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Yemen Arab Republ 1c Bas 1c Data 

Area and popula t  ron 
Area 
Res l d e n t  p o p u l a t  Lon 
Per c a p l t a  GDP (1981) 

195,000 square kllometets 
6 6 r n l i l l o n  

YRls 2 , 0 2 5  (LlS$&SO> 

Prodbct Lon aqd p r i c e s  
GDP In c u r r e n t  p r l c e s  10,166 11,919 12,949 
GDP In c o n s t a n t  1975/76 prLces 5,988 6,318 6,635 
P e r c e n t a g e  g r o w t h  oE rea l  GDP ( 6   6 )  ( 5  5 )  ( 5  0 )  
Percentage   change  I n  Sana 'a  

r e t  a 1 1  pr Ice Index (21.8) (10 b )  (4 9) 

Pub 1 L C  f l n a n c e s  

Revenues 
Grants  

Current e x p e n d l t u r e s  
Cdp L t a1 expend 1 t ures 

Total r e v e n u e s  and g r a n t s  

Tot a1 expend  Ltures 

Overall d e f l c l t  ( -1  
E x t e r n a l   f l n a n c l n g  
Domes t i c  bank f lnanc i n g  
Star  l % t  l c a l  adJustment  
D e f l c l t  as a p e r c e n t a g e  of GDP 

Money and credrt   ( change  
durlng perlod) 

Yonev 
Dornest L C  1 l q u l d l t  y (money and 

N e t  f o r e l g n  a s s e t s  
N e t   c l a l m s  on Government 
Clalrns on nongovernment   sector  

Pub1 1c a n d  rnlxed e n t e r p t l s e s  
P r  l v a t  e s e c t  or 

l l q u l d l t y  

GDP to money 2 /  
GDP t o  d o n e s t l c  l l q u l d r l y  - 2 1  

quas L-money) 

PerLent age change  rn dornesL L C  

Ratlos of 

3,525 
(2,175) 
(1,351) 
4,465 

(2,618) 
( 1  ,bL 7 1 

-940 
5 54 
38 1 

5 
(9.2) 

1,192 

1,375 
574 
38 1 
645 
(188) 
( 4 5 6 )  

( 2 2 )  

3,215 
(2,763) 
(451 

5,024 
(2,531) 
(2,492) 
-1,810 

5 2 5  
1,808 
-523 

( 1 5 . 2 )  

1,077 

1,240 
-127 
1,808 
630 
(316) 
( 3 1 5 )  

4,799 
( 3 , 2 8 3 )  
(1,516) 
7,061 

( 3 , 2 5 3 )  
(3 ,807 1 
-2,262 

921 
2,023 
-68 I 
(17 5 )  

30 3 

7 26 

2,023 
2 94 
(264) 
(30) 

- 1,326 

"- """"""__ 
- 1/ Year ended June 39.  - 2 1  Denominators are a e g m n l n g  and end o f  perlod averagea. 
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- Y e m e t  Arab Republic: Baoic Data (concluded) 

Balance of payments 
Exports  , f . ( I .  b .  
Imports ,  f .o b .  

S e r v i c e s   ( n e t )  
P r i v a t e  t r a n s f e r s   ( n e t )  
O f f l c r a l  t r a n s f e r s  ( n e t )  

Current  account 
Nonmonetary c a p l t a l  
Commerc la1   banks   (net  1 
Errors and om~ssrons ( n e t )  

O v e r a l l   b a l a n c e  
Current d e f  rc It a s   p e r c e n t  age 

Trade  balance 

of GDP 

T o t a l  reserves (end of period) 
In  months of lmports 

D i s b u r s e d   e x t e r n a l   d e b t  out a t a n d l n g  
(end of p e r l o d l  

Externa l  debt  t o  GDP 
E x t e r n a l  d e b t  s erv lce  t o  GDP 
E x t e r n a l  debt serv ice  t o  

current account rece zpt  B 

P e r c e n t a g e s  o f  

3 
- 1 , 2 5 0  
-1 ,247  

-36 
833 
312  

-138 
116 

33 
150 
160 

( 6  1) 

- 

- 

1 , 5 5 1  
( 1 5 )  

54 3 

( 2 4 )  
( 0 . 6 )  

( 0 . 9 )  

7 - 1 ,546 
-1 ,539  

1,099 
112 

-32 9 m 
-1 19 

143 
-140 

( 1 2 . 4 )  

1 , 4 3 0  

" 

- 

(11) 

592 

(22 )  
(0.4) 

( 0 . 7 )  

10 
-1 ,758  
-1 ,738  

-5 1 
7 88 
337 

-664 
2 30 

1 
102 

-331 

( 2 3 . 1 )  

967 

- 

- 

( 7  1 

1 , 1 0 1  

( 3 8 )  
(2.4) 

( 5 . 0 )  

- 1/ Year ended  June 3 0 .  
21 Converted  at  US$1 = Y R l e  6 . 5 .  - 



I ProduLt   Lon,   Employment ,   and  Pr ices  
" " 

1 O v e r a l l   e c c n o m l c   a c t   l v l t y  

D u r l n g  t h e  e a r l y  1970s t h e  economy of t h e  Yemen Prab Repdbllc (Y.A.R.) 
b e g a n  t h e  t r a n s ~ t l o n  from a s t a g e  of development   dominated by s u b s i s t e n c e  
a g r l c u l t l l r e  and a rudimentary l n f r a s t r u c t u r e  t o  a more advanced stage 
c h a r a c t e r l z e d  b y  modern l n s t   l t u t  I o n s  end more  v igorous   economic  a c t  l v l t y .  
Econurnlc growth was s t r o n g e s t  i n  t h e   m o d e r n   s e c t o r s ,   r e f l e c t r n g   t h e  
L n f l r ~ e n c e  o f  r a p l c l l y  g r o w i n g   c a s h  incomes g e n e r a t e d  malr l ly  from workers' 
rernltt a n c e s ,  which opened new m a r k e t s  for Impor ts   and   domest  LC t r a d e   a n d  
p r o v l d e d  f u n d s  tor pr l v a t e   i n v e s t m e n t  Ln houslng, as  well as l n  a g r l -  
~ u l t ~ r e  and i n d u s t r y  The a c t ~ v l t  Les o f  the p r i v a t e  sector were augmented 
by a s h a r p  e x p a n s i o n  o f  gcve rn rnen t   deve lopmen t   expend l tu re s   du r lng   t he  
Three-Year Prograrr. and t h e  F l r s t  Flve -Year   P l an  (FFYP). DespLte t h e  
a c h l s v e m s n t s  of t h e  1970s,  however,  t h e  Y A R r ema ins   one  of t h e   w o r l d ' s  
l e a s t  developed count  r1es 

D u r l n g  the t h r e e  y e a r s  ended 1978 /79 ,  r e a l  GDP g r e b  a t  an a v e r a g e  
a n n u a l  r a t e  o E  6 7 per cent  , b u t  s l g n s  o f  w e a k e n l n g   e c o n o m i c   a c t l v l t y  
emerged ~n t h e  final y e a r  of t h l s   p e r i o d  and t h e   g r o w t h  r a t e  d e c l i n e d  
steadily from 2 p e a k  cf 8 3 p e r  cent I n   1 9 7 7 / 7 8   t o  3 p e r   c e n t   i n  1981 
( T a b l p  I >  1 /  T h l s  s l o w d o m  was malnly a u e  t o  t h e   p e r f o r m a n c e  of t h e  
nonagtlcultural s e c t a r s ,  whlch q r e w  a t  an a v e r a g e   a n n u a l  r a t e  o f  3 4 per 
c e n t  betweer, 1 9 7 7 / 7 8  and 1 9 8 1 ,  compared wlth 16 7 per c e n t   p e r  annum ln 
t h e  p r e c e d i n g  t h r e e  years  A g r l c u l t u r e ,  on t h e   o t h e r   h a n d ,   g r e w  a t  
5 0 p e r  c e n t  per annum d u r l n g  t h e  two  and o n e - h a l f  y e a r s  following I t s  
r e c o v e r y  I n  1 9 7 8 / 7 9 ,  which s t o p p e d   t h e  e a r l l e t  t r end   whereby  i t s  share  
D E  GDP had d r o p p e d  from 52 p e r  c e n t   i n  1969/70 t o  29 p e r  C e l t  I n  1977178 
( C h a r t  1 a n d  Appendix T a b l e  1 6 )  A t  an 1 1  p e r   c e n t   g r o w t h   r a t e ,   g o v e r n m e n t  
s e r v i c e s  and pub1 LC u t  11 I t  le6 , whlch Jointly accoun ted  for 1 5  per c e n t  of 
GDP, were t h e  fastest growing s e c t o r s  i n  1981,  f o l l o w e d  b y  huuslng and 
manufact Ilrlng whlch expanded b y  8 4 per c e n t  and 6 9 per c e n t  , r e s p e c t   l v e l y  

The poorer  p e r f o r m a n c e  of t h e  nonagricultural sectors s i n c e   1 9 7 8 / 7 9  
reflects t h e   t a p e r l n g  o f f  of e x p e n d l t u r e s   f l n a n c e d   b y  w o m r ( s '  r e m l t t a n c e s  
and t h e  errwrgence O F  o t h e r  ( r n a l n l y  skllled manpower) c o n s t r a l n t s  on  develop-  
ment f i e  s e c t o r s  most a f f e c t e d  have b e e n   r n a n u f a c t u r l n g ,  construction, and 
m o l e s a l e  a n d  r e t a l l  t r a d e  A€ter havlng attained 16 per c e n t   p e r  annum I n  
lhe t w o  y e a r s  ended 1979/80 ,   g rowth  o f  m a n u f a c t u r l n g   d e c l l n e d  t o  an a v e r a g e  
annual r a t e  oE 7 p e r  c e n t  o v e r  t h e  next 18 months C o n s t r u c t l o r   p e a k e d  i n  
1 9 7 8 / 7 9 ,  c o n t r a c t e d  b y  17 p e r  c e n t  ~n 1979 /80 ,   and  has  shown no growth 
since t h e n  Wholesale and retail t r a d e  has alco f l u c t u a t e d  w l d e l y  and I n  
1981 was o n l y  7 p e r  c e n t  above  ITS l e v e l  in 1S18 /79  

T f T h e  r e c e n t l y r e v l s e d  n a t l o n a l  acedun-cs s t a t i s t i c s ,  on which much of 
the d ~ s c u s s 1 o n  In t h l s  s e c t L o n  1s b a s e d ,  are b e l l e v c d  t o  be g e n e r a l l y  
t e l l a b l e ,  alrhouRh because o €  weaknesses In t h c   u n d e r l y l n g   d a t a   t h e y   m u s t  
be r ega rded  as h a v l n g  slgnlflcant margins of error .  

- - 
- 
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Tahlc 1 Yemen Arab R e p u h l ~ c  Gross Domestrc Product b y  
Economic A c t  I v l t y ,  1976/77-lpY1 

I "" " """_ 
( I n  m l l l l o n s  o f  Yemen rials 

a t  current  p r l c c s )  - 
Agriculture, f o r e s t r v ,  

and € 1 sh i n g  
Y l n l n g  and quarrying 
Manuf aL t ur lng 
Electricity and water 
Construct Lon 
Housing and business 

k'holesale and r e t a l l  trade 
T r a n s p o r t a t  ion  and 

cormaunlcat Lon 
FI nanc la1 serv lces 
O t h e r  pr  l v a t  e s e r v i c e s  
Government S e r v i c e s  
Less a c r o u n t o d  for  banklng 

s e r v i c e s  
C u s t o m  d u t  L ~ S  

s erv  Ices 

2,313 
53 
30 I 
17 

47 7 

268 
1,185 

21 5 
29 3 
143 
5 6 7  

-266 
929 

2,409 
100 
38 1 
23 
796 

350 
1,448 

308 
512 
160 
858 

-449 
1,304 

3,049 
133 
5 04 

3 8  
1 , 0 4 5  

465 
1 , 686 

37 0 
707 
226 

1,202 

-645 
1,386 

3,458 
149 
655 
66 

1 , 0 0 2  

578 
2,060 

431 
874 
273 

1,505 

-802 
1,670 

3,690 
156 
770 
89 

1,140 

552 
2,124 

483 
1,013 

298 
1,906 

-689 
1,617 

Gross domes t I C  

product 5,487 8,220  10,166 11,919 12,949 

Kea1 gross domest lc 
product L/ " 5,186 5,b15  5,988 6 , 3 1 8  6,635 

" 

Memorandum lterns 1 /  
Growth rate of GDP 5 1  6 3  6 6  5 5  3 3  
Growth rate of 

agr l c u l  t ure -8 0 -10 6 16 5 4 3  5 5  
Growth r a t e  of  non- 

a g r i c u l t u r a l  GDP 14 1 18 8 2.5 6 4  2 3  

Source Append 1x T a b l e  16 

- I/ A t  constant 1975/76 p r l c e s  
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YEMEN ARAB REPUBLIC 

SECTORAL COMPONENTS OF GROSS DOMESTIC 
PRODUCT, GROSS NATIONAL PRODUCT, AND 

TOTAL DOMESTIC EXPENDITURE 
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D u r i n g   t h e  early and  mid-1970s  the Y A . R . ' s  f l n a n c l a l  r e s o u r c e s  were 
augrnsnted by v e r y  large l n c l e a s e s  I n  t h e  n e t  I n f l o w  of f a c t o r   I n c o m e  and 
o t h e r  current transfers from the res t  of t h e   w o r l d ,  b o w e v e r ,  these t w o  
sources ,  whlch   accounted  for A 1  p e r  cent of  GNP be tween  1975/76  and 
1377/78,   dropped L O  30 p e r  cenL b y  1981 This s h a r p   d e c e l e r a t  Ion  I R  t h e  
I n f l o w  o f  net Income from a b r o a d   r e s u l t e d  In a r e v e r s a l  of t h e   t r e n d  
€rom 1969/70-1977/78,  when nonrlnal GNP grew a t  an average annual r a t e  of 
3 2  per c e n t  a s  against a g r o w t h   r a t e  o f  2 7  per cent for nomlnal  G D P .  More 
r e c e n t l y ,  hetween 1977/78  dnd 1931 t h e   g r o w t h  r a t e  o f  CDP outstripped t h a t  
of G N P ,  14 p e r  c e n t  per annum v e r s u s  8 per c e n t  p e r  a n n u m ,   r e s p e c t l v e l y  
( T a b l e  2 and Appendlx  Table  1 7 )  

The Y A R ' s  re1 l ance  oll f o r e l g n  r e s o u r c e s - - - r e m l t   t a n c e s  a s  well a s  
f o t e l g n  l o a n s  a n d   g r a n t s - - h a s   I n c r e a s e d   s ~ g n ~ f l c a n t l y   s l n c e   t h e   m i d - 1 9 7 0 4  
T o t a l  domes t l c   demand ,  whlch was 29 per c e n t   h l g h e r   t h a n  GDP ID 1 9 7 4 / 7 5 ,  
grew much f a s t e r   t h a n   e l t h e r  G D P  o r  G N P  and bv  1981 was m o r e   t h a n  6 5  p e r  
c e n t  1 1 ~ g h e r  t h a n  GDP (Appendix Table 18) Consumpt  Ion alone vas  1 2 1  p e r  
c e n t  of CDP In 1981 F r o m  1 9 7 7 / 7 8   t o   1 9 8 1   c o n s u m p t ~ o n  grew at  a n  a v e r a g e  
annudl r a t e  of 18 per c e n t  I n  nomlnal  terms,  more t h a n  twlce t h e  r a t e  o €  
g r o w t h  of GNP o v e r  the Same t ' l r e e   a n d   o n e - h a l f  y e a r s  As a r e s u l t ,  
n a t l o n a l  r a v l n g s  d e c l i n e d   a r e a d l l y  from a peak  O E  35 per c e n t  of GNP I n  
1 9 7 7 / 7 8  t o   1 3  p e r  c e n t  In  1981 

Gross domest LC lnves tmenL,  a t  45 per c e n t  of G D P  In 1981 ,  vas o v e r  
d o u b l e  I t s  share In 1975/76 T h ~ s  h l g h  r a t e  of Inves tment ,   cornblned  
w l t h  t h e  d e c l l n ~ n g  trelrd I n  n a t l o n a l  savings, l e d  L O  8 revzrsal I n  the 
Y A R 's n e t   t r a n s a c t  10~1s w l t h   t h e  rest of t h e   w a r l d  f r o m  a l a r g e  p o s l t l v e  
b a l a n c e  in 1 9 7 7 / 7 8  t o  an o v e n  l a r g e r  negat l v e  balance In   1981 (Appendlx 
T a b l e  1 9 )  The n a t l o n a l  s a v l n g s - l n v e s t m e n t   g a p   I n c r e a s e d  s h a r p l y  from 
6 p e r  c e n t  of GDP I n  1978/79 t o  2 6  per c e n t  In  1981 The r e s o u r c e  gap  
wldened  from 5 8  per cenL of 6DP In 1 9 7 6 / 7 7   t o  66 per c e n t  In 1981 

R e f l e c t  1ng the r a p l d  d e v e l o p m e n t  o f  p h y s l c a l  and soc la1 l n f r a s t r u c t  ure 
as v e l 1  a s  p o l l t l ~ a l  and a d m l n l s t r a t l v e  lnstltut~on h u l l d l n g ,   t h e  s h a r e  
o f  t h e  Government I n  t o t a l  expenditure more t han   doub led   be tween   1976 /77  
a n d  1981   and   accoun ted  for 45 per cent  o f  G D P  r n  the  l a t t e r  year Over 
t h e  same p e r l o d  t h e  Government Increased ~ t s  share  In t o t a l  consurnptlon 
f rom 10 per s e n t  to 1 9   p e r   c e n t  and ~t 9 s h a r e  I n  gross  domest L C  l nves tmen t  
from less t h a n  o n e  t h l r d  to m o r e  t h a n  one h a l E  

2 S e c t o r a l  o r l g l n  of g r o s s  d o m e s t i c  p r o d u c t  

a A g r l c u l r u r e  

Agrlcultute ~n the Y Y IS s t i l l  predominantly a subslstence 
acf ~ v l t y  h e a v i l y  dependent on d e a t h e t  c o n d l t l o n s  c h a r a c t e r i z e d  hy e r r a t l c  
rainfall ( 7 5  p e r  c e n t  o f  Lhe arab:? l a n d  IS r a l n f e d )  and recurrent d r o u g h t s  
and f l o o d s  A recent   agrLculrura1  survev l n d l c a t e d   t h a t  9 2  per c e n t  of 
l a n d   h o l d l n g s  w e r e  o f  l e s s  than flve hectares ,  w l t h  6 6  per c e n t  o f  less  
than one h e c L a r e  3 1 s  f r a g m e n t a t L o n ,   c o u p l e d  w l t h  t h e  country's rugged 
t e r r a l n ,  h a s  posed a problem for e f f o r t s  at r n e c h a n l z a t r o n  of a g r i c u l t u r e  t o  
compensate f o r  labor scarr l t l e s  Cespeczally during p l a n t l n g  end harveatlng 
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s e a s o n s )   c a u s c d  b y  t h e  e m i g r a t i o n  of Yemeni workers t o  n e l g h b o r r n g  
colJntrLes I n   a d d l t l o n ,   t h e   m o d e r n l z a t l o n   a n d   t r a n s f o r m a t l o n  of a g r i -  
c u l t u r a l   a c t l v l t y   h a v e  been h lndc . ed   by   t he   i nadequacy  of complementary  
i n f r a s t r u c t u r e ,   f l n a n c r n g ,   a n d   e k l l l e d   a d r n i n l s t r a t l v e   a n d  technical 
manpower, as w e l l  as by a l ack   o f   modern   l npu t r r   and  poor p r o d u c t i o n  
t e c h n l q u e s .  As a r e s u l t ,   t h e   p r o d u c t   l v i t y   o f   t h e   a g r l c u l t u r a l   s e c t o r  
remalns r e l a t  l v e l y  low 

I n  1981 c r o p s   a c c o u n t e d  for a b o u t  7 1  per c e n t   o f  the t o t a l  v a l u e  of 
a g r l c u l t u r a l   p r o d u c t  ion,  w l t h   a b o u t  24 per cen t   comlng  from l i v e s t o c k  
a n d   p o u l t r y ,  3 per c e n t  from f l s h e r l e s ,   a n d  the r e m a i n d e r  from f o r e s t r y .  
There  are  two main r a i n y   s e a s o n s ,  March-May and  July-September .   Sorghum 
and m l l l e t   d e p e n d  on t h e  f l r s t  l i g h t   r a i n y   s e a s o n ,  vhile wheat a n d   b a r l e y  
r e l y  on t h e   h e a v y  rains of t h e   s e c o n d   s e a s o n .  In t h e   h i g h l a n d   t e m p e r a t e  
zone ,  p o t a t o e s ,  grapes ,  a n d   d e c i d u o u s   f r u i t s  are grown. V a r l o u e  legumes 
such  a s  beans  a n d   p u l s e s  are p l a n t e d   t h r o u g h o u t  most of t h e  c o u n t r y .  In 
t h e  q u b t r o p l c a l  c l l m a t c  and r e l a t i v e l y   a m p l e   r a l n f a l l  o f  t h e   s o u t h e r n  
u p l a n d s ,  a l a r g e  v a r l e t y  of f r u l t s  a n d   v e g e t a b l e s  are c u l t l v e t e d .  On t h e  
Tlharna P l a l n ,   w l t h  Its w a r m  t t o p l c a l   c l i m a t e   a n d   B c a n t   r a l n f a l l ,  millet  
IS t h e   m a i n   d r y l a n d   c r o p   a n d   l r r l g a t e d   p r o d u c t s   i n c l u d e   c o t t o n ,   t o b a c c a ,  
sesame, and vegetables 

The low r a t e s  of g r o w t h   o f   t h e   a g r i c u l t u r a l  sec tor  Ln t h e  1 9 7 0 s  
falled to meet t h e  u p s u r g e  ~n demand €or f o o d   t h a t   r e s u l t e d   f r o m   t h e   s h a r p  
r ~ q e  In p e r s o n a l   d l s p o s a b l e   I n c o m e .  T h ~ s ,  c o n c u r r e n t  w l t h  t i g h t e n i n g  
l a b o r  markets and I n c r e a s i n g   l a b o r   c o s t s ,   p u t   u p w a r d   p r e e e u r e   o n   t h e  
p r l c c s  of  dornest l c a l l y   p r o d u c e d   a g r l c u l t u r a l   p r o d u c t s .  In t h e  l a t t e r  h a l f  
of t h e  decade a g r l c u l t u r a l   p r o d u c t i o n   f l u c t u a t e d   w i d e l y ,   r e c o v e r ~ n g  from 
the declines o f  1 9 7 6 / 7 7  and 1 9 7 7 / 7 8  I n   t h e   e u b s e q u e n t  two y e a r s ;   o v e r a l l ,  
b e t w e e n  1 9 7 5 / 7 6  a n d   1 9 8 1   a g r l c u l t u r e  grew by 1 5 p e r  cent per annum while 
n o n a g r l c u l t u r a l  G D P  expanded  a t  an  average a n n u a l   r a t e  of 8 p e r  c e n t .  

R e c e n t l y  r e v i s e d   p r o d u c t  I o n  es t  lmates €or maJor c r o p s  are  given I n  
T a b l e  3 S l g n l f r c a n t   s h i f t s  In t h e  c r o p p l n g   p a t t e r n   o v e r   t h e   p e r l o d  
1 9 7 5 / 7 6 - 1 9 5 1  i n c l u d e  an e x p a n s i o n   i n  the area p l a n t e d  t o  f r u l t e   a n d  
vegetables and a d e c r e a s e  I n  the area d e v o t e d  t o  c e r e a l s   a n d   c o t t o n .  
There  w a s  a s l t a b l e   l n c r e a s e   I n   m a r g l n a l   l a n d s   l e f t   f a l l o w  which p a r t l y  
e x p l a l n s  some oE t h e   o b s e r v e d   h l g h e r   y l e l d s .  Some o f  the area6 t a k e n  
ou t  of F r o d u c t  l o n  of  other c r o p s ,   h o w e d e r ,  may h a v e   b e e n   a l l o c a t e d  t o  

t h a t  h a s  l r r i r e a s e d  both l e e  area a n d   y i e l d   c o n s i s t e n t l y  since 1975/76.  
Wheat, w h i c h  1 s  r a p i d l y  r e p l a c l n g   s o r g h u m  a s  t h e  main f o o d g r a l n ,   e x p a n d e d  
I L S  area and y l e l d  I n  1981 ,   bu t   sus t a ined   ou tpu t   g rowth   has   been   hampered  
by r l s l n g  h a r v e s t i n g   c o s t s   a n d   t h e   a v a l l a b l l l t y  of cheaper I m p o r t e .  
Because of good w e a t h e r ,  t h e   p r o d u c t  ion of most o t h e r  cropa lmproved Ln 
1979/80 and ~n 1981 

qat  M a l z e ,  whlch s e r v e s  as a f o o d g r a l n   a n d   f o d d e r ,  18 t h e   o n l y   c r o p  

P r o d u c t t o n  of c o t t o n ,  w h ~ c h  ueed t o  be the Y . A . R . ' a  main e x p o r t  
comnod l ty ,  peaked In 1 9 7 4 / 7 5  a t  2 7 , 0 0 0  t o n s  and then d e c l m e d  eharply to 
less t h a n  3,009 t o n s  ~n 1979180. T h ~ s  a d v e r s e  trend r e s u l t e d  from e e v c r a l  
f a c t o r s  including a c h a n g e  in r e l a t l v e  prlees  which caused farmera to  
shift to v e g e t a b l e s ,   o i l s e e d s ,   a n d  rnarze, increased wage c o s t a  , rhortagee 
of c o t t o n  p l c k e r s ,  and Ehe s u e p e n e l o n  of eube id ieed  government credi ts .  
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Table 2 .  Yemen Arab Republic' National Dispoooblc Income 
and Gross NaL i a n a l  Product,  1976/77-1981 

(In  millionr of Yemen r i a l r  at  current pr iccr)  

PPOU . 
1976/77  1977/76  1978179 1979/80 

Domestic factor xncome 5,335 5 , 555 0 ,328  9,661 10 , 576 
Vet i n f l o w  O F  factor income 

end other current trans fete 
from rest of world 4,404 5,714  5,679 6 ,182   5 ,516  

Indlrect taxcos less s u b s l d l e e  1,019  1,471  1,593 1,967 2,050 

NaLlonal d l s p o s a h l e  
Income 10,838 13,740 15,600  17,810 18,142 

Gross natlonal eavings  2,515 4,846 3,609 3,466 2,465 
Pr lvat e consumpt ion 7,462 7,652 10,205 12,154 12,707 
Government consurnpt Lon 861 1,242 1,786 2,190 2,970 
S a - , ~ t a l  tonsumpt Lon a1 lowance 133 194 24 5 291 323 

Gross nat l o n a l  
product L/ 10,971 13,934 15,845  18,101 18,465 

Yemorandum I t  ems 
Groas domestic Investment 1,391 3 , 567 4,475  5 ,237 5,778 
Nat m n z l  eavlnge-inveetment 

gap 1,124  1,279 -591 -1 ,771 -3,313 

Sources Appendlx Tables 17 and 18. 

11 AdJusted to Include other current transfers from rest o f  world 
(mzstly composed of remittance8 from Yemen18 worklng abroad for more  than 
one year). 
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I n  < ~ n  e f f o r t  t o  r e u ~ v +  Lhe d o m e s t l r  t e x t ~ l e  I n d u s t r y ,  t h e  Genera l  Cot ton  
(ompanv ( G X  1 h a s   l a  Ynched a r e h a b 1 1  L t  a t  Lon program aimed at lncreas i n g  
c o t t o n  o u t p u t  ti, 3 C , , I O O  t o n s  b y  1986 The GCC l n t r o d u c e d  a package  o f  
lncrr l t  L V ~ S  d e s l g n e d  to make c o t t o n   p r o d u c t  I o n  more rernunetatlve t o  farmers, 
and a s  a r e s u l t  t h e  a r e a  p l a n t e d  to  c o t t o n  expanded by o v e r  t h r e e  q u a r t e t s  
ln 1991 and OlJtput ~ n c r e a s e d  t o  5 , 0 0 0  t o n s .  

