  depend  primarily on dmes t i c   r e sources .   Spec i f i ca l ly ,  
a c c o r d i n g   t o   t h e   i n i t i a l   t a r g e t s ,  YP 40.9 mi l l i on ,  or 54 per   cent  , of t o t a l  
expenditure vas to be  financed  by  foreign  funds, However, d a t a  for  a c t u a l  
expenditures show t h a t   t h e   r o l e  of domestic  funds  (Table 9 and  Appendix 
Table '29) was of zajor importance i n   . t h e  f i r s t  tvo   y sa r s ,   Th i s   r e f l ec t ed  
both   the  need t o  advance c e r t a i n  do es t ica l ly   f inanced   pro . jec t s   a rd   the  f a l l  
in   the  f lov  of   foreign  ass is tance. l ; )  A l a rger  volume of foreign  funds i s  
expec ted   in  1976. 

Xost of t he  foreign  f inancing f o r  t h e  Plan i s  i n  t h e  form of sofk-term 
loans  f rom  bi la teral   sources   such as t h e  U.S.S.R., the  People's  Republic of 
China,  Czechoslovakia, ilutrait and t h e  Li tqan Al*ab Republic. In genera l ,   the  
loans  cover  the  foreign  exchange component of p ro jec t s  t o  be ca r r i ed   ou t  by 
the  d0nc.r coun t r i e s ,   bu t   t he re   a r e  also cases of f inancing for p r o j e c t s   t o  
be implsr,len+;ed by agenc ie s   i n   o the r   coun t r i e s  on t h e   b a s i s  of i n t e r n a t i o n a l  
tend?-:;., There  has  recently been an improvement i n   t h e   c l i m a t e   f o r   f o r e i g n  
assl::ta,r.ce, wi th  seve ra l   subs t an t i a l  cc,mrnitrnents of   a id   being .announced 
during lc)75. For example,  the Kuwait  Fund f o r  Arab  Economic  Development 
gran ted   the  P.D.R. of Yenen a c red i t   o f  US:;'l5 m i l l i o n   t o   f i n a n c e ,   j o i n t l y  
wi th  I D A ,  a number of   projects   including  the  constr t lc t ion of  358 k i l o  e t e r s  
of roads betveen  the Wadi Hadramavt a g r i c u l t u r a l  area and the coast.2' The 
Libyan  Govercment  has  pledged  assistance of about $75 mi l l ion   inc luding  a 
s o f t   l o a n  of $21 mil l ion  for t h e   e l e c t r i f i c a t i o n  of  Hadramawt and a contribu- 
t l o n  of $20 mill ion  tovard  the  formation of a j o i n t  ccnpnny w i t h  the   Govermmt  
of  the P.D.H. of Yeaen f o r   t h e  development of f i s h  acd xsr ine   resources .  
- 

l n t - s h o u l d  be noted, 'hoiGever, -that- son; "foreigi?fini&ie in - the  form of 
counterpart   funds  arising  from  foreign corrmodity a i d  and  cash  grants  are 
t r a n s f e r r e d   t o   t h e  Deve1:opnent Fund and thus misclassi.f'ied as domestic  finance. 
2/ I n   e a r l i e r   y e a r s  the 1Cuwai.t Fmrl made avaj.lable t o  t h e  P.D.B. of Yemen i n  

loans  and  grants   the  equivalent  of US$? mill ion. 
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Table 3.  Financing of Investment  Expenditures i n  t h e  
First and Second Plans 

(In  thousands of Yemeni J i n a r s )  " 

Revised Plan Targets  I! c t u a l  
Local  Foreign To tal Local Foreign Tota l  

0 .  

. .  

0 

2,290.8 4,C48.0 

7,940.5 12.C60.0 
69130.3 9,020.8 

16,361.6 25,128.8 

6,438.4 20,004.0 

Five-Year 

21,128.2 8,630.5 29,758.7 

Source:  Ministry of Planning, 
1/ Through  1974/75 t h e  fiscal year was from April 1 t o  March 31 but  from 1"76 it 

coyncides w i t h  the   ca lendar  year. An interim budget was implemented  during the l a r t  
t h ree   qua r t e r s  of 1975. - 2/ Preliminary.  

Ass is tance   f rom  nul t i la te ra l   sources  comes mainly  from  the World Bank 
Group, t h e  Arab Fund f o r  Economic and  Social  Development (AFESI)) and  United 
Nations  agencies.  Seven IDA c r e d i t s   t o t a l i n g  US:j:38.4 mil-lion  have so far been 
approved   fo r   f ea s ib i l i t y  studies and p r o j e c t s   i n   t h e  areas of educat ion,  
f i s h e r i e s ,  road cons t ruc t ion  and t h e   r e h a b i l i t a t i o n  of' t h e   P o r t  of Aden. The 
AFESD has made two loans ,  one of USclO.8 mi.llion for f i s h e r i e s  and a second of 
UStlz .2 m i l l i o n   f o r   t h e   r e h a b i l j t a t i o n  of t he  Por t  of  Aden (a p ro jec t  
f i nanced   j o in t ly  wi th  IBA).  The United Nations Cevelopment  Program (UIDP) 
has been  engaged i n  a program of a s s i s t a n c e   t o t a l i . n g  US$lO mil l ion  f o r  t h e  
five-year  period  1372-76. It has focused on t h e   t r a i n i n g  of domestic 
p e r s o n n e l   i n   t h e   f i e l d s  of agricultural research,   h igher   educat ion,  health,  
manpover  development  and i n d u s t r i a l  skil ls .  The UNTDP program i s  ljkely t o  be 
expanded for the   next   f ive-year   per*iod commencing i n  1977. Other United 
Nations  agencies such as UNESCO, UNTDO and 'WHO have also been  engaged i n  
providing a i d  a,nd t echn ica l   a s s i s t ance .  
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Domst ic   f inanc ing  of t he  Plan is p a r t l y  shown under   the headiw 
"Development F M d "  i n  Appendix To.ble 29 ,  hecording t o  a law udopted i n  
1974, 50 per cent of t h e  after-tax profits of public corporat ions *ire 
tramferred t o  t h i s  Fund.&/ I n  adrlit;ic,l, the  Fund i s  c red i t ed   w i th   con t r i -  
but ions of Ycmenis and lmnk finstwir,r(  which is permitted rminly for  quick- 
y ie ld ing  projects. Other  domestic resources used for  the Plan  cae 
seif-f inancing by public sector firms and  the snlall i n v c s t m n t s  made by 
t h e  private sec tor .  

d .  Pcrfomance i n  l974/75 and April-Ikcernlx?r 1975 

I n   l i n e   v i t h   t h e  e::pendit;ure targets, t h e  level  of ac tua l   expendi tures  
has continued t o  inc rease   yew by yenr; compare,' t o  YD 12.(') mil l ion  i n  t h e  
l as t  year of t he  First Plrtn,  they amounted t o  Y1) 20.0 m i l l i o n   i n  L0'74/'75 
and M, 18.7 m i l l i o n   i n  t h e  nine months April-Dccember 1375. Therefore, 
investment  exnenditures muct now represent  a n  appreciable  propcv'tinn of 
GNP. However, t he  ra te  of inlplerccntation has not  improved; the r a t i o  of 
ac tua l   to   p lanned   expendi tures  was 67.2 per c e n t   i n  1374/75 and 56.2 per 
c e n t   i n  Ayril-December 1375, compared t o  75.1 Fer c e n t   i n  t h e  e n t i r e   F i r s t  
Plan per iod.  Thus, althoueh the devel.opment e f foy t  has been acce lera ted  
impress ive ly ,   cer ta in   fac tor3   cont inue  t o  impede t h e  achievement of des i red  
goals; t hese  include adminis t ra t ive   bo t t lenecks  a!?d shortages of s k i l l e d  
mdnpmer 8 s  well  as delays i n  obtaining  foreign  f inance aad supplies. 

- " 
l/-. 3he-fUnd- may also be c red i t ed  w i t h  som fo re ign   f i nanc ia l   r e sources  . . . " . . - - " - - - - - 

(see footnote  1, p. 2 3 ) .  
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I V .  Gowrnnent Finance -._-..-. 

1. Structure- of' the 1)ub! "_ if: s e c t o r  

The pub l i c   s ec to r   cons i s t s  o f  the   Cen t ra l  Government, munic ipa l i t i es  
atid n number of public  e:ltcrprisc?s and na t iona l ized  componien cn(:ac,c?d in 
trade, badtinr:,  insurance,  mmuftrcturinG,  acriculture and t rnnspor tn t ion .  
All tlifsoc e n t i t i e s  ltecp sepa ra t e  budgetary accounts,  lhe budget of  the 
Central Governrnent includes  current   domcst i r   revenuer; ,   current  cxy)c?uditWcS 
and some capi ta l   expendi tures   (mainly for maintenance  and rcpirs).  i?eVel,O!l... 
mctit expenditures and thc i r   i ' i nanc ing  are no.,   included,  but nre imorporatcil 
i n  the dcvelopmcnt plans.  In  the p s t ,  the h'ifth  Covertlorate  maintained 
i t s  ovn budcetary  accounts  and customs system. Custo?s duties were 1.cvicd 
on a l l  imports from the rest of the country,   with tile cxceotion of foodsf8uffS 
Followinr: t h e  in t roduct ion  of  the ~ : V C L ' U ~  import tar i f f  in 1370, nL1 cus tom 
b a r r i e r s  between the  Fif th   Governorate  and t h e  rest of the   country were 
removed and the  revenues thus l o s t  by t h e  ik>vernorat,e 1.7ere repluced by a 
Centrrll Government subsidy. As o f  Iy-5.1 1373, t h e  budpletaxy accounts of 
the  Governorate were conso l ida t ed   i n  thc budeet of the   Cen t ra l  Government;. 

The budget of  the   Cent ra l  Government i s  on B cash  basis .  In addi t ion  
to ord ina r J   r ece ip t s ,  t h e  Treasury may use i t s  holdin@ on account Of the  
Post Officc Savin,$ Fund, flie Pension Fund and cer ta in   o ther   funds .  I t  C M  
a l s o   r e l y  on temporary advatxes froln t h e  B a n k  of' Yemen ( the   cen t r a l   bank)  
and may issue bills and s e c u r i t i e s  :rhicil the I3nnlr. 1.73:~ purchnse  without 
l i m i t a t i o n ,  The con t ro l  of expenditures is  t h e  r e s p o n s i b i l i t y  of  t h e  
Treasury and the Accountant  General md i s  effectt?d through a preaudi t  
system carried out  by a n   o f f i c i a l  of the: Treasury and a pos t aud i t  systexn 
by t h e  Audit Department. 

2. Budget preparation  and  executf.on 
" .."." 

As ind ica ted  ear l ier ,  in   the  per iod  fol lovinr!   independence  in  l?67, 
the f iscal  p o s i t i o n  of the Governlcent de t e r io ra t ed  due t o   t h e  loss of U.K. 
budgetary  support. This prompted the Government t c  drnv up the budget i n  
t w s  statyes, i .e.,  monthly  and year lv .   : lonthly  a l locat ions vere based on 
ant ic ipated  revenue  col lect ions for t h e  c u r r e n t   f i s c a l  year and ac tua l  
e x p e n d i t u r e s   i n   y r i o r   y e a r s .  The annual  budget vas based on a c t u a l   r e s u l t s  
for t h e  first nine months and was no t   f i nn l j . zed   un t i l  after t h a t  period. 
Vhile this procedure  proved useful i n  curbin(;   public  expsnditures,  i t  
hampered meanin~ful .   f inanc ia l  and f iscal   p lanning: ,  it vas therefore  
abandoned  becinnini: i n  1973/74. Under presext procedures, the  prepara t ion  
of t h e  budget starts seve ra l  mouths Sefore  each f i s c a l   y e a r  ;.ihen the 
Kin i s t ry  of Finance  issues a c i rcu la i .  t o  all ,:overnir:ent departments  defining 
t h e  basic guidel ines  for t h e  estimates. 'lke k i n i s t r y  reviews the   r eques t s  
received from the  departments i n   l i y h t   o f  i t s  o m  fo recas t s  of o v e r a l l  
prospects for the   year   and   then  prcyl-cs the  budgetary estimates f o r  
consideyation and debate by the Cabinet. In the last phase,   the  'bud,?et 
proposals are submitted t o  the   P res i l l en t i a l  Cc,!:ncil for discussion and 
f ina l   app rova l .   I n   o rde r  t o  keep   ou t lays   wi th in   the  limits p r e s c r i b e d   i n  
the budget,   the  Ministry of Finance  exercises  coi: trol   over the expenditures of 
the WVernTT.ctlt agencies by authorizing then t o  spend cnly OD a Wnth-by- 
m n t h  bas i s .  



0 
4 

"- """""s-. 

l h d ~ e  t 1: s I; 1. t w  I: e s 
Ac tua 1 s .ipr . -Dee. 

1970/71  1971/72  1972/73  !373/74  1974/75  1974/75 1975 19 76 

1 
L .  

2. 

5 .  

4 .  

". ~ - .  "" Domestic revenue 
Direct taxes 
I n d i r e c t  taxes 
Others 
E'if t h  Governorate 

C:;pcnditurcs 
Current 
C a p i t a l -  l /  
Fifth Governorate 

13.22 
2.60 
5.19 
4.71 
0.72 

17.56 
16.32 
0.50 
0.94 

- 

Finon; inf ;  of governnwnt 
d c f i c i t :  4 . 9 8  
Foreign &rants 1.85  
I)orrc>.sC-ic ? = I 3  

- 
Net borrowing from the 

C:;anges in govcrnnwnt fore ign  
b a n k i n g  systr.m (3 .07)  

assets  ( increase  -) (0.06) 

1.5 .99 
3.96 
7 .57  
3 . 5 5  
0 . 9  1 

?(I, 75 

0.52 
1.91 

-4  1 7 4  

- 

18.30 

- 
- 4.u5 

3.44  
4.41 

(4 .3  1) 

(0.10) 

0.1.1 - 

12.05 
2.60 
6 . 4 4  
2.10 
0.91 

21.68 

0.47 
1.91 

-9.63 

- 

19 .go 

3 .94  
0 .30  
9 . 6 4  

(9.OGj 

( - - )  

0 , -7, 1 

1.5.34 
3.31 
8 .27 
3 . v  
" 

P i .  7 3  
2'1.84 
0.89 -- 

- 7 . 3 9  

- 7.52 

7.52 

(7.52) 

("1 

" 

0.15 

10.35 17.80 
2.31 4 .e4 
- 

s .i;r 8.22 
P.93 4.74 
" 

0.66 1.30 

1 

- 11 .65  -17.80 N 
4 

I 

Source: Ministry of Finance. 
1/ Excludes development expenditures under the development plan.  Due to  statistical difficulties it WLIS 

nor possible td consolidate the investment and current  budgets. 



Table 11. Central. Government: OrdinGry Kcvenues 

- 
Dudget !:stirnates 

Direc t  t a x e s  
'Taxes on income and arofits 

- "" Lndirect t a x e s  
Inmort d u t i e s  
i:xcise t a x e s  
;;tamp d u t i e s  
Other 

I: Includes trw'sfers of  prof i t s  by H a n k  of' Yemen. Since 1!~73/74, t h i s  f w m  d . s o  i n c i u d e s  trarrsf'ers of' 

- 2 1  Hevenues of the Fifth Governorate have been incorporated i n  ordinary revenues since Apri l  1973. 
2 5 p c r  cent  of afier-tax p r o f i t s  of public enterprises Esnd nacionalized ccmpanies. 
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0 3. gud,o;etary - developments "7 until 1974/75 

The p r i n c i p a l   c h a r a c t e r i s t i c  of t he  Central Government's  operations in 
recent years  was a p e r s i s t e n t   d e f i c i t  in the   current   account ,  despite continu-. 
ous efforts t o  increase domestic revenues and curb   the  rise i n  ordinary 
expenditures  (Table 10)  . T;le c?~s- :~*wt ';-vt~.s~,:~~t d e f i c i t s   i n   t h e   f i v e  years 
ended in 1374/75 averaged  about Y D  7 mil l ion  Ter   year ,  or about  one t h i r d  
of  averase  current  expenditures  over  the same Feriod. These de f i c i t s   h sve  
been financed  almost  completely  through  borroviilg  from the bankinc systcm.- I/ 

a. Struc ture  and t rends  in   revenues "- " 

The s t r u c t u r e  of budget; revenues is dominated by r ece ip t s  from taxes  
which, i n  1970/71-1374/75 averaged  &out  three  fourths  of  total   revenues 
Indirect   taxes   accounted for about 70 p e r  cent  o f  all tax rece ip t s   ove r  
t h e  same per iod (Table 11) . 

X r e c t   t a x e s   c o n s i s t  of a corporate incone tax, an individual.   incoxe 
tax,  and a t a x  on wages and s d a r j . e s . g /  The corporate  income t a x  is l e v i e d  
a t  a rate o f  37.5 per   cen t  on t h e   n e t   p r o f i t s  of companies i n   b o t h   t h e  
pr iva te   and   publ ic   sec tors .   Zece ip ts  from t h e  tax averaged  ahout 67 iser 
cent of d i r e c t  t a x  r ece ip t s   ove r   t he   f i ve -yea r   pe r iod  ended 1974/75. The 
ind iv idua l  income t a x  is progreselve  and i s  l e v i e d  on t h e  n e t  income of 
ind iv idua ls  ;.tho conduct t h e i r  otm businesses .  The t a x  on wages  and scllaries 
is a p p l i e d   i n  two s t ages .  F i r s t ,  a, p r o g r e s s i v e   s p e c i a l   t a s  i s  x i t h h e l d  
from t h e  salaries of  a l l  employees  except  those of  t i le   Central  Government. 
Second, any b a l a n c e   r e r c a i r h c   a f t e r   s u b t r a c t i n g  the amount of spxial t a x  
paid and other   deduct ions i s  s u b j e c t   t o   t h e   i n d i v i d u a l  income tax. 

