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P.D.R. of Yemen - Basic  Data 

Pub 1 i c f i n a n c e  
T o t a l  r e c e i p t s  

Tax revenue 
Nontax revenue 
F o r e i g n  g r a n t s  

T o t a l  e x p e n d i t u r e s  
C u r r e n t  e x p e n d i t u r e s  
C a p i t a l  e x p e n d i t u r e s  

O v e r a l l  d e f i c i t  (-) 

F i n a n c i n g  
Net f o r e i g n  borrowing 
Banking system 
Discrepancy  

Money and c r e d i t  
Changes i n :  

Domestic l i q u i d i t y  
Money 
Quas i-money 

Net f o r e i g n  a s s e t s  

Net domest ic  a s s e t s  
Claims on Government ( n e t )  
Claims on nongovernment 

Other  i tems ( n e t )  
s e c t o r  

Domestic l i q u i d i t y  

112,000 s q u a r e  m i l e s  
1.8 m i l l i o n  

Act u a l s  Budget 
1977 1978 1979 1980 1981 

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

60.3 
28.4 
11.6 
20.3 

103.1 
47.6 
55.5 

-42.8 

- 

24.2 
10.4 
8 . 2  

42.7 
33.7 

9 . 0  

1 2 . 5  

30.2 
10.4 

18 .0  
1.8 

44 

69.2 
33.6 
20.3 
15.3 

119.7 
61.7 
58.0 

-50.5 

- 

- 

32.4 
14.6 

3.5 

27.5 
28.4 
-0.9 

31 .O 

-3.5 

- 

- 

14.6 

9.4 
-27.5 

69 .8  
4 3 . 1  
17.2 
9 .5  

127.1 
76.7 
50.4 

-57.3 

- 

21.9 
23 .1  
12 .3  

49.5 
41 .3  

8 .2  

20.9 

28.6 
23.1 

2.7 
2.8 

- 

111 .o 
67.9 
34.2 

8 . 9  

165.7 
96.7 
69 .O 

-54.7 

29.8 
17.2 

7.7 

68.7 
49.7 
19.0 

12.8 

55.9 
17.2 

36.7 
2 .o 

- 

- 
- 

( I n  D e r  c e n t )  

115.2 
65.6 
20.1 
29.5 

219.0 
112.5 
106.5 

103.8 

64.9 
38.9 -- 

June  
1981 

2.2 
2 .4  

-0.2 

-18.5 

20.7 
18.8 

13.2 
-11.3 

- 

- 
- 
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P.D.R. of Yemen - Basic  Data (Concluded) 

Ac t ua 1 s Pre l im .  
1977 1978 1979 1980 

( I n  m i l l i o n s  of SDRS) 

Balance  of payments 
Goods, s e r v i c e s ,  and p r i v a t e  

-41.8 -168.7 
E x p o r t s  40.2 31.4 30 .O 45.8 
Impor ts  -327.5 -325.9 -333.2 -514.8 
S e r v i c e s ,  n e t  14.6 21.6 18.7 32.5 
p r i v a t e  t r a n s f e r s  160.4 205.8 242.7 267.8 

- - -67.1 - t r a n s f e r s  ( n e t )  -112.3 

O f f i c i a l  l o a n s  and g r a n t s  107.6 105.4 67 .$ 129.4 
G r a n t s  47.6 30.5 18.4 63.6 
Loans, drawings 58 .O 66.1 44.6 65.6 

T r u s t  Fund l o a n s  3.2 9.7 8.1 7.3 
Loans,  repayments -1.2 -0.9 -3.6 -7 .1  

P r i v a t e  c a p i t a l  and e r r o r s  
and omiss ions  ( n e t )  62.3 - 23.8 - 28.7 - 37.6 - 

O v e r a l l  b a l a n c e  
(def  kit-) 54.1 - 49.5 - 67.0 - 32.9 - 

I n t e r n a t i o n a l  r e s e r v e s  (end-year) 
Gross r e s e r v e s  of  Bank of  Yemen 85.7 148.2 166.6 196.5 
N e t  f o r e i g n  a s s e t s  of banking 

system 37.1 114.2 172.3 221.4 

Disbursed e x t e r n a l  debt  
o u t s t a n d i n g  (end of p e r i o d )  ... ... ... 478 .O 





I .  Produc t ion ,  Employment, P r i c e s ,  and Development P lann ing  

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

P r i o r  t o  i t s  independence,  t h e  P . D . R .  of Yemen had a n  economic 
s t r u c t u r e  c o n s i s t i n g  of a prosperous  s e r v i c e  s e c t o r  c e n t e r e d  around t h e  
P o r t  of Aden and l a r g e l y  s u b s i s t e n c e  s e c t o r s  i n  a g r i c u l t u r e  i n  t h e  h i n t e r -  
l and  and f i s h i n g  a long  t h e  c o a s t .  The c l o s u r e  of  t h e  Suez Canal  i n  1967 
and t h e  wi thdrawal  of budgetary  suppor t  from t h e  United Kingdom p r e c i p i -  
t a t e d  a s h a r p  economic downturn.  

I n  t h e  e a r l y  1970s t h e  a u t h o r i t i e s  launched e f f o r t s  t o  t r a n s f o r m  t h e  
s t r u c t u r e  of t h e  economy a l o n g  s o c i a l i s t  l i n e s .  The c h i e f  a i m s  of t h e  
Government’s development p o l i c y  were r a i s i n g  t h e  s t a n d a r d  of  l i v i n g  of 
t h e  p o p u l a t i o n  and t h e  d i v e r s i f i c a t i o n  of t h e  economy. A Three-Year 
P l a n  (1971/72-1973/74) fol lowed by t h e  F i r s t  Five-Year P l a n  (1974-78) 
wi tnes sed  an  i n t e n s i v e  d r i v e  toward the  expansion of t h e  i n f r a s t r u c t u r e  
and t h e  development of f i s h e r i e s  and a g r i c u l t u r e ,  as w e l l  as a s m a l l  
manufac tur ing  s e c t o r .  The s u b s t a n t i a l  r i s e  i n  p u b l i c  i nves tmen t  was 
made p o s s i b l e  by an  i n f l o w  of f o r e i g n  a i d  and m o b i l i z a t i o n  o f  domest ic  
r e s o u r c e s .  

D e s p i t e  t h e  c o n s i d e r a b l e  development of t h e  commodity-producing 
s e c t o r s  i n  t h e  1970s,  t h e  ou tpu t  of t h e s e  s e c t o r s  s t i l l  a c c o u n t s  f o r  less  
t h a n  one h a l f  of GDP. A t  p r e s e n t ,  a g r i c u l t u r e  and f i s h e r i e s  account  f o r  
about  1 3  pe r  cen t  of GDP and i n d u s t r y  f o r  about 14 per  c e n t .  The con- 
s t r u c t i o n  s e c t o r  accoun t s  f o r  a n o t h e r  14 p e r  c e n t ,  w h i l e  t h e  s e c t o r s  of 
t r a d e ,  t r a n s p o r t  and communication, h o t e l s  and r e s t a u r a n t s ,  and f i n a n c e  
f o r  about 35 p e r  cen t  and government s e r v i c e s  f o r  about  22 p e r  c e n t  o f  
GDP. A g r i c u l t u r e  i s  h e a v i l y  dependent on r a i n f a l l  and t h e r e f o r e  s u b j e c t  
t o  s i z a b l e  f l u c t u a t i o n s  i n  o u t p u t .  The modern f i s h e r i e s  s e c t o r  was b u i l t  
u p  l a r g e l y  i n  t h e  1970s and has  become an impor tan t  f o r e i g n  exchange 
e a r n e r .  The i n d u s t r i a l  s e c t o r  i s  dominated by a pe t ro l eum r e f i n e r y  b u t  
a l s o  inc ludes  l i g h t  consumer i n d u s t r i e s .  The Port of Aden, p r e v i o u s l y  
t h e  mainstay of t h e  economy, i s  i n c r e a s i n g l y  geared  toward d r y  ca rgo  
o p e r a t i o n s  r e l a t e d  t o  t h e  impor ts  and e x p o r t s  of t h e  c o u n t r y .  F i n a l l y ,  
t h e  government s e r v i c e s  s e c t o r  h a s  expanded a s  a r e s u l t  o f  t h e  develop-  
ment e f f o r t  and by i n c r e a s e d  employment i n  educa t ion ,  h e a l t h ,  and o t h e r  
s e r v i c e s .  

A complete system of n a t i o n a l  accoun t s  s t a t i s t i c s  i s  no t  a v a i l a b l e  
but  e s t i m a t e s  of t h e  gross domest ic  product  (Appendix Tab le  16)  a r e  
a v a i l a b l e .  However, t h e  l a c k  of r e l i a b l e  p r i c e  d e f l a t o r s ,  a long  w i t h  a 
number of o t h e r  s t a t i s t i c a l  d e f i c i e n c i e s ,  l i m i t s  t h e  u s e f u l n e s s  of GDP 
e s t i m a t e s .  Repor t s  of a c t u a l  p r o d u c t i o n ,  however,  s u g g e s t  average  annual  
r e a l  growth r a t e s  of GDP of over  8 per  c e n t  f o r  t h e  p e r i o d  1976-79. I n  
1980,  however, a d e c l i n e  i n  p roduc t ion  i n  bo th  a g r i c u l t u r e  and i n d u s t r y  
was l a r g e l y  r e s p o n s i b l e  f o r  a drop  i n  t h e  e s t i m a t e d  r e a l  growth r a t e  t o  
about 1 per  c e n t .  
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2 .  A g r i c u l t u r e  and animal husbandry 

The P . D . R .  o f  Yemen's a g r i c u l t u r a l  r e s o u r c e  base  i s  f a i r l y  r e s t r i c t e d ,  
l i m i t e d  by poor s o i l  q u a l i t y  and a s t r o n g  dependence on r a i n f a l l  f o r  water 
a v a i l a b i l i t y .  Although t h e  s e c t o r  c o n t r i b u t e s  on ly  about  10 p e r  c e n t  of 
t o t a l  GDP,  i t  accoun t s  f o r  more t h a n  40 pe r  cen t  o f  t h e  l a b o r  f o r c e  and 
about  one  f i f t h  of t o t a l  e x p o r t s .  T o t a l  a r a b l e  land i s  e s t i m a t e d  a t  about  
500,000 acres; c u l t i v a t e d  ac reage  i s ,  however, about one  q u a r t e r  o f  t h i s  
area. The dependence of a g r i c u l t u r e  on seasona l  r a i n s  (March-May and 
July-September)  accounts  f o r  s i z a b l e  f l u c t u a t i o n s  i n  t h e  c u l t i v a t e d  area.  
The main c r o p s  produced a r e  c o t t o n ,  sesame, wheat,  cereals ,  f r u i t s  and 
v e g e t a b l e s  , and q a t .  

Fol lowing  t h e  1968 and 1970 a g r a r i a n  re form laws and t h e  g e n e r a l  
r e s t r u c t u r i n g  of a g r i c u l t u r e ,  t h e  s e c t o r  now compr ises  35 s t a t e  farms 
w i t h  a t o t a l  area of  30,000 acres ,  44 p r o d u c t i o n  c o o p e r a t i v e s  c o v e r i n g  
about  345,000 acres,  and a ve ry  sma l l  number o f  p r i v a t e  farms i n  remote 
a r e a s .  S t a t e  farms f u n c t i o n  on a s t r a i g h t f o r w a r d  s t a t e  ownership b a s i s  
w i t h  worke r s  r e c e i v i n g  f i x e d  wages (more r e c e n t l y ,  i n c e n t i v e  payments have 
a l s o  been i n t r o d u c e d ) .  Coopera t ive  farms are  p r e s e n t l y  e i t h e r  "p roduc t ion  
sha r ing"  c o o p e r a t i v e s  with c o l l e c t i v e  p r o d u c t i o n  and d i s t r i b u t i o n  of income, 
O r  "service sha r ing"  t y p e s  w i t h  i n d i v i d u a l s  working t h e i r  own s e p a r a t e  
h o l d i n g s  and paying f e e s  f o r  c o l l e c t i v e  i n p u t s  and s e r v i c e s ,  e . g . ,  u s e  of  
water,  p e s t i c i d e s ,  equipment,  e t c .  A l l  a g r i c u l t u r a l  s u p p l i e s ,  marke t ing ,  
and p r o c e s s i n g  concerns  a r e  s t a t e  owned. I n  1980 t h e  "Publ ic  Corpora t ion  
f o r  A g r i c u l t u r a l  Se rv ices"  was e s t a b l i s h e d  f o r  c e n t r a l i z i n g  t h e  p r o v i s i o n  
of a g r i c u l t u r a l  i n p u t s  which was e a r l i e r  handled  by s e v e r a l  government 
agenc ie s .  

S i n c e  t h e  e a r l y  1970s,  t h e  a u t h o r i t i e s  have under taken  e f f o r t s  t o  
expand t h e  i r r i g a t i o n  i n f r a s t r u c t u r e ,  r e s u l t i n g  i n  t h e  withdrawal  of 
some ac reage  from c u l t i v a t i o n  pending i t s  r e c l a m a t i o n .  Recurr ing  f l a s h  
f l o o d s  and t e c h n i c a l  problems have  r e c e n t l y  de layed  t h e  p rogres s  and 
p r o d u c t i v i t y  o f  such inves tmen t s .  Although a c o n s i d e r a b l e  p r o p o r t i o n  of  
inves tment  r e s o u r c e s  h a s  been devoted  t o  expanding t h e  a g r i c u l t u r a l  i n f r a -  
s t r u c t u r e  ( d r i l l i n g  of  w e l l s ,  d i v e r s i o n  c a n a l s ,  and "wadi" development 
programs) ,  an  impor tan t  c o n s t r a i n t  f aced  by a g r i c u l t u r e  i n  t h e  P.D.R. o f  
Yemen remains  i t s  weak i n f r a s t r u c t u r e .  

Recen t ly ,  t h e  a g r i c u l t u r a l  s e c t o r  h a s  been e x p e r i e n c i n g  s h o r t a g e s  
of l a b o r  e s p e c i a l l y  i n  t h e  e a s t e r n  p r o v i n c e s ,  due t o  the i n c r e a s e  i n  
l abor  e m i g r a t i o n  i n  t h e  second h a l f  of  t h e  1970s.  To coun te r  t h e s e  l a b o r  
s h o r t a g e s ,  a g r i c u l t u r e  i s  moving toward t h e  u s e  o f  more c a p i t a l - i n t e n s i v e  
t echn iques .  P r e s e n t l y ,  a l l  p r e p l a n t i n g  o p e r a t i o n s  a long  wi th  t h e  h a r v e s t i n g  
and t h r e s h i n g  o f  wheat have been  comple t e ly  mechanized i n  the Shabwa and 
Hadramout p r o v i n c e s .  F u r t h e r  mechan iza t ion  o f  a g r i c u l t u r a l  o p e r a t i o n s  i s  
under way f o r  o t h e r  c r o p s  and a r e a s .  

O v e r a l l  a g r i c u l t u r a l  p r o d u c t i o n  h a s  no t  i n c r e a s e d  s i g n i f i c a n t l y  i n  t h e  
pas t  few y e a r s  (Tab le  1 and Appendix Tab le  1 7 1 ,  r e f l e c t i n g  mainly adve r se  
weather  c o n d i t i o n s  b u t  a l s o  inadequa te  i n f r a s t r u c t u r e  and t e c h n i c a l  and 
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a d m i n i s t r a t i v e  d i f f i c u l t i e s .  Except  f o r  c o t t o n  and v e g e t a b l e s ,  the pro- 
d u c t i o n  of a l l  major  c r o p s  d e c l i n e d  o r  s t a g n a t e d  i n  1978. 
of  c r o p s  r e p o r t e d  ou tpu t  i n c r e a s e s ;  c o t t o n ,  however, e x h i b i t e d  e d e c l i n e  
i n  o u t p u t  t h a t  con t inued  through 1980 due mainly t o  i n s u f f i c i e n t  r a i n f a l l .  
The d e c l i n e  i n  cOt ton  p r o d u c t i o n  is a l s o  a t t r i b u t e d  t o  t h e  impact  o f  irri- 
g a t i o n  and s o i l  improvement schemes t h a t  kep t  some of t h e  a g r i c u l t u r a l  l and  
out  of p roduc t ion .  These schemes are expec ted  t o  b r i n g  under  c u l t i v a t i o n  
a s u b s t a n t i a l  amount o f  l and  ( e s p e c i a l l y  i n  t h e  Abyan d e l t a )  by 1982. 
P r o s p e c t s  f o r  1981 a r e  expec ted  t o  b e  good, w i t h  c o t t o n  r e c o v e r i n g  t o  i t s  
1979 l e v e l s  and o t h e r  c r o p s  p o s t i n g  f u r t h e r  g a i n s .  

I n  1979 a number 

Table  1. P.D.R. of Yemen: Output of Main Crops,  1976-80 

( I n  thousands  of t o n s )  

1979 1980 - 11 1976 1977 1978 

Cot t o n  
Sesame 
Wheat 
Cereals 
Fodder 
Vege tab le s  
Me 1 on6 
F r u i t s  
Dat es 
Q a t  - 2/ 

9.3  
1.9 

10.0 
18.1 
99.0 
31.4 

7.9 
15.3 
13.2 

1 . 3  

4.9 
2.9 
8.6 

22.8 
51.6 
30.3 

8.9 
12.9 
13.6 

1.3 

10.4 
1.9 
6 .8  

18.1 
73.1 
33.1 

9 .o 
13.2 
15.0 
0.8 

6.6 
1 . 7  
7.4 

18.8 
111.6 
41.5 

9.0 
13.8 
15.0 
1 .o 

4.6 
1.5 
7.8 

19.9 
134.7 

34.9 
8.6 

14.9 

1 .o 
... 

Source: Appendix T a b l e  17. 

- 11 P r e l i m i n a r y .  
- 2 1  Based on t a x  p roceeds  on q a t  p r o d u c t i o n .  

I n  r e c e n t  y e a r s  t h e  a u t h o r i t i e s  have  t a k e n  some measures  t o  p rov ide  
g r e a t e r  i n c e n t i v e s  f o r  a g r i c u l t u r a l  p r o d u c t i o n  which had been  a d v e r s e l y  
a f f e c t e d  by t h e  s low ad jus tmen t  o f  p roduce r  p r i c e s  t o  r e f l e c t  r i s i n g  c o s t s .  
I n  1979 c o n t r o l s  on p r i c e s  of  v e g e t a b l e s  and f r u i t s  were ended. Moreover, 
s i n c e  1978 c o o p e r a t i v e  farms have  been a l lowed t o  s e l l  40  pe r  c e n t  of t h e i r  
produce i n  the f r e e  marke t .  In  a d d i t i o n ,  p roducer  p r i c e s  of s e v e r a l  c rops  
i n c l u d i n g  g r a i n s  were i n c r e a s e d  w i t h  f u r t h e r  i n c r e a s e s  con templa t ed  f o r  1982 
(Appendix Tab le  18). The Government h a s  a l s o  i n t r o d u c e d  a wide r  a p p l i c a t i o n  
of a system of i n c e n t i v e  payments i n  s t a t e  f a rms ,  a l o n g  w i t h  t h e  development 
of work p r o d u c t i v i t y  norms. 
t h e  c o l l e c t i o n ,  t r a n s p o r t ,  d i s t r i b u t i o n ,  and m a r k e t i n g  of c r o p s  throughout  
t h e  a g r i c u l t u r a l  s e c t o r .  