Qat I w h ~ c h  1 s  R pLant whose leaves a c t  as a mild   s t l rnu lan t   when  
chewed, h a s  become an L n c r e a s l n g l y   I m p o r t a n t   c a s h  c r o p  I n  t h e  Y . A . R .  
Although no s y s t e m a t  I C  d a t a  are c o l l e c t e d   o n  L t s  c u l t l v a t l o n ,   t h e  Mlnls try  
o f  Agriculture has r e c e n t l y   e s t l r n a t e d   t h a t  d ) , O O C - 4 5 , 0 0 0  h e c t a r e s  a r e  
d y v a t e d  L O  qat Production h a s  expanded r a p l d l y   I n   r e s p o n s e  t o  h l g h  
demand and r s c a l a t  lnp, p r l c e q ,  which h a v e   r l s e n  s e v e r a l E o l d  in r e c e n t  
y t ' a r s  ~ P C  a u s r  o f  ~ t s  low p r o d u c t l o n  c o s t s  a n n  labor  r e q u ~ r e r n e n t s ,   q a t  
t e n d s  t o  be more p r o f ~ t a b l e  than most a l t e r n a t l v e  c r o p s ,  and i t s  h i g h  
retlrrns have  s l g n l f l c a n t l y   b o l s t e r e d   a g r l c u l t u r a l  incomes 

Est 1rnaLzs based  on reglonal s u r v e y s   a n d   v a c c l n a t l o n  r e c o r d b  l n d ~ c a t e  
t h a t  t h e r e  h a s  b c r n  some i n c r e a s e   1 n   t h e  numSer o f  c a t t l e ,   s h e e p ,   a n a  
goat 5 o v e r  L I - I ~  p a s t  two years  (Appendix Table 20) The number of c a t t l e ,  
l l o w e v e r ,  s t111  f a l l s   s h o r t  of ~ t s  1 9 7 5  l e v e l ,  and t h e r e  has a l s o  been a 
d e ~ l l n e  ~ r l  t h e  n u m b e r  d €  camels The l a c k  o f  grazing f a c l l l t  le6 a n d   t h e  
inadequacy uL d l s e a s e  c o n t r o l  r ema in  t h e  m a l o r   o b s t a c l e s   t o   t h e   e x p a n s L o n  
o f  l ~ v e . ; t o ~ G  p r o d ~ c t ~ o n  Poultry o u t p u t  has ~ n c t e a s e d   r a p l d l y  i n  r e c e n t  
v e a r s  as r e s u l t  o f  t h e  r n t r o d u c t l a n  o f  commercial p r o d u c t l o n   m e t h o d s  
R e f l e c t i n g  t b c  s t r o n g  demand €o r  d o m e s t l c a l l y   p r o d u c e d   l i v e s t o c k   a n d  
p o u l t r v ,  t h e y  f e t c h  p r ~ c e s   t h a t  a r e  A S  m u c h  as two  and  one-half  t imes 
t h o s e  o f  f r o t e n  I m p o r t s  The e s t l m a t e d   f r s h  catch grew by  8 per c e n t   I n  
L981, c o n t l n u l n g  t \ e  steady upward t r e n d  I t  h a s  shown since 1 9 7 5 / 7 6  

3 u r l n g  t h e  FFYP p r r ~ o d  a number o f  ma)or a g r l c u l t u r a l   d e v e l o p m e n t  
p r o j e c t s  w e r e  comple t ed  or n e a r l y   c o m p l e t e d ,  such a s  t h e  Wad1 Zabld  
p r ~ ; e ~ t ,  t h e   ~ o n s r r u c t ~ o n  of a 2 0 , 0 0 0 - t o n   p o r t  s l l o ,  and s e v e r a l   p r o l c c t s  
Ln t h e  T ~ h a m a  a r e a  In 1981 t h e  G o v e r n m e n t  b e g a n   l m p l e m e n t a t l o n  of the 
s e c o n d  p h a s e  o f  t h e  S o u t h e r n   U p l a n d s   R u r a l   D e v e l o p m e n t   P r o J e c t ,   w h l c h  1s 
p l a n n e d  t o  b e n e f l t  8 6 , O r ) O  h e c t a r e s  In t h e  Ibb and T a l z  G o v e r n o r a t e s .  T h l s  
1 s  a c o n t   nua at 101-1 n f  t h e  flrst r u r a l  d e v e l o p m e n t   p r o ~ e c t  In t he  Y A R 
( 1 9 7 6 - 8 0 1 ,  whlch seeks t o  p r o v l d e  I n t e g r a t e d   e x t e n s ~ o n ,  s o c l a l ,  a n d   h e a l t h  
s e r v l c p s ,  w a t e r  supplies, farm r o a d s ,  r e s e a r c h   c e n t e r s ,  and management 
and e n g l n e e r  rrlg s e r v ~ ~ e ~ ,  as  w e l l  as t o  c o o r d l n a t e   t h e  r o l e s  of t h e  
Ylnl5ttV o f  Agriculture a n d   t h e   A g r ~ c u l t u r a L   C o o p e r a t l v e   C r e d l t  Bank In 
sc lppLy lng  modern p r o d u c t i o n  i n p u t s  Gross fixed c a p ~ t a l  formatlon In 
a q r l r u l t u r e  a c c o u n t e d  for over 7 p e r  c e n t  o f  t h e  t o t a l   d u r l n g   t h e  FFYP 
I luwever ,  t h e  ~ m n r d ~ a t e  o u t p u t  effect o €  t h l s  lnvestment w a s  l ~ m i t e d  
because o f  I t s  concentration on l q f r a s t r u c t u r e   a n d   s e r v l c e s ,   w h l c h  y l e l d  
'chelr  Benefits o n l y  ~ l v e r  t l m e  The Second Five-Year P l a n  (SFYP) p l a c e s  
nore ernphasls o n  dlrectly Increasing s o w o d l t y   p r o d u c t  L o n .  
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b Lndus t ry - 
The Y A R ' s  l n d u s t r l a l  base 1 s  v e r y  e r n a l l .   I n  1981 m a n u f a c t u r i n g  

a c c o u n t e d   f o r  6 p e r   c e n t  o f  G D P  and m i n i n g   a n d   q u a r r y i n g   f o r  1 per c e n t ,  
a n d   t h e y   ~ o l n t l y   e m p l o y e d  somewhat l ess  t h a n  5 per  cent  of t h e  t o t a l  
l a b o r   f o r c e .  I n  t h e  1 9 6 0 s   t h e   ~ n d u e t r ~ a l  s ec to r  was l l r n l t c d  t o  t t a d l t i o n a l  
and a r t   l s a n   a c t  ~ V I C  l e s ,  but b y  1 9 7 5  a n   i n d u s t r i a l  survey shoved  that :  there  
had been c o q s i d e r a h l e   e x p a n s l o n  I n  modern   manufac tur ing   such  as t e x t i l e s ,  
s o f t  drinks, c o t t o n s e e d  o ~ l  pressing, aluminum  s tamping,   and cement Over 
5 0  e s t a b l i s h m e n t s   ( e m p l o y i n g   t e n   w o r k e r s  o r  more)  were engaged 1n producing 
slmp'e consumer  goods and b u l l d l n g   m a t e r i a l s .   S i n c e   1 9 7 5   f r a g m e n t a r y  
e v i d e n c e   p o l n t s  i o  a s l g n i f r c a n t   1 n c r e a q e  in t h e  number of p r o J e c t s   u n d e r -  
t a k e n  b y  the p r i v a t e   s e c t o r ,   a n d   o v e r   t h e  FFYP p e r l o d   m a n u f a c t u r i n g  grew 
b y  an  a v e r a g e  annrlal r a t e  o f  a l m o s t  1 2  per  c e n t  

Most m a n u f a c t u r l n g   p r o d u c t  Lon 1 s  o f  t h e   i m p o r t - s u b s t l t u t l n g   t y p e ,  
w l t h   o n l y  smal l  amounts o f  a f e w  l t e m s  such  as b l s c u ~ t s ,  s a l t ,  a n d   d a l r y  
p r o d u c t s   b e i n g  e x p o r t e d  E s t r m a t e s  o f  t h e   o u t p u t  o f  m a J o r   l n d u s t r l a l  
products a r e  g i v e n  ln Appencilx T a b l e  2 1  

T h e   f o o d   p r o c e s s i n g   a n d   b e v e r a g e s   s u b s e c t o r  1s t h e   d o r n l n a n t   l n d u s t r l a l  
a c t l v r t y ,   a c c o u n t i n g  f o r  a b o u t  4 5  per  c e n t  of t o t a l   l r l d u s t r l a l   v a l u e  added 
P r e l l r n l n a r y  r e s u l t s  of t h e  1980 l n d u s t r l a l   s u r v e y   l n d l c a c e   t h a t   t h e  
b u l l d i n g   m a t e r i a l s ,   c h - n i c a l s ,   a n d   m e t a l   p r o c e s s i n g   s u b s e c t o r s  contributed 
2 2  p e r  c e n t ,  11 p e r  c e n t ,   a n d  9 p e r   c e n t  o f  t o t a i   l i i d U s t r ~ a l   v a l u e   a d d e d ,  
r e s p e c t i v e l y  Tbe c h e m i c a l s   s u b s e c t o r  has shown t h e   f a s t e s t   g r o w t h  r a t e ,  
I n  par1  because r t  s t a r t e d  from a v e r y  low base of 3 p e r  c e n t  of t o t a l  
l n d u s t r i a l  v a l u e  added ln 1 9 7 5  Thrs  s u b s e c t o r  1s st111 i n   a n  e a r l y  s t a g e  
o €  development a n d  i t s  a c t i v i t i e s   m o s t l y   i n v o l v e   l a s t - s t a g e   t r a n s f o r m a t L o n  
and packaging 

T h e  p r l n c l p a l   d o m e s t i c   r e s o u r c e - b a s e d   a c t l v l t l e s  are  t h e   h u l l d i n g  
m a t e r i a l s ,   t e x t l l e s ,   a n d   h l d e   p r o c e s s i n g   l n d u s t r l e s   E x p a n s i o n  o f  t h e  
b u l l d i n g  m a t e r i a l s   I n d u s t r y  was f o s t e r e d  b y  the  r e c e n t   c o n s t r u c t l o n  

)om Several small-  t o  medlurn-s l z e d  p r  l v a t e  enterprises p r o d u c e   r e d  
b r i c k s ,  ready-made c o n c r e t e ,   c o n c r e t e   b l o r k s ,   g ~ p s u m   p l a s t e r ,  floor 
t I ~ P S ,  and v a r l o u s  t y p e s  o f  s t o n e  b l o c k s  and s l a b s  Cement p roduc t  Lon 
1s undertaken b y  the   government -owned  Bel l1   p lan t  which meets 10 p e r   c e n t  
of t h e   c o u n t r y ' s   r e q u i r e m e n t s .  I t s  a n n u a l   c a p a c ~ t y  1s b e i n g   I n c r e a s e d  
f r o m  80,000 t o n s  t o  300,000 t o n s ,   a n d  i n  a d d l t l o n ,  a 500,000 t o n   p e r  
y e a r  p l a n t  1s n e a r l n g  c o m p l e t l o n   i n  Amrdn a n d   a n o t h e r  of e q u a l   c a p a c l t y  
IS planned  For Mafrak As a r e s u l t  o f  t he  r e c e n t   d e c l l n e  in c o t t o n  
production, the t w o  government-owned  text  ile mills h a v e   b e e n   o p e r a t i n g  a t  
below capaclty 

An I m p o r t a n t   f a c t o r   b e h l n d   t h e   l n c r e a s e  in p r l v a t e   i n v e s t m e n t   i n  
l n d u s t r y   r n   r e c e n t  years h a s  been  t h e  Investment Law of 1 9 7 5 ,  which 
offers d u t y   e x e m p t l e n s  and r e d u c t l c a s  on i m p o r t s  of c a p i t a l   g o o d s  and 
raw rnater la ls ,  proflts t a x  holidays, and complete freedom of  c a p l t a l   a n d  
p r o f l t s  r e p a t r l a t l o n .  T h ~ s  l a w  a p p l i e s   t o   d o r n e s t r c  as w e l l  as fore lgn 
Investors and ha6 l n d u c e d  an expanded i n f l o w  of forelgn pr lvate  r n v e s t m e n t ,  
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c s p e c  l a1  ly from ne   lghbor   Ing  o 1 1  ptoduc i n s  c o u n t  r l e e  Essent lally , 
t h e s e  l n c e n t r v e s  are granted  t o  ell Llcensed  prcajecte,  and lnvemtmnnt 
l l c e n s e s  I n  t u r n  have  been liberally approved by the M r n i s t r y  o €  
Economy a n d   I n d u s t r y   I n  a d d l t l o n ,  t h e   I n d u s t r i a l  Bank o l  Yomen (IBY) 
p r o v l d e s  f i n a n c i n g  Eor l n d u s t r l a l  projec t s  a t  t e l a t l v e l y  low I n t e r e s t  
r a t e s   ( S e c t   I o n  I V ,  s u b s e c t  Lon 4) Recent   measures  t o  f u r t h e r   p r o m o t e  
l n d u e t r l a l   d e v e l o p m e n t   i n c l u d e   a t r e n g t h e n l n g   t h e  LBY, e s t a b l l s h l n g  
I n d u s t r i a l   e s t a t e s  Ln t h e   t h r e e   m a l n   c l t ~ e s  of  S a n a ' a ,   T a l t ,   a n d   H o d e l d a h ,  
a n d   e n t e r l n g   I n t o  s eve ra l  bilateral and r e g l o n a l  agreements g u a r a r l t e e l n q  
f o r e i g n   I n v e s t m e n t  4 a g a ~ n s t   a r b l t t a r y  a c t  l o n  The malor o b s t a c l e s  
c o n f r o n t i n g   t h e  Industrial s e c t o r  a r e  h i g h  wage rates and shortages  O E  
skllled L a b o r e r s ,   t e c h n l c l a n q ,  and manager s ,   excess lve   dependence  on 
i m p o r t e d  raw m a t e r l a l s  and f u e l ,  c o m p e t   I t l o n  from i m p o r t s   a n d   t h e   s m a l l  
s ~ z e  o f  the domest I C  market, and I n a d e q u a t e   I n f r a s t r u c t u r e  along w l t h  
t h e   l l r n l t e d  endowment of n a t u r a l  r e s o u r c e s  t o  s u p p o r t   r e s o u r c e - b a s e d  
manufacturing There 1 s  v e r y  l i t t l e  scope for p r o v l d r n g   p r o t e c t i o n  from 
Impor ts  a s  t h e  extensive and open b o r d e r   t r a d e   c a n n o t  be e f f e c t l v e l y  
c o n t r o l l e d  Under  t h e  SFYP t h e   I n t e n t i o n  19 t o  e x p a n d   h e a v l e r   I n d u s t  r l e s ,  
such a s   c e m e n t ,  iron b a t s ,   m a r b l e  quarrying, a n d   o t h e r   b u l l d l n g  mater la ls  
P r o J e c t   s e l e c t l o n  1s t o   e r n p h a s l z e   u t l l l z a t  Lon of e x l s t l n g   p r o d u c t l v e  
c a p a c   l t y ,   i m p o r t   s u b s t  I t  ut  on, e x p l o l t  at  Lon of d o m e s t   1 c   r e s o u r c e s ,  and 
a t t r a c t l o n  of f o r e l g n  and p r i v a t e   l n v r s t o r s .  

C C o n s t r u c t  ion 

N a t l o n a l   a c c o u n t s   d a t a   l n d l c a t e   t h a t ,   f o l l o w l n g  a t h r e e - y e a r  
c o n s t r t l c t l o n  boom d u r l n g   w h i c h   t h e   s e c t o r  grew a t  a n  average a n n u a l  
r a t e  of 4 1  p e r  c e n t ,  the I n c r e a s e  in real v a l u e   a d d e d   I n   c o n s t r u c t l o n  
slowed down t o  14  per c e n t  In 1978/79 More r e c e n t l y ,   c o n s t r u c t l o n  
a c t l v l t y  has s t a g n a t e d ,  wlth no growth In t h e  18-month p e r l o d  ended 1981 
cornlng a f t e r  a d r o p  of  1 7  p e r  c e n t  In 1979/89  Thls downturn r e f l e c t s  
t h e  cornblned e f f e c t s  o f  s e v e r a l   f a c t o r s ,   l n c l u d l n g  the cornplet Lon of a 
n u m b e r  of rnaJor roads and  government  bulldlngs and the s low  Implementa t  Lon 
of p u b l l c   s e c t o r   c o n s t r u c t l o n   p r o ~ e c t s   l n c l u d e d   I n   t h e  FFYP, t h e  t a p e r l n g  
of€ of p r l v a t e   i n v e s t m e n t  Ln h o u s ~ n g  d u e   t o   t h e   d e c l l n e   I n   r e m i t t a n c e s ,  
and the reduced l eve l  o f  a c t l v l t y  In t h e  rest o f  t h e  economy The v a l u e  
a d d e d  flgures, however, are b a s e d  on the  number o f   r e s l d e n t l a l   c o n s t r u c t  Lon 
llcenses l s s u e d  w h l c h  a r e  very l l m l t e d  L n  c o v e r a g e   a n d ,   b e c a u s e  of  t h e  t Lme 
l a g s  . n v o l v e d ,  a r e  not a good I n d i c a t o r  of o v e r a l l   c o n s t r u c t l o n  a c t l v ~ t y  
T a b l e  4 shows t ha t   rhe   number  of r e s i d e n t  la1 c o n s t r u c t l o n  l l c e n s e s  
I n c r e a s e d  by 2 p e r   c e n t  In 1981 but   re rna lned   be low  the  1979  l e v e l  T h r s ,  
t o g e t h e r   w l t h  the r e d u c t  t o n  I n  floor s p a c e ,  l n d l c a t e s   t h a t   t h e   c o n s t r u c t  ion 
s e c t o r  w a s  s t a g n a n t  d u r l n g  1981,  a l t h o u g h   t h e   g r o w t h  of t h e  sawe two rnd l -  
c a t o r s  For Sana'a may r e f l e c t  s i g n s  o f  r e c o v e r y .  There 1 s  no r e l l a b l e  
Lnformat lon   about  b u l l d i n g  a c t l v l t y  II-I r u r a l  areas since 1Lcenses are 
n o t   r e q u r r e d   a n d  t h l s  a c t l v l t y  1 s  n o t  c a p t u r e d   I n  the e s t l m a t e s  of v a l u e  
added  In c o n s t r u c t  Lon ConstructLon a c t I v 1 t y  ~n n o n t e s l d e n t l a l  p u b l l e  
s e c t u r   b u l l d l n g s  1 s  also n o t   f u l l y  reflecred. 
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T a b l e  4. Yemen Arab Republic: b e i d e n t i 8 1  
ConstructLon  LL:eneee,  1976-81 

Area Covered 
Number of L i c e n e c s  ( I n  t housand  square metera) 

Main c i t   i e s  - 1/ Sana ' a Main c i t i e e  1/ Sana ' a - 
1976 
1977 
1978 
1979 
1980 
1981 

3 ,744  
4 , 1 4 7  
5 , 1 8 5  
4,450 
4 , 3 3 5  
4 , 4 1 8  

1,598 1,170 
2 ,423   1 ,240  
2,862 1 , 598 
2 , 1 7 2  1,488 
1 ,674   1 ,417  
2,362 1,196 

552 
785 
994 
829 
570 
7 5 3  

Source C e n t r a l  P l a n n l n g   O r g a n l z a t   i o n .  

- I /  Sana ' a ,   Hode ldah ,  Talz, and Ibb. 

Some maJor c o n s t t a l n t s   f a c i n g   t h e   c o n e t r u c t i o n   s e c t o r  are l a b o r  
s h o r t a g e s ,  the h l g h  c o s t  of c o n s t r u c t l o n  materlals,  t h e   i n a d e q u a c y  of 
e l e c t r ~ c l t y  a n d   w a t e r   s u p p l l e s ,   a n d   h i g h   l n t e r e e t   r a t e s .  To ease the 
labor problem,  the Government has p e r r n l t t e d   p a c k a g e   b u l l d m g   c o n t r a c t s  
whlch a l l o w   t h e   r e c r u l t m e n t  of w o r k e r s   a b r o a d ,   a l t h o u g h   t h i s   p r a c t i c e  
has  d e c r e a s e d  o f  l a t e  as t h e  supply of Yemen1 v o r k e r e   h a e   s t a b i l l z e d .  

d .  S e r v i c e s  

More t h a n  one f o u r t h  of the tot81 v a l u e   a d d e d  In e e t v x c e s  le p r o v i d e d  
by the g o v e r n m e n t   s e c t o r ,   r n a l n l y   i n   t h e  form o f   d e f e n s e ,   g e n e r a l   a d m i n i s -  
t r a t  Lon, hea! t h ,  and e d u c a t i o n   s e r v i c e s .  Real va lue   added   i n   gove rnmen t  
s e r v l c e s  grew b y  10 p e r  c e n t  per annum d u r l n g  the FFYP and as a r e e u l t ,  
ralsed I ts  share In GDP from 10 p e r   c e n t  In 1 9 7 5 / 7 6   t o  13 p e r   c e n t  in 
1980/81.  The f a s t e s t   g r o w i n g   s e c t o r   d u r l n g   t h l e  perlod was f i n a n c i a l  
s e r v l c e s ,  r e f l e c t   I n g  t h e  l a r g e   I n f l o w s   o f   r e m ~ t t a n c e s   a n d   t h e   e x p a n d e d  
a c t l v L t l e e   o f  p r l v a t e  money c h a n g e r s ,  as w e l l  a 8   t h e   r a p l d   d e v e l o p m e n t  
of t h e  commercial banking  s y s t e m  Flnanclal  s e r v i c e s   l n c r e a e e d   t h e i r  
share i n  GDP from 3 p e r   c e n t  In 1 9 7 5 / 7 6  t o  7 per c e n t  i n  1980/81.   Value 
added L I wholesale and re ta l l  t r a d e   h a s   f l u c t u a t e d   w l d e l y   d e p e n d l n g  on 
the l e v e l  of  imports and on r e r n l t t a n c e s  f r o m  Yemenls working abroad. 
O v e r a l l ,   t h e  share of s e r v i c e s  in GDP rose  from 2 0  p e r   c e n t  In 1975/76 
t o  2 6  per c e n t  In 1980/81.  
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3 Employment,  Wages,  and prices  

a Employment  and wages 

The Y.A.R.'s economy h a 8   t r a d l t l o n a l l y  been c h a r a c t e r i z e d  by a high 
popu la t  Lon growth r a t e ,  s u b s t  a n t  i a l  underemployment ,   and   concent ra t  ion 
of the l a b o r   f o r c e  In t h e  a g r i c u l t u r a l   s e c t o r .  Thrm h a s   m l t i g a t e d   t h e  
Impact on a g r i c u l t u r e  of t h e   m a s s i v e  o u t f l o w   o f  labor t o  urban area8 
and t o   n e ~ g h b o r l n g  c o d n t r l c s  The 1975 c e n s u s   e s t i m a t e d   t h e   r e s i d e n t  
p o p u l a t ~ r 3 n   a t  5 . 3  r u l l l l o n  a n d   t h e   p o p u l a t l o n   o u t e l d e   t h e   c o u n t r y  a t  
1 2 m l l l  Ion  E s t  l m a t  es  b a s e d  on t h e   1 9 8 0   c e n s u s   p u t   t h e   r e s i d e n t  popu- 
l a t l o n  a t  be tween 5 m l l l l o n   a n d  7 m i l l i o n   T h e r e  are  no t e l l a b l e   d a t a  
on Y e r n c n ~ s  r e s l d r n g  a b r o a d ,   a l t h o u g h   t h e y   a r e   b e l r e v e d  t o  ?umber more 
t h a n  1 m ~ l l l o n ,   a b o u t  two t h l r d s  of whom a r e  in Saud i   Arab la  where t h e y  
are employed m o s t l y  ~n t h e   c o n s t r u c t L o n  and e e r v l c e e  eectara. The number 
o f  emigrant workers a p p e a r s  t o  have   peaked  some tune I n  1979 o r  1980 
and then d e c l l n e d  r e E l e c t L n g  a s l a c k e n l n g  of demand ( p a r t ~ c u l a r l y  for 
u n s k ~ l l e d  workers) i n  t h e   G u l f   r e g l o n  cornblned w l t h  unproved  employment 
o p p o r t u n l t  l e s  a t  home 

I n  1 9 7 5  t h e   l a b o r   f o r c e  was about  2 5  p e r   c e n t  of t h e  t o t a l  r e s i d e n t  
p o p u l a t   I o n ,  w i t h  the r a t  lo of female p a r t   l c l p a t   l o n   a p p r o x l m a t e l y  6 per 
c e n t  Recent  employment s t a t  ~ s t l c s   l n d l c a t e  a d e c l l n e  In a g r l c u l t u r a l  
employment f r o m  7 5  p e r  c e n t  of t h e   t o t a l   i n  1 9 7 5 / 7 6  t o   6 9   p e r   c e n t  In 
1980/81 The growth  of  employment  In t h e  n o n a g r l c u l t u r a l  sectors h a s  
been h l g h e s t  I n  s e r v ~ c e s  (especially g o v e r n m e n t   e e r v l c e s ) ,   c o n e t r u c t i o n ,  
and manu f a c  t u r   l n g  

Comptehenslve d a t a  on wage r a t e s   I n   t h e   p r l v a t e   s e c t o r  are n o t  
a v a l l a b l c ,   b u t   t h e  S l O W d 0 ~ n  I n   e m l g t a t l o n   a n d   s u b s e q u e n t   a l l e v i a t i o n  of 
the Labor s h o r t a g e  may h a v e   h e l p e d   t o   s t a b l l l z e  - 8  d u r l n g  1980 and 
1981 According t o  nat lonal a c c o u n t s  s t a t  1st I C s ,  ,ompensat l o n  of  employees 
In t h e  aggrega le  l n r r e a s e d  by  12 pet c c n t  o v e r   t h e   1 8  months ended  1981,  
c o n t i n u i n g  the deceleratlon t h a t   h a s   o c c u r r e d  In r e c e n t  years The sharp 
r l s e  In wages d u r l n g  t h e   m ~ d - 1 9 7 0 s  reflected slmllar I n c r e a s e s   t h a t  wer2 
t a k i n g  p l a c e   i n   n e l g h b o r l n g   c o u n t r l e s  The G o v e r n m e n t ' s   l + b e r a l   p o l l c y  
toward t h e  employment of Forelgn n a t  l o n a l s  has c o n t   I n u e d ,   a l t h o u g h  there 
are  s l g n s  o f  t h l s  p o l l c y  b e l n g  tightened f o r  some c a t e g o r l e s  of labor.  
D e s p l t e  t h e  large  Increases  In p u b l l c  s e c t o r  wages and s a l a r i e s  ln 1979 
and 1982,  p u b l l c   s e c t c i r  employees r e c e l v e ,  on a v e r a g e ,  lower r e m u n e r a t l o n  
than t h e i r  p r l v a t e  sector c o u n t e r p a r t s .  

The Y A R s u f f e r s   f r o m  problems o f  low l a b o r   p r o d u c t l v l t y ,   a n d   u n i t  
l a b o r  c o s t s  have t l s e n  r a p l d l y  in recent years I n   o r d e r  to improve   t he  
q u a l l t y  of the c o u n t r y ' s  labor f o r c e ,  governmen t - sponsored   voca t iona l  
c e n t e r s  are belng s e t   u p  t o  c r a m  workers i n   v a r l o u s  s k l l l s .  Enrollmenr 
In these c e n t e r s   h a s   b e e n  lncreaslng although t h a l r   c a p a c i t y  1s l l m l t e d  
by  t h e  shor tage  of  q u a l l f l s d   t e a c h e r s   S t a r t L n g   f r o m  a v e r y  low base,  
o v e r a l l   s c h o o l  enrollment rose try about 6 0  per cent per annum durang t h e  
FFYP p e r l o d  
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b .  P r l c e e  

T a b l e  5 mhows Llle Index  of r e t a l l  p r i c e s  for Sana ' a   wh ich  L E  t h e  
o n l y  prlce  Index for w h i c h   d a t a  a r e  a v a i l a b l e   p r i o r  t o  1980. Since t h e  
behav ior  of t h e   f l v e - c i t y   i n d e x   h a e   b e e n   b r o a d l y  e l m i l a t  t o  t h a t  of t h e  
S a n a ' a   i n d e x ,   t h e   d l s c u a s i o n  1s c o n f i n e d   t o  the l a t t e r .  

The r a r e  of I n c r e a s e   I n  the S a n a ' a  r e t a i l  p r i c e   i n d e x  has  d e c e l e r a t e d  
a l g n i f r c a n t l y  d l n c e  1978/79 when It wae 2 1 . 8  per c e n t ,  dropplng t o  h a l f  
a s  much I n  1979/80 and s t a b ~ l ~ z ~ n g  at 5 per c e n t  per annum during t h e  
18-month p e r i o d  ended 1981. T h e   m o d e r a t i n g   t r e n d   i n  the general  index 
m a ~ n l y   r e € l e c t e d  the Rubs tan t i e l   improvemen t  rn I t s  component   lnd icee  of 
h o u s i n g ,  services, and clothing. Vovements of  t h e   d e f l a t o r  for coneumptlon 
e x p e n d l t u r e   I n   t h e   n a t l o n a l   a c c o u n t s   c l o s e l y   p a r a l l e l   t h o s e  of t h e  r e t e l l  
p r r ce  I n d e x   d u r l n g  the same p e r i o d .  The Improved p r i c e   p e r f o r m a n c e   I n  
1981 was a r e f l e c t l o n  of t h e   g e n e r a l  s l o w d o w n   I n   e c o n o m i c   e c t l v l t y  PIS 

wel l  a s  t h e   a p p r e c l a t m n  of  t h e  U.S .  dollar, t o  which t h e  Yemen r l a l  am 
pegged 

R e l l a n c e   o n  p r l c e  c o n t r o l s  1s very l l m l t e d   I n   t h e  Y . A . R ,  v i t h  only 
f o u r   c a t e g o r i e s   o f   g o o d s   s u b J e c t   t o  some form o f   c o n t r o l  Petroleum 
p r o d u c t   p r i c e s  are d e t e t m l n e d  by the   govetnment-owned Yemen 011 end  Mineral  
Resources Corpora t  Lon ( s e e  f o l l o w l n g   s u b s e c t  ion) C e m e n t ,   w h e a t ,   f l o u r ,  
r l c e ,  and sugar  are YubJect t o  p r l c e   f l x i n g ,  on 8 c o s t - p l u s   b a s ~ s ,  b y  
t h e  X l n l s t r y  of  Supp ly ,   and  €or a number of I m p o r t e d   f o o d s t u f f s   d o r n e s t l c  
s e l l l n g  p r ~ c s s  are i n f l u e n c e d  by t h e   a u t h o r l t l e s   t h r o u g h  rhe s e t t  Lng of 
p r o f i t   m a r g i n s  for  ~ r n p o r t e r s ,   w h o l e s a l e r s ,   a n d  retailers. Of l o c a l l y  
produced manufactures, o n l y   s o f t   d r l n k s   a n d  m l n e t a l  water  are p r l c e  
c o n t r o l l e d  I n  a c t u a l i t y ,  most of bhe e x l s t l n g   p r l c e   r e g u l a t i o n s   f u n c t l o n  
more I n   t h e   n a t u r e   o f   p r l c e   g u l d e l l n e s   O t h e r   p r l c e   I n t e r v e n t m n a  are 
under t aken  b y  the A g r l c u l t u r a l   C o o p ~ r a t l v e   C r e d l t  Bank rn  l t s  d i s t r r b u t r o n  
of a g r i c u l t u r a l   I n p u t s  and b y  t h e  P u b l r c  Otgan lza t ion   fo r   Consumer   Goods  
which s e l l s  imported  consumer Items at d l s c o u n t   p r i c e s   B o t h  of these 
orgnnlzat lorrq  o p e r a t e  m a c o s t - p l J s  basis, b u t  are b e l i e v e d  t o  have  a 
r e s t r a l n l n g   e f € e c t  o n  p r l v a t e  s e c t o r  p r i c e s .  