0 

Indirect   taxes   conqrise  ,r!aialy exc ise   t axes  and import   dut ies .  The 
former  are  both ad valorem  and  speciflc and are l e v i e d  on a g r i c u l t u r a l  
products,  petroleum  products , f i s h e r i e s ,   s o f t   d r i n k s  and c i g a r e t t e s .  
Import d u t i e s   c o n s t i t u t e   t h e   S i r y e s t  si.nGle item of sovernment  revenues 
averaging  about 65 per   cen t  o f  i n d l r e c t  t a x  r ece ip t s  and 33 per cent  of 
a l l  revenues  over  the  f ive-year  period e:dvrl. i n  1974/75. I n i t i a l l y ,  such 
du t i e s  were l e v i e d  at d i f f e r e n t  rates on f ive   ca tegor ies  of  imnports: 
a lcohol ic   beverages,   c igaret tes   and  tobacco,  qat, eggs and  nonpotzble 

1/ There  are  discreimncies  between  the data on the   budget   def ic i t  
f inanced by the  banking  system  shovn  in  Table 10 and t h e   d a t a   i n   t h e  
nonetmy tzbles .   he d i sc repancy   fo r   f i s ca l  year 1974/75 is small. iIoTr- 
e v e r ,   r e l a t i v e l v  h r g e  discrerancies  have  been found for f i s c a l   y e a r s  
1972/73 and 1973/71+. PossibJ-y  these d' acrepp.ncies  arise  because some of  
the  i t e m  in   the   budget   (no t   d i sc losed  t o  Fund mission) are c l a s s i f i e d  as 
"belov t h e   l i n e .  " 

"_I_ " 

- 2 /  For a de ta i l ed   desc r ip t ion  of the   t ax   sys tem,   see  A2pendix  Table 30. 
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alcohol ;   fur thcr~rore,   the   Fif th   Governorate   maintained i t s  o m  customs 
a y s t m .  R g e n e r a l   t a r i f f  TTas introduced on t1eccl:i'sc; 8, 1970 by Law Eo. 'd 
i n   o r d e r   t o :   u n i f y  tariff r a t e s  for  t h e  whole  country;  al leviate the burden 
on bas i c  goods consumed by low-incom Eroups; e x t e n d   p r o t e c t i o n   t o   l o c a l  
industry;  and  discourage  the  imnportation of luxury goods. The tar i f f  
schedule was l a s t   r e v i s e d  i n  19'IL and it nov contains  15 different   ad  valorem 
rates and a number o f   s p e c i f i c  rates.l/ BasLc foods tuf fs ,  raw materials,   and 
c a p i t a l  goods are s u b j e c t   t o  low d u t i e s   v h i l e  luxury items are subject t o  
higher ones  (Table 12 )  

?Tontax revenues  include  receipts  from t h e   s a l e  of Government proper t ies  
mostly sales of obsole te  ecpiprmlt, t r m s f e r s  of 25 per  cent  of after-tax 
p r o f i t s   o f   p u b l i c   e n t e r p r i s e s  and na t iona l i zed  companies , departnlentdl 
revenues  and  other  miscellaneous  receipts.  The r e l a t i v e  share o f  nontax 
revenues i n   t o t a l   r e v e n u e s   h a v e  shown no d i a c e r ~ ~ i ~ l e  t r end   i n   r ccenc   yea r s .  

Governaent  revenues  have  increased by about 8.2 p e r  cent   per  annum i n  
1970/71-1974/75  due t o  some expans ion   i n   t he   l eve l  of economic a c t i v i t y ,  
the in t roduct ion   of  ne:? t a x  measures and improvements i n  t a x  co l l ec t ion  
procedures .g/ I n  1970/73. nnd 1371/72 revenues  increased. by 27 p e r  cent and 
21 per   cent ,   respect ively,   fol lowing  the  adopt ion o f  the general  import 
t a r i f f  and i t s  r e t roac t ive   app l i ca t ion   t o   s tocks   a t  the wholesale trade 
l e v e l ,  as well as   the  conclusion o f  3 nev  agreement with the  r e f i n e r y  
i n c r e a s i n g   t h e   r e f i n i n e  fee used for t h e  assessment of  t h e  t ax  l i a b i l i t y .  
However, i n  1972/73  there was a dec l ine   o f  25 7 e r   c e n t ,   i n t e r  a l ia  because 
accoun t ing   d i f f i cu l t i e s   a s soc ia t ed  v i t h  the t e m i n a t i o n  o f  the  Currency 
Au thor i ty   i n  August 2272 and i t s  replacelrent by t h e  Bank o f  Yenen prevented 
t h e  usua l   t r ans fe r  of p r o f i t s  from t h e   c e n t r a l   m o x e t a r y   i n s t i t u t i o n   t o   t h e  
government budget,  The uptmrd movement resw-ed i n  1973/74 v i th   an   i nc rease  
of 27 per   cen t  over the l e v e l  of 1972/73,   ref lect ing primarily a b e t t e r  
f inanc ia l   per formance   of   publ ic   en te rpr i ses  and lmtionalized  companies; 
higher  import   prices;  and n w  t a x  measures  taken i n  August  1972,  vhich 
r a i s e d   e x i s t i n e   e x c i s e   t a x   r a t e s  on tine Traduction o f   co t ton ,   f ru i t s  and 
vegetables  and  imposed new excise   taxes   on the olanufacturing of c i g a r e t t e s  
and t h e   s a l e   o f  f i sh .  I n  1c)74/75 revenues  rose  once  again  by 18 per cent  
due t o   l a r g e r   r e c e i p t s  from c o q o m t e  taxes ,   excise   taxes ,   import   dut ies  
and departmental revennes .i/ These inc reases  are a t t r i b u t e d   t o  a f u r t h e r  
improvement i n   t h e  economic pr formance  of publ ic  sector e n t e r p r i s e s  and 
nat ional ized  companies ,   bet ter   tax  col lect ion  nethods  and the continuing 
inc rease   i n   impor t   p r i ces .  
- _ _  " - 

1 n o r  a d e t a i l e d  summary of the-tariff schedule,  see Appendix Tables 
3 l ana  32. 

2 /  Par t  of the  ordinary  revenues o f  the Central  Gcvernment. are assiqned 
to" ihe   Pr ice   S tab i l iza t ion  I'und vhose mmin 1' 'dction i s  to   subs id i ze   p r i ces  
of bas ic   coxnodi t ies   ( see   sec t ion  1). These revenues  are  not  included i n  
the  ordinary  budget .   "here  nay also  have been t r a n s f e . r s   t o   o t h e r  fw-ds . 
p r i s e s  and  nationalized  companies. 

. - - - "_ -1. " . . . - - - " . " - - "- 

3/ Which include 25 per   cen t  of t h e   a f t e r - t a x  pr0fit.s of publ ic   enter-  
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Table 12. Summary of Tariff Schedule- 1/ 

(& ger cen t )  

Item 3ate  
. " ""- 

Bas ic   foods tu f f s   ( r i ce ,   co rn  and theat) 5 
Other  foodstuffs 5-39 
Tex t i l e s  and  clothing  (except silk) 10 - 30 
S i l k  and o t h e r  luxury textiles ho-50 
Capital coo& 2-20 
I n d u s t r i a l  raw mater ia l s  1-10 
Luxury goods and goods yroduced  local ly  50 and  over 
"."". -..-_I.- "-.- 

Scrurce: I t inistry  of  Finance.  

1/ me schedule vas first in t ro tLuced   i n  Deceniber 1970 and 
later amended i n  1974. 

b. St ruc tu re  and t r ends   i n   ex i end i tu re s  "- -."."- 

When i3ritish budgetary s u p o r t  w a s  d i scon t inued   i n  May 1368, s t r i n g e n t  
e f f o r t s  were made to   reduce  the overal l  l eve l  of governnent  expenditures. 
Wage rates were  reduced  sharply and a system of' monthly al lotments  was 
in t roduced;   for   ex is t ing   se rv ices   these   a l lo tments  were not t o  exceed one 
s ix t een th  o f  ac tua l   expend i tu re s   fo r  the previous fisc& year ,   except   for  
ce r t a in   i t ems   fo r  which t h e  amount allotred WELS one twelfth. The pol icy  of 
containment  continued  unti l  1969/70, Subsequently  however,  outlays on 
defense  were  stepped up; the  government adminis t ra t ion  was expanded, 
p a r t i c u l a r l y   i n   t h e   i n t e r i o r ;  and t h e  authorities s u b s t a n t i a l l y   i n c r e a s e d  
expendi tures   for   educat ion and h e s l t h  (Table 13). As a r e s u l t ,   o v e r   t h e  
per iod 1870/71-1974/75 current   expendi tures   ros2 at an avera3e rate of 
11.8 per   cen t  per annum, i .e.,  much faster than  revenues. 

A c lass i f ica t ion   of   expendi tures  by administrative  cat$Gory  reveals 
that the i r  major  component, defense and security,   averaged  about 46 per 
cent  of  to ta l   expendi tures   over  the period  1970/71-197b/75,  followed bJ 
education and national  guidance ( 1 4  per   cen t ) ,   gencre l   adminis t ra t ion  
( 9  per cent)   f inance and econony ( 6  p e r  cen t ) ,   pub l i c  vorks and communi- 
ca t ions  ( 5  per   cen t ) ,  and herzlth ( 5  per   cen t ) .  T!lelle have  been  no 
subs tan t ia l   changes   in  the relative shares  of these  expendi tures   durine t h i s  
period  (Table 13). 



Table 1.3. Central Government Ordinary Expenditures 

( I n  thousands of Yemeni d i n a r s )  

Budget Estimates 
Actuals Apr , -Dec . 

1970171  1971172 1972!73  1974!74 1974/75  1974f 75 1975  19 76 

Adminis t ra t ive  category 
General administration 
Defense and s e c u r i t y l '  
Assistance t o  l o c a l  t.ownships 
Public works and  communications 
Finance  and economy 
Bca 1 t h  
iidncntion and nat ional   guidance 
Agr icu l ture  
Pmsions 
Others 
P i f  Governorate 

Economic c l a s s i f i c a t i o n  
/<ages and sa lar ie s  
x a t e r i a l s  , supplies, and 

Debt s e rv i ce  
Pift!l Governorate:' 

n i scc l laneous  

Total.  expenditures 

17,551 
790 

8,059 
383 

1,239 
82 1 
92 8 

2,23L 
365  
255 

1,534 
943 

17,241 
9,739 

5,829 
73 0 
943 

i: 10 

17,551 

L 

20 , 755 
1 , 152 
9,184 

589 
1,146 
1,886 

2,615 
417 
237 
75 6 

1 , ? lo  

1,013 

"0,215 
10 , 700 

6 , 9S5 
6 9  0 

1,910 

520 

20,735 

- 

21,081 
1,886 
9 , 798 

365 
1,041 
1,154 

9 96 
2,711 

417 

1,027 
3 76 

1,910 

2 1,706 
11,194 

7 , 785 
3 1 7  

1,910 

475 

21,681 

- 

22,722 
2,693 

10,444 
45 8 

L ,076 
1,550 
1,152 

49 1 
2 76 
756 

3,856 

" 

2 1,540 
12,713 

8,994 
13 3 
" 

892 

22,732 

- 

77,452 

13,185 
5 ,5  18 

547 
1,167 
1 ,?57 
1. ,498 
4,459 

53 1 
3 53 
947 
" 

76,853 
15,565 

11,120 
183 
" 

584 

3 7,452 

- 

29,354 
3,664 

13, ooo 
1,304 
1 ,553 

4,735 

6 14 

1 , 6 7 1  

758 
6 06 

1,449 

28,.'i71 
15,6 73 

1~,300 
498 
" 

ssl 
29,554 

22,015 
2 , 748 
9,750 

46 0 
978 

1 , 164 
1,355 
5 ,s5 1. 

568 
$5 4 

1,087 
" 

21.,353 
11,754 

9,225 
7 72 
i /  - -  
6 G? - 

22,OlS 

Source : Ministry of Finance. 
I! Includes t h e  Ministry of the I n t e r i o r .  
F! After  1972173 expenditures of t h e  F i f t h  Governorate  are no longer shown separa te ly ,   bu t   inc luded   in  the 

vaFious  categories of e x p n d i t u r e s  of the   Cent ra l  Government. 
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.? ti.lffc.rc!l;t c l a s s i f i c a t i o n  by economic  function  ind.icates that 
payments of wqps  and salaries a"er'::Ced about 54 per cent of t o t a l  expen- 
d i tures   over  t h e  same f i v e  years .  Tu-cilnseo of mater ia l s  and supplies 
accounted  for  about 37 per cent ,   whi le  +,he relnainder tims nccourlted f o r  by 
capi ta l   ou t lays , such  as minterrance an3 repairs, and by debt service 
payments. I/ 

Expenditures on mces and s a l a r i e s  have  been  incrcnsinc  s teadi ly .  
Since t h e  Govcrnmnt has 'been  follovrin;? Qn aus t e re   po l i cy   o f  va&e reStrai .Lt ,  
t h e i r  upward t rend  should be a t t r i b u t e d  mainly to an i n c r e a s e   i n  the number 
Of ernyloyees.  Foll.otcinE t i le   reduct ion   in  191:3, sale:ry retes v e r e   a m i n  
reduced i n  1972; a5 ind ica ted  i n  sect,irm 11 , p.16 above,  there  'irere  no 
general  raises for t h e  civil service u n t i l  iiarch 1375, when the au t ' l o r i t i e s  
decreed 3 5 per cent increase. l /  

4. The i n t e r i m  budcet ; April-December 1975 

Beginnin(: i n  1976, the  f i s c d  yeE.r, nreviously ending i4arch 31, vas 
changed to   co inc ide  wi th  t h e  calendar   year .   ?his  c h a p  was nro!qted by 
the need to   coo rd ina te   budce ta ry  and o t l le r   f inanc ia l  data such as na t iona l  
accounts  and  the  balance of payments;  furthermore, it was designed t o  
f a c i l i t a t e  comparisons  with  other Arab count r ies  which a re  s a i d  t o  be 
fo l lowinc   or  sy.ritchlng t o  a calendar  y e w  basis i n   t h e i r   s t a t i s t i c s .  In 
order  t o  bridce the gap between the 1974/75 and 19'/; budgets, an  i n t e r i n  
budget vas drawn up for the  period  April-December  1275  based on t h r e e  
fourths  of the revenue  and  expenditure  estimates for 1974/75 (Table 10). 
There  are no data on t h e  outcome of t h % s  budget except t h a t  revenues were 
provis ional ly   z iven at YD 13.2 mil l iw.1.  

0 

5. The 1976  budget estimates 

The budget estimates for 1376 show t o t a l  revenues of YD 17.8 million, 
to t a l   expend i tu re s   o f  YE 55 .G mil:.ion and a b u d @ ,   d e f i c i t  o f  YD 17.6 mi l l ion  
(Table 10). As i n  previoas vews, t h e r e  may have been a teudency t o  under- 
estimate revenues; aln;ost slll revenue items stre e s t ima ted   t o  be lower i n  
1976 than  they  'rere i!? 197L/75 even though p r i c e s  and t h e  level of r e d  
output  have  risen  beCcreen tk.;cse years .  The expendi ture   forecast   represents  
an increase  of 30 PFL' ccni; a J e r  t h e  ac tua l s   i n   1974 /75 .  ilaees  and salaries 
are   placed at YD 2C .6 mi ?.!-! on, 32 per  cent  e9ove the  1974/75 level. It 
.\?as noted  :dove t h a t  a 'j ver cent  v a s  increase  vas g r a n t e d   t o   e q l o v e e s  of 
t h e  publ ic  sector in :h .ch  1375. ..To raises have been  ulanned f o r  f i s c a l  
year  1!>76. There v i 1  I, however, be a subs t an t i a l   i nc rease  i n  the n u r d x r  of 
&overnr;?enL emp1:syee.r; it i s  cxnected tha t  c i v i l i a n s  employed by t h e  
Central  Government v i11  be 25,200 at t h e  end of 1976, 18 per c e n t   r a r e  t h a n  
i n  1974/75. 
". ". . . 
1/ Thtse are p8yments f o r  debts incurred before inde7endence. 
2/ This  5 par cent increase relztes to thz t&c--home pay o f  em21oyees of 

. . ". - 
- 

the Central  Govt?rmnent . Another p a r t  of the   increase ,  also equal to 5 per 
cen t ,  T r i l l  Sr: c red i t ed  t o  the  pension  fund. 
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V. Monetary and Bt-mkinf: Dcvelop!wnts 

1. I n s t i t u t i o n a l  baclrcrounrl 

The banking  system  in   the P.D.H. of Yemen h a s  undergone  substmfAcd 
chnn,yes since  independence i n  1967, when it co~nprioed  the  South 'i'cmcn 
Currency  Authority  and cicht commercinl b a n k s ,  o f  which seven were f'oreim 
owned.&/ Commercial  banks wore n a t i o n a l i z e d   i n  1969; t h e i r   a c t i v i t i e s  
were consol idated  and  entrusted t o  the  Uationnl Uank of  Yemeu, estp,bliahcd 
in Apr i l  1970 as R government-owned en te rp r i se .  The h r . k  of Yemen was 
founded i n  1972 t o  assume the func t ions  of the   coun t ry ' s  central hank. 

U n t i l  1965 t h e  East Af r i can   sh i l l i ng  was widely ?:scd i n  t h e  area 
which i s  now t h e  P.D.H. of Yemen. The South  Arabian  Currency  Authority, 
i n s t i t u t e d  by Law Fo. 10 of 1964, was vested with the r i g h t  o f  issuir lc  
and ruanaging a Yelneni cur rency ,   des igaa tec  RS the  South Arabi?.n c i i r l r i r .  

The d inar  was given 53. p a r i t y  equal to one pound stxrlirlg o r  twenty I Y m t  
A f r i c a n   s h i l l i n p   a n d ,  by the en2 of  1355, it had replaced the s h l l l i n g  
as t h e  main cu r rency   i n  the mer,. After independence, t h e  Authority was 
renamed the  South Yenen Currency  Authority  and the South  Arabian diuar 
WRs replaced by the  South Yemen d ina r  ( Y D ) .  ?%e Anthori ty 's  powers rrere 
broadened w i t h  l e c i s l a t i o n  pas.-el.3 In IY6i)l and i t  wns given t h e  responsi-  
b i l i t ies  o f  maintaining exterllal reserves ir. orrley t o   s a f e f p a r d   t h e   v a l u e  
of the  South Yemen dinar   and of promoting  monetary s t a b i l i t y  and a sound 
f i n a n c i a l   s t r u c t u r e .   I n t e r  a l i a  the  Authority :ms : assisned  supervisory 
power over t h e  banks; permit ted t o  d e a l   i n  b i l l s  of exch:ince,  promissory 
notes  and  Treasury t i l l s  sf short-term  maturity;  and empowered t o  hold 
secu r i t i e s   i s sued  o r  ;:uarant,eei! by the Government UP t o  R limit of 
YI) 2.5 mi l l ion .   In   a . id i t ion ,  it was r e q u i r e d   t o   P s i n t a i n  reserves i n  
gold,  foreign bonds a:'*.d foreien  currencies   amounting  to  a t  least 50 per 
cent  o f  cu r rency   i n   n i r cu la t ion  and o the r  demmd li bili t ies.  Ii1 
August 1972 , under   the terms of La;: 1.b. 36 of 1972z7, the Bank of Yemen 
started operat ions  replacing the Authority.  

2. "-."".-i;L." St ruc tu re  of the bankin? s y s t ~ m  

Present ly ,  t h e  s t r u c t u r e  of the bankinr:  system cons i s t s  of 
th ree   o rgan iza t iona l   un i t e  : (i ) 'The PBard o f  J>ircct.ors of' t h e  Banking 
System, (ii) t h e  cl6:ntrn.l Twn?: of Yotnen., and (iii ) The National Bank of' 
Yemen. The powers ,   du t ies   and   respons ib i l i t i es  of these   th ree   o rganiza-  
t i o n a l   u n i t s  are defined by Law Mo. 36 of 1972. 

- _  .- . "  ._ . 
" . - " .. - . . .. 

1/ The Post Off ice  Savings Bank vas t h e   o n l y   o t h e r   f i n a n c i a l   i n s t i t u t i o n  

2/ Ibis law was prepared wi th  t h e   a s s i s t a n c e  of t h e  Fund's Central 3ankin:; 

- " ~ - 

a t t h a t  time. 

