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X .  I n t r o d u c t l o n  

T h e   1 9 8 1   A r t l c l e  IV c o n s u l t a t l o n   d l s c u s s l o n s   w l t h   t h e  Yemen Arab 
R e p u b l l c  ( Y . A . R . )  w e r e   h e l d   I n   S a n a ' a  durlng t h e   p e r r o d   J u n e   6 - 1 0 ,  
1981.  1/ The Y.A.R. r e p r e s e n t a t l v e s   w e r e   l e d  by t he   Depu ty   P r ime  
M l n l s t e r   f o r   F l n a n c l a l   a n d   E c o n o m l c   A f f a l r s ,   a n d   I n c l u d e d   t h e   M l n l s t e r s  
of F inance ,   Deve lopmen t ,  Economy a n d   I n d u s t r y ,   A g r r c u l t u r e ,  Electricity 
and  Water ,  t h e  Governor  of t h e   C e n t r a l  Bank, a n d   o t h e r   s e n l o r   o f f l c l a l s .  
The s t a f f   m l s s l o n  comprised Messrs. A.K. E l  S e l e h d a r   ( H e a d ) ,  G.T.  Abed, 
M. Hosny, S .  I s h l l ,  B . K .  Short ( a l l  of  MED),  and Mrs. A.L. Y a t e s  
( S e c r e t a r y  - MED). The  d l s c u s s l o n s  were a t t e n d e d   b y   t h e  s 1 x  experts 
a s s l g n e d  t o  t h e  Y . A . R .  u n d e r   t h e   t e c h n l c a l   a s s l s t a n c e   p r o g r a m s  of the 
F l s c a l   A f f a l r s   a n d   t h e   C e n t r a l   B a n k l n g   D e p a r t m e n t s .  The mission also 
met w l t h  the V l c e   P r e s l d e n t  of the R e p u b l l c   a n d   w l t h   t h e   P r l m e  Mmlster. 

11. Background 

S l n c e  the e a r l y  1970s, t h e  Y . A  R .  economy has u n d e r g o n e   s u b s t a n t l a l  
s t r u c t u r a l   c h z n g e s ,   r e f l e c t e d  ln a r a p i d  r1se In i n c o m e s   f r o m   r e l a t l v e l y  
low l e v e l s ,  t h e   c o n s t r u c t l o n  of b a s l c   l n f r a s t r u c t u r a l   f a c l l l t l e s ,   t h e  
e s t a b l l s h m e n t   o f   s o c i a l   a n d  economlc I n s t l t u t l o n s ,   a n d   t h e   d l v e r s l f l -  
c a t l o n  of e c o n o r n l c   a c t l v l t y   f r o m  a n a r r o w   a g r l c u l t u r a l  b a s - .  Dur lng  
t h l s   p e r l o d ,   t h e  Y .A .R .  ' s  d o m e s t l c   r e s o u r c e s  were augmented by s l z a b l e  
I n f l o w s  of workers' r e r n l t t a n c e s   a n d   b y   s u s t a i n e d   e x t e r n a l   a s s l s t a n c e  
f r o m   b l l a t e r a l   a n d   m u l t i l a t e r a l   s o u r c e s .  The  a v a l l a b l l l t y  of t h e s e  
a d d l t l o n a l   r e s o u r c e s  made p o s s i b l e   r e l a t l v e l y   h l g h  rates of   g rowth   o f  
c o n s u m p t l o n   a n d   I n v e s t m e n t   w h l l e ,   a t   t h e   s a m e  tlme, a l l o w i n g   f o r  a 
s t e a d y   a c c u m u l a t l o n  of c o n s l d e r a b l e   n a t l o n a l   s a v l n g s   i n   t h e  form of 
e x t e r n a l   r e s e r v e s .  

1/  The Y.A.R.  c o n t l n u e s   t o  avall I t s e l f  of the  t r a n s l t l o n a l   a r r a n g e -  
me<ts of Article X I V .  
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Real growth 1n the  f o u r   y e a r s   e n d e d  In 1 9 7 9 / 8 0   ( t h e   f l r a t   f o u r   y e a r s  
o f  t h e   F l r s t   U e v e l o p m e n t  Plan) 1/ a v e r a g e d  6 . 3  p e r   c e n t  per annum, w l t h  
h l g h e r   g r o w t h   r a t e s   r e c o r d e d   l n t h e  ea r l i e r  p a r t  of t h i s   p e r r o d .   A l t h o u g h  
t h e   g r o w t h   o f   t h e   d o m l n a n t   a g r l c u l t u r a l   s e c t o r  was s l u g g l s h ,   p r l m a r l l y  
because  of t h e  loss  of f a r m   l a b o r   b u t  a l s o  b e c a u s e  of u n f a v o r a b l e   w e a t h e r  
c o n d l t l o n s ,   t h e   c o n s t r u c t l o n ,   i n d u s t r y ,   a n d   s e r v i c e s   s e c t o r s   r e m a i n e d  
b u o y a n t   t h r o u g h o u t   m o s t   o f   t h e   p e r l o d .  Gross f l x e d   I n v e s t m e n t  rose 
s t e a d l l y   f r o m  1 7  p e r   c e n t  of r e a l  GDP I n   1 9 7 5 / 7 6  t o  44 per c e n t  In 1978 /79  
b e f o r e   d e c l l n l n g   m a r g l n a l l y  ~n t h e   f o l l o w l n g  year.  Consumption expendr-  
tu res  a l s o  rose s t e a d l l y  and t o t a l   s p e n d l n g   e x c e e d e d  GDP b y  a w l d e  margin. 
B e g i n n l n g   I n   1 9 7 8 / 7 9 ,   t h e   p a c e  of e c o n o m l c   a c t l v l t y   a p p e a r s  t o  have 
s u b s l d e d  as remittance inflows s t a b l l l z e d ,   c o n t r l b u t l n g  t o  a slowdown i n  
t h e  most l m m e d l a t e l y   a f f e c t e d  sectors  of p r l v a t e   c o n s t r u c t l o n ,   t r a d e ,   a n d  
o t h e r  s e r v l c e s .  

Governmen t   f l nances   showed   cons lde rab le   s t r eng th   t h roughou t   t he  early  
and  ritld-1970s a s  governmen t   r evenues  rose r a p l d l y   w h l l e   l n s t l t u t l o n a l   a n d  
s u p p l y   b o t t l e n e c k s ,   e s p e c l a l l y   I n  Lhe ea r ly  p e r l o d ,  h e l p e d  r e s t r a l n   t h e  
growth   of   government   spendlng .   However ,   beglnnrng  I n  1 9 7 8 / 7 9   t h e   g r o w t h  
of b u d g e t a r y   r e v e n u e s   s l o w e d  whl le  e x p e n d l t u r e s   c o n t i n u e d   t o  r i s e  s t r o n g l y .  
The slowdown In t h e   g r o w t h  of r e v e n u e s   r e f l e c t e d   m a l n l y  a l e v e l l n g  o f f  of 
Import  d u t l e s  (wh lch   accoun t  for t h e  b u l k  of b u d g e t  receipts) as  Impor t  
g r o w t h   d e c e l e r a t e d   a n d   t h e  share of u n r e c o r d e d   o v e r l a n d  Imports  I n c r e a s e d .  
A s  a r e s u l t ,  t h e   o v e r a l l   b u d g e t   d e f l c l t   w i d e n e d   s h a r p l y  from an  a n n u a l  
a v e r a g e  of  JUS^ o v e r  Y R l s  0 3 b l l l l o n   I n   t h e   t h r e e  years  ended In 1977/78  
t o   a b o u t  Y R l s  2 . 3  b l l l l o n  I n  e a c h  of t h e   f o l l o w l n g  two y e a r s   e q u i v a l e n t  
t o  19  p e r   c e n t  of GDP I n   t h e  l a t t er  y e a r .   M o r e o v e r ,  as n o n d e f e n s e - r e l a t e d  
e x t e r n a l   a s s l s t a n c e   d l d   n o t   I n c r e a s e  much d u r i n g   t h e   p e r l o d ,  t he  government  
n e t   c a s h   p o s l t l o n   w l t h   t h e  banklng s y s t e m  swung  from a s u r p l u s  t o  a d e f l c l t  
f o r   t h e   f i r s t  t l m e  In 1978/79.   The bank f i n a n c e d   d e f r c l t   w l d e n e d  t o  15 p e r  
c e n t  of GDP I n   1 9 7 9 / 8 0 .  