F u r t h e r  e f f o r t s  a r e  b e i n g  devo ted  t o  improving 
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Animal husbandry h a s  been f a i r l y  widespread among t h e  nomadic popu- 
l a t i o n  of t h e  count ry ,  while  a s i z a b l e  modern s u b s e c t o r  o f  s t a t e  farms 
f o r  d a i r y  and p o u l t r y  products  h a s  been e s t a b l i s h e d  i n  r e c e n t  y e a r s .  The 
movements i n  animal product ion  a r e  a t t r i b u t a b l e  l a r g e l y  t o  d r o u g h t s ,  The 
development e f f o r t  a t  p r e s e n t  c o n s i s t s  p r i m a r i l y  of improvements i n  t h e  
management of e x i s t i n g  l i v e s t o c k  r e s o u r c e s  w i t h  t h e  h e l p  of  an a d v i s o r y  
team set  up i n  1978 wi th  a s s i s t a n c e  from t h e  United Nat ions  Development 
Program. Although p o u l t r y  farming was a d v e r s e l y  a f f e c t e d  by d i s e a s e  i n  
1979, o u t p u t  h a s  recovered c o n s i d e r a b l y  i n  1980 and is  expected t o  r e a c h  
1 , 0 0 0  t o n s  by 1985. Other  p r o j e c t s  on hand i n c l u d e  an i n c r e a s e  i n  egg 
p r o d u c t i o n  from t h e  1980 l e v e l  of 10 m i l l i o n  t o  50 m i l l i o n  by 1985. 

3.. F i s h e r i e s  

The P.D.R. of  Yemen's c o a s t l i n e  i s  among t h e  most p r o d u c t i v e  f i s h i n g  
a r e a s  i n  t h e  world.  Spec ies  i n c l u d e  p e l a g i c  ( s u r f a c e - r e l a t e d )  species 
l i k e  s a r d i n e s  and t u n a ,  a s  w e l l  a s  o t h e r s  l i k e  c u t t l e f i s h ,  l o b s t e r s ,  
shr imp,  s q u i d ,  and green  t u r t l e s .  It i s  e s t i m a t e d  t h a t  a t  p r e s e n t  l e s s  
t h a n  one t h i r d  of  t h e  s u s t a i n a b l e  y i e l d  of f i s h e r y  r e s o u r c e s  i s  u t i l i z e d  
l e a v i n g  room f o r  s i z a b l e  expansion i n  t h e  sectQr.  

As i n  t h e  a g r i c u l t u r a l  s e c t o r ,  f i s h e r i e s  a r e  organized  a long  coopera-  
t i v e  and state-managed l i n e s .  The s e c t o r  i s  composed of  smal l - sca le  
f i shermen organized  i n t o  c o o p e r a t i v e s ,  a l a r g e - s c a l e  modern f i s h i n g  f l e e t  
managed by t h e  p u b l i c  s e c t o r ,  a j o i n t  P.D.R. of  Yemen/Soviet f i s h i n g  
v e n t u r e ,  and f i s h i n g  a c t i v i t i e s  under taken  by J a p a n e s e  companies on  a 
r o y a l t y  b a s i s .  The p u b l i c  s e c t o r ,  t h e  j o i n t  v e n t u r e ,  and t h e  Japanese  
c o n c e s s i o n  a l l  o p e r a t e  on e x p o r t a b l e  s p e c i e s .  The supply  of  s p e c i e s  
consumed d o m e s t i c a l l y  i s  l e f t  t o  t h e  c o o p e r a t i v e s  s e c t o r .  The i n t e r n a l  
marke t ing ,  e x p o r t ,  and co ld  s t o r a g e  a r e  handled by a newly c r e a t e d  
(September 1979) N a t i o n a l  Market ing C o r p o r a t i o n  w i t h i n  t h e  M i n i s t r y  o f  
F i s h  Weal th .  A t  p r e s e n t ,  37 v e s s e l s  a r e  working t h e  c o a s t  o f  t h e  P.D.R. 
of Yemen, w i t h  1 7  v e s s e l s  b e l o n g i n g  t o  t h e  p u b l i c  s e c t o r  f l e e t .  The 
Government i s  p r o j e c t i n g  a d d i t i o n s  of  f i v e  more 1,000-ton v e s s e l s  a t  t h e  
r a t e  of one a y e a r  under t h e  Second Five-Year P l a n ,  1981-85. 

While t h e  f i s h  c a t c h  has  g e n e r a l l y  i n c r e a s e d  i n  r e c e n t  y e a r s ,  t ech-  
n i c a l  problems w i t h  t h e  f i s h i n g  f l e e t ,  l a c k  of  i n c e n t i v e s  t o  improve 
p r o d u c t i v i t y ,  and l i m i t e d  s h o r e  f a c i l i t i e s  have hampered t h e  r e a l i z a t i o n  
of t h e  p o t e n t i a l  of t h e  i n d u s t r y .  To improve p r o d u c t i o n  c o n d i t i o n s  i n  
t h e  s e c t o r ,  s t e p s  were t a k e n  i n  1978 t o  expand r e p a i r  f a c i l i t i e s  i n  Aden 
and t o  provide  t e c h n i c a l  a s s i s t a n c e .  Among f i n a n c i a l  i n c e n t i v e s ,  t h e  
monthly s e a  a l lowance  f o r  s t a t e  f i shermen was i n c r e a s e d  from YD 1 5  t o  
YD 30 and e x t r a  payments were i n t r o d u c e d  f o r  e v e r y  t o n  of c a t c h  above 
c e r t a i n  p r e s e t  t a r g e t s .  A s  f o r  t h e  f i s h e r i e s  c o o p e r a t i v e s ,  t h e  Government 
permi t ted  i n  l a t e  1978 d i f f e r e n t  p r i c e s  t o  b e  charged  f o r  t h e  v a r i o u s  f i s h  
s p e c i e s ,  and beginning  i n  J a n u a r y  1980 t h e  c o o p e r a t i v e s  were al lowed t o  
s e l l  40 per c e n t  of  t h e i r  o u t p u t  a t  up t o  50 p e r  c e n t  above t h e  S t a t e ' s  
s e l l i n g  p r i c e s .  P r i c e  i n c r e a s e s  f o r  domest ic  v a r i e t i e s  were b e i n g  con- 
s i d e r e d  f o r  t h e  1982 season  t o  match s t e a d i l y  i n c r e a s i n g  i n p u t  c o s t s .  
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Although showing a g e n e r a l  i n c r e a s i n g  t r e n d ,  f i s h  o u t p u t  d e c l i n e d  I 

s i z a b l y  i n  1978 fo l lowing  e x c e p t i o n a l l y  low t empera tu res  d u r i n g  t h e  
b r e e d i n g  season .  Marked improvements ove r  t h e  1978 c a t c h  were ach ieved  
i n  bo th  1979 and 1980. P r o s p e c t s  f o r  1981 and t h e  nea r  f u t u r e  a r e  n o t ,  
however, cons ide red  good. F i s h  o u t p u t  i s  expec ted  t o  show a s h a r p  d r o p  
i n  1981, w i t h  a marked s h i f t  toward s p e c i e s  u s u a l l y  d i r e c t e d  f o r  domes t i c  
consumpt ion ,  and a drop  i n  e x p o r t  s p e c i e s  ( c u t t l e f i s h ,  shr imp,  and l o b s t e r s ) .  
Both developments  a r e  a t t r i b u t e d  t e n t a t i v e l y  t o  b i o l o g i c a l  and c l i m a t i c  
changes which a r e  be ing  i n v e s t i g a t e d  by b o t h  Yemeni and J a p a n e s e  r e s e a r c h e r s ,  
I n  r e g a r d  t o  p r o c e s s i n g  o p e r a t i o n s ,  t h e  f i shmeal  p l a n t s  have c o n s i s t e n t l y  
o p e r a t e d  a t  we l l  below c a p a c i t y .  
i n p u t  c o s t s  ( l a b o r ,  f u e l ,  and equipment)  have prompted t h e  Government t o  
s t o p  f i s h m e a l  p roduc t ion  a l t o g e t h e r  i n  t h e  1981-82 season  (October-May). 

Moreover, t h e  low 1981 c a t c h  and s o a r i n g  

4 .  I n d u s t r y  

a .  Pe t ro leum r e f i n i n g  

The Aden r e f i n e r y  i s  t h e  P.D.R. of Yemen's s i n g l e  most impor t an t  
i n d u s t r i a l  e s t a b l i s h m e n t  and employer .  B u i l t  i n  1954 by B r i t i s h  Pe t ro l eum,  
i t  was t r a n s f e r r e d  t o  t h e  P .D.R.  o f  Yemen by m u t u a l  consen t  i n  May 1977.  
The r e f i n e r y  h a s  an  i n s t a l l e d  c a p a c i t y  of 8 . 5  m i l l i o n  t o n s ,  u s i n g  t h e  
hydroskimming p r o c e s s  which produces  a l a r g e  p r o p o r t i o n  (50 p e r  c e n t )  
of lower d i s t i l l a t e s  ( f u e l  o i l ) ,  and i s  t h u s  geared  e s s e n t i a l l y  toward 
bunker ing  f u e l .  With t h e  c l o s u r e  o f  t h e  Suez Canal  i n  1967 and t h e  i n t r o -  
d u c t i o n  of long-haul  s h i p s ,  t o t a l  r e f i n e r y  p roduc t ion  dropped s t e a d i l y  
a s  demand f o r  bunker ing  d e c l i n e d .  The r e f i n e r y  now s p e c i a l i z e s  a lmos t  
wholly i n  r e f i n i n g  f o r  cus tomers  on  a f e e  b a s i s .  

The r e f i n e r y ' s  p r o s p e c t s  a r e  c o n s t r a i n e d  by a number o f  t e c h n i c a l  
problems and t h e  inadequacy  o f  i t s  a n c i l l a r y  f a c i l i t i e s .  Chief  among 
i t s  problems a r e  a r e s t r i c t e d  p roduc t  m i x ,  a low b e r t h i n g  c a p a c i t y  f o r  
i t s  h a r b o r  f a c i l i t i e s  ( s h i p s  o f  55,000 long  t o n s  or  l e s s ) ,  d e t e r i o r a t i n g  
s t o r a g e  c a p a c i t y ,  and power s u p p l y  c o n s t r a i n t s .  Fu r the rmore ,  t h e  r e f i n e r y  
i s  f aced  wi th  i n c r e a s i n g  c o m p e t i t i o n  from o t h e r ,  new r e f i n e r i e s  e s t a b l i s h e d  
or  d u e  t o  be e s t a b l i s h e d  soon i n  t h e  a r e a  (Kuwait ,  Abu Dhabi ,  and Saud i  
A r a b i a ) .  These e n j o y  c o n s i d e r a b l e  c o s t  advantages  owing t o  t h e i r  more 
modern technology.  

Almost a l l  of t h e  p e t r o l e u m  r e f i n i n g  d u r i n g  1977, 1978, and 1979 
was of c rude  s u p p l i e d  by t h e  Governments of I r a q ,  K u w a i t ,  t h e  S o c i a l i s t  
P e o p l e ' s  Libyan Arab J a m a h i r i y a ,  and t h e  U.S .S .R .  I n  1980 th roughpu t  
reached  3.4 m i l l i o n  t o n s ,  t h u s  r ema in ing  a t  t h e  1979 l e v e l  and up from 
t h e  1978 l e v e l  of 1 .8  m i l l i o n  t o n s .  The f o r e i g n  s o u r c e s  o f  c r u d e  pe t ro l eum 
inc luded  Abu Dhabi, K u w a i t ,  t h e  U.S.S.R., France ,  I n d i a ,  and t h e  S o c i a l i s t  
P e o p l e ' s  Libyan Arab J a m a h i r i y a .  The r e f i n e r y  a l s o  p r o c e s s e d  500,000 t o n s  
of c rude  f o r  t h e  P . D . R .  o f  Yemen's N a t i o n a l  O i l  Company. I n  1981 through-  
put  i s  expected t o  r e a c h  3.1-3.2 m i l l i o n  t o n s  w i t h  c o n t r a c t s  from I r a n ,  
Kuwait, t h e  U.S.S.R., and F r a n c e .  
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b .  O the r  manufac tur ing  

I n  a d d i t i o n  t o  t h e  oi.1 r e f i n e r y ,  t h e  P.D.R., of  Yemen h a s  a small 
b u t  growing manufac tur ing  s e c t o r  producing most ly  l i g h t  consumer goods. 
The s e c t o r  i s  i n  l a r g e  p a r t  p u b l i c l y  owned, bu t  t h e r e  are a l s o  a number 
of  ve ry  s m a l l  p r i v a t e  e n t e r p r i s e s .  Government p o l i c y  h a s  r e c e n t l y  been 
encourag ing  "mixed" ( p r i v a t e / p u b l i c )  e n t e r p r i s e s ,  l e a d i n g  t o  a growing 
number of conce rns  where Yemeni n a t i o n a l s ,  e s p e c i a l l y  mig ran t  workers 
abroad ,  may p a r t i c i p a t e .  The s e c t o r  c a t e r s  e s s e n t i a l l y  t o  t h e  domest ic  
market .  Bes ides  t r a d i t i o n a l  a c t i v i t i e s  such as s a l t  mining,  c o n s t r u c t i o n ,  
and s h i p  r e p a i r ,  t h i s  s e c t o r  i n c l u d e s  t e x t i l e s ,  tomato canning ,  v e g e t a b l e  
o i l  f a c t o r i e s ,  a long  wi th  manufac tur ing  u n i t s  f o r  p l a s t i c  goods,  foo twear ,  
aluminum p r o d u c t s ,  p a i n t s ,  and l i q u i d  b a t t e r i e s .  

Data on t h e  p roduc t ion  of i n d i v i d u a l  i n d u s t r i e s  show a marked slow- 
down i n  1979 (Tab le  2 ) .  Most i n d u s t r i e s ,  however,  r eco rded  a recovery  
i n  1980 w i t h  t h e  n o t a b l e  e x c e p t i o n  of  some t h a t  have  a dominant s h a r e  i n  
employment, e . g . ,  t ex t i l e s ,  footwear ,  s h i p  r e p a i r ,  and tomato canning,  
a l l  of  which e x h i b i t e d  s i z a b l e  d e c l i n e s  i n  p roduc t ion .  The causes  f o r  
such d e c l i n e s  c a n  be  i d e n t i f i e d  as s h o r t a g e s  i n  e l e c t r i c  power supply 
and l a b o r  a v a i l a b i l i t y  ( f o r  a l l  i n d u s t r i e s ) ,  d e l a y s  i n  t h e  p r o v i s i o n  of  
some imported i n p u t s ,  lower a g r i c u l t u r a l  p r o d u c t i o n  ( tomato  canning) ,  and 
inadequa te  wage i n c e n t i v e s  ( t e x t i l e s ) .  The a u t h o r i t i e s  have  a t tempted  t o  
d e a l  w i t h  t h e s e  problems and p r o s p e c t s  f o r  1981 a re  cons ide red  good; rea l  
growth f o r  t h e  i n d u s t r i a l  s e c t o r  i s  expec ted  a t  about 10-12 per  cent over 
1980 l e v e l s .  

As f o r  t h e  p r i c e  and i n c e n t i v e  s t r u c t u r e s ,  t h e  Government began i n  
January  1980 a r ev iew of t h e  i n d u s t r i a l  p r i c e  s t r u c t u r e  under a newly 
c r e a t e d  P r i c e  C o n t r o l  Bureau w i t h  a u t h o r i t y  f o r  f i x i n g  p r i c e s .  P r i c e s  
of some commodities were r a i s e d  i n  view o f  r e c e n t  i n c r e a s e s  i n  wages, 
f u e l ,  and o t h e r  i n p u t  p r i c e s ,  and a c o n t i n u i n g  review of  product  p r i c e s  
i s  main ta ined .  S t e p s  a r e  a l s o  b e i n g  t a k e n  t o  i n c r e a s e  i n d u s t r i a l  produc- 
t i v i t y  through i n c e n t i v e  payments t o  workers  on t h e  b a s i s  of p roduc t ion  
performance. 

I n d u s t r i a l  expans ion  p l a n s  f i g u r e  prominent ly  i n  t h e  c u r r e n t  Five-  
These i n c l u d e  the expans ion  of  e x i s t i n g  f a c t o r i e s  Year P l a n  (1981-85). 

( tomato  canning and kn i twea r  manufac tu r ing )  and t h e  e s t a b l i s h m e n t  of  new 
e n t e r p r i s e s ,  f o r  example, a 250,000 t o n  p e r  y e a r  cement f a c t o r y  and a 
sp inn ing  m i l l  w i t h  a c a p a c i t y  o f  o v e r  2,000 t o n s  p e r  y e a r .  
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T a b l e  2. P.D.R. of Yemen: P roduc t ion  of Main I n d u s t r i e s ,  1976-808 

Unit  1976 1977 1978 1979 1980 - 1/ 

Cot ton  l i n t  
Vege tab le  o i l s  
O i  1 cakes 
F i s h  meal 
Aluminum u t e n s i l s  
Tomato canning  
F i s h  cann ing  
F l o u r  m i l l i n g  
Wheat b r a n  
F i s h  o i l  
Paper bags  
P l a s t i c  u t e n s i l s  
N a i l s  
Foam r u b b e r  
T i l e s  
S h i r t s  
Lea t h e  r 
S a l t  mining 
L e a t h e r  shoes  
P l a s t i c  shoes 
Rubber s a n d a l s  
Matches 
Da i ry  p r o d u c t s  
P a i n t s  
Perfumes 
Text  i l e  s 
Cement b l o c k s  
C i g a r e t t e s  
E l e c t r i c i t y  
Water 
Aera ted  wa te r  
S h i p s  r e p a i r e d  
L iqu id  b a t t e r i e s  

Tons 
I1 

t I  

I I  

11 

11 

t t  

IS 

I t  

I1 

I t  

I1 

I t  

11 

Thous a nds 
I t  

t I  

Thousand t o n s  
Thousand p a i r s  

t I  I t  

( 1  t l  

Thousand g r o s s  
Thousand l i t e r s  

I t  I1 

I1 I t  

Thousand meters 
Thousand p i e c e s  
M i l  l i o s s  
M i l l i o n  kwh 
M i l l i o n  l i t e r s  
M i l  l i o n  b o t t l e s  
Number 

11 

2,943 
3,956 
6,134 

373 
-- 
-- 
-- 

34,862 
-- 
-- 

261 
69 

2 24 
29 5 

1,116 
38 2 
149 

37 
47 

800 

358 
4 ,538  

5 08 
10 

2 ,644  
175 
678 
153 

16 ,170  
24 

415 

-- 

-- 

1,809 
2,593 
6,101 
1,568 

399 
1,119 

303 
37,595 

5,194 
412 
455 
109 
153 
431 
942 
574 

35 
101 

76 
9 78 
2 28 
323 

5,945 
680 

27 
5,192 

259 
7 68 
163 

17,030 
28 

36 9 
11,957 

3,535 
... 
... 

1,364 
507 

1 ,203  
592 

38,440 
8,849 

6 06 
4 26 
149 
327 
501 
869 
472 

28 
65 

134 
1,378 

378 
332 

4 ,369  
1,194 

26 
3,291 

3 27 
9 82 
198 

19,412 
34 

422 
20,448 

2,240 
... ... 

' 626 
402 

1,361 
57 

31,138 
9 ,514  

317 
4 36 
188 
240 
680 
870 
429 

4 3  
25 

14 3 
763 
927 
193 

3,600 
1,302 

11 
2,500 

330 

197 
18,469 

38 
3 30 

18 ,000  

1,089 

2 ,240  
... 
... 

1 ,368  
28 7 

1 , 2 2 8  
2 16 

31 ,763  
11 ,063  

4 24 
521 
266 
297 
619 

1,456 
322 

78 
15 
94 

122 
633 
400 

5,153 
1,516 

8 
1 , 8 9 0  

502 
1,248 

223 
19,547 

16 
309 

12,778 

Source: C e n t r a l  S t a t i s t i c a l  O r g a n i z a t i o n .  

- 1/ P r e l i m i n a r y .  