SefiYice and Legal Deparlnent . 
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a. 

b. " The c e n t r a l  ""__" bank  and monetary p o l i c x  

The Sank o ' Yemen i s  entrusi;c?d wll-,h the   usua l   func t ions  of 3 c e n t r a l  
bank, such as: issuinfq  the  currency:,   regulating  banking  operaticno '. 
promoting  monetary s t a b i l i t y ;  holrlinr: ; p l r i  and fo re ign  exchange reserve::, 
control l ing  foreign  exchan8-e : and  impletnenting c red i t  po l icy .   In   addi t inr :  , 

the Hank nrovid ts t h e  Government with  advice or1 econo1nic, f i n a n c i a l  find 
hanking matters. 

The c e n t r a l  bank i s  require(! t o  mni.ntain reserves equal t c  at least  
5 9  per cent  of t h e  ;um of cu r rency   i n   c i r cu la t ion  and i t s  other sif{ht. 
l iabil i t ies.?/  The reserves can  include golcl; fore iga   exchanzc   in   the  
fcrm of currency o r  bank balances held abroad: bills of  exchange,  govern- 
merlt promissory  note,;,, Treasury bi l l s  an;! s e c u r i t i e s  isswd by fore ign  
governments or i n t e rnc i t i ona l   f i nanc ia l   i n s t i t r l t i ons  !, anti any other inter- 
nat.Lonal1.y recocnizable   reserve assets, such ns t h e  gold t ranche  w i t h  t h e  
. I F  and holdings of spec ia l   d rawinq   r igh ts .  As of the end of September 
1375,  the fore ign  assets of   the Bn.nlr of Yemen pmounterl t o  YD 2h .O? m i l l i o n ,  
while currency i n  c i r c u l a t i o n  and t h e  Bank's sicht l i a b i l i t i e s  t a k e n  
toge ther  amounted t o  YD 43.53 mi l l i on .  Thv ac tus1  r a t i o  vas, t he re fo re ,  
55 per cent--5 per cent  above t he   r equ i r ed  nlininuu ( see  Appendix T:ible 34 1 

The Rank of Yemen i s  empowered t.o l i c e n s e  couunercia.1 banks with t h e  
qmrova l  of t h e  Minis ter  of 1Ynance and is authorized t c  deal with   the  
banks in   Treasury  b i l l s  as wcll as b i l l s  of exchanpe  and  promissory  notes 
made f o r  commercial ,   industrial  o r  a g r i c u l t u r a l  puryoses. I n   a d d i t i o n ,  
it uay g r a n t  commercial. banks loans  and ove rd ra f t s ,   e s t ab l i sn  lniniluum l e g a l  
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With the  approval of the MinS.stnr of F'innncr. t h e  13nnk of Yemen m i r  
extend. lonns t o  publ ic  bonrcls rind cclrIot-ationc  and t,o l o , . z l  ~overlvnen?;rn 
fo r  n period llot excecdinn senan y m r n  pi-ovidcd thnt such c r e d i t  a l l a l l  
con t r ibu te  t o  t h e  devel.opment of product ive activit ies i n   t h e   c o u n t r y .  
However, ou t s t snd inc   c r ed i t  1 t l  tbis cnteqory i s  limitccl t o  a maximum of 
four  times the Hank's  pnid-up  c:lDital. 'iBe Hank is also a u t h o r i z e d   t o  
hold and s e l l  shares  of enterprises cs tnbl i shed  with t h c  approval of the 
Government fo r   t he   pu rpose  of (i) insur ing  bank deposits and (ii) 
i ' ac i l i t a t i ng  the  f inanc inc  of cconon~ic deve1or)ment. The t o t a l  value of 
such shares i s  not t o  exceed the value of t h e  Bank's 1)o.itl-up c a p i t a l  and 
the b u l w x e  of i t s  General Heserve Fund,  Moreover, t h c  central b m l t  may 
marantee ,   in   accordance   wi th   condi t ions  ~ r . 3  mems agreed upon wi%h t h e  
Minis ter ,  the loans and  investments made by the Govcrmlcnt,  public boards 
and corpc ra t iona  

The> Ihnk of Yawn hus not  yet  used a11 t h e s c  powrs, but i t  detc::L:.hui 
t h e  i n t e r e s t  rates charced and paid by t h e  commercinl  banking sector .  'We 
lending rates range from 5 per cent t o  8 per cent  Y Y Y  year, depending 0x1 

t h e  purpose of the  l o ~ n  (Table 1.11 ). The h iThes t   r a t e ,  8 per c e n t ,  i s  paiC 
on loans for commercial  and personal w r p o s e s .  Credit for   f inanc ing  
itnports of e s s e n t i a l  foodstuff? is  vz i labLe ~ , t  6 p e r  c e n t ,  while c r e d i t  0 
f o r   i n d u s t r i a l  purposes a t  5.5 per   cen t .  Tht- most favorable rate of 
5 per cent  i s  r e se rved   fo r   c r ed i t  for seasonal  a@cultural   purposes  and 
for coopera t ive   soc ie t ies .  A penal ty  of 2 pey cent i s  app1icabl.e if loans 
are not repa id  01- time. No i n t e r e s t  can be p a i l  on sight deposits. 
Savings  deposj.to,  which  not  subject. t o  time I i.r-j t t ; f i r r r , s  , t .*-*l'n 3. 'j ''mnr 
cent   per  year. I n  order t o  encoursf:e f i x e d  tern, depos i t s ,  the  centrR1 
bank has set rates on time depos i t s  payable i n  three months, s i x  months 
and one year u t  4.5 p e r   c e n t ,  5 .O per cent  nnd 6 .O per cen t ;  moreover 
the maximum amount of an inciividuxl  savings 2eFosit h a s  been l i n i t c d   t o  
YD 5,000. I n  an e f f o r t  t o  attrrct;  fo re ign  exchange from Yenenis  residinl; 
abroad, hig!ler i n t e re s t ,  rates have been established on time depos i t s  by 
nonresidents. S p e c i f i c a l l y ,  t h e  rates on nonresident  account.? for pcri ods 
of t h r e e ,   s i x  and twelve months trerc raised i n  1?71+ t o  5 per  cenk , 7 per 
cent ,   and 9 per cent ,   respect ively.   Nonresident  deposits increased 
s i c n i f i c a n t l y   i n  1375, from YD 0.82 mil l ion  t o  YD 2.14 m i l l i o d  (see 
Appendix Table 311 ) . 

1 -  
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Table 14, Interest Hates QS of Dccemb2r 31, 3975 

- IandinR -, rtxtes- 1/ 
Commercial and personal credit 8 
Cred i t  for  f inancinF: impoytr; of essant iu l   foods tuf fs  6 
C r e d i t   f o r   i n d u s t r i a l  purposes $ O S  

Crcr’it for oeasoual w r l c n l t u r a l  purposes 5 
Credit to cooperative societies 5 

- I - ”- Rntes on dezos_itr, of residents 
Current deposits 
Savings deposits-.’ ?/ 
Time depos i t s ,  three months 
Tine dcpon, i t s s i x  nlonths 
Time deposits, one yctt.r 

R a b , ~  on deposits of nonresidents  
Time deposits three months 
Time depos i t s ,  six months 
Time deposits, one year 

i t i l  
3.5 
4.5 
5 
6 

5 
7 
3 

Source : Bank of Yemen. 

- I./ I n  excess of t h e  r a t e  applied there i s  a penal ty  rate Of 2 per 
cent  if lonns are no t  repai:i 011 time, 
- 2/ A maximum of YD 5,000 has heen established fo r  savings deposits. 
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The a c t i v i t i e s  of t1,c i h t i o n a l  Dank h r , m  becn expandim. Ky 1975 
it; had 17 brnnches  opernting i n  a31 six ({ovcrnoratcs. In  t h e  y?rlr ended 
Scptcnlber X975 thc tot .n l  assets  and l i a b i , l i t i c n  of the I h n k  incrc?:l.ncti by 
19 per cen t  and depositcc by 25 per cent; t h e  correspondin!:  increases i n  
t h c  nrcvious ycnr were 22 per cent nnd 21 per cen t ,   r e spec t ive ly  (see 
Aypc~ldix Table 3 3 ) .  Loans  anti  rtdvanccs reached YD 18.4G ln€llion by 
September 1975, almost 12 per can t  above t h e  end-  September 1974 level : 
nevertheless ,   over   the snme period thc  r a t i o  of the Bank's loans  and 
advrtnces to i t s  de?,osits deci*eused from 6 5  per cent  t o  59 per cent. 
Most of t h e  National I3allk's c r e d i t ,  over 85 p r  cent ,  hns been granted 
t o  t h e  commercial o.nd s e w i c e  sectors ;  t h e  sh$:res of indus t ry  and ugri- 
cu l tu re  were 6 . 4  per cent and 6 .6  per  cent .  The a l locu t ion  of' credit hus 
bee,-) s h i f t i n g  away from p r i v a t e  e n l w p r i s e s  to the r u b l i c   e n t i t i e s .   I n  
1973 almost 50 pe;: cent of outs tanding loans and rrdvnnceo were t o  the 
p r i v a t e  enterprises whilc   the  publ ic  e n t i t i e s '  sh:,.re m.s 3'7 per cent,; by 
September 1975 t h e  share of the  former had fa:Llen t o  2? per cen t  vhilc? 
that  of t h e  publ ic   sector   had risen t.0 71 per celit (Tablc 15) .  

Table 15. Dis t r ibu t ion  of Loans and Advances 
of National Dark of Yemen 

" 13y cn_titLcs 
Public e n t i t i e s  
Cooperatives 
Mixed sector- 1/ 
Pr iva te  en t i t i e s  

Tota l  

9- economic " . - --"".-.I a c t i v i t y  ." - . -_. 
fi.grictlltw-e and f i s h e r i e s  0.20 0.57 0.86 1.22 1.09 1 . 2 1  
Industry O.?O 0.07 0.77 0.97 O.fi3 1.18 
Commerce and serv ices  7 .QO 6.95 6.37 13.56; i 4 . 1 4  15.75 
Other 1.25 0.27 0.37 0 . 3 5  0.41 0.32 
- -.- "".. .". - . "-"." "" """ 

Source: Ba& of Yemen. 
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3- - Monetary  developments, 1970-74 

Monetary  developments  during  the  five-year perjod ended December l97L 
were character ized by a re l a t ive ly   f a s t   expans ion  i n  domest ic   l iquidi ty  
(money and  quasi-money) a t t r ibu tab le   main ly  t o  t h e  financing  of the govern- 
ment budget   def ic i t  hy recourse   to  t h e  bank iqy  system. ?'he :*ate  of growth 
Of domest ic   l iquidi ty ,  which was 2.2 per cen t   i n  1969, r o s e   t o  114.6 per   cent  
i n  1970 and then  declined t o  4.7 per cent  i n  1971.. Subsequently,  however, 
it acce lera ted  from y e a r   t o  year r i e i n g   t o  9 .5  per c e n t ,  12.1 per cent, and 
12.5  per   cent ,   respect ively,  i n  1972,  1973  and  1974 (Table 16 and  Appendix 
Table 3 5 ) .  

Tttble 16 and Graph 1 conf i rm  tha t   c red i t  t o  the govorruncnt sec to r  was 
the  m J o r  expansionary f ac to r   du r ing   t h l s   pe r iod .  Ne-c c l a i m  on tile Governnrent 
roSe from minus Y1) C.  millicn i n  1.967 t o  YTJ 7 ,(:$ mill ion i n  1371. In  t h e  
pas t  three years t h e  increases  were much ln rce r  and by the end of 1974 net  
claims on t h e  Government reached YD 2k.O mil l ion .  Credit t o  t h e  nongovern- 
ment s e c t o r   ( i n c l u d i n r :   p u b l i c   e n t i t i e s )   r e m & i n p d   r e l a t i v e l y   s t a b l e   u n t i l  
1974. I n   t h a t   y e a r  it increased by 83.6 per  cent due t o  two major develop- 
ments, a s u b s t a n t i a l  44 per c e n t   r i s e  i n  t h e  cost  of  imported goods mil an 
expansion i n  t h e  a c t i v i t i e s  of the   publ ic  enti t i t ls ,  which t h e  Government 
was encourq ine ;   l oans  and advances to such ent i t ies ,  which  hod increased 
by 26.7  per  cent  in  1973,  rose by 232.9 p e r   c e n t   i n  1374. The net, foreign 
a s s e t s  o f  t he  bankiny,  system were by and lar({e a contract ionary  factor   during 
t h i s  per iod ,  I n  t h e   f i r s t   f i v e   y e a r s  they decl ined   on ly   s l igh t ly ,  and a t  t h e  
end of 1973 they verti C.6 p r  cpnt, belo\r t h e  1,969 level ( S P C  C~L?>! 16 :m;' 
Graph 1). However, i t 1  1:)74 tk r  balance of paymefits d e f i c i t  reached recol'ti ' 

proport ions,  rising t o  SDK 25 mil l ion .  As u. r e s u l t ,  n c t  foreign :;SSt"tS f e l l  
b$' 40.0 per   cent .  

Whereas domest ic   l iquidi ty   increased at a f a s t  pace i n  nominal  terms, 
a d i f f e r e n t   p i c t u r e  emerges i f  i t s  real value i s  examined. The two ava i l ab le  
ind ica to r s  of t h e  price l e v e l ,  t h e  consumer pr ice   index (CPI)  and t he  whole- 
sale price  index (\PI) have  been  used i n  Table 2.7 t o  deflate domestic 
l i qu id i ty   du r ing  the years  1969-74.1/ The general  movement of t h e   d e f l a t e d  
mqn i tudes   appea r s   t o  be the same, recard less  of which o f  t h e  two indices  
is applied.   Real money and quasi-money man i fe s t ed   i n i t i a l ly   an  upward 
trend  peaking  in 1972 but  it declined i n  both 1973 and 1974. Deflated by 
t h e  CPI, domest ic   l iqu id i ty  WRS about t h e  same? at t h e  end of 1974 as a t  t h e  
end of 1963; however,  using t h e  181, i t  was 28 per  cent  lower  in t h e  lat ter 
year. The appropr ia te   def la tor ,   the   impl ic i t  GDP d e f l a t o r ,  would probably 
l i e  between t h e  CPI and the WPI, i n d i c a t i n g   t h a t   t h e  real value of domestic 
l i q u i d i t y  l ~ a s  decl ined  considerably  in  the five-year period discussed here. 

"."*"" - 
1/ Domestic l i q u i d i t y  at t h e  end of DecGber was def la ted  b:' t h e   a v e r w e  

"-" 
Price index of the  corresponding  year,  since t h e  December index w a s  not 
ava i l ab le  for  all the years considered. 



Table 16. Fac to r s   Af fec t ing   Changes  i n  Domes t i c   L iqu id i ty -  11 

( I n  mil 1 i o n s  of Yemeni d i n a r s )  

Years Ended 
December 19;;pfemb;;75 

1969  1970  1971  1972  1973  1974 

D o m e s t i c   l i q u i d i t y -  1/ 

Money s u p p l y  
Cur rency   ou t s ide   banks  
P r i v a t e  demand d e p o s i t s  

Quasi-money 

T o t a l   c h a n g e   i n   d o m e s t i c   l i q u i d i t y  

F a c t o r s   a f f e c t i n g   c h a n g e s  
Net f o r e i g n  assets 
Net domest ic  assets 

Net c l a ims  on Government 
Claims on  nongovernment   sector  
A l l o c a t i o n  of SDRs 
Other  items ( n e t )  

Money supply- 1/ 
D o m e s t i c   l i q u i d i t y  
Claims on nongovernmen t   s ec to r  

- 33.29 38.14 

26.8Jr 29.02 
21.25 24.45 

5.59 4.57 

6.45 9.12 

-2 .37 -1.75 
1.96 6.60 
3.18 3.15 

- 
-0.79 0.69 
" 1.54 

-0.43 4.30 

-5.0 8.1 -?. 2 1h.6 
-7.7 7.3 

3P.  93 

31.75 
25.90 
5.85 

8.18 

- 1 *79 

1 s  
0.23 
3.26 
0.50 
-1.29 
-2.24 

9. I r  
4.7 
4.9 

43.74  49.01 

34.8.r 40.10 
28.84 32.37 
6.03 7 -73 

8.87 8.91 

-0.74 -1.37 
4.55- 6.64 
6.81  4.72 
-1.40 1.04 
-1.28 
0.42 0.88 

" 

(In per c e n t )  

9.8 15.0 
9.5 12.0 

-13.1 11.2 

5 '.> , : 'st 

h6.09 
35.80 
10.29 

9.04 

- 

6.12 

-10.13 
17.83 

6.87 
8.62 

2.34 
" 

14.9 
1.2.5 
83.6 

55.54 

146.69 
35.15 
11.54 

8.85 

7.59 

"4 .53 
12.12 
2.31 
8.76 

1.05 
" 

19 .3  
15.8 
89.3 

63.02 

52.27 
38.66 
13.61 

10 75 I 

0 
7.40 - I 

-9 .13  

11.42 
0.81 

4.38 

16.61 

" 

12.0 
13.5 
4.3 

Source:  Bank of  Yemen. 

I - 1/ Money plus  quasi-money. 
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Table 17. Real Value of' Domestic  ?,iquiditd-'   at  1970  Prices 

( I n  _." mil l ions  of YenleAi d inars  ) 

Domestic L iqu id i ty  Domestic  Liquidity 
Deflated hy t h e  Deflated by t h e  

Year ended December Consumer Price  Index Wnolessle Pr ice  ihriex 
I "- -. ""P 

1969 
1970 
1971 
1972 

34 097 
3L. 14 

37 92 

39 0 44 

Sources: Tables G and 16. 

- i/ The sum of money and  quasi-money. 

I n  one  sense, t h e  composition of money and  quasi-money  does  not  appear 
t o  have  changed s ign i f i can t ly   du r ing  1969-74. To ta l  (demand, time  and 
savings)  deposits  were  equal t o  36.2 pe r   cen t  of domest ic   l iqu id i ty  a t  t h e  
end of 1969 and 35.0 per   cen t  at t h e  end of  1974 (Table  18) ; t h u s   t h e  
r a t i o  of  cu r rency   i n   c i r cu le t ion   t o   don le s t i c   l i qu id i ty   r ema ined   r a the r  
high and c l o s e   t o  65.0 per  cent  throughout t h i s  per iod.   Hovever ,   the   ra t io  
of time  and  savings  deposits  (quasi-money) t o  domest ic   l iquidi ty  has f a l l e n  
s t e a d i l y   s i n c e  1970, from 23.9 per   cen t  t o  16.4 yer   cent  at t h e  end of 1?74, 
i nd ica t ing  a dec l in ing   i n t eyes t   i n   such   depos i t s   ove r  time. 

4. - Nonetary  d_evelopnents  during 1975 

During the f i r s t   t h r e e   q u a r t e r s  of 1975 money and quasi-money increased 
by 14 .3  pe r   cen t  3s conpared  with 13.3 per   cen t  i n  t h e  same period  of  1974. 
The rate of i n f l a t i o n , g   h o w e v e r ,   d e c l i n e d   s h a r p l y   t o  5.1 per   cent  from 
21.4 per   cen t .  A s  i n   t h e  past, f inanc ing  of t h e  government budget d e f i c i t  
from the  banking  system vas  the   p r inc ipa l   expans ionary   fac tor ;   ne t  claims 

" __ _. - - .. . - .. 
1/ Measured  by the   . -consumer   p r ice  index. 