Monetary   deve lopments  I n  r e c e n t   y e a r s   h a v e   m i r r o r e d   t h e   e f f e c t s   o f  
t h e   s h l f t   I n   t h e   r e l a t i v e   c o n t r i b u t i o n s  of t h e   e x t e r n a l   s e c t o r   a n d   t h e  
Government t o   t h e   g r o w t h  of d o m e s t l c   l l q u l d l t y .   U n t i l   1 9 7 7 / 7 8  t h e  p r l m a r y  
l m p e t u s  t o  l l q u l d l t y   e x p a n s i o n  was t h e   r a p i d   I n c r e a s e  o f  net  f o r e i g n   a s s e t s  
w h l l e   t h e   G o v e r n m e n t   s t e a d i l y   I m p r o v e d  ~ t s  c a s h   p o s 1 t l o L ~   w l t h   t h e   b a n k l n g  
system B e g l n n l n g   i n   1 9 7 8 / 7 9 ,   t h e   I m p a c t  of e x t e r n a l   s e c r o r   o p e t a t l q n s  
c e a s e d  t o  be h l g h l y   e x p a n s l o n a r y   a n d   I n   1 9 7 9 1 8 0  I t  t u r n e d   c o n r r a c t ~ o n a r y  
f u r  t h e   f l r s t  time i n  many y e a r s  A t  t h e  same t i m e ,  government   bor rowrng 
from t h e  b a n k l n g  s y s t e m ,  whlch was m o d e r a t e  I n  1 9 7 8 / 7 9 ,   h a s   b e c o m e   h l g h l y  
e x p a n s l o n a r y   s i n c e   1 9 7 9 / 8 0 .   P r l v a t e   s e c t o r   c r e d l t ,   w h l c h  grew s f r o n g l y  
~n t h e  rnld-l970s,  h a s  slowed c o n s l d e r a b l y  since 1976/77   and  has f l u c t u a t e d  
a round a m o d e r a t e l y   d e c l l n l n g   t r e n d   s l n c e   t h e n .  The c o u n t e r v a l l l n g   e f f e c t s  
on money growth  of t h e   e x t e r n a l   a n d   g o v e r n m e n t   s e c t o r ' s ,   c o u p l e d   w l t h   t h e  
r e s t r a l n e d   I m p a c t  of p r l v a t e   s e c t o r   o p e r a t l o n s  I n  r e c e n t   y e a r s ,   h e l p e d  
r e d u c e   t h e   o v e r a l l   g r o w t h  of money supply  f rom an  a v e r a g e  of a b o u t  7 5  p e r  
c e n t   p e r   y e a r   i n   t h e  three years e n d e d   I n   1 9 7 7 / 7 8   t o  an a n n u a l   a v e r a g e  of 

1 /  F i s c a l   y e a r s   e n d e d   J u n e  30; t h e   F l t s t  P l a n  was s c h e d u l e d  t o  e n d   o n  - 
J u n e  3 0 ,  1981 b u t  has been e x t e n d e d  t o  the end of 1981. 
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abou t  15 per c e n t   I n   t h e   s u b s e q u e n t   t w o   a n d   o n e - h a l f  years.  The impact 
on domes t i c   p r l ce   movemen t s  o f  even t h e   r e l a t l v e l y   h l g h  r a t e s  of  growth  
o f   l l q u l d l t y  In t h e  mld-1970s was moderaLe  due t o  r a p l d  m o n e t r z a t i o n  of 
t h e  economy and the c o n c o m l t a n t  r i s e  i n  cash balances h e l d  by t h e   p u b l l c ,  
t h e   d o m e s t l c   I n f l a t i o n  r a t e  s t e a d l l y   d e c l l n e d  tc, 11 p e r  cen t  ~n 1979 /80 .  
I n  vlew of  the slowdown ~n econornlc a c t l v l t y  and t h e  easlng of  labor 
m a r k e t   p r e s s u r e s   I n  t h e  more r e c e n t   p e r l o d ,   t h e   I n f l a t i o n  r a t e  a p p e a r s  t o  
h a v e   d e c l l n e d   e v e n   f u r t h e r  s lnce  t h e n .  

T h r o u g h o u t   t h e  mld-l970s, t h e   r a p i d   g r o w t h   o f   I n w a r d   r e r n l t t a n c r s   a n d  
t h e  s t e a d y  i n c r e a s e s  In e x t e r n a l  a l d  r e c e l p t s   u n d e r l l n e d  a strengthening 
b a l a n c e   o f   p a y m e n t s   p o s i t i o n   I n   t h e  Y . A . R .  I n  the  t h r e e   y e a r s   e n d e d   i n  
1 9 7 7 / 7 8  the a n n u a l   c u r r e n t  account s ~ l r p l u s   a v e r a g e d   o v e r  USS250 mllllon 
( a b o u t  1 7  per c e n t  of GDP) a n d   t h e   o v e r a l l   b a l a n c e  over USS360 rnl l l lon 
( a b o u t  25 per c e n t  of G D P ) .  However,  as r e m l t t a n c e   I n f l o w s  s t a b l l l z e d  
and o f f l c l a l   a i d   r e c e l k t s   g r e w   o n l y  marginally, d e f l c l t s  were r e c o r d e d  
on t h e   c u r r e n t   a ( - c o u n t   b e g l n n l n g   I n  1978/79 and on t h e  overa l l  p o s i t i o n  
b e g l n n l n g  in 1979/80 .   The   s lowdown  In   the   g rowth  of r e m l t t a n c e s   r e f l e c t e d  
t h e   d e c l l n e  i n  e m i g r a t i o n   o f  Yemen1 w o r k e r s   t o   t h e   n e l g h b o r l n g   c o u n t r l e s  
1~ p a r t  be )use of n a r r o w e d   w a g e   d l f f e r e n t l a l s .   l m p o r t s  on t h e   o t h e r   h a n d  
c o n t l n u e d  L O  g r o w   s t r o n g l y   I n   l l g h t  of  t h e  expanding demand f o r   b o t h  
development and  consumpt lon   goods   and  services. T h e   w e a k e n l n g   t r e n d  In 
the ba lance   o f   paymen t s  has c o n t l n u e d   s l n c e   t h e n   a n d   t h e  o v e r a l l  b a l a n c e  
of payments a e f l c l t  wldened i n  t h e   s e c o n d   h a l f  of 1980  and  In  t h e   f l r s t  
quarter  of  1981 By t h e   e n d   o f   1 9 8 0 ,   r e s e r v e s   h a d   f a l l e n  t o  USS1.3 
bllllon, e q u l v a l e n t  to a b o u t   n i n e   m o n t h s  of  I m p o r t s ,   a n d   c o n t l n u e d  t o  
d e c l l n e  t h r o u g h   t h e   e a r l y   m o n t h s  of 1981  The Y.A.R.'s p u b l l c   e x t e r n a l  
d e b t  remalns r e l a t i v e l y   s m a l l  and d e b t   s e x v l c e   p a y m e n t s   r e p r e s e n t  less  
t h a n  2 per cent o f  c u r r e n t   e x t e r n a l   r e c e l p t s .  

The k A R c o n t i n u e s  t o  follow l l b e r a l  t r a d e   p o l l c l e s  and does n o t  
m a l n t a r n   a n y   r e s t r l c t l o n s   o n   t h e   m a k i n g  of p a y m e n t s   a n d   t r a n s f e r s   f o r   c u r -  
rent or  capltal I n t e r n a t l o n a l   t r a n s a c t i o n s .   S i n c e   F e b r u a r y   1 9 7 3   t h e  Yemen 
r l a l  h a s  Seen pegged to t h e  U .S .  d o l l a r  a t   t h e  r a t e  of USS1 = YRls 4.50. 
I n  t h e  y e a r  ended  J u n e  3 0 ,  1981,  t h e   I m p o r t - w e l g h t e d   e x c h a n g e  r a t e  f o r  
t h e  r l a l  a p p r e c l a t e d  by 8.7 p e r   c e n t .  

111. Report o n   t h e   D l s c u s s i o n s  

T h e  d l s c u s s l o n s   f o c u s e d  on t h e   c a u s e s  of t h e   r e c e n t   d e t e r i o r a t i o n   i n  
t h e  flscal a n d   e x t e r n a l   p a y m e n t s  positions and on t h e  measures t h a t   w o u l d  
be n e e d e d   t o   e n s u r e   t h a t  t h e  momentum of t h e  d e v e l o p m e n t   e f f o r t   w o u l d  be 
m a l n t a l n e d  I n  a framework of f l n a n c l a l   s t a b l l l t y .  

1. D e v e l o p m e n t   p o l l c l e s  

The focus  o f   t h e  Flrst  Five -Year   Deve lopmen t   P l an  (1976/77-1980/81) 
was on t h e   d e v e l o p m e n t  of  t h e   p h y s i c a l   a n d  economlc I n f r a s t r u c t u r e   a n d   o n  
the e s t a b l l s h m e n t  o f  l n s t l t u t l o n s  t o  p r o v l d e   e s s e n t l a l  goods and s e r v x e s .  
Nearly o n e   t h l r d  of t o t a l  I n v e s t m e n t   a l l o c a t i o n s  was d irec ted  t o   t h e  
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d l s t r l b u t l o n  sectors a n d   a b o u t   o n e   q u a r t e r  to the deve lopmen t  of housLng, 
h e a l t h ,   a n d   e d u c a t l o n a l  servrces. The commodity p r a d u c l n g  sectors  
r e c c l v e d   J u s t  over o n e   t h i r d  of t h e  t o t a l .  De:alled data  o n   a c t u a l  P l a n  
lmplemen’at lon are availahle o n l y  for t h e  f lrs t  four y e a r s   o f   t h e  Plan 
and t h e s e   I n d i c a t e  t h a t  t h e  o v e r a l l  l m p l e m e n t a t l o n   r a t l o ,   w h l c h  was c lose  
t o  100 p e r   c e n t  I n  t h e  f i r s t  two y e a r s ,   d e c l i n e d  ~n subsequent y e a r s  but  
t h a t   h l g h   l m p l e m e n t a t l o n  r a t e s  were a c h l e v e d  ln s u c h  key s e c t o r s   a s  con- 
s t r u c t l o n ,   h o u s l n g ,   a n d   h e a l t h   s e r v r c e s .   T h e   o v e r a l l  growth r a t e  f o r  t h e  
f o u r - y e a r   p e r i o d   e n d e d  i n  1979/80 f e l l   s h o r t  of t h e  8 . 0  p e r  c e n t  t a r g e t .  
The a u t h o r i t i e s   s t a t e d  t h a t  the d e c l l n e  i n  t h e  Implementation rates 
r e f l e c t e d   d e l a y s  caused p r l m a r z l y  by bhortages of managerla1 and s k l l l e d  
manpower  and by s u p p l y  b o t t l e n e c k s   w h i c h   a f f e c t e d  t h e  d l s t r r b u t l o n  of 
d e v e l o p m e n t   i n p u t s .  Studles were already under way i n  preparatron for 
t h e   S e c o n d   P l a n ,   w h i c h  1s t o   b e g l n  I n  1982,  and these s t u d i e s   h a v e  
a l r e a d y  benefited from t h e   e x p e r l e n c e  of t h e   F l r s t  P lan .  T h e   a u t h o r i -  
t i e s  I n d i c a t e d   t h a t   a l t h o u g h   e m p h a s l s   w o u l d   c o n t r n u e  t o  b e   p l a r e d  on t h c  
f u r t h e r   d e v e l o p m e n t  of ~ n f r a s t r u c t u r a l   f a c l l l t l e s ,   g r e a t e r   a t t e n t i o n  was 
being g l v e n  t o  the a c c e l e r a t e d   d e v e l o p m e n t  of  human r e sources ,  t h e  
a g r l c u l t u r a l  and industrial sectors ,  and the c o u n t r y ’ s  rnlneral r e s o u r c e s .  