4 Energy 

The Y A . R  h a s  almost n o   c o n v e n t l o n a l   e n e r g y   s o u r c e s  of I t s  own, and 
most o f  the  r u r a l  population and  about  6 0  p e r   c e n t  of u r b a n   h o u s e h o l d s  
s t i l l  use fuel wood and   an lmal  waste as prlrnary sources of energy. However, 
t h e  Y A . R  ' s  use of cornrnerclal energy ,  mainly I n  rhe form of  Imported 
p e t r o l e u m   p r o d u c t s ,  rcse r a p i d l y   d u r i n g  the  1970s  and w a s  e s t l m a t e d  at 
about 2 0  p e r   c e n t  cf t o t a l  e n e r g y  consumption I n  1980 D u r l n g   t h e  FFYP 
p e r l o d  installed e l e c t r ~ c l t y  generating c a p a c l t y   q u a d r u p l e d .  Some 011 and 
g a s  exploration has t a k e n   p l a c e ,   b u t  t o  d a t e  no commerclal d e p o a l t e  have 
been  found  The posslblllty o f  d e v e l o p i n g  known l o w - q u a l l t y   c o a l   r e s e r v e s  
LS b e l v g  m v e s t  l g a t e d   a n d ,  w l t h  the h e l p  of lnternatlonal o r g a n l z a t i o n s ,  
t h e  Y A R. has a l s o  u n d e r t a k e n  e tud les  relating t o  t h e   d e v e l o p m e n t  of 
solar and g e o t h e r m a l   e n e r g y   s o u r c e s .  
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T a b l e  5 .  Yemen Arab Republic: Index of Retail Price@ 
€or Sana'r, 1976177-1901 

(1975/76 100) 

End o f  Period Weightr  1976177  1977178  1978179  1979180  1960  1981 

General index 
(Per cent  change 

a t  annual r a t e )  

10 .ooo 126 - 147 - 179 198 

(10 .6 )  

- 2 06 

( 5 . 1 )  

- 216 - - 

(21.8) (26.0)  (16 .7)  (4.9) 

Poodatulfs 
Cerea ls  
Dry  vege tab les  
Meat , fish, and egge 
Vegetables 
Dairy  products  
Edible  011s  and f a t s  
F r u i t s  
Sugar and sweets 
S o f t  dr lnks 
Tobacco ,   e tc .  
O t h e r  

123 
101 
- 143 

95 
167 m 181 

120 
- 190 

2 1 2  
197 
2 2 8  
316 
151 
126 
191 
179 
303 
166 

128 
20 2 
1'+3 
2 50 
202 
2 54 

153 
129 

183 
310 

- 
130 

1,205 
44 7 
30 1 
295 
51 3 
382 
148 
96 7 
37 7 

117 
138 
150 
151 
109 
113 
90 

124 
147 

98 

135 
177 
188 
196 
116 
119 
88 

150 
198 
123 

150 
200 
205 
235 
135 
1 2 7  

89 
152 
2 5 5  
I60 

179 
206 
121 
274 
148 
131 
113 
1 7  3 
2 80 
162 

Cloth 1ng 581 - 119 - 133 - 162 - 190 - 194 - 197 - 
Houe ing 

Furn L t  u t e  
Dur ab 1 e goods 
Rent  and water 
Fuel and l l g h t  lng 

134 
121 
111 
133 
143 

- 160 
134 
123 
179 
162 

- 213 
163 
146 
249 
178 

- 24 1 
175 
153 
207. 
211 

- 24 5 
177 
154 
283 
238 

- 251 
1 7 7  
- 1,946 

206 
407 
609 
7 24 

155 
27 4 
300 

Mlecellaneous 
Transpor t a t  Lon 
Educat ion 
Medlcal   care  
Household c leanlng  

it ems 
Casmetxs  and other 

personal  items 

97 3 
326 

87 
268 

- 120 
129 
- 136 

145 
166 
210 
179 
166 

- 200 
242 
2 19 
184 

- 204 
252 
223 
190 

- 2 1 2  
268 
- 

110 
121 

121 
142 

224 
202 

166 109 116 123 L41 146 149 

151 164 168 169 1 2 €  111 127 

Memor and urn L t ems 
Conaumpt ion d e f l a t o r  

(Per cent change) 
GDP def la tor  

(Per cent change) 

147.5 
(17 . O )  
146.4 
(17  . O )  

176.3 
(19 .5)  
170.1 
(16 .2)  

196.1 
( 1 1 . 2 )  
188.7 
(10.91 

126.1 
(24.1)  
125.1 
( 2 5 . 1 )  

Source : Centra  1 BLannlng Organlzat ion. 
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Import8 of pe t ro l eum  p roduc t8  a t e  hand led  by t h e  Ycmn O i l  and 
M i n e r a l   R e r o u r c c r   C o r p o r a t i o n  (YOHRC) , which a lro  d i s t r i b u t e s  a l l  
pe t ro l eum  p roduc t8  i n  the  domcat ic   marke t  e i t h e r  d i r e c t l y  or t h r o u g h  
p r i v a t e l y  owned d i r t r i b u t i o n   o u t l e t . .  Mort petroleum p r o d u c t r  are imported 
from K u w a i t ,   b u t   r e c e n t l y   S a u d i  Arabia ham beeun t o  r u p p l y   t h e  Y.A.R. w i t h  
m a l l  amounts o f  v a r i o u o  productr, in aomc caaca in the form of  commodity 
a l d .  I n   a d d i t   i o n ,   r u b s t a n t i a l   a m o u n t s  of motor g a o o l i n c  are r a u g g l t d  
i n t o   t h e  Y . A . R . ,  l a r g e l y  from S a u d i  Arahla, b y   i n d i v i d u a l   o p e r a t o r ,  who 
i n  t u r n   s e l l  cirese s u p p l i e r  e i ther  t o  t h e  YOMRC or d i r e c t l y  t o  C O R I C I I P C ~ I .  
Estimates of t h e   q u a n t i t i e s  of g a e o l i n e  obtained from i n d i v i d u a l   o p c r a t o r r  
by t h e  YOMRC i n d l c a t e  t h a t  t h e  proport Lon of total  g a s a l i n c  import8 
e n t e r i n g   t h e  Y.A.R. i n   t h i s  way may have  increamed from about  one t h i r d  
i n  1980 t o  about  one h a l f   i n   1 9 8 1 .  

A l though   commerc ia l   ene rgy   consu rnp t lon   i n   t he  Y . A . R .  has i n c r c a J e d  
c o n s l d e r a b l y ,   i n  p e r  capl tcr  terms i t  remans among t h e  lowert i n   t h e  
w o r l d .  I n  1979 per c a p l t a   c o n e u m p t i o n   e t o o d  a t  73 k i l o g r a m  of c o a l  
e q u l v a l e n t ,   a b o u t  h a l f  of the   average   for   comparable   low- income  devc loprng  
c o u n t r l e e .   I n   1 9 8 1   t h e  YOMRC's lmpor t s   o f   pe t ro l eum products were c e t i -  
m a t e d  t o   h a v e   r i s e n  by abou t   10  per  c e n t   t o   a p p r o x i m a t e l y  735,000 tone.  1/ 
About 50 p e r  c e n t  o f  t h l s  amount waa d l e e e l  011, which 1s ured  for p u b l i F  
t r a n e p o r t a t i o n  and for small househo ld  e l e c t r l c  g e n e r a t o r s   a n d  water 
pumps,  and a p p r o x i m a t e l y  30  per c e n t  was motor   gaeol   ine;   kcrorrene , which 
1s used l e t g e l )  by r u r a l  househo lds ,   accoun ted   fo r   moe t  of t h e   r e m a i n d e r .  

Dornefitlc s e l l i n g  p r l c e a  €or petroleum produc t& are set  b y   t h e  YOMRC 
according t o  a fo rmula   uh lch   adds  t o  t h e   c .  1. f .  Import c o s t   p r o p o r t   i o n a l  
c h a r g e s  €or l o c a l  transport and o t h e r   c o s t s .   I n   a d d i t i o n ,   I m p o r t   d u t i e s ,  
e x c i s e  t a x e s ,  and a s u r c h a r g e   o r   u n d e r c h a r g e  (which a c c r u e s  t o  t h e  
Government) are added t o  a r t l v e  a t  t h e  t o t a l  c d e t  t o  the  YOIIRC. The 
d i f f e r e n c e   b e t w e e n  t h l s  a n d   t h e   d o m e s t l c   s e l l i n g   p r l c e   d e t e r m i n e r   t h e  
YOMRC'S operating s a r p l u s  or l o s s   o n  each product   (Appendix   Table  2 2 ) .  

Domes t i c   ae l l l ng  pr lces  h a v e   b e e n   a d J u s t e d   f r e q u e n t l y   t o   r e f l e c t  
h i g h e r  Impor t   cos t s   (Appendix   Table  23). F o l l o w l n g   t h e   l a r g e   p r i c e  
l n c r e a s e s   I n t r o d u c e d  In December 1980, only dlesel 011 remalned   sub jec t  
t o  a s u b s l d y   ( p r e v l o u s l y   k e r o s e n e  wee a l s o   s u b s i d i z e d ) ,  a l l  o t h e r   p r o d u c t s  
earn a surplus. The s u r p l u s e s   t h a t   a c c r u e  to t h e  YOMRC from the  e a l e  of 
these products have been  used In p a r t  t o  o f f s e t  t h e  l o s s e s  i t  has e u e t a i n e d  
on t h e  sa le  o f  d l e s e l  011. The YOMRC i n c u r r e d  a small n e t   l o s e  In 1980 
as a result of t h e   s h a r p  r ises  In world p e t r o l e u m  prlcee ln  1979  and  1980 
n o t  beLng matched  by equlvalent  movements in  domest ic   p r ices .   However ,  
as w o r l d   p r i c e s  of petroleum p r o d u c t s   e a s e d  in  1981, t h e   f i n a n c i a l   p o s l t l o n  
oE the YOMRC improved .  

c I /  T h ~ s  f i g u r e  does n o t   t a k e   l n t o   a c c o u n t   s m u g g l e d  motor gasoline. 
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1 L . Deva lopment P 1 ann i n q  

I .  The “1rnt Five-Year  P l a n  
” - ”- 

r h c  1;couth rate  0 ”  real GDP dut  ~ n g  t h +  FFYP p e r i o d  wae 5 . 9  per cent  
per anqum,  compared w l t h  a target of 8 . 2  pr t  c e n t  per annum. 1 /  The 
s e c t o r s  t h ~ t  perfrrr led  6 i g n l f i c a n t l y  belL w e x p e c t a t  Lon were azrlculturc, 
wh Lch g r e r r  by on1 v per c e n t  p e r  annum L ompered WI Lh a p l a n n e d  5 . 5  per 
c e n t ;   w h o l e s a l e  a d retell t r a d e ,  vhlch   expanded at  2 , 2  per c e n t   p e r  
annum l n a t  gad of an a n t   L c l p a t e d  10.1 per c e n t ,  and t r a m p o r t a t  ion and 
c o r n u  l l c a t  r o n ,  wk cr I n c r e a s e d  by 7 . 7  pet c e n t  per annum r e l a t i v e  t o  a 
L a r g e l e d  1 1 . 3  per c t n t  (Table 6 ) .  On t h e  other hat d ,  t h e   m a n u f a c t u r l n g ,  
p u b l l c   u t  l l ~ t l e s ,  c o n s t r u c t  Lon,   and   government   eerv lces  vectors a l l  
a c h i e v e d  growth r a t e s  i n  expen@ o f  10 p e t  c e n t  p e r  annum. 

The PFYP gave  prlority t o   d e v e l o p i n g   t h e   c o u n t r y ’ s   i n f r a s t r u c t u r e .  
A6 p e r  cenL o f  t o t a l  Inves tmen t  r e s  a l l o c a t e d  t o  construction, t r a n s p o r -  
t a t  ron and c o m m u n ~ c e t ~ o n ,  and p u b l l c  u t l l l t l e s ,  18 per c e n t  t o  i n e t   l t u t   i o n  
b u l l d i n g  I n  the  s e r v l c e s  s e c t o r s ,  and 2 5  per c e n t  t o  t h e  commodity 
producing s e c t o r s  o f  a g r z c u l t u r e   a n d   I n d u s t r y .  After peaklng I n  1 9 7 7 / 7 8  
t h p  r a t e  of growth of gross f i x e d  c a p l t a l  f o r m a t r o n   d e c e l e r a t e d   i n  t h e  
l a t t e r  h a l f  of t h e  P l a n  p e r l o d ,  I n   t h e   y e a r   a n d  one h a l f  ended   1981,  t h e  
I n c r e a s e  r a s  o n l y  4 p e r   c e n t   p e r  annum I n  real  t e r m e  ( A p p e n d i x  T a b l e  24). 
The overall Lmplementdtlon r a t i o  under the FFYP was 63 p e r  c e n t ,  t h e  
p r i v a t e  s e c t o r  I n v e s t e d  5 3  5 per  cent of t h e  t o t a l ,  w h ~ l e   t h e  Government 
accoun ted  Eor t h e  r e m a l n l n g  4 6 .  5 p e r  cent  I n  1980/81 Anves tment   expendl -  
ture was e q u l v a l e n t   t o  4 4  per cent  o f  G D P ,  compared v l t h   t h e   p l a n n e d  
rat  lo of  7 4  per c e n t  (Appendlx Table 2 5 )  

I n v e s t m e n t  implement at Lon l n   t h e   t r a n s p o r t  a t  Ion  and cormnunlcat I o n  
seLtor exceeded t h e  planned  amount by 24 per c e n t ,  and In houelng i t  was 
almost t w l c e  t h e  P l a n   t a r g e t   ( T a b l e  7 ) .  These two aectors ~ 0 1 n t  l y  
a c c o u n t e d  f o r  5 5  per  c e n t  of t o t a l  gross flxed c a p l t a l  f o t r n a t l o n ,   t h e  
share o f  e a c h  being more than 2 5  per c e n t  On t h e  o t h e r   h a n d ,  lrnplemen- 
t a t  Ion r a t  1 0 s  For a g r l c u l t u r e ,  i n d u s t r y ,  a n d   c o n s t r u c t   on were 3 3  per 
c e n t ,  4 6  per c e n t ,  and 19 p e r  c e n t ,   r e s p e c t l v e l y ,   a n d  for s e r v i c e e  and 
p u b l l c   u t  L l l t l e s  t h e y  a v e r a g e d  5 3  per  cent. As a ~ e s u l t ,  the  share I n  
t o t a l  Inves tmen t  durlng t h e  FFYP was about 7 . 5  per c e n t  for each o f  
a g r l c u l t u r e ,  pul-.llc u t l l l t  l e s ,  and construction, and was 9 per c e n t  for 
i n d u s t r y  The l nves tmen t  s h o r t f a l l s  occurred rnalnly In the  l a t t e r  h a l f  
cf the FFY? p e r l o d  and r e f l e c t e d   s h o r t a g e s  of professional and m a n a g e r i a l  
manpower, absorptive ~ o n s t r a ~ n t s ,  and d l f f l c u l t i e s   I n   m o b l l l z l n g   d o m e a t l c  
resources 
- 1 1 7  FFYP was o t 1 g l n a l l y  1ntc;ded to cover t h e  p e r l o d  1976/77-3S80/81 

“11” ” 

(CT.sCa1 year  e n d e d  June 3 0 ) ,  I t  was subsequent ly  e x t e n d e d  t o  t h e  end of 
c a l e n d a r  year 1981. 
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F i n a n c i n g  of i n v e s t m e n t   d u r i n g   t h e  PFYP rel ied e n t i r e l y  on factor 
Incrnme a n d   c u r r e n t   t r a n s f e r s  €ram a b r o a d ,  which amounted t o  135  per cen t  
of t o t a l  grose c a p i t a l   f o r m a t  ion (domeet i c  r a v i n g r  rlcre ncRat i v t ) .  Grorr 
n a t i o n a l  mavingo  f inanced 88 p e r   c e n t  O f  i nves tmen t   rpcnd ing ,  w i t h  the 
gap o f  1 2  per  cant   be lng   covered   moat  l y  by foreign borroving and by some 
c a p l t a l  t r a n r f c t r  from abroad. 

Over t h e  FFYP period t h e  consumption/GDP ra t io  robe from 113 pet 
ccn t  t o  117 per c e n t   d e s p l t e   t h e  P lan ' s  i n t e n t   i o n  t o  r e d u c e  t h i o  t a t  io t o  
98 p e r  c e n t  This r e s u l t e d  from t h e   w e a k n e r l  in d o m c e t i c   r e a o u r c e   m o b i l i -  
t a t  I o n  e f f o r t  R ,  par t  l c u l a r l y   a s   t h e   I n c r e a s e   i n   t h e   c o n s u m p t i o n  r a t i b  uaa  
w h n l l y  on   account  of t h e  Government.  The r a t i o  of i m p o r t s  t o  GDP incrcaecd 
t o  6 6  p e r   c e n t  In 1980/81 ,  and the   t emource   gap   widened  t o  6 1  p e r  c e n t  
o f  GDP. T h l s  gap was s i g n i f i c a n t l y   s m a l l e r   t h a n   p l a n n e d ,  ab impor t6  
( p a r t l c u l a r l y  of c a p l t a l  goodtl raw m a t e r i a l a )  were k e p t   i n  check, 
p a r t l y   b e c a u s e  of t h e  slowdown In Lnveatrnent . 
2 The Second Frve-Year P l a n  

The SFYP 1 /  alms a t  a real  GDP growth r a t e  of 7 p e t   c e n t  p e r  annum. 
The commodity p r o d u c i n g   e e c t o r s  are p r o j e c t e d  t o  e n l a r g e  t h e l r  o v e r a l l  
s h a r e  of CDP, w i t h   t h e  agriculture, manufac tu r ing ,   and  publ i c  u t L L i t i e e  
s e c t o r s   g r o w i n g   a t  4 8 p e r  c e n t ,   1 4 . 5   p e r   c e n t ,   a n d  2 5  p e r   c e n t   p e r  
annum, respectively ( T a b l e  6 ) .  T o t a l   l n v e s t m e n t  18 met a t  YR1s 2 9 . 3  
b l l l  Lon, 2 /  rrhlch 1s 45 per  c e n t  more t h a n  was I n v e s t e d   d u r i n g   t h e  FFYP, 
and a subs t  ant l a l l y  larger p r o p o r t  Lon 1s a l l o c a t e d  t o  the c o m o d l t y  
producing sectors (40 per   cen t   compared   w i th  24 p e r  c e n t  under  the F i r s t  
Plan) The Second P l a n  c a l l s   f o r  a r e d u c t i o n   i n   t h e  ra t io  of consumption 
t o  G D P ,  from 121  p e r   c e n t   i n   1 9 8 1  t o  1 1 0   p e r   c e n t  Ln 1986, as well  8 s  
for s u b s t  a n t  l a1  I n c r e a s e s   i n   g o v e r n m e n t   a n d   p r l v a t e   s a v i n g s .  

The SFYP w ~ l l  b e   s u b J e c t  to annua l  and q u a r t e r l y   r e v i e w s  a$ I t  is 
t r a n s l a t e d  Into more c o n c r e t e   e n d   d e t a l l e d   l n v e s t m e n t   p r o j e c t s .   P l a n n e d  
gross Elxed c a p l t a l  format  Ion by e e c t o r  is shown i n   T a b l e  7 .  The l a r g e s t  
share of inves tment  0111 go t o   t h e  services s e c t o r ,   w h i c h   i n c l u d e 6  
government as w e l l  a s   f l n a n c l e l   s e r v i c e s .  About 1 6   p e r   c e n t   o f  t o t a l  
mvestrnent  1 s  planned  €or each  of a g r l c u l t u r c ,   I n d u s t r y ,   a n d   t r a n s p o r t a t r o n  
and communlcatLon. The G o v e r n m e n t ' s   s h a r e   i n   t o t a l  gross c a p l t a l   f o r m a t i o n  
is p r o j e c t e d  t o  r1se t o  66  per   cen t ,   compared   w i th  4 6 . 5  p e r  c e n t  under 
the FPYP (Table 8 ) .  The l nves tmen t /GDP  r a t lo ,   wh ich  was 45 per c e n t   I n  
1981, 1s expec ted  t o  fall to 34 per   cen t   i n   1986 ;   however ,  a l3wer 
c a p l t a l / a u t p u t   r a t  lo 1s a n t   r c l p a t e d   b e c a u s e  of t h e   h l g h e r   c o n c e n t r a t l o n  
of lnves tment  ~n t h e   p r o d u c t  Lve s e c t o r s .  
"- I 

1 /  '1, 2 SFYP cover.-   the period 1982-86   bu t   the  Plan document was 
l n b t l e n a l l y  l e f t  In 4raft form Ln o r d e r   t o  incorporate the view of 
par t  I r  l p a n t s  In the Ycrnen Second   fn re rna t   l ona l   Deve lopmen t   Confe rence ,  
whlch was convened ,n A p r l l  1482. The Plan is e x p e c t e d  t o  be f m a l i c e d  
and r a t l f l c d  b y  mld-1382. 

amFunt of Investment   and the i n c r e a a e  over the FFYP would be higher.  

- 

2 /  T h l s  flgure l a  I n   c o n s t a n t   1 9 8 1   p r i c e s ,   i n   c u r r e n t  p r l c e e  b o t h  the 



Table 8. Yemen Arab Republic: dlourccr of Irinance 0 2  Groom 
Capital Formre ion in the Fitrt and Second Flvc-Year Planr,  

1976/77-1980/81 and 1982-86 

( In  millionr of Yemen r ia lo  and mt cent of t o t r € )  

Firr t  Five-Year Plan Second Five-Year Plan 
(1976/77-1980/81) (1982-86) 
Actual Per cent Planned  Per cent 

t o t a l  L/ ohare total y rharc 

Negat i v a  savin86 from 
grosq domestic product  -9,401 -44 .9  -1  1 ,765  -40.2 

Net c u r r e n t  transfers 
and f a c t o r  income 
from abroad 27,320 135 .3  25,600 8 7 . 4  

Gross n a t i o n a l  
sav mgs 

Net c a p l t a l   t r a n r f e r s  

" 1 7  839 00.4 13,835 4 7 . 2  - - 
from abroad b4 2 3 . 2  500 1 . 7  

Net drawlnqs on forelgn 
loans 1 , 7 0 9  0 .t 13,500 46.1 

Direct p r l v a t e  foreign 
Lnves e rnent " " 1,500 5 . 1  

Gross l p l t a l  
format i o n  20,190 - 100 .@ 29,292 - 3/  - 100.0 

Government 4/ 4 6 . 5  66 .O 

P r i v a t e  5 3 . 5  34.0 

Source C e n t r a l  Plannlng O r g a n l z a t l o n ,  Second Flvs-Year Plan ( d r a f t ) ,  
1982 

In current p r l c e e .  
I n  c o n s t a n t  1981 p r l c e s  
I n c l d e s  a net change (-1 i n  reserves of Y R l s  a3 mxlllon. 
Includes  cooperative and mixed s e c t o r s .  
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The macroeconomlc   ObJec t   lves  of t h e  SFYP e n v l s a g e  a r e d u c t i o n  in 
t h e   d o m e s t l c   s a v i n g s   g a p   f r o m  2 1  p e r   c e n t   o f  GDP I n  1981 t o  10 per c e n t  
i n  1986. T h ~ s  1s b a s e d   o n  the a s s u m p t i o n  that  all of t h e   d e c r e a s e   i n  
consumqt lon  w i l l  b e   b o r n e  by the  p r i v a t e  s ec to r .  The SFYP a l s o  p r o j e c t s  
a d e c l i n e  In I m p o r t s  from 74 p e r   c e n t  of GDP i n  1981 t o  5 6  per c e n t  In 
1 9 6 6 .   C o m b l n e d   w l t h   t h e   a s s u m e d   I n c r e a s e   i n  expor t s ,  t h i s  would enable 
t h e   r e s o u r c e   g a p  t o  be narrowed  f rom 6 6  p e t  cent of  GDP t o  44 p e r   c e n t  
over t h e  P l a n  p e r l o d  

T h e   r e l l a n c e  of  Inves tmen t  on the  I n f l o w  o f  f a c t o r   I n c o m e   a n d   c u r r e n t  
transfers from a b r o a d ,   w h i c h   c h a r a c t e r i z e d   t h e  FFYP a n d   c o n t r i b u t e d  t o  
t h e  slowdown I n   i n v e s t m e n t   I m p l e m e n t a t L o n   i n   t h e  l a t t e r  p e r t  of the P l a n  
p e r l o d ,  1s r e d c c e d   I n   t h e  SFYP p r o l e c t l o n s .   H o w e v e r ,  gross c a p l t a l  
fo rma t lon  1s s t i l l  a s s u m e d   f l n a n c e d   e n t i r e l y   f r o m   a b r o a d ,   f l n a n c l n g ,  wlth 
the p r o J e c t e d   d e c l l n e   1 n   r e m l t t a n c e s   s u b s t i t u t e d   f o r  by l n c r e a s e d   f o r e i g n  
b o r r o r l n g  

111 P u b l i c   F i n a n c e  I /  - 
1 I n s t  l t u t   l o n a l   b a c k g r o u n d  

T h e   p u b l l c   s e c t o r  In  t h e  Y A R c o n s l s t s  o f  t h e   C e n t r a l   G o v e r n m e n t ,  
r e g l o n a l   g o v e r n o r a t e s   a n d   r n u n l c l p a l l t  l e s ,  p u b l l c   e n t e r p r l s e s ,   a n d  the 
C e n t r a l  Government’s share i n  m i x e d  (public a n d   p r l v a t e )   e n t e r p r l s e s  
The g o v e r n o r a t e s   a n d   m u n l c l p a l l t l e s   d o   n o t   p o s s e s s   a n y   s l g n l f l c a n t   r e v e n u e  
s o u r c e s  o f  t h e l r  own and d e p e n d   o n   t h e   C e n t r a l   G o v e r n m e n t   f o r  most of  t h e l r  
c u r r e n t   a n d  c a p i t a l  e x p e n d l t  u re  r e q u r r e m e n t s  In most l o c a l  J d f l s d l c t   I o n s ,  
howevec , L o c a l  Deve lopmen t   Assoc la t  Ions r n o b l l i z e   r e s o u r c e s ,  ~n c a s h  
and 111 k l n d ,  €or l n f r a s t r u c t u r a l   p r o ~ e c t s   I n  such cases, t h e  C e n t r a l  
Government   p rovldes  i t s  share of  t h e   c o s t  e i t h e r  d l t e c t l y  or  t h r o u g h   t h e  
A g r I c * l l t u r a l  Coopera t  Lve C r e d l t  Bank ( S e c t  lon  I V Y  s u b s e c t   l o n  4). 

The   cove ragp  o f  t h e  budget  21  IS c o n f l n c d  t o  t h e   o p e r a t i o n s  of t h e  
C e n t r a l   G o v e r n m e n t ,   l n c l u d r n g  a l i  f l n d n c l a l   a l l o c a t l o n s  to, and f rom,  
p u b l l c  a n d  rnlxed e n t e r p r l s e s  l l n t l l   1 9 8 0   t h e   f l s c a l  year r a n  from J u l y  1 
- 

1/ For a d e t a l l e d   d ~ s c u s s l o n  of  the f i s c a l  svs t em In t h e  Y . A  R , see 
WoFld Bank,  M o b l l l z a t r o n  of Domest ic  Financial R e s o u r c e s  In t h e  Yemen Arab 
RPDubllc.  R e D O r t  NO 3554a-YAR. J a n u a r v  6 .  1982. - i/ The budget  doc.urnent d l v l d e s   r e v e n u e s  I n t o  f l v e  a n d   e x p e n d l t u r z s   I n t o  
SIX chapters The Elrst three r e v e n u e   c h a p t e r s  a r e  t a x   r e v e n u e s ,   a d m i n l s -  

a -  

t r a t l v e  fees  and f l n e s ,  a n d   p r o p e r t y   I n c o m e   C h a p t e r  IV, c a p i t a l   r e v e n u e s ,  
LS a mlnor i t e m  C h a p t e r  V c o n s i s t s   m a l n l y  of c e r t * r l n  financing Items whlch 
are n o r m a l l y   e x c l u d e d  from r e v e n u e s .   C h a p t e r s  1-1” of e x p e n d i t u r e s   c o m p r i s e  
employees’ compensa t lon  (wages,  s a l a r ~ e s ,  and benefits), other p u r c h a s e s  of 
goods and services, c u r r e n t   t r a n s f e r   p a y m e n t s ,  and u n c l a s s l f l e d  items 
relat lr lg  mostly to defense  e x p e n d l t u r e s  Chapter V of e x p e n d i t u r e s  covers  
b u d g e t e d   c a p l t a l   e x p e n d l t u r e s  w h ~ l e  Chapter V I  c o m p r l s e s   c a p l t a l   t r a n s r e r s ,  
whlch i n c l u d e  external a n d   d o m e s t i c  loan r e p a y m e n t s .  The expenditure 
c o u n t e r p a r t  of e x t e r n a l   p r o J e c t   a n d   c o m m o d i t y  loans IS n o t   i n c l u d e d  In t h e  
o f f l c l a l  budget document ( t h l s  Item LB, however, I n c o r p o r a t e d  Into the 
t a b l e s  Included in this report) ,  
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t o  J u n e  30, a l r a n u i t l o n a l   p e r   l o d  was d e s i g n a t e d  for the s e c o n d   h a l f  of 
1980 and   a ince   1981   t he  Government and a l l   p u b l i c  enterprises have   adop ted  
t h e   c a l e n d a r   y e a r  as t h e i r   a c c o u n t i n g   p e r i o d .   B u d g e t a r y   t e v e n u e e   a n d  
e x p e n d l t u t e s  are recorded   on  a c a s h  basls,  b u t  a number of m t r a g o v e r n m e n t a l  
r evenue   and   expendLtu re   ob l lga t ione   con t inue  t o  be s e t t l e d  on a noncash 
b a s l a ,  g i v i n g  rise t o   d i s c r e p a n c i e s   b e t w e e n  the b u d g e t a r y   a c c o u n t s   a n d   t h e  
Government ' s   cash   accounts   wi th  the  C e n t r a l  Bank. 