~ . .  . - . .. . . . .. ." ." """_-I_"- 

- 
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on the govwnrnent sec to r  rose by 28.4 per cent. Credit to the p r i v a t e  
sec to r  went up at (1, considerzbly lower rate. i .e. u t  4.2 per cent (while 
it had grow3 by 83.1, per cent  in the comparable period of 1971:) e "hc net 
foreifin a s s e t s  of t he  banking system continued to decl ine  in January-. 
September 1975. 

Table 18. Eatio of Depozits and Quasi-Money 
to Tots1  Domestic Liquidity, 1969-75 

"- - 
Total  Quss i - a  

Year Ended Deposits Money 
"" - - " "."""""_ 

" 
December 
1969 
1973 
19 71 
1972 
19 73 
1974 

""- September 
1974 
1975 

36.2 I? .4 
35.9 23.9 
35.1 20.5 
3.1 20.3 
31; .O 11.2 
35 .O 16.4 

36.7 15.9 
30.7 1 7 . 1  

"" " 

Source: Table 16. 
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V I .  Fxtern-I Sector  - 
1. "- Balance - " ofJa.lents .. 

Since  1967  the P.D.R. of Yemen has been bese t  by ser ioue halance of 
payments d i f f i c u l t i e s  a n d ,  excent for R small ove ra l l   su rn lus  i n  1971, it 
has  experienced  continuous  deficits  which have  increase?  sharnly  over   the 
l a s t  two years.  These  develoywnts haye been  cauaed by a  combination of 
factors   such as: t he  loss of f o r e i m  exchance earninne follotritm t h e  
departure  of U.!C. troops; the   c losure   o f   the  Ruez Canal  which shamlv reduced 
the  importance of t h e   p o r t  of Aden RS an entrenot  tra6.e nnd shin-servicing 
center :  a small and s tagnant  exnor t  sec to r :  and s u % e t a r t i a l   i n c r e e s e s  fn 
imnort   pr ices   due  to   inf la t ionary  pressures   abroad.  Cavernment n a t i o n a l i z a t i o n  
p o l i c i e s  have a l s o   l e d  t o  a s i g n i f i c a n t   f e l l  i n  remit tances  from Yemenis 
abroad  for  investment  purposes. I n  t h e  fRce  of a mountin.? itemand for   impor ts ,  
t h e   a u t h o r i t i e s  have  applied s t r ingent  con t ro l  of f o r e i m  exchanse  exnendi- 
ture wi th   the  result tha t   t he re   has  been l i t t l e  or no increase  in r e a l  
ilnyorts  over t h e  l a s t   s e v e r a l  years. Despi te   these   ~ leasures ,   the   cur ren t  
account  has  recorded growinr d e f i c i t s .   J o t M t h s t a n d i n g   s i z a b l e   i n c r e h s e s  
i n  cap i t a l   i n f lows ,  due pr imar i ly   to   long- te rm  loan^ Cram f r i e n d l y   c o u n t r i e s ,  
g ross   o f f ic ia l   reserves   have   been   dec l in ing;  they stood a t  SDR 46.7 million 
a t  end-December 1975, equa l   t o  three and a h a l f  months of merchandise  imnorts, 
as aga ins t  SDR 59.2 million i n  1971, equal t o  seven  months o f  merchandise 

Between 1973  and  1974 the   overa l l   ba lance  of yayments d e f i c i t   i n c r e a s e d  
from SDR 3 .3   mi l l ion   to  SDR 24.8 mil l ion  (see Table 19 mP Appendix Table 
36) , as the   t r ade   de f i c i t   r o se   f ro -  SDR 87.7 mi l l i on  to Snr i  137.8 mi l l i on  
owing mainly t o  an estiznated 1!.4 ner   cent   increase i n  immrt p r i c e s  and a 
46 per   cent   decl ine i n  export  volume. The f a c t   t h a t   t h e   r l e t e r i o r a t i o n  of 
the   overa l l   ba lance  of payments vas much smaller  thaz! t h a t  of the  t ra8.e  
ba lance   re f lec ted   the   changes   in  n e t  r e c e i p t s  from se rv ices  and t r a n s f e r s ,  
which increased by 25 yer  cent  over  the  1973 level t o  SIR 56.7 mil l ion ,  
and a l s o  i n  lonp;-term o f f i c i a l   can i t a l   i n f lows   wh ich  almost doubled t o  
SDR 39.2 mill ion.  

I n  1975 t h e  o v e r a l l   d e f i c i t  vas SDR 19.7 mi l l ion .  %e eizable reduction 
as compared with  the  previous  year  was r ea l i zed  by keeping the value of 
import8 a t   about  i t s  1?7b l e v e l  and thus  reducing the t r a d . e   d e f i c i t   t o  
S9R 133.5  million. IVet r e c o i p t s  from se rv ices   an (&  t r ans fe r s   r e s i s t e red  
a small i n c r e a s e   i n  1075. Long-tern. o f f i c i 8 1   c a p i t a l   i n f l o w   r a c o r a e i !  a 
10 2er   cent   decl ine t o  SlY7 35.9  million,  because a l a m e  number of loan 
contracts   could  not  be implemented by donor coun t r i e s ;  hovever , other  
cap i t a l ,   i nc lud ing   p r iva t e   sho r t - t e rm  cap i t a l l /  and. e r r o r s  and omissions, 
rose by 22 per   cen t .  In consequence,  trhile the current  account  ir?roved by 
7 per   cent ,   the   cani ta l   account   remained more o r  less unch.ane;ed, thus 
r e s u l t i n g   i n  a s l i z h t  improvement i n  the  overal .1 payments pos i t ion .  

-" " 

1/ Pr iva te   shor t - te rm  capi ta l   inc ludes  the contra-entr ' i-for  private  sector 
" .- 

imports  unr?er  the :'own exchange  imports"  scheme. For d e t a i l s ,  see sec t ion  9 
on t h e  exchanpe  and trade system. 
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Table 19. Swnaxy Balance of Payments, 1971-1976 

(In  millions  of SDRY) 

Prelim. Est. Prod ec . 
1971 1972  1973  1974 1975 1976 

b o d s ,  services and t ransfers  
Trade balance 

Exports and re-exports ( f. 0. b . ) 
Imports ( c . i . f . 1  

Services and transfers 
Shipping,  aviation,  insurance 
Investment income 
Transfer:: 
Government (n. i . e. ) 
Other services 

-76.6 
27.6 

-6.0 

-104.2 
71.6 
11.0 

3.4 
48.8 

2.9 
5.5 

- 

Miscellaneous capitdl and errors and omissions - 2.3 
Private l o n g - t e r m  capi ta l  ... 
Private  short-term  capital . . I  

Government investment and assets " 

Net errors and omissions 2.3 

Grants and loans  received by  Government 3.4 
Official  grants  received 1 . 0  
Drawings on loans 4.3 
Repayment of loans -1.9 

3.1 

- 

Allocation of  SDRs - 
Overall  balance  3.8 - 

Monetary  movements (net)   ( increases  in assets - )  -3.8 
Monetary authorities 
National Bank of Yemen -4.1 
Use of Fund resources&/ " 

- 
0.3  

-142 6 
-07 0 7 
" 

20.6 

45.1 
4.3 

3.4 
28.1 

9.8 

18.4 
1.2 

16.5 
l a 7  
-1 .o 

20.9 

20.4 

-108.3 

-0.5 

- 

- 
0.5 

-.- 
" -. 
- -3.5 

3.3 
-1.2 

4.5 

- 

" 

-81.3 
-1.37 I 8, 
15.6 

-153.4 - 56.5 
2.1 
5.7 

34.3 
5 . 4  
9.0 

16.7 
3.8 

13.0 

-0.1 

39.8 
0.7 

39.3 
-0.2 

" 

" 

" 

-24.8 

214.8 
7.7 
7.8 
9.3 - 

Source: Appendix Table 36. 



(1) Exports 

As indicater!  i n  TR5le 10, total exports,   includin?  re-ex7orts 
followed R downward  movement from SDR 27.6  million ir 1V1 t o  SDP 15.  
mil l ion  i n  19711, hut   rose t o  SnR ?O. F; million i n  1075 RccoritinR t o  i n i t i r l l  
estimates. P r i o r   t o  June  1?<7,  the  port   of Aden was a major ent repot   cen ter  
and. exyort   aarnincs   were  essent ia l ly  on account of lnrgt  re-exportc t o  
surrounding  countries.  Yovever, wi th   the   c loeure  of t h e  Suez Canal, t r a f f i c  
through Aden as well as t h e  r e -expor t   t r ade   dec l ind   n rec ip i tous ly .  Anotl?er 
fac tor   recTns ib lc !   for  t h e  decl ine vas %!.e Aevclonmcrnt 04 competjns nor%s 
l i k e  Hoeeida i n  the Yemen Arab Qepublic and n j ibou t i  i n  t h e   m c r r i t o r y  of 
Afars  and Issas t h a t  have s t ead i ly   d ive r t ed  a part of t h e   r e - e m o r t  t r e d e  
away frolr Aden. 'loreover, t h e  na t iona l ixn t ion  pol Icy and the el iTine.tion 
of t h e  free s t a t u s  of t h e   n o r t  of Aden I.imit,ocl t h e  r e - e m r t  t r ade  t o  t h e  
"free zone" areas.&/ Re-ext>orts  (adJusted  for  trade nct  recorfled i n  t h e  
customs data)   vhich amounted t o  SDF 1 9 . 2   n i l l i o n   I n  1971, fe l l  t o  only 
SDR 7.7 m i l l i o n   i n  1974 (ApTend-ix Tahles 36 and 3 " ) .  I n  t h e  l a t t e r  'rem, the 
main items of re-exports were, as i n  t h e  y m t ,  i n d u s t r i a  suppl ies  &nil r~1.7 

materials including  hides  and sk ins ,  ???ocessed food and beverases,  and 
consumer goods c o n s i s t i n g   m i n l y   o f   t e x t i l e s  RnA c l o t h i n r  (TRh1.e ?O).-?-/ 
Yhile no firm data a re   ava i l ab le  f o r  1975, t he   au tho r i t i e s   be l i eve  trRt 
re-exports (including  unrecorded i tems) r o s e   t o  SD? 8 . 5  mill ion.   This  i s  
p a r t l y   a t t r i b u t e d  t o  incentives  granted. hy t h e  P a v e m e n t ,  such as six-month 
c red i t s   in   fore ign   exchange   for  t h e  re -expor t   t rade .   In   addi t ion ,  it i s  f e l t  
that   congest ion i n  other   neighboring ports has diver ted  some of t h a t  trade 
back t o  Aden. 

0 

After   reg is te r ing   increases  i n  1972 and 19'73, indigenous  exnorts 
declined t o  S3R 7.9 m i l l i o n   i n  1974 (Table 20 and  Appendix Tables 36 and 39) 
Between 1973 and 1974 (dried and f r e sh )  fish expor ts   rose  almost  40 Der cefit 
t o  SDR 5.6 mill ion.  However, t h e  other  major  export commoditv, c o t t o n y  
suf fered  a severe  setback. As t h e  ?.70rld tex t i le  r e c e s s i o n   i n t e n s i f i d   i n  
the  second  half  cf 1974, pr i ces  fell  and it 3ecame imFossible t o  market 
e x i s t i n g   s t o c k s ;   t h e   d e c l i n e   i n   t h e   v d u e  of c o t t o n   e x w r t s  from SF9 5.1 
mi l l ion  t o  a mere SD9 0.6 million  accounted  for nlmost the  e n t i r e  1074 
s h o r t f a l l  in total   indigenous  exnorts .  Fkports  of  other  domestically-produced 
goods, such as salt,  hides  and skins ,  and coffee declined also .  

"""" """- 
1/ P-f'ter the   t e rmina t ion  o f  the  f r e e  FOG. s t a t u s  of Arlen, t h e  Government 

e s ~ a l ~ l i s h e d  "free zones"  within t h e  no r t .  These free zones  served as bonded 
warehouses vhere imports and re-exnorts couI.8 be s t o r e d   ~ ? i t h o u t  t h e  
encumbrances of t h e  u s u a l   i n p o r t   t a r i f f s  or  o f  general  exchange and trade 
cont ro ls .  

from t!?ose given  in   Table  19 which allow for unrecorded exports and under- 
valuation. 

"_L. 

2/ The data i n  Table 20 are  based on customs r e tu rns  and d i f f e r   s u b s t a n t t a l l v  
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Food a n d  l i v e  animalo 
Dried   f i sh  
Freeh f i s h  
Rice 
Wheat 
Refined sugsr 
Coffee 
Other 

Beversges and t o b 2 E  

Crude - -  materials . _  ( e r x p t   f u e l )  
Hides and skins 
Cotton linters and seeds 
S a l t  
Metal scrap 
Other 

Fetrolemrmgroaucts 

" Anlna l  and vegetable o i l s  

Chemicals 

M-wu@ctured Roods 
Textiles 
Other 

Trucks- 
Other 

" Miscellaneous manufactures 
Clothinu 
Footwear 
Other 

Unclassified items 

Total 

bletnorandw items, of which: 
Re-exports 
Food and beverages 
Indus t r ia l   suppl ies  
Consumer goods 
Other 

Source: P . D . R .  of Yemen: Cen t ra l   S t a t i s t i ca l   Of f i ce .  
1/ The s t a t i s t i c s   i n   t h i s   t a b l e  are based on customs  data and they do  not  include 

any adjustments  for  unrecorded  exports. Hence, t h e   d a t a   d i f f e r  from the  f igures  used 
in the Balance of Payments table.   For a r econc i l i a t ion  of t h e   s t a t i s t i c s .  see 
Appendix Table  39. 

YD-1 = SDR 2.3647 f o r  1974,  and a t  YD 1 = SDR 2.3312 for  1975. 
2/ Conversions i n t o  S D R s  have  been made a t  a r a t e  of YD 1 = SDR 2.40 for 1971-73, 

- 31 0.0 s tands   for   va lues  less than SDR 0.1  mill ion.  
Note: D u e  t o  rounding, d e t a i l s  may not add  up t o   t o t a l s .  
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The d i r e c t i o n  of eworts ( inc lud inc  re-exnortn) unnrirtrnwt marlred 
changes in 19721 (Gee Appendix *eFlr! 37). l h i l  e t h e  shnrcs o f  t h e  .3rah and 
t h e  jndus t r i a l i zed   coun t r i e s  i n  Yemen’s exports rpmnineii more or  1 . m ~  
uuncharl&e? a t  19 per cent and 115 per   cen t ,   r e spec t ive ly ,  t h a t  o f  t h e   R O c i d i S t  
count r ies   dwl . ined   to  5 per cent from 20 ner   cent  i n  1973, !in the c thcr  
hand, t h e  share of other lws  devel.oped counl rips rose t o  31 ner cent as 
aqainst 15 per cent i n  t h e  nrevious  year. ”%e laryest   indir idunl   market  
in 19711 wts Japan  vhich  received 32 yer   cent  of‘ to ta l  Yemeni e x y r t s ,  n la in lJ  
fresh f i s h  and f i sh   p roducts .  

Since t h e  ntit,iorlalizat5.or! o f  fore ign  trade I n  1.971, imports 0 have  been s u b j e c t   t o  comprehensive  control,   exercised rminl-y by r e s t r i c t i n g  
fore ign   exchrqqe   a l loca t iono   to  t h e  state imor t ,  aRencies. In 10*ilt t h e  
value o f  imports rose by 42 per cen t  t o  S3R 153.14 mil l ion  (Tab1 e 19 and 
Appendix Table 3 6 ) .  However, s ince  the  import  price  index registered a 
44 per cent i nc rease   t he re  was a s l i g h t   d e c l i n e   i n  t he  vol.ume of Smmrts 
which fol.lowed. COlnparQble sharp decreases in t h e  ureviou.: two years.  Pespite 
t h e  emergence of domestic  shortages  of  various imrporterl. ~oods ,  the r e s t r i c t i v e  
pol icy  vas cont inued   in  1977. The vs lue   o f   to ta l   imnor ts  is estimtxted t o  
have  remained v i r t u a l l y  unchanred e.t !:DR 1.54 m i l l i o n ;  hovever, Riven t h a t  
p r i c e s  f e l l  by an  estimated 3 per c e n t ,  inports i n  rea l  terms nrobnbly rose 
sctnewhat. It i s  i n t e r e s t i n , ?  to n o t e  t,?mt i n  eech of t h e  years 1972-1975 
t h e  quantum of  imports was o r e l l  belov i t s  l e v e l   i n  1371. 

I n  1974 there was a s S q i f i c a n t  chnncc? i n  t h e  composition  of  imports 
(Table 21) the   share   o f  food and l i v e  animals dec l in ing  from It6 per  cent t o  
41  qer cen t ,  as the  domestic w r i c u l t u r a l   s e c t o r   r e c o v e r e d  from t h e  a3verse 
condi t ions   p reva i l inq   in  1973. 7iimilarly, the  share o f  manufactured Roods 
inc luding  textiles, c lo th ing ,   foo tvear ,   e tc . ,   dec l ined  8,s o f f l c i a l   i m n o r t  
po l i cy  soyrjlt t o  discourage  such imports i n  order  t o  seve foreiftn  exchange 
f o r   t h e  development. effort .   Conrequently,  the percentages of asc’hj.nerv and 
t r a n s y o r t  equinment and of   crude materials rose  ap?weciablv. Hovever, t h e  
major  increase was i n  petroleum  innorts   solely on account of t h e   s u b s t a n t i a l  
i n c r e a s e   i n   w o r l d   p r i c e s ;   t h e i r   s h a r e  in t o t a l   i n p o r t s  went 1173 from 9 ner 
c e n t   i n  1973 t o  23 per   cen t   i n  197b. Almost  no i n f o m a t i o n  is available 
on the  composi t ion  of   imports   for   the  ful l -year  1075. P t a t i s t j . c s  for the  

machinery and transport equ ipmnt  and tovard imports of  manufactured goods. 
0 first s i x  months i n d i c a t e  R f u r t h e r  shift  away from food imrortn toward 



- lrtl - 

Food and l i ve  animsle 
Live animsle 
Ghee 
Wheat; and wheat flour 
Rj cc 
Refined swar 
Coffee 
Tea 
Spicec 
Other 

Beverages and tobacco 

Crude materials, inedible  except  fuel 
Hides end ekins 
Sesame seeds 
Wood 
Other 

Petroleum products 

Animal and vegetable o i l s  

Chd cals 

Manufactured goods (classified by 
materials) 
Textiles 
Cement 
Other 

- 

Machinery - and transport equipment 
Machinery 
Passenger vehicles 
Trucks 
Other 

Miscellaneous  manufactures 
Clothing 
Footwear 
Other 

Unclassified  articles 
Qat 
Other 

Total 

4.7 4.6 8.6 17.1 9.9 2.4 
2.7 3.1 5.8 13.8 1 2 . 3  7.6 
3.7 6.1 6.4 10.1 3.9 3.5 
0.5 1.0 0.6 0.8 0.4 0.5 
1.6 1.5 3.2 I. .6 0.9 0.5 
1.8 1.0 1.4 1 . 3  0.7 0.5 
10 00 9.5 10.2 5.4 5.6 4.2 

- 2.9 - 2.9 - 20'1 __ 2.6 - 0.9 __ 0.8 

0.3 0.6 l .0 2.5 2.1 1.7 
11.4 7.8 7.4 7.7 5.0 9.4 

- 9.1 10.6 7.1. 14.b 
?.2 4.3 3.0 

7.7 12.1 
6 .U 3.2 -5-G 

"- 
0.9 1.0 0.5 0.8 0.4 0.1 

4.5 4.7 3.3 5 00 3.7 5.6 
0.4 0.5 0.2 2.8 0.5 1.0 

1.4 0.4 0.6 0.5 0.2 0.1 
5.6 '4.9 3.4 2.7 1.2 0.9 

" " 0.1 0.1 0.1 0.1 

S o \ ~ c e :  F.D.K. 01' Yemen: Central   Statist ical  Office. 
- 11 The s t a t i s t i c s  i n  t h i s  table are baseii on  customs data and t hey  do not  include 

any aujustments f o r  unrecorded imQort,s, or  insurance arid free zone impor ts .  ilence, 
the  data d i f f e r  from the  figures used i n  t h e  Balance of' Payments table. For R 
reconciliation of t he   s t a t i s t i c s ,  see Appendix Table 35. 