The s t r u c t u r a l   c h a n g e s   t h a t   h a v e   c h a r a c t e r l z e d   r e c e n t   e c o n o m i c  
d e v e l o p m e n t s   I n   t h e  Y.A R .  have b e e n   r e f l e c t e d  In r e l a t i v e l y  hlgh  r a t e s  
of g r o w t h   I n  t h e  n o n t r a d l t l o n a l  sec tors  of  m l n l n g ,   m a n u f a c t u r l n g ,   e l e c -  
t r l c l t y   a n d  wa te r ,  c ~ n s t r u c t l o n ,   a n d   f i n a n c i a l   s e r v i c e s .   A l t h o u g h   t h e  
growth  of a g r l c u l t u r a l   o u t p u t   w a s   n e g a t ~ v e   I n  t h e  f l r s t  t w o   y e a r s   o f   t h e  
P l a n   p e r l o d ,   i n c r e a s e d   I n v e s t n e n t s   a n d   i m p r o v e d   p r o d u c t i o n  and d l s t r l b u -  
t l o n   m e t h o d s  as well as more f a v o r a b l e   w e a t h e r   c o n d i t i o n s  h e l p e d  restore  
growth I n  a g r l c u l t u r a l   o u t p u t   I n  the s u b s e q u e n t   p e r l o d .   T h e   a u t h o r l t l e s  
l n d l c a t e d  thaL p r o s p e c t s  for h l g h e r   g r o w t h   r a t e s  In a g r i c u l t u r e  were good 
as t h e  Impact  of i m p r o v e d   I n f r a s t r u c t u r e ,   e s p e c l a l l y   f o r   t h e   c o n t r o l   a n d  
u s e  of  w a t e r   r e s o u r c e s ,   b e t t e r  terms of t r a d e   f o r   a g r l c u l t u r a l   p r o d u c t s ,  
a n d   t h e   e a s i n g  o f  l a b o r   c o n s t r a l n t s   b e g i n  t o  t a k e   e f f e c t .   T h e y   a d d e d  
t h a t   o t h e r   t h a n   p r o v l d l n g  farmers w l t h  l o w  c o s t  c r e d i t ,   I m p r o v e d  seed 
varieties, and  technical a s s l s t a n c e ,   t h e   G o v e r n m e n t   d l d   n o t  ~ n t e r f e r e  
w l t h  t h e  p r i c i n g  of i n p u t s  o r  o u t p u t s  i n  a g r l c u l t u r e   a n d  that  t h i s  
p o l l c y  would contrnue 

A s  r e g a r d s   i n d u s t r y ,   t h e   a u t h o r i t i e s  expressed s a t l s f a c t l o n   w l t h  
prop:ess  made I n  t h i s   s e c t o r  whose s h a r e  in Leal GDP r o s e  s t e a d l l y  t o  
5 6 p e r  c e n t  I n  1979/80  A n o t e w o r t h y   d e v e l o p m e n t   I n   t h i s   r e g a r d  h a s  
b e e n   t h e   g r o w t h  of p r l v a t e   s e c t o r   i n v e s t m e n t  I n  ~ n d u s t r y ,  encouraged by 
P u b l l c   I n v e s t m e n t  Law No 18 of  1975 which provided for exemptions from 
Impor t  d u t l e s  o n   c a p l t a l   g o o d s   a n d ,   p a r t i a l l y ,  on raw rnater la ls ,  f o r  
~rlcome tax h o l l d a y s ,   a n d  for c o m p l e t e   f r e e d o m  of repatrlatlon of p r o f l t s  
Thesc p o l ~ c l e s  have also s t l m u l a t e d   d i r e c t  f o r e i g n  I n v e s t m e n t ,   e s p e c l a l l y  
f r o m   t h e   q e l g h b o r l n g   s u r p l u s   c o u n t r l e s .  Most I n d u s t r i a l  goods production 
was I n t e n d e d  as I m p o r t   s u b s t l t u t e s   b u t   l n d u s t r l a l   e x p o r t s  have b e g u n   t o  
show  encourag lng  s l g n s  o f   g r o w t h .  The a u t h o r l t l e s   a d d e d   t h a t   l n d u s t r l a l -  
p r l c l n g   p o l l c l e s   w o u l d   c o n t i n u e  t o  be c o n d u c l v e  t o  the e f f l c l e n t   a l l o c a -  
a t l o n  o f   r e s o u r c e s .  Industrral p r o J e c t s  In  the p u b l l c  sector (mainly 
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b a s i c   I n d u s t r r e s )  must pass carefu l   economic   eva lua t lon  t o  rrwure 
v l a b l l l t y  and t h e   p o l ~ c y  of  r e f r e l n r n g  from provid ing   d l re l t   1 -ubs ld les  
t o   i n d u s t r y  would  be  malntalned. I n  th l s   connec t ion   ene rgy  prices  
have   been   ad lus ted   in   accordance   wi th   r i s ing   acquis i t lon   cobts  and t h e  
added f lnanc la l   burden   has   been   la rge ly   passed   th rough  to   the  users, 
This pollcy was expected t o  continue.  Concerning  other sectors of the 
economy t h e r e  were  zndlcatlons of some slowdown In  economic  act ivi ty  
in  1979/80  and I n  the   subsequen t   pe r iod ,   e spec ia l ly  I n  c o n s t r u c t r o n  
and   f i nanc ia l  and o t h e r   p r ~ v a t e   s e r v i c e s .  The a u t h o r l t l e s   a t t r i b u t e d  
t h i s  slowdown t o  t h e   s t a g n a t l o n  i n  pr iva t e   r emi t t ances ,  which  had 
financed much of t he   p r iva t e   spend ing   rn   t hese   s ec to r s ,   and  t o  high 
i n t e r e s t   r a t e s  which  had  depressed  prlvate  sector  loan demand.  They 
p roJec ted   an   ove ra l l   r ea l  growth r a t e  of GDP of zbout 5 per cent  for 
1981. 

Accompanylng t h e  slowdown In a c t i v i t y  i n  t h e  Y . A . R .  has been a 
cons lderable   eas ing   of   domest ic   in f la t ionary   p ressures .  I n  1979/80  the 
r a t e  of  i n f l a t i o n   a s  measured by t h e  consumer pr ice   index   dec l ined  by 
one h a l f  from the   p receding   year   to  10.6 per  cent,   and as measured by 
t h e   l m p l l c l t  GDP d e f l a t o r  by one t h i r d   t o   1 0 . 9   p e r   c e n t .  The a u t h o r i t i e s  
p l o l e c t e d   t h e   I n c r e a s e  I n  the   domest ic   p r lce  level i n  1981 a t  3.0 per 
cent   on   the   bas i s  o f  movements i n   t h e  consumer pr lce   index   dur ing   the  
l a s t   q u a r t e r  of 1980. The a u t h o r i t i e s   a t t r l b u t e d   t h e   e x p e c t e d  r a p i d  
d e c l i n e   I n   t h e   r a t e  of domest lc   p r ice  inflation t o  t h e  moderating  impact 
of  the   s t rengthening  of the  U . S .  d o l l a r   o n   t h e  c o s t  of imports ,  t h e  
e l imlna t lon  of supply  bot t lenecks,   and weakened demand i n  gene ra l .  The 
mrssion  pointed  out  however  that   the  larger  government  deficits  i n  pros- 
pect and the   apparent   recent  r l s e  i n  emigra t ion  of workers   could  rekindle  
inf la t lonary   p ressures   and   tha t   deve lopments   in   domest lc   p r rces   cont rnued  
t o   m e r i t  c l o s e  watch. 

2 .  F i s c a l   p o l i c i e s  

A malor  development l a  t h e   f l s c a l   s t r u c t u r e  i n  t h e  recent per lod 
has   been   t he   sha rp   de t e r lo ra t lon   In   t he  government  accounts.  Although 
the s t a f f   n o t e d  t h e  small  improvement I n  government f inances In 1979/80, 
they  expressed  their   concern  regardlng  the  continued  surge  in  government 
spending, which  bad more than  doubled I t s  r a t   l o   t o  GDP I n   t h e   f l v e   y e a r s  
znded In 1979/80 (from 20  per cent  t o  42  p e r   c e n t ) ,   e s p e c i a l l y  in t he  
face of  slower  growth of revenues i n  1978/79  and  1979/80. As e x t e r n a l  
f i n a n c i n g   h a d   r e t u r n e d   t o   i t s   h l s t o r i c   l e v e l s  from a temporary  peak i n  
1978/79 ,   the   bank   f inanced   def ic i t   had   a l so  risen sharply.  The mission 