Puhltcly owned e n t e r p r i e e s   d o  no t  p l a y  a major role i n  the  economy 
e x c e p t   i n   t h e   f i n a n c i a l   s e c t o r .  Most n o n f i n a n c i a l   p u b l i c   e n t e r F r i s e s  are 
e i t h e r   p u b l l c  u t i l i t i e s  or agencles engaged In sectors such as b r o a d c a s t i n g ,  
d i s t r i b u t i o n ,   t o u r i s m ,   a n d   t r a n s p o t t a t l o n .  Among m a n u f a c t u r i n g   c o n c e r n s  
are e a t a b l l s h m e n t 9   e p e c i a l l z i n g  i n  the p r o d u c t i o n  of cement, t e x t i l e e ,  
m a t c h e s ,   m e d l c l n e s ,   a n d   p r l n t e d  matter. The YOMRC has o v e r a l l   r e e p o n e i -  
b l l l t y  for t h e   i m p o r t a t i o n   a n d   d l s t r l b u t i o n  of p e t r o l e u m   p r o d u c t s .   P u b l i c  
f m a n c i a l   I n s t i t u t i o n s   I n c l u d e ,  In a d d l t i o n  ta the Central Bank, t h e  Yemen 
Bank for R e c o n s t r u c t l o n   a n d   D e v e l o p m e n t   a n d   t h r e e   s p e c i a l i z e d   c r e d i t  
l n s t   I t u t l o n s .  The n o n f i n a n c i a l   p u b l i c   e n t e r p r i z e 8   p u b l i s h   b u d g e t a r y  
estlmates of r evenues  and e x p E n d l t u r e s ,   b u t   h i s t o t l c a l   b a l a n c e   s h e e t s   a n d  
income  s ta tements  are n o t   a v a i l a b l e .  As a r u l e ,   t h e s e   e n t e r p r l e e s  do n o t  
receive a n y   s u b s i d l e s  €or t h e i r   c u r r e n t   o p e r a t i o n s ,   b u t   t h e y   d o  r e l v  on  
t h e  Government f o r   c a p r t a l   e x p a n s i o n .  A mlnlmal amount of p r o f i t s  taxes  
h a s   b e e n   c o l l e c t e d  from them 

2 .  R e c e n t   f i s c a l   d e v e l o p m e n t s  

a Overall b u d n e t a r v  Dosit i on  

D u r i n g   t h e  e a r l y  years of t h e  FFYP s h a r p   i n c r e a s e s   i n   g o v e r n m e n t  
r e v e n u e s ,   c o u p l e d   w i t h   s u b s t e n t  la1 l n f l o w s  of foreign ald, e n a b l e d   t h e  
Government t o   r a p l d l y   e x p a n d  I t a  c u r r e n t  and c a p i t a l   o u t l a y s   w i t h o u t  
r e e o r t l n g  t o  domest ic   bor rowing .  Between 19;5/76  and  1977/78,  government 
revenues roee from Y R l s  0 6 b i l l i o n  to YRls 2 . 0  b i l l i o n ,  two t h l r d s  of 
which were from Import d u t r e s .   E x p e n d l t u t e s  on a l l  items, p a r t i c u l s r l y  
on educa t  I o n ,  h e a l t h ,  and economic I n f r a s t r u c t u r e ,   i n c r e a s e d   c o n s i d e r a b l y ,  
booetlng t o t a l   e x p e n d i t u r e s  from YRLs 1 . 0   b i l l l o n  t o  Y R l s  2 . 4  b l l l i o n  
(Tab le  9 ) .  Wrth e x t e r n a l  grants  of about  Y R l s  0.4 b i l l i o n  In 1977/78 ,  
t h e  budget was s s s e n t l a l l y  In b a l a n c e .   P r o j e c t  and coamrodlty loans, 
which comprise t h e   b u l k  O F  the e x t e r n a l   f i n a n c i n g   r e c e i v e d   b y   t h e  Y.A.R., 
r o s e  t o  Y R l s  0.3 bllllon and  a l lowed t h e  Government t o  c o n t i n u e  t o  add 
t o  L t s  d epos i t s  w i t h   t h e   C e n t r a l   B a n k ,   a l b e i t   b y  a sharp ly   reduced   amount .  
Tn 1978/79,  however ,  t o t a l  e x p e n d i t u r e s  lumped t o  Y R l s  4 . 5  b l l l l o n ,  wlth  
over  half ol: the l n c r e a s e   a c c o u n t e d  €or by  a rise In d e f e n s e   o u t l a y s   t o  
Y R l s  1.7  b r l l l o n ,  whrle  revenues  expanded by o n l y  9 p e r   c e n t ,   c o m p a r e d  
v l t h  an average   g rowth  of o v e r  88 per cent i n   t h e   p r e c e d i n g  two y e a r s .  
D e s p i t e  s Y R l s  1 . 0  b l l l l o n   i n c r e a s e  in e x t e r n a l  grant8 r e c e i v e d ,   e q u i v a -  
l en t  to t h e  rlse ~n defense e x p e n d i t u r e s ,  the budge t   r eco rded  a d e f i c i t  
a €  Y R l e  0 . 9  bllllon, The Government increased i t s  f o r e i g n   b o r r o w i n g  
from YRls 0 . 3  b l l l l o n  t o  elmoet YRls 0 . 6  b i l l l o n  a n d ,  for the f i r a t  tlme 
i n  eeveral y e a t e ,  r e a o r t e d  t o  bor rowlag  from t h e   C e n t r a l  Bsuk in order 
t o  f i n a n c e  the remainder of t h e   d e f i e t t .  In 1979/80 the brldgetsty d e f l c i t  
widened further from 9 per c e n t  of GDP t o  15 per cent deep iLe  an improvement 
i n  r e v e n u e   c o l l e c t l o n a   a n d  the con ta inmen t  of c x p e n d i k u r e  growth (Table 10). 
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Reve.-ues r o s e  b y  27  per c e n t  (to Y R l e  2.8 biLlion) while the  rate  of growth 
of e x p e n d l t u r e s  was h e l d  t o  12 per cent ( t o  Y R l s  5 . 0  b i l l i o n ) ,  largely a8 
t h e  result  of a 5 p e r  c e n t  r e d u c t i o n   i n   d e f e n s e   s p e n d i n g .   N o n e t h e l e s s ,  
as external g r a n t s  r e c e i v e d  r e t u r n e d  t o  t h e i r  pre-1978/79 l e v e l s  (of 
a p p r o x l m a t e l y  one t h i r d  t h e  Y R l a  1.4 billion obtained in 1978/’79), t h e  
budgetary d e f l c i t  doubled t o  YRls 1.8 blllion. To finance t h i s  d e f i c l t ,  
t h e  Government borrowed Y R l s  1.8 bll-lon from t h e  C e n t r a l  Bank, compared 
w i t h  YRlR 3 5 1  million i n  1978/79. 

T a b l e   1 0 .  Yemen Arab  Republ ic’   Government   Revenues and 
E x p e n d ~ t u r e s  In R e l a t r o n  t o  GDP, 1976/77-1981 

( I n  p e r  c e n t  1 

1976/77  1977/78  1978/79  1979/80 1980 1981 

Revenues 
Of whlch t a x  

revenues 

20 .o - 24 2 21 4 23 2 2 4 . 9  25.4 - 
( 1 6 . 4 )  ( 1 9  5 )  (17.0) ( 1 7 . 9 )  (19.8) i 2 0 . 2 )  

Grants 6 4  - 5 0  - 3 8  - 5 4  - 11.7 - 1 3 . 3  

22 3 
1 3  0 
- 29 f+ 

1 5  2 
- 4 3 . 9  

18 2 
- 4 2 . 1  

21 2 
- 56 0 

24.1 
- 54 5 

25.1 
- E x p e n d l t u r e s  

Cl l r rent  
Capztal  9.3 14 2 25 7 20.9 31 9 29.4 

O v e r a l l  s u r p l u s  
or d e f l c l t  ( - >  4.2 - -0.2 - -9 2 - -15 2 - 2 5 . 7  -17 5 - 

Bank-flnanced s u r p l u s  
o r  d e f r c l t  ( ->  8 2  - 0 6  - -3  7 - - 1 s  2 - -10 3 - -15 .6  

” 

Prel lrnlnary a c t u a l  d a t a  for 1981 lnd lca te  t h a t  revenues grew b y  l e s s  
than 8 per c e n t  t o  YRls 3 3 billion 1/ E x t e r n a l  g r a n t s  more t h a n   d o u b l e d  to 
Y R l s  1 5 b l l l l o n ,   t h u s  brlngrng total -government  tecelpts  t n  a Level of 
Y R l s  L 8 b l l l r o n .  T o t a l  e x p e n d l t u r e s ,  on t h e  other hand, were Y R L s  7.1 
b l l l l o n ,  w l t h  c a p l r a l   o u t l a y s  d e c r e a s i n g  somewhat and current expendltures 

I/ For comparison purposes, f l s c a l  d a t a  for 1980 were c o n s t r u c t e d  by aggre- 
garlng Elgures for t h e  l a s t  h a l f  of 1979/80 a n d  for the translelonal per iod  
July-December 1380. 
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r i s i n g  by 10 p e r  cent.  However, comparlsons of c r p c n d i t u r e m  i n  1980 and 
1981 a re  s t r o n g l y  a f h c t e d  b y  a USS207 mil l ion   commodi ty  loan f r o m   t h e  
U . S . S . R .  r e c e l v e d  i n  t h e   s e c o n d   h a l f  of 1980 (the c o u n t e r p a r t  of which wan 
r e c o r d e d  as a c a p i t a l   e x p e n d i t u r e ) .  Compared with 1979/80 ,  current  
e x p e n d i t u t e e  tome by 18 p e r   c e n t   p e r  annum a n d   c a p i t a l   e x p e n d i t u r e a  
by 33 per cent per annum,   b r ing ing  the g r o v t h  rate of t o t a l  e x p e n d i t u r e s  
t o  26 p e r  cent p e r  annum. The r e s u l t i n g  YRls 2.3 b i l l i o n   d e f i c i t  
amounted t o  1 7  p e r   c e n t   o f  GDP, somewhat h i g h e r  Khan the 1 5   p e r   c e n t  
r eco rded  i n  1979/80. The d e f l c i t  was f i n a n c e d   b y   b o r r o w i n g  YRlm 0 . 9  
b i l l i o n  from f o r e i g n   s o u r c e s   a n d  Y R l s  2 . 0  b i l l i o n   f r o m   t h e   C e n t r a l  Bank. 
As a p r o p o r t i o n  o f  GDP, C e n t r a l  Bank f i n a n c i n g  of t h e   d e f l c r t   a m o u n t e d  
t o  16 p e r  cen t .  

Budget e s t   l m a t e s  for 1982 L n d l c a t e   t h a t   r e v e n u e s  are t o  r ~ s e  by 
56  p e r  c e n t  o v e r  t h e i r  1981 level  ( t o  Y R l s  5 . 1  b i l l L o n ) ,  while expend i -  
t u r e s  are  t o   I n c r e a s e  by o n e   t h i r d  ( t o  YRls 9.4 b i l l i o n ) .  The budget  
does not I n c l u d e   a n  es t lmate  of fore lgn  grants. 

b .  Revenues 

G o v e r n m e n t   r e v e n u e s   r o s e   r a p l d l y   d u r i n g   t h e  FFYP as a r e s u l t   o f  
i n c r e a s e d   t a x   c o v e r a g e   a n d  improved e f f i c i e n c y   o f   c o l l e c t   I o n .   B e t w e e n  
1 9 7 5 / 7 6  and 1979/80 t o t a l  r evenues   g rew a t  an a v e r a g e   a n n u a l  r a t e  o f  
4 6  per cent  and expanded a s  a p r o p o r t i o n  of G D P  from 12 p e r  cen t  t o  
23 p e r   L e n t .   T a x   r e c e i p t s ,   f o u r   f l f t h s  of wllrch were from  Import 
d u t L e 9 ,  more t han   quadrup led  I n  the  f i r s t  EOJC years o f   t h e   P l a n   a n d  
a L c o u n t e d  for  about  80 p e r   c e n t  o f  t o t a l   r e v e n u e s .  1/ Taxes   on   ne t  
Income a n d   p r o f r t s   a n d   r n d l r e c t  Laxes on goods a n d   8 e r v i c e s   a l s o  
registered h l g h  growth r a t e s ,  r l t h   r e c e i p t s  from t h e  former i n c r e e s l n g  
by 7 2  per cent p e r  annum  and t h o s e  from t h e  l a t t e r  by 4 9   p e r  cent p e r  
annum (Table  1 1 )  N o n t a x   r e v e n u e s ,   a b o u t   f o u r   f l f t h s  of whlch were 
t r a n s f e r s  of C e n t r a l  Bank p r o f i t s ,  rose s t e a d i l y  from Y R l s  1 1 2   m i l l l o n  
rn 1975/76 to YRls 632 million i n  1979/RO. 

Tax  revenues showed c o n s i d e r a b l e   v a r z a b i l l t y   d u r l n g   t h e  FFYP 
p e r l o d ,  r l s l n g  r a p i d l y  i n  t h e  f l r s t  two years, slumping in 1978/79 ,  
and t h e n  recovering I n  t h e  f o l l o w i n g  year. Between  1975/76  and  1977/78 
t a x e s  on net Income  and p r o f l t s  more t h a n  q u a d r u p l e d ,   t a x e s  on goods 
a n d  z l r e  a l m o s t  d o u b l e d ,  and a l l  o t h e r   t a x e s   t r l p l e d .  In 1978/79 ,  
r'.lwever, the g r o w t h  of t a x  .P 2wes f e l l  t o  8 per   cen t   compared   w i th  
about  80 p e r  c e n t   p e r  annum in t h e  p r e c e d l n g  t w o  y e a r s .   R e l r g i o u s   a n d  
stamp t a x e s  decllncd i n  1 9 7 8 / / 9  whlle Import duties, whose growth had 
exceeded the g r o w t h   o f   p r i v a t e   i m p o r t s  Ln earller y e a r s ,   r o s e  by o n l y  
6 p e r  c e n t   d e s p l t e  a 47 per c e n t   i n c r e a s e   I n  p r lva te  Impor t   payment r .  
" b e  s l a c k e n i n g  off of Impor t   du t  les  resu l ted  from a r e d u c t  Lon i n  the 
average t a r l f f   r a t e  and from l n c r e a s e d   e x e m p t i o n s  of Inves tmen t  goods. 

1/ For a summary o f  the Y . A . R .  tax  eystern, eee Yemen Arab R e p u b l i c  - 
ReFent  Economrc  Developmente,  SM/81/173 (8/19/81), Appendix 11, pp.  76-82. 
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Table 11 Yeaen Arrb b p u b l r c  Government Eevcnuem , 1976/77-1982 

( I n  ml l l ionr  of Yemen r la lm)  

""""" - 
Actualr  

1900 - 
Arrent revenuen 

Tax revenups 

Taxer on net ~ncome and p r o f l t r  
Wageq and salaries 
C o m e r r i a l  and l i d u s t r l a l  

Flrntal  Income 
Ot he I 

profits 

TaKes on property 
Real eatatc   transfcrr  

Taxer on gonds and serviccr 
SclPctIve c x c l s e r  on goodm 

TobnLLo and ctgarct ter  
Petroleum  products 
S o f t  d r l n k a  
Q a t  

qelect lve   taxes  on recvkcca 
Tranaport 
Clnemas 

Motor v e h l c l e  tAKCB 
' I ther  

Taxes on rnternatlonal trade 
Import d u l l e r  nnd taxer 

C U S t O I O E  d u t  lea 
Defense  tax 
Stat 1st leal taK 
Other 

Expor t  dut ler  and taxer 

Othcr t a x e s  
Re11810UB taxes (Zakat) 
St amp t axea 

S t  amp due lea 
Consular f ees  

Nontax revcnueg 
Property income 
AdmLnlstrat LVP feee and charger 
Flnes and forfe l turer  
Other 

pLt41 revenue. 

Tor41 

1.292.8 

1,074.4 

Tsa 
40 3 

21 7 
2.3 
0.7 

34.8 
X T  
(4 1) 

(21  1)  
(1  5 )  

("1 

to  1) 
0 7  

( 0  6) 
6 1  
1.2 

928 9 m 
(675.0) 
(176 0 )  

(68.9) 
(8 7) 

0 3  

67 .O 

34 2 
m 

("1 
("1 

rn 218 4 

47.1 
11 .( 

2 7  

5.7 

1,298 5 

- 

1,985 4 

1,603.0 

7A7 
100 9 

56.8 
4 5  
0.9 

4.4 m 

%+ 
(1 6) 

(39.4) 
(1 9) 
("1 
0 6  
(--) 

( 0  6) 
21 7 

3 8  

%= 
(950 5 )  

(111 0 )  
(235  6) 

(6  6)  
0 5  

124 1 

64 2 
(19 6)  
(44  6) 

382 4 
m67 

61 6 
I 1  1 

3 3  

3 0  

1,988 4 

59.9 

- 

2.160.6 

1,731 9 

T r r  
139.0 

66 7 
0 5  
0 5  

4.2 
R * 

(0.3) 
(44 4) 

( 2  5 )  
("1 
0.6 

( 0  6) 
("1 

48 1 
B .6 

+K 
(1,021  1) 

(245  2) 
(117 5 )  

( 1   7 )  
0 4  

G-5 
96 3 

58 3 
(16  2) 
(62 1) 

428.7 

73.1 
14.0 

3 9  

14.1 

2,174 7 

5 5 n  

- 

2.755.4_ 

2,123.4 

rn 204.2 

73 3 
LO 9 

7 2  

m 5 5  

m 
( 5  1) 

(106 2 )  
( 5  7 )  
( 9  0 )  

0 6  

( 0 . 6 )  
I") 

62 5 
0.2 

189.3 

w 
(1,169 4) 

(320.8) 
(126 7 )  

( 2  9 )  
0 1  

%i 
57 9 

(27.8) 
(30.1)  

632 0 
510 1 

96 5 
20  0 

5 4  

7.5 

2,762 9 

- 

- 

3,041 .I 

2.424.9 

w 
7 3  2 
10.3 

8 3  

++ 
m 
(4 8) 

(162 8)  
(11 5 )  
(42  2) 

0.7 
( - - I  

( 0  7) 
65 4 

287 .4 

" 

w 
(1,291 3)  

(369  6) 
(120 5 )  

( 3  1) 
" 

111 9 

7 3  6 
(32 3 )  
(41.3) 

616 7 

98 4 
20 6 

6 .1  

8 5  

3,050 1 

33 

m 

- 

3.277 .4 

2.621.0 

310.6 m 
116 0 

17 7 
7.1 

% 
306 2 m 

( 5 . 4 )  
(114 0 )  

(25 5 )  
(87 3 )  

0.5 
(--) 

t o  5 )  
73 5 
" 

%E+ 
(1,159 2 )  

(301 3)  
(124 7 )  

(28.2) 
0 2  

M6 C. 

361 5 
(55  6 1  

(305 9) 

656 4 

160 0 
24.4 
22 2 

5 6  

3,283.0 

7n 

4491a 

- 

5,120 8 

3.918 4 

354 
155 0 
25 0 
15 5 

E+ 
491  7 
'SBBb 

(8 0 )  
(170 0 )  

( 3 5  0 )  
(175 0 )  

0 7  
("1 

( 0  7 )  
110 0 
" 

w 
(1 ,550 0 )  

(555 0 )  
(222 0 )  

( 2 1  2) 
" 

TBbb 
614.0 

430 0 
( 8 0  0 )  

(350 0 )  * 
264 4 
44 4 
" 

- 8 0  

5,128 8 

Source Hlnlatry of Fmance  

- 1/ Psovlslonal (Ape11 27.  1982). 
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C o l l e c t i o n s  of all t a x e e  improved i n  1979180. Taxact on net income and 
p r o f i t s   i n c r e a e e d  from YRle 139 m i l l i o n  to  YRLa 204 m i l l i o n  aa  a r e s u l t  
of t h e   c o l l e c t i o n  of  p a s t  due taxen  which  had  accumulated  mince 1972, 
and excise taxes on p e t r o l e u m   p r o d u c t s   r u e e  from Y R l s  44 mil l ion  t o  
YRls 106 m i l l i o n  mainly a s  a coneequence  o€ the  eattlement of a c c o u n t s  
between t h e  YOMRC a n d   t h e   M i n i e t r y   o f   F i n a n c e .   W i t h   s i g n i f i c a n t  increamcs 
i n  c o l l e c t i o n e  of most other t a x e s ,  to ta l  t a x  r evenues  were 23 per c e n t  
h i g h e r  in 1979/80, w h i l e   n o n t a x   r e c e i p t s  were up by 47 per cent  , r e f l e c t i n g  
the   g rowth  Ln t h e  C e n t r a l  Bank's f o t e r g n   a e s e t e   a n d   t h e   r e l a t i v e l y   h i g h  
internat  r o n a l  in te res t  r a t e s .  

P r e l i m n a r y   a c t u a l   d a t a  for 1981 i n d x a t e  a d e c l i n e  i n  t h e   g r o w t h  
rate of government  revenues t o  8 per c e n t   l a r g e l y  as t h e   r e e u l t  of an 
a b s o l u t e   d e c r e a s e  i n  the c o l l e c t  Lon of   lmpor t   du t  l e e .  I m p o r t   d u t i e e  
f e l l  from Y R l a  1.8 b l l l l o n   t o  YRle 1 . 6  b l l l l o n ,  t h e i r   s h a r e  in t o t a l  
r e v e n u e s   d r o p p l n g  f r o m  59  per c e n t  to 49 per c e n t .  T h i n  downturn wee 
a t t r r b u t a b l e   t o  a number of c a u s e s -   t h e   v a l u e  of imports d e c r e a s e d  arr a 
r e s u l t   o f   t h e   s l u g g i s h   d o m e a t i c  economy and the r e l a t i v e l y   l a r g e   i m p o r t e d  
g o o d s   i n v e n t o r i e s ;  the  v a l u a t i o n  of imports for c u s t o m s   d u t y  purposes 
was lowered from Y R l s  5 .5  to Y R l s  5.0  p e r  U . S .  d n l l a r ;   a n d  a \ i g h e t  
p r o p o r t  Lon o f  imports, amount i n g   t o   a b o u t   o n e   f i f t h ,  wae exempt from 
du ty .   Fu r the rmore ,  as In  e a r l i e r  y r a r e ,   d r f f  l cu l t i e s  were e n c o u n t e r e d  
In t h e  f u l l  c o l l e c t i o n  of d u t l e s  on o v e r l a n d  i m p o r t s .  The d e c l l n e  i n  
I m p o r t  d u t i e s  was accompanred  by a d e c r e a s e  In e x c l e e  taxes on pe t ro l eum 
p roduc t s   f rom Y R l s  163 mrllrcn In 1980 to Y R l s  114 m l l l i o n   i n  1981, as 
the YOHRC c o n t i n u e d   t o   o f f s e t  i ts  l l a b l l l t y   a r i s l n g  from t h e   c o l l e c t i o n  
of exc lue   t axes   aga :ns t   pu rchaees   o f   pe t ro l eum  p roduc te   by   t he   Governmen t .  
However , t he   poor   pe - fo rmances  o f  rrnport d u t y  and pe t ro l eum e x c l s e  t a x  
recelpts  were more t h n n  o f f s e t  by i n c r e a s e d   c o l l e c t l o n e  of o t h e r  taxes.  
Taxes on ne t  lncome a n d   p r o f l t s  rose by 37 p e r   c e n t  as the  a u t h o t l t l e e  
c l e a r e d  a l l  the l a r g e l   t a x   a r r e a r s  cases and I n s t i t u t e d   e i r n p l l f i e d  
p r o c e d u r e s   f o r   t a x   c o l l e c t  Lon; t h e  e x c ~ s ~ =  t a x  on q a t   d o u b l e d  to Y R 1 9  87 
m l l l i o n   w i t h   t h e   o p e n i n g  of the  Hodezdah c e n t r a l   m a r k e t ;   a n d  the i n t r o -  
d u c t l o n   o f  a YRls 2 , 0 0 0  a n n u a l   f e e  for the   pos tponement  of m l l i t a t y  
service l e d  t o  an Increase in cons l lar  fees f r o m  Y K l s  41 m l l l i o n   i n  1980 
t o  Y R l s  306 m l l l r v n   I n  1981. Nontax revenues were  up only e l l g h t l y  as 
C e n t r a l  Bank p r o f i t s   d e c l l n e d  a s  a r e s u l t  of  t h e  lower  l e v e l  of r n t e r -  
n a t r o n a l   r e s e r v e s .  

Revenues for 1982 are budgeted  a t  Y R l s  5.1 b l l l i o n ,   w i t h  t a x  
c o l l e c t i o n s  rrs lng  by 50  per  cent t o  Y R l s  3 . 9  b i l l i o n   a n d   n o n t a x   r e c e l p r s  
d o u b l i n g   t o  Y R l s  1 . 2   b l l l l o n .  A number of  a d m l n l s t r a t l v e   i m p r o v e m e n t s  
a n d   a d d i t l o n a l  taxes a r e  e x p e c t e d  t o  h a v e  a s i g n r f l c a n t l y   f a v o r a b l e  
e f f e c t   o n  t ax  r e v e n u e s .  Taxes on n e t  income and Dro€l ts  a r e   b u d g e t e d  
to I n c r e a s e  by 43 per c e n t  as a r e s u l t  of the cnnt i n u e d   a p p l i c a t i o n  of 
t h e  simpllf l e d  col lect  Lon p r o c e d u r e s  r n t r o d x e d  Ln 1980, set  t l l n g  the 
r e m a i n i n g   t a x  arrears cases, a n d   s u b J e c t  1-ng t h e  sa lar ie s  o f  members o f  
the armed forces to taxatmn.  Exclse tsdxes on   pe t ro leum products are 
e s t i m a t e d   t o  rlse by almost 5 0  p e r   c e n t  as t h e  practlce of offsect  i n &  
excise t a x  l l a b l l l t l e s   a g a L n s t  governmerrc purchases of p e t r o l e u m   p r o d u c t s  
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h a s  been d i s c o n t i n u e d .  In 8ddit iOr1,  a f u r t h e r   i n c r e a r e  in c o n s u l a r  fecr 
is  e x p e c t e d  a0 t h e  Y . A . R . ' r  embarmier abroad  utart c o l l e c t i n g   t h e   a n n u a l  
fee For t h e  partponenent of m i l i t a r y  s e r v i c e .   A l t h o u g h   c o l l e c t i o n r   o f  
there t a x e e   d u r i n g  t % c  f i r a t   q u a r t e r  of 1982 f e l l  rhott of their b u d g e t a r y  
est  ~ n a t e a ,   t h e y   n o n e t h e l e r e   d i e p l a y e d   r h a r p  riuelr compared with t h e  
c o r r c e p o n d i n g   p e r i o d  of 1981. 'Ihe r e d u c t i o n   i n  the real ee t r t c  t r a n e f e t  
tax r a t e  from 10 p e r  cent t o  2 per c e n t ,   c o u p l e d   w i t h  thm removal o f   t h e  
exemption for t r r n r f e t r  of e m a l l   p a r c e l r  , cauned firet q u a r t e t  tecaipte 
t o  m o r e   t h a n   d o u b l e ;   h o w e v e r ,   t h i s  i o  n o t   l i k e l y   t o   h a v e  a n o t i c e a b l e  
e f f e c t  on t h e  o v e r a l l  t i r ca l  o u t c o m e .   I n   c o n t r a a t ,   f i r e t   q u a r t e t  import 
d u t y   c o l l e c t i o n r   d e c l i n e d   s l i g h t l y   d e r p i t e   t h e  ehrrp budge ted   i nc r samc  
from Y R l s  1.6 b i l l i o n  t o  Y R l a  2.3  b i l l i o n .   E x c i r e  taxeu on q a t  are alro 
expec ted  t o  r i r e   r i g n i f i c a n t l y   w i t h   t h e  coning i n t o  operation of t h e  
Sana 'a  and T a l 2  c e n t r a l   m a r k e t s .  

C .  Expend i t  u r e a  

D u r i n g   t h e   f r r m t   f o u r   y e a r e  of t h e  FFYP t o t a l  goverztmant  cxpcndi- 
t u r e a  i n c r e a s e d  by t v e r  400 p e r   c e n t   t o  a l e v e l  of YR1s 5.0  b i l l i o n ,  
r i s i n g  from 2 0  p e r   c e n t   o f  GDP i n   1 9 7 5 / 7 6  t o  42 p e r   c e n t  in 1979/80.  
C u r r e n t   e x p e n d i t u r e s  grew from Y R l s  617 m i l l i o n  t o  Y R l r  2 . 5   b i l l i o n ,  
wh i l e  c a p l t a l  ou t l ays   expanded   f rom YRla 361 m i l l i o n  to abou t  t he  same 
l e v e l  as c u r r e n t   e K p e n d l t u r e 8 .  All components of  c u r r e n t   a n d   c a p i t a l  
s p e n d i n g   I n c r e a s e d   r a p i d l y ,   p a r t i c u l a r l y   o u t l a y s  o n  h e a l t h ,   e d u c a t i o n ,  
and economic  and soc la1 s e r v i c e e  t h e  r e a u l  t o f   w h i c h   u s e  a r e d u c t  ion i n  
t h e  Rhare of t h e  d e f e n a e   a n d   g e n e r a l   p u b l i c   s e r v i c e s   c a t e g o r i e s   f r o m  7 2  
per   cen t  t o  5 5  p e r  c e n t  of t o t a l   b u d g e t e d   e x p e n d i t u r e s   ( T a b l e  1 2 ) .  1/ 
Out lays  on h e a l t h ,   e d u c a t l o n ,   a n d   e c o n o m l c  end social   services roee-from 
Y R l s  169 m i l l i o n  I n  1975/76 t o  Y R l s  1 . 5  bllllon I n   1 9 7 9 / 8 0 ,   e q u i v a l e n t  
t o  2 2  per cen t   and  33 p e r   c e n t  of t o t a l   b u d g e t e d   s p e n d l a g ,   r e e p e c t i v e l y .  

Between 1979/80 a n d   1 9 8 1   t o t a l   o u t l a y e  rose by 41 p e r   c e n t  t o  
Y R l e  7 . 1   b i l l i o n  ( 5 5  p e r  c e n t  of GDP). C a p i t a l   e x p e n d i t u r e e   i n c r e a s e d  
by 5 3  p e r   c e n t   w i t h  the e x t e r n a l l y   f i n a n c e d   p o r t i o n   r i s i n g  by over 
two t h i r d e  from YR18 5 5 9  m i l l l o n  t o  Y R l s  941 m l l l i o n ,  while c u r r e n t  
spend ing  was up by 29 per cent .  As i n  t h e   e a r l i e r  yeare of the  P l a n ,  
e x p e n d i t u r e s  on h e a l t h ,   e d u c a t  ~ o n ,  a n d   e c o n o m l c   a n d   e o c l a l   s e r v i c e s  
g r e w   f a e t e r   t h a n   d e f e n s e   a n d   g e n e r a l   p u b l i c   s e r v i c e s   o u t l a y s .  I n  
te rms  of t h e   b u d g e t a r y   c l a s s i f l c a t i o n  of e x p e n d l t u t e s ,  the s h a r e  of 
a a l a r l e s  and wages in c u r r e n t  spending, which had i n c r e a s e d   e i g n i f i -  
c a n t l y   I n   e a r l l e t  years ae a resul t  of  t h e  expanding  s ize  of t h e   p u b l i c  
a d m i n i s t t a t i o n ,  resaxnel unchanged at 40 p e r   c e n t  (Appendix Tab le  26) .  
- " 

r m a  on t h e  f u n c t   l o n a l   c l a s e l f i c a t i o n  of e x t e r n a l l y   f i n a n c e d   c a p i t a l  
e x F e n d l t u r e s  are not  available, and t h e r e f o r e   o n l y   b u d g e t e d   c u r r e n t   a n d  
c a p i t a l   o u t l a y s   a r e   t a k e n   i n t o   a c c o u n t  in c a l c u l a t i n g  t h e  f u n c t i o n a l  
d l e t r l b u t l o n  of governmen t   expend i tu re s .  
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k t u l r  
1-/71 1971/79 1979/1)(1 1910 1981 l( - 

Lnrrrl public rrwicrr 
Canard r d p i n i r t r a t  ion 
Public order and aafetp 

k Leare 

Mucat ion 

icalth 

kmmunity m d   r o c i a l  
servicer 

Recraat ion41 4nd 
r e l a t e d  act i v ~ t  LCI 

Broadcast Log, pte88,  
and informat ion 

b 1 l g l O n  

lcoMwrc a c w i c e r  
Agr rcu l tu re  
n m m g  
E l c c t r x c i t y  and water 
Cone t rue t Lon 
Transport a t  Lon and 

ccmmunicat ion 
Commerce 

Lnte tc r t   on   publ lc   debt  

I a p i t a f   t r a n r f c r r  

I n c l r r r i f r e d   c a p i t a l  
expenditures 

budgeted expendr tu rc r  

:apltaL e x p c d r t u t c e  
f ~ n a n c e d   b y   e x t e r n a l  
l oans  L/ 

T o t a l  

m 328.9 

109.5 

U6.9 

96  .O 

37 .5 

- 
- 
- 
- 29.3 

12 .0  

7.7 
9.6 

124.2 
19.1 

0 .9  

70.4 

30.4 
3.4 

10.6 

140.9 

- 
" 

- 
- 
" - 

1,256.3  

188 1 - 
1,664.4 

rn 
lab. e 

518.6 

- 655.7 

220.0 

86.0 

- 
- 
56.1 

31.6 

9 .6  
14 .9  

312.3 

6 . 3  

190 3 

60.8  
12.7 

15.4 

276.4 

- 

42.0 
" 

- 
- 
- " 

2,140.5 

- 276.9 

2,417 4 

736.3 

964.9 

1,705.1 

427.7 

135.3 

m 

- 
- 
- 98.7 

51.3 

15.2 
32.2 

359 .2  
43.1 
" 

" 

204.5 

91.2  
20.4 

17.0 

404.0 

- 
- 
" - 

3 , 8 8 3 . 3  

581.6 

4,464.9 

- 

940.6 m 
349.9 

1,507.8 

568 8 

180.1 

- 
- 
154.2 

60.4 

56  4 
37 -4 

61.7 
578.3 

- 

" 

" 

255.6 

244.7 
16.3  

22 .1  

513 0 

- 
- 
" - 

4,464.9 

558 8 

5 ,023  7 

- 

341.3 

1,545 3 

673.0 

206.6 

- 
- 
- 104.1 

51.9 

52.2 
" 

795.0 
166 
" 

" 

364 6 

338.2 
15.8 

27 .o 

515 9 

- 
- 
- " 

4,954 5 

1,918 4 

6,872.9 

452.7 

2,025.2 

873.5 

223.9 

- 
- 
- 112 .1  

39.2 

7 2 . 8  
I 

830.6 m 
0 6  

404 5 

300.2 
17 3 

35.3 

641.8 

" 

- 
- 
- 208 .o 

6,119.6 

- 940 9 

7,040 5 

586.0 

2,403.9 

1,420.6 

467 .O - 
163.9 

53  5 

110 4 

- 

" 

987.5 
* m 

" * 
5.3 

649 3 

169 3 
24.4 

20.0 

1 ,026 .8  

- 

- " 
8 , 2 1 2  8 

1,215 0 

9 ,427 .8  

L 

Saurce :   Minis t ry  of FLnance. 