;?I COrIVerSiOnS into SDRs have been made at the ;-ate o f  ylj 1 = 2.40 for 
196-73, YU 1 = SUh 2.3647 f o r  1974, and Xi) 1 5 LJ€~ 2.3312 f o r  1975. 

Note: Due t o  roundinc, detai ls  may not add up t o  tota.Ls. 
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Met o f f i c i a l   c a p i t a l   i n f l o v s ,  includi.nlr: g ran t s  nncl. developmnt 
loans,  were ED13 3.4 m i l l i o n   i n  1971, S ! X  39.8 mi l l i on  i n  1974, and 
SO3 35.9 m i l l i o n   i n  1975. Grants :tr(-f no% fu l ly   r eco rdcd   i n  the balance of 
pa.yments; the amounts shown have not cxcceded SDR I mi l l i on  in any of t h e  
last f i v e  years. Drawinty on long-term loans  have  been r i s i n l :  su 'bstnntia. l ly 
sari pG313U v i t h  t h e  development effort. Rcnayments have been ne@li.ryiWe 
s m c e  i972, r e f l e c t i n g  the concess ionary   chnxcter   and   the   c race   ger iods  
prov5.d.ed l w  the loans received. 

!7inceI..lanecus c a p i t a l ,  j . r lcln?.i~g yrivate c a p i t a l  a n d  en-ors an(! 
oniissions '?as r i s e n  from EV: 2.3 mi l l i on  j.n 1071 t o  SI73 2O.I.r ?ni l l ion  i n  
1975. Since  the d a t a  on such cani.+e,J. movements are fragmep.t_.,ry an 
adeauate analysis of t h i s   p a r t  of the Salnnce of payments I s  not  possih7.c. 
"""".".- - - "C -._-. ._  - " . " _"_ I 

1/ I n  tl7.e present   ana lys i s ,  the ??.>. re t incly i.s t reated 8,s a nonresificnt 
ancl' a l l  i t s  agmestic expenditures, that is n r m e n t s  of wscm t o  Yemeni 
employees, income tax  and  other  local  currency  out;lays, are considered as 
exchange r e c e i n t s ,  



- 50 - 

h. Forecast for 107G 

I n  viev of t h e   f a c t   t h a t .  dows': ic stocks of consumer ~ o c ) ~ ? s  hnve been 
dratm dotm over the  las t  year and t h n t  the intrniied  higher  lcve'l. of 
developmnt  spending t r i l l  require :mater imuorts than i n  t h e  vast. t h e  
inyor t  bill.  is expected t o  j n c r c n s c   t o  a t  least SI?? 19)~ mil3.ion i n  1076, 
i. e. ,  t o  be 19 per cent   higher   than in 1.!?75 (Table 19). Exports arc: pore- 
cast t o  zo up also t o  CY? 27 mi l l . ion ,   re f lec t ing  n 9 5  per cen t .   i nc rease   i n  
f i s h  and f i sh   p roduc t s  t o g e t k r  wi th  an ant ic i?a ted   recovery  irl t h e  re- 
export trade due t o  t h e  ince!4-,ives provided by t h e  a u t h o r i t ?  es. The trade 
de f i c i t   shou ld   t he re fo re  r i se  t o  about SDR 1.57 mil l ion  8,s corrmred with 
3DR 131+.$ !nil]-ion i n  the   p rev ious  yenr. ?he aut!mrj. t ies do not; antici?atzte 
any   s ign i f icant  improvement i n   t r a f f i c   i n  the port; of Aden p.nr7 there i s  no 
s t rong   r emon  t o  f o r e c a s t  any siza3le change in   rmi t t ances .   Conseouen t ly ,  
it is believed t h a t   n e t   s e r v i c e s  an,! tra2sfers vi11 be &-,out SOR ?O mil l ion .  
idiscel laneous  capi t31 nlovsments are proJected a t  STV 20 millior! as i n  1075, 
and t h e  e+utl.orities are countinf: on development  loans of t - ' 3f 
SDR 45 mi l l ion .  Thus, t he   ove ra l l   ba l ance   o f  nayments de. . . 1976 i s  
l i k e l y  t o  be i n  t h e  neighborhood of STIR 31 million. 
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Fank of' Yemen 
Gold 
IMF ~ 0 J . d  t ranche  
Holdincs of  SDRs 
ForeiGn  exchanEe 

National Lank of Yemen (net ) 
Foreign assets  
F o r e i g n   l i a b i l i t i e s  

Sourcco: Emk of Yerren and I W ,  &te-rn?tfcnr.l F i n m c i  - " .I. 3 , ; L t i f : t i C : ; .  

1/ Canversions  into SDRs have  been made at a rate of Yn 1 = SVR 3.40 f o r  the 

21 End-November 1975 data, the la tes t  month f o r  vhich da ta  are available. 
peFiod  1971-73, YD 1 = SDR 2.361+7 f o r  197k, and YD 1 = SDR 2.4731 for 1975. 

I 3/ Includes assets of t h e  P.D.R. of Yemen's Trust  I3ir.d. 

2. Extern-a1 debtmanagement 

Since there is no systematic   procedure  tor  t h e  c o l l e c t i o n  and su rve i l l ance  
of ex te rna l  debt stat is t ics  i n   t h e  P.D.R. of Yemen, t h e  available information 
as presen ted   i n  Table 23 i s  haseP. 03 data Fathered i n   t h e  course of  consul,  
t a t i on   d i scuss ions  and vhatever other documented sources could be found.  A S  

a r e s u l t ,   t h e s e  debt s t a t i s t i c s  differ from those shown i n  the Sal.ance of 
payments table. Accordin.7 t o  Table 23, deht cont rac ted  hy t he  P.V.E. of Vemcn, 
inc ludinz  undisbursed, rose from SDR 152  mil l ion iv 197? t o  SV7 27n m$.llion i n  
1975, of tthich SlV 47 n i l l i o n  vas from mul t i l a t e ra   o r f l an imt ions  ( T I M  and 
the Arab Fund for Economic and Social  Develonment), and SDR 21.c mil l ion  fron 

SDR 72 mi l l ion  to SDH 96 m i l l i o n .  T3y tile end of 19711 the  pr inciae.1 bil-aterel 
donors  were t h e  People's  Republic of China (ST? Ab m i l l i o n ) ,  t h e  TJ.5.S.F. 
(SDR 33 m i l l i o n ) ,  Libya (SD4 1 4  mi1.l.ion) , K1.11mit (SDQ 13 million), 1rP.o 
(SDR 12 m i l l i o n ) ,  and the Gcrnan Dcnocratic  Republic (SDF 7 m i l l i o n )  

bilateral  sources. Between these two years, disbursements increased h?r 



Table 2.3. External Pbbl ic  Debt Outstanding  (1972-75) 

_"""..""_ ....... _.."".. . "._ "" "._ -.".""-. _"-"."""""-.""- ..... "-.- ".."."-._.-""I"""- .... ".""_." 

1y72 1973 . " - "_" ",_ * ."" - ._ - " "- - "___ - " -.. -.- - . ." " * ""?>-..- ."" -_. . " .- -."" -.- -". "- "" - x475 
Including IncludinF Including  Including 

Type of Credi tor  Uisbwsec? Undisbursed Disbursed Ilndisbursed uisbursed Undisbursed Disbursed Undisbursed 
_"..""_".~ "..._ - .. ""_"- ...... """_".- ". """ "."."""""""".A . _......" - . ."." . "-."r""- ."." "" -.- 

International 
organiza t ions  

Arab Fund 
I D A  

Government loans 
Almria 

21.7 
3.5 
- 

lhltzaria " 

China, People ' s  Rep.of 7 .O 
Czechoslovakia " 

Denmark " 

German k m .  R.?y . 2 -7 
Hungary 
Iraq 1.1 
liuwai t 0.6 
Libyan Arab Republic " 

Romania " 

" 

U.S.S,H. 6.b 

14ti . 'I 
5.3 

. -."- 

73.4 
" 

" 

" 

b .9 
" 

9.b 
0.9 

1 4 . 0  
4 .2  

34.4 

147.4 
5.3 
" 

64.9 
5.2 

7.2 
4.2 

" 

7.7 
0.9 
14 .O 
4.2 
33.8 

2.1 
17.1 
3.0 
1.9 
6.6 
1.0 
9.4 
1.0 
9.7 
" 

17.6 

... ... ... ... ... ... ... ... ... ... ... ... 

47.4 
20.6 
26.8 

- 

218.4 
"" ... ... ... 

I 

cn 
h) 

I 

... ... ... 

., . ... ... 
1 , .  ... ... 

c"____ -____ _"._. _."" ."" "+ * "."_ -."-."""" ."_. -." "".""".- "."" .-.""""----.."-""."".~ ".""_"" - 

Sources: World Bank and staff ea+,jmat,es. 
1/ Includes loans from t h e  Arab Fund i n  1975. 
" 2/ Inc lud ing   supp l i e r s '   c r ed i t s .  

0 
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0 The average terms of loans   con t r ac t ed   i n  1970-75 are sham i n  Tab1.e '1:. 
In   genera l ,  t h e  P . 3 . R .  of Yenm has succeeded j.11 l>orrovinfl on very ?avorahle 
term::, RS evidenced by t h e  relative.?.:,t h i p 1  ?rant  element o f  5ts t o t a l .  
indel?tednens. The averwe Preiflhted maturity of  loans fror i n t e r n a t i o n a l  
organizat ions and governments WRS 27.7 years, i.ncludinC: grace y w i o d s  of 
5.7   yewr  ; the wei<@J.ted. avr?:yte ir?terest ra te  vas 2 Der cent .  We 
Governr!clnt's no l icv  has been t o  avoid Ghort- (ine medium-term !.oans, including 
supa l i e r s '   c r ed i t s .  The tot,n,l of suc?1 loans  outs tnndlnc n t  the end, of 1?7h 
wa4 less than 2 per cent  of t o t a l   i ndeb teFness .  i. e. about YV? 1.1 mil.lion. 
More than  1 m l f  of t h i s  amount i s  AUC t o  a s m p l i e r ' s   c r e d i t   c o n t r a c t e c !   i n  
13714 to f inance a f iahmenl   nlant  zt 10 per c e n t   i n t e r e s t  nnd 4 t h  n seven- 
year repyment   per iod.  ??o short..tcrm  loans vere c o n t r a c t e d   i n  1075. 

I n  view of the concessionary  nature  of the P.9.R. of Yemen's ex te rna l  
debt, i t s  debt repayments have been very low and.  t ? x y  have  not  created a 
burden on the   ba lance  of ?aments nos i t ion .  Actu.al repayments of loans were 
SDE 1.9 m i l l i o n   i n  1371 and SD?? 1 .7  mil l . ion  in  1972: t h e r e  vere no regayments 
i n  1973 and. only SDR 0.2 m i l l i o n   i n  1074. >en thou@  precise  ir lformation 
i s  not  available, it appears t h a t  lonn r e p a p e n t s  were qui%e lov  i n  1075, 
and that thcy muld  c o n t i n u e   t o  be very small i n  1076. 

Table ? h .  Average ?'erns of Loans from 
Internat ional   Organizat ions  and Governments, 1?70-74 

Loan Category 

-." A v e r a a e i g h t e d  Terms 
I n t e r e s t  Grace per iod   %tur i tg   Grant  

(per c e n t )  (years 1 (years )  Element 

"."-." . 

"" I ""-.".-. 

In t e rna t iona l   o rgan iza t ions  1.9 7.2 36.3 64. rj 

Government loans 2.1 5.0 23.7 53.3 

Tota l  2.0 5.7 27.7 56.2 
""""."""_ " ""- 

Source: IERD. 
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1. P a p x n t s  systey: 

The National Bank of Yemen if; the only commerc!?l bank opera t in7  i n  
the   count rye  its buyinc  and  sel l ing rates f o r  the 1i .S.  d o l l a r  were Y9 0 . 3 4 3  
per  USS1 and YD 0,350 per  W S l ,  respec t ive ly  on December 21. 1975. Except 
f o r  tile pound s t e r l i Q p  for which  buying and  s e l l i n g   r a t e s  are  announced on 
a d a i l y   b a s i s ,   q u o t a t i o n s   f o r  a l l  o ther   p rescr ibed  currencies a r e  set weekly 
on the   bas i s  of  the London narlcet ra tes .  Because of th i s   Frac t ice .   b roken  
cross  rates s t i l l  remain.  .Qltllcuph  the spreads between  buying and se l l i n l r  
rates f o r  most currencies have been narrowed t o  2 p e r   c e n t ,  sone still exceed 
t h i s  limit. 

The maintenance of the r014 value O F  t he  Yemeni d ina r  i n  both December 
1371 and  February 1373 and i t s  pecn,zirry, t h e r e a f t e r   t o   t h e  1J.S. d o l l a r  have 
r e su l t ed   i n   an   apprec i a t ion  of the d i n a r   i n   r e l a t i o n   t o   t h e   c u r r e n c i e s  of 
the  P. I l o  R. of Yemen's main t r ad ing   pa r tne r s .   Spec i f i ca l ly   t he   d ina r  has 
reEistered an e f fec t ive   apprec i a t ion  of 11.6 per   cen t   dur ing  the period 
between the  end of 1970 and. t h e  end of February 1976.11 Consequently, Over 
the  sane  period,  the  market rate f o r  t he  Yemeni d ina r   ro se  by 3.5 p e r  cen t  
i n  terms of t he  SDR from Yi) 1 = SDR 2.4 t o  YD 1 = SG? 2.4844. 
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b. Adminis t ra t ion  of  exc?lance cont ro l  

Beginning December 4. 1367 vi i ; i ~  few except ions ,, all payments Rnd 
t r a n s f e r s   t o   n o n r e s i d e n t s  were made subjec t  t o  Fr ia r   approval  by t h e  
Exchange Control ler .   Several   regulat ions and ad hoc  decisions were i s sued  
thereafter  vhich  modified  the  preindependence system and imposed a d d i t i o i r d  
cont ro ls   per ta in in l r   to  payme.7ts for i n v i s i b l w ;   s u r r e n d e r  of export  :?rocec.lc 
and  rcceiptx from i nv i s ib l e   and   cap i t a l  movenents.  These  reculat*ions  vere 
subsequently  incorporated,   with minor changes .   i n   t he  Exchange Control. Law 
(Law 110. 16 o f  1971 which came i n t o   e f f e c t   o n  April 2 1 ,  1971) and i n  t h e  
Exchange Control bianual i s sued  by the Exchange Control  Cormittee  created 
under t h a t  law. 

Administration  of  exchange  control i s  c a r r i e d  out  by t h e  Exchange 
Control  Department of t h e  Bar& of Ycmp. (General  Department  for Txcharq:e 
Control)   through  the fixchange Control Committee headed  by t h e  Depu-Ly 
Governor. The Committee may de lega te   ce r t a in  povcrs t o  the Director  of 
Exchange Control who i s  a member o f  the  Committee.  Exchange t r ansac t ions  
must be car r ied   ou t   th rough  the   in te rmediary   o f   au thor ized  dealers appointed 
5y   t he  Committee. The 1lationa.l Bank of Yemen is a t  present  the onlg 
au tho r i zed   ba rk   dea l ing   i n   p re sc r ibed   cu r renc ie s ,   t ha t  i s  ., t h e   c u r r f y c i e s  
i n  which  import  payuents must be made and  export   proceeds  received. .. 

0 
Other dealers in   fore ign   exchange ,  who may deal o n l y   i n   t r a v e l e r s  

checks  and  banknotes, are c l a s s i f i e d  i n t o  ord inary  money changers  and 
secondary  dealers.   Ordinary money changers whose p r inc ipa l   bus iness  i s  t h e  
sale and  purchase  of   foreign exchan(:e for t h e i r  own account o r  fo r   t he   accoun t  
of  the  National Bank are permit ted tg deal   on ly   in   cwrencies   no t  on the   p re-  
s c r ibed  l ist .  Secondary dealers, such as h o t e l s ,  t ravel  bureaus,  and re ta i l  
s t o r e s   s e l l i n g   t o u r i s t  goods, are p e r m i t t e d   t o   a c c e p t  payment i n   f o r e i g n  
exchange  from t h e i r  customers  only  and are requi red  t o  su r rende r   t he   r ece ip t s  
i n  foreign exchanEe t o  the  i!ational 2ank no l a t e r  than  the  subsequent  business 
day. Whereas the   au thor ized  bank  and money chancers are allowed t o  charge 
a commissim f o r  the purchase  and sale o f  foreign  exchange as spec i f i ed  by 
t h e  Exchange Control  Committee,  secondary  dealers may not  charge  commissions 
on purchases  of  foreign  exchange from t h e i r   c ' a t o c e r s .  

C .  Pamen t s  for imports  and inirisib_l-c 

Paylnents for   imports  must be made i n   p r e s c r i b e d   c u r r e n c i e s  anc! r equ i r e  
the   p r ior   approval   o f  t h e  Sxchange  Control  Ccmmittee,  except  that  imports 
aga ins t  le t ters  o f   c r e d i t   o r  documents may be  approved  by the au thor ized  
bank. Payments f o r  the o i l   r e f i n e r y ' s   i m p o r t s   a n d  f o r  impor ts   in to   the  free 
zones are exenpt  from  exchange  control. 

~ - - " . -*.. .. 
1/ The l is t  of   p rescr ibed   cur renc ies  i s  s p e c i f i e d   b y   t h e  Exchange Control 

- " " _. -. " - - __" ~ ""- 
Committee from t h e  t o  t ime.  The cu r ren t  l i s t  comprises t h e  Belgian f r a n c ,  
t h e  Canadian do l l a r ,   t he   deu t sche  mark, t h e  F rench   f r anc   t he   I t a l i an  l i r a ,  
t h e  i ie ther lands   gu i lder ,   the  pound s t e r l i n g ,   t h e  Swedish krona,  t he  Swiss 
franc and t h e  U. S. dollar. 