emphas ized   t ha t   t h l s   de f l c r t  had been t h e  primary f a c t o r  i n  t h e  growth 
of domest ic   l lqu ld l ty   whlch ,  I n  an open economy with a small product ion 
base as t h a t  of t h e  Y . A . R . ,  had con t r ibu ted   t o   t he   g rowth  of demand for 
imports  causrng a r a p l d   d e t e r i o r a t i o n   i n   t h e   h a l a n c e  o f  payments. 
Although  the  domestic  price  impact of t he   l a rge   de f l c i t s   had   r ema ined  
s m a l l ,   t h e  weakened e x t e r n a l   p o s l t l o n ,  as r e f l e c t e d  in t h e   r a p l d  loss 
of r e s e r v e s ,  was a source of  concern. 
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The Yemen1 r e p r e s e n t a t i v e s   a g r e e d  wlth t h e   o v e r a l l   a s e e e s m e n t  of t h e  
m l s s 1 o n   a n d   e x p l c i l n e d   t h a t   t h e   d l s a p p o l n t i n g  flscal per fo rmance  in r e c e n t  
years w a s  d u e ,   a t   l e a s t  i n  p a r t ,  t o  the d l f f l c u l t   p o l i t i c a l  s l t u a t i o n  In 
t he   r eg ion .   They   added   t ha t   t he   s lowdown ~n economrc a c t l v l t y  - 1 6ome 
s e c t o r s  of t h e  economy  and c o n t i n u e d   i n a d e q u a c y  of t h e   i n s t i t u t i o n a l   a n d  
a d m l n l s t r a t l v e  machinery for  t a x  collection h a d   d e p r e s s e d   t h e   g r o w t h  r a t e s  
of government   revenues .  Meanwhile, i t  h a d   b e e n   d l f f l c u l t  t o  c u r t a i l  
f u r t h e r   t h e   g r o w t h  of g o v e r n m e n t   e x p e n d l t u r e s  as these were needed  t o  
f i n a n c e   b a s l c   f a c l l l t l e s  and s e r v i c e s ,  e s p e c i a l l y  I n   t h e  rural a r e a s  of the 
c o u n t r y .  T h e  a u t h o r l t l e s   e x p e c t e d  t ha t  I n   t h e   f u t u r e   i m p r o v e d   p e r f o r m a n c e  
on b o t h   t h e   r e v e n u e   a n d   e x p e n d l t u r e   s l d e s  would h e l p  r e d u c e  the o v e r a l l  
b u d g e t   d e f l c l t  i n  r e l a t r o n  t o  GDP, while a n   e x p e c t e d   I n c r e a s e   I n   e x t e r n a l  
a l d  r e c e i p t s ,  v l r t u a l 1 . y   a l l  In t h e   f o r m  of c o n c e s s l o n a r y   l o a n s   a n d   g r a n t s ,  
would h e l p   r e d u c e   t h c   G o v e r n m e n t ' s   r e l l a n c e   o n   t h e   d o m e s t i c  banklng system 
for  f l n a n c l n g   t h e   d e f l c l t  

C o n c e r n i n g   r e c e n t   t r e n d s  I n  b u d g e t a r y   r e v e n u e s ,   t h e   m l s s 1 o n  noted 
w l t h  s a t l s f a c t l o n   t h e   r e c o v e r y  of b o t h   t a x   a n d   n o n t a x   r e c e i p t s  in 1979/80  
from the d e p r e s s e d  r a t e s  of  g r o w t h   r e c o r d e d  i n  t h e   p r e c e d i n g   y e a r ,   N e v e r -  
t h e l e s s ,   t h e  growth o f   i m p o r t   d u t i e s ,  t h e  slngle most i m p o r t a n t   s o u r c e  of 
govcrnrnent r e c e i p t s ,  h a s  slowed I n  r e c e n t  years a n d   h a s   l a g g e d   b e h i n d   t h e  
growth o f  impor t s   The  Yemen1 a u t h o r i t i e s  c i t e d   s e v e r a l   f a c t o r s   t h a t   h a d  
c o n t r l b u t e d   t o  t h e  e r o s i o n  of r e v e n u e   g r o w t h  from t h i s   s o u r c e .  I n  t h e  
f i r s t  p l a c e ,   t h e  two f i s c a l  years 1978/79  a n d   1 9 7 9 / 8 0   w l t n e s s e d  a marked 
l n c r e a s e  i n  the   vo lume of I n v e s t m e n t   a n d   f o o d   ~ m p o r t s ,   w h l c h  are  l a r g e l y  
exempt f r o m   I m p o r t   d u t l e s .   S e c o n d l y ,  many rates  I n   t h e   t a r l f f   s c h e d u l e  
were s p e c l f l c  ( e . g . ,  on p e t r o l e u m  p r o d u c t s )   a n d   t h e r e f o r e   d i d   n o t   r e s p o n d  
t o  rlslng i m p o r t   v a l u e s   T h l r d l y ,   t h e   e a r l y   d r a m a t i c   g a i n s   I n   c u s t o m s  
a d r n l n l s t r a t l o n   b e g a n   t o   r e a c h   d l m l n l s h l n g   r e t u r n s   i n   s u b s e q u e n t   y e a r s  
a s  t h e  volume of  impor ts   expanded  mu, I f a s t e r   t h a n   t h e   a d m l n l s t r a t l v e  
c a p a c i t y  of t h e  t a x  c o l l e c t l n g   u n l r s   F i n a l l y ,   d e s p l t e   r e c e n t   I m p r o v e -  
m e n t s  111 a d m l n l s t r a t l o n   a t   l a n d  border  p o s t s ,   u n r e c o r d e d   a n d   u n d e r r e c o r d e d  
l m p o r t s  t h r o u g h   t h e s e  points c o n t l n u e d   t o   b e   s u b s t a n t l a l .  The a u t h o r l t l e s  
s t a t e d  t h a t   m e a s u r e s   h a d  been t a k e n  or were   under  way t o  e s t a b l l s h   m o r e  
e f f e c t i v e   a d m l n l s t r a t l v e   c o n t r o l   o v e r   i m p o r t s   e n t e r l n g   t h r o u g h   o v e r l a n d  
r o u t e s .  A d m i n i s t r a t i v e  s t a f f  has been  I n c r e a s e d ,  new b o r d e r  p o s t s  opened,  
and a temporary  7 per c e n t   s u r c h a r g e   h a s   b e e n   l m p o s e d   o n   u n l i c e n s e d   o v e r -  
l and  Imports They e x p e c t e d  these measures  to have  a p o s l t ~ v e  e f f ec t  on 
revenues l a t e r  I n  1981 

Rev i sed   budge t  estimates f o r   1 9 8 1   I n d i c a t e d   g r o w t h  of 28 p e r   c e n t  ~n 
r e v e n u e s  and 30 per c e n t   I n   e x p e n d l t u r e s   o v e r  t h e  e s t i m a t e d   1 9 8 0   f l g u r e s ,  
and a 32 per c e n t   I n c r e a s e   I n   t h e   o v e r a l l   d e f i c i t  t o  Y R l s  3.5 b l l l l o n ,  
e q u i v a l e n t  t o  about 2 8  p e r   c e n t  of e s t r m a t e d  GDP.  1 /  A s  external  f l n a n c l n g  

1 /  GDP fo r "1980  was p r o l e c t e d   f r o m   t h e  1979 /80  d a t a   o n   t h e  b a s l s  of a 
5 per c e n t  real r a t e  of growth  and a 7 .5  per c e n t   a n n u a l  r a t e  of i n c r e a s e  
l n   t h e   m p l l c i t  GDP deflator, t h e  l a t t e r  ra te  c o r r e s p o n d l n g  t o  t h e  a c t u a l  
r a t e  o f  l n c r e a s e   i n   t h e   c o n s u m e r   p r l c e  Index in t h e   s e c o n d   h a l f   o f  1980. 
(See  report  on  Recent  Economlc  Developments t o  be Issued shortly.) 

- 
_I 
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was expected  to   decl ine  f rom  the  es t imated 1980 l e v e l ,  the  bank financed 
d e f i c l t  was b u d g e t e d   t o   r l s e  by 74 per cen t   t o  YRle 2 . 2  b i l l i o n ,   e q u l v a -  
l e n t   t o   n e a r l y  17  per cent  of projected G D P .  The au thor i t ies   in formed 
t h e  m1s51on, however,   that  t h e  f inal   budgetary  outcome f o r  1981  col*ld 
turn   ou t   be t te r   than   rev lsed   es t imates   as  developmenL expenditures might 
not  reach  budgeted l eve ls  and as   the  impact  of cer ta in   revenue  measures 
began t o  be f e l t   l a t e r   I n   t h e  year.  In any   even t ,   t he   au tho r i t i e s  
i n t rnded   t o  revlew actual  budgetary  developments In  t h e   t h i r d   q u a r t e r  
of the   year   and   lnd lca ted   tha t   addi t iona l   measures   could  be t aken  i f  
necessary.  