- I/ Provieiomf (Apr~l 27, 1962) - 2 /  Comterpart of proJec t  and c-daty l oans ,  whkch 1 8  not Included m the budget d o c m e e a .  
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Mora t h a n  40 per cent of a l l  c u r r e n t   o u t l a y s  were an dcfcnrc  
29 p e r   c e n t   o n   g e n e r a l   r d m i n l r t r a L  ron a n d   p u b l l c   s a f e t y  , and 
on h e a l t h ,   e d u c a t   i o n ,   a n d   o t h e r   s c r v 1 c e ~  , w i t h   e x p e n d t t u r c a  

i n  1981, 
t h e  r e r t  

on   educa t  
exceed ing   t hoae  on h e a l t h   a n d   o t h e r  services combined  (Appendix  Table  2 7 ) .  
A8 r e g a r d s   c a p i t a l   e x p e n d i t u r e s ,   d e f e n e e ,   e c o n o m i c   1 c r v i c e 8 ,  and c a p i t m l  
transfers each   accoun ted  for a b o u t  one q u a r t e r  of t o t a l  b u d g e t e d   o u t l a y s  
(excluding Y R l a  208 m a l l l o n  of  unclassified e x p e n d i t u r e e ) ,  w i t h  the 
r e m a l n r n g   q u a r t e r   a l l o c a t e d   m a r n l y  t o  g e n e r a l   p u b l i c  s e t v i c e r ,  h e a l t h ,  
and   educa t  Lon, c a p l t a l   r p e n d r n g  on e d u c a t  1011 I n c r e a s e d  by 50  per cent  in 
1981 (Appendix Tab le  2 8 ) .  I n   a d d l t l o n  to b u d g e t e d   c a p l t a l   e x p e n d i t u r e s ,  
YRls 941 rnil l lon of c a p l t a l   s p e n d i n g  was e x t e r n a l l y   f l n a n c e d  i n  1981, 
t h u s   b r l n g l n g   t o t a l   c a p l t a l   o u t l a y s   t o  Y R l s  3.8 b i l l i o n ,  equivalent t o  
2 9  p e r   c e n t  of GDP 

For 1982 c u r r e n t   e K p e n d i t u r e s  are est  m a t e d  t o  increase  by 3 8  p e r  
cen t  t o  YRls 4 5 b l l l l o n ,   w h l l e   b u d g e t e d   c a p i t a l   o u t l a y s  a t e  p r o j e c t e d  
t o  r i s e  by 30 p e r  c e n t  t o  Y R l s  3 7 b r l l l o n .   W i t h  an a n t i c i p a t e d  2 9  p e r  
cent   Ancrease I n  e x t e r n a l l y   f l n a n c e d   c a p l t a l   e p e n d l n g ,   t o t a l   c a p r t a l  
ou t l ays   wou ld  be Y R l s  4.9 b l l l l o n ,  l e a d i n g   t o   a n   o v e r a l l   l e v e l  of 
government   expendl tures  o f  YRla 9 4 brlllon In terms of t h e   b u d g e t a r y  
c l a s s l f l c a t  Lon oE e x p e n d l t u r e s ,  s a l a r l e s  and  wages are e a t l m a t e d  t o  r i e e  
by 50 p e r  c e n t  - n  1982  and t o  ac-count for 4 3  per c e n t  of t o t a l  c u r r e n t  
o u t l a y s .   E x c ~ p t  for  e d u c a t   I o n ,  health, a n d   e c o n u m i c   s e r v i c e s ,   a l l  
f u n c t l o n a l   c u r r e n t   e x p e n d i t u r e   c a t e g o r i e s   a r e   b u d g e t e d   t o   e x p a n d  b y  
about o n e  t h l r d  C u r r e n t   o u t l a y s   o n   e d u c a t l o n  are p r o j e c t e d   t o   i n c r e a s e  
b y  5 8  per c e n t  t o  Y R l s  8 7 9  m l l l l o n ,  h ~ l e  c u r r e n t   s p e r l d l n g   o n   h e a l t h ,  
w h i c h  had  decreased  to Y R l s  103 m l l l l o n  In 1981,  1s e s t  l m e t e d   t o  r l se  
t o  Y R l s  193 mllllon i n   1 9 8 2   C u r r e n t   e x p e n d i t u r e s   o n   e c o n o m l c   s e r v i c e s ,  
L n  contrast, ere  e x p e c t e d  t o  grow b y  o n l y   1 4   p e r   c e n t ,  to a l e v e l  of  

Y R l s  2 0 7  m l l l l o n  S l m l l a r  t o  t h e   a l l o c a t l o n s  for c u r r e n t   s p e n d ~ n g ,  
c d p i t a l   e x p e n d i t u r e   a l l a c a t l o n s  €or e d u c a t l o n   a n d   h e a l t h   a r e   s h a r p l y  
h i g h e r .  S u b s t a n t  la1 i n c r e a s e s  are also budgeted for c a p i t a l   s p e n d l n g  on 
g e n e r a l   a d m l n l s t r a t l o n ,   b r o a d c a s t l n g ,   a n d   c o n a t r u c t l o n ,  as w e l l  a8 for 
c a p l t a l   t r a n s f e r s .  The s l l o c a t l o n  for c a p l t a l   p r o j e c t s   i n   d e f e n s e ,  on 
t h e  other hand, 1s s l l g n t l y  lower t h a n   t h e   p r e l r m l n a r y   a c t u a l   f r g u r e  for 
1981 

( 
ZV Money and C r e d r t  

1 I n t r o d u c t i o n  

The b a n k ~ n g  system In t h e  Y A 9 c o n s l s t s  o f  the C e n t r a l  Bank of  
Yemen (established I n  1 9 7 1 1 ,  eleven c o m m c r c l a l   b a n k s ,   a n d   t h r e e   s p e c l a l l z e d  
banks The Yemen Bank f o r  Reconst  rucL lon  and  Development IS the l a r g e s t  
commcrclal bank   (w l th   abou t   two   t h l rds  of t h e   c o m m e t c l a l   b a n k s '  t o t a l  
a s s e t s )  and LS the o n l y  one w l t h  b r d n c h e s   o u t s i d e   t h e  rnaln c l t l e s ,  lt 1s 
5 1  per cent owned b y  the   Government   Erght  o f  t h e  o t h e r  ten  commercial 
banks are branches  o f  fore lgn banks, wh1'Le the r cma ln lng  two are l o c a l l y  



rncorporat-d joint venturea w i t h  t h e  Y . A . R .  and foreign p a r t i c i p a t i o n .  1/ 
The number o t  s p e c i a l t e e d  brnkr wan reduced from four t o  t h r e e  at  t h e  
end o f  1981 w i t h  t h e  merger of the Agrtcul turr l  Credit Bank and t h e  
Nat i o n a l  Cooperat Lve Development 8 a n k   i n t o   t h e  Agricultural Coopetat ivc 
Credi t   Bank,  Th~r bank,  a long  w i t h   t h e   I n d u r t r i a l  Bank a €  Yemen and 
the Houring Crrdrt  Bank, are govr tnmant - rponrorcd  l n r t i t u t  ionr met up 
t o  prOUkOE@ economic a c t i v i t y  i n  their r c r p c c t i v e   r c c t o t r ;   t h e y   d o   n o t  
g e n c t a t  l y  accept  d e p o s i t s  from the pub1  ic   and  are n o t  i n c l u d e d   i n  t h e  
monetary  aurvey.  

- 

2 .  R e c e n t  developments  

The rete  of g r o u t h  O E  d o m c r r t i c   l i q u l d i t y  (money and quas l -money)  
d e c l i n e d  steadily from 74 per c e n t  i n  1976/77  t o  8 p e r   c e n t   i n  1981 
(Table  1 3  and  Appendlx Tablee 29-32). in t h e   € i r e t  two years  o f  t h i s  
p e r k o d ,   e x t e r n a l   t r a n s a c t i o n s  exerted a h i g h l y  e x p a n s i o n a r y  lrnpact on 
dorneatic l r q u i d i t y  as  reflected I n  t h e  large i n c r e a r c a   i n   t h e  net f o t c l g n  
a s s e t s  of t h e  banklng  Bystem, r h ~ l e  the  l l q u r d r t y  e f f e c t  of t h e  Government ' e  
f l n a n c l a l   o p e r a t l o n e  vas c o n t r a c t l o n a r y .  The year 1978/79  vas p l v o t a l ,  
w ~ t h  the a d d l t l o n   t o  n e t  f o r e i g n  a s a e t s  b c r n g   c o n s l d e r a b l y  smaller t h a n  
i n  t h e  prev lous  year and t h e  Government  becoming a ne t   bo r rower  € t o m  t h e  
banking system for the  f i r s t  tlme I n  a e v e r a l  years.  The continued 
d e c e l e r a t i o n   i n  monetary expana lon  In t h e   f o l l o w i n g  two and one-ha l f  
y e a r s   o c c u r r e d  a s  t h e  Cuvernmen t ' s   bank- f lnanced   budge te ry   de f i c i t   w ldened  
s u b s t a n t   i a l l y  As government  fknanc La1 o p e r a t  I o n s  became more e x p a n s i o n a r y ,  
t h e a r  l r q u l d l t y  Impact was o € € e e t  by r t s i n g  o v e r a l l   b a l a n c e  o f  payments 
d e f l c l t s .  

Tn 1981 t h e   g r o r t h  of d o m e s t i c  l l q u l d r t y  was less t h a n   I n   t h e  
p r e c e d i n g   s e ~ c r a l  years In a b s o l u t e  a8 well as  i n  r e l a t  Lve terms. T h ~ s  
reduced monetary expansion rrEZeLted t h e  weakenlng o v e r a l l   b a l a n c e  of 
payments p o s l t m r  and t h e  r e a u l t l n g  v e r y  l a r g e   d e c r e a s e  i n  t h e   n e t   f o t e l g n  
assets of the bartkrng s y s t e m .  Net bank borrowing by t h e  Governmen t ,   a t  
over  Y R l s  2 0 bllllon, w a s  5 0  per c e n t  h l g h e t  t h a n  1n the preceding 
year C r e d i t   t o  the nongovernment   sec tor  was l ess  than h a l f  ~ t s  Level 
I n  1980 a ?  p u b l l c  and m l x e d  enterprises and p a r t ~ c u l a r l y   t h e   p r l v a t e  
sector r e d u c e d   t h e l r  b o r r o w i n g .  Most o f    he p u b l i c  and mrxed e n t e r p r i s e s '  
borrowrng was from the C e n t r a l  Bank t o  o b t a i n   c o u n t e r p a r t  f u n d s  for 
mat c h l n g  w i t h  f o r e i g n   f l n a n c l n g  or €0 cover p r o J e c t   e x p e n d l t u r e s  p e n d l n g  
t h e  dlsbursement o €  e x t e r n a l  l o a n s ,  borrowing of worklng c a p l t a l  from t h e  
commercial banks   Increased  v e r y  little (Appendix Table 3 3 ) .  The v e r y  
s u b s t a n t l a l  drop  i n   c r e d i t  t o  t h e  p r l v a t e   e e c t o r  waa a consequence  of 
s e v e r a l   f a c t o r s  the less buoyant economic e o n d l t l o n s   i n   t h e  Y . A . R .  and 
abroad  w h l c h ,  among o t h e r   t h l n g s ,   l e d   t o  a r e d u c t  Lon In  p r i v a t e  Bettor  
1mport9 ,  more restrained l e n d i n g  p r a c t i c e s  on t h e  part  of  t h e  f o r e r g n  
branch banks,   which I n  e a r l l e r  years  had been t r y l n g   t o   e e t a b l i s h  a 
presence In t h e  local m a r k e t ,   t h e  groulng proportion of l m p o r t e   c t a n s -  
p ~ r ' t e d  O Y P ~  land routes: whlch tend t o  he f ~ ~ a n e e d  outslde t h e  banking 
s y s t e m ,  and the hrgh level of %aterest rates.  

7 - r  a d e t a i l e d  d i s e u s s i u  i n  t h e  Y .A.R., eee 
Y&n Arab Republlc  - Recent Economic Deve lopents ,  SM/81/173 <8 /€9 /81) ,  
PP. 34 23* - 
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fa the Lirrt q u a r t e r  of 1982, on the other b a d ,  monetary axpanmion 
accelerated t o  20  per c e n t  at an a n n u a l  rate,  compared with no Browth in 
the m m  period o€ t h e   p r e c e d i n g  y e a r ,  ‘Lhe l i q u i d i t y   i m p a c t  of a s t e r n a l  
t r a n r a c t i o n r  war much l e e a   c o n t r a c t i o n a r y ,  ar r u b r t a n t i a l  foreian  cash 
gtmatr w e t i  tecaived,  and   €h im  f ac to r  a l r o  l e d  t o  a r educed  need for bank 
f i n a n c i n g  of the b u d g e t a r y   d e f i c i t .   C r e d i t  t o  public  and mixed entat- 
p r i s m  c o n t r a c t e d  by a Latyst .moun t   t han  in  t h e  f i r r t  q u a r t e r  of 1981, 
but t h i a  waa more than offset  by lnc rea rcd   Lend ing  t o  the p r i v a t e  rec tor .  
P r i v a t e   r e c t o r  demand f o r   c r e d i t  was r t i m u l a t c d  by o p t i s i r m  engendered 
by the i n i t  i a t i o n  of t h e  SFYP, a h i g h e r   l e v e l  of p r i v a t e  r e c t o r  iapottr, 
and t h e   l o w e r i n g  of co-erctal bank r n t e r c s t  rate8 i n  Decewbcr 1381. 

The v e l o c i t y  of money (a8  mearu red   by   t he  ra t io  of CDP t o   e i t h e r  
money a l w e  or t o   d o m e r t i c   l i q u i d i t y )  ham mote or l e e r   a t a b i l i t e d  i n  
r e c e n t  year8 a f t e r   h a v i n g   d e c l i n e d   s i g n i f i c a n t l y   d u r i n g   t h e   m i d - 1 9 7 0 r .  
The d e c r e a s e  i n  v e l o c i t y  during t h e   e a r l i e r   p e r i o d   r e f l e c t e d   t h e   g r o w i n g  
m o n e t i z a t i o n  of the economy which h e l p e d  mitigate t h e   i m p a c t  of the 
rap id   mone ta ry   expans ion  on t h e   d o m e s t i c   p r i c e   l e v e l   a n d   t h e   b a l a n c e  o €  
payment s . 
3 ,  M o n e t a r y   p o l i c i e e  

C o m m e r c i a l   b a n k s   a r e   s u b j e c t   t o  t w o  reserve r e q u i r e m e n t s - - o n e   o b l i g i n q  
them t o   h o l d   c l e a t i n g   b a l a n c e e  w l t h  t h e  C e n t r a l  Bank a n d   v a u l t   c a r h  
(termed c a e h   r e e e r v e s )   a n d  t h e  o t h e r   r e q u i r i n g   t h e m  t o  h o l d   a d d i t i o n a l  
d e p o s i t s   w i t h   t h e   C e n t r a l  Bank ( termed a t a t u t o r y   r e s e r v e r ) .   P r i o r  t o  
March 1981   t hese  reservee had t o  b e   h e l d   a g a i n s t   d e p o e i t s   i n   b o t h   d o m e s t i c  
a n d   f o r e l s n   c u r r e n c y ,   a n d   a g a r n e t  a l l  d e p o s i t s  and bor rowings  from b a n k r ,  
i n c l u d i n g   t h e   h e a d  o f f i c e  a n d   o t h e r   b r a n c h e s  of t h e  g a m e  bank. To st  imu- 
l a t e   t h e   l o c a l   i n t e r b a n k  market, i n t e r b a n k   d e p o s i t a  and borrovinge were 
exempted from t h e  remerve r e q u i r e m e n t s  in March  1981,   and  In  June 1981 
forslgn currency d e p o s i t s  w e r e  a lso exempted .   Fu r the rmore ,  to d e a l  w i t h  
an anomaly in the interest. r a t e / r e e e r v e   r e q u i r e m e n t   s t r u c t u r e   w h i c h   h a d  
d i s c o u r a g e d  banks from a c c e p t i n g   l o n g e r - t e r m  d e p o a l t s ,  i n  November 1981 
t i m e  d e p o s i t a  w i t h  e marurity of nlne monrhr or more were  exempted from 
t h e   c a e h   r e s e r v e  requirement and those  w i t h  a m a t u r i t y  of o n e   y e a r  or more 
were  exempted from b o t h   t h e   c a s h  and t h e   s t a t u t o r y  reserve r e q u i r e m e n t s .  

Slnce the end of 1975 bo th  t h e  c a s h  and t h e   s t a t u t o r y   r e s e r v e  
r e q u l r e m e n t e  have been s e t  at 19  per c e n t  , for a combined r a t i o  o f  20 p e r  
c e n t .  However, to encourage   banks  to provlde  low-coat  financing t o  c e r t a l o  
d e v e l o p m e n t   p r o j e c t s ,  from tme t o  tme t h e y  have  been p e r m i t t e d   t o   d e d u c t  
amounts Locned to t h e s e  projects from t h e l r  required reserves. I n  a d d l t l o n ,  
eo t h a t  t h e   c o t t o n  crop can be marketed a t  l o w  i n t e r e s t   r a t e a ,   b a n k s  have 
annua l ly   been   a l lowed  to r e d u c e  t h e i r  requlted r e s e r v e s  by the amount of 
t h e i r   s e a s o n a l  lending to the  government-omed General Cotton Company. 

The s t r u c t u r e  of lntcreet rates  on comerc~a l  bank loans  and depos i ta  
1n Yemen r i a l s  was r e v i s e d  on several oscas~ons  i n  1988 and uae changed 
egaxn i n  May and In December 1981 (Appendix Table  3 4 ) -  In May t h e  taaxtmum 
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i n t c t c r t  ra te  allowed to  be cha rged  on loanr wa. raised by 2 petcmstr8. 
po in ta   and  the rainiwtar rated to be paid m depo8its wcrc incrmrud by 
1 p e r c e n t a g e  p o i n t  €or each  category of dcpomit  . I n  Dacember, an the 
other h a n d ,   t h e  rn8ximaraaa l e n d i n g  rate wal l o w r e d  t o  the  1evml (13 per 
c e n t )   t h a t   h a d   p r c v a l l e d  before b y  a n d   t h e  m i n i m u m  dcporit  rates wmre 
d e c r c a r e d  by 1-2 percentage po int .  (makina the ra te  on mavin8s deporit. 
10 per  cent  and the rates on time d e p o r i t m  9kA2 par cent dependinn on 
m a t u r i t y ) .  The in te te r t  ra te  a d j u r t m e n t r  i n  t h e  l a s t  tuo year. h a v e  
been   unde r t aken  i n  t h e  I ight  of m o v m t n t r  i n  i n t c r n a t  ional rater and 
a l s o  tak inq  i n t o  aLcount  domeat ic economic and f inr lnchl  condition.. 
F r e q u e n t l y ,  there has  been a d i f  Ecrcnt i a l  i n  Cavur of Eurodollar ra ter ,  
uhlch ham enLournBe4 gome 1 * p i t s 1  out €low. 

U n t l l  November 1980 t h e   s p e c i a l i z e d   b s n k r '   l e n d i n g  ra ter  were a d j u r t e d  
I n   l l n e   w i t h   t h e  L o m e r - l a l  hankm' maximum l c n d l n g   r a t e  LO t h a t   t h e  
s p e c l a l l r e d   b a n k r '  rate.  on s h o r t - t e r m  and on mcdium- and lonR-tctcn ? 6 a n s  
were 3 p e r c e n t a g e  point  9 and 4 percent  a g e  po hnt I) b e l o w   t h e   c o n m e t c i a 1  
b a n k s '  maxLmum l e n d i n g  r a t e ,  respectively. Since November 1980, houever, 
the lending r a t e e  of t h e  s p c L L a l i t e d  banks h e v e   b e e n   h e l d   r o n o l a n t  at 
11 p e r  cen t  f o r  short-term l o a n s  end 1 0   p e r  cent  for mcdrum- and  long- te rm 
l o a n s .  The lower i n t e r e a t  r a t e 8  o f f e r e d  b y  m p c c r a l t t t d   b r n k a  arc i n t e n d e d  
t o  encourage   lnver tment  i n  p r i o r i t y   s e c t o r r .  

4. S p e c i a l  lzed banks 

The s p e c i a l  i r e d  banka--the Agricultural C o o p e r a t   i v e   C r e d i t  Bank 
(ACCB), t h e  L n d u s t r i a l  Bank of Yemen ( [ B Y ) ,  a n d   t h e  Housing C r e d i t  Benk 
(HCB)--were se t  up b y  the Government t o  p r o v i d e   c r e d l t  and foster t h e  
development oE t h e r r   r e s p e c t l v e  s e r t o r s .  The ACCB 1s who l ly  owned by 
t h e  Government,   and  the  Goverwnent I S  the major Bhareho lde r  In  t h e  XBY 
and HCB. Through r t s  c a p l t a l   s u b a c r l p t  Inns and loan8, t h e  Government had 
furnished over 60 per c e n t  of t h e  banks '  renvurces a a  of t h e  end of 1981. 
The ACCB and the LBY have  a lso obc e i n e d  f inanc ing from b r l a t e r a l   a n d  
multr la teral  f a r e l g n  sources. The balance sheets  of the a p e c i 8 l i t t d  bankm 
are shown L n  Appendix Tables 35-38. 1/ - 

As of t h e  end of 1 9 6 1 ,   t h e   A g r i c u l t u r a l  CredLt  Bank ( A C R ) ,  w h i c h  
h a d  been e e t a b l l e h e d  L n  1 9 7 5 ,  and t h e  Nat iona l   Coop-ra tzve   Development  
Bank (NCDB), which   had   begun   ope ra t ions  Ln 1980, vere merged into the 
ACCB. This o r g a n i z a t i o n a l  move wae i n t e n d e d   m a i n l y  t o  reduce adminle- 
t r a t l v e  d u p l l c a t x o n  and Lmprove c o o r d l n a t  aon. The ACB vas the eldent as 
well as t h e   l a r g e s t  oE t h e  s p e c i a l l z e d  hanke, and was e e t   u p  to p r o v i d e  
l o w - c o a t   p r o d u c t m n   c r e d l t  t o  f a r m e r e .  Its l o a n 8  were m a r n l y   e e a a o n a l  
L n  n a t u r e   a n d   g e n e r a l l y  took the form of fertlllzere, 1 n s e c t i c l d e e ,  or 
o t h e r   p r o d u c t i o n   l n p u t e  rather rhan c a e h ;   t h e   a v e r a g e  s i r e  of loan 
appears to have   been   about  Y R l s  500.  The NCbB w a s  I n t e n d e d  t o  s u p p l y  

1/ The ACCB was c r e a t e d  at the  end of 1981 by the merger of fhe 
&Ticultural C r e d l t  Bank and the Hationirl Cooperative Deve€qmcplt Bank, 
but separate b a l a n c e  s h e e t s  €or the latter tw banks cant inued t o  be 
prepa red   pcnd lng  the c rmple t  Lon of Pome legal  formaltt x e s .  
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b a n k i n g   s e r v 1 c e B   a n d   c r e d i t  t o  c o o p e t a t l v e e   a n d  Local Development 
A s s o c L a t   I o n s   r a t h e r   t h a n  to ~ n d ~ v i d u a l  farmers. The NCDB c o u l d  l e n d  up t o  
h a l f   t h e   c o s t  of a p r o j e c t ;   t h e  maximum m a t u r i t y   o f  i t s  loans was f l x e d  
a t  three years or t h e  p e r i o d  r e m a i n i n g   u n t i l   t h e  term of t h e   b o r r o w i n g  
o r g a n l z a t   L o n ' s   b o a r d  of d l r e c t o r s   e x p i r e d ,   w h i c h e v e r  w e 8  e h o r t e r .  The 
ACCB w l l l  carry o u t   t h e   f u n c  t ione of b o t h   t h e  ACB a n d   t h e  NCDB,  w h i l e  
e n d e a v o r l n g  t o  e l m i n a t e   o v e r l a p .  

The IBY v a s   e s t a b l i s h e d  In 1 9 7 6   t o   p r o m o t e   n e v   l n d u s t r l e s   a n d   f o s t e r  
the e x p a n s i o n  of  e x i s t i n g   o n e s   i n c l u d i n g   s m a l l - s c a l e   o p e r a t i o n s   a n d   h a n d l -  
crafts. The I B Y  m a y  t a k e   a n   e q u i t y   I n t e r e s t  In a n   e n t e r p r i s e  as w e l l  as 
l e n d   f o r   t h e   a c q u l s l t l o n  of  f i x e d  asse ts ,  b u t  i t s  comblned   equ i ty   and  
lending e x p o s u r e   I n   a n y  one f l r m  may n o t   e x c e e d   h a l f  t h e  f l r m ' s   c a p l t a l  
o r  10 p e r  c e n t  of I t s  own c a p l t a l ,   t h e   m a t u r i t i e s  of i t s  loans   t a r .ge   f rom 
1-7 y e a r s  The IBY also  has a u n l t  t o  u n d e r t a k e   p r o j e c t   l d e n t l f l c a t l o n  
and f e a s l b l l l t y   s t u d i e s .  

The HCB was set up I n  1977 t o  p r o v i d e   h o u s l n g   c r e d l t  t o  low-lncome 
e a r n e r s  The HCB's loans  h a v e  a  maxlmum m a t u r i t y  of s e v e n   y e a r s   a n d   a n  
a v e r a g e  s ~ z e  of about  Y R l s  60,000, most   have ln fact  b e e n   a c c o r d e d   t o  
government  employees The HCB a l s o   f i n a n c e s   h o u s i n g   p r o j e c t s ,   a n d  has 
i n v e s t e d   I n   c o n s t r u c t   i o n  f i rms  t o  s t l m u l a t e   h o u s e   b u l l d r n g .  

V E x t e r n a l   S e c t o r  

1 Recent b a l a n c e  of  peyments  developmen= 

A f t e r  showlng c o n s i d e r a b l e   s t r e n g t h   d u r i n g   t h e   m l d - l 9 7 0 s ,   t h e  
Y A R ' s  b a l a n c e  of payments   began  to   weaken In t h e  l a t t e r  p a r t  of t h e  
decade  ( T a b l e  14 and   Appendlx   Table  3 9 ) .  In f lows  of w o r k e r s '   r e m l t t a n c e s ,  
b y  far t h e   l a r g e s t  source uf f o r e l g n  r e c e l p t s ,  and   Impor t s ,   t he   ma ln  
payment I t e m ,  h a v e   b e e n   t h e   p r i n c i p a l   d e t e r m l n a n t s   o f   t h e   o v e r a l l   b a l a n c e  
o f  p a y m e n t s   p o s l t l o n ,   a l t h o u g h   i n  some y e a r s   r e c e i p t s  of  o f f l c i a l   g r a n t s  
and loans have  also b e e n   l q p o r t a n t .   T h r o u g h   t h e  m l d - 1 9 7 0 ~  t h e  Y A . R .  
e x p e r l e n c c d   a n   e x t r a o r d l n a r y   g r o w t h   I n   r e m i t t a n c e s  from i t s  n a t l o n a l s  
work lng   ab road ,  p r  L n c l p a l l y   i n   S a u d i   A r a b l a  A t  t h e  same t lme, t h e  
growth of  Impor t s  was restrained by t r a n s p o r t a t i o n   b o t t l e n e c k s  and by 
t h e  lagged r e s p o n s e  o f  lmport  demand t o   t h e   r e m l t t a n c e - l n d u  ed Increasek 
I n  disposable Income. As a c o n s e q u e n c e ,  In 1976/77  and 197 3 /78  the 
b a l a n c e  of p a y m e n t s   r e c o r d e d   b o t h   c u r r e n t   a n d   o v e r a l l   s u r p l u s e s  (averaging 
abou t  U S $ 2 6 0  m l l l l o n   a n d  USS405 m l l l i o n ,   r e s p e c t l v e l y ) .   H o w e v e r ,  In 
1978/79 r s m l t t a n c e s   d e c l l n e d  somewhat reflecting r e g l o n a l   u n c e r t a l n t l e s  
as well as a t a p e r l n g  o f f  of  demand f o r  Yernenl workers  while Imports 
expandec! s h a r p l y ,  l e a d i n g  t o  a c u r r e n t   d e f  i c l t  f o r   t h e  f l r s t  t i m e  1n  
s e v e r a l  years and to a d r o p   I n   t h e   o v e r a l l   s u r p l u s  t o  USS160 mil! rn. 
T h e s e   t r e n d s   h a v e  more o r  less c o n t l n u e d   s m c e   t h e n  w l t h  t h e   r e s u l t   t h a t  
the o v e r a l l   b a l a n c e ,   w h i c h   s l i p p e d  from surplus  t o  d e f l c l t  i n  1979/80, 
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has remained in  d e f   l c l t .   S l a c k e n i n g  demand for l a b o r   i n   n e i g h b o r i n g  
c o u n t r i e a   h a s   c a u s e d   r e m i t t a n c e s   t o   e b b ,   w h i l e   i m p o r t s ,   e t i m u l a t e d  by 
improvements i n  t h e  domee t i c   L ranspor t a t ion   eye tem,   t he   de l ayed   r eeponse  
of demand t o  income  growth ,   and   the   l a rge   in jec t lone  of l i q u i d i t y  i n t o  
t h e  economy th rough   t he  bank-financed budgetary d e f i c i t ,  have c o n t i n u e d  
t o   e x p a n d ,   a l t h o u g h   t h e r e  was a d e c r e a s e  in d o l l a r   t e r m e  i n  1981. 