5 .  The P o r t  o f  Aden 

U n t i l  t h e  closure of t h e  Suez Canal i n  1967, t h e  p o r t  was among t h e  
l a r g e s t  b u n k e r i n g  p o r t s  i n  t h e  world.  
r e s u l t e d  i n  a s h a r p  d e c l i n e  i n  t h e  number of  s h i p s  c a l l i n g  a t  t h e  p o r t  and 
i n  b u n k e r i n g  a c t i v i t i e s .  T r a n s i t  t r a f f i c  recovered p a r t i a l l y  f o l l o w i n g  t h e  
r e o p e n i n g  of t h e  Canal i n  1975 (Table  3 ) .  
p o r t  f u r t h e r  i n c r e a s e d  i n  1977 due t o  c o n g e s t i o n  i n  t h e  p o r t s  of n e i g h b o r i n g  
c o u n t r i e s  (namely, Hodeidah and Jeddah) .  
i n  1978 and  1979, however, reduced t h e  t r a f f i c  th rough Aden P o r t .  Thus,  
Aden's h a n d l i n g  o f  cargo  bound f o r  t h e  Yemen Arab Republ ic  a l o n e  f e l l  from 
a peak of 130,000 t o n s  i n  1977 t o  less t h a n  40,000 t o n s  i n  1978 and t o  some 
4 , 0 0 0  t o n s  i n  1979. Due t o  i n c r e a s e d  o v e r a l l  t r a f f i c  i n  1980, however, t h e  
t D t a l  number o f  s h i p s  c a l l i n g  recovered  from 2,149 i n  1979 t o  2 ,436 ,  w i t h  n e t  
r e g i s t e r e d  tonnage up 23.6 p e r  c e n t .  Technologica l  advances i n  t h e  world 
f r e i g h t  f l e e t  and t h e  i n t r o d u c t i o n  of long-haul s h i p s  have reduced t h e  pro- 
p o r t i o n  of  Suez Canal t r a f f i c  c a l l i n g  a t  t h e  p o r t .  Fur thermore ,  t h e  p o r t  
i s  f a c i n g  i n c r e a s i n g  c o m p e t i t i o n  i n  i t s  bunkering s e r v i c e s  due t o  t h e  h i g h  
p r i c e  of  i t s  f u e l .  D r y  c a r g o  o p e r a t i o n s ,  however, have expanded r a p i d l y ,  
and t h e  h a n d l i n g  of  t h e  P.D.R.  of Yemen's own import  and e x p o r t  t r a f f i c ,  
a long  w i t h  r e p a i r  and s e r v i c i n g  o p e r a t i o n s ,  i s  becoming t h e  mains tay  of t h e  
p o r t ' s  a c t i v i t i e s .  E x i s t i n g  l o a d i n g  and unloading  c a p a c i t y  i s  i n s u f f i c i e n t  
a t  t h e  peak of t h e  import  season ,  r e s u l t i n g  i n  d e l a y s  of up t o  one month. 
Moreover, t h e  p o r t  h a s  been faced  wi th  o c c a s i o n a l  s h o r t a g e s  of c a s u a l  l a b o r  
and dock workers .  

The c l o s u r e  of  t h e  Suez Canal 

The number of s h i p s  u s i n g  t h e  

The expans ion  of t h e s e  l a t t e r  p o r t s  

Table  3. P.D.R. of Yemen: A c t i v i t y  i n  Aden P o r t ,  1976-80 

( I n  thousands of  long  t o n s )  

1976 1977 1978 1979 1980 

Ships  
Number of s h i p s  c a l l i n g  
Net r e g i s t e r e d  tonnage 
Average tonnage p e r  s h i p  
Dry c a r g o  imported 
Dry cargo  e x p o r t e d  
O i l  impor ts  
O i l  e x p o r t s  
Fue l  and gas  o i l  bunkers  

Dhows 1/ 
Number of dhows c a l l i n g  
Net r e g i s t e r e d  tonnage 
Dry  cargo  imported 
Dry  cargo e x p o r t e d  

2,336 2,605 
9,945 10,738 
4.26 4.12 

38 7 6 18 
80 79 

1,779 1,811 
1 ,311  1,294 

563 591 

2 34 196 
25 20 

3 1 
1 2  12 

2,215 
9 ,605  

4 .34  
578 
88 

1 ,892  
1 ,526  

413 

167 
2 1  

1 
11 

2,149 
10 , 186 

4 .74  
481 

52 
3,651 
2,819 

39 7 

139 
18 

2 
6 

2,436 
12 , 597 

5.17 
66 7 

74 
3 , 763 
3,269 

573 

136 
17 
1 

. 8  

Source: C e n t r a l  S t a t i s t i c a l  O r g a n i z a t i o n .  

1/ Powered b a r g e s  of s m a l l  tonnage u s e d  main ly  f o r  c o a s t a l  t r a d e .  - 
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The p o r t  a u t h o r i t i e s  have  under taken  and a r e  f u r t h e r  p l a n n i n g  major 
e x p a n s i o n  o p e r a t i o n s  i n  t h e  p o r t .  The s e r v i c i n g  c a p a b i l i t y  was improved 
c o n s i d e r a b l y  i n  1978 and 1979 through expansion of  t h e  w a t e r  b a r g e  f l e e t  
and deep-f reeze  p l a n t s ,  i n c r e a s e  i n  r e p a i r  f a c i l i t i e s ,  and a c q u i s i t i o n  of a 
f l o a t i n g  dock wi th  a c a p a c i t y  of  4 ,500 t o n s .  The development p l a n  i n c l u d e s  
p r o j e c t s  f o r  t h e  expansion of b e r t h i n g  c a p a c i t y  and p o r t  f a c i l i t i e s .  

On t h e  f i n a n c i a l  s i d e ,  t h e  p o r t  h a s  exper ienced  c o n s i s t e n t  s u r p l u s e s  
s i n c e  1976, except  f o r  1978 when c a p i t a l  and maintenance e x p e n d i t u r e s  
i n c r e a s e d .  Some p o r t  dues were i n c r e a s e d  i n  1980 w i t h  a l l  f e e s ,  c h a r g e s ,  
and dues  f o r  p o r t  s e r v i c e s  undergoing e x t e n s i v e  r e v i s i o n s .  These r e v i s i o n s  
a r e  e x p e c t e d  t o  l e a d  t o  i n c r e a s e s  i n  revenues  beginning  i n  1982. 

The a u t h o r i t i e s  a l s o  expec t  t o  complete  by 1983 a n  expans ion  i n  t h e  
P o r t  o f  Mukalla t h a t  i n c l u d e s  t h e  b u i l d i n g  of two b e r t h s  w i t h  a c a p a c i t y  o f  
200,000-250,000 t o n s .  The p r o j e c t  i s  b e i n g  f inanced  w i t h  a s s i s t a n c e  from 
t h e  S o c i a l i s t  P e o p l e ' s  Libyan Arab J a m a h i r i y a ,  t h e  Kuwait Fund f o r  Arab 
Economic Development, and t h e  Arab Fund f o r  Economic and S o c i a l  Development 
a s  p a r t  o f  a mul t ipurpose  development p l a n  f o r  t h e  Mukalla area. The p o r t  
would s e r v e  a s  a f i s h i n g  h a r b o r  as w e l l  a s  f o r  t h e  h a n d l i n g  of  some of t h e  
c o u n t r y ' s  import and expor t  cargo .  

6 .  C o n s t r u c t i o n  

I n  t h e  e a r l y  y e a r s  of independence,  t h e  c o n s t r u c t i o n  s e c t o r  w a s  under-  
developed due t o  t h e  l a c k  of p u b l i c  inves tment  and t h e  d r y i n g  up o f  p r i v a t e  
inves tment  (mainly hous ing)  e x p e n d i t u r e s .  Although t h e  modest inves tment  
e x p e n d i t u r e s  of t h e  F i r s t  Three-Year P l a n  provided t h e  i n i t i a l  impetus  f o r  
t h e  growth of  t h e  c o n s t r u c t i o n  s e c t o r ,  i t  was i n  t h e  second h a l f  of t h e  
1970s,  wi th  t h e  s i z a b l e  i n c r e a s e  i n  b o t h  p r i v a t e  and p u b l i c  inves tment  
e x p e n d i t u r e s ,  t h a t  t h e  c o n s t r u c t i o n  s e c t o r  exper ienced  a boom. It i s  e s t i -  
mated t h a t  t h e  s e c t o r  grew a t  an  a n n u a l  r a t e  of  14 per  c e n t  i n  r ea l  t e r m s  
d u r i n g  t h e  p e r i o d  1975-80. Along w i t h  p u b l i c  s e c t o r  e x p e n d i t u r e s ,  p r i v a t e  
s e c t o r  investment  i n  hous ing  grew d r a m a t i c a l l y ,  f u e l e d  i n  l a r g e  p a r t  by 
i n c r e a s e d  workers '  r e m i t t a n c e s  from abroad .  P r i v a t e  inves tment  i n  h o u s i n g  
i s  e s t i m a t e d  t o  have grown from Y D  3 m i l l i o n  t o  YD 15 .5  m i l l i o n  o v e r  t h e  
same p e r i o d .  Thus, employment i n  c o n s t r u c t i o n  grew from 22,000 t o  30,400 
d u r i n g  t h i s  per iod .  The i n t e r i m  y e a r s  of  1979 and 1980 between t h e  two 
Five-Year P l a n s  were used f o r  c o n s o l i d a t i n g  e x i s t i n g  i n v e s t m e n t s  and w i t -  
nessed  a g r e a t l y  reduced l e v e l  o f  p u b l i c  inves tment .  D e s p i t e  t h e  s t r o n g  
growth of p r i v a t e  s e c t o r  demand f o r  h o u s i n g ,  t h e  r a t e  of  growth o f  t h e  
c o n s t r u c t i o n  s e c t o r  d e c r e a s e d  somewhat. A t  p r e s e n t ,  t h e  s e c t o r  a c c o u n t s  
f o r  about 14 p e r  cent  of  GDP a t  f a c t o r  c o s t ,  up from about  5 p e r  c e n t  i n  
1973. 

P r i v a t e  s e c t o r  e n t e r p r i s e s  s t i l l  account  f o r  an a p p r e c i a b l e  p r o p o r t i o n  
of  t h e  c o n s t r u c t i o n  s e c t o r .  The l a r g e - s c a l e  inves tment  programs under- 
t a k e n  by t h e  P.D.R. of Yemen have a l s o  l e d  t o  t h e  u s e  of  f o r e i g n  c o n t r a c t o r s  
i n  t h e  c o n s t r u c t i o n  i n d u s t r y .  Thus,  in 1980 p r i v a t e  c o n t r a c t o r s  were 
r e s p o n s i b l e  f o r  about  44 p e r  c e n t  of  g r o s s  o u t p u t  ( u p  from 31 p e r  c e n t  i n  
1975) ,  p u b l i c  s e c t o r  c o n t r a c t o r s  f o r  40 per  c e n t  (38  p e r  c e n t  i n  1975) ,  



- 10 - 

and f o r e i g n  c o n t r a c t o r s  f o r  16 per  cen t  (down from 30 pe r  c e n t  i n  1975).  
P r i v a t e  c o n t r a c t o r s  a r e  composed of a t r a d i t i o n a l  s u b s e c t o r  i n  hous ing  
c o n s t r u c t i o n  f o r  t h e  p r i v a t e  s e c t o r  and about 15-20 medium-size p r i v a t e  
conce rns  which r e q r e s e n t  t h e  modern p r i v a t e  c o n s t r u c t i o n  s u b s e c t o r .  
p r i v a t e  s e c t o r  hous ing  c o n s t r u c t i o n ,  t h e s e  c o n t r a c t o r s  accounted f o r  about 
25 p e r  c e n t  of p u b l i c  investment  i n  b u i l d i n g  c o n s t r u c t i o n  i n  1980. 
p u b l i c  sector c o n t r a c t o r s '  a c t i v i t y  i s  concen t r a t ed  mainly i n  t h e  s o c i a l  
s e c t o r s  such as educa t ion ,  h e a l t h ,  and p u b l i c  hous ing ,  a long  wi th  i n f r a -  
s t r u c t u r e .  Fo re ign  c o n t r a c t o r s  work e x c l u s i v e l y  on government c i v i l  works 
p r o j e c t s  a c r o s s  a broad range of s e c t o r s .  I n c r e a s i n g l y ,  f o r e i g n  c o n t r a c t o r s  
b r i n g  i n  t h e i r  own l a b o r  f o r c e  a long  wi th  t h e i r  own machinery.  

Bes ides  

The 

A t  p r e s e n t ,  t h e  c o n s t r u c t i o n  s e c t o r  s u f f e r s  from a s h o r t a g e  of s k i l l e d  
l a b o r .  Fur thermore ,  t h e  p u b l i c  c o n s t r u c t i o n  s e c t o r  appears  t o  have growing 
d i f f i c u l t i e s  of a t t r a c t i n g  and r e t a i n i n g  q u a l i f i e d  management and s k i l l e d  
l abor  i n  t h e  f a c e  of compe t i t i on  from p r i v a t e  s e c t o r  c o n t r a c t o r s .  Wages i n  
t h e  p r i v a t e  s e c t o r  a r e  h i g h e r  and more f l e x i b l e  t h a n  i n  t h e  p u b l i c  s e c t o r ,  
t h u s  imposing an a d d i t i o n a l  burden on p u b l i c  s e c t o r  f i r m s .  As a consequence, 
p u b l i c  s e c t o r  c o n s t r u c t i o n  wages and b e n e f i t s  have been r a i s e d  r e p e a t e d l y  
and,  t o  c o u n t e r  low p r o d u c t i v i t y  problems, v a r i o u s  "p iece  work" i n c e n t i v e  
schemes have been in t roduced .  Furthermore,  t h e  Government has  r e c e n t l y  
r e s o r t e d  t o  t h e  import  of migrant  workers f o r  employment i n  t h e  pub l i c  
c o r p o r a t i o n s .  The M i n i s t r y  of C o n s t r u c t i o n  h a s  i n  a d d i t i o n  e s t a b l i s h e d  a 
t r a i n i n g  c e n t e r  i n  1977. The c e n t e r  t r a i n s  workers  i n  s k i l l s  of va r ious  
s p e c i a l i z a t i o n s  (masonry, c a r p e n t r y ,  weld ing ,  e t c . ) .  To d a t e ,  a l l  i t s  
t r a i n e e s  have been absorbed wi thout  d i f f i c u l t y  i n t o  t h e  p u b l i c  and p r i v a t e  
s e c t o r s .  

Apart  from r i s i n g  l a b o r  c o s t s ,  t h e  c o n s t r u c t i o n  i n d u s t r y  i s  f a c i n g  
sha rp  i n c r e a s e s  i n  t h e  c o s t  of b u i l d i n g  m a t e r i a l s .  Although some a r e  
produced d o m e s t i c a l l y  ( c o n c r e t e  b l o c k s ,  p r e c u t  p a n e l s ,  f l o o r  t i l e s ,  and mud 
b r i c k s ) ,  t h e  c o n s t r u c t i o n  s e c t o r  boom has  l e d  t o  a s i g n i f i c a n t  i n c r e a s e  i n  
impor ts  of b u i l d i n g  m a t e r i a l s .  

The Second Five-Year P l a n  (1981-85) w i t h  i t s  s i z a b l e  investment  program 
i s  expected t o  m a i n t a i n  t h e  p r e s s u r e s  on t h e  c o n s t r u c t i o n  s e c t o r  f o r  t he  
f o r e s e e a b l e  f u t u r e .  C i v i l  works e x p e n d i t u r e s  account  f o r  YD 310 m i l l i o n  
or 61 p e r  cen t  of t o t a l  development e x p e n d i t u r e s .  To h e l p  a l l e v i a t e  t h e  
c o n s t r u c t i o n  b o t t l e n e c k ,  t h e  P l a n  proposes  t h a t  43  p e r  c e n t  of t h e  c i v i l  
works c o n t r a c t s  be awarded t o  f o r e i g n  c o n t r a c t o r s ,  a n o t h e r  50 per  cent  
would be c a r r i e d  out  by p u b l i c  s e c t o r  e n t e r p r i s e s ,  w h i l e  on ly  7 p e r  cen t  
would go t o  t h e  p r i v a t e  s e c t o r .  P r i v a t e  s e c t o r  demand f o r  hous ing  i s  a l s o  
expected t o  e x e r t  p r e s s u r e  on t h e  c o n s t r u c t i o n  s e c t o r .  

7 .  Employment, wages, and p r i c e s  

a .  Employment and wages 

The P . D . R .  of Yemen has  a r e l a t i v e l y  sma l l  p o p u l a t i o n  e s t i m a t e d  a t  
1.9 m i l l i o n  i n  1980. The major i ty- -about  two t h i r d s - - l i v e s  i n  r u r a l  a r e a s .  
The p o t e n t i a l  l abo r  f o r c e  i s  e s t i m a t e d  t o  be about  800,000.  The a c t u a l  
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l a b o r  f o r c e ,  however, does no t  exceed 410,000,  l a r g e l y  because of low 
female p a r t i c i p a t i o n  r a t e s .  The Government has  been a c t i v e l y  involved  ' 
t h rough  wage/ labor  l e g i s l a t i o n  i n  a t t r a c t i n g  women t o  t h e  l a b o r  f o r c e .  
Open unemployment, s eve re  i n  1967 and immediately a f t e r w a r d ,  has  v i r t u -  
a l l y  d i s a p p e a r e d  as a resu l t  of t h e  government employment p o l i c y .  
r e l a t i v e l y  l a r g e  p r o p o r t i o n  of t h e  l a b o r  f o r c e  i s  i n  t h e  p u b l i c  s e r v i c e s  
s e c t o r  ( 2 1  p e r  c e n t )  wi th  about,  4 0  pe r  cen t  i n  a g r i c u l t u r e  and t h e  
remainder  mainly i n  c o n s t r u c t i o n ,  t r a d e ,  and t r a n s p o r t ,  each accoun t ing  
f o r  abou t  7 per  cen t  t o  9 p e r  c e n t  of t h e  t o t a l .  

A 

Labor m i g r a t i o n  t o  t h e  ne ighbor ing  o i l  producing c o u n t r i e s  h a s  been  
a major development of t h e  1970s.  Consequent ly ,  a s  mentioned e a r l i e r ,  
t h e  P.D.R. of Yemen i s  e x p e r i e n c i n g  i n c r e a s i n g  s h o r t a g e s  of s k i l l e d  and 
s e m i s k i l l e d  l abor  i n  a l l  major s e c t o r s  of t h e  economy, n o t a b l y  i n  con- , 

s t r u c t i o n  and i n d u s t r y .  Accord ingly ,  domest ic  l a b o r  movements seem t o  
be toward t h e  c o n s t r u c t i o n  s e c t o r  where wages have  r i s e n  s u b s t a n t i a l l y .  
To remedy t h e  l abor  s h o r t a g e s ,  t h e  Government h a s  endeavored t o  i n t e n s i f y  
e f f o r t s  t o  improve l abor  s k i l l s  by v o c a t i o n a l  and t e c h n i c a l  t r a i n i n g ,  
a long  w i t h  a l l o c a t i n g  s u b s t a n t i a l  e x p e n d i t u r e s  t o  t h e  e d u c a t i o n  s e c t o r .  