A s  regards  the 1982 budget ,   the   authori t ies   informed  the  missLon 
t h a t  a Higher  Committee  for  the  Budget,  headed by the Prime  Minis ter ,  
had  Just   been formed  and tha t   p re l l rn lnary  work on the  framework  and 
gu lde l lnes  had  begun  They  added tha t   cer ta ln   budgetary   p rocedures  had 
been   s lmpl l f ied  a n d  t h a t   c l o s e r   s c r u t l n y   o f   e x p e n d l t u r e   r e q u e s t s  would 
be exercised W l t h  regard  to   investment   expendi tures ,   procedures   €or  
grea te r   coold ina t ion   wl th   the   Cent ra l   P lannlng   Organiza t ion   were   be lng  
l n s t l t u t e d  More Important ly ,  the a u t h o r l t i e s  emphasized  that  the 
o v e r a l l  size of the  budget  would  be  decided primarily I n  r e l a t i o n  t o  
ava l   l ab  le revenues from nonlnf   la t   ionary  sources ,  

3 .  Monetarv D O ~ I C V  

For s e v e r a l  yea r s  through  1977f78  the  growth  of  domestic  l iqutdlty 
was dctermlned  largely by the  highly  expansionary  impact of t h e   e x t e r n a l  
sec tor   Dur lng   th i s   per iod   the  Yemen1 a u t h o r l t l e s '   p o l i c y   c o n c e r n s  4ere 
tempered,  however, by t h e   r e l a t   i v e l y  mild impact of t h i s  growth  on 
domest ic   p r ice   l eve ls  and by t h e   r e a l i z a t i o n   t h a t  the ldrge  payments 
su rp luses  were  temporary,  caused  rnalnly by the   coun t ry ' s  low,  but  rapidly 
expanding,   capacl ty   to   absorb  Imports .  I n  t he  more recent   per lod   the  
o f f se t t i ng   impac t s  of a hlghly  expanslonary  government  deficit   and of a 
c o n t r a c t l o n a r y   e x t e r n a l   s e c t o r   l e d   t o  a dec l l r e   In   mone ta ry   g rowth   r a t e s  
to   only  moderate   levels-- the  annual   growth  ra tes   of   broad money were 
16 per   cen t  In 1979 /80  and 8 per cent  111 the  second  half  of 1980--and 
domes t l c   l o f l a t ion   r a t e s   con t inued   t o   subs lde  However, underlying  these 
apDarent ly   favorable   t rends  were  cer ta ln   dlsqulet lng  developments  of a 
weakened balance o f  payments   posl t lon and  a widened  government d e f l c l t .  
Moreover,   there  have  been  lndlcations of a tendency  toward  f inancial  
dlslntermedlatlon  through  the  banklng  system, a r e v e r s a l  of e a r l i e r  
t rends of rap id   monet iza t ion  and spread   of   the   banking   habi t .  One mani- 
f e s t a t l o n  of t h i s  d i s l n t e r m e d l a t l o n  was t h e  sharp d e c l l n e   I n   t h e   p r i v a t e  
s e c t o r ' s   u s e  of  bank c r e d l t  desp i te  cont inued   s t rength  i n  the  growth 
of p r l v a t e   s e c t o r   ~ m p o r t s .  The Y . A . R  a u t h o r i t i e s  were cognlzant  of  t h e  
pol lcy   lmyl lca t lons  of chese   t rends   and   assured   the   mlss lon   tha t   they  
were  keeping a c lose  watch on the balance of payments  and  the  government 
budget. As regards   bank   c red l t  t o  t h e   p r i v a t e   s e c t c r   t h e y   c i t e d   s e v e r a l  
f a c t o r s   t h a t  may have   cont r lbu ted   to   the   recent  slowdown, Among t h e s e  
were the  growth of informal  f lnanclng  arrangements f o r  Imports  through 
over land   rou tes ,  a slowdown in p r i v a t e   s e c t o r   b u s l n e s s   a c t l v l t y  following 
t h e  boom I n  t r a d e  and c o n s t r u c t i o n  In the   mld-l970s,   the  Impact of higher 
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i n t e r e s t  ra tes  on  the  demand for p r l v a t e   b o r r o w i n g ,  and t h e   r e c e n t  
t e n d e n c y ,  on t h e   p a r t  of c o m m e r c i a l   b a n k s ,  t o  p l a c e   f u n d s   a b r o a d  i n  
preference t o  l e n d r n g  fo r  domestic o p e r a t i o n s .  

The Yemen1 a u t h o r i t i e s  have accepted t h e   n e e d  t o  m a i n t a i n  a f l e x i b l e  
I n t e r e s t   r a t e   p o l l c y   I n   t h e   c u r r e n t   1 n t e r n a t r o n a l   f i n a n c i a l   e n v i r o n m e n t  
a n d   h a v e   m a d e   s e v e r a l   a d J U 8 t m e n t S   i n   t h e   l n t e r e s t  rate s t r u c t u r e  s ince  
t h e   b e g i n n i n g  of 1980. The last  s u c h   a d j u s t m p n t   t o o k   e f f e c t   o n  May 9 ,  
1981 a n d   e n t a i l e d   a n   I n c r e a s e  of one p e r c e n t a g e   p o i n t  on time and sav ings  
d e p o s i t s ,  t o  a r a n g e  of  11 -14   pe r   cen t ,   and  a two p e r c e n t a g e   p o i n t  
I n c r e a s e  on l o a n s  t o  17  p e r   c e n t .  No c h a n g e s  were made 111 t h e  In t e re s t  
ra tes  on Loans from t h e  s p e c i a l i z e d   c r e d l t   I n s t i t u t i o n s .   C o n c e r n i n g   t h e  
new s t r u c t u r e  of i n t e re s t  rates  t h e   m i s s i o n   o b s e r v e d   t h a t   t h e  spread 
b e t w e e n   t h e   e f f e c t i v e   c o s t  of  d e p o s i t s  t o  t h e   b a n k s   ( t a k l n g   i n t o   a c c o u n t  
t h e  20 per c e n t  reserve r e q u i r e m e n t )   a n d   t h e  maxlmum l e n d l n g  rate was 
st111 v e r y   n a r r o w  for c e r t a l n  t ime d e p o s i t s   a n d  was in f a c t   n e g a t i v e  f o r  
such d e p o s l t s  of 9-12 m o n t h s '   m a t u r i t y .  The authorities s t a t e d ,   h o w e v e r ,  
t h a t   t h e   c o m m e r c l a l   b a n k s '   p r o f l t a b l l l t y   r e m a l n e d   g o o d   d e s p l t e  t h l s  d l s -  
c r e p a n c y ,   a n d   t h a t   t h e   d e p o s i t s   a n d   l o a n s  denominated In f o r e i g n   c u r r e n c y  
were free from l n t e r e s t  r a t e  r e g u l a t i o n s .   T h e   r e s e r v e   r e q u i r e m e n t s  o n  
I n t e r b a n k   d e p o s i t s  were removed in March of  1 9 8 1   a n d   t h o s e   o n   f o r e l g n  
c u r r e n c y   d e p o s l t s  were u n d e r   c o n s l d e r a t l o n   f o r   p o s s l b l e   e l l m l n a t l o n .  In 
a n y   e v e n t ,   t h e   a u t h o r l t i r s   w e r e   w a t c h i n g   t h e   s i t u a t i o n   c l o s e l y  and a s s u r e d  
t h e  mission t h a t   t h e   n e c e s s a r y   c o r r e c t l v e   s t e p s   w o u l d  be  t a k e n  i f  and when 
t h e  n e e d  s h o u l d  a r i s e .  The  a u t h o r i t i e s   a d d e d   t h a t   t h e   r e c e n t  lncrease I n  
t h e  S t r u c t u r e  of I n t e r e s t  r a t e s  s h o u l d  h e l p  s t e m   t h e  o u t f l o w  of s h o r t - t e r m  
c a p l t a l ,   w h i c h   a p p e a r e d  t o  h a v e   a c c e l e r a t e d  e a r l y  I n  1981. 

4. B a l a n c e  of Davments ~ 0 1 l c l e s  

The  weakening of the b a l a n c e  o f  paymen t s ,   wh ich   had   emerged   In  1 9 7 8 / 7 9 ,  
a p p e a r e d   t o   h a v e   a c c e l e r a t e d   s i n c e   t h e n ,  w i t h  the c u r r e n t   a c c o u n t   d e f i c i t  
w lden lng  f r o m  abou t  USS140 m i l l i o n   I n   1 9 7 8 / 7 9  t o  USS330 m i l l i o n  I n  t h e  
followlng y e a r .  I n  1980 I t  rose f u r t h e r  t o  USS520 million while for calen- 
d a r   1 9 8 1   t h e   d e f l c l t  w a s  p r o J e c t e d  at  USS760 r n i l l l o n .   T h e   o v e r a l l   p a y m e n t s  
d e f l c l t ,   w h i c h   e m e r g e d  for  t h e  f l r s t  tlme i n  many y e a r s  ~n 1 9 7 9 / 8 0 ,  has 
a l s o   w i d e n e d   a n d  1s p r o j e c t e d   a t  over USS600 m l l l l o n   I n   1 9 8 1 .   T h e  f a c t o t s  
u n d e r l y i n g   t h r s   d e t e r i o r a t i o n  i n  t h e  Y A R.'s p a y m e n t s   p o s l t l o n   I n c l u d e  
t h e  s t a g n a t l o n  ln workers' r e m i t t a n c e s   a n d   t h e   s t a b i l i t y  of o t h e r   e x t e r n a l  
r e c e l p t s ,   p r l m a r i l y  o f f i c l a l  t r a n s f e r s ,   l n  t h e  f a c e  of con t inued   g rowth  of 
I m p o r t s   s t l m u l a t e d  by  h i g h   l e v e l s  o f  gove rnmen t   spend ing .  I n  addition, 
some s h o r t - t e r m   c a p l t a l   o u t f l o w s   a p p e a r  t o  h a v e  emerged In t h e  more r e c e n t  
p e t l o d  i n  response t o   h l g h e r   i n t e r e s t  r a t e s  a b r o a d   b u t  also In c o n n e c t l o n  
w l t h   t h e  somewhat u n s e t t l e d   p o l l t i c a l   s l t u a t l o n   I n  t h e  r e g l o n   a n d   t h e  
d e c l l n e   I n  domest ic  I n v e s t m e n t   o p p o r t u n i t i e s .  