I n  1981 i n w a r d   r e m i t t a n c e s   d e c l i n e d  by 26 p e r   c e n t   t o  US$988 million. 
This s h a r p  d rop  was a r e s u l t   o f  t w o  ma in  f a c t o r s :   r e d u c e d   e m i g r a t i o n  
caused by narrowing wage d l f f e r e n t i a l e  and by i o c r e a e e d   c o m p e t i t i o n  for 
jobs   In  t h e  o i l  p r o d u c i n g   c o u n t t i e e  from w o r k e r e   o f   o t h e r   n a t l o n a l i t i c s ;  
a n d  a g r e a t e r   t e n d e n c y  for e x p a t r i a t e   w o r k e r s   t o   r e m i t   t h e i r   e a r n i n g s  
through money change r s  or i n   t h e  form of m p o r t e   b r o u g h t   o v e r l a n d  ( i n  
b o t h   o f   w h i c h   c a s e s   t h e   r e m i t t a n c e s  are l i k e l y  t o  g o   u n r e c o r d e d   i n  t h e  
t e l a n c e  of payments) .   Imports  also d e c r e a s e d  in d o l l a r  terms from US$1,915 
mrlllon i n  1980 t o  US$1,748 m r l l i o n   i n  1981, a l though   because  of t h e  
a p p r e c l a t i o n  of t h e   d o l l a r   o v e r   t h i s   p e r i o d  t h i s  e x a g g e r a t e s   t h e   a c r u a l  
f a l l   I n  Import  payments. l-/ Servlce   payments  were somewhat h i g h e r   i n  
1981 t h a n  i n  1980 while s e r v i c e   r e c e i p t s   r e m a l n e d   a b o u t   t h e  same, l e a d i n g  
t o  a small widening of t h e   d e f l c i t  on serv ices   account .   Government  
t r a n e f e r   r e c e i p t s   r o s e  reflecting t h e   r e c e i p t   o f   l a r g e   e x t e r n a l   g r a n t s ,  
b u t  t h i s  was n o t  s u f f i c i e n t   t o   o f f s e t   t h e   d e c r e a s e  i n  p r i v a t e   r e m i t t a n c e s  
and the transfers accoult a l s o  showed a s l l g h t   d e t e r i o r a t r o n .   W i t h   t h e  
improved   t r ade   ba l ance   t he re  was  some nar rowlng  of t h e  c u r r e n t   d e f i c ”  
t o  LJSS664 r n l l l i o n ,   b u t   t h e   r e t u r n  of f o r e i g n   l o a n   d l s b u r s e m e n t s   t o   c l o s e r  
t o  t he i r  h l s t o r l c a l   t r e n d   ( t h e y   w e r e   a l s o   a f f e c t e d  in 1980 by t h e  U.S.S.R. 
c o m o d l t y   l o a n )  meant t h a t  t h e   o v e r a l l   d e f i c i t  more t han   doub led  from 
U S S l L 7  m l l l i o n  I n  1980 to USS331 m i l l L o n  In 1981. 

I n  t h e  f lrs t  q u , l r t e r  of 1982 Impor ts  Ln d o l l a r  terms were up  by 
a lmost  5 0  per c e n t   f r o m   t h e l r   l e v e l   i n   t h e   c o r r e s p o n d i n g   p e r i o d   o f   t h e  
p recedrng   yea r ,  w i t h  much of  t h e   m c r e a e e   o c c u r r i n g   i n   g o v e r n m e n t   i m p o r t s .  
The con t inued  r l e e  i n  serv ice   payments ,   combined  with t h e   s t a g n a t i o n  of 
r e c e l p t s ,   l e d   t o  a f u r t h e r   d e t e r i o r a t i o n  In the  s e r v l c e s   a c c o u n t ,   b u t  
t h e  r e c e l p t  of additional f o r e l g n   e r a n t s  and the  ssmewhat hlgher l e v e l  of 
inward remittances caused a s u b s t a n t i a l  improvement i n   t h e   t r a n s f e r s  
a c c o u n t .  The c u r r e n t  de f  i c l t  r e m a l n e d   v l r t u a l l y   u n c h a n g e d ,   b u t   w i t h   t h e  
increased d l s t u r s e m e n t s  of e x t e r n a l  loans (comblned with   lower   repayments )  
and  the   t u rna round  I n  t h e  impact o f  net e r r o r s   a n d   o m i s s i o n s ,   t h e   c v e r a l l  
d e f l c l t   d e c l l n e d  t o  US$30 m i l l l o n  from U S $ 2 3 3  r n l l l i o n   I n   t h e  f i rs t  q u a r t e r  
o f  1981. 

1/ T h ~ s  comparlson 1s a lso  a f f e c t e d  by t h e  fact  tha t   government   impor ts  
ln-1980 were above t r e n d  d u e   t o  t h e  r e c e i p t  of a l a r g e  coarmodlty  loan  from 
t h e  U . S . S . R . ;  moreover ,   imports  in 1981 may b e   u n d e r s t a t e d  as a r e s u l t  of 
the s h i f t  t o   o v e r l a n d   t r a d e   r o u t e s  (which is t h e  c o u n t e r p a r t  of t h e   u n d e r -  
r e c o r d i n g  of remi t tances   ment ioned   above) .  
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Tnblc  14 Yemen Arab Republic  BalAnCt of Payments, 197C y77-1982 

January-March 
1976177  1977178  1978/79  1979180  1980  lgal 98 I 1982 

Tradm balance -1 737 .9  -342.6 -507 6 
BxpOetm, P.0.b. 2 /  I d . s T 7 0 . 9  
Import., f.0.b. I/ -637.6  -801.1 -1 ,250.3 -1,546.1 -1,915.4 -1 ,748 .4  -346.3 -508.s 

Oovcrnwnt  (-72 4) ( -134.5)  ( -268.31 ( -308 .2 )  ( -516 .4 )  A/ ( -364.1)  (-48 4 )  ( -174 .1 )  
P r i v a t e  ( -565  2)  ( - 6 6 6 . 6 )  ( -982 .0 )  ( -1 ,237   9 )  ( - 1 , 3 9 9 . 0 )  ( -1 ,384 .3 )  ( -297 .9 )  ( -334 .4 )  

U n r c q u l t e d   t r a n s f e r s   ( n e t )  922 7 1 1 3 9 . 4  1 145 Q 1 210 3 1 232 2 1 125.1 206 3 395 3 
1 , m  f z i n  155)3-0 m m " m  Recerp t r  

Wvernment 11 ( 1 0 4 . 4 )  !lo0 5 )  (311.7) (111 8) (168 0 )  (336  8)  (31  4) ( 2 1 2  8) 

P r i v a t e  51 ( 9 3 5   4 )  ( 1 , 3 1 2  3 )  (1 .243  3)  ( 1 , 3 5 9   6 )  (1 .340  8 )  ( 9 8 7   6 )  ( 2 4 2  6 )  (260  8 )  

Government ( - -I  (--) (--) ( - - I  ( - - I  ( - - I  ("1 ( - 0  2 )  

P r i v a t e  El (-117 1) ( -273 4)  ( - 0 1 0 . 0 )  (-261 1) ( - 2 5 6 . 6 )  ( - 1 9 9   4 )  ( - 6 7 . 7 )  ( -78  0 )  

Payment8 -117 1 -273 4 -410 0 -261.1  -256 6 -199.6  -67.7  -78 2 

Current  account 

Nonmonetnry c a p l t a l  
Drawlngs on losna 
Repcrymente of loane  
Inves tments   (ne t  1 21 

247.7  276 4 -138 1 -329 0 -691 2 - - - -664 3 -164 6 -166 4 - 
49 4 75 6 116 0 157 8 494 7 230 .0  1 1  0 115 7 
53 7 81 4 113  7 124 2 rn 21 262 1 m m  
-4 .3  - 5  8 - 9 . 8  -7 4 -15.2  -57 5 - 4 6 . 1  - 1  6 

12 1 41 0 4 3  4 25 4 6 7  10 8 

7 - " - - 
" " 

Commercial  banks  (net) - 109 1 -62 - 1 - 32 8 -119 - 4 -72 - 3 - 1 0  - 24 2 -13 - 7 

Caprtal   account  158 5 13 5 148 8 38 4 4 2 2 . 4  231 0 35 2 102 0 

Net errore and omreelone E/ - 40 .B  7 3  3 119 7 142 .9  121 7 102 .0  -103 1 34 7 

Overall balance 4 4 7  .o 363 2 1 6 0 . 4  -147 7 -147 1 -331 3 -232 5 -29 6 

- - - - - - - 
- - - - - - 

- - - - - - 
%serve  movemente ( I n c r e a s e  . "  ~ 

rn   ae se t e - )  -4r7 0 -363 2 -160 - 4 - 147 7 - 1 4 7  1 I_ 331 - 3  232 5 - 29 6 

a s r e t a  of C e n t r a l  Bank -442 3 -385 2 -202 6 121 2 179 5 369.1  271 6 29 6 

- 
Changes Ln n e t   f o r e l g n  

Valuation edJustmente -4 7 22 0 4 2  2 26 5 -32 4 -37 8 -39 1 " 

Source   Cent ra l  Bank of Yemen 

- 11 Converted a t  US91 - YRla 4 5 
2 /  I n c l u d e 8   r e - e x p o r l s   u n t r l  1978179 
3 1  Impor t   f rgures   before   1979/80  were es t imated   by  assuming that  3 p e r   c e n t  and 12  p e r  cent  o f  t o t a l  c 1 f 

import paymente were r n e u r a n c e   a n d   f r e i g h t   c o s t a ,   r e s p e c t l v e l y ,   a n d  these amount6 uere added t o  p r r v a t e   s r r v l c e  
payments.  Government L m p o r t  f l g u r e s   I n c l u d e  some government servlce  payments 

- - 
- 41  A d J u e t e d   t o   r e f l e c t   d u b u r s e m c n t   o f  comeodrty loan of USS207 4 m l l l r o n  from t h e  U S S B 
51 Conslets  marnly of m v e a t m n t  lncome from o f f ~ c l a l   r e s e r v e s  and local e x p e n d i t u r e s  of foreign a l d  agencles 
El Some government a e c v l c e  payments are   lncluded  rn   aovetnment  imports 
- 71 Inc lud@s  caeh  grante  and  counterparc  o €  commodity g r a n t e  - 8/ C o n s l s t s  melnly o €  workers' r e m i t t a n c e s  
91 Inc ludes  both government and p r i v a t e   i n v e s t m e n t s  
- iz/ Inc ludes   shotL- te rm  nonmonetary   eap l ta l  flowo 
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2. Merchandise  trade 

a .  Expor t6  

The Y.A.R.  ' 8  expor t s  are n e g l i g i b l e  r e l a t ive  t o  i t a  impor t6  (USS11 
m i l l i o n   v e r s u e   u s s 1 , ' 1 6 8   m i l l i o n   i n  1981, t e l p t C t i V e l y ) .  l/ The e t a g n a t i o n  
of e x p o r r   r e c e i p t s  i n  r e c e n t   y e a r s  has been m a i n l y   d u e  t o  a dec 1 rne in 
t h e   t r s d i t i o n a l  exporta of c o t t o n  and c o f f e e .  Production of t h e q e   L r o p s  
has b e e n   a d v e r s e l y   a f f e c t e d  by a g r i c u l t u r a l  tabor s h o t c a g e s   a n d  r l e i n g  
ru ra l   wages .   The  composition o f   e x p o r t s   h a s   s h r f t e d   t o w a r d  more remunera- 
t l v e   a g r r c u l t u r a l   p r o d u c t s   s u c h  ae v e g e t a b l e 8   a n d   f r u l t e ,   a n d   t o w a r d  
s i m p l e   m a n u f a c t u r e s   s u c h  as b i s c u i t s   a n d   p l a e t  i c  p i p e s  (Appendix  Table  40). 
Am r e g a r d s   t h e   d l r e c t r o n  of e x p o r t s ,   t h e  Y.A.R.'s p r l n c i p a l   e x p o r t  markets 
a r e  S a u d i   A r a b i a   a n d   t h e  People's Democratic Repub l i c  o f  Yemen. 

b. Import e L/ 
A c c o r d i n g   t o   b a l a n c e  of p a y m e n t s   d a t a ,  imports i n   d o l l a r  terms 

d e c l i n e d  b y  9 p e r   c e n t   I n  1981 a f t e r   h a v i n g  r i s e n  b y  47 p e r   c e n t   p e r  annum 
l n   t h e   p r e c e d i n g  €our and   one -ha l f   yea r s .  T h l e  t u r n a r o u n d  partially 
r e f l e c t e d   t h e   a p p r e c i e t l o n  of t h e  d o l l a r ,  which rose a g a i n s t   t h e  SDR by 
9 p e r   c e n t  from 1980 t o  1981, and was a l s o   a f f e c t e d   b y   t h e   a b n o r m a l l y  
h i g h   l e v e l  o f  gove rnmen t   impor t s   In  1980 ( d u e   t o   t h e   r e c e i p t  of a l a r g e  
commodity loan from t h e  1 J . S . S . R . )  and by t h e   i n c r e a s l n g   v o l u m e  of i m p o r t s  

1/ E x p o r t s  a r e  b e l i e v e d  t o  b e   u n d e r s t a t e d   i n   t h e   b a l a n c e   o f   p a y m e n t s  as a 
r e su l t  oE t h e   g r o w l n g  border t rade a n d   t h e   f r n a n c i n g  of e x p o r t s   o u t s i d e   t h e  
banklng  s y s t e m .  

2 /  T h l s  s u b s e c t l o n   m a k e s  use of L o t h   b a l a n c e  of payments   and  customs 
d8Fa on i m p o r t s .  The b a l a n c e  of  payments data a re  compl led  by the C e n t r a l  
Bank of Yemen o n  t h e   b a s l s  of l e t t e r s  of credl t  s e t t l e d   t h r o u g h   t h e   b a n k r n g  
s y s t e m ,   a n d   d l f f e r   f r o m   a c t u a l   I m p o r t s  as  a r e s u l t  of t h e   d l f f e r e n c e s   i n  
t lmmg  be tween   paymen t s   fo r   Impor t s   and   t he l r  a r r l v a l  I n   t h e  Y . A . R .  These 
d a t a  a l s o   u n d e r s t a t e   i m p o r t s   t o   t h e   e x t e n t   t h a t   t h e y  are f i n a n c e d   a u t s l d e  
t he  banking  s y s t e m .  Wrth t he   deve lopmen t  of t h e   t r a n s p o r t a t  ron sys tem  and  
t h e   g r o w i n g   b o r d e r  t r a d e ,  a s i z a b l e  volume o f   l m p o r t s  1s now s h l p p e d  over- 
l a n d ,  and a s u b a t a n t l a l   p a r t  of t h e s e  lmports 1s f i n a n c e d  b y  merchants   and  
money changers   and  b,* r e t u r n i n g   w o r k e r s  who a r e  remitting t h e i r   e a r n m g s  
ln the form of goods.   Smuggling 1s a l so  on  the rise. To p a r t i a l l y  correct 
for these  f a c t o r s ,  recorded p r i v a t e   l r n p o r t s  over l a n d   r o u t e d  are a d J u s t e d  
upvard by 10 p e r   c e n r ,  w l t h  t h e   c o u n t e r p a r t   a d d e d  to p r l v a t e   t r a n s f e k  
recelpts. 

order t o   c o n v e r t   t h e  e a r l r e r  d a t a  f r o m  c . 1 . f .   t o  f . o . b . ,  f re ight  and 
Insurance   payments  were e s t l m a t e d  t o  be equal to 12 per c e n t   a n d  3 p e r   c ? n t ,  
r e s p e c t l v e l y ,  o f  p r i v a t e  Imports c 1 . f  , and these amounts w e r e  added t o  
pr lva te   se rvxce   payments .   Government   lmpor t  ds:a were l e f t  l n t a c t  because 
most  payments for frelght  and  Insurance   on   qovernment  Imports w e r e  a l r e a d v  
r eco rded  In t h e  servlce5 a c c o u n t .  However, d a t a  on government lmports 
f l n a n c e d  b y  o f f l c i a l  p roJec t  and commodity loans I n c l u d e  80de s e r v i c e  
payments €or  which no s e p a r a t e  estlrnates are clvallable 

S l n c e  1 9 7 9 / 8 0  I m p o r t   d a t a   h a v e   b e e n   r e p o r t e d   o n   a n  f .o . b .  b a s i s .  I n  
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t r a n s p o r t e d   o v e r  land routes (a e u b a t a n t  is1 p o r t  ion of which ia not 
c a u g h t  in the balance o f   p a y m e n t s ) .   E x c l u d i n g  the i m p o r t   c o u n t e r p a r t  
of t h e  U.S.S.R. commodity loan I n  1980, government   impor ts  have grown 
s t e a d i l y  in recent y e a r s   a n d  Ln 1981 accoun ted  for 2 1  per cent  of to ta l  
impor t s ,   co rnpa red   w l th   21   pe r   cen t  i n  1976/77. P r i v a t e   i m p o r t s ,  o n  t h e  
qther hand, decreased from 89 p e r  cent t o  7 9  per cZnt  of t h e  t o t a l  over 
t h e  aame p e r i o d .   I n   a d d i t i o n  t o  t h e   f a c t o r a   m e n t i o n e d  above, the 1 per 
c e n t   f a l l   i n   t h e   d o l l a r   v a l u e  o €  p r i v a t e  imports in 1981 was   due  t o  
i n v e n t o r y   a d j u s t m e n t s  on t h e  part  of importers i n   r e s p o n s e  t o  the slowdown 
i n   d o m e s t i c   e c o n o m i c   e c t i v l t y .  In t h e   f l r s t   q u a r t e r  of 1982, in c o n t r a s t ,  
p r i v a t e   i m p o r t s  w e r e  up by 1 2  p e r   c e n t   c o m p a r e d   w i t h   t h e   c o r r e s p o n d i n g  
p e r l o d  of 1981, while government m p o r t s  were o v e r  t h r e e   a n d   o n e - h a l f  
tlmes t h ~ r r  e a r l i e r  l e v e l .   T o t a l   l m p o r t s  were 47 p e r   c e n t  higher  t h a n  
In t h e  same p e r i o d  of t h e   p r e c e d i n g   y e a r ,   a n d  were r u n n r n g  a t  an annuaL 
r a t e  o f  U S $ 2 , 0 3 4  r n l l l ~ o n ,  compared   wl th  U S $ 1 , 7 4 8  m l l l i o n   I n  1981. 

As r e g a r d s   t h e   c o m m o d l t y   c o m p o s l t l o n  of I m p o r t s ,  c u s t o m s  d a t a  i n d l -  
c a t e  t h a t  machlnery  and e q u l p m e n t ,   f o o d s t u f f s ,   a n d   b a s i c   m a n u f a c t u r e s   h a v e  
b e e n   t h e  most I m p o r t a n t   c a t e g o r l e s   o f  Imports (Append lx   Tab le  4 1 ) .  The 
s u b s t a n t i a l  food Imports are a t t r i b u t a b l e  t o  t h e  poor per fo rmance  of  t h e  
d o m e s t r c   p g r l c u l t u r a l  seccor l n  recent years I n   t h e  face o f   r a p l d  growth 
of popula t   Ion   and   d i sposable   lncome The machlnery   and   equlpment  and b a s l c  
manufactured goods L m m r t s ,  o n  t h e   o t h e r   h a n d ,   h a v e   b e e n   c o n c e n t r a t e d  
I n  c a p r t a l  and I n t e r m e d i a t e   g o o d s   s u c h  as Iron and s t e e l ,  cemen t ,   and  
t r a n s p o r t   a n d   o t h e r   m a c h l n e r y  and equ lpmen t .  Most of t h e s e   I m p o r t s   h a v e  
b e e n   I n p u t s   I n t o  t h e  d e v e l o p m e n t   e f € o t t   i n c l u d i n g   t h e   s t r o n g   e x p a n s l o n  In 
h o u s l n g   c o n s t r u c t l o n  The Y.A R. must import a l l  af I t s  e n e r g y   r e q u l r e m e n t s  
in t h e  form of r e f l n e d   p e t r o l e u m   p r o d u c t s   ( S e c t L o n  'I, s u b s e c t l o n  4). These 
mports  are c D n s l d e r a b l v   u n d e r s t a t e d  in t h e   c u s t o m s  d a t a ,  w h l c h   n o n e t h e l e s s  
show them to be t h e  fastest growlng c a t e g o r y  of i m p o r t s  A t  p r e s e n t ,  
I m p o r t s  o f  pe t ro l eum products  are r e p o r t e d  to be   abou t  USS350 m l l l l o n   p e r  
annum, equivalent t o  1 7  p e r  c e n t  of t o t a l   i m p o r t s  a t  t h e  r a t e  r e c o r d e d  I n  
t h e   f l r s t  quar te r  a f  1 9 8 2  

The   cus toms   da t a  on t h e   g e o g r a p h l c a l   d i s t r l b u t l o n  o f  Impor ts   (Appendlx  
T a b l e  42) show t h a t  the share  of t h e  Arab L e a g u e   c o u n t r l e s  i n  t h e  Y.A R.'s 
t o t a l  Imports dropped from 30 p e l   c e n t  ~ r l  1978/79 to 24 p e r   c e n t  In 1980, 
malaly r e f l e c t i n g  a d e c l i n e  ~n S a u d l   A r a b l a ' s   s h a r e   f r o m  24 p e r   c e n t  t o  
19 p e r   c e n t  1/ In c o n t r a s t ,   t h e  share of  A s I a n   c o u n t r i e s   ( p r l n c l p a l l y  
Japan and   t he -Peop le ' s   Repub l~c  of  China) rose from 2 6  p e r   c e n t  t o  32 p e r  
cent over t h e  same p e r l o d  The t h l r d  major source of  I m p o r t s   h a s   b e e n  t h e  
European  Economlc Community (EEC) c o u n t r l e s  The EEC's share  was 30 p e r  
c e n t  in 1980, w l t h  F r a n c e ,   t h e   F e d e r a l   R e p u b l l c  of  Germany, t h e   U n l t e d  
Klngdom, ' I t a l y ,   a n d   t h e   N e t h e r l a n d s  each s u p p l y i n g  5 p e r   c e n t  o r  more o f  
t o t  a1 Lmport s 

- 1/ It s h o u l d  be n o t e d   t h a t   t h e  share of Saud i   Arab la  in t h e  Y.A.R.'s 
Imparts 1 s  o v e r s t a t e d  to t h e   e x t e n t   t h a t   i m p o r t s   t r a n s s h i p p e d   t h r o u g h   t h a t  
c o u n t r y  are  r eco rded  as or l g l n a t  Ing there .  
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3 .  S e r v i c e s   a n d   t r a n s f e r s  

e .  S e r v i c e e  

The   aerv1ces   account  of t h e   b a l a n c e  of payments has shown 
r e l a t i v e l y  small d e f i c i t s  i n   r e c e n t   y e a r s  as both r e c e i p t s   a n d  

c o n t   i n u o u s  
payment s 

have  r i a e n  r a p i d l y ,  Following movement8 in t h e  Y.A.R. ' ;  o f f i c i a l  reserves ,  
g o v e r n m e n t   s e r v i c e   r e c e i p t s ,   w h i c h  are primarily t h e   i n t e r e s t  earnings 
t h e r e o n ,   i n c r e a s e d   t h r o u g h  1979/80 a n d   h a v e   d e c l i n e d   s h a r p l y  s ince  t h e n .  
T h i s   d e c l i n e  has b e e n   o f f a e t  by a r i s e  i n  p r i v a t e  service r e c e i p t r ,  
however ,   mos t ly  as a r e s u l t  of growth  i n  Ymnen ia   A i rways   ea rn ings ,   t ou r i sm 
r e c e i p t s ,   a n d   p r l v a t e   i n v e a t m e n t   i n c o m e .   P r i v a t e   s e r v i c e   p a y m e n t s   h a v e  
c l o s e l y   t r a c k e d   p r i v a t e   i m p o r t s ,   e x p e n d m g   v i g o r o u e l y   t h r o u g h  1980 and 
t h e n   l e v e l l n g  o f f ,  whl le   gove-nment   se rv ice   payments  have been  
c o m p a r a t   i v e l y   m o d e s t   e x c e p t   I n  a f ew  yea re .  1/ - 

b T r a n r ,   f e r s  

The t r a n s f e r s   a c c o u n t   h a s   r e c o r d e d   s t e a d y  and s i z a b l e   s u r p l u s e s  In 
r e c e n t   y e a r s  as t h e   l e v e l l n g  o € f  a n d   s u b s e q u e n t   d e c l i n e  of p r i v a t e   r e c e i p t s  
h a s   b e e n   o f f s e t  by b r o a d l y  s ~ m ~ l a r  movements i n   p r i v a t e   p a y m e n t s   a n d   b y  
v a r l a t   I o n s   I n   g o v e r n m e n t   r e c e i p t  6 .  P r i v a t e   t r a n s f e r   r e c e i p t s  are predomi-  
n a n t l y   r e m l t t a n c e   I n f l o w s   f r o m   Y e m e n i s   w o r k i n g   a b r o a d .  The u n f a v o r a b l e  
t r e n d  I n  Inward   r eml t t ances  I n  t h e  l a s t  f e w  y e a r s   p a r t l y   r e f l e c t s  a t a p e r i n g  
o f f  In t h e  number of expatriate w o r k e r s .   E m p l o y m e n t   o p p o r t u n i t l e e   f o r  
u n s k r l l e d   l a b o r   r n   n e l g h b o r l n g   c o u n t r i e s ,   e s p e c l a l l y   S a u d i   A r a b i a ,   h a v e  
fallen o f f  as c o n s t r u c t l o n  f l r m s  h a v e   s w i t c h e d   t o  more c a p l t a l - l n t e n s l v e  
t e c h n i q u e s ,   a n d   t h e r e   h a s  a l so  b e e n   i n c r e a s e d   c o m p e t i t i o n  for jobs from 
workers of o t h e r  n e t  i o n a l i t  ies The r e s u l t   h a s  been a nar rowing  of wage 
d l f f e r e n t l a l s   b e t w e e n   t h e   l a b o r - l m p o r t l n g   c o u n t r l e s   a n d   t h e  Y.A.R .  and a 
r educed  l n c e n t l v e  L O  emigrate  The  number of Yemenrs workrng   abroad  w a s  
a l s o   a f f e c t e d   b y   t h e  t l g h t e n l n g  of  e m r g r a t l o n   r e g u l a t i o n s  by t h e  Government 
In 1980. Beyond t hese   deve lopmen t s ,   however ,  two 1n6t  l t u t   l o n a l   c h a n g e s  
have t a k e n   p l a c e   u h l c h  may have  led to i n c r e a s e d  underrecording of workers' 
r e m l t t a n c e s   i n   t h e   b a l a n c e   o f   p a y m e n t s .  2/ F i r t i t ,   w l t h   t h e   I m p r o v e d  
L r a n s p o r t a t  i o n  ne twork ,   emigrant   workers  are  now r e m i t t i n g  more of t h e i r  
earnlngs I n   t h e  form of goods r a t h e r   t h a n   c a s h ,   b e c a u s e   o f   t h e  lower 
p r i c e s  In some n e r g h b o r r n g   c o u n t r l e s ;  a p a r t  o f  t h e s e   g o o d s  1s smuggled 
I n t o   t h e  Y A R , but   even  when b o r d e r   f o r m a l l t  1es a r e   c o m p l l e d  w l t h ,  t h e  
Imports   and associated remrt tances  a re  n o t   c a u g h t  I n  t h e   b a l a n c e   o f  
payments which IS based on bank records. S e c o n d l y ,   t h e  expanding border 
t r a d e  has c r e a t e d  a marke t  for f o r e l g n   e x c h a n g e  outs ide  t h e   b a n k l n g  

1/  Inasmuch as some qe rv lce   paymen t s  a re  i n c l u d e d  1n government   impor te ,  
gove rnmen t   s e rv l ce  payments are  unde r s t a t ed .   However ,  the extent  of t h i s  
J n d e r s t a t e m e n t  1 s  no t  known, 

21 T h e s e   f a c t o r s  are some a €  t h e  same 6s t h o a e   l e a d m g  t o  t h e   u n d e r -  
o rz t emen t  of p r l v a t e   ~ m p o r t s   I n   t h e   b a l a n c e   o f   p a y m e n t s   ( s e e   f o o t n o t e  2 ,  
p ,  3 7 ) .  
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Rather t h a n   t h e  foreim exch8nae  rcquimd ftoa migrant 
t o   c o m m e r c i a l  bankr, money  changer8 re11 it d i r e c t l y  t o  merchants  
,t t h t m r c l v c a  t o  f i n a n c e   i m p o r t s .   S i n c e  t h i r  v o l m  of remittances 

b y p a r s e r   t h e   b a n k s ,   n e i t h e r  it nor the a s s o c i a t e d  impottr are c a p t u r e d  i n  
t h e   b a l a n c e  of payment.. 

Am r e g a r d r  privata t ranr fer  payeento, t h e a e  are primarily outward 
r e m i t t a n c e s   b y   f o r e i g n  worker8 e m p l o y e d   i n   t h e  Y.A.R. Remit tance  
o u t f l o w s   g r e w   r a p r d l y   t h r o u g h   1 9 7 8 / 7 9  ar a d d i t i o n a l   e x p a t r i a t e  workerr 
were r e q u i r e d  to meet labor o h o r t a g e m ,   e e p e c i a l l y  in t h e   r k i l l c d  and 
p r o f e s s i o n a l   c a t e g o t i e r .  Wore r e c e n t l y ,   w i t h   t h e  winding down of t h e  
c o n s t t a c t i o n  boom a n d   t h e  return home of many Yemeni workerr who had 
been   employed   ab road ,   t he  demand for f o r e i g n   l a b o r   h a s   m o d e r a t e d   a n d   t h e  
;olume of o u t w a r d   r e m i t t a n c e s  has  d e c r e a s e d .  

Government t r a n s f e r   r e c e i p t s   c o n e i s t   m a i n l y  of c a s h   g r a n t s   p r o v i d e d  
b y   n e i g h b o r i n g   c o u n t r i e o ,   p r i n c i p a l l y   S a u d i  Arabia. In mort ycatr t h c e e  
g ran t s   have   amoun ted  t o  abou t  US$lOO m i l l l o n .  In 1978/79,   however ,  t h e  
Government t e c e l v e d   a b o u t   t h r e e  times that  amount t o  f l n a n c e   d c f e n s e -  
r e l a t e d   l m p o r t   r e q u i r e m e n t s ,   a n d   a d d i t i o n a l  large g r a n t s  were also r e c e l v e d  
In  1981  and in t h e   f i r s t   q u a r t e r  of 1982 .   Governmen t   t r ane f - r   r ece ip t s  
a l s o   m c l u d e   t h e   e s t   m a t e d   v a l u e  of c o m m o d i t i e s   d o n a t e d   b y   f o r e i g n   o f f i c i a l  
s o u r c e s .  