A l l  payments f o r  i n v i s i b l e s  weruj.rc prior approval by the Committee. 
Approval is Cenerally p,railted, !,rovitleti t h a t  the request  for such I’a:rments 
i s  considered t o  represent  genuine current payments and  t h a t  the hpplicant  
has paid a l l  l o c a l  taxer;. uocuuiientary ev idence   spec i f ied   accord ing   to   the  
nature  of’ t h e  casc i s  recJUirnd. T I C  basic exchance  nllolsance for t o u r i s t  
t r a v e l   p e r   p e r s o n   p e r   t r i p  i s  the c .Jilj vr.j.cnt of YL) 125 (Yn 03.5 for chj ldrcn  
under tell) except; t h a t  for  travel t o  i i u r d t ;  Oman, Saiidi k r d b i n  t h e  ‘?eV:‘en 
Arab Repiblic,  Somalia,  Ethiopiu, , Djibout i  ., and the P e r s i m  GuI.1’ i : t a t e s ,  t h e  
allowance i s  YI) 75. Travelers  t o  the Yemen Arab  Republic may alt,ernrLtivel-- 
t a k e  out up t o  Y R l s  1,000. Travelers may a!.;;o t a k e  out  YD 5 i n  domestic 
banknotes. A.llownnces for medical  treabment abroad arc n o r r a l l y  s ran ted  
U:J t o   t h e   e q u i v a l e n t   o f  YII  200 per person with h!’.gher mounts  under excel, 
t iona l   condi t ions  I Allotmnces for other types o f   t r a v e l  are Cranteri 011 tile 
merits o f  each casc. iionresickntr: arc allowed t o  take out  foreifrn  exchange 
up t o  the amounts declared t o  Custom upon entry.   PoreiEn  mployees of 
approved  enterpr ises  and tlle ?+P O i l  1?efincry arc allowed t o  remit nbrond 50 per 
cent o f  t h e i r  t o t a l   e a r n i n c s   a f t e r .  t~xe:;. insnrance i s  na t iona l ized:  
e x i s t i n g   p o l i c i e s  have been t r a n s f e r r e d  t o  t i e  lTationa1  Insurrlnce  and 
Reinsurance Company and payment of prelniun~s  abrond is  not; permit ted.  

f 

d. Export  proceeds a n d  receipts from invi,ci)lLs- 

Except f o r   e x p o r t s   t o  the  Yemen Arab ReFublic  and  neichborinc  coun- 
t r i e s  as spec i f i ed  by t h e  Exchange Control  Committee.. exl:ort proceeds must 
be   sur rendered   in   p rescr ibed   Currenc ies   wi th in   s ix  months after the shipment 
of goods  and be so ld  t o  t h e  authorized ‘onnk upon r e c e i p t .  The proceeds  of 
exports  o r  re-exports t o  t h e  Yemen Arab Republic ana other   neighboring 
count r ies  may be  surrendered  in  t h e  na t io l~a l   cu r renc ie s  of these count r ies  
wi th in  the  condi t ions established by t h e  Cormnittee. All claims o f  r e s i d e n t s  
fo r   s e rv i ces   r ende red   t o   nonres iden t s  must be co l l ec t ed  ir, fo re ign   cur renc ies  
(or received from an  External Account as explained  below) when due  and 
surrendered t o  the  authorized  bank,   with the  except ion t h a t  Yemeni na t iona l s  
working  abroad are cillowed t o  establish nonresident  foreiEn  currency  accounts.  
‘l’he irnport of donestic  currency by travelers i s  l imited t o  YD 5 a person. 

e. Capital mover.:entF- 

Vi r tua l ly  all c a p i t a l  qovements requi re   p r ior   approval   by  t h e  Exchange 
Control Committee.  However, external  borrotring by nonresident firm opera t ing  
i n  the P.D.R. o f  Yemen is exempt.  Expatriates are normally  permitted upon 
d e p a r t u r e   t o  remit t h e i r   l i q u i d  funds t o   t h e i r   c o u n t r y   o f  permanent  residence. 

Ronresidcnt accounts may be h e l d  by persons   no t   res ident   in   the  P.D.R. 
o f  Yemen.  I’he p r inc ipa l   t ype  of  nonresident  account i s  the   Ex te rna l  Account; 
i n  Yemeni d inars .   Subjec t   to   approval  by t h e  Colrmittee; External  Accounts 
may a l s o  be he ld  by c e r t a i n   r e s i d e n t s .  These accounts may be   c red i ted   wi th  
proceeds from conver t ib le   fore ign  currency t r a n s f e r r e d  from a b r o a d .   v i t h  bank 
iuterest   payable  on  these  accounts  and wi th  balances from other   Externa l  
Accounts.  Transfers from abroad must %e i n  t h e  f o m  of  bank d ra f t s .   Ex te rna l  
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Accounts  cannot be c r e d i t e d   v i t h  Locslljr rhis. (1 or l oca l ly   ea rned  fundo o r  
with payments i n   t h e  foru of  fore ign  Imrlkuotes 111lless such  banknotcs arc 
declared t o  t h e  Customs a u t h o r i t i e s  upon e n t r y .  ?xtel*ml Accounts msy be 
debiteci for any payrrents t o  r e s i d e n t s ,  for t r m s f e r s  t o  o t h e r  E.uternal 
Accounts and for payments  abroed i n  any convert ibl .   currency.  The CcmnSt tue  
may d i r e c t  any ~aymen t  t o  a nonres iden t   t o  a Blocke.1  Account. ? k e p t  f o r  
i ;wes tmcn tc   i n   spec i f i ed   s ec ! r r i t i c s ,   ba l ances   i n  fJl~.~'kcC: Accounts  cnilnot be 
used  except w i t h  p r ior   approval  by the   Conmit tec ,   Secur i t ies   acqui red   wi th  
such approval m a y  be dealt with freely. 

Par t i c ipa t ion  of' f o r c i g n   c a y i t a l   i n   e n t e r p r i s e s  in the P.D.R. of  Ycnrell 
i s  r e w l s t e d  by l e g i s l a t i o n   e n a c t e d   i n  Ihy 19'71 (Lav No. 23 o f  1971 for t h e  
Organization o f  Industry  and  Promotion o f  Industr ia l   Investment  which 
replaced  an earlier law i s sued   i n  1969). T h i s   l e r i s l r l t i o n   l i b e r a l i z e d  
provis ions [;overning fore icn   inves tments   in   the  P.D.R. o f  Yemen v i t h   r e s p e c t  
to t r a n s f e r s  o f  p r o f i t s  and r e p a t r i a t i o n  of c u p i t a l .  Inward f o r e i p  in-rcst- 
rnents  approved under t h i s  L m  rn:?.y be  granted  exemptions from import   dut ies  
and  various  other taxes for   spec i f ieu   per iods  as p r o v i d e d   i n   t h e   l e g i s l a t i o n .  
Remittance of prof i t s   abroad  i s  permi t ted ,  ap t o  50 Der cent; of t h e   3 n n l d  
n e t   p r o f i t s ,   i n   t h e   c u r r e n c y  of the  or iginal .   investment  o r  i n  any o t h e r  
currency  acceptable t o   t h e  Committee. Repatr ia t ion of t he   o r i c ina l   i l l ves t . .  
ment ca l cu la t ed  on t h e   b a s i s  of t h e  surrender  or l i qu ida t ion   va lue  of tile 
e n t e r p r i s e  o r  on t h e  basis of i t s  a c t u a l  o r  bookkeeping  l iquidat ion  value,  
whichever i s  less, i s  allotred af ter  five years  from t h e  commencement of 
opera t ion  of t h e   e n t e r p r i s e  a t  t h e  rate of' 25 per  cent  o f  such  value  per 
annum. I n t e r e s t  due on loans obtained &road af ter  t h e   e n t e r p r i s e  i s  
e s t ab l i shed  may also be  remit ted,   provided t h a t  a1.L d u t i e s ,  taxes and o ther  
government dues are pa id .   Fore igners   working   in   the   en te rpr i se  may t r a n s f e r  
up t o  one  half  of t h e i r  salaries or wagcs af ter  incone  tax.  

0 

2. Trade system_ 

I4ost imports and exports  have been  subject tc: inZividua1  l icensinl ;  
s ince  September lg@. Exempt from l i cens ing  are i1Lports o f  t h e   r e f i n e r y  
as well as most overland trade wi th  t h e  Yemen Arab Republic and tracie wi th  
bther   neighborin[<  countr ies  ,,;ilich are subj  ct t o  s p e c i d  provis ions  as 
i ssuedby  the   14 in is te r  o f  Trao.3 and S u p p l ~ . ~ '  Imports frcn and  expor t s   to  
Israel end  Rhodesia a re   p roh ib i t ed .  !"enporary r e s t r i c t i v e   o r d e r s  may be 
i ssued  from time t o  time, with a view to   p reven t ing   ove r s tock ing  of some 

1/ I n   a d d i t i o n ,  t h e  following ere exenlpt from l icens ing   requi rements :  
pe r sona l   c f f ec t s   b rough t   i n  by t r a v e l e r s  , trade sanTles imports by fore ign  
embassies and U.iY. agenciea , [rifts i n  money o r  kind  not  exceeding YD 5 0 ,  
books and  publ icat ions  issued by t h e  U.I?. and i t s  agencies ,  and suppl ies  

( f u e l  water, food, e tc ,  ) f o r   s h i p s  and  planes  vliich c a l l  a t   t h e  P.D.R. o f  
Yemen's po r t s .  

- ""_" - . "_ - .. . .. - - .. . . - . . . - - - . - - " __ "_ ." 
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commodities o r  encourafliny, t h e  sale of l o c a l l y  rnRi1IiPactureu subs t i tu te r , .  
Export   l icensing is maintained partly for s t a t i s t i ca l   pu rnoscs .   lmpor t e r s  
8 s  well, as export.c~r, alust r e p i s t e r  with the Trade kristrt lr  i n   t h e  Nil1istl'y 
of Trade arid Supply  and th i s   re f ; i s t , rz t ion  i s  to be renewed each year .  Under 
Law No. 3'1 of 1969, t h e  commercial o.(,::cn'ts for fore ign  firnu w r c  r e s t r i c t e d  
to Yemeui lmt iona ls  as of Apr i l  1 1P70. 

A law for the  Ort3anization of Fareign 'l'rade enac ted   i n  3ny 1971 
(Law 140. 21 of 1371) cre:iterl a separate e n t i t y  o f  t he   A in i s t ry  of' Econo1n.y 
and  Industry  (General Depnrtment f'or E'orei(;n Trade) t o  assume the planninu 
as vel1 as t he   admin i s t r a t ive  aspects of fo re i cn   t r ade .   In  1975, 8 new 
nl in is t ry ,   the   id in is t ry  of Trade sild Supply, was c rea t ed  t o  t a k e   o v e r   f u l l  
r e s p m ; i b i l i t i e s   w i t h  rc(:ard i;o the :j.Iti;inistr.ztion  of forei.Cn t r s d c  as 
coutn incd   in  Law No. 21 o f  1971, and doirtcstic d i s t r i b u t i o n  of importeci floods. 
The manaeement of' foreiGn  wade i s  e f fec ted   th rough a linkage  between tiie 
annual  exchange  budget  anu the  annual  import  program. The Committee on 
F'oreign Exchan(Te t h a t  i s  colnposed of t h e  I'iliister of Trade  and  Suppl.~, t h e  
Governor of t h e  Bank of Yemen m d  t h e  I)irect;ol*  General of t h e  General 
Department f o r  Foreign Tracie, formulates  the  exchange  budcet on t h e  basis 
.Of expected  foreicn  exchanty  earnings fron dolnestic  sources as well as 
aid flows. I n   t h e   l i g h t  of overal l   foreigl ;  exchanr e a v a i l a b i l i t y .  the 
i d n i s t r y  of Trade and Supply formulates   tne  import  pro,yram. Severa l   fac tors  
are taken  into  account i n  preparing  such a pro[l;ram including marlret need 
for   var ious  commodit ies ,  deve1.opment o'Gjectives ., and. the   icplementat ion 
of  the   p rovis ions  of b i l a t e r u i  cz'ade and econonic  cooperation  apreements 
w i t h  o ther   count r ies .  A n  imnport p l a n  e s t ab l i sh ing   quo ta s  for various 
groups of  imports i s  then  determined  on  the  basis of  t h e i r   r e l a t i v e  i m -  
portance  and  individual  import  licenses are i s s u e d   t o   e n s u r e   a l l o c n t i o n  
o f  exchange  consistent;  with  the  objective of' t he   i npor t   p l an .  Both t h e  
exchange  budget as well as the   import  program a r e   s u b j e c t   t o   r e v i s i o n s  and  
crc imp lcmnted   f l ex ib ly   i n  view o f  changes i n  the  size of exchance  earninry:, 
import  needs and changes i n  p r io r i t i e s   a s s igned   by  t h e  import  plan. 

P r i o r   t o  1970 t h e  import t rade and the domest ic   d i s t r ibu t ion  of  
imported  cormodities were handled by t h e   p r i v a t e   s e c t o r .  Law k!o. 37 of 
1969 set up a state board of  t r a d e  under t h e  Econotdc Organiza t ion   for  the  
PEblic  Sector t o  assume the  t r a 6 i n g   a c t i v i t i e s  o f  the nationalized  companies.  
After sonle reorganizat ion of s t r u c t u r e  and r e s p o n s i b i l i t i e s ,   t h e  two publ ic  
co rpora t ions   t ha t  took over   na t iona l ized  trade are: ( a )  t h e  ZJational  Compny 
for  Foreign Trade, vhich has a xonopoly over  imports  of a l l  consumer g'sods 
including  foodstuffs   automobiles  and o the r   gene ra l  plovernment requirements 
and (b) the  i \Jetional Company f o r  Dru;;s which h a s  t h e  r e s p o n s i b i l i t y  f o r  
medical  supplies and hospital  equipment.  Apart fron these  two orgac iza t ions ,  
ce r t a in   ag r i cu l tu ra l   coope ra t ive  unions are also author ized   to   impor t  
ag r i cu l tu ra l   i n :pu t s   and   f ru i t s .  The p u b l i c   s e c t o r  as composed o f  the tvo  
na t iona l  co:nyanies and  the  cooperat ive unions accounted f o r  aboct 37 per 
cent  of  t o t a l   i m p o r t s   i n  1975. The Ilational Company for  Iiome Trade i s  
respousible fo r   t he   domes t i c   a l l oca t ion   and   d i s t r ibu t ion  of the commodities 



hti l  December (;, 1.970 Atlcn wac n f r e e  poyt .  Tho only cotrcmoditics 
subject t o  import t a r i f f s  were a l coho l i c   beve rages ,   c i r a re t t e s  and tobacco: 
q a t ,  ecgs aild nonpotable  alcohol.  The Governnicllt introduced on t l m t  date 
pursuant t o  Law 3 0 .  29 a general iml,ort t a r i f f  which terminated t h e  free 
por t  s t a t u s  of Aiilsn and cstabbiaherl free zones v i t h i n  ti?e por t .   Transac t ions  
i n  the free zones are not   subject  to import tariff '  an6 are genera l ly  e::empt 
fro111 exci1ange and trade cont ro ls   except  t h a t  t h e  proceeds o f  expor ts  ~ n d  
re-exports f inanced   o r ig ina l ly  by the   au tho r i zed  bank arc subject  
t o  the surrender requirement:  rliscucszd earli.-r. 'In all c a s c s ,  expor te rs  
from t h e  free zones &re requi red  t o  undertake to   r epa t r i a t e   co rmni s s ims?  
p r o f i t s  and  otller expenses r e l a t i n g  t o  the  processing o f  p m d s  i n  the zotles 
i n   c o n v e r t i b l e  currencies and surrender them t o  the   au tho r i zed  hnnl:. Trans- 
ac t ions  between the free zones  and t h e  rcst of the country are subjec t  t o  
all exchan(7e and t r a d e  reG:llati.ons appl icable  t o  imports  and expor t s .  
Recently t h e  Government has t a k e n   s t e p s   t o  promote the  re-export  trade 
t h r o u a   t h e  free zones,  such as the   ex tens ion  of c r e d i t   f a c i l i t i e s   i n  
foreign  exchange for at least  s i x  nmt!ls t o  finance  imports an+, t h e i r  sale 
i n   t h e s e  arcas or  re-exports.  ?1oreover, foi-eiKlI firms are now a l loved  t o  
e s t a b l i s h   t a x  exempt sales and p r o d u c t i o n   f a c i l i t i e s  i n  t h e  free zonas. 

b!ost of' t h e  i m p o r t s ,   o t h e r   t h a n   t o   t h e  free zolies, are s u b j e c t   t o  8 
comprehensivc tariff  schedule  with rates rancine  bztween 1 per cent and 
160 per cext   the   h i , ,h  p er  rates are concentrated on nonessential  manufactured 
consuuler goods  while low r a t e s  apply t o   f o o d s t u f f s ,  raw m a t e r i a l s ,  and 
.equipment. Some imports are sutj ject  to s p e c i f i c   d u t i e s .  Tariff pol icy  i s  
pr imar i ly  aimed a t  f i s c a l   o b j c c t i v e s  and i s  not  intended by and larce f o r  
p ro tec t ion  of domestic import; s u b s t i t u t i n g   a c t i v i t i e s .  
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Only the rnone~ary auLhori t ies  and a u t i m r i z e d  dealers mny purchase,  
h o l d  or c e l l  ~01.d bullioll,   Licensed (~olrlsmit.11:; may purclmse , hold and 
oe7.l o ther  ulworlrcd colt arid gold coics  and ornaments up In s p e c i f i e d   l i n i t s  
set; by the Exchan!;e Control Conilni t t z e .  Otkr  re s iden t s  may hold golc: dtlly 
in t h e  form of ornarne~~t;  or nwlismntic  coins.  Exports and  ilznorts of F o l d  
by regis tered  Goldsmiths   require  licenses issucl; by the  Gencrnl Dcpartme1i.L; 
f o r  Foreign Trade ( I l i n i s t ry  of Trade and Supply) exceFt   in   spec ia l   cases  
where the  conserrt o f  t he  ;:xcllLsnt:c Control Co1s:;itt;ee i s  a l s o  rcquireci. 
Travelers  may briats i n  or tdcc ou t  reasonable &mounts of [:old orr,nmcnts 
not exceeding YI) 250 i n   v a l u e  for incoming travelers and n:,t exceerlir l~ 
YD 100 for deparLing   t rave lers .  Inports and expor t s  o f  !:old hy travelers 
are subJoct  o n l y   t o  customs  ccmtrol . b u t  incoi;iinG t r a v e l e r s  IrishinF: t o  s e l l  
gold'coins o r  b u l l i o n  they   car ry  w i t h  then ,  must do so t o  an authorized 
dealer. 