Except for a 10 pe r  cen t  i n c r e a s e  i n  1975, p u b l i c  s e c t o r  wages had 
been e f f e c t i v e l y  f rozen  s i n c e  1972. In September 1979 a r e o r g a n i z a t i o n  of 
t h e  wage s t r u c t u r e  a long  w i t h  major  i n c r e a s e s  r e s u l t e d  i n  a n e t  i n c r e a s e  
i n  wages of about 40 p e r  c e n t .  Wage i n c r e a s e s  for t h e  Aden r e f i n e r y  were 
l i m i t e d  t o  a 6 pe r  cen t  r ise  across- the-board .  No f u r t h e r  i n c r e a s e s  were 
implemented i n  1980. The Government, i n  pu r su ing  a p o l i c y  t o  i n c r e a s e  
p r o d u c t i v i t y ,  d id  however s t e p  up t h e  u s e  of i n c e n t i v e  payments and 
p r o d u c t i v i t y  bonuses throughout  t h e  economy. Moreover, t h e  Government 
i s  i n c r e a s i n g l y  r e s o r t i n g  t o  r e l a t i v e  wage movements i n  o r d e r  t o  d i r e c t  
l a b o r  s h i f t s  i n  t h e  domest ic  economy toward t h o s e  s e c t o r s  e x p e r i e n c i n g  
t h e  g r e a t  e s t  s h o r t  ages .  

b .  P r i c e s  

The P .D .R .  of Yemen does no t  have comprehensive p r i c e  d a t a  f o r  t h e  
economy a s  a whole. 
index  (Appendix Table  19)  1/ and a c o s t  of l i v i n g  index €o r  Aden (Tab le  4 ) .  
The c o s t  of l i v i n g  index  is based  on we igh t s  d e r i v e d  from a household con- 
sumption survey  of a 1969 sample of  government employees i n  Aden. 
most p r i c e s  i n  t h e  P.D.R. of Yemen a r e  c o n t r o l l e d ,  t h e  i n d i c e s  r e c o r d  
p r i m a r i l y  t h e  r e s u l t  of a d m i n i s t r a t i v e  d e c i s i o n s .  
p r i c e  and wage i n c r e a s e s  were passed  a l o n g  t o  consumers,  t h e  c o s t  of 
l i v i n g  index r o s e  by 6 . 4  p e r  c e n t  i n  1978,  9 .7  p e r  cen t  i n  1979, and 
10.9 p e r  cen t  i n  1980. 
p r i c e s  of f o o d s t u f f s  and f u e l .  

The a v a i l a b l e  s e r i e s  c o n s i s t  of a who lesa l e  p r i c e  

S ince  

Thus, a s  i n t e r n a t i o n a l  

Th i s  l a s t  i n c r e a s e  r e f l e c t e d  mainly 5 n c r e a s e s  i n  

11 F i g u r e s  f o r  t h e  who lesa l e  p r i c e  i n d e x  f o r  1980 were undergoing 
s u T s t a n t i a 1  r e v i s i o n s  and were not  a v a i l a b l e .  
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Table  4.  P.D.R. of  Yemen: Cost of L i v i n g  
Index f o r  Aden, 1976-80 

(1969 = 100) 

R e l a t i v e  
Weights 1976 1977 1978 1979 1980 

General  index  
. F o o d s t u f f s  

1 igh  t i n g  
F u e l ,  water ,  and 

Rent 
C 1  o t h i n g  
Household s u p p l i e s  
Q a t ,  tobacco ,  and 

Other  
a l c o h o l i c  beverages  

Annual r a t e  of change 
i n  p e r  c e n t  

100.0 
50.9 

3.5 
6 .O 
9.0 
3.6 

10.0 
17  .O 

238 194 204 217 
20 1 203 217 230 

- - - - 

26 1 207 216 227 
75 75 75 75 

349 389 407 409 
184' . 208 210 254 

209 230 298 201 
125 147 156 181 

3.6 5 .1  6.4 9.7 

2 64 
256 
- 

34 1 
75 

433 
268 

347 
194 

10.9 

Source: C e n t r a l  S t a t i s t i c a l  O r g a n i z a t i o n .  

The system o f  p r i c e  c o n t r o l s  h a s  evolved o v e r  a number of  y e a r s .  By 
t h e  end of  1975 most consumer goods became s u b j e c t  t o  d i r e c t  p r i c e  c o n t r o l s ,  
which c o n s i s t  of f i x i n g  r e t a i l  p r i c e s  t o  i n c l u d e  p r e s c r i b e d  w h o l e s a l e  and 
r e t a i l  t r a d e  margins .  I n  t h e  d e t e r m i n a t i o n  of p r i c e s ,  t h e  a u t h o r i t i e s  have 
been guided by t h e  p r i n c i p l e  t h a t  i f  s u b s i d i e s  a r e  deemed e s s e n t i a l  t h e y  
should be g i v e n  t o  t h e  f i n a l  u s e r  i n  o r d e r  n o t  t o  d i s t o r t  r e s o u r c e  a l l o -  
c a t i o n  i n  product ion .  Accord ingly ,  a l l  i n p u t s  t o  a g r i c u l t u r e  a r e  provided 
a t  c o s t  ( e x c e p t  f o r  v e r y  d i s t a n t  l o c a t i o n s  where p a r t  of t h e  l o c a l  t r a n s p o r t  
c o s t s  a r e  borne by t h e  Government), and no d i r e c t  s u b s i d i e s  a r e  accorded t o  
t h e  manufactur ing s e c t o r  where p r i c e s  a r e  de te rmined  by a 5 p e r  c e n t  t o  
20 per c e n t  p r o f i t  margin over  c o s t s .  I n  d e t e r m i n i n g  consumer p r i c e s ,  t h e  
a u t h o r i t i e s  have been guided by a d e s i r e  t o  m a i n t a i n  long-term s t a b i l i t y ,  
e s p e c i a l l y  i n  t h e  c a s e  of  c e r t a i n  food i tems deemed e s s e n t i a l ;  however, 
a c t i o n  has  been t a k e n  p e r i o d i c a l l y  t o  r a i s e  p r i c e s  i n  r e s p o n s e  t o  p e r s i s t e n t  
o r  i r r e v e r s i b l e  i n c r e a s e s  i n  import  o r  p r o d u c t i o n  c o s t s .  Thus,  t h e  p r i c e s  
of wheat, f l o u r ,  r i c e ,  mi lk  powder, s u g a r ,  ghee ,  cooking  o i l ,  and t e a  
have been main ta ined  unchanged s i n c e  1974 and a r e  s u p p o r t e d  by t h e  P r i c e  
S t a b i l i z a t i o n  Fund (PSF). 
proceeds of a 10 per  c e n t  import  d u t y  s u r c h a r g e  on impor ts  o t h e r  t h a n  food- 
s t u f f s ,  a 5 p e r  c e n t  t a x  on t h e  p r o f i t s  of p u b l i c  s e c t o r  e n t e r p r i s e s ,  80 p e r  
cent  of commissions e a r n e d  on p u b l i c  s e c t o r  i m p o r t s ,  and p r o f i t s  from t h e  
s a l e  of goods whose import p r i c e s  a r e  lower t h a n  t h e  f i x e d  domest ic  p r i ces .  

The r e s o u r c e s  of  t h e  'fund c o n s i s t  mos t ly  of t h e  



- 13 - 

I n  1979 t h e  c o s t  of t h e  subs idy  o p e r a t i o n  was about  YD 6 m i l l i o n ;  i n  
1980 it  r o s e  t o  YD 9 m i l l i o n .  These s u b s i d i e s  were wholly f inanced  by 
accumula ted  s u r p l u s e s  i n  t h e  fund and p r o f i t s  from t h e  sale  of  suga r  
whose i n t e r n a t i o n a l  p r i c e s  had dropped below t h e  f i x e d  domest ic  p r i c e .  
I n c r e a s e s  i n  the  p r i c e  of c i g a r e t t e s  and bee r  were enac ted  i n  1980 a l s o  
e s s e n t i a l l y  t o  counter  t h i s  d e f i c i t .  I n  1981 t h e  d e f i c i t  from t h e  
s u b s i d i z a t i o n  ope ra t ions  of  t h e  PSF i s  expec ted  t o  be h i g h e r  b u t  s t i l l  
w i t h i n  t h e  l i m i t s  of i t s  accumulated s u r p l u s e s .  

8. Energy 

The P .D .R .  of  Yemen has  no known sources  of conven t iona l  energy  
( o i l ,  g a s ,  c o a l ,  o r  hydro) .  Although e x p l o r a t i o n  and s e i s m i c  s u r v e y s  
i n d i c a t e  some p o t e n t i a l  f o r  o i l  r e s o u r c e s ,  no commercial d i s c o v e r i e s  
have been made so f a r .  
I t a l i a n ,  Canadian,  and S o v i e t  concerns  on a p roduc t ion - sha r ing  b a s i s .  
The Five-Year Plan (1981-85) a l l o c a t e s  a r e l a t i v e l y  impor tan t  amount of  
r e s o u r c e s  f o r  g e o l o g i c a l  su rveys  and mine ra l  e x p l o r a t i o n .  Unconvent iona l  
sou rces  (geothermal ,  s o l a r ,  wind, and biomass energy)  a r e  a l s o  be ing  
e x p l o r e d ,  a l b e i t  a t  t h e  expe r imen ta l  and r e s e a r c h  s t a g e s .  

A t  p r e s e n t ,  e x p l o r a t i o n  i s  be ing  under taken  by 

pe t ro l eum d e r i v a t i v e s  account  f o r  over  90 per  c e n t  of t h e  P.D.R. of 
Yemen's energy  consumption. More t r a d i t i o n a l  f u e l s  l i k e  animal  waste, 
wood, and a g r i c u l t u r a l  r e s i d u e  a r e  be ing  g r a d u a l l y  abandoned f o r  l i q u e f i e d  
g a s  and ke rosene .  
g e n e r a l  t r a n s p o r t  i n f r a s t r u c t u r e  i s  cons ide red  a main element  behind  such  
s h i f t s .  Consumption of pe t ro leum p r o d u c t s  i n c r e a s e d  a t  an  ave rage  r a t e  
of 3 p e r  c e n t  pe r  annum between 1974 and 1980 (Appendix Tab le  20). 
E l e c t r i c i t y  consumption grew a t  somewhat h i g h e r  r a t e s .  S i z a b l e  i n c r e a s e s  
i n  t h e  domest ic  t r a n s p o r t  f l e e t  and t h e  r i se  i n  e x p e n d i t u r e s  on hous ing  
and consumer a p p l i a n c e s  occas ioned  by t h e  l a r g e  in f low of r e m i t t a n c e s  
account  f o r  t h e  growth i n  energy  consumption. I n  1980 s h a r p  i n c r e a s e s  i n  
t h e  p r i c e s  of petroleum p roduc t s  were p u t  i n t o  e f f e c t  (Tab le  5 ) .  These 
amounted t o  an  average i n c r e a s e  of about  120 pe r  c e n t  f o r  motor g a s o l i n e  
and 50 p e r  c e n t  for gas  o i l ,  a long  w i t h  i n c r e a s e s  i n  most o t h e r  p r o d u c t s .  
These p r i c e  ad jus tmen t s  brought  t h e  p r i c e  of g a s o l i n e  t o  w e l l  above i n t e r -  
n a t i o n a l  l e v e l s ,  whi le  t h e  p r i c e s  o f  o t h e r  p r o d u c t s  remain below import  
p r i c e s .  P r o f i t s  from t h e  s a l e  of g a s o l i n e  a r e  used t o  o f f s e t  t h e  c o s t  
o f  s u b s i d i z i n g  o t h e r  p roduc t s .  

The e x t e n s i o n  and development of t h e  road network and 

Pe t ro leum p r i c e s  a r e  under  rev iew and s p e c i f i c  p r o p o s a l s  f o r  a d j u s t i n g  
them upward a r e  be ing  cons ide red .  E l e c t r i c i t y  r a t e s ,  which have n o t  
been changed s i n c e  1974 when they  were set  a t  16 f i l s / k w h  f o r  household  
consumption and 2 7  f i l s / k w h  for i n d u s t r i a l  and commercial consumption,  
a r e  a l s o  under review wi th  t h e  aim of a d j u s t i n g  them t o  r e f l e c t  r e c e n t  
i n c r e a s e s  i n  f u e l  c o s t s .  The e l e c t r i c i t y  s h o r t a g e s  expe r i enced  i n  1980 
a r e  expected t o  be a l l e v i a t e d  by t h e  comple t ion  by June  1982 o f  a 32-Mwt 
power s t a t i o n .  A f u r t h e r  c a p a c i t y  i n c r e a s e  of  32 Mwt i s  planned f o r  1984. 
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Table 5. P . D . R .  of Yemen: C.i.f. and Retail Prices 
of Petroleum Products, 1979-80 

(In Yemeni dinars per imperibl gallon) 

1979 1980 
C.i.f. 1/ Retail C.i.f. 1/ Retail - L 

Motor gasoline (super premium) 0.490 
0.321 21 0.475 

Motor gasoline (regular) 0.450 
Gas oil 0.287 0.245 
Kerosene 0.294 0.265 
Liquid petroleum gas 

(per 12.5 kg cylinder) ... 1.225 
Fuel oil 0.199 0.210 

Motor gasoline (premium) - 
1.100 

0.432 - 21 0.950 
0.900 

0.422 0.350 
0.443 0.400 

... 1.750 
0.268 0.210 

Source: Yemen National Oil Company. 

1/ IBRD, Commodities and Export Projections Division. 
21 Gasoline 95 Ron. 
- 
- 

In view of the urgent need for  energy conservation, the authorities 
recently established an Energy Commission. Its membership comprises 
representatives from all major energy users in the country along with 
members of the University of Aden. Its purpose is to establish guidelines 
for the rationalization of energy consumption throughout the economy. 

9. Development planning - 1/ 

Development policy in the P.D.R. of Yemen is pursued within the 
framework of comprehensive social and economic planning. The country's 
first comprehensive planning experience was under the Three-Year Develop- 
ment Plan (1971/72-1973/74). This was followed by the First Five-Year 
plan (1974/75-1978) and the Second Five-Year Plan (1981-85b-at present in 
its first year of implementation. The objectives of development planning 
have remained broadly the same since the introduction of the Three-Year 
Plan in 1971. These include the raising of the standard of living of the 
population, the expansion of the infrastructure and restructuring of the 
economy, and the diversification of the production base with an overall 
emphasis on the commodity-producing public sector (agriculture, fisheries, 
and import-substituting industry). The emphasis on each of these goals 

1/ For a description of the planning machinery and the first two 
development plans, see SM/77/90 (4/26/77), pp. 23-31, and SM/71/132 
(5/18/78), pp. 21-25. 
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was s h i f t e d  wi th  t h e  e v o l u t i o n  of  t h e  economy. 
coming i n  t h e  wake of a g e n e r a l  slump i n  t h e  economy wi th  t h e  a t t e n d a n t  
h i g h  r a t e s  of  unemployment, was p r i m a r i l y  concerned w i t h  j o b  c r e a t i o n  
through l a b o r - i n t e n s i v e  p u b l i c  inves tment  programs. The emphasis ,  as 
d i c t a t e d  by t h e  underdevelopment of  t h e  economy, was on i n f r a s t r u c t u r e  
p r o j e c t s  and qu ick -y ie ld ing  inves tmen t s  i n  t h e  p roduc t ive  s e c t o r s .  
P l a n  e x p . n d i t u r e s  va r i ed  c o n s i d e r a b l y  from t a r g e t s  because of  t h e i r  
dependen e on f o r e i g n  f i n a n c i n g .  Almost 90 p e r  cent  of development 
e x p e n d i t u r e s  i n  t h e  Three-Year P l a n  was f inanced  from e x t e r n a l  s o u r c e s .  
The g l o b a l  investment  t a r g e t s  f o r  1971/72-1973/74 were YD 40 m i l l i o n  i n  
1971/72 p r i c e s ;  t h e s e  were subsequen t ly  reduced t o  YD 32.4 m i l l i o n  i n  
c u r r e n t  p r i c e s  and t h e  a c t u a l  e x p e n d i t u r e s  were YD 25 m i l l i o n  ( 7 7  p e r  
c e n t  of  t a r g e t s ) .  

The F i r s t  Three-Year P l a n ,  

Actua l  

The F i r s t  Five-Year P l a n  (1974/75-1978) saw a major  change i n  t h e  
economic environment of t h e  coun t ry .  
manpower caused a s h i f t  i n  emphasis away from l a b o r - i n t e n s i v e  p r o j e c t s .  
Fu r the rmore ,  l a r g e r  i n f lows  of  f o r e i g n  a i d  and a g e n e r a l l y  improved 
b a l a n c e  of payments p o s i t i o n  l e d  t o  a c o n s i d e r a b l e  r e l a x a t i o n  of t h e  
f o r e i g n  exchange c o n s t r a i n t .  Accord ingly ,  t h e  o r i g i n a l  inves tment  t a r g e t  
set a t  YD 7 5  m i l l i o n  was r e p e a t e d l y  r e v i s e d  upward and set f i n a l l y  a t  
Y D  276 m i l l i o n  (Appendix Tab le  2 1 ) .  The implementat ion ra te - -a l though 
lower ( 7 1  p e r  cen t ) - -neve r the l e s s  c o n s t i t u t e d  a remarkable  achievement  
over  t h e  p rev ious  Development P lan .  S e c t o r a l  a l l o c a t i o n  f o r  t h e  P l a n  
remained l a r g e l y  i n  l i n e  w i t h  i t s  t a r g e t s .  
o f  t o t a l  i nves tmen t s  was absorbed by t h e  a g r i c u l t u r e  and f i s h e r i e s  s e c t o r ,  
fol lowed by t h e  communications and c o n s t r u c t i o n  s e c t o r s  (29 p e r  c e n t ) ,  t h e  
s o c i a l  s e r v i c e s  s e c t o r  (17 pe r  c e n t ) ,  and t h e  i n d u s t r i a l  s e c t o r  ( 1 1  p e r  
c e n t ) .  

During t h e  P lan  p e r i o d  s h o r t a g e s  i n  

S l i g h t l y  more t h a n  one t h i r d  

The P l a n  was f inanced  through t h e  Development Fund (DF), s e l f - f i n a n c i n g  
by f i r m s ,  f o r e i g n  p r o j e c t  l o a n s ,  and domest ic  bank borrowing (Appendix 
Tab le  22 ) .  
g r a n t s  and nonpro jec t  l o a n s ;  o t h e r  r e c e i p t s  i n c l u d e  c o n t r i b u t i o n s  from 
s a l a r i e s  of government employees and t r a n s f e r s  o f  50 p e r  c e n t  of  n e t  
p r o f i t s  of p u b l i c  s e c t o r  e n t e r p r i s e s .  Thus,  t o t a l  f o r e i g n  r e s o u r c e s  
f inanced  a l i t t l e  more t h a n  t h r e e  q u a r t e r s  of i nves tmen t s  implemented i n  
t h e  P l a n  per iod .  Most of t h e  f o r e i g n  f i n a n c i n g  w a s  i n  t h e  form o f  g r a n t s  
and s o f t - t e r m  l o a n s .  

The major  p o r t i o n  of  r e c e i p t s  of  t h e  DF c o n s i s t s  of f o r e i g n  

The Second Five-Year P l a n ,  i n i t i a l l y  in t ended  t o  beg in  i n  1979, was 
r e schedu led  t o  cove r  t h e  p e r i o d  1981-85 a s  a r e s u l t  of t h e  recommenda- 
t i o n s  of t he  Counci l  on Arab Economic U n i t y  a s k i n g  member c o u n t r i e s  t o  
synchronize  t h e i r  f i ve -yea r  development p l a n s .  Thus,  1979 was used t o  
c o n s o l i d a t e  e x i s t i n g  inves tment  p r o j e c t s  and s t r e n g t h e n  t h e  newly i n s t a l l e d  
c a p i t a l  base .  
p rev ious  y e a r ' s  peak of Y D  60  m i l l i o n  (Appendix Tab le  231, r e p r e s e n t i n g  
a l s o  a lower implementa t ion  r a t e  (64  p e r  c e n t  compared w i t h  7 0  p e r  c e n t  
i n  19781, r e f l e c t i n g  i n c r e a s i n g  manpower s h o r t a g e s ,  i n f r a s t r u c t u r a l  
i nadequac ie s ,  and growing b o t t l e n e c k s  i n  t h e  c o n s t r u c t i o n  s e c t o r .  The 
major p a r t  of investment  e x p e n d i t u r e s  was d i r e c t e d  toward a g r i c u l t u r e  

Ac tua l  e x p e n d i t u r e s  d e c l i n e d  t o  Y D  52 m i l l i o n  from t h e  
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and f i s h e r i e s  (34  per  c e n t ) ,  fol lowed by communication and c o n s t r u c t i o n  
( 3 0  p e r  c e n t ) ,  s o c i a l  s e r v i c e s  ( 2 1  per c e n t ) ,  and i n d u s t r y  ( 9  p e r  c e n t ) .  
F o r e i g n  f i n a n c i n g  con t inued  t o  p l a y  a dominant r o l e  (Appendix Tab le  24) .  
N e v e r t h e l e s s ,  f i n a n c i n g  by t h e  domest ic  banking. sys t em i n c r e a s e d  s i g n i f i -  
c a n t l y  i n  1979. 