4 .  Nonmonetary c a p i t a l  

The   nonmone ta ry   cap i t a l   accoun t  of the b a l a n c e   o f   p a y m e n t s   i n c l u d e s  
on ly  off  x l a l  l o a n  dlsbursements, repayments  of t h e  same, a n d   f o r e l g n  
d l r e c t   I n v e s t m e n t .  E e t t m a t e s  of  d l r e c t   i n v e s t m e n t   h a v e   b e e n   r e p o r t e d  
s e p a r a t e l y   s L n c e   1 9 7 8 / 7 9   b u t   w e r e   i n c l u d e d  In p r l v a t e   t r a n e f z r   r e c e i p t s  
b e f o r e   t h e n .   E s t m a t e e  of p r i v a t e  long-  a n d   s h o r t - t e r m   c a p i t a l  flows 
are  not a v a i l a b l e ,   a n d   t h e s e   i t e m e   c o m p r i s e   p a r t   o f  the  a g g r e g a t e  of net  
e r w r s  and o r n ~ s s  l o n s .  

D r a w i n g s   o n   o f f i c l a l   l o a n s   I n c r e a s e d   s t e a d i l y   f r o m  U S $ 5 4  m i l l i o n   i n  
1976/77 t o  USS262 r n l l l l o n   i n   1 9 8 1   ( e x c l u d i n g  a USS207 mil l ion   commodi ty  
l o a n   r e c e i v e d  from t h e  U . S . S . R .  I n  1980). Repayments  have  remalned 
c o m p a r a t l v e l y  l o w ,  a l t h o u g h  i n  1981 t h e y  Jumped t o  USS58 million, equ iva -  
l e n t   t o  2 2  per  c e n t  of  d r a w m e ¶ .  Most of the d l sbur semen t s   have   been  
aga ins t   p ro j ec t   l oans ,   a l t hough   ca sh   and   connaod l ty  1 0 8 n S  accoun ted  for 
42 p e r  c e n t  of t h e   t o t a l  in 1981 (Appendix T a b l e  4 3 ) .  The l a r g e s t  lenders 
t o   t h e  Y . A . R .  d u r l n g   1 9 8 1  were the 0 . S . S  .R. , Saudi   Arabia ,   and  Iraq. 

5 .  E x t e r n a l   d e b t  

E x t e r n a l   p u b l i c   d e b t  outstanding as of the end of 1981  amounted to 
US$1,700 rnlllron, of vhlch  US$1,101 millian was disbursed (Appendix 
Table  44). O u t s t a n d i n g  d e b t  owed to m u l t i l a t e r a l   a n d   r e g l o n a l  organi- 
zations t o t a l e d  USS392 m l l l l o n ,  of which t h e  I n t e r n a t i o n a l  lkvelopmene 
Assoc i a t  Lon and t h e  Arab Fund for Ecanomic and Socia l  Development  provlded 
48 per c e n t  and 34 p e r   c e n t ,   r e s p e c t i v e l y .   O u t a t a n d i n g   d e b t  from bilateral 
S U U r C e s  was uS$1,398 m i l l i o n ,  with the U.S.S.R., Saudi Arabia, Iraq, and 
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t h e   P e o p l e ' r   R e p u b l i c  of C h i n a   r u p p l y i n g  3 3  per c e n t ,  24 per c e n t ,  
15 per c e n t ,  and 9 per c e n t ,  r e s p e c t i v e l y .  Other important bi lateral  
l ende re   have   been   Kuwai t ,  Abu Dhabi, nnd  Japan .  A l l  af t h e  Y.A.R.'r 
e x t e r n a l   p u b l i c   d e b t  i e  on concearionrl L e r m s .  There is no a v a i l a b l e  
i n f o r m a t i o n  on e x t e r n a l   p r i v a t e   d e b t ,   b u t   t h e  amount i r  b e l i e v e d  t o  b e  
n e g l   i g i b l e  . 

Unt il  r e c e n t l y  , t h e  Y .A.R. ' a  e x t e r n a l   d e b t   r e r v i c   i n 8   r e q u i r e m e n t  r 
were v e r y   l o w ,   e q u i v a l e n t   t o  less than 1 per cent  of c u r r e n t   a c c o u n t  
r e c e i p t 8   ( A p p e n d i x  Table 4 5 ) .  H o u e v e r ,   b o t h   i n t e r c o t   a n d   p r i n c i p a l  
repaymento rose s h a r p l y   i n  1981, and t h e   d e b t   s e r v i c e  ra t io  r e a c h e d  
5 per c e n t  ( w h i c h ,   a l t h o u g h   r u b s t a n t i a l l y   h l g h e r   t h a n   i n  earl ier y e a t a ,  
is s t i l l  modest compared v i t h   w e t   d e v e l o p i n g   c o u n t r i e s ) .  Over t h e  next  
f i v e  years,  r e r v i c i n g   r e q u i r e m e n t m   o n   e x i s t i n g   d e b t  are p r o j e c t e d  t o  
increase by about 10 per c e n t  per annum. 

6 .  I n t e r n a t i o n a l   r e s e r v e .  

R e f l e c t i n g   d e v e l o p m e n t s   i n   t h e   o v e r a l l   b e l e n c e  of p a y m e n t s ,   t h e  
Y . A . R . ' s  o f f i c i a l   r e s e r v e e  rose t o  a peak   of  US$1,613  m i l l i o n   i n  March 
1979 b e f o r e   d e c l i n l n g   b y   o 1 e r   h a l f   t o  US$804 m i l l i o n  In  November  1961 
(Table  15 end  Char t  2 ) .  1/ Reserves   increaaed   somewhat   a f te r   November  
1981,  as some e x t e r n a l   g F a n t s  w e r e  r e c e i v e d ,  but by June   1982   t hey   were  
beck down t o  US$775 m i l l i o n ,   e q u i v a l e n t   t o  four and   one -ha l f   mon ths   o f  
impor t s  a t  the ra te  r e c o r d e d   i n  t h e  f l r e t   q u a r t e r  of 1982.  A t  t h e   e n d  
of March 1982, 44 per c e n t  of r e s e r v e a  were h e l d   a e   b a l a n c e s   w i t h   b a n k e  
a b r o a d   ( e x c l u d i n g   t h o s e  v i t h  t h e   C e n t r a l  Bank of E g y p t )  and 50 per c e n t  
a s   f o r e i g n   s e c u r i t i e s .  T h e   C e n t r a l   B a n k ' s   f o r e i g n   l i a b i l i t i e s   a r e  very 
small. 

VI. Exchange  and Trade System 

1. Exchange s y e t  em - 
A l t h a u g h   t h e   C e n t r a l  Bank Law p r o v l d e d   f o r   t h e   d e t e r m i n a t i o n  of a 

par v a l u e  for t h e  Yemen rlal, none h a d   b e e n   e s t a b l i s h e d .  The free market 
rate  for t h e   r i a l   f l u c t u a t e d   u n t i l  the  end  of   1971 when i t  was s t e b i l i z e d  
a t  Y R l s  5 = USS1.  The C e n t r a l  Bank m a i n t a i n e d   t h i s  ra te  u n t i l   F e b r u a r y  2 5 ,  
1973 when It  w a s  changed t o  Y R l s  4 . 5  U S S l ,  wh ich   has   been   ma in ta ined  
s l n c e   t h e n .   U n d e r  A r t l c l e  IV, S e c t i o n  2 ( a ) ,  t h e  Y.A.R. a u t h o r l t l e s  have 
m f o r m e d  the Fund tha t  t h e  Yemen r i a l  1s pegged t o  the U .S. d o l l a r ,  the 
i n t e r v e n t i o n   c u r r e n c y ,  a t  Y R l s  4 . 5  per US$1. Th i s   exchange  ra te  i s  applied 
b y  t h e  C e n t r a l  Bank t o  v a l u e  its forelgn exchange assets end l l a b l l + t l e s  

1/ A c t u a l l y ,   t h e s e  da t a  r e f e r   t o   t h e  gross f o r e i g n   a s s e t s   o f   t h e   C e n t r a l  
Bazk. Some of t h e s e  assets,  e . g . ,   t h e   b a l a n c e s  w l t h  the  C e n t r a l  Bank of 
Egypt ,  are not  r e a l l y   r e a d i l y  available far b a l a n c e  of payments f i n a n c i n g .  
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With the h a d ,  under Rule  4-2, the Y.A.R. ham a r r a b l i m h e d  a rrpret+ncrtiwe 
rate of Y R l s  4 . 5 6 2 5  U S S l ,  which i r  t h e   a v e r a a c  of t h e  Central  8.nk'r 
buy ing  and rcllina rate1 for rpot telegraphic t r a n r f e r r  i n  U.S. dollar, 
f>€  YRle 4.350 and YRlr 4 . S 7 5 ,  r e r p c c t i v u l y ,  per U S $ l .  A r l i a h t l y   d i f f e r e n t  
rprerd, which .rimer from c o m r c i a l  tranract ionm cortr i o  appl ird  t o  
tranrrctionm in  banknotar and travelerr checks, but the rprtad of b o t h  
Buying and mslLin8 rater ftm the  officlrL ra te  of Y R l r  4.) US$l doer 
not exceed  2 . 2  per cent.  Buying  and relling tatsm for c e r t a i n  other 
currencicr I /  are fixed d a i l y  by the Cmntral Bank on the basir  of their  
r a t e r  againTt the U . S .  dollar i n  market .   abroad.  Commercial banks  are 
p e r m i t t e d  to quo te   buy ing  or relling rater up t a  L b a r  cent b e l o w  or 
a b o v e   t h e  Central B m k ' r  ra ter ,  am l o n g  a* the rprtrd b c t u e e n  the buying 
a n d   s e l l i n g  rate6 for r p o t   t e l e g r a p h i c   t t a n r f c r r  doer n o t  exceed 1 per 
cent at any t ime. 

The en hange rate uncd for C U ~ ~ O ~ B  valuation purparlr uaa changed 
Prom Y R l r  5 . S  = U S $ l  t o  Y R l r  5 US81 i n  Janua ry   1981 .  I b I L c i v t  t o  the 
oPf lc ia l  rate of Y R l r  4 . 5  - USSl, t h i s  change meant t h a t   t h e   i m p l i c i t  
t a x  on   impor t8  wao reduced  from 2 2  p e r  cent  t o  11 per c e n t .  

The ertchange rate8 of t h e  Yemen rial for c u r r e n c i c r  other t h a n   t h e  
U . S .  dol la r  h a v e   f l u c t u a t e d   e o n r i d e r a b l y  L n  r e c e n t   y c a r r  am a result of 
movements Ln the  exchange  rate0 of the U . S .  d o l l a r  for t h e m e   c u r r e n c i e s  
(Char t  3 ) .  The Yemen r i a l  a p p r e c i a t e d   a g a i n s t   t h e  S D R  b y  3 . 2  p e r   c e n t  
lrl 1980  and  by 8 . 7  p e r  cent i n  1981. 

There  are no taxes or r u b r i d i c s   o n   p u r c h a s e 6  or sales of f o r e l g n  
exchange .   Fol lowing  a s h a r p   d c c l r n e  Ln Its r e s e r v e s ,   i n   F e b r u a r y   1 9 8 1  
the C e n t r a l  Bank l n s t ~ t u t e d  a requirement w h e r e b y ,   i n   o r d e r  t o  buy f o r e i g n  
exchange from i t ,  commerc ia l   banks  mrt  show a g e n u i n e   n e e d   b y   r u b m l t t   i n s  
detallad , s t a t e m e n t s   t o   t h e  Bank. 

C .  
9 Import and  export  regimes 

The import and export rsgrrner were streaml~ned under  a Law on the 
Regu la t ion  of Imports and Exports i n  1975. T r a d e  c o n t r o l   a u t h o r i t y  i o  
v e s t e d  w i t h   t h e  Mlnister of Economy and   Indus t ry  who i e   a u t h o r l z e d  to 
p r o h l b l t  , euepend,  or l m r t  m p o t t s  or export6  o f  c e r t a i n   c o a m o d i t r e e  
In s p e c l f l c  economLc a ~ d  s o c l e 1   g r o u o d e   a n d ,  i n  c o n e u l t a t i o n   w i t h  the 
Prime Y l n r e t e r ,  t o   a p p l y   e x c h a n g e   r c a t r i c t i o n a .  At p r e s e n t  a l l  i m p o r t s  
requi re  a l i c e n s e   g r a n t e d  by the Mrnrstry of Economy a n d   I n d u s t r y   w l t h  
the e x c e p t   i o n  of food en4 cement Imports, h I c h  are l i c e n s e d  b y  the 
Y l n r s t r y  of Commerce and Supp ly ,  b u t  the   requl remenL 1s for e t a t i n t i c a l  
purposes o n l y  and l i c e n s e e  are f r ee ly   I s sued .   However ,  ell i m p o r t a  
o r r g i n a t  Lng I n  I s r a e l  as well a~ c e r t a i n  imports of ueed   machinery  for 
resale are p r o h l b l t e d .   I m p o r t s   o f   p e t r o l e m  producra are reeetved f o r  the  
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ftcJM%c. fn addition to a Ilccnmc, the importat ion of certain c o m m d l t  i ce  
r equ i r e .  the p e r m i s s i o n  of cer tain g o v - t n a e n t   a g e n c i c r .  Kmporttrr i n  
pormarr ion  of a v a l i d  impart Liccnrc may o b t a i n  the necerrary f o r e i g n  
exchange from coaraetci.1 bank. w i t h o u t   t c o t r l c t  ion. 

Sincm April 2, 1978 uniform margin deporit of 2 0  per cent h8r been 
prercribed aaainrt letter. of c r e d i t  opened for importr. In  addition t o  
a p p l i c a b l e   c u s t o m r   d u t y ,   i m p o r t c  are rubject t o  a d c f c n r e  t a x  o f  5 per c e n t  
and r t a t i r t i c a l  tart of 2 p e r   c e n t .   S i n c e  April 1981 impottr t t r n r p o r t e d  
over l and  router without l i c c n r c  have b e e n   r u b j c c t   t o  a 7 per c e n t  
rutcharge and a n  advance  payment of p r o f i t  r t a x  equal t o  3 p e r   c e n t  of 
their v a l u e .  

For a t a t  i s t ical  p u r p o s e s ,  a l l  expor ts  muat be r e g i a t c t e d   o n  forms 
i r s u e d  by coaatercial b a n k r ,  but e x p o r t   l i c e n r e m  ate  n o t   r e q u i r e d .  
E x p o r t e r r   d o   n o t  have to  s u r r e n d e r  their f o r e i g n  exchange p r o c e e d r ,  
which may be r e t a i n e d  i n  foreign currency accounts wlth d a m c r t i c   b a n k r  . 
A l l  expor are s u b j e c t   t o  a d c f c n a e   t a x  of 5 p e r   c e n t ,   b u t  a d e c i e i o n  
was t a k e n   I n  ? l a y  1981 t o  a b o l i s h  a l l  e x p o r t   d u t i e s ,   e x c e p t  for the 1 2  p e r  
cent du ty   on  export u of qat . 

P e e l d e n t s  are free t o  p u r c h a s e ,  hold,  a n d   e e l 1  gold i n   a n y  form rn 
the  Y . A . R .  and t o   i m p o r t  or e x p o r t   g o l d   i n   a n y  € o m  wlthout   an  Import  , 
e x p o r t ,  or e x c h a n g e   l i c e n s e .  

3. Inv 1s ib les  

T r a n s a c t i o n s  i n  l n v i s i b l e s  are s u p c r v l s e d  by t h e  C e n t r a l  Bank f o r  
r t a t l s t i c a l   p u r p o s e s   o n l y ,   a n d   p a y m e n t s  €or c u r r e n t   i n v l s i b l e s  may be 
made f r e e l y .  Proceed6 fror i n v i s i b l e   e x p o r t b   n e e d  not be s u r r e n d e r e d  
and may be r e t a i n e d  l n  f o r e l g a   c u r r e n c y   a c c o u n t s   w i t h   d o m e s t i c   b a n k s .  
T r a v e l e r 6  may f r e e l y   b r i n g   i n   a n d  take out any   amoun t   In   e i the r   domes t l c  
or  f o r e i g n   b a n k n o t e s .  

4. C a p i t a l  

No res t r ic t ions  are rmpoeed on inward or outward capital t r a n s f e r s ,  
b u t  t h e y  are SubJect  t o  t h e  p r o v i s i o n s  of a L a w  on the Promotion  and 
O r g a n l z a t l o n  of f n v e s t m e n t   w h i c h   b e c a m e   e f f e c t   l v e   i n  August 1975 and is 
a d m i n l e t e r e d  by t h e  M i n i s t r y   o f  Economy and Industry.  For approved  and 
registered p r o l e c t s ,  t h i s  Law g u a r a n t e e s  freedom of I n v e s t m e n t ,   e q u a l  
t r e a t m e n t  t o  f o r e i g n e r e  and n a t i o n a l s ,  t h e  t r a n s f e r   a b r o a d  of net 
p r o f i t s   a t t r i b u t a b l e   t o   f o r e l g n   c a p i t a l  , and t h e  r e p e r r l a t i o n  of r e g l a -  
t e r e d   c a p i t a l  on l i q u l d a t  ion i n  t h e  currency ~ n v e e t e d .  In p r a c t i c e ,  
investors  are  f r e e  t o  t r a n s f e r   a b r o a d   a n y   p o r t  Lon of the i r  share of n e t  
p r o f i t s  after t a r e s  a n d   o t h e r  provlsiona and to t epae r l a t e  t h e i r   c a p i t a l .  
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t h c ~ u n a l i s a !  ian .ad c o a f i r c r t i o n  are prdribircd except i n  cm4s o f  ut#ant 
p u b l i c  necerr i ty  and t h e n  only v i th  campenmat ion and pera i r r ion t o  t r a n r f c r  
forclgn c a p i t a l  .rbrord. D i r e c t  invertmentm are  a u t h o r i s a d  by t h e  Yinis tor  
of Economy and Indurtry upon d e t e r m i n a t i o n  that  t h e  project ir economically 
v iab le  and r o c h l l y  acceptable; a rearonable timetable for  c o m p l e t i o n  and 
o t h e r  condiriorrr may be rprcified. C e r t a i n  t a x  and import duty eremptionr 
and toacerr ioar  are grmted for a pariud of five ycarr t o  approved p t o j e c t r  
that  meet rpec i f i c  economic criteria. 1/ Private cap i ta l  t t a n r a c t i o n r  
u n r e l a t e d  t o  direc t  invemtmentr m y  a l r o  be made without r e a t t i t t i o n .  ' h e  
r e g i r t r a t i o n  of d i r e c t  foreign i n v c r t n c n t s  and the a u t h e n t   i c a t i o n  of 
i n t e n d e d   p r o f i t  aad capital r e p a t r i a t i o n  are u n d e r t a k e n  by t h e  Minirtry 
of Economy and Ind.artry in cooperat ion  w i t h  the Cent fa1 3 m k .  Ewtarn.1 
pub1 ic d e b t  ttrrnaact i on8  are conducted th rough  the   Cent  t a l  Bank, m i c h  
alro m a i n t a i n r   a c c o u n t #  of out8tanding  amount9  and service paynrcntr  due. 

5 .  Bilateral  aRtcment6 

The Y.A.R .  m a i n t a i n r   b i l a t e r a l  t rade  agreement8  with a number of  
c o u n t r i e s  on m a t t e r e  of t r ade  and  economic cooperat ion  and  ammimtancc. 
None o f  t h e r e  a g r e e m e n t s   c o n t a i n 6  bilateral p8ymcnts mtrungementm or 
p r o v i e l o n e  for r p c c i f i c  t rade commi a e n t e .  

A b i l a t e r a l  paymento  agreement w i t h  E ~ y p t ,  whlch waa concluded  i n  
1963, har been l o o p e t a t  ive  for a number of ycarr. I n  1973 n e g o t i a t i o n m  
were begun  between  Egypt  and the Y . A . R .  t o  r e r o l v e  c e r t a i n  mat ter .  
r e l a t i n g  t o  t h e  s e t t l e m e n t  of t h e  b a l a n c e  of a b l o c k e d   a c c o u n t   h e l d   b y  
the Cent r a l  Bank of Yemen wlth the  C e n t r a l  Bank of Egyp t .  The bilateral 
paymenta  egreement is expected t o  be  f o r m a l l y  terminated when t h e e e  
negot let lona a r e   c o n c l u d e d .  
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Table 16. Yemen Arab Republic:  Croee Domestic  Product by 
Economic A c t i v i t y ,  1936/77-1981 

Prov. 
1976/77  1977/78 1978/79 1 9 7 9 / 8 0  1981 

(At current price@) 

AgrLculture,  f o r e e t r y ,  
and f 1 e h ing 

Y ln lng  and quarrying 
Manufacturing 
E l e c t r l c l t y  and water 
Cone t ruct Lon 
Hous xng and bus m e a s  

servLcee  
Wholesale and re ta l l  trade 
Transport  a t  1011 and 

communicat Lon 
F l n a n c  la1 s d t v l c e s  
O t h e r   p r i v a r e  services  L/ 
Government eerv lces  
Less accounted for banking 

s e r v i c e s  
Custom d u t l e a  

2 , 3 1 3  
5 3  
30 1 
17 
47 7 

2 , 4 0 9  
100 
38 1 
23 
796 

3 , 0 4 9  
133 
504 
38 

1,045 

3,458 
149 
6 5 5  

6 6  
1,002 

3,690 
1 S6 
7 70 

89  
1 , 140 

260 
1 , 135 

350 
1 , 44% 

465 
1.686 

578  
2,960 

552 
2,124 

215 
293 
143 
567 

308 
512 
180 
858 

370 
707 
226 

1 # 202  

431 
874 
27 3 

1,505 

403 
1,013 

296 
1,906 

-266 
929 

-449 
1 , 304 

-645 
1 , 3 8 6  

-802 
1,670 

-889 
1,517 

Gross domest LC 

product 6,487 8 , 2 2 0  10 , 166 11,919 12 949 

( A t  c o n s t a n t  1975/76 prices)  

A g r l c u l t u r e ,  f o r e s t r y ,  
and f lshlng 

Y l n l n g  and quarrying 
Manu. fac t ur Ing 
E l e c t r l c l t y  and w a t e r  
Cons t ruc t Lon 
Hous l n g  and bus l n e e s  

Wholesale and re ta l l  trade  
T r a n s p o r t a t  Lon and 

cormnunlcat ion 
Flnanclal services 

O t h e r  p r l v a t c  s e r v - c e s  L/ 
Government s e r v l c e a  
Less accoun: ad for banklng 

s e r v l c e s  
C u s t o m  d u t i e s  

s e r v l c e s  

1,850 
42 
274 

17 
37 3 

1 , 6 5 3  
64 

309 
2 2  

5 1  1 

1,926 
74 
36 1 
28 

581 

2,008 
78 
41 6 
37 

460 

2,177 
7 5  
460 
46 
481 

193 
944 

2 2  1 
987 

226 
963 

2 4  1 
1,063 

272 
1,032 

160 
227 
129 
451 

200 

143 
5 8 5  

3 3a 
208 
380 
155 
672 

21  1 
421 
165 
7 6 0  

220 
452 
172 
885 

-21 1 
7 37 

-305 
887 

-360 
774 

-405 
84 3 

-42 2 
785 

Gross domest LC 
product 5,186 5,615 5 , 9 8 8  L 6 318 6 , 635 

Source Central  Plannlng GLganizat ion. 
l /  h n s 1 . e t s  of services of r e s t a u r a n t s  and h o t e l s ,  and social and 

peTaona1 services i n c l u d i n g  those of n o n p r o f i t  organizations and houeeholde. 
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Table   17 .  Yemen Arab Republ?t: Domestic Factor Income, 
National Disponablc  Income, Crons National Product. 

and Gross bm€?8t  IC Product, 3976 /77 -1981  

(In m i l l i o n s  of  Yemen r l a l n  a t  current prices) 

Prov. 
1976/77 1977/78  1978/79  1979/80 r981 

Compcna a t  i o n  of employeen 

Opprat ing s u r p l  UR 

from domes t LC a c t  i v i t  i e n  

I J  'Le €actor 
Lnclme 

CornpensatLon of employees 
from rest of world ( n e t )  1/  

P r o p e r t y  and entrepreneurlei 
Income f r o m  rest of world 

Zndlrec t  taxes  less a u b s l d l e s  

Nat lonal income at 
market pr ices  

O t h e r  c u r r e n t   t r a n s f e r s  from 
rest o f  world (net) 2 1  

Nat lonal d l s p o s a b l e  
Income at  market prlces  

Capkta l  consurnpt Lon a 1  lowance 

Gross n a t  l ona l  product A/ 
Less n e t  lncorne from 

rest of world 41 - 
Gross domest 11- product 

Memorandum I t e m .  
Gross n a t i o n a l   p r o d u c t  5 1  - 

1 , 284 
4 , 0 5 1  

5,335 

771 

223 
1 ,019  

7,348 

3,490 

10 ,838  

133 

10  971 

-4,404 

6,407 

7,481 

1 ,938  
4,617 

6 ,555  

97 5 

357 
1 , 4 7 1  

9 , 3 5 8  

4,382 

13 ,740  

194 

13,934 

-5,714 

6 , 2 2 0  

9 ,552  

2,620 
5 ,708  

8 ,328  

1 , 2 1 7  

526 
1 ,593  

11 ,664 

3,936 

15,600 

245 

15 , 8$5 

-5  , € 1 ~ 9  

10,166 

11,909 

3,094 
6,567 

9 , 661 

1,423 

737 
1 ,967  

13 ,788  

4,022 

17,810 

291 

18 ,101  

-6,182 

11 ,919  

14 ,079  

3 ,652  
6 ,924  

10 ,576  

1 ,472  

45 3 
2,050 

- 14,551 

3 ,591  

18 , 142 

3 2  3 

18 ,465  

-5 ,516 

12 ,949 

14  874 

Source Central Planning O r g a n i z a t i o n .  
l/ I n c l u d e s   t r a n s E e r s  b y  Yernenls working abroad  for less t h a n  one year. - 
- 21 I n c l u d e s  trpnsfers  by non-YemenLs and Yemenis working abroad for more 

than one year. 
3 /  G o r n p s l t r o n  adJueted t o  include other current transfers from rest of 

woFld, t h i s  I t e m  1s also r e f e r r e d   t o  as gross n a t i o n a l   d i s p o s a b l e  income. - 4/ I n c l u d e s  compensatmn of employees, p r o p e r t y   a n d   e n t r e p r e n e u r l a 1  
tncome, end other  current t r a n s f e r s  f r o m  rest of world. 
- 5 /  UnadJuBted for o t h e r  current  transfer@ from rest of world. 
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Table 1 8 .  Yemen Ar8b Rapublic: Expenditure on Groes 
boacrt ic Product, 1976/77-1981 

( In  millions of Yemen rial.) 

Ptov . 
1976/77   1977/78   1978/79   1979j t30  

Government f inal  
conaunpt  ion cxpendlture 86 1 1 , 2 4 2  1 , 7 8 6  2 , 1 9 0  2 , 9 7 0  

Pr Lvat P final consumpt Lon 
expenditure 7 , 4 6 2   7 , 6 5 2  10,205 12,154 1 2 , 7 0 7  

Gross government fixed 
Lnvestment 46 8 1 , 5 4 7  2 ,225  2,227 2 , 870 

Gros a private L lxed 
lnves t ment 1 , 0 2 8   1 , 6 1 3  2 , 2 2 0  2 , 6 5 5  2 , 7 3 0  

Change Ln inventor ies  -105 407 30 355 178 
Exports of goods and 

s e r v i c e s  279  24 2 474 803 1,130 
Less: lmporte of  goods 

and s e r v i c e s  -3 ,506  - 4 , 4 0 3   - 6 , 7 7 4  -8 ,465 - 9 , 6 3 6  

Gross domestic 
product  6,407 8 , 2 2 0  10,166 11,919 1 2 , 9 4 9  

( A t  constant 1 9 7 5 / 7 6  p r i c e s )  

Government f l n a l  
coneumpt Lon expenditure 685   846  1,007 1,106 1,393 

Pr lvat e f i n a l  consumpt ion 
expend +t ure 5,917 5 ,182  5 , 8 0 5  6 , 2 0 9  6 , 2 8 7  

Gross government f i x e d  
lnve a t ment  381 1,070 1 ,321 1 , 1 9 7  1,461 

Cross prlvate fixed 
l n v e  s t ment a4 3 1,120 1 , 3 4 6  L ,483 1 , 3 9 2  

Change in inventor les -77 282 28 191 91 
Exports o f  goods and 

aervlcea  222 165 265 406 530 
L e e s '  ~nports o f  goods 

and services - 2 , 7 0 5  - 3 , 0 5 0  - 3 , 7 8 4  - 4 , 2 7 5  -4,521 

Groe 8 domes t i c  
product 5 , 1 8 6  5 ,615  5 , 988 , 6,318  6,636 

" 

Source: Central PLannmg Organization. 
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Table 19. Ycrsen Arab Republic: Capital 
Tzaasrct ion., 197617 7-1981 

( In  millions of Yemen rial. a t  current price.) 

Prov 
1976/77  1977/78  1978/79  1979/80 

Smv lngs 2,515 4 , a16 3,609 3,466 2,465 
Capic a1 coneumpt lon 

allowance 133 194 245 291 32 3 
Capleal t ransfers  from remt of 

wor ld  (net 1 54 200 45 3 169 7 

Prnance of grorr 
accumulat ion  2 702 5 240 4 , 307 3,926 2 ,795  

Zhange In  Inventor Lea - 105 407 30 355 178 
Gross f lxed inveetment 1 ,a96 3,160 4,445 4 ,882  5 , 600 
Net l end lng  t o  t e s t  of votld 1,311 1,673 -168 -1,311  -2,983 

Source. Central Planning Organization. 
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Table 2 0 .  Yemen Arab Republic: Number af Lives tock  
and Poultry, 19fb-%I 

Sheep 
and Comerc i a l  Local 

C a t  t le Goat 8 Came 1 e Ch i ckenr  Ch i c k t n s  

1976 800 3 ,460 60 - 2,494 

1977 840 3 , 590 63 " 2,566 

1978 840 3,598 63 500 2 , 6 0 0  

1979 861  3 ,670 60 1 , 1 5 0  2 , 642 

1980 883 3 , 7 5 1  57 1,300 2 ,800  

1981 906 3 , 834 57 2,000 3 , 000 

Source M l n ~ s t r y  of Agriculture. 



- 9 1  - 

703 7Ol 1.634 
42 113 102 
43 1 4s9 207 

6 6 5 
30 29 72 

68 81 85 . .. 4,- 1% - 1,230 1,916 .. . . .. 4,419 
12 22 31 

185 339 299 
L.9 1.7 1.8 
797 157 13 
248 319 907 
640 960 1,125 

14’ 277 
151 305 

316 10 
2.4 3.2 3 . 3  
1 7 1  213 22A 
1.0 1.0 
1.8 2.2 2.7 

. .. 