The following changes in t h e  exchange and trade system have occurred 
i n  1975. 

a .  %'he i i i n i s t ry  of Trade and Supply was es t ab l i skd  t o  t a k e  over   t he  
management of  i n t e r n a t i o n a l  track and domestic d i s t r i b u t i o n  of inlports. 
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Table 25. P . 1 I . K .  of Yctncln: Domestic Product 
a t  Current  Srices,  1969-72 

( I n  thotlsands of Yemeni dinars)  

I 

1969 1970 1971  1972 

At:ricultrlre 
MininR and quarrying 
Manufacturing 
E lec t r i c i ty ,   gas  and water 
Construction 
\holesale and r e t a i l  trade 
Transportat ion,   s torage and 

Finance,  insurance, real estate and 

Community, s o c i a l  and personal services 

communications 

business   services  

A. Net domestic  product 
(at f ac to r   cos t )  

B. Consumption of f i x e d  c a p i t a l  

C. Cross  domestic  product 
(at factor cost)  

D. Ind i rec t   t axes  

E. Net domestic  product (at market 
prices (A*))) 

P. Gross domestic  product  (at  nlarkct 
p r i c e s  (C+D)) 

13,444 
32 

17,771 
1,021 

5 50 
16,197 

4,557 

2,651 
11,779 

67,962 

2,339 

70,3Ql 

909 

68,871 

71,210 

13,165 
47 

17,059 
1,097 
6 80 

14,324 

4,644 

2,882 
13,478 

67,376 

2,333 

69,709 

1,064 

68,440 

70,773 

14,590 
48 

9,703 
1,122 
1,475 

13,292 

4,496 

2,717 
13,929 

61,372 

2,482 

63,854 

1,201 

62,573 

6 5  055 " 

15,264 
55 

10,271 
997 

3,163 
11,898 

4,447 

2,652 
14,613 

63,360 

2,468 

65,828 

1,401 

64,761 

67,229 
~ 

Source ;   Cent ra l   S ta t i s i tca l   Off ice .  



T a b l e  ' 5 .  P.L.R. of Yemen: Industria!.  I'roductiw 

Itrdus t ry Units  l07g 1371 l V 3  

Cot ton   l in te ra  
E l e c t r i c  power 
Water 
Shipbuilding and repair 
Soft drinks 
Vegetable oils 
Vegetable cake 
Salt 
lllatches 
Pa in t s  
S h i r t s  and t a i l o r i n g  
Packed and s K i m  rniik 
Unpacked m i l k  
Cigarettes 
Sheep and goat  skins 
Patent  leather and l i n i n g  
Cow and camel sk ins  
Chamois leather,  f u r s ,   e t c .  
Paper bags 
Agriculture  machinery  spares 
P las t ic   household   u tens i l s  
Tiles 
Aluminum u t e n s i l s  

Tons 
:.!illion kwh 
!.?illion litres 
Numbers 
bl i l l ion bo t t l e s  
Thousand kgs . 
Thousand kgs . 
Tons 
Gross 
Thousand litres 
14umbers 
Thousand litres 
Kilograms 
Mi l l ions  
Dozens 
Square feet  
Pounds 
Skins  
Tons 
Value i n  d ina r s  
Tons 
Hundreds 
Tons 

b ,G 39 
115 

204 
1 3  

... 

... 
76,000 

... 

... ... 
50,123 ... ... 

" 

" 

" 

" 

417 
" 

" 

" 

7,350 
118 

4,266 
136 

17,344 
326 
15  

1,242 
7,834 
42,815 
190,666 

229 
108,245 

642 
18 ,756 

137 
7,722 

15,844 
15,377 

407 
42,104 

1 9  
5,853 

127 

21,563 

3,597 
131 

16,29 3 
35 @ 
18 

5 78 
4,20h 

34 ,270 
231,121 

398 
280, oh? 

5i9 
264,669 

31 8 
7,679 

177,075 
89,488 
2,926 
301 

59,005 
33 

3,60G 
139 

.. . 
65 

8,033 
200 

8 
221 

2,074 
13,182 

122,294 
190 

137,453 
289 

62,392 
148 

7 ,679 
160,576 
6,401 

850 
14 3 

1 3  

49 

.. . 

.. . 

... ... 
168 
. .. 
... ... 
e . .  

oa6 
3613,347 - 

I 

. .. . .. 
19 

112 
. .. 



Table 27. P.D.R. o f  Yemen: Five-Year  Development Plan, 197l+/75-1978/79: lnvestment  Expenditures by Sector 

( In  thousands of Yemeni dirlars 1972/73 prices ) 

IrAdustry 
Agricul ture  and f i s h i n g  
Transport  and  communications 
Geological  and  mineral  survey 
Education 
Health 
iiousina  aad  municipalities 
Other s o c i a l  services 

‘total 

Industry 
Agricul ture  and f i sh ing  
Transport  and  commnications 
Geological and mineral survey 
Education 
Health 
Housing  and munic ipa l i t i es  
Other   social  services 

23.4 
42.4 
2 1  .0 
1 . 6  
3.0 
1 . 5  
3.9 
2.4 

(_In per   cent  1 

14.7 
39.3 
28.3 
1.1 
7.6 
1.5 
lr.3 
j . 2  

16.5 
34.6 
31.2 
1 .o 
7.7 
4 . 5  
4 . 3  
0.3 

13,979.0 

16.5 
29.7 
29.1 
1.. 4 
10.9 
7.1 
L.9 
0 . 3  

1,)407.0 

779.0 
20.8 

1,150.0 
1,085.0 

664.0 

2,809.3 

30.0 

7,945.1 

“ 

1’7 .7 
35.4 
9.8 
0 . 3  

1 4 . 5  
13.7 

8.4 
0.4 

I 

m 
w 
I 

Source : Ministry of Planning. 

2iote: Due t o  rounding  components may not add up t o  totals exac t ly .  



Table 28. P.D.R. of Yemen: Pive-Year Development ?lan,.19?4/75-1978/73:  Financial Sources 

( In   thousands   o f  Yemeni d inars  at 1972/73   pr ices)  

Levclopment  Fun6 
h n k i n g  system 
Self-f inaccing by firms and corpora t ions  
i'rivate sec to r  

Subtotal  f o r  i n t e rna l   f i nanc ing  
Lxternal  financing 

Tot a1 

Development Fund 
Banking system 
Self-financing by firms and  corporations 
Pr iva te  sec to r  

Subtotal  f o r  i n t e r n a l   f i n a r c i n g  
Lvterna l   f inanc ing  

18,Lgh. l3 
0,593.5 
G ,872.0 

32c.  0 

34,486.3 
40,8'12.2 

75,358.5 

24.8 
11.4 

9.: 
0.4 

45 .R 
54.2 

" 

( I n  per cent; of total) 

23.5 27.3 23 .c) 
13.4 io .2 8 ,(J 

8.3 7 03 1.1 
3.3 1 . 3  0 . i  - - - 
50.8 46.4 36.2 
49.2 53.6 61.8 

5,745.4 
G J 3 3 . 6  

41.1 
59.9 

2,1+5Y. 3 

1,252.8 
830.8 

10.0 

31. G 
10.5 
15.8 
0.1 - 

57 .L 
42 .c 

b t e :  Cue t o  r o u d i n g  components may not add. up t o  t o t a l s   e x a c t l y .  

e I 



Table 29. P.D.R.  of Yemen: Financial Sources of Investment Under the Second Plan 

(Tn thousands " " of Yemeni d i n a r s )  

Sources 

Initial Targets Iievised Tarpets 
Apr . -Dec . Apr . -Dec A c t  ual 

1974175  197 5 1974/75 1975 1976 197bI75 

Development Fund 4,338.7 4,81;3.4 
Banking system 3,364.4 1,838.5 
Self-financing by firms ana corporations 1,510.9 1,419.6 
Private sector 47.9 235 .o 

Domestic financing 
External financing 

9,26i.O 8,335.7 
6,964, i! 9,629.0 

Total 16,225.2 17,965.7 

Development Fund 23.3 27.0 
Banking  system 18.5 10.2 
Self-financing by firus and corporations 8.3 7.9 
Private sector - 0.2 - 1.3 

Domestic financing 
External  financing 

50.8 46.4 
49.2 53.6 

14,494.5 18,500.5 
3,597.7 2,215.1 
3 , 0 3 6 ~  i ,biCi.G 

" 375.2 

21,128.2 23,701.1, 
t? ,630.5 9,512.9 

29,758.7 33,21h.3 

(In per  cent  j 

18.7 55 97 
12 .i 6 .I 
10.2 7.9 
" 1.1 

7 1  .O 71.4 

- 

29.3 20.6 

22,511.4 
2,283.4 
A, I I A .  -. . .", c 

244.9 

26 , e a .  0 
18,688.8 

45,509.8 

49.5 
5 - 0  
3.9 
" 0.5 

56.9 
41.. 1 

47.2 
1G. 2 
10.2 
" 

67.8 
32.2 

* Source: ?{inistry of Planning. 



T u  

A. Central Ooranmnt 

1. Taxer on net inc- urd profit.  

1.1 Taxer on Ccamnler, CorPO~tiOM 
uld oaterprlr.. 

1.u corpolrte inc- tax 

by Ilw Io. 22 of l-, frr 
m Io, U of 1961; vcndad 

Uo. 35 of 1969 ud I m  Bo. 
52 of 1971. 

1.2 h x e 8  on indit idrula 

1.21 IadlTidurl i n c a  +.I 

by Ilw Io. 22 of 1968, Irr 
UW Io. 8 of 1961; r r n d c d  

lo. 35 of 1969 ud m IO. 
52 of 1971. 

37.5 per cant m 
mt profltr 



Tu Natura of T u  Exemptions md Deductiona Rater 

1.22 fax on urger mad salaries Annual t a x  on t h e  salaried e.ployeer i n  t he  
prlvkte and prbllc  rcctora. T h i n  tax 11 

The Special T u  docs no t  apply t o  employees 
of the  Central Uwemmnt or t o  rr lr i e s .  

applied i n  two sts(ler: (1) a Special hx l a  
withheld from the rrlarie8 of a l l  employees 

bela YD 282 per year. 

except those of the  Central  Cmernunt; Deduction. for computing individual tax: 

the -t of Special Tax p i d  and  other 
(2) any brlance re.aFnFng after  subtracting YD 500 f o r  I married person; YD 350 for  

&ductions is aubJect to the i n d i v i d u d  and inauranee md cducatiooal  expemer. 
incar tu. 

s single person; YD 70 f o r  each dependent; 

- Cent 
5.0 
7.5 

10.0 
1 2 . 5  
15 .O 
17.5 
27.5 
37.5 
42.5 
b5.0 
47.5 
47.5 

2. Social Security contributions 

H W .  

3. -011 taxes 

lone. 

4. faxes 011 property 

Hone. 

.5. Tsxea on goods and rerrices 

5.1General sales   tax 

tiom. 

. 



5.2 Selective  excioes 

5.21 Excise taxer on agrinrl- Tuer on a11 uricultll+ll  products except q a t  lmm 
t u r r l  oroduction 

Lu No, 2 of 1961; ~ r d o d  t h e   f a r r r r  through t b e   c o o p r a t i w r .  'ho 
are ad valorem. The t u e r  a n  collectad f r a  

by Law lo. 46 of 1972. different r sks  are applied on cotton produo- 
ti011 depodlng 011 the form of l u ld  amcnhip. 

5.22 Ercise tax on fisheries An ad valorem tax i s  collected from the F'ublic 
Corpomtion  for Fish  Wealth which buys fbc 
f i sh  froa producers a t  fixed price.. 

n- 

5.23 Excirc  tax on soft drinJta Specific tut levied on tha arlcs of a& drizb. Mokm 

5.24 Excise taxes on petroleum specific taxes per g u m  011 tbc srlca of 
products varioun petrolI?um productr. 

Law N o r o f  1961; aklrdsd 
by Law Bo. 28 of 1970. 

Product 
Cotton 
Ccrcels 
Dates 
Tobacco 
Ruitn nnd 

Other 
vegetabler 

Fer 
Cent 

15  
15  
15 

10 UaT 

10 
10 

ut 250 t i l o  
per lb. 

. .  3 prr  cent  

I 

Product 
Benzine 
Kerosene 11 f i l s  
Diesel l e  f i ls  
nazot 61 f i l a  
Lubricating 

o i l s  61 fils 

" 

Brsnd 
RiriiIiU m b,520 

Rate 

Radian YD 2.765 

0 '. 



7. OUwr t u t r  

7.1 8- t u r r  
u lo. 5 of 1-a; Urd.6 
br L.. lo. 8 of 1971. 
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Table 31. P.D.K. of Yemen:  Summary of T a r i f f  
Schedule: Ad Valorem Rates 

Exemptions:  Bulbs,   plaxts  and  other  roots;   cottonseed,  grains,   kernels  and 
f ru i t s   for   seedi .ng ;   c rude   pe t ro leum  and   sha le   o i l   in tended   for  
r e f ine r i e s ;   f e r t i l - i ze r s :   newspr in t ;   p r in ixd  bnoks, 
newspapers,   magazines,   music  sheets,   printed  maps,   technical 
drawings,   postage  and  revenue  stamps;  coins;   materials  from 
i r o n  and s t e e l  used f o r  the   cons t ruc t ion   of   ra i l roads   and   o ther  
means of   t ranspor ta t ion ;   appara tus ,   mater ia l s   and   models   fc r  
teaching;   and   sc ien t i f ic   i t ems   used   for   co l lec t ions   and  
ant iques  for   over   100  years .  

1 per  cent: Metal-bearing  ores. 

2 p e r  cent : Sof t   coa l ,   l i gn i t e ,   coke ,  c o a l  gas,   water gas  and  production 
gas ; carbon ; granules ,   powders ,   cel lulose  ni t   ra tes   and 
c e l l u l o s e   n i t r a t e   s o l u t i c n s ;  lamb wool and o the r   an ima l   ha i r ,  
no t   sor ted   o r   scoured:   ju te ,   no t   spun;  cast  i r o n  and f e r rous  
a l loys ;   copper  ores and a l l o y s  of copper;   mat te   nickel ,  raw 
nickei,   nickel.   waste  and  scrap; raw aluminum,  aluminum waste 
and  scrap; magnesium o r e ,  magnesium waste  and  scrap; unwrought 
lead,   lead waste and  scrap;  unwrought z inc,   z inc  waste   and 
sc rap ;  unwrought t i n ,   t i n  waste and  scrap;  engir,es  used  for 
ag r i cu l tu re   and   f i sh ing .  

3 per  cent: Lamb wool and o ther   an imal   ha i r ,   sor ted   o r   scoured .  

5 per  c w t :  Grains; milk and  cream;  crude  and  reconditioned  rubber;  animal 
food  preparations;   pharmaceutical   preparatioils;   f irewood; 
na tura l   cork ;  materials used i n  the  manufacture of paper;  
numerous items under   the  fol lowing  categories:  live animals 
and the i r   p roducts ,   an imal   and   vege tab le   o i l s ,   minera ls   and  
mineral   products,   chemicals  and  chemical  products,   synthetic 
r e s i n s   a n d   p l a s t i c s ,   g l a s s  and g lass   p roducts ,   o rd inary  metals 
and   products   thereof ,   t ranspor ta t ion  materials, and   prec is ion  
instruments.  

10 per cent :   Sa l ted   f i sh ;   cheese   and   mi lk   d regs ;   f ru i t s ;  tea and 
spices;   umbrellas:   canes ; brushes and  brooms; numerous 
items under   the   fo l lowing   ca tegor ies :   l ive   an imals   and   the i r  
products ,   vegetable   products ,   animal   and  vegetable   oi ls ,   food 
industry  products,  mint+rals  and  mineral  products, chemical:: 
and  chemical  products,   synthetic resins and p l a s t i c s ,   h i d e s  
and  skins ,  wood and wood products,   paper  and  products  thereof,  
t e x t i l e   f i b e r s  and t ex t i l e   p roduc t s ,   g l a s s   and   g l a s s   p roduc t s ,  
ordinary metals and  products   thereof ,   machines   and  e lectr ical  
equipment .   t ranspor ta t ion   mater ia l s ,   and   prec is ion   ins t ruments .  
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Table 31 (continued),  P.D.R. O F  Yemen: Summary of 
Tariff   Schedule:  Ad Valoren Rates 

1 5  per   cent :  

20 per  cent:  

@ 25 per   cen t :  

30 per   cen t :  

40 per   cen t :  

50 per cent:  

S h e l l f i s h   a n d   j e l l y f i s h ;  h i r d s '  eggs;   natural   honey;   coffee;  
p repara t ion   of   f ru i t s   and   vege tab les ;   na tura l   cork   p roducts ;  
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   p roducts ,   t ex t i le   f ibers   and   tex t i le  
products ,   g lass   and  glass   products ,   ordinary  metals   and  prodccts  
thereof ,   machines   and  e lectr ical   equipment ,   t ransportat ion 
materials, and  precis ion  instruments .  

Natural  sponges;  amber;  sago  flour;  meat  extracts;  syrups 
and  molasses;  cocoa  paste;  cereal-based  products;  soup; 
soda  and  mineral water; shaving  cream;  firex.7orks;  matches; 
baske twork   products ;   a r t i f ic ia l   f lowers  and f r u i t f -   h i t a t i o n  
jewelry; numercus items under  the  following  categories:   syn- 
t h e t i c   r e s i n s  and p l a s t i c s ,  hi.des  and s k i n s ,   t e x t i l e   f i b e r s  
and text i le   products ,   g lass   and  glass   products ,   machines   and 
e lectr ical  equipment ,   and  t ransportat ion materials. 

Fresh  f ish;   bird  skins;   crude  and  semiprocessed  ivory;  cocoa 
powder; b e l t s ,  t i res,  tubes  and  wheels;  bovine and  chamois 
-kin;  saddles  and  harnasses;  hand fans;   spoons,   forks   and 
knives  with  handles made of  expensive material;  cabinets  and 
safe ty   boxes ;   e lec t r ica l   appara tus   for   shaving   and   cur t ing   ha i r ;  
e lec t r ica l  water hea t ing   appara tus .  

Fresh  bananas;  preserved  shellfish  and  jellyfish  by-products;  
chocolate;   perfumes,   cosmetics   and  toi . le t te   products ;   leather  
and   lea ther   appare l ;  raw fur   sk ins ;   ra rpent ry   p roducts   used  
f o r  construction;  carpets  and  rugs  from wool o r  h a i r ;   f a b r i c s ,  
garments ,   and  text i les  from wool o r   s o f t   h a i r ;   s t o n e s   f o r  
cons t ruc t ion ;   b r icks  and t i l e s ;  n o n e l e c t r i c  water h e a t e r s   f o r  
home use;  washers  for  household  use; vacuum cleaners;   motor 
vehicles no t   u sed   fo r   pub l i c   t r anspor t a t ion .  

Pigs;  pork meat; d re s sed   fu r   sk ins ;  wood frames;  household 
u t e n s i l s  made of wood; f ine   carpent ry   a r t ic les ;   wal lpaper   and  
windcw t r anspa ren t   pape r ;   s i l k   f i be r ;   s i l k   f ab r i c s   and   ga rmen t s ;  
a r t i c l e s  f o r  i n t e r i o r   d e c o r a t i o n  mad? of metals; a i r  condi t ioning 
u n i t s ;  seats  and  couches. 