T h e   m l s s l o n   o b s e r v e d   t h a t  i n  a f u n d a m e n t a l   s e n s e ,   t h e   w e a k e n l n g  of 
t h e   b a l a n c e  of p a y m e n t s   r e f l e c t e d   t h e   c o u n t r y ' s  lmproved c a p a c l t y  for 
t h e   a b s o r p t l o n  of I m p o r t s ,   e s p e c i a l l y   f o r   d e v e l o p m e n t .  I t  was n o t e d   t h a t  
I n   t h e   c i r c u m s t a n c e s  of t h e  Y . A . R .  t h e   u t l l 1 z a t l o n  of external  financial 
a s s e t s  to b u l l d  up real  p r o d u c t l v e  capacl ty  l n  the c o u n t r y  and t o  improve 
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0 
the  consumption  levels of the populat ion wae understandable.  However, 
the  speed  with  which  the  external  s u r p l u s  had  been  reduced  and  turned 
l n t o  a widen1 ig d e f l c ~ t   m e r l t e d   t h e   a t t e n t l o n  o f   t h e   a u t h o r l t l e s .  
Externa l   reserves ,  which  peaked a t  USS1.6 b i l l i o n  i n  March 1979  (equiva- 
l e n t   t o  15  months of imports   a t   the   then  exis t ing  import  l eve l )  decl ined 
by USS330 m i l l i o n  by the  end  of 1980. The a u t h o r i t i e s  informed  the mls- 
s1on t h a t   i n   t h e  f i r s t  f i v e  months  of  1981 r e se rves   dec l ined   fu r the r  by 
US$334 rn l l l lon  and  on t h e  basis of o f f l c l e l   p r o J e c t l o n s ,  the l o s s  for t h e  
year as a whole  would  be  around USS600 m i l l l o n .  By the   end  of  1981, 
r e ~ e r v e e  would  be equivalent   to   about   four  months of the   p ro jec ted  
Imports, a l eve l  t h a t  might  not  be  comfortable  for  the Y . A . R .  i n  vlew q f  
t he   i nhe ren t   vu lne reb l l l t y   o f   t he   coun t ry ’ s   ex t e rna l   r ece ip t s  and I ts  
enormous r equ l r emen t s   fo r   ex t e rna l   r e sources   t o   f l nance   t he   deve lqmen t  
e f f o r t ,  

The authori t ies   informed  the  mission  that   they  were  watchlng  the 
payments s i t u a t i o n   c l o s e l y  and I n d i c a t e d   t h a t   t h e   r a p i d  loss of r e s e r v e s ,  
evldent ~n the f l r s t  months  of 1981, was expected  to  slow i n   t h e  second 
h a l f  of the  year.  There  had  been some d e l a y   I n   t h e   r e c e i p t  of fore ign   a id  
commltments f o r   t h e   f o r e i g n   c o s t  components  of c e r t a i n  development  projects 
but t h e s e  were expected  to   be  disbursed  la ter  i n  the   year .  I n  a d d i t i o n ,  
depar ture   ra tes   o f   workers   to   ne ighbor ing   count r les ,   coupled   wi th  the r ap id  
rise of wages i n  t he   hos t   coun t r i e s  ~n t h e  r e g i o n ,  were  expected  to  improve 
the  out look for remit tances   Inf lows.   Final ly ,   the   increase  in   domest ic  
i n t e r e s t   r a t e s  h a s  narrowed  the gap w i t h  i n t e r n a t i o n a l   r a t e s ,  and t h i s  
should  have a favorable  impact on t he   r ecen t ly   ev iden t   sho r t - t e rm  cap i t a l  
ou t f lows ,  The mission emphas ized   t ha t   t he   au tho r - , t i e s ’   e f fo r t s   t o   s t em  the  
d e t e r i o r a t i o n   i n   t h e   b a l a n c e  of  payments  could be fundamentally  strength- 
ened by the  p u r s u i t   o f  more r e s t r a i n e d  demand management po l l c1es ,  as t he  
source of much of the  cont inued  s t rength  of   pr ivate   Import  demand appeared 
t o  be t h e   s u s t a i n e d   l n J e c t 1 o n   o f   l i q u i d i t y  by t h e  p u b l i c   s e c t o r   I n t o  t h e  
income stream. 

0 

As f a r  as exchange r a t e   p o l i c i e s  and arrangements  were  concerned,  the 
Yemen1 a u t h o r l t l e s   s a i d   t h a t   t h e   p r e s e n t  peg t o  t h e   d o l l a r  a t  a r a t e  o f  
US$1 = YRls 4.5 had  served t h e l r  needs   adequate ly .   In   l igh t  of  the   recent  
e f f e c t i v e   a p p r e c l a t l o n  o f  t h e  r l a l  the   ques t lon  of the  exchange r a t e  would 
con t inue   t o  be  under  revlew. On the management of t h e i r   o f f l c l a l   r e s e r v e s ,  
they  said  thezr  prlnclpal  concerns  were  maintenance of capital value and 
mlnlmizatlon  of r i sk ,  with  due  conslderatlon being given a l s o  to   adequate  
y i e l d  and liquidity. T h e i r  pol icy was t o   a v o i d   s h i f t s   i n   t h e  composition 
of t h e i r   e x l s t l n g   p o r t f o l l o   i n   r e s p o n s e  t o  short-term  changes i n  I n t e r e s t  
o r  exchange r a t e s ;   d l v e r s l f l c a t l o n  of po r t fo l io   Inves tmen t s  was genera l ly  
achieved  through  the  placement  of new funds  which  depended,  “nter  al ia,  
on  an assessment of prospects fa r  va r lous   cu r renc le s .  
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IV. S t a f f   A p p r a i s a l  

The per fo rmance  of t h e  economy  of the Y.A.R. over t h e  paet  e e v e r a l  
yeare h a s   b e e n   q u i t e   a a t l s f a c t o r y   i n  a number of  r e s p e c t s .  The Yemen1 
a u t h o r l t l e s   h a v e   s u c c e e d e d  i n  a c h r e v r n g   r e l a t i v e l y   h i g h  ra tes  of g rowth  
of CDP,  i n  d i v e r s i f y i n g   t h e  economy  from a l i m i t e d   a g r i c u l t u r a l  base ,  i n  
b u i l d i n g  up s u b s t a n t l a 1   p h y s l c a l   i n f r a s t r u c t u r e ,   a n d  In establishing t h e  
n e c e s s a r y   i n s t i t u t i o n s   t o   p r o v i d e   p u b l i c :   a n d   p r i v a t e  services. Moreove r ,  
w i t h  p ruden t   econorn lc   managemen t   and   desp l t e   moun t lng  consumptlon and 
i n v e s t m e n t   r e q u l r e m e n t s ,  t h e  c o u n t r y  was a b l e  t o  a c c u m u l a t e  a s u b s t a n t i a l  
s t o c k  of n a t l o n a l   s a v l n g s   i n   t h e   f o r m  of e x t e r n a l   r e s e r v e s .  The a u t h o r i -  
ties h a v e   c o n t ~ n u e d   t o   p u r s u e   t h e i r   g r o w t h   a n d   d l v e r s l f l c a t l o n  strategy 
w i t h i n   t h e   f r a m e w o r k  of medium-term  development p l a n s .  T h e   s t a f f  
c o n s i d e r s   t h a t   t h e   r e c e n t   o r i e n t a t i o n   o f   d e v e l o p m e n t  p o l i c y  toward   con-  
s o l i d a t i o n   o f   p r o J e c t   i m p l e m e n t a t i o n ,   u n d e r   t h e   F i r s t   D e v e l o p m e n t   P l a n ,  
t o  b e   a p p r o p l a t e   i n  t h e  c l r c u m s t a n c e s   a n d   n o t e s   t h e   c a r e f u l   a n d   r e a l i s t i c  
approach  being t a k e n  by t h e   Y e m l n l   a u t h o r l t l e s  I n  t h e  formulatlon of t h e  
Second  Development   Plan.  

I n  t h e   p a s t   c o u p l e  of y e a r s ,   h o w e v e r ,   c e r t a i n   f l n a n c r a l   t r e n d s   h a v e  
<-merged  wh1ch ate a c a u s e  for c o n c e r n .   T h e s e   t r e n d s  are r e f l e c t e d  I n  t h e  
f l n a n c l a l   p o s l t l o n   o f  t h e  p u b l i c   s e c t o r ,   w h e r e   b o t h   t h e   o v e r a l l   b u d g e t  
d e f l c l t   a n d   t n e   G o v e r n m e n t   r e c o u r s e   t o   b a n k   v o t r o w l n g   h a v e   r l s e n   t o  
w o r r i s o m e   l e v e l s .   T h e  resulting e x p a n s i o n  o f  d o m e s t l c   l l q u l d i t y  has b e e n  
a f a c t o r  in s u s t a l n l n g   t h e   g r o w t h  of i m p o r t s ,  and, t o g e t h e r   w i t h   t h e  
s t a g n a t i o n  o f  I n w a r d   r e m l t t a a c e s ,   h a s   w e a k e n e d  t h e  b a l a n c e  of payments   and 
h a s  l e d  t o  a r a p ~ d  loss  of e x t e r n a l   r e s e r v e s   A l t h o u g h  t h e  u s e  of f o r e i g n  
exchange  reserves f o  f lnance   economic   deve lopmen t  1s u n d e r s t a n d a b l e  In t h e  
c l r c u m s t a n c e s  of  t h e  Y A . R .  , t h e  s p e e d   w i t h   w h i c h   t h e s e   r e s e r v e s  are b e i n g  
d r a l n e d  1 s  d l s q u l e t l n g .  

The s t a f f  c o n s l d e r s   t h a t  t hese  f l n a n c r a l   d e v e l o p m e n t s   c a n n o t   c o n t r n u e  
w l t h o u t   u l t l r n a t e l y   J e o p a r d l z l n g  the  c o u n t r y ' s  a b l l l t y  t o  achreve  t h e  
o b ~ e c t i v e s  o f  g r o w t h   a n d   d l v e r s l f l c a t l o n  In an   env l ronmen t  of domes t i c   and  
e x t e r n a l   f l n a n c l a l   s t a b l l l t y   F i r m   b u t   d e l l b e t a t e   a c t l o n  1s c a l l e d  for 
a n d ,  a s  the a u t h o r i t l e s   h a v e   r e c o g n l z e d ,   t h e   n e e d e d   r e f o r m  measures m u s t ,  
i n  t h e  f i r s t  I n s t a n c e ,  seek t o  r e d u c e  t h e  size of t h e   b u d g e t   d e f l c l t   a n d ,  
s ~ m u l t a n e o u s l y ,  t o  s e t  i n  rno t lon   po l l c l e s   and   mechan i sms  for e f f e c t i v e  
m o b l l l z a t i o n  of  d o m e s t l c   r e s o u r c e s   F o r t u n a t e l y ,   t h e  country's f o r e l g n  
e x c h a n g e   r e s e r v e s ,   d e s p l t e  t h e i r  r e c e n t   d e c l i n e ,  s t i l l  provlde a r e a s o n a b l e  
c u ~ n l o n  so t h a t  r e m e d l a l  m e a s u r e s  do n o t   h a v e   t o   b e   p r e c l p l t o u s  and a suit- 
a b l e   f l n a n c l a l   r e f o r m   p r o g r a m  can b e   f o r m u l a t e d  w l t h  c a r e f u l   a n d   d e l l b e r a t e  
planning 1x1 t h e  l m m e d l a t e   p e r i o d   a h e a d .  