Nine teen-e ighty  cont inued  t o  be a y e a r  of c o n s o l i d a t i o n  a l though  
inves tmen t s  i n  new p r o j e c t s  resumed on a small s c a l e .  The s h a r e s  of 
i nves tmen t s  i n  a g r i c u l t u r e  and f i s h e r i e s  and communications and con- 
s t r u c t i o n  were reduced t o  23 pe r  c e n t  each ,  wh i l e  t h e  s h a r e  of i n d u s t r y  
was r a i s e d  t o  25 p e r  c e n t .  
l a t i o n ' s  b a s i c  needs ,  t h e  s h a r e  of s o c i a l  s e r v i c e s  ( s c h o o l s ,  h o s p i t a l s ,  
e t c . )  was inc reased  t o  24 p e r  c e n t .  T o t a l  a c t u a l  inves tment  e x p e n d i t u r e s  
rkached YD 74.5 m i l l i o n ,  e q u i v a l e n t  t o  an unprecedented 81 p e r  c e n t  imple- 
m e n t a t i o n  r a t e ,  due mainly t o  a s h i f t  toward i n c r e a s e d  u s e  of f o r e i g n  and 
p r i v a t e  c o n t r a c t o r s  and imported s k i l l e d  l a b o r .  

I n  pu r su ing  a p o l i c y  of f u l f i l l i n g  t h e  popu- 

The 1981-85 P l a n  aims a t  a c h i e v i n g  t h e  same g o a l s  as t h o s e  of p r e v i o u s  
p l a n s .  However, g r e a t e r  emphasis is placed  on expanding inves tmen t s  i n  
power, e l e c t r i c i t y ,  and water supply  s o  a s  t o  s o l v e  t h e  c o n s t r u c t i o n  
s e c t o r ' s  b o t t l e n e c k s  and t o  f u r t h e r  expand t h e  e x i s t i n g  i n f r a s t r u c t u r e .  
G r e a t e r  emphasis i s  a l s o  p l aced  on g e o l o g i c a l  and m i n e r a l  su rveys .  T o t a l  
inves tment  i n  t h e  f ive -yea r  p e r i o d  i s  planned a t  YD 508.2 m i l l i o n ,  i n  1980 
p r i c e s ,  d i s t r i b u t e d  a lmost  e q u a l l y  throughout  t h e  l a s t  f o u r  years o f  t h e  
P l a n  (about  19 per  cen t  p e r  y e a r )  wi th  a h i g h e r  r a t i o  budgeted f o r  1981 
(22 p e r  c e n t ) .  
19 pe r  c e n t  of t o t a l  inves tment  spending  i s  a l l o c a t e d  t o  c o n s t r u c t i o n  and 
t r a n s p o r t ,  28 p e r  c e n t  t o  mining ,  i n d u s t r y ,  a g r i c u l t u r e  and f i s h e r i e s ,  and 
18 per  c e n t  t o  power, f u e l ,  and wa te r  supply  (Tab le  6 ) .  

I n  l i n e  w i t h  t h e  P l a n ' s  emphasis on t h e  p r o d u c t i v e  s e c t o r s ,  

About 30 p e r  cen t  of t h e  f i n a n c i n g  of P l a n  e x p e n d i t u r e s  i s  expec ted  
t o  be from domest ic  s o u r c e s  (19  pe r  c e n t  government t r a n s f e r s  of earmarked 
revenues ,  6 . 3  p e r  c e n t  bank bor rowing ,  4.7 p e r  c e n t  s e l f - f i n a n c i n g )  and 
70 per cen t  ( Y D  355.3 m i l l i o n )  from f o r e i g n  s o u r c e s .  The a v a i l a b i l i t y  of  
f o r e i g n  f i n a n c i n g  i s  not  expec ted  t o  be a c o n s t r a i n t  on P l a n  implemen- 
t a t i o n ,  a s  Y D  312 m i l l i o n  h a s  a l r e a d y  been commit ted.  Debt s e r v i c e  pay- 
ments a r e  expec ted  t o  i n c r e a s e  modera t e ly  a s  15 p e r  c e n t  t o  20 p e r  c e n t  of 
t h e  f o r e i g n  f i n a n c i n g  i s  i n  g r a n t s ,  w i t h  t h e  remainder  i n  s o f t  l o a n s  w i t h  
long m a t u r i t i e s .  

The l a b o r  f o r c e  i s  expec ted  t o  i n c r e a s e  by 100,000 by 1986. With a 
popu la t ion  growth r a t e  e s t i m a t e d  a t  between 2.6 p e r  c e n t  and 2.9 p e r  c e n t ,  
t h e  dependency r a t e  would be reduced  from 3 .3  p e r  c e n t  t o  3.0 p e r  c e n t  pe r  
employed i n d i v i d u a l .  
i nc reased  r s l i a n c e  on t r a i n i n g  programs and wage i n c e n t i v e s  throughout  t h e  
economy. 
requi rements  of s k i l l e d  l a b o r .  
i n c o r p o r a t e s  rudiments  of v o c a t i o n a l  t r a i n i n g ,  s t u d e n t s  a r e  a l lowed t o  
choose d i r e c t l y  between c o n t i n u i n g  i n  an academic c o u r s e  i n  h i g h  schoo l  
o r  pursuing a v o c a t i o n a l  e d u c a t i o n  i n  s p e c i a l i z e d  s c h o o l s .  
g r e a t e r  emphasis i s  be ing  p l a c e d  on b u i l d i n g  and s t a f f i n g  t r a i n i n g  and 
voca t iona l  s c h o o l s  wi th  t h e  h e l p  of a number of  i n t e r n a t i o n a l  o r g a n i z a t i o n s .  

P r o d u c t i v i t y  i s  t o  be r a i s e d  by one t h i r d  through 

The e d u c a t i o n a l  s y s t e m  i s  be ing  r e s t r u c t u r e d  t o  f u l f i l l  t h e  P l a n ' s  
A f t e r  e i g h t  y e a r s  of b a s i c  s c h o o l i n g ,  which 

Accord ing ly ,  
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Table 6. P.D.R. of Yemen: Development Expenditures and Sources 
of Finance Under the Second Five-Year Plan, 1981-85 

(In millions of Yemeni dinars) 

1981 1982 1983 1984 1985 Total 

Expenditures by sector 
Industry 32.7 30.2 28.2 27.7 28.6 147.6 

.Fuel, water, and power (19.8) (19.2) (16.4) (17.7) (18.4) (91.6) 
Manu fact ur es (5.0) (6.0) (6.9) (4.9) (5.1) (28.0) 
Agriculture and fisheries 23.8 18.8 16 .O 15.1 13.4 87.4 
Transport, communication, 
construction and trade, 
restaurants and hotels 30.6 22.4 21.2 20.8 22.5 117.6 

26.3 32.5 34.5 35.0 155.5 - - - Social services 26.8 

Tot a1 114.1 97.9 98.1 98.2 99.7 508.2 

Sources of finance 
Government 29.4 20.3 15.9 15.8 15.3 96.9 
Banking system 7 .O 7.2 8.4 5.1 4.1 32.1 
Sel f - financing 7.6 4.9 3.7 3.5 4 .O 23.9 
Foreign financing 69.9 65.2 70.0 73.7 76.1 355.3 

Source: Ministry of Planning. 

11. Public Finance 

1. Structure of the public sector 

The public sector consists of the Central Government, three extra- 
budgetary funds (Price Stabilization Fund, Defense Fund, and Martyrs' 
Fund), six governorates (provinces), several municipalities, and a large 
number (over 70) of public corporations and mixed enterprises. All of 
these public entities keep separate accounts, and little information is 
available outside the Central Government. Until recently, the transactions 
of the Central Government have been effected through separate ordinary and 
development budgets. The ordinary budget is on a cash basis, with the 
fiscal year coinciding with the calendar year. 
Ministry of Finance and covers regular recurrent expenditures, including 
interest and amortization of the public debt, and its receipts consist of 
a variety of tax and nontax revenues, including a statutory contribution 
of a portion of after-tax profits of public enterprises. The development 
budget is formulated by the Ministry of Planning and includes inves.tment 
expenditures of implementing ministries and public sector enterprises. 

It is prepared by the 
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The s o u r c e s  of f i n a n c i n g  of development o u t l a y s  a r e  fou r :  t h e  Development 
Fund ( i n c l u d i n g  c e r t a i n  f o r e i g n  loans  i n  cash and i n  k i n d ,  f o r e i g n  g r a n t s ,  
domes t i c  t r a n s f e r s  from s a l a r i e s  of p u b l i c  s e r v a n t s ,  and 50 pe r  cent  of 
a f t e r - t a x  p r o f i t s  of p u b l i c  e n t i t i e s ) ;  e x t e r n a l  p r o j e c t  l o a n s ;  s e l f -  
f i n a n c i n g  by p u b l i c  e n t e r p r i s e s ;  and borrowing from t h e  banking  system. 

During 1981 t h e  a u t h o r i t i e s  took  t h e  f i r s t  s t e p s  t o  c o n s o l i d a t e  t h i s  
d u a l  sys t em i n t o  a u n i f i e d  budget  under t h e  Finance M i n i s t r y .  The u n i f i -  
c a t i o n  i s  be ing  implemented i n  phases .  
y e a r s ,  t h e  P lann ing  M i n i s t r y  r e t a i n s  major r e s p o n s i b i l i t y  f o r  t h e  c a p i t a l  
budge t ,  b u t  over  time g e n e r a l  r e s p o n s i b i l i t y  for budget  p r e p a r a t i o n  w i l l  
s h i f t  toward t h e  M i n i s t r y  of F inance .  The l a t t e r  h a s  been s t r e n g t h e n i n g  
i t s  r e g i o n a l  s u b t r e a s u r i e s  w i t h  t h e  a s s i s t a n c e  of t h e  Bank of Yemen i n  
a n t i c i p a t i o n  of i n c r e a s e d  r e s p o n s i b i l i t y  f o r  development spending .  
f i r s t  u n i f i e d  budget ,  f o r  1981, appea r s  i n  Appendix Tab le  25. 

I n  1981, and f o r  t h e  n e x t  couple  of 

The 

The M a r t y r s '  Fund s e r v e s  t h e  s p e c i a l i z e d  purpose  of p r o v i d i n g  
s u r v i v o r s '  b e n e f i t s  t o  t h e  f a m i l i e s  of t h o s e  who d ied  i n  t h e  independence 
s t r u g g l e .  
overhead ,  wh i l e  i t s  revenue comes from t a x a t i o n ,  c o n t r i b u t i o n s  of p u b l i c  
s e c t o r  employees, and t r a n s f e r s  from g e n e r a l  r e c e i p t s  of t h e  C e n t r a l  
Government (Appendix Tab le  2 6 ) .  The proceeds  of t h e  PSF 1/ i n c l u d e  a 
5 p e r  c e n t  a d d i t i o n a l  t a x  on c o r p o r a t e  p r o f i t s ,  a s u r c h a r g e  on impor ts  
( o t h e r  t han  f o o d s t u f f s )  e q u i v a l e n t  t o  10 p e r  c e n t  of t h e  import  d u t y  
r a t e s ,  and 80 p e r  c e n t  of t h e  commissions earned  on  p u b l i c  s e c t o r  impor t s .  
The PSF's e x p e n d i t u r e s  i n c l u d e  t h e  c o s t  of s u b s i d i e s  on e s s e n t i a l  food 
i t e m s  a s  w e l l  as t h e  t r a n s p o r t  c o s t s  r e q u i r e d  t o  u n i f y  t h e  p r i c e s  of t h e  
s u b s i d i z e d  i tems  throughout  t h e  c o u n t r y .  While no d e t a i l e d  i n f o r m a t i o n  
on t h e  PSF ' s  accoun t s  i s  a v a i l a b l e ,  d e f i c i t s  i n  i t s  b a s i c  o p e r a t i o n s  have 
been  recorded  i n  r e c e n t  y e a r s .  These s h o r t f a l l s  have been  f inanced  by 
p a s t  accumulated PSF s u r p l u s e s  and by t h e  s a l e  of o t h e r  commodities whose 
i n t e r n a t i o n a l  p r i c e s  have dropped r e l a t i v e  t o  domest ic  p r i c e s  ( e . g . ,  s u g a r ) .  
No in fo rma t ion  is a v a i l a b l e  on t h e  Defense Fund. 

I t s  o u t l a y s  c o n s i s t  e n t i r e l y  of pens ions  and a d m i n i s t r a t i v e  

2 .  Cent ra l  government o p e r a t i o n s  

a .  I n t r o d u c t i o n  and r e c e n t  o v e r a l l  t r e n d s  

197 
t o  

A c o n s o l i d a t i o n  and summary of c e n t r a l  government o p e r a t i o n s  d u r i n g  
6-80 and o f f i c i a l  budget e s t i m a t e s  f o r  1981 appear  i n  Tab le  7 .  Owing 
a g e n e r a l  improvement i n  d a t a ,  t h e s e  f i g u r e s  d i f f e r  somewhat from t h o s e  

p re sen ted  i n  e a r l i e r  r e p o r t s .  F i r s t ,  new d a t a  provided  t h i s  yea r  allowed 
t h e  i d e n t i f i c a t i o n  and s e p a r a t i o n  o f  t h e  revenue and f i n a n c i n g  components 
of t h e  DF f o r  t h e  per iod  1977-80 (Appendix Tab le  27 ) .  Because of t h e  
u n a v a i l a b i l i t y  of t h e  r e q u i r e d  i n f o r m a t i o n ,  a l l  DF r e c e i p t s  had been 
c l a s s i f i e d  p r e v i o u s l y  above t h e  l i n e  ( i . e . ,  a s  r evenue  i t e m s ) .  

1/ A d e s c r i p t i o n  of t h e  PSF i s  g i v e n  on p. 12.  - 
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Table 7 .  P.D.R. o# Yemcn: Stmumtry of  Cent ra l  Government 
Operat iona,  1976-81 

1979 1980 1/ 
A c t  u a l s  

I976 1977 1978 

T o t a l  revenue and g r a n t s  
T.WC revenue 2/ 
Nontax revenue 11 
Fore ign  g r a n t s  41 

T o t a l  expendi ture  
Curren t  expendi ture  z/ 
C a p i t a l  expendi ture  

Overa l l  d e f i c i t  

Financing 
E x t e r n a l  f inancing 

Foreign borrowing 
( n e t )  z/ 

Drauings 81 
b r t  i ra tTon 

Domestic f inancing 
banking system 

S t a t i s t i c a l  
d i screpancy  

T o t a l  revenue and g r a n t s  
Tax revenue 
N o n t u  revenue 
Foreign g r a n t s  

T o t a l  expendi ture  
Current  expendi ture  
C a p i t a l  expendi ture  

Overa l l  d e f i c i t  

Financing 
Foreign borroving ( n e t )  
Domest ic  bank f inancing 

of d e f i c i t  

( I n  mil l ion.  of Yemeni d i n a r s )  

47.62 60.33 69.25 69.77 111.04 

6.03 11.57 20.33 17.18 34.19 
21.91 20.39 15.31 9.46 8.91 

19.6828.7733.bl13.1767.94 

76.62 103.16 119.76 127.06 165.66 

37.47 55 .53  58.04 50.36 68.97 
m47.6361.7276.7096.69 

-29.00 -42.83 -50.51 -57.29 -54.62 - 
29.00 42.83 50.51 57.29 54.62 - - - - -  
20.00 24.20 32.40 21.90 29.80 

(20.50) (24.70) (32.80) (23.50) (33.00) 
( - 0 . 5 0 )  ( - 0 . 5 0 )  (-0.40) (-1.60) (-3.20) 

25.40 10.40 14.60 23.10 17.20 

-16.40 8.23 3.51 12.29 7.62 

( I n  p c ~  cent  of GDP) 

42.4 43.1 45.8 39.6 56.5 
17.7 20.3 22.3 24.5 34.6 
5.4 8.3 13.5 9 .8 17.4 

19.5 14.6 10.1 5 .I 4.5 

68.2 73.7  79.3 72.1 84.3 
34.9 34.0 40.9 43.5 49.2 
33.4 39.7 38 .I 28.6 35.1 

25.8 30.6 33 .4 32.5 27 .8 

17.8 17.3 21 .& 12 .I 15.2 

22.6 7 .4 9.7 13.1 8.8 

115.17 

20.09 
29.47 

'218.98 

106.48 

-103.81 

103.81 

T n i T  

112.36 

- 
- 

64.90 
(69.90) 
(-5.00) 

38.91 

-- 

50.9 
29.0 
8.9 
13.0 

96.9 
49.8 
47.1 

45.9 

28.7 

17.2 

Source.: Tables  8 and 9 and Appendix Tables  2 1 ,  22. 23,  24, and 25. 

1/ Provis iona l .  
2 /  Includes tax  revenue from o r d i n a r y  budget and Martyra '  Fund. 
3 /  Includes nontax revenue from o r d i n a r y  budget ,  U a r t y r s '  Fund ( c o n t r i b u t i o n s  

- 
- 

from employees) and Development Fund ( c o n t r i b u t i o n s  from s a l a r i e a  of publ ic  
s e r v a n t s ,  and 50 per cent  of net  p r o f i t a  of p u b l i c  e n t i t i e s ) .  

4 /  Includes Development Fund g r a n t s  i n  cash and i n  kind and u n c l a s a i f i e d  
reTeip ts  bel ieved t o  be gran ts .  The 1976 and 1981 f i g u r e a  a l a o  inc lude  an 
unknovn amount of loans.  

5/ Includes expendi tures  under t h e  o r d i n a r y  budget and Martyrs '  Fund 
exFe ndi t ur e s  . 

6/ 
t u r e s  financed by publ ic  e n t i t i e s .  

7 /  Data for 1976-80 a r e  from balance of payments s t a t i s t i c a .  
8 /  Includes T r u s t  Fund loans.  
9 /  Data for 1976-80 a r e  fruu monetary s t a t i s t i c a .  