2,cod 1,ooo 
74  72 .* ..1 
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1976 1977 1978 19?9 - I /  1980 1981 1982 21 
I 

Keto8ene 0.62 0.62 0.72 0.93 - 4/ 1.50 2.06 2.06 

hviat ion fuel 0.90 1.00 1.20  1.17 - 51 1.98 2.36 2.41 

Diesel o i l  0.48 0.70 0.SO 0.63 1 .70  I 61 l.fO 1.50 

Fuel o i l  0.56 0.63 0.63 0.73 7/ 1.23 1.67  1.67 

Av iat ion gas01 i n e  1.23 1.34 1.38 2 . 3 2  2 .96  ... ... 
- 

Source Yemen Oil and Mineral Resources Corporat Lon. 

- 1/ As of J u l y  1979 unlerr otherwiae i n d i c a t e d .  
2 /  As of April 1982, 
7/ - Price changed t o  YRls 2 . 0 0  Ln October  1979. 
4/ Frice changed t o  YR1s 1.14 i n  October 1979. 
T/ I Price changed to YRls 1.37 i n  October  1979. 
- 61' Frice at  January 1960 was Y R l s  0.90. 
- 7 /  P r i c e  changed t o  YRls 0,711 i n  October  1979. 
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____ 

5 

1976177 
Prov . 

197 7 /78 1978/79 1979/8b 1981 

Agriculture 66 

fndua t rg 211 

Building and 
conrt  t u c  t ion  42 

Transport at Ion and 
communication 2 00 

Housing 5 87 

Other e e c t o t e  118 

164 22 5 180 230 ~ - 
330 42 444 709 

134 144 176 197 

55s 714 82 1 664 

675 7 33 663 
c 

664 

331 422 39 7 389 

Tot el 1,224 2,190 2 ,667 2,681 2,854 - 

t 

~ ~ ~~ 

Source- Central Planning Organieat ion. 



Table 25 .  Y ~ m n  Arab Republic: Expenditurea on Crees Dowrtic  
Producc During the F i r a t  a d  Second Five-Yam Plana,  

1976/77-1960/81 and 1982-86 

(In per cent of CDP) 

P i r e t  Pive-Year Plan Second Pivc-Year 
(1976/77-1980/81) Plan ( 1982-86) 

ACtu81 Planned Actual Actual  Planned 
197 5/76  1980/81  1980/8l 1981  1986 

Final consumpt Ion 
expend l e  ure 

P r i v a t e  
Cover nmen t 

113.1 9 7 . 5  117.0  121 .o 109.7 - 
99.3 83.2 - 

98.1 T i n  

Gross c a p l t  el format Ion - 20.4 73.5 43.5 44.6 33.9 
Gross f i x e d  c a p l t a l  

format Lon 17.2 7 2 . 2  42.7 4 3 . 2  32.2 
Change rn  stocks 3 . 2  1.3 0.8 1.4 1.7 

- - - - 

Resource balance - 3 3 . 5  -71  . O  -60.5 -65.6 - 4 3 . 6  

services 4.3 10.1 5 . 9  8.8 1 2 . 1  

services -37.8 -81.1 -66-4 -74.4 -55.7 

Exports of  goods and 

Import 8 of goods and 

- - - - - 

T o t  a 1 exrend 1 t w e  on 
gross domest 1c 
product  - 109.0 100.0 - 100.0 100 .o - 100.0 

Memorandum Item- 
Savlngs f r o m  gross  

domes t 1c product -13 .1  2 5  -17 . O  -21.0 -9.7 

Source Central Plannlng O r g a n l z a t l o n ,  Second Flve-Year Plan ( d r a f t ) ,  
March 1982. 
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Actrulr 
17 7 1977174 1978119 l979/W 19W 1981 

Wlic otdor a d  mahty 16 .O 35 .t 60.4 b9.1 51.5 65.0 67.7 

98.4 110.2 91 1 .O 479.9 111.9 683.4 600.0 

140.0 210.6 315.7 W1.4 

Health - 7.9 94.0 - 121.4 273.7 33.2 57.9 81 .7 

- d t y  and racial 
mervicer - 12.3 - 30.8 - 58.6 - 67 .O - 34.8 - 8.1 30. s 
act i v i t  ier  4.9 17.7 31 .b 36.6 26 e9 4.3 9.4 

in f omat ion 2 . 2  3.1 5 .9  9.7 7.9 3.1 21.1 

DeLeare - - - - - - 
M w a t  ion 32.7 72.8 - 1 u . a  - - - - - 

- - - - - 
bctmat  iolul m d  r e l a t e d  

Broadcart iag,  prerr , and 

- 
Re 1 is Lon 5.2 10.0 21 .I 20.9 - u 

Econoasc r a r v i c e r  216.7 252.1 441.4 646.7 649.3 rn Agriculture m m m m  E% 
Hrning 0.2 5.5 " " " 

t l c c t r i c l t y  urd water " " " " I 0.2 3.3 
Conrt  ruct  ion  37.2  136.9 142.9 180.5 277 .O 309.2  550.7 

" " 

Tramportat ion and 
c0Paunic.r LOB 

Coumerce 
15.5 32.7 62.7 203.8 300.2 246 .O 110.0 

1.5 8.1 13.8 6.1 7 .8 5.2 6 L  

CapLta1 t r a n r f a r r  z/ 140.9 276 4 lco4.0 513.0 515.9  641.8 1,026.8 - - - - - 
Unc larr  i f  led 

Budgeted capi ta l  
e x p c d i t u r e r  

:.pita1 expeadLturao 

415.3 - 090.1 - 5 0 3 6 . 1  

208 .o - 
1,933.6 2,001.3  2,866.2 3 , 722.3 

frnanccd- by e x t e r n a l  
l o a m  i/ - 188 1 - 276.9 - 581.6 - 558.8 1,918.4 940.9 1,215.0 

Total 603 4 1,167.0 2,617 7 2,492.4 3,919.7 3,807 1 1,937.3 

Source. ninrrtry of P~nancc.  

- I /  Provirional (Apt11 27,  1982). 
2 1  C a p i t a l   t r a n o f c r r  ao  recorded I n  the Y.A.R budget  documento Include ex te rna l   l oan  repayments uhrch 

Ire excluded here. Copl t s l  t r a n o f c r e  have rn soae years   Lncludsd   t rmmferr   to   publac  m e t o t  saterpriecr 
or cur ren t  purporco. 
- 3 1  Counterpart  o f  project 4nd co-madlcy loans ,  A r c h  L O  not included LU t h e  budget d o c u e n t r .  
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T a b l e  35. Yemen Arab Republic: -lance Sheat of 
e e l c u l t u r a l  Credit Bank, 1979-81 

(In millionm of Y m a  rirlm) 

W of *nth 
1979 1980 1981 
Jun. Sun. me. D+c. 

Cash and current  accounts 
Lorna 
lnvascran~m 
Ongoing projects 
Inventorias 
Fixed mmrneta learn depreciation 
Other  aeseta 

Assets 9 Liabilitiee 

Credit from  Central  Bank 
Credit from Government 
Credit from foreign soutcee 
Capltal  subscribed by Government 
Retained  earnings  and  reeerves 
Other  liabilities 

23.1 
106 6 

4.8 
1 . 7  

12 .3  
2.2 

22.9 

173 - 6  - 
22.3 

7.6 
37.2 
92.5 
-2.2 
16.2 

15.6 
1 7 1  -0  
12.0 

7 . 8  
6.4 

11.6 

" 

2 2 6 . 4  - 
51.0 
11.6 
5 9 . 4  
96.2 
-1.2 

9 . 4  

7.7 
LOO 3 
13.0 
0.1 
9.3 
10.3 
70.6 

212.1 - 
1 
) 106- 5 
1 

100.0 

5 -  6 
" 

22.7 
182. 5 
24.0 

0 .  3 
23.2 
11.2 
20.1 

284 . 0 

3.9 
104.6 
39.9 
110.0 

25.6 

- 

" 
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(In rillloerr of Y o n a  rial.) - 

End 0 .  Yonth 
1980 
Ikc. 

Caoh a d  current  accountr 
Teem deporits 
Loanr 
Invce tmectt a 
OngOiU project8 
Inventorier 
Fixed aeaete leea depreciation 
Other aesete  " 

Aeacte - Liabi l i t ier  132 - 6  134.3 - - 
Liab i l i t i e s  

Deposits of development aesocial ione and 
cooperativar 71.6 

Capital subscr ibed   by  Government 30.0 
Capital subscr ibed  by private  6ector l/ 17 -0 
Retained earnings and teeervea 4.1 
Other l i a b i l i t i e s  10.1 

- 
60.8 
30.0 
30 .0  
9.4 
4.1 

~~ ~ 

Source: Central Bank of Yemen. 

- 11 Subscribed by Confederation of Yemeni Development Aeeociatlons. 
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(In rillioam of Yemen rirlm) 

1979 1980 
Junr Juna kc. 

1981 
K 

Carh and current account# 
Term drpomitm 
Due on principal and interert  
Loans 
Invertmento 
Fixed areatm leme depreciation 
Other a a o c t r  

Aaaete  - Liabilities 
Credlt from Ccnttal Bank 
Credit from foreign eourcco 
Capital eubecribed  by Government 
Capital eubecr ibed  by private a e c t o r  
Retained earnings and reeerwea 
Other liabilities 

4-6  
48.0 - 
2 4 . 4  

2 - 4  
1.7 
1.2 

0 2 . 3  - 

7 -1 
40- 5 
13-6 
28.4 

3.3  
1 .6  
2.1 

96 - 6  - 
" 

0 . 9  
70.0 
10.3 
4.8 
2.6 

2 -2  
36-6  
20 -9  
29- 8 

5.6 
2.0 
2 - 1  

99.2 - 
" 

1.1 
70.0 
18.6 

7.4 
2 . 1  

4 a 1  
24.0 
2 6 - 5  
4 1 . 3  

6 . 4  
3.5 
2.3 

108.1 - 
1 .5  
198 

70.0  
18.6 
11.0 

5 . 2  

Source:  Central Bank of Yemen. 
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Table 38. Balance Sheet at burlag Credit Bank, 1979-81 

( I n  million. of Yaea rial.) 

End of Xonrh 
1979 1980 1981 
3iEZ June bee. IkC . - 

Cash and curtcnt accounte 
Term d e p o s i t a  
Loans 
Investmento 
Ongoing projccte 
fnvcntorico 
Fixed a m e t s  less depreciation 
Other aenctm 

1.2 
15.7 
26.2 

6.1 
" 

" 

0 .4  
0 . 4  

2-9 
16.8 
38 e 4  

6 - 8  
1.5 

0.4 
3.1 

" 

2 . 4  
18.7 
4 0 . 2  
6.8 
12.6 
" 

1.5 
0.8 

11.2 
4 3 . 6  
h5.6 

7 . 2  
0 . 4  
0.1 
0.8 
6 . 8  

Capital  eubecribed by Government 45 - 0  63.8 7 2 . 9   9 3 . 9  
Capital eubecribed by private sector 1 . 9  2.2 2.3  2 .4 
Retained earnings and reserves 0 . 7  3-0 4 . 5  10- 7 
Other l i a b i l i t i e s  0 - 4  0.9 3.3  6.7  

~ 

Source: Central Bank of Yemen. 
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Table 39. 9m.n Arab  Rapublic:  lhlanca of ?ay.ontr, ZP76177-1982 

(In m~llionr of Yrm rialr) 

""""_"-_"""""- """" 

"""_~"""___"""" """ 

Trade  balance 
Exportu, f .a.b l/ 
Imports, f . 0 . b .  z/ 

Government 
P r iva t e  

S e r v l c e s  ( n e t )  
Recetptl3 

Government 51 
P r i v a t e  

bvrrrlncrlt  21 
Pr iva te  

Payment* 

Ilnrequlted  tranrEcrm  (net)  
R,*cetpts 

b v e r n n c n t  51 
Private 11 

Government 
P r tvn te  I/ 

Paymcnta 

Current  nccount 

Normonetary eapt tn l  
Drawings on  loana 
Repayments of loan. 
Inveetmcntr ( n e t )  E/ 

Commercial banks ( n e t )  

Capi ta l   account  

Net o r r o r r  and  omirsionm E/ 
Overa l l  balance 

Reserve movemento (increase 

Changes in n e t   f o r e i g n  

VaLuetlon  adjurcmenrr 

t n  aase t e - )  

a n s e t 9  of Central  Bsnk 

-2 766 

-2,869 
(-326) 

(-2.543) 

-5r 

-252 
022 
(171) 
( Z b 8 )  

I-102) 
-674 

(-572) 

?E 
t47U) 

(4.209) 
-527 

(-527) 
(--I 

1,115 

222 
242 
-19 

- 
I 

491 

713 

164 

- 
I 

_. 

2.012 

-2,012 

- 

-1,990 
-21 

" 573 -5 613 3 -k 
-3,605 -5,626 

( -60s )  (-1,207) 
( -3 ,000 )  (-5,419) 

-900 -1,158 
(-207) (-251) 
(-693) (-907) 

m w  5.127 

(5,905)  (5,595) 
(452) (1,403) 

-1,230 -1,845 

(-1,230) ( - 1 , 8 4 5 )  
( - -I  (--) 

1 244 -621 

340 522 
366 3i-Z 
-26 -44 
" 54 

-279 148 

61 670 

3 30 674 

1,634 - 722 

I - 
L_ 

- - 
- - 
- - 

-1.634 -722 

-1,733 -912 
99 190 

- - 

-6,926 
)2 

-6,957 -6,619 
(-1,387) (-2,321) 3/ 
(-5,571) (-6,296) - 

-1 -94 
1,52g 1 , 5 n  
(725) (613) 
(801) (911) 

-1.527 -1,648 
(-118) (-134) 

(-1,409) (-1,514) 

710 2.226 

-33 -68 
185 191 

m my 

- 173 1,901 

643 548 

-665 -662 

- - 
- - 
66 5 662 

54 5 808 
119 -166 

_r - 

-1 512 2 285 "rr -+ 
-1,sso -2,2118 
(-218) (-783) 

(-1,341) (-1,505) 

-127  -245 m 266 
w 5 )  (77) 
(146) (190) 
-500 -510 
(-72) (-161) 
(-326) (-350) 

50 2m a5 
521 

-207 
30 

-7 
49 

109 -62 

459 

-464  156 

-1,046 -133 - 

- - 
- 1 sa - 
_. - 

1 046 133 I - 
1,222 133 
-176 - 

Source Central Be+ of Yeaen. 

- 1/ Inc ludes   re -expor t s   un t i l  1978/79. 
2/ Import figures before 1979180 were e o t L u t a d  by rm~rtping that 3 per   cen t   and  12 per c e n t  of tot41 c - i - f .  

1m;ort paymento vera inoursace and f r e i a h t   c o s t a ,   r e s p e c t t v c l y ,  and t hese  amounta vera added t o  p r i v 8 t a   s e r v i c e  
paymentr. Government tmport f i g u r e s  Lnclude some government r e r v i c c  payments 

3/ M j u r t o d  t o  re f lec t   d labureameot  of c o m d i t y  lorn of Y a m  933 million from tho  U.S.S.R.  
X/ Coarimtrr mainly of Laventacnt income from offtct.1 reservas and local expend t tu re r  of foreign 8id agcncicn 

6 /  Includes caah g r a n t s  and countcrp.r t  of cotemdity  granta .  - i/ ConmLetr mainly  of worbro '  remit tances .  - 8 /  f n c l u d e e  both  governnont and privace Lnveetnents. - 9/ lncludee  ahort- term  nonswnetary  capi ta l  flovl. 

- y/ Sone government service paylrcnte ere Lncluded i n  government CI por t s .  
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Table 40. Yemen Arab BcpubLic: Commodity Coapori€ion 
of Expbrrr, 1976/77-1981 

( I n  aillionr of Yemen rialr) 

~~ ~ ~ ~ ~ ~~~ . 

1976/77  1977/78  1978179  1979180  1980  1981 

Payment a bar is 
Cotton and cottonseed 

83 .9  31.8  13.2 32.1 
3KX m 57.6 1 7  .4 m - ru I . nm 

Other 2 7 . 3  11 .2  4.2 31.1 56.6 35.3 

Curtoms barie  
Cot ton  
Cotton aanufacturem 
Coffee 
Hides  and skinr 
Poetry, b i e c u i t s ,   e t c .  
Other - 1/ 

50.5 33.4 20.5 93.4 
25.0 
0.6 0.5 0.5 6 .O 
10.2 0 . 9  2.2 4.4 
6.1 5 . 2  4.7 6.3 
3.2 4.1 8.5 12.7 
5.4 22.7 12.6  64.0 

- - - - 
" " " 

48.8 

0.1 
0.9 
6 . 2  

18.8 
22.8 

- 
" 

Sources: Central Bank of Yemen and Central Planning Organization. 

- 1/ May  include some re-exports. 
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1976/77 1977/78 1971/?9 1979180 1910 - 
?ood a d  l i v e   a n i u l m  

UIO m t u l m  
h a t  and meat prdductm 
Dmlry product. 
limh and flmh p t d u c t r  
h r e a l r  and PLout, etc.  
F r u i t *  and vm~mteblam 

W f c a ,  t ea ,  end mQiC.0 
Other  

6U4.r a d  0-21 

h v e r q e 8  a d  t obacco  

Tobacco 
Bevmragmm 

b- u t e r i m l a  

Minarnl  fue l .  and l u b r l c a h t m  i/ 
Animal and vegetablm of m and f ~ t m  

Chnmlcnlm 
M l c i n e m  
C l a a n i r y  Mterimlm and corartica 
Pertilircr 
Tanning and d y a i q  u t e r i a h  
P l r m t i c   u t e r i a l r  
Other 

t l anu fac ru rcm,   c l aoml f i cd  by a m t o r i a l  
Imather  product.  
Rubber  product. 
Wood a d  w o d  productr 

Tex t i l e .  
P a p e r  product. 

Normeta l l i c   mine ra l   p roduc t .  
(mainly  cement)  

Iron and mteel 
Nonferrow m e t a l e  
Metal manufac tu res  

Hachincry and equipment 
N o n e l e c t r i c a l  machinery 
Elmctrlcrl machinery 800 s q u i a m a t  
T r a n e p o r t  equipment 

Hincal lancoum  aurufac turem 
S a n i t a r y  and l i g h t i n g   f i x t u r s m  

Clothing 
P u m i c u r e  

Cootvear 
Other 

Goodn not c l a e o i f i e d   e l e e v h c r e  

Total 

T r 5  
901 -4 

123.3 
123.0 

234.8 
l ¶ - 4  

220.1 
132.3 

7f .9  
30.6 

BS -6 m 
75.6 

- 19 

100 -0 

23.4 

- 
- 
223 1 m 

77.4 
1 7 . 3  
26.5 
12.7 
15.4 

975.2 
7 5 7  
31.9 

202.4 

208.9 
21.8 

138.9 
138.3 
41 9 

189.2 

1 , 1 5 5 - *  
aSp.0 

1 4 2 . 3  
554 2 

339.7 
T 7 7 r  

31.7 
118 9 

61.7 
100.2 

24 - 3  - 
3 9 4 1  1 L 

177.4 
196.0 
23.4 

220.2 
307 - 4  
245.4 

55.8 
32.9 

110.5 
7 6 7  

09.1 

lS.9 - 
- 139 -6 

- 32 -2  

302 -0 
lmT 

59.2 
25.1 
26.9 
26.C 
61.8 

9 
105.4 
287.5 

41.8 
153.7 

177 - 4 
191.0 

49.7 
260.5 

771.0 
1.581.4 

250 - 1 
560.3 

313.3 T m  
49.5 
75 .5  
6 4 . 5  

107.6 

- 20.3 

5,090.3 

212.7 
941.7 
30.7 

b W .  4 
5 0 4 . 0  
23% 1 

79.2 
45.7 

114 6 

41.0 

35.3 

369.5 

42.s 

473.6 m 
81.1 
20.9 
42.4 
95.7 
60.6 

T r u  

- 

=E 
109.3 
307.3 

242.3 
27.8 

490.9 
315.4 

44.1 
?98.9 

w 
566.8 

1,033.2 

465.9 
77-3 

65 .5  
123.6 
64 0 
195 3 

54.3 

7,705 .? 
- 

201.1 
474.0 

36.4 
395. 0 
530.5 
365.0 

59.7 
7b.t 

103.6 
"ra 

96.6 

- 43.2 

- 609.2 

65.9 - 
'32.2 m 
86.7 

7.9 
34.8 
82.2 
60.5 

9 
1 3 3 . 4  
400.4 

58.3 
269.3 

417.5 
521.1 

28.0 
309 4 

w 
532.4 
996.6 

456.8 m 
74.6 

109.9 
7 1  3 

1 8 4  1 

42 .7  

8,454.3 

- 

Suurce Central P l a n n i n g  Organitation. 

1/ B a m d  on  cumtow r r t u r s m ;   d a t a   p 4 r t l g   r e f l e c t   i o c r e r 8 e d  coverage over t i r a .  r/ Por c a l c u l a t i o n  of c u l t -  dutica,  picmral frule and l u b r i c a n t m  are valued at 1973 
p r r c r o .  In t h i o  t a b l e  i m p o r t  ~ 8 1 ~ 6 0  ef theoe it- have been a d j u e t e d  t o  re€ lect  p r i c e  
clungu r lnce  1973. ~aortbrlrsm, t h e r e  data coneiderably u n d e r e t a t o  actual LIport payaeatm 
for m i n e r a l  fuel. and lubricants 



- 72 - APPEMDU 

tablo  It. T'rrn Arab bpubllc. burcorn of Importa, 1976/77-1910 L/ 

Value 
1977/78 1971179 19791") I d  

(In millloam of T a r n  rlmlm) ( f a  mr cent of total) 

4b League 
Unitod Ar4b lhirator 
S a d 1  Arabia 376 3 628 1 1 ,238.4 1 ,535  9 1,632 6 12 3 15.9 24.4 19 9 I9 3 
M l i 4  3 1 3  I I  3 2 6 s   2 2 3  5 2 0  0.1 0.3 0 .5  0 3  0 . 6  
Kurnlt  
D J ibout i 
Other 

13.6 27 9 45.0 109.2 87 2 G.b 0.7 0.9 I .4 1 0  
129 3 I12 9 53.8 58.3 4 0 . 5  4 . 3  2.9 I 1  0.8 0 5  
178  I 300 9 101 3 160.8 166.9 5.9 7.6 2 . 1  2 1  2 0  

53 8 
178 2 
410 0 
I43 6 

32 8 
67 7 
56 6 

" 

w 
88 3 

184 5 
499.2 
168.4 

2 5  
31  2 

62 0 
8 .7  

81 3 
171 4 
509 8 
220 9 

4 6  
69 2 
75 4 
16 9 

87.3 
229 5 
862 1 
291 2 

97 7 
152 2 
62 6 

a1 9 

90.5 
231 9 

1,074 9 
329 5 
103 7 
129 5 
246 2 

76 9 

1 .8  2 .2  1.6 1 . L  I 1  
5 9  5.7 3 .4  3 0  2 7  

13.1 1 2 . 7  10 0 I 1  2 I 2  7 
4 .7  4 . 3  4 . 3  3 8  3 9  

0 1  9 1  1 1  1 2  
1 1  0.8 I .4 1 3  I . 5  
2.L 0 . 2  1 .5  2 0   2 9  
1 9  1 6  0 . 3  0 8  0 9  

" 

mm76'6'bT;I;TnF n 88 4 e5 0 112 7 134 8 167 6 2 9  2 2  

46 6 46 1 76 3 7 2  2 104 7 I 5  1 2  I 5  0 9   1 2  
T-6 8 m G  1 7  

C 24 3 26 5 32 3 31 7 30 3 
France 
Germany, Federal  Republlc of 1 7 7  3 223 9 242 9 467 5 496 1 5 8  5 7  4 8  6 1  5 9  
I t a l y  121 9 205 3 299 1 410 4 025 6 4 0  5 2  5 9  5 3  s o  
Netherlrndu 109 5 152 0 204 2 331 4 403 7 3 6   3 9  6 0  4 9  4 8  
United KLngdoa 169 6 194 7 377 7 489 6 4 4 3  2 5 6  4 . 9  7.4 6 4  5 2  
B e l g l m  21 9 22 7 37 3 65 0 82.6 0 . 7  0 6  0 7  0 8  I O  
3t her 20 5 19 3 25 0 37 0 42 2 0.1 0.5  0 .5  0 5   0 5  

w r  Europe 
b u s t r l a  
Sreece 
3t her 

slern Hemisphere ?/ 
*anla  i t  

24 1 4 0  0 96 3 138 6 206 7 0 8  I O  1 9  1 . 9  2 4  
73 I 109 u 102 7 126 3 128 9 2 4  2 8  2 0  1 6  1 5  

classlfled - 0 2 8 7 " -  14 9 239 9 105 6 - " - 2 2  - 0 3  I 3 1  - 1 2  

T o t a l  3,035 3 3,936 8 5 ,080  4 7 ,705  3 8,454 3 - loo n 100 o 100 o loo o 100 o 

murse  Central Plannlng O r g a n l z a t l a n  

/ Bat3ed on cumtoor returne 
'1 Excludee Arab League countries  
[/ A l m o s t  e n t l r e l y  the Unlted Slater  
!/ A l m o s t  entirely Austrslra 



- 7 )  = 

1976/77 1977/70  1978/79  1979/80 1901 



Algrrra 
Tcchnrcal c o o p e t a t  ion 

Chlna, Paoplc'r 
D e v a l o p r n t  
Development 
Sana'a-Saadah 
Technrcal and 

U S S R  
b v c l o m n t  

Republrc of 

Ro ad 
economLc cooperat  ion 

CoaPodity  loann 
Specla1 equrpment 

Germany, Federal   Republrc of 2/ 
Sana'a Airport 
Sana'a-Tal+ Road 
Prlnt  lng Presr and Grarn Storage  
Sana'a-Tarz Road Rcpa1rrr .g  
Sana'a-Tar1 Road Haintenancc 

Unlted S t a t e s  
Tal= Water Supply 

Netherland. 
Development 
L i v e s t o c k  Development 
D e v e l o p r n t  
S t  earn St at  lona 

Japen 
Rural Uater  Supply 
Ras KaLenlb Power S t a t  Lon 

France 
Te Lecomunrcat Ions 
T# lecommuntcat Lonm 

ToLal 

0 . 3  
16.5 
7S.8 
56.5 
" 

" 

" 

" 

" - 
911 6 

6 . 9  

6 2 . 0  

m 20 5 

6 3  

DT 
" 

" 

0 3  

2 1  2 
7 3  

0 2  
13 7 

0 1  
0 1  

- 
- 
" 

- 
" 

- 30 1 
22 2 

7 9  

556 9 - 

244 .3  - 
" 

" 

27.8 

50.6 
3.4 

19.0 
4Z.l 
5 0 . 7  

7 a . 7  

- " 
- 22  2 

L5.4 

4 8  

300 4 

2 3  
253  9 

" 

" 

T T - z  

- " 
10 9 

7 9  

3 0  

5 5  7 
12 4 
63 3 

24 3 
17 . B  
6 5  

1,179 5 

- 
" 

" 

- 

- 
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Table 44. Yemen Arab  Republic: Summary of External Public Debt 
by Creditor,  1981 

( I n  millionm of U . S .  dollarm) 

Amount 
Dirbureed Amount Out e t  anding a t  End-1 981 

During 1981 Dieburlred Undisbutoed T o t a l  

M u l t   i l a t e r a l / t e g l o n a l  
Intcrnat lonal Deve1apmer.t 

Arab Fund for Economlc and 

OPEC Special Fund 
Is larnyc  Development  Bank 
I n t e r n a t i o n a l  Fund for 

Aesoc ia t   i on  

Soc la1 Dwelopment 

Agr icu l tura l   Development  

Bilateral 
U.S S R. 
Saud 1 Arab La 
Iraq 
ChIna, People ' s  Republic of 
Kuwa 1 t 
Abu  DhabL 
J a p a n  
Nether lands  
France 
Other  

Tot a1  

47.4 209.0 183.0 392.0 

1 6 . 2  115.9 111.5 227.3 

- - " 

2 8 . 2  8 7 . 1  46.1  133.2 
2.9  5 .7  9 .3   15 .0  

0 . 2  5.9 6.1 " 

0 . 2  0 . 2  10.2  10.4 

2 1 4 . 5  
66  7 
5 9 . 1  
53.0 

5 .O 
5 0  
5 . 3  

12  4 
2 .4  
5 4  
0 2  

891.9  
362.7 
200.3 
119.1 
81 4 
46.1  
20.3 
20 .1  
16.6 
19.8  

5 . 5  

- 416.2 1,308.1 
6 2 . 5  4 2 5 . 2  
- 
112.2 

70 .7  
39 2 
43.7 
23 .9  
3 5 . 1  

5 . O  

23.9  
" 

?12.5  
189.8 
120.6 

89 .8  
44 .2  
5 5 . 2  
21.6  
19.8 
2 9 . 4  

262 0 1,100.9 5 9 9 . 2  1 ,700 .1  
" " 

Source C e n t r a l  Bank o f  Yemen 

- I /  Conver ted   a t  U S $ 1  = Y R l s  4 5 
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Table 4 5 .  Yemen Arab Republ ic :  Extern81 Debt 
Serv ice  , 1976/77-1986 

Total Current Debt 
Debt Account Service 

P r r n c l p a l   I n t e r e s t   S e r v i c e   R e c e i p t r  L/ Ratio 3 /  
( I n   m i l l i o n s  of  U.S.  dol larm)  z/ ( I n  per c e n t )  

A c t u a l 8  
1976/77  
197 7 /78 
1978/79  
1979/80 
July-Dec .  1980 
1981 

Scheduled 
1982 
1983 
1984 
1985 
1966 

4 . 3  
5 . 8  
9 . 8  
7 . 4  

5 7 . 5  
10 a 

4 4 . 6  
5 3 . 6  
68 . O  
7 2 . 1  
88 .1  

2 . 1  
2.6 

4 .4  
3 . 9  

1 0  6 

3 . a  

18.0 
2 1  .o 
21.5  
21 .9  
2 0 . 3  

6 . 4  1 , 0 4 7 . 8  0 . 5  
8 . 4  1 , 4 5 0 . 4  0 .6  

1 3 . 6  L , 4 6 7 . 9  0 . 9  
11.8 1 , 7 0 5 . 8  0.7 
1 4 . 7  7 7 9 . 6  1 . 9  
6 8 . 1  1 ,355 .2  5 . 0  

6 2 . 6  
7 4 . 6  
8 9 . 5  
9 4 . 0  

108.4 

Source C e n t r a l  Bank of Yemen 

1/ Rece ipt s  from merchandise exports, serv lces ,  and prlvate  unrequited 

2 /  Converted at  US$1 - YRls 4 . 5 .  
3 /  Debt service   payments  as a proport Lon of current  account rece ipts .  

t rZns fer s . 
- 
- 
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