The s t a f f  notes t h a t   w l t h   r e f e r e n c e   t o   b u d g e t   p r e p a t a t l o n  In t h e  
c o m l n g   p e r i o d ,   t h e   a u t h o r l t l e s   i n t e n d   t o   p l a c e  p r i m a r y  emphas i s  on a real- 
l s t l c  a s s e s s m e n t  of a v a i l a b l e   r e s o u r c e s   a n d  on the   macroeconomlc  I m p a c t  
of t h e   b u d g e t   I n   d e f l n l n g   e x p e n d i t u r e   t a r g e t s  for 1982. To  a c h l e v e  the 
o b J e c t i v e s   o f   I m p r o v e d  flscal p e r f o r m a n c e   a n d   t o   h e l p   m o b l l l z e   d o m e s t i c  
r e s o u r c e s  for d e v e l o p m e n t ,   t h e   s t a f f   b e l l e v e s   t h a t   c o n t l n u e d   e f f o r t s   w o u l d  
need  tG be made t o  r a t l o n a l l z e  the growth of  e x p e n d l t u r e s   a n d  t o  ralse 
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revenue   growth  to more s a t l s f a c t o r y   l e v e l s .  I n  t h l s   c o n n e c t l o n ,   t h e  
growth of  r e c e i p t s   f r o m   i m p o r t   d u t i e s ,  the s l n g l e  most lmportant s o u r c e  
o f  b u d g e t   r e c e l p t s ,   h a s   b e e n   d l s a p p o l n t l n g   I n   t h e   p a s t  two y e a r s   a n d  
a d m l n l s t r a t l v e  measures need t o  be t a k e n  t o  restore revenue c o , l e c t ~ o n s  
from t h l s   s o u r c e ,  I n  r e l a t x o n   t o   I m p o r t s ,  t o  e a r l i e r  levels .  I n  t h e  a t e a  
o f  d l r e c t  taxatlon, g r e a t e r   e f f o r t  1s needed t o  i n c r e a s e  t a x  collections 
from t h e   p r l v a t e   s e c t o r ,   p e r h a p s  by s l m p l l f y l n g  the ra te  s t r u c t u r e   a n d  
c o l l e c t i o n   p r o c e d u r e s .   F l n a l l y ,  wlth r e g a r d   t o   e x c l s e s ,   t h e   s t a f f   n o t e s  
the  p o s l t l v e   r e v e n u e  r e su l t s  of c o n v e r t i n g   c e r t a l n   s p e c l f l c  l ev i e s  t o  
ad valorem ra tes  and recommends t h a t   t h e   a u t h o r l t l e s   c o n s i d e r   e x t e n d l n g  
t h l s   a p p r o a c h  on a wlder  s c a l e ,   t o   I n c l u d e   f o r  example p e t r o l e u m   p r o d u c t s ,  
w h e r e   t h e   r e v e n u e   p o t e n t   l a 1  1s c o n s i d e r a b l y   g r e a t e r  

I n  order  f o r  t h e   r e s o u r c e   m o b l l l z a t l o n   e f f o r t   t o   b e   s u c c e s s f u l ,  t h e  
f u l l   p a r t l c l p a t l o n  of t h e   b a n k i n g   s y s t e m   a n d   o t h e r   f l n a n c l a l   l n s t l t u t l o n s  
needs  t o  be enlisted. The a u t h o r l t l e s   c o n t i n u e  t o  p u r s u e  a f l e x l b l e  
I n t e r e s t   r a t e   p o l i c y  wt, ch ,  t o g e t h e r  wlth t h e  selective c h a n g e s   I n   r e s e r v e  
r e q u l r e m e n t s   z n s t ~ t u t e d   r t - e n t l y  o r  c u r r e n t l y   u n d e r   c o n s l d e r a t l o n ,  1s 
i n t e n d e d   t o  h e l p  stem t h e  u u t f l o w  of  s h o r t - t e r m   c a p l t a l   t h a t  has emerged 
~n r ecen t   mon ths .  Ln a d d l t 1 o n ,   t h e   a u t h o r l t i e s  are keeplrg the p r e s e n t  
i n t e r e s t   r a t e   s t r u c t u r e   u n d e r  review t o   e n s u r e   t h a t  I t  c o n t i n u e s  t o  p r o v l d e  
c o m m e r c i a l   b a n k s   w l t h   a d e q u a t e   l n c e n t l v e   t o   a c c e p t   d e p o s l t s  of medium-  and 
l o n g - t e r m   m a t u r l t y  and t o   p a r t l c p a t e  more f u l l y  in t h e  process of f l n a n c l a l  
l n t e r m e d l a t l o n  f o r  development .  

Tne  s t a f f   b e l l e v e s  that pollcy m e a s u r e s ,   a l o n g   t h e  l lnes l n d l c a t e d  
above ,  t o  r e d u c e   t h e   p u b l l c   s e c t o r   d e f l c l t   a n d  t o  moblllze d o m e s t l c  
r e s o u r c e s   I n   g e n e r a l ,  wlll h e l p   c o n t a i n   t h e   p r e s e n t   d e t e r l o r a t l o n  111 t h e  
e x t e r n a l   a c c o u n t s   a n d   p r o v l d e   g r e a t e r   a s s u r a n c e   t h a t   t h e   d e v e l o p m e n t  
o b J e c t l v e s  of t h e  Y A . R  c a n   b e   a c h l e v e d  In an   env l ronmen t   o f  financial 
s t a b l l l t y  The  s t a f f   n o t e s   t h a t   t h e   a u t h o t l t l e s   c o n t i n u e   t o   h o l d  t o  t h e  
f l r m   v i e w   t h a t   t h e   l m p o s l t l o n  of  q u a n t l t a t l v e   r e s t r l c t l o n s   o r   o t h e r  
r e s t r a l n t s   o n   c u r r e n t   p a y m e n t s   o r   t r a n s f e r s   w o u l d   n o t   r e s o l v e   t h e   u n d e r -  
Lylng p r o b l e m s  ~n t h e   b a l a n c e  of  payments   and  could Jeopardize t h e  
b e n e f i t s  t h a t  h a v e   a c c r u e d   t o  the Y . A  R. economy from a l i b e r a l   e x c h a n g e  
and trade sys t em 
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V .  PropoRed Dt 'e le loP 

The following d r a f t  decleion 1 8  propoeed for a d o p t l o n  by the 
Execut i ve   Boa rd :  

1. T h e   F u n d   t a k e s   t h l s   d e c l s l o n   r e l a t l n g  t o  the  Yemen Arab 

R e p u b l i c ' s  exchange m e a s u r e s   s u b J e c t   t o   A r t i c l e  VI11 S c c t i o n s  2 and 

3 ,  and In c o n c l u d i n g   t h e   1 9 8 1   A r t i c l e  X I V  c o n s u l t a t i o n   w l t h   t h e  Y e m n  

Arab R e p u b l l c ,   i n   t h e   l i g h t   o f  the  1981 A r t i c l e  I V  c o n s u l t a t i o n   w l t h  

t h e  Yemen A r a b   R e p u b l l c   c o n d u c t e d   u n d e r   D e c i s i o n  No. 5392-(77/63), 

adop ted  Aprll 29 ,  1977 ( S u r v e i l l a n c e   o v e r   E x c h a n g e  Rate Policies). 

2 .  T h e   F u n d   n o t e s   w l t h   s a t i s f a c t i o n   t h a t   t h e  Yemen Arab   Repub l l c  

continues to r n a i n t a l n   a n   e x c h a n g e   s y s t e m   t h a t  IS f r e e  of r e s t r l c t l o n s  

payments and t r a n s f e r s  for c u r r e n t   l n t e r n a t l o n a l   t r a n s a c t l o n s .  
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Date of membershrp: May 22,  1970. 

S t a t u s :  A r t  1c Le XIV. 

Quota .  The Y.A.R.'s p r e s e n t   q u o t a  1s SDR 19.5 
m l l l l o n .  

Fund h o l d i n g s  of Yemen r l a l s :  As of June 30, 1981 Fund h o l d i n g s   o f  
Yemen r l a l s  amounted t o  44.5 p e r  cent 
of q u o t a .  

SDR poa It Ion: 

T r u s t   F u n d .  

D i r e c t   d l s t r l b u t i o n  o f  
p r o f i t s  from gold  sales .  

Gold d i s  tr Ibut I o n *  

Exchange system. 

As of J u n e  30, 1 9 8 1   t h e  Y.A.R.'s 
h o l d l n g s  were SDR 12.5 million, equlva- 
l e n t   t o  2 0 9 . 3  p e r   c e n t  o t  Its  net 
c u m u l a t l v e   a l l o c e t l o n s .  

The  Y . A . R .  was o n   t h e  l l s t  of  e l i g i b l e  
c o u n t r l e s ,   b u t   d l d   n o t   s a t l s f y   t h e  
r e q u i r e m e n t s  of need  fo r  T r u s t  Fund 
assls t a n c e .  