Cons is t s  of expendi ture  under t h e  development budget excluding expendi- 

- - 
151 

111 A t  f a c t o r  c o s t .  

Due p a r t I y  t o  f a c t  t h a t  th@ c e n t r a l  government budget i s  not on a s t r i c t  
c z h  basis. 
- 
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The s e p a r a t i o n  of revenue and f i n a n c i n g  components f o r  1977-80 i n  t h e  
r e v i s e d  t a b l e  r e su l t s  i n  a major  adjustment  of  t h e  o v e r a l l  de f i c i t /GDP 
r a t i o .  S i n c e  a p p r o p r i a t e  d a t a  f o r  1981 were no t  a v a i l a b l e ,  the o v e r a l l  
d e f i c i t  i n  t h i s  yea r  i s  s t i l l  unde res t ima ted ,  wi th  a l l  e s t i m a t e d  DF 
r e c e i p t s  a g a i n  p laced  above t h e  l i n e .  Second, f i g u r e s  f o r  t h e  e x t r a -  
budgetary  Mar ty r s ’  Fund have been inc luded  i n  t h e  c o n s o l i d a t e d  b u d g e t ,  
s i n c e  f o r  f i s c a l  a n a l y s i s  t h e s e  pens ions  and t h e i r  f i n a n c i n g  a r e  s imi l a r  
t o  co r re spond ing  i t e m s  i n  t h e  o r d i n a r y  b u d g e t . $  Th i rd ,  c a p i t a l  expendi-  
t u r e ,  as p re sen ted  i n  t h e  c o n s o l i d a t e d  budget ,  i s  l ess  t h a n  t h e  t o t a l  
e x p e n d i t u r e  under t h e  development budget by t h e  amount o f  s e l f - f i n a n c e d  
o u t l a y s  o f  f i rms  and c o r p o r a t i o n s ;  t h e s e  o u t l a y s  are exc luded  from Tab le  7 
because  t h i s  i s  a c o n s o l i d a t i o n  o f  c e n t r a l  government e x p e n d i t u r e s .  - 11 

The f i s c a l  p o s i t i o n  of  t h e  C e n t r a l  Government improved c o n s i d e r a b l y  
d u r i n g  1980, as i t  had i n  1979,  w i th  t h e  o v e r a l l  d e f i c i t  a g a i n  d e c r e a s i n g  
as a p r o p o r t i o n  of  GDP. 2 1  With in  two y e a r s  t h e  d e f i c i t  w a s  reduced  from 
an h i s t o r i c a l  h igh  i n  1978 o f  33 .4  p e r  cen t  o f  GDP t o  27.8 p e r  c e n t  i n  
1980. But ,  whereas t h e  1979 movements had been d u e  mos t ly  t o  r e d u c t i o n s  
i n  development expend i tu re s  and c o n s t r a i n t s  on t h e  growth o f  c u r r e n t  ou t -  
l a y s ,  t h e  1980 improvement r e f l e c t e d  r a p i d  advances i n  o v e r a l l  r e c e i p t s  
(by 5 9 . 2  p e r  c e n t )  which more t h a n  o f f s e t  l a r g e  i n c r e a s e s  i n  e x p e n d i t u r e s  
(30 .4  per  c e n t ) .  On t h e  o t h e r  hand ,  t h e  budget e s t i m a t e s  f o r  1981 i n d i c a t e  
a r e v e r s a l  o f  t h e s e  r e c e n t  t r e n d s  and a marked worsening of t h e  f i s c a l  
s i t u a t i o n .  T o t a l  r e c e i p t s  a r e  expec ted  t o  r ise  by o n l y  4 p e r  c e n t ,  wh i l e  
e x p e n d i t u r e s  a r e  budgeted t o  i n c r e a s e  by 3 2  p e r  c e n t ,  w i th  t h e  r e s u l t  t h a t  
t h e  o v e r a l l  d e f i c i t  a s  a p r o p o r t i o n  o f  GDP i s  expec ted  t o  i n c r e a s e  t o  
about 46 p e r  c e n t ,  h i g h e r  t h a n  a t  any p o i n t  i n  t h e  p r e v i o u s  f i v e  y e a r s .  

On average ,  about  60 per  c e n t  o f  t h e  f i n a n c i n g  of t h e  f i s c a l  d e f i c i t  
has  come from f o r e i g n  borrowing. 31 Financ ing  o f  t h e  d e f i c i t  by t h e  
domest ic  banking system h a s  been much l e s s  c o n s i s t e n t ,  w i t h  a mean ove r  
t h e  f ive -yea r  p e r i o d  of about 4 3  p e r  c e n t  bu t  w i t h  a r a t h e r  wide range  o f  
v a l u e s .  I n  terms of  p r o p o r t i o n s  of  GDP, f o r e i g n  borrowing h a s  averaged 
about 18 pe r  cen t  ( a g a i n  o m i t t i n g  1979 from c o n s i d e r a t i o n ) ,  wh i l e  bank 
f i n a n c i n g  has  tended  t o  move about  9-10 p e r  cen t  ove r  t h e  most r e c e n t  fou r  
y e a r s .  

Cons ider ing  o n l y  development e x p e n d i t u r e s  f i n a n c i n g ,  t h e  r e l a t i v e  
c o n t r i b u t i o n  from v a r i o u s  sou rces  d u r i n g  1976-80 h a s  remained r easonab ly  
s t a b l e ,  w i th  about 5 3  p e r  c e n t  coming from t h e  DF, 34 p e r  c e n t  from f o r e i g n  
p r o j e c t  l o a n s ,  some 4 per  c e n t  from s e l f - f i n a n c i n g  by f i r m s  and c o r p o r a t i o n s ,  
and about 8 p e r  c e n t  from t h e  banking  system. Compared w i t h  t h e  p a t t e r n  i n  

1/ An e q u i v a l e n t  amount of  s e l f - f i n a n c i n g  by f i r m s  and c o r p o r a t i o n s  h a s  
been excluded from t h e  DF r e c e i p t s  which p r e v i o u s l y  was p l aced  above t h e  
l i n e .  Thus, t h e  n e t  e f f e c t  i s  t o  l eave  t h e  magnitude of  t h e  o v e r a l l  d e f i c i t  
una f fec t ed  but t o  r educe  t h e  l e v e l s  o f  bo th  e x p e n d i t u r e s  and r e c e i p t s .  

2 1  Because of  i nadequac ie s  i n  t h e  e s t i m a t i o n  of G D P ,  r a t i o s  i n  terms o f  
G D F  should be used wi th  c a u t i o n .  

3/ With t h e  e x c e p t i o n  of  1979 when e x t e r n a l  a i d  d i sbur semen t s  d e c l i n e d  i n  
connec t ion  wi th  a slowdown i n  a c t u a l  development e x p e n d i t u r e s .  
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t h e  p a s t ,  t h e  1981 budget e s t i m a t e s  seem markedly d i f f e r e n t  i n  two impor t an t  
r e s p e c t s .  Fore ign  p r o j e c t  loans  a r e  expec ted  t o  account  f o r  ove r  60 p e r  
c e n t ,  w h i l e  t h e  Development Fund w i l l  p rov ide  on ly  26 pe r  cen t  of t h e  
f i n a n c i n g  . 

b .  Trends i n  revenue and g r a n t s ,  1976-80 

During 1976-80 t o t a l  r e c e i p t s  grew a t  an average  r a t e  of  23.6 p e r  c e n t  
p e r  annum, which r a i s e d  t h e i r  r a t i o  t o  GDP from about  42 p e r  c e n t  t o  a lmos t  
57 pe r  c e n t  over  t h e  four-year  pe r iod .  T h e i r  buoyancy t o  GDP ove r  t h i s  same 
pe r iod  was 1 .56 .  During the  same p e r i o d ,  f o r e i g n  g r a n t s  dec reased  a t  an  
average  r a t e  of  about  20 per  c e n t  p e r  y e a r ,  r each ing  I O  p e r  cent '  of t o t a l  
r e c e i p t s  i n  1980. This  movement r e f l e c t s  a g e n e r a l  tendency toward i n c r e a s e d  
r e l i a n c e  on domest ic  r e s o u r c e s  t o  f i n a n c e  t h e  c o u n t r y ' s  development e f f o r t .  

An examinat ion  of t h e  c o n v e n t i o n a l l y  computed measures of  " t ax  e f f o r t "  
(Tab le  7 )  shows t h a t  t h e  r a t i o  of t a x e s  t o  GDP moved s t e a d i l y  from 17.7 p e r  
c e n t  i n  1976 t o  34.6 pe r  cen t  i n  1980. Although t h i s  r a t i o  i s  p robab ly  
s m a l l e r  t h a n  c a l c u l a t e d  because of t h e  l a c k  of comprehensive s t a t i s t i c s  of 
GDP, i t  is l i k e l y  t o  be cons ide rab ly  above t h a t  of o t h e r  deve loping  
c o u n t r i e s  and compares f avorab ly  even w i t h  most i n d u s t r i a l i z e d  c o u n t r i e s .  
S i m i l a r l y ,  when one computes more r e f i n e d  i n d i c e s  which a t t empt  t o  t a k e  
account  of c o u n t r i e s '  r e l a t i v e  l e v e l s  of  development and s t r u c t u r a l  d i f f i -  
c u l t i e s  i n  mob i l i z ing  r e s o u r c e s ,  t h e  f i g u r e s  f o r  t h e  P.D.R. of Yemen t u r n  
out  t o  be r e l a t i v e l y  h igh .  - I /  

During t h e  pe r iod  1976-80, t h e  buoyancy of t a x  revenue wi th  r e s p e c t  
t o  GDP was 2 .38 ,  a compara t ive ly  h i g h  v a l u e  which i s  based on bo th  p e r i o d i c  
d i s c r e t i o n a r y  ad jus tments  i n  t h e  t a x  s t r u c t u r e  and growth i n  t a x  b a s e s .  
The composi t ion  of t h e  C e n t r a l  Government 's  o r d i n a r y  revenues  (Tab le  81, 
exc lud ing  t h e  nonf inanc ing  e lements  of t h e  e x t r a b u d g e t a r y  Mar ty r s '  Fund 
and DF which were inc luded  i n  Tab le  7 ,  seems t o  have  remained remarkably  
s t a b l e .  Import d u t i e s  have accounted for t h e  l a r g e s t  s h a r e  (ove r  40 p e r  
c e n t ) ,  fol lowed by t a x e s  on income and p r o f i t s  ( rough ly  33 per  c e n t )  and on 
goods and s e r v i c e s  (about  20-22 p e r  c e n t ) .  
accounted  for about  20 p e r  cen t  of o r d i n a r y  r e v e n u e s ,  a l though i n  1978 t h e y  
jumped t o  28  p e r  c e n t ,  due mainly t o  an unusual  t r a n s f e r  t o  t h e  T r e a s u r y  
of about  YD 3 m i l l i o n  from t h e  e x t r a b u d g e t a r y  PSF. 
about  2 0  p e r  c e n t  of o r d i n a r y  revenues  i n  1980, nontax  r e c e i p t s  r o s e  by 
63  per  cen t  over  1979 because of a n o n r e c u r r i n g  i t e m  of nontax  revenue  
( s a l e s  of s c r a p )  and p r o f i t s  of p u b l i c  f i n a n c i a l  i n s t i t u t i o n s .  

T y p i c a l l y  nontax revenues  have 

Although c o n s t i t u t i n g  

I /  See " I n t e r n a t i o n a l  Comparisons of T a x a t i o n  f o r  S e l e c t e d  Developing 
C o u n t r i e s ,  1972-76" by A .  T a i t ,  W .  G r a t z ,  and B .  E ichengreen  i n  I n t e r n a t i o n a l  
Monetary Fund, S t a f f  P a p e r s ,  March 1979. C e r t a i n  d a t a  d i f f i c u l t i e s  w i t h  t h e  
P . D . R .  o f  Yemen caused s l i g h t  a l t e r a t i o n s  i n  approach ( e . g . ,  1977-78 f i g u r e s  
were used,  whereas t h e  l a r g e r  sample was based  on t h e  pe r iod  1972-76) which 
probably b i a sed  t h e  ITC index  number upward. S t i l l ,  s e v e r a l  a t t e m p t s  t o  
compute t h e  numbers under  v a r i o u s  assumpt ions  a l l  r e s u l t e d  i n  e s t i m a t e s  i n  
t h e  upper end of t h e  "h igh"  range  (1.115-1.720) .  
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Table 8. P .D .R .  of Yemen: C e n t r a l  Government Ordinary 
Revenues, 1976-81 

I ( I n  ' thousands of  Yemeni d ' inars )  

Budget 
Actual  s E s t  imate s 

1976 1977 1978 1979 1980 1/ 1981 

Tax revenue  
Taxes on income and 

p r o f i t s  
C o r p o r a t i o n s ,  of 

which: p u b l i c  
s e c t o r  e n t i t i e s  

I n d i v i d u a l s  
Wages and s a l a r y  

income 
Taxes on goods and 

s e r v i c e  s 
Cot ton  
C i g a r e t t e s  
P e  t r  o leum products  
F r u i t s d  and 

Q a t  
Other 
Indus t r i a1  

p r o d u c t s  
Taxes on i n t e r -  

n a t i o n a l  t r a d e  
Import d u t i e s  

Stamp d u t i e s  

v e g e t a b l e s  

Other  t a x e s  

Nont ax revenue 
P u b l i c  s e c t o r  

e n t  i t  ies 
N o n i n d u s t r i a l  s a l e s  

and charges  
A d m i n i s t r a t i v e  f e e s  
S a l e s  of government 

p r o p e r t y  

Tot a1 revenues 

19 , 685 

' 7,591 
(5 ,569)  

[4,6001 
(191) 

(1,831) 

4 ,811  
(146) 

(2 ,200)  
(1 ,051)  

(349) 
(662) 
(403) 

(--I 

6 ,355 
(6 ,355)  

928 
(928) 

6,029 

2,400 

2,766 
6 19 

2 44 

25 , 714 

28,282 

9,036 
(6,608)  

[5,8551 
(396)  

(2 ,032)  

6 ,569 
(213)  

(1 ,193)  

(381)  
(657)  
( 346 

(434)  

(3 ,345)  

11,369 
(11,369)  

1 ,308  
(1 ,308)  

6 607 

2 ,190  

3 ,075  
1,056 

286 

34 , 889 

L 

33 , 589 

10,047 
(7,244)  

[6,3151 
(409) 

(2,394) 

7,900 
( 5 )  

( 4  , 320) 
(1 , 100) 

(249) 
(1 ,033)  

(518) 

(675) 

14,052 
( 14,052) 

1 ,590  
(1 ,590)  

12 , 920 

3,135 

8 ,214  
1,154 

417 

46,509 

43  , 036 67 , 846 

12,474 24,098 
(9,267)  (20,443)  

18,2041 [19,137] 
(463) (549 1 

(2 ,744)  (3 ,106)  

12 , 180 9 ,675  
( 204 1 (138) 

(4 ,907)  (6 ,126)  
(1 ,975)  (2 ,093)  

(248) (275) 
(1 ,257)  (1 ,530)  

(484)  (1 ,251)  

(600) (767) 

19 , 187 29,320 
(19,187)  (29,320)  

1 ,700  2 , 248 
(1,700) (2 ,248)  

11 , 176 18,170 

4 , 267 6,339 

5,522 6 , 1 7 1  
1,072 1 , 370 

315 4,290 

I 

54,212 86,016 

65,516 

23,040 
(18,827) 

[ 17,8201 
(550) 

(3,663) 

14,226 
(190) 

(7 ,150)  
( 1 , 780 

(262) 
(1 ,700)  

(540) 

(2 ,604)  

26,250 
(26,250)  

2,000 
( 2  ,ooo> 

19,974 

8,002 

8,377 
1,595 

2,000 

85,490 

Source: M i n i s t r y  of F inance .  

1/ P r o v i s i o n a l .  - 
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There  were on ly  a few minor ad jus tmen t s  made i n  t h e  tax  s y s t e m  d u r i n g  
1980,  r e l a t i n g  f i r s t  t o  some ad jus tmen t s  i n  amounts d e d u c t i b l e  under  t h e  
i n d i v i d u a l  income t a x  l a w  (No. 5 of  1980) and, second,  t o  i n c r e a s e s  i n  
t h e  s p e c i f i c  t a x e s  on c i g a . r e t t e s  (42 p e r  c e n t ,  on  a v e r a g e )  and b e e r .  
summary of t h e  t a x  sys tem appears  i n  Appendix T a b l e  28, a long  w i t h  t h e  
accompanying schedu les  of customs d u t i e s  (Appendix T a b l e s  29 and 30) .  

A 

The changes  i n  t o t a l  r e c e i p t s  ove r  t h e  f i v e  years ended i n  1980 can  
u s e f u l l y  be  d i v i d e d  i n t o  t h r e e  subpe r iods .  During 1976-78 t h e s e  r e c e i p t s  
grew a t  a r a p i d  r a t e  of 13.3 per  c e n t  p e r  year,  d e s p i t e  t h e  s h a r p  f a l l  i n  
f o r e i g n  g r a n t s .  The 1979 o v e r a l l  r e c e i p t s  were a lmost  s t a g n a n t ,  r i s i n g  by 
l e s s  t h a n  1 pe r  c e n t  from 1978, due main ly  t o  a f a l l  i n  n o n i n d u s t r i a l  sa les  
and c h a r g e s ,  coupled  w i t h  a d r a s t i c  d e c l i n e  (38.2 p e r  c e n t )  i n  f o r e i g n  g r a n t s  
which o f f s e t  a 28.3 per  c e n t  growth i n  t a x  r evenues .  
(59.2 p e r  c e n t )  i n  revenues  i n  1980 was caused  l a r g e l y  by a combina t ion  of 
d i s c r e t i o n a r y  changes made i n  1979, Whose revenue  impact was n o t  r e a l i z e d  
u n t i l  1980, and r a p i d  growth i n  t h e  two most impor t an t  t a x  b a s e s  u n d e r l y i n g  
t h e s e  r a t e  ad jus tmen t s  ( t h e  volume of impor t s  and p u b l i c  c o r p o r a t e  p r o f i t s ) .  
The u n u s u a l l y  h i g h  s u r p l u s e s  r e a l i z e d  by t h e  p u b l i c  s e c t o r  e n t i t i e s ,  h e a v i l y  
weighted by markedly h i g h e r  i n t e r e s t  e a r n i n g s  abroad  on Bank of Yemen 
r e s e r v e s ,  l i k e w i s e  pushed up t h e  nontax  r evenues ,  s i n c e  p a r t  of a f t e r - t a x  
p u b l i c  c o r p o r a t e  p r o f i t s  i s  a160 t r a n s f e r r e d  t o  t h e  Treasury .  S i m i l a r l y ,  
because  s u r p l u s e s  i n  t h i s  s e c t o r  are  impor t an t  t o  b o t h  t h e  DF and s e l f -  
f i n a n c i n g  of c a p i t a l  p r o j e c t s ,  t h e  improved performance of p u b l i c  s e c t o r  
e n t e r p r i s e s  meant l a r g e r  i n c r e a s e s  i n  t h e s e  r ema in ing  major components of 
o v e r a l l  r e c e i p t s .  