Flowers  and  plant  parts  used  for  ornamental   purposes;  imitation 
f u r   s k i n s ;   c i g a r e t t e   p a p e r ;   s i l k   c a r p e t s   a n d   r u g s ;  handmade 
tapestries;   precious  and  semiprecious  stones.  
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Table 31 (concluded). P.D.R. of  Yemen: Summary of 
T a r i f f  Schedule: Ad Valorem Rates 

75 p e r  cent:   Salt ;   manufactured  fur s k i n s ;  human hair ,  wigs, false beards,  
and other  false h a i r ;   a r t i c l e s   u s e d   f o r   d e c o r a t i v e  and  orna- 
mental  purposes. 

120 per  cent:   Cigars.  

160 per cent :   Cigare t tes .  
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Table 32.  P.D.R. of Yemen: Summary of T a r i f f  
Schedule:   Specific Rates 

( In  Yemeni d inars )  

- " 

Item Unit Rate 

Horses  and  mules 
Cows and buffaloes  
Sheep  and goats 
Beer 
Nonalcoholic  grape  juice 
Wine 
Effervescent  wines 
Verr'louth wines 
ApFle and  pear  drinks 
E t h y l  spiri ts  
Other s p i r i t s  
Crude petroleum and s h a l e   o i l   n o t  

Benzine upon importation o r  e x i t  

Kerosene 
Gas o i l  
D i e s e l   o i l  
F u e l   o i l  
Greas ing   o i l s  
Vase l ine   and   paraf f in   o i l  
O i l  gases 
Imported  cigarettes 
But te r  and  cooking  butter 
Raw tobacco 

in tended   for   re f iner ies  

from r e f i n e r i e s  

Qat 

Head 
II 

II 

Gallon 
I 1  

II 

II 

II 

II 

II 

I t  

II 

11 

11 

11 

I t  

II 

II 

Kilogram 

Net pound 
1,000 

I 1  11 

1 1  II 

2.000 
1.000 
0.150 
0.846 
0.846 
0.870 

0.570-2 .OOO 
0.570 
0.570 
0.850 

0.400-8.000 

0.070 

0.094 
0.011 
0.015 
0.015 
0.005 
0.061 
0.061 
0.006 
0.500 
0.010 
0.100 
0.250 



Table 33. P.3.R. of Yemer Consolidated  Balance  Sheet of Iiational Hank of Yenen 

; mil l ions  of  Yemeni dinars)  

Deczmber September 
1969 1970 1971 1972 1973 19'74 1974 1975 

Liabi l i t ies  
Total deposits,   of  which: 

Government depos i t s :  Demand 

Other   deposi ts  : Demand 

Deposits against l e t t e r s  of c r e d i t  

Time 

Time and  savings 

Credi t  from Bank of  Yenen 
Balances  due t o  local banks 
Balances  due to   forei-   banks 
Bills payable   in   fore ign   cur renc ies  
Deposits i n  fore ign   cur renc ies  
Cap i t a l   accou i t s  
Other l i ab i l i t i es  

T o t a l   l i a b i l i t i e s  = assets 

Assets 
Cash 
Balances  with Bank of  Yemen 
Balances with local banks 
Salances v i t h  foreign  banks 
Bills r ece ivab le   i n   fo re ign   cu r renc ie s  
Bil ls  r ece ivab le   i n   l oca l   cu r renc ie s  
Treasury bills  
Credit t o  Government 
Loans  and  advances 
Claims on t h e  Economic O r g a n i z a t i o d  
Investments: Local 

Other as set s 
Foreign 

13.82 
(0.08) 
(1 071) 
(5 .W)  
(6.45) 

(--) 
" 

1.58 
0.88 
" 

" 

0.40 
7.21 

23.89 - 
0.47 
0.80 
1 .G3 
5.20 
" 

" 

" 

" 

9.08 

0.40 
0.10 
6.22 

" 

13 -97 
(0 .04)  
(0.24) 
(4.57) 
(8 . l o )  
(1.07) 
1 .O? 

0.50 
" 

" 

" 

0.35 
4.47 

- 20.31 

0.36 
0.56 

1.71 
" 

" 

" 

" 

" 

9.92 

0.25 

7.52 

" 

" 

15-70 
(0.45) 
(1.22; 
( 5 . 8 5 )  
(6 .96 )  
(1.22) 
" 

0.36 
1.47 

3.37 
1.6,) 

" 

" 

22.49 

0.53 
0.h7 

3.37 
1.42 
1.07 

0.30 
9.55 

0.05 

" 

" 

3.473 

" 

2.26 

16.53 
(0.b7) 
(1.16) 
(6.03) 
(7.39) 
(0 .?8 )  
" 

0.61 
" 

1.49 

3.48 
1.49 

23.61 

" 

- 
0.58 
3.05 
" 

2.33 
0.82 
1.36 
2.00 
0.12 
7.86 
3.31 
0.05 
0.01 
2.12 

20.29 
(2.34) 
(1.31) 
( 7  a731 
(7.46) 
( l . L S )  
" 

" 

0.69 
2 .Le, 
0.52 
3 .G 
2.22 

- 25) .85 

0.33 
€. 37 
" 

2.28 
0.59 
1.93 
2.00 
0.19 
8.33 
3.36 
0.05 
0.01 
4.16 

23.67 
(2.54) 
(1.80) 

!10,29) 
!7 .95)  
(1.09) 
" 

1 . k 4  
3.77 
0.82 
'4.59 
2.74 

37 03 

" 

1.14 
2.99 

1.12 
0.77 
2.83 

0.20 
16 . i o  

3.36 

0.06 
8.46 

" 

" 

" 

24.14 

(1 .69)  

(7.41) 
(1.44 1 

(2.015) 

(11.54 

" 

" 

0.97 
3.03 
0 .& 
3 .B5 
3.15 

36.02 - 
1.12 
3.30 

2.44 
1 . 0 2  
2.34 
2.00 
0.29 

" 

16.52 
3.36 
0.05 
0.06 
3.52 

S a u c e :  Bank of Yemen. 
I/ Claims on na t iona l i zed  banks. 3 maims on Economic Organization were included in a e r  assets before 1971 0 * 
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Table 34 .  P.D.3. of Yemen: Balance  Sheet of Bank of Yemen 

( I n   m i l l t o n s  of  Yemeni d i n a r s )  

December 
1969 1970 1971 1972  1973 1974 

Liabilities 
Currency i n   c i r c u l a t i o n  

Notes 
Coins 

Balances  due t o  banks 
Foreign l iabi l i t ies  
Allocat ion of SDHs 
Capi ta l  
fie serve s 
Other l i ab i l i t i es  

Total l i a b i l i t i e s  = assets 

Assets 
External  assets 

Gold 
Foreign  exchange 
IMF gold t ranche 
Holdings of SDRs 

Claims on ?lational Bank 
Claims on Government ( n e t ) ,  of  which: 

r a v e r m e n t   s e c u r i t i e s  
Treasury b i l l s  
Other   c red i t  
Depos i t s   wi th   the  Treasury 

Other asseks 

21 $72 

(0.34)  
(21.38) 

0.80 
" 

" 

0.25 
0.35 
1.31 

24.43 - 
23.34 
(0.25)  

(22 .25)  
(0.84) 

("1 
" 

0 099 
(0 .77 )  

("1 
("1 

(0 .22)  
0.10 

24 .81 

(0.36) 
0.56 

1 . 5 4  
0.25 
0.35 
0.91 

(24.45)  

" 

Source: Bank of Yemen. 



Table 35 P .D .H. of Yemen: Xonetary Survey 

( I n  millions of Yemeni d i n a r s )  

Foreign a s s e t s  ( m t  ) 
Banking  system 

Bank of Yemen 
Commercial banks 

Government 

Xaims on Government ( n e t )  
Claims 
Deposits 
Counterpart of government 

Claims on nongovernment s e c t o r  
fore ign  exchanee 

‘l’otal assets = liabilities 

Xoney 
Currency outside banks 
Pri.rate irenand deposits 

Quasi-money 
Allocation of SDHs 
Gther items (net ) 

27.76 26.01 
27.76 25.92 

-0.80 2 -35 
0.99 2.72 
- - 

-1.79 -0.28 

” -0.09 
0.46 10.17 

(25.71) (26.24) 
(1.06) (-0.81) 
0.06 0.03 

24.61 19.kO 
23.17 

-4.34 -3.75 

-0.02 -0.02 
~ 5 . 3 3  18.91 

13.55 

(14.06) 

0.01 

13.55 

(-0.51) 

30.82 

A .74 I 

-0.01 
19.72 I 

w 
OI 

Source: Bank of Yemen. 
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a 

A .  Coods, ::rt-vlecs and pr lva t c  
Tran::t'crs:: -6 .u 

Cxports, f . o , b .  .?! &,7;T, 

hmectir exports T;, ii 
Ilc-wportr, 1g.;. 

Imparts, c . i . f .  2/ -104 ,;- 
Pet ~oleum -T,.o 
Other -q5,2 

Services  an^ trnccf'ero 'tl .c 
Shipping,  rviat.icr1 af.2 

insurance 11 .o 
Investment income 3.4 
Other  nervicec 5, 'j 
Covernmcnt  n , 1  .e. :? .tj 
Transfcrr ( n e t )  4t{.H 

- 

O f  which: c;overnmant trmsf. (1.0) 
I ' r ivate   t ransfers   (47.8)  

B. Miscellaneous  capital  and ne t  
e r ro r s  and m i s s i o n s  2.7 

Central  Government investment 
Local  governaent  assets .. . 
Pr iva te   long- tcnn   cap i ta l  ... 
Pr iva te   shor t - te rm  capi ta l  
Net e r r o r s  and omissions  2.3 

- 
" 

... 
C .  Grants and loans received by 

Government - 3.4 
O f f i c i a l  grants received 1.0 
Drawings on loans.  received 4. 3 
Repayment of loans -1.9 

D. Total (A through C )  0.7 
Trade  balance -763 
Other  goods  and  services  22.8 
Private t r a n s f e r s  47.8 
Cavernnent t r a n s f e r s  1.0 
Capi tnl   of  nonmonetmy sec to r  

( inc luding   ne t   e r rors  and 
d s s i o n s )  5.7 

E. Allocat ion of SDRe 

F. To ta l  ( D  + E) 

G. Monetary movements (ne t )  
( i nc rease   i n   a s se t s  -) -3.8 
Deposit money banks ;4.1 
Monetary gold 
SDRs -3.1 
Reserve  posi t ion  in  the Fund 
Foreign exchange re6erves of t h e  

monetary au tho r i ty  3.2 
Government f o r e i g n   a s s e t s  0.2 

" 

" 

1 b . H  9.1 7.7  H . 5  

-li9.5 -100,L -120.3 -116.6  

20.4 39.3 1 35.9 45.9 
" -0.2 ) 

-87.7 -1m -133.5 -1m 
17.0 22.2 20.4 ) 60.0 

-3 .3 -24.8 -= -31.0 

27.6 33.6 37.1 ) 
0.5 0.7 " 

39.3 56.5 56 .3  66.0 

Source  : Bank of Yemen and staff estirmrtes. 
r/ Treat ing B.P. Refinery as a nonresident. 
2f Conversions  into SDRs have  been W e  at a r a t e   o f  YD 1 = SDR 2.40 fo? t h e  

period 1971-73, YD 1 = SDR 2.3647 for  1974 and YD 1 = SDR 2.4731 for 1975 and 19%. 
3/ Adjusted f o r  coverage as   indicated !.n technical notes i n  Appendix Table  39. 

Note: h u l s  mry not ~ d d  up to totals d u ~  t o  rounding. 
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Country 

Arab countries 
of which: Oman 

Saudi Arabia 0.0 
United Arab 

Fblrstea 0 .? 
ERYPt 0.0 
Yanen Arhb Rep. 8.4 
S d i 8  3.2 

Socialist countries 1.6 
of which: People's Rev. 

of C h i n a  1.4 

Inaustriil countries 5.3 
of which: United States 0.4 

United Kingdom 0.1 
Gerauny , Fed. 
Reg. of 0.5 

Italy 2.0 
Canda 0.1 
J a w  1.6 

I_ 

Ofher developed countries 0.2 

Agist1 countries  3.8 
of w h i c h :  Sri zankr 7 3 3  

India 1.6 
TbriLand 0.1 
Singapore 0 - 3  

Africa c o u n t r i e s  2.2 
of which: Territory of 

Afars and Issss 1 . 5  
Nigeria 0.0 

Other developing countries 0.0 

- 

- 

Tot& ?5.2 

0.1 

0.8 
0.2 

33.3 
12.7 

L_ 6.3 
5.6 

21.0 
1.6 
0.4 

2 .O 
7.9 
0.4 
6.3 

- 0.8 

- 1 5 . 1  

6.3 
0.4 
1.3 

8.7 

6.0 
0.0 

0.0 

100.0 

7.1 

- 

- 
- 

0.0 

0.1 
0 .o 
1.4  
2.1 

2.7 - 
2.7 

6.2 
-mi 
0.9 

0.4 
1.3 
0.1 
2.8 

0.0 

4.0 
1.3 
1.5 

1.2 

1.0 

0.7 

- 
- 
" 

- 
" 

- 0 .o 

17.9 

0.2 0.1 

0.7 0.2 
0.0 0.0 
t3.1 0.5 
ll.7 2.0 

14.8 3.3 

14.8 3.2 

" 

34.8 7.5 
2.1 1.0 
4.8 1.4 

" 

2.5 0.7 
7.2 0.4 
0.3 0.0 
15.6 3.0 

- " 0.2 0.0 

" 22.6 1 . 5  

8.1 0.0 

6.8 0.6 

7.2 0.5 

" " 

5.6 0.7 

3.8 0.4 
" 0.0 

" 

" 
0.1 0.3 

- 100.0 16.5 

" 
19.5 
0.0 
0.6 

0.9 
0.1 
1.3 
12.0 

19.7 

19.1 

45.7 
T - 4  

8.7 

4.0 
2.7 
0.1 
18.3 

0.1 

8.9 
2.7 
0.2 

- 

- 
_c 

" 

3.8 

4.3 

2.6 
0.0 

1.7 

100.0 

- 

- 
- 

" - 0.5 5.2 

0.0 0.0 

"" " 

4 - Q  45.4 
0.2 2.0 
0.3 1.'[ 

" " 
" 

sourco: P.D.R.  of Ycmen: Central. Sta3istical Office. 
1/ Unad,justed d u e ;  ace Appendix Table 

Conversions to  SDRs have been nude at the rate of M 1 = SDR 2.40 for 

2/ 0.0 represents values of less than SIB 0.1 million and less khan 0.1 per 
1971.73 and YD 1 o SDR 2.3647 tor 1.974. 

cent of total w r t e .  

Note: Detai l s  may no t  add   up  to t o t a l s  due  t o  r o u n d i n g .  
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Country 
"." . "". ". . ~. . 

Arab countri e:: 
of' which: l roq 

Kuwait 
!)8t a r 
Uri i ted  Arab 
khirates 

-+:.yp t 
Ynrncn krab Rep. 
> O m a l i  P. 

_. . 

I n d u s t r i a l  countries 
of which:  United States 

tJnited Kingdom 
Denmark 
France 
Cemny, Ped. 

Rep. of 
I t a l y  
Netherlands 
Japan 

Other developed  countries .lz 3.4 -1.J 9 0.7 0.4 0.j o.% 
of which: Australia 2.5 ?.7 1 . 5  2.0 0.2 0.2 0.2 0.1 

Asian vollnt r i c s  
of which: S r i  1,anka 

Hong  Kong 
India  
I r a n  
Pakistan 
!l!tiailand 
Singapore 

African  count r i  1's 6.1 6.5 5.9 7.H 6.0 7.5  9.6 '7.8 
of which: Ethiopia 1.5 1.6 ;1.6 3.5 1.1 3.0 2.4 

Kenya 3.3 3.s 2.5 3.:<  4.4 5.5 4.8 3.9 

Other countries 0.h 0.6 0.2 0.5 1 . 3  1.6 0.4 0.3 

94.0 100.0 75..j 10.0 80.7 100.0 123.2 100.0 

- " - - 

""""" 

Total -~ "" ."" 

Source: P.D.R. of Yemen: Central S t a t i s t i c a l  Office. 

I/ The data i n  t h i s  t a b l e  are n o t  the same i n  thost. i n  Table 21. The pr inc ipa l  

2 1  Conversions t o  SJIRs have  been made a t  a rate of YD 1 = SUR 2.40 f o r  1971-73 

3_/ 0.0 represents  values ( 1  I l e s s  than SDK 0.1 mill i o n  and less titan 0.1 per  cer?t 

diTference is that  the  former exclude  petroleum  imports. 

an; YD 1 = SDR 2.3647 fo r  1974. 

of t o t a l   e x p o r t s .  
Note: Deta i l s  may not add up t o   t o t a l s  d u  t o  rounding. 
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Table 39. I'.D.Ii. 0:' Yemen: Technical Notes crl t l lc  
Adjustments of' Customs FiGureL; for Exports and Import:: 

(In  n~i'Ll.ions 01' 3Rs)- 1/ 

Note 1. Adjustment  of  export   f igures  for the  
Balance  of Payments t ab le  

1. Exports (customs f i g u r e s )  
2. Re-exports  (unadjusted  customs  figures ) 

Adj ustments 
( a )  Unrecorded re-exports o t h e  Y.A.R.- 
ib )  Data r e c h s s i f i c a t i o n -  

3. Adjusted  re-exports  (Re-exports + 2a + 2b) 
4.  Tota l   expsr t s   ad jus ted   for   ba lance  02 

2/  
34 

payments t a b l e  (1 + 3)  

Note 2. Adjustments for   Imports  

1. Imports ( customs f igu res  ) 
2. Unrecorded  government  imports- 
3. Local  insurance on imports 
4. Free zone imports 
5. Total   imports   adjusted  for   balance of  

payments t a b l e  (1 + 2 - 3  + 4) 

b /  

8.4 
16.8 

2 . 4 
" 

19.2 

27.6 

98.2 
5.0 
1.1 
" 

104.2 

10.9 
-( . 0 

" 

7.8 

14.8 

25.7 

80 ,  I+ 
8.9 
1.2 
5.5  

96.0 

9.1  7.7 

20.6 1.5.6 

86.14 145.9 
16.2 " 

1 . 4  " 

4.3 7.5 

Source: Bank of Yemen. 
1/ Cr7nwrsion t o  SDRs have  been made a t  a ra te  of  YD 1 = SDR 2.40 f o r  t h e  

2/ As estimated by the   Cen t ra l  Stat is t ical  Off ice .  
3/ S t a r t i n g   i n  1972, t h e  General Trade System was replaced by the   Spec ia l  Trade 

pe'Fiod  1971-73 and YD 1 = SDR 2.3647 f o r  1974. 

Syytem for   compil ing  t rade data; t h e  d i f fe rence  i s  that   the   former  a t tempted t o  
estimate the   va lue  o f  items cross ing   the   na t iona l   boundar ies   whi le  t h e  l a t t e r  i s  
based on customs r e tu rns .  The adJustment i s  est imated a t  approximately 5 per   cen t  
of ';.he customs f i g u r e  on exports  and  re-exports. 

p rz j ec t s .  
4/  Feflects bulk of impor+,s under bilateral agreements  for  development 
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