SDR 1 . 2   m l l l l o n .  

8 , 5 5 7 . 9 9 9   f l n e  ounces ( f o u r  s a l e s ) .  

The Yemen r l a l  1s p e g g e d   t o   t h e  U.S. 
d o l l a r   w h i c h  1s t h e   l n t e r v e n t l o n  
c u r r e n c y .   I n   c o n n e c t l o n   w l t h  a reserve 
t r a n c h e   p u r c h a s e  in December   1970,   the  
Y . A . R .  p r o p o s e d ,   a n d   t h e   F u n d   a c c e p t e d ,  
a p r o v l s l o n a l  r a t e  o f  YRI 1 = US$0.20. 
T h e   f r e e   m a r k e t  rate  f o r   t h e  Yemen r i a l  
had f l u c t u a t e d ,   b u t   t o w a r d   t h e   e n d  of 
1 9 7 1   t h e  r a t e  s t a b l l l z e d   a t  Y R l s  5 = 
US$l.OO. The Central Bank m a l n t a l n e d  
t h l s   r a t e   u n t r l   F e b r u a r y  2 5 ,  1973 when 
t h e   C e n t r a l   B a n k   r a t e  was c h a n g e d   t o  
Y R l s  4.5 = US$1 .OO which has s l n c e   b e e n  
m a l n t a l n e d .  The r e p r e s e n t a t l v e   r a t e  
e s t a b l l s h e d   u n d e r   t h e   F u n d ' s  R u l e  0-2 
is US$1 = YRls 4.5625, t h e   a v e r a g e  of 
t h e   C e n t r a l   B a n k ' s   b u y l n g   a n d  selllng 
ra tes  f o r   t h e  U . S .  d o l l a r .  
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T e c h n l c a l   a s e l s t a n c e .  

Last A r t  IC l e  IV c o n s u l t a t   l o n  

S i n c e  1970 t h e  Fund h a s  b e e n   p r o v l d l n g  
c o n s l d e r a b l e   t e c h n i c a l   a e s i r r t a n c e  
t h r o u g h   c e n t r a l   b a n k i n g   a n d   f l s c a l  
e x p e r t a   s t a t l o n e d  I n  t h e  Y . A . R .  A t  
p r e s e n t ,   t h e   C e n t r a l  Bank of Yemen 
a n d   t h e   M l n l s t r y  of F lnance   each   has  
th ree  e x p e r t s   a s s i g n e d  by the  Fund. 
I n   a d d l t l o n ,  t h e  Fund s t a f f  prov ided  
t e c h n l c a l   a s s i s t a n c e   r e l a t e d  t o  t a x  
p o l l c y  I n  1 9 7 4 ,  a proposed  bond scheme 
in 1 9 7 7 ,  a n d   ( w l t h   t h e  IBRD) domes t l c  
r e s o u r c e   m o b l l l z a t l o n  I n  1981. 

T h e  S t a f f  Report  (SM/80/106) was 
d l s c u s s e d  by t h e  Execut ive   Board   on  
J u n e  2 5 ,  1980. Discussions were 
h e l d  by the s t a f f  In Sana'a d u r l n g  
March 2 3 - 3 1 ,  1980 

The E x e c u t l v e  Board's declslon (Declslon No 6 5 3 8 - ( 8 0 / 9 8 ) ) ,   a d o p t e d  
June  25, 1980 was as follows 

1. The Fund t a k e s  t h l s  d e c l s l o n   r e l a t l n g   t o  t h e  Yemen Arab 
R e p u b l l c ' s   e x c h a n g e  measures s u b J e c t  t o  A r t l c l e  VIII, S e c t l o n s  2 
a n d  3 ,  and  1n concluding t h e   1 9 8 0   A r t r c l e  X I V  c o n s u l t a t l o n  w l t h  
t h e  Yemen Arab R e p u b l l c ,  In t h e  l l g h t  of the 1980 A t t l c l e  I V  
c o n s u l t a t l o n  w i t h  t h e  Yemen Arab Republ lc   conducted   under  
D e c l s l o n  No. 5 3 9 2 - ( 7 7 / 6 3 ) ,  adopted  April 29, 1977 ( S u r v e l l l a n c e  
over   Exchange Rate P o l l c l e s ) .  

2 The  Fund n o t e s  w l t h  s a t ~ s f a c t l o n   t h a t   t h e  Yemen Arab 
Republ lc  contlnues t o   m a l n t a l n  an exchange system t h a t  1s free of 
r e s t r i c t i o n s   o n  poyments a n d   t r a n s f e r s   f o r   c u r r e n t   l n t e r n a t l o n a l  
t r a n s a c t  I o n s  
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Yemen Arab Republic:  Basic Data 

t e a  and  populatlon 
Area 
Res ldent  populat  Ion  (mld-1980) 
P e r   c a p i t a  GDP (1979/80) 

195,000  square  ki lometere  
7 m i l l i o n  

YRls 1,700 ($380) 

Est e Pro i . 
1977178 c 1/ 1978179 i/ 1979180 - 11 la L/ 1981 

'roduct ion  and pr Ices  
GDP 8,220  10,166  11,919 
GDP ( in   1975/76   marke t   p r ices)  5,615  5,978  6,318 * .  . 
Percentage  erowth of  r e a l  GDP (8 .3 )  (6 .5 )  ( 5 . 7 )  ( . . . I  (. ..) 
Percentage  change  In   Sana 'a  

consumer pr lce   Index  (16.7)   (21.8)   (13.6)  ( . . . I  (...) 

.. . ... .*. 

'ub 11c f 1 nance 
Revenues 
Expend1 t u r e  

D ,","iZ: 
D e f l c l t  (-1 
Exte rna l  f l nanc lng  
Domestic  bank financing 
D e f l c l t   a s  a percentage o f  GDP 

1,988 
2,417 

( 1 , 2 5 0 )  
(1 ,167)  

-4 29 
691 
-5 1 

( 5 . 2 )  

2,175 
4,465 

(1 ,847)  
(2 ,618)  
-2,290 

1,904 
38 1 

(22.5)  

2,763 3,051 3 ,911  
5,024 5,719 7,444 

(2 ,531)  (2 ,855)  (3 ,228)  
(2 ,492)  (2 ,864)  (4 ,217)  
-2,261 -2,668 -3,533 

976 1,584 1 ,330  
1,808 1,263 2,203 
(19.0) (...) (...) 

goney and c r e d l t  
(change d u r l n g  pe r lod )  

Money 
Domestlc l l q u l d l t y  (money and 

Net f o r e l g n   a s s e t s  
Net c la ims  on  Government 
Claims on nongovernment s e c t o r s  

Credit- L o  pub l i c  and  mlxed 

C r e d i t  t o   p r l v a t e   s e c t o r  
Percentage  change In domestlc 

l l q u l d l t y  
Ratlos of 

GDP t o  money 3 /  
GDP t o   d o m e s t l c   l l q u l d l t y  3/  

quas 1 money ) 

e n t e r p r l s e s  

1 ,565 1,192 1,077 54 1 .. . 
1,835 
1,914 

-5 1 
81 

1 ,378  
5 74 
38 1 
645 

1 , 240 
-1 27 

630 
1 ,  808 

882 
-176 

1,263 
649 

-2,765 
2,203 

... 

... 

(42 1 (16)  (...) 

1/ Year  ended  June 30. 
21 Estimated from t h e  1979 /80   da t a  and from p r e l l m l n a r y   f l g u r e s   f o r   t h e  slx-month 

31 Denomlnators are averages of June, December, dnd June balances. 
);mslelonal  period,  July-December  1980. 
- 
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Yemen Arab Republic:  Basic  Data  (concluded) e 

lnce of payments 
[po r t s ,  f .o .b .  
Rports, f .o.b. 

t rv l ces   (ne t )  
P lva te   t r ans fe r s   (ne t )  
E f l c l a l   t r a n s f e r s  (net) 

apl t  a1 account 
r rore  and omissions  (net)  

ercentages of 

Balance of t r ade  

Current  account 

Overall   balance 

Ct,rrent  account t o  GDP 
G 1 1  imports t o   t o t a l  Imports 

a1 reserves  (end of pe r lod l  
n months of imports 

bursed  external   debt   outs tandlng 

ercent  ages of 
(end of per iod)  

External  debt t o  GDP 
External  debt s e rv l ce  t o  GDP 
External  debt servlce  t o  

cur ren t   account   rece ip ts  

1977178 - 11 
Est. Pro 1 ,  

1978179 d 11 1979/80 - 11 1980 21  1981 
" 

7 
-80 1 
-7 94 

-69 
1,039 

101 
27 6 

76 
7 3  

- 

- 

425  

(15.1) 
( 2 . 7 )  

1,348 
7 2 0 )  

439 

(24) 
(0 .5)  

(0 .6)  

3 
-1,250 
-1,247 - 36 

312 
-138 

116 
150 
128 

(-6.1) 
( 2 . 7 )  

a3 3 
- 

- 

1,551 
(15) 

543 

(24) 
(0 .6)  

(0.9) 

7 
-1,546 
-1,539 

1,099 
112 

-329 
158 
143 
- 28 

-_ 
- 

- 
(-12.4) 

( 4 . 8 )  

1 430 L 
(11) 

592 

(22) 
( 0 . 5 )  

(0 7 )  

13 
1,708 
1,695 

-56 
1,084 

148 
-520 

2 59 
22 1 
- 39 

( . . . I  
( .  . . I  

- 

- 

-(9) 
1,284 

7 12 

(...> 
( .  . .) 
(...> 

(Xn m i l l i o n s  of U.S. d o l l a r e )  

18 
-1,845 
-1,827 

-6 7 

111 
-760 

184 
-39 

- 6 E  

- 
1,022 
" 

(...) 
.. 

a ... 
(...) 
( ..) 