The s h a r p  i n c r e a a e  

c .  Trends i n  e x p e n d i t u r e ,  1976-80 

During 1976-80 t o t a l  e x p e n d i t u r e s  grew a t  a n  ave rage  ra te  of 21 pe r  
c e n t  p e r  y e a r ,  which r a i s e d  t h e i r  r a t i o  t o  GDP from abou t  68 p e r  c e n t  t o  
about  84 pe r  c e n t  over  t h e  f i v e - y e a r  span .  The r e l a t i v e  amounts devoted  
t o  c u r r e n t  and c a p i t a l  purposes  have  a160 v a r i e d  c o n s i d e r a b l y  ove r  t i m e ,  
w i th  c u r r e n t  e x p e n d i t u r e s  hav ing  grown smoothly and s t r o n g l y ,  about  23 per  
c e n t  p e r  annum, w h i l e  c a p i t a l  o u t l a y s  tended  t o  i n c r e a s e  i n  d i s c r e t e  s t e p s  
but  averaged  about  13 per  c e n t  p e r  annum. The s t e a d y  growth of t h e  former 
r e f l e c t s  t h e  n a t u r a l  i n c r e a s e  i n  r e c u r r e n t  e x p e n d i t u r e s ,  such a s  government 
a d m i n i s t r a t i o n ,  e d u c a t i o n ,  h e a l t h ,  p e n s i o n s ,  e t c . ,  as w e l l  as by i n c r e a s e s  
i n  d e f e n s e  e x p e n d i t u r e .  The c a p i t a l  spend ing  d e c l i n e  i n  1979 was due t o  a 
p o l i c y  s h i f t  i n  t h a t  y e a r  toward c o n s o l i d a t i o n  and r e o r g a n i z a t i o n  of t h e  
development e f f o r t  p r i o r  t o  i n a u g u r a t i o n  o f  t h e  Second Five-Year P l a n .  I n  
1980, however, c a p i t a l  o u t l a y s  r o s e  by 37 p e r  c e n t ,  r e f l e c t i n g  t h e  de t e rmi -  
n a t i o n  of t h e  Government bo th  t o  a c c e l e r a t e  development e x p e n d i t u r e s  and 
t o  complete  ongoing p r o j e c t s .  
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A s  was t h e  c a s e  wi th  r e v e n u e s ,  t h e  composi t ion of t h e  C e n t r a l  Govern- 
. m e n t ' s  o r d i n a r y  expend i tu re  11 h a s  remained q u i t e  s t a b l e  d u r i n g  t h e  p e r i o d  

1976-80 (Tab le  9 ) .  
i n d i c a t e s  t h a t  roughly 50 pe r  c e n t  goes t o  wages and s a l a r i e s ,  about  43  pe r  
c e n t  t o  m a t e r i a l  s u p p l i e s  and misce l laneous , , ,  about 5 pe r  c e n t  t o  t r a n s f e r  
payments,  and t h e  remainder t o  deb t  s e r v i c e .  S i m i l a r l y ,  t h e  f u n c t i o n a l  
c l a s s i f i c a t i o n  of o r d i n a r y  e x p e n d i t u r e  remains more o r  l e s s  c o n s t a n t  a s  
f o l l o w s :  g e n e r a l  a d m i n i s t r a t i o n ,  20 p e r  c e n t ;  d e f e n s e  and s e c u r i t y ,  
46 p e r  c e n t ;  educa t ion  and guidance ,  18 per  c e n t ;  h e a l t h ,  s o c i a l ,  and 
community s e r v i c e s ,  9 p e r  c e n t ;  economic s e r v i c e s ,  5 p e r  c e n t ;  and deb t  
s e r v i c e ,  2 per  c e n t .  

An econo&c c l a s s i f i c a t i o n  of o r d i n a r y  e x p e n d i t u r e  

While a c l a s s i f i c a t i o n  e i t h e r  by f u n c t i o n  o r  economic c a t e g o r i e s  i s  
u n a v a i l a b l e  f o r  c a p i t a l  e x p e n d i t u r e ,  a u s e f u l  s e c t o r a l  a n a l y s i s  may be 
made of "development expend i tu re . "  The s e c t o r a l  d i s t r i b u t i o n  of t h e s e  
o u t l a y s  was r e l a t i v e l y  s t a b l e  f o r  t h e  f i r s t  fou r  y e a r s ,  w i t h  i n d u s t r y  
r e c e i v i n g  9 pe r  c e n t ;  a g r i c u l t u r e  and f i s h e r i e s ,  36 p e r  c e n t ;  communications 
and c o n s t r u c t i o n ,  30 per  c e n t ;  s o c i a l  s e r v i c e s ,  19 pe r  c e n t ;  and g e o l o g i c a l  
and mine ra l  su rveys ,  7 p e r  c e n t  (Tab le  1 0 ) .  The 1980 d i s t r i b u t i o n  r e a l l o -  
c a t e d  funds s i g n i f i c a n t l y  from t h i s  p a t t e r n ,  wi th  i n d u s t r y  be ing  i n c r e a s e d  
t u  25 p e r  cen t  a t  t h e  expense of bo th  a g r i c u l t u r e  and f i s h e r i e s  as w e l l  a s  
communications and c o n s t r u c t i o n ,  which were reduced t o  23 p e r  cen t  e a c h ,  
and w i t h  o t h e r  c a t e g o r i e s  remain ing  about  t h e  same. 

It i s  d i f f i c u l t  t o  compare t h e  expend i tu re  p a t t e r n  of  t h e  P.D.R. of 
Yemen, bo th  c a p i t a l  and c u r r e n t ,  w i th  t h a t  of o t h e r  c o u n t r i e s  because  of  
d a t a  l i m i t a t i o n s .  An a t tempt  t o  p l a c e  t h e  coun t ry  w i t h i n  t h e  c o n t e x t  of 
t h e  r e c e n t l y  devised  " i n t e r n a t i o n a l  e x p e n d i t u r e  comparisons,"  2 1  however, 
d i d  provide  a t  l e a s t  some p r e l i m i n a r y  r e s u l t s .  Measured a g a i n s t  what one 
might expec t  t h e  coun t ry  t o  spend when compared wi th  o t h e r  c o u n t r i e s ,  t h e  
P.D.R. of Yemen appears  t o  spend s i g n i f i c a n t l y  more on g e n e r a l  adminis- 
t r a t i o n  (which i s  expec ted  i n  a c e n t r a l i z e d  sys tem);  somewhat l e s s  on 
defense  and s e c u r i t y ;  - 3 1  about  a s  expec ted  on e d u c a t i o n ;  and much l e s s  
t han  expec ted  on he t i l t h ,  pens ions ,  and w e l f a r e .  

1/ The C e n t r a l  Government 's  o r d i n a r y  e x p e n d i t u r e  i s  o b t a i n e d  by d e l e t i n g  
expend i tu re s  of t h e  M a r t y r s '  Fund from c u r r e n t  e x p e n d i t u r e s .  

2 /  See A .  T a i t  and P .  H e l l e r ,  " I n t e r n a t i o n a l  Comparisons of Government 
Expendi ture :  A S t a r t i n g  Po in t  f o r  D i s c u s s i o n , "  I n t e r n a t i o n a l  Monetary Fund, 
DM/81/53. 

DeTense Fund. 
3 1  I t  should be noted t h a t  t h i s  a n a l y s i s  exc ludes  t h e  e x t r a b u d g e t a r y  
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Table 9. P.D.R. of Yemen: Central  Government Ordinary 
Expenditures, 1976-81 

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

Bud g e t  
Act ua 1 s E8 t i m a  t e s 

1976 1977 1978 1979 1980 1/ 1981 

Administrative and 
func t iona l  category 

General adminis t ra t ion 
Finance and economy 
Other 

Ge ne r a 1 adminis t r a t  ion 

Defense and s e c u r i t y  
Education and guidance 
Health 
Social  s e r v i c e s  

Pens ions 
Community serv ices  

Local townships 
Economic serv ices  

Publ ic  works and 
c ounnun i c a t ions 

Agr icu  1 t ure 
F isher ies  

debt se rv ice  
Other  unallocable:  

Economic c l a s a i f  i c a t  ion 
Wages and s a l a r i e s  
Mater ia ls  and suppl ies  
Trans f e r  payments 

Public debt i n t e r e s t  
Subvent ions t o  loca l  

a u t h o r i t i e s  
Pens ions 
Contributions t o  

foreign organizat ions 
Subsidies t o  economic 

organizations 
Financial  contr ibut ions 

t o  public e n t i t i e s  21 
Other 

Municipal gran ts  
Cul tural  and soc ia l  

contr ibut ions 
Repayment of publ ic  

debt --pr inc ipa l  

(5,815) 
(2,676) 
(1 ,171)  
17,134 
6,332 
2,244 

479 
(479) 
642 

(642) 
2 , 3  1.7 

(1,464) 
(853) 

(--I 

344 

39,154 
20,239 
16,732 
2,138 

(299) 

(156) 
(479) 

(183) 

(231) 

( 536 1 
(254) 
I501 

[ 204 1 

45 

47,373 
11,951 
(6,871) 
(3,434) 
(1,646) 
20,026 

8,207 
2,666 

516 
(516) 

1,385 
( 1,385 1 

1,972 

(865) 
(1,107) 

(--I 

6 50 

47,373 
24,350 
20,604 

2,246 
(477) 

(181) 
( 5  16) 

(254) 

(354) 

(217) 
(247) 

t 301 

[ 217 1 

173 

61,400 
9,653 

(2,959) 

(2,096) 
30,803 
11,801 
3,515 

532 
(532) 

1,349 
(1,349) 
2,782 

(4,598) 
(2,656) 
(7,400) 
(2,697) 
36,065 
14,178 
5,123 

780 
(780) 

1,705 
(1,705) 

3,175 

(1,347) (1,664) 
(1,119) (1,156) 

(316) (355)  

965 2,381 

61,400 76,163 
29,779 37,776 
28,600 33,187 

2,575 3,759 
(519) (943) 

(228) (-1 

(643) (1,018) 
(303) (562) 

I301 I301 

[2731 [5321 

446 1,441 

(4,038) 
( 11,908) 

(3,057) 
42,714 
17,492 
6,271 
1,060 

(1,060) 
2,086 

( 2,086) 
4,107 

( 3,300) 
(22,270) 

(3,105) 
46,736 
19,958 
6,102 
1,826 

(1,826) 
2,090 

(2,090) 
5,367 

(1,954) (2,533) 
(1,708) (2,160) 

(445) (674) 

3,283 6,072 

96,016 116,826 
50.803 56.080 
38,776 42;874 
4,237 12,872 

(1,083) ( 1,072) 

( 241 (298) 
(1,060) (1,826) 

(318) (570) 

(763) (8,000) 
(772) (951) 
130) I551 

2,200 5,000 

Source: Ministry of Finance. 

11 Provis ional .  
21 These funds a re  used pr imari ly  f o r  c a p i t a l  formation. 
- 
- 
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Table 10. P.D.R. of Yemen: Development Expendi tures  
and Sources  of F inance ,  1976-81 

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

, ,  

Budget 
A c t u a l s  E s t  i m a t  e s 

1976 1977 1978 1979 1980 1/ 1981 - 

E x p e n d i t u r e s  by s e c t o r  
I n d u s t r y  4.59 4 .04  4 . 9 5  4.51 18.27 25.24 
A g r i c u l t u r e  and f i s h e r i e s  16.30 18.56 20.20 17.99 17.21 23.86 
Communications and 

c o n s t r u c t  i o n  10.36 17.29 20.35 15.73 16.90 24.84 
G e o l o g i c a l  and mineral  

S o c i a l  s e r v i c e s  5.76 11.70 11.18 10.95 17.54 32.66 
s u r v e y s  2.22 5 .75  3.07 2.78 4.30 7.54 

39.23 57.34 59.75 51.96 74.22 114.14 ----- Tot  a1 

Sources  of f i n a n c e  
Development Fund 21.91 32.85 36.20 24.77 32.84 29.47 
Banking system 2.12 6.05 2.49 5.66 8.04 7.09 
S e l f - f i n a n c i n g  by f i rms  

and c o r p o r a t i o n s  1.76 1.81 1 . 7 1  1.60 5.25 7.66 
Fore i g n  p r o j e c t  loans  13.44 16.63 19.35 19.93 28.09 69.92 

Tot a1  39.23 57.34 59.75 51.96 - 74.22 114.14 

Source:  M i n i s t r y  of P lanning .  

- 11 P r o v i s i o n a l .  

d .  The 1981 budget 

Table  7 p rovides  the o f f i c i a l  budget  f o r  1981. The budgeted o v e r a l l  
d e f i c i t  amounts t o  about 46  p e r  c e n t  of  p r o j e c t e d  GDP and g r e a t l y  exceeds 
a c t u a l s  of prev ious  y e a r s ,  due t o  low e s t i m a t e s  o f  r e c e i p t s  and h i g h  e s t i -  
mates  of e x p e n d i t u r e s .  Underlying t h e  m a r g i n a l  change i n  t o t a l  r e c e i p t s  
( a  3 . 7  p e r  cent  i n c r e a s e )  a r e  p r o j e c t e d  s m a l l  d e c l i n e s  i n  t a x  revenue ,  
coupled with a 4 1  per  c e n t  d e c r e a s e  i n  nontax  revenue .  
f o r e i g n  grants are  expected t o  r i s e  by 231 p e r  c e n t  due t o  commitments 
a l r e a d y  rece ived  under t h e  f i n a n c i n g  of t h e  Second Five-Year P l a n .  It 
might be noted t h a t  t h i s  new l e v e l  of g r a n t s  would b r i n g  t h i s  s o u r c e  of 
revenue back t o  l e v e l s  s i m i l a r  t o  t h o s e  e x p e r i e n c e d  i n  t h e  mid-1970s 
a l t h o u g h ,  a s  a percentage  of t o t a l  r e c e i p t s ,  f o r e i g n  g r a n t s  would s t i l l  

On t h e  o t h e r  hand ,  
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account  f o r  less  than  one h a l f  of what t h e y  d i d  i n  t h e  ea r l i e r  y e a r s .  As 
f o r  e x p e n d i t u r e s ,  t o t a l  spending i s  p r o j e c t e d  t o  i n c r e a s e  by 32 p e r  c e n t ,  
g r e a t e r  t h a n  a t  any r a t e  i n  t h e  p rev ious  f ive -yea r  p e r i o d ,  mainly due t o  
t h e  ve ry  h i g h  r a t e  of i n c r e a s e  ( 5 4  p e r  c e n t )  i n  c a p i t a l  spending.  

Based on p r e l i m i n a r y  a c t u a l s  f o r  t h e  f i r s t  h a l f  o f  t h e  y e a r  and 
e x p e r i e n c e  of p rev ious  y e a r s ,  t h e  a c t u a l  outcome for t h e  y e a r  as a whole 
i s  l i k e l y  t o  show a much s m a l l e r  d e f i c i t  t h a n  i n d i c a t e d  by t h e  budget 
estimates. 

111. Money and C r e d i t  

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

U n t i l  n a t i o n a l i z a t i o n  i n  1969 t h e  P.D.R. o f  Yemen's banking sys tem 
c o n s i s t e d  of a Currency A u t h o r i t y  and e i g h t  commercial  banks ,  seven of 
which were f o r e i g n  owned. The n a t i o n a l i z e d  commercial banks were amalga- 
mated i n  A p r i l  1970 i n  t h e  Na t iona l  Bank of  Yemen which h a s  s i n c e  been 
t h e  c o u n t r y ' s  on ly  commercial bank. The Bank of  Yemen was e s t a b l i s h e d  
i n  August 1972 t o  succeed t h e  Currency A u t h o r i t y  and assume t h e  powers 
of a c e n t r a l  bank. The o v e r a l l  r e s p o n s i b i l i t y  for s u p e r v i s i o n  of t h e  
banking sys tem i s  v e s t e d  i n  a Board of D i r e c t o r s ,  which i s  c h a i r e d  by 
t h e  Governor of t h e  Bank of Yemen, and i n c l u d e s  t h e  C e n t r a l  Bank's Deputy 
Governor ,  t h e  Genera l  Manager of t h e  N a t i o n a l  Bank, t h e  Deputy M i n i s t e r s  
of A g r i c u l t u r e ,  F inance ,  I n d u s t r y ,  and P l a n n i n g ,  a t e c h n i c a l  e x p e r t  
appoin ted  by t h e  Prime M i n i s t e r ,  and a r e p r e s e n t a t i v e  of t h e  General  
Confede ra t ion  of  Workers. 

The Bank of Yemen i ssues  t h e  c u r r e n c y ,  s u p e r v i s e s  commercial banking 
o p e r a t i o n s ,  c o n t r o l s  t h e  t r a n s a c t i o n s  i n  f o r e i g n  exchange,  a c t s  a s  t h e  
Government 's  banke r ,  and implements monetary p o l i c y .  The Bank of  Yemen 
p repa res  annual  e s t i m a t e s  of t h e  c r e d i t  needs  of  t h e  Development P lan  and 
t h e  import  program. For s e v e r a l  y e a r s  t h e  Bank h a s  a l s o  sought  t o  imple- 
ment annua l  f i n a n c i a l  programs aimed a t  l i m i t i n g  o v e r a l l  monetary expans ion  
w i t h i n  r e a s o n a b l e  l e v e l s .  The Bank of  Yemen's o t h e r  p o l i c y  i n t e r v e n t i o n s  
have c o n s i s t e d  p r i m a r i l y  of s e t t i n g  t h e  i n t e r e s t  r a t e  s t r u c t u r e .  The Bank 
h a s  an informal  agreement w i t h  t h e  N a t i o n a l  Bank t o  m a i n t a i n  a minimum 
r e s e r v e  e q u i v a l e n t  t o  4 p e r  cen t  of  d e p o s i t  l i a b i l i t i e s .  

The commercial and s p e c i a l i z e d  banking a c t i v i t i e s  a r e  e n t r u s t e d  t o  
t h e  Na t iona l  Bank of Yemen which i s  r e p r e s e n t e d  i n  a l l  of t h e  c o u n t r y ' s  
gove rnora t e s .  The number of commercial bank b r a n c h e s  reached  28 by 1980, 
wi th  a c o n c e n t r a t i o n  of banking f a c i l i t i e s  i n  a r e a s  w i t h  c o n s i d e r a b l e  
development a c t i v i t y  o r  a l a r g e  number of f a m i l i e s  r e c e i v i n g  r e m i t t a n c e s  
from Yemenis working abroad .  
l i a b i l i t i e s  i n c l u d e  amounts d e p o s i t e d  i n  f o r e i g n  cu r rency  by nonres iden t  
Yemenis (Appendix Table  3 3 ) .  The l end ing  o p e r a t i o n s ,  on &he o t h e r  hand, 
comprise almost wholly of advances t o  t h e  p u b l i c  s e c t o r  e n t e r p r i s e s  (Appendix 
Table  34 ) ;  t h e  l a t t e r  have  been p r o h i b i t e d  from d i r e c t  l e n d i n g  and borrowing 
a c t i v i t i e s  amongst themselves  s i n c e  1977. The Manager of t h e  Na t iona l  Bank 

I n  a d d i t i o n  t o  domes t i c  d e p o s i t s ,  t h e  bank ' s  
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h a s  d i s c r e t i o n  t o  g r a n t  loans  of up t o  YD 10,000. Advances i n  t h e  r a n g e  
YD 10,000-130,000 have t o  be approved by t h e  Management Committee of  t h e  
banking  sys tem’s  Board of D i r e c t o r s .  
r e q u i r e  approval  of t h e  Governor of  t h e  Bank of Yemen who h a s  t o  r e f e r  
a p p l i c a t i o n s  t o  t h e  Board.of  D i r e c t o r s  i f  t h e  loan  amount i s  h i g h e r  t h a n  
YD 150,000.  

Loans i n  excess  of YD 130,000 

2 .  Recent monetary developments 

Monetary developments d u r i n g  t h e  f i v e  y e a r s  ended 1980 were charac-  
t e r i z e d  by s h a r p  f l u c t u a t i o n s  i n  t h e  growth of domest ic  l i q u i d i t y  (money 
and q u a s i m o n e y ) ,  r e f l e c t i n g  changes i n  t h e  p u b l i c  s e c t o r  needs f o r  
c r e d i t  and t h e  ba lance  of payments p o s i t i o n  (Table  1 1 ) .  C r e d i t  t o  t h e  
p u b l i c  s e c t o r  w a s  t o  f i n a n c e  p a r t  of t h e  development spending o f  t h e  
Government and imports  a s  w e l l  a s  s t o c k s  of p u b l i c  s e c t o r  o r g a n i z a t i o n s .  
With r e s p e c t  t o  t h e  ba lance  of  payments, s i n c e  1976 when a s m a l l  d e f i c i t  
was r e c o r d e d  o v e r a l l  annual  s u r p l u s e s  were r e g i q t e r e d ,  e x e r t i n g  an  
expans ionary  impact;  t h e s e  s u r p l u s e s  peaked a t  YD 31 m i l l i o n  i n  1978 
and d e c l i n e d  t o  YD 12.8 m i l l i o n  i n  1980. Fol lowing a s h a r p  a c c e l e r a t i o n  
i n  t h e  growth of domestic l i q u i d i t y  i n  1976 t o  a r e c o r d  46 p e r  c e n t ,  a 
d e c e l e r a t i n g  t r e n d  occurred  i n  1977 ( t o  44 per  c e n t )  and 1978 ( t o  20 p e r  
c e n t ) .  The smal l  r e d u c t i o n  i n  t h e  r a t e  o f  growth i n  domest ic  l i q u i d i t y  
i n  1977 w a s  due t o  an  improvement i n  t h e  f i n a n c i a l  p o s i t i o n  of  t h e  
Government which helped o f f s e t  t h e  impact of  a l a r g e  growth i n  c l a i m s  
on t h e  p u b l i c  s e c t o r  o r g a n i z a t i o n s .  I n  1978 t h e  slowdown i n  monetary 
growth, o c c u r r i n g  d e s p i t e  t h e  l a r g e  b a l a n c e  of payments s u r p l u s ,  was 
brought  about  by t h e  slower pace of  economic a c t i v i t y  a s s o c i a t e d  w i t h  
lower government development spending  and a d e c l i n e  i n  o v e r a l l  c r e d i t  
t o  p u b l i c  s e c t o r  o r g a n i z a t i o n s  due t o  a slowdown i n  impor ts .  

I n  1979 t h e  r a t e  of growth of  domest ic  l i q u i d i t y  a c c e l e r a t e d  t o  
29 per  c e n t  i n  response  t o  an expans ionary  impact e x e r t e d  by i n c r e a s e s  
i n  n e t  domest ic  a s s e t s  and n e t  f o r e i g n  a s s e t s  of t h e  banking system. 
Net domest ic  c l a i m s  r o s e  by Y D  2 8 . 6  m i l l i o n ,  r e p r e s e n t i n g  mainly govern- 
ment r e c o u r s e  t o  t h e  banking sys tem amounting t o  Y D  23.1 m i l l i o n  and 
t o  a l e s s e r  e x t e n t  a small  r i s e  i n  c l a i m s  on p u b l i c  s e c t o r  o r g a n i z a t i o n s  
(YD 2 . 7  m i l l i o n ) .  
c e n t )  was much h i g h e r  t h a n  t h a t  r e c o r d e d  i n  each of t h e  p r e v i o u s  t w o  
y e a r s  and r e s u l t e d  mainly from a s tep-up  i n  t h e  growth o f  c u r r e n t  
e x p e n d i t u r e  and t h e  need t o  f i n a n c e  a h i g h e r  s h a r e  of t h e  development 
e f f o r t  i n  view of a r e d u c t i o n  i n  t h e  f low of f o r e i g n  borrowing and 
g r a n t s .  
d e c l i n e d  s h a r p l y  because t h e  p u b l i c  s e c t o r  o r g a n i z a t i o n s  w i t n e s s e d  a 
reduced l e v e l  of a c t i v i t y  a s s o c i a t e d  i n  p a r t  w i t h  a lower l e v e l  of 
deve 1 opment spending . 

The r a t e  of  i n c r e a s e  o f  c l a i m s  on Government ( 2 7  p e r  

The r a t e  of growth of  c l a i m s  on  t h e  nongovernment s e c t o r  
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Table  11. P . D . R .  of Yemen: F a c t o r s  A f f e c t i n g  Changes 
i n  Domestic L i q u i d i t y ,  1976-81 

Jan.-June 
1976 1977 1978 1979 1980 ,1980 1981 

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

Domestic l i q u i d i t y  
Money 
Quas i-money 

Net f o r e i g n  a s s e t s  - 1/ 

N e t  domes t i c  a s s e t s  
C l a i m s  on Government 

C l a i m s  on nongovernment 

Other  i t e m s  ( n e t )  

( n e t )  

s e c t o r  

Domestic l i q u i d i t y  

Claims on Government ( n e t )  

30.9 42.7 
26.1 33.7 

4.7 9.0 

-- 

-2.8 12.5 

33.7 30.2 

25.4 10.4 

-- 
-- 

7.6 18 .0  
0.7 1.8 

46 44 

69 1 7  

27.5 49.5 68.7 32.3 
28.4 41.3 49.7 25.8 
- -_ I_ - -  

-0.9 8 . 2  19.0 6.5 

31.0 20.9 12.8 15.9 ---- 
-3.5 28.6 55.9 16.4 ---- 
14.6 23.1 17.2 14.7 

9.4 2.7 36.7 8.8 
-27.5 2 . 8  2.0 -7.1 

( I n  D e r  c e n t )  

2 .2  
2.4 
- 

-0.2 

-18.5 

20.7 

18.8 

13.2 
-11.3 

20 29 32 15 

20 27 16 1 3  

1 

15 

Source :  Appendix Tab le  31. 

1/ Adjus ted  f o r  v a l u a t i o n  changes due t o  exchange r a t e  f l u c t u a t i o n s  
w i t h  o f f s e t t i n g  e n t r i e s  under "o the r  i t e m s  n e t  ." 

I n  1980 a f u r t h e r  a c c e l e r a t i o n  i n  t h e  r a t e  of growth of domest ic  
l i q u i d i t y  took p l a c e  (32  p e r  c e n t ) ,  which was b rough t  about  p r i n c i p a l l y  
by a sha rp  i n c r e a s e  i n  c l a ims  on t h e  nongovernment s e c t o r .  N e t  domes t i c  
a s s e t s  of t h e  banking  sys tem ruse by YD 55.9 m i l l i o n ,  of which on ly  
YD 1 7 . 2  m i l l i o n  was accounted  for by a r i se  i n  c l a i m s  on Government. The 
slowdown i n  t h e  r a t e  of growth of c r e d i t  t o  t h e  Government (16  pe r  c e n t  
compared w i t h  27 p e r  c e n t  i n  t h e  p r e v i o u s  y e a r )  r e s u l t e d  from a major 
improvement i n  government revenue  which e n a b l e d  t h e  Government t o  f i n a n c e  
i t s  h i g h e r  l e v e l  of development and c u r r e n t  s p e n d i n g .  The l a r g e  i n c r e a s e  
i n  c l a ims  on t h e  nongovernment s e c t o r  was caused  by t h e  i n c r e a s e d  l e v e l  
of payments for impor t s ,  mainly pe t ro l eum p r o d u c t s  due t o  h i g h e r  p r i c e s ,  
and l a r g e r  volumes of consumer commodi t ies ,  as w e l l  a s  by t h e  r e c o u r s e  of 
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some of the organizations to the banking system t o  finance part of the 
development effort. The balance of payments exerted a smaller expansionary 
impact on domestic liquidity (YD 12.8 million) ,than that exerted in the 
previous two years, due to the weakening of the external position caused 
by larger imports. Data for the first half of 1981 indicate that domestic 
liquidity rose by only 1 per cent, compared with 15 per cent for the same 
period of the previous year, due to a turnaround to a deficit in the 
balance of payments. Net domestic assets had an expansionary impact of 
YD 20.7 million caused by rises in claims on both the government and non- 
government sectors; however, the balance of payments had a contractionary 
impact of YD 18.5 million which reduced the overall expansionary effect. 

A considerable part of the Government's expenditures in the P . D . R .  of 
Yemen is financed by official aid from abroad rather than by withdrawals 
from the domestic income stream in the form of tax and nontax revenues. 
It is helpful to study the monetary developments under these circumstances 
through an alternative presentation which measures the domestic sector's 
liquidity-creating impact not only by taking account of the changes in 
its debtor position vis-a-vis the banking system, but also by estimating 
its balance of payments situation (Table 12). For the government sector 
this provides an estimate of the extent to which the Government's foreign 
exchange receipts were absorbed through payments abroad. This estimate, 
plus the change in the Government's net debtor position with the banking 
system (derived from banking data), would equal the domestic budget deficit, 
i.e., the excess of the domestic fiscal expenditures over domestic budgetary 
receipts. 

While the distribution of external payments and receipts between the 
government and nongovernment sectors according to these calculations is 
not fully satisfactory, Table 1 2  suggests that the changes in liquidity 
attributable to the Government's operations were considerably different 
from those shown in the standard presentation of the data in Table 10. 
The external receipts of the Government were at a high level in the three 
years ended 1978; however, budgetary payments abroad were also high during 
these three years so  that the Government's external payments account showed 
a small surplus in 1976, which declined in 1977 and was in balance in 
1978. In 1979 loans and grants from abroad declined while there was no 
comparable fall in the foreign exchange component of budgetary outlays, 
so that the government sector had a balance of payments deficit o f  Y D  1 3  
million. In 1980 government external receipts picked up markedly due t o  
larger grants and loans for development, but so did external expenditures 
due to development outlays. Consequently, the overall government external 
accounts reverted to a balanced position. Therefore, the impact of fiscal 
operations on domestic demand would appear to have been considerably ' 
lower than that indicated by the Government's bank-financed deficit in 
1979 and close to it in 1980. 
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T a b l e  12.  P.D.R. of  Yemen: A l t e r n a t i v e  P r e s e n t a t i o n  of ' 

F a c t o r s  A f f e c t i n g  Domestic L i q u i d i t y ,  1976-80 

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

P r e l i m .  
1976 1977 1978 1979 1980 

1. Expans ionary  e f f e c t  of 
government o p e r a t i o n s  

a .  Government 's  e x t e r n a l  
b a l a n c e  (def  k i t - )  

Loan drawings ( n e t )  
G r a n t s  
R e f i n e r y  t a x e s  1/ 

E x t e r n a l  payment s-L/ 
Ordinary  budget  
Development budget 

E x t e r n a l  r e c e i p t s  

b .  Government bank borrowing 
( n e t )  

2. Expansionary e f f e c t  of non- 
government ope r a t  i o n s  

a .  E x t e r n a l  s u r p l u s  o r  

b. Bank borrowing- 
d e f i c i t  (-1 3/  

3. Changes i n  o t h e r  i t e m s  ( n e t )  

Memorandum i t e m s :  
Changes i n  domest ic  l i q u i d i t y  

Over a 11 b a l a n c e  of p a p e n t  s 

Net domest ic  a s s e t s  ( lb+2b+3)  

(1+2+3) 

(1a+2a)  

17.6 - 12.0  - 11.6 14.6 - 33.5 - 

8.1 1 . 2  -11.1 0.4 -- - 
3 n  43.2 4 4 3  29.9 58.2 

(20.0) (24 .2)  (32 .4)  (21.9)  (29.6)  
(16 .0)  (19 .9)  (12 .5)  (8 .0)  (28.6)  

-29.4 -42.0 -44.9 -41.0 -57.8 
(-3.9) (-4.7) (-6.1) (-7.2) (-9.6) 

(-25.5) (-37.3) (-38.8) (-33.8) (-48.2) 

(1 .5)  (--I (--I (--I (--) 

25.4 10.4 14.6 23.1 17.2 

49 .1  - 34.7 - -3.3 -29.3 40 .4  - 

-10.9 11.3 31.0 32.0 12.4 
7.6 18 .O 9.4 2.7 36.7 

2 .0  - 2.8 - 1.8 -27.5 - 0.7 - 

30.9 42.7 27.5 49.5 68.7 

-2.8 12.5 31.0 20.9 12.8 
33.7 30.2 -3.5 28.6 55.9 

Sources:  T a b l e  11, Appendix T a b l e  31 ,  and s t a f f  e s t i m a t e s .  

- 11 
2 /  Est imated  a t  1 0  per  c e n t  of o r d i n a r y  e x p e n d i t u r e s  and 6 5  p e r  c e n t  o f  

31 Obtained a s  a r e s i d u a l  from t h e  o v e r a l l  b a l a n c e  of payments s u r p l u s  o r  

R e f i n e r y  t a x e s  were p a i d  i n  f o r s i g n  exchange u n t i l  1976. 

development e x p e n d i t u r e s .  

d e f i c i t  a s  shown i n  t h e  banking s t a t i s t i c s  and t h e  Government 's  e x t e r n a l  
s u r p l u s  a s  i n d i c a t e d  above. 
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The nongovernment s e c t o r ' s  b a l a n c e  of  payments p o s i t i o n  t u r n e d  
around from d e f i c i t s  i n  1976 t o  growing s u r p l u s e s  up t o  1979 which 
d e c l i n e d  i n  1980. The c h i e f  under ly ing  c a u s e  h a s  been a s u b s t a n t i a l  
i n f l o w  of  workers '  r e m i t t a n c e s  which have grown a t  a t i m e  when i m p o r t s  
have remained under r e s t r a i n t .  The d e c l i n e  i n  t h e  s u r p l u s  i n  1980 was 
brought  about  by a s h a r p  i n c r e a s e  i n  t h e  impor ts  of t h e  nongovernment 
s e c t o r .  

The growth of domestic l i q u i d i t y  averaged some 34 p e r  c e n t  a y e a r  
d u r i n g  t h e  f ive-year  per iod  ended 1980. A t  t h e  same t i m e ,  t h e  growth 
of r e a l  Q u t p u t  i s  es t imated  t o  have averaged no more t h a n  5 p e r  c e n t  a 
y e a r ,  while t h e  c o s t  of l i v i n g  i n d e x  r o s e  by an  annual  average  of about  
8 p e r  c e n t .  While t h e  m o n e t i z a t i o n  of  t h e  economy a p p e a r s  t o  have been 
expanding ,  t h e  c o n s i d e r a b l e  i n c r e a s e  i n  domest ic  l i q u i d i t y ,  which 
t a p e r e d  o f f  i n  1980, appears  t o  have r e s u l t e d  i n  an overhang o f  c a s h  
b a l a n c e s  as demand p r e s s u r e s  were r e s t r i c t e d  through a r i g o r o u s  imple- 
m e n t a t i o n  of c o n t r o l s  on p r i c e s  and d i s t r i b u t i o n  of  goods.  

3.  I n t e r e s t  r a t e  s t r u c t u r e  

U n t i l  1977 t h e  i n t e r e s t  r a t e s  c h a r g e a b l e  on advances w e r 2  i n  t h e  
range  o f  5-8 per  c e n t  depending on t h e  purpose of t h e  l o a n .  S i n c e  
January  1978 borrowers  i n  t h e  p u b l i c  s e c t o r  and t h e  c o o p e r a t i v e s  a r e  
e n t i t l e d  t o  t h e  p r e f e r e n t i a l  r a t e  of  3 p e r  c e n t  f o r  f i n a n c i n g  p r o j e c t s  
i n c l u d e d  i n  t h e  development p l a n ;  p r o j e c t s  o u t s i d e  t h e  development 
p l a n  a r e  f inanced  a t  4 per  c e n t  ( T a b l e  13) .  Loans t o  t h e  pub1i.c s e c t o r  
t r a d i n g  companies c a r r y  an  i n t e r e s t  of 6 p e r  c e n t .  ' A l l  o t h e r  l o a n s  are 
charged a n  i n t e r e s t  of 8 per  c e n t .  

No i n t e r e s t  i s  paid on demand d e p o s i t s .  The i n t e r e s t  on s a v i n g s  
d e p o s i t s  was i n c r e a s e d  from 3 p e r  c e n t  t o  5 p2r c e n t  a s  of  January  
1978. Fixed d e p o s i t s  c a r r y  d i f f e r e n t  i n t e r e s t  r a t e s  depending on b o t h  
t h e  type  of d e p o s i t o r  and t h e  m a t u r i t y  o f  t h e  d e p o s i t s  which a r e  
a v a i l a b l e  f o r  p e r i o d s  ranging  between 3 months and 12 months.  The 
r a t e s  p a i d  t o  r e s i d e n t  d e p o s i t o r s  v a r y  between 1 per  c e n t  and 2 per  
c e n t  f o r  t h e  p u b l i c  s e c t o r  and c o o p e r a t i v e s  i n  t h e  range of 4-6 p e r  
c e n t  for  o t h e r s .  Fixed d e p o s i t s  i n  f o r e i g n  c u r r e n c y  by n o n r e s i d e n t  
Yemenis r e c e i v e  p r e f e r e n t i a l  i n t e r e s t  r a t e s  t h a t  vary  between 5 p e r  
c e n t  and 9 per  c e n t  depending on  m a t u r i t y .  
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Tab le  13 .  P.D.R.  of Yemen: I n t e r e s t  Rate 
S t r u c t u r e  as of  August 31,  1981 

(In D e r  c e n t  D e r  v e a r )  

Pub 1 i c  Mixed , Yemenis 
S e c t o r  and P r i v a t e ,  and Res iden t  

Coopera t ives  F o r e i g n  S e c t o r s  Abroad 1/ 

D.eposits 
Curren t  
Savings  
Fixed 

3 months 
6 months 
1 2  months 

n i  1 
n i l  

1 .o 
1.5 
2.0 

n i  1 n i  1 
5.0 - 21 5 .O 

4.5 
5 .O 
6.0 

Loans and advances 
Commercial and p e r s o n a l  6.0 21 8.0 
Indus t r i  a1 , agr  i c u  1 t ur a 1  , 

and f i s h e r i e s :  
Wi th in  development p l a n  3.0 8.0 
Out s ide  development p l a n  4 .O 8 .O 

5.0 
7 .O 
9.0 

Source: Bank of  Yemen. 

- 1/ 
2 /  Appl i e s  o n l y  t o  i n d i v i d u a l s  and i s  s u b j e c t  t o  a c e i . l i n g  of  

3 1  A p p l i e s  on ly  t o  t h e  N a t i o n a l  Company f o r  Home T r a d e ,  t h e  N a t i o n a l  

Fo r  d e p o s i t s  i n  f o r z i g n  exchange on ly .  

YD-5,000. 

Company f o r  F o r e i g n  Trade ,  and t h e  V i c t o r y  T r a d i n g  Company. 
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I V .  The E x t e r n a l  S e c t o r  

1. An ove rv iew 

The b a l a n c e  of payments of  t h e  P.D.R. of Yemen has  been c h a r a c t e r i z e d  
by  l a r g e  d e f i c i t s  i n  the t r a d e  account  and c o n s i d e r a b l e  i n f l o w s  of f o r e i g n  
a i d  and w o r k e r s '  r emi t t ances .  The economy i s  h e a v i l y  dependent  on impor t s  
of  consumpt ion ,  inves tment ,  and ene rgy  r equ i r emen t s .  Import payments grew 
v e r y  r a p i d l y  i n  1980-81 owing t o  an  a c c e l e r a t i o n  of development a c t i v i t y  
as w e l l  as t o  a r e l a x a t i o n  o f  consumer goods impor ts .  Although expor t  
e a r n i n g s  r ecove red  i n  1980-81 from t h e  dep res sed  l e v e l  of the p rev ious  two 
y e a r s ,  t h e y  s t i l l  equa l  on ly  a small p r o p o r t i o n  of import  payments,  
widening t rade d e f i c i t  has  been covered by s u b s t a n t i a l  i n f lows  of  workers '  
r e m i t t a n c e s  and f o r e i g n  loans  and g r a n t s  r e l a t e d  most ly  t o  t h e  development 
budget .  The o v e r a l l  ba lance  had been c h r o n i c a l l y  i n  d e f i c i t  f o r  s e v e r a l  
y e a r s  t h r o u g h  1976, l e a d i n g  t o  a d e p l e t i o n  of r e s e r v e s .  
1977-80, however,  t h e  ba lance  o f  payments r eco rded  o v e r a l l  s u r p l u s e s  and 
h e l p e d  t o  r e s t o r e  r e s e r v e s  t o  a r e a s o n a b l e  l e v e l  (Table  1 4 ) .  

The 

For t h e  y e a r s  

2 .  Balance  o f  payments developments ,  1976-80 

a .  E x p o r t s  

Expor t  performance du r ing  t h e  f ive -yea r  p e r i o d  ended 1980 was marked 
by a downturn i n  1977-79 and a r ecove ry  and expans ion  t o  a new peak i n  
1980 (Appendix Tab le  35). T h i s  f l u c t u a t i o n  ma in ly  r e f l e c t s  changes i n  
domest ic  e x p o r t s .  Re-exports have  t r a d i t i o n a l l y  formed an impor tan t  p a r t  
of t o t a l  e x p o r t  e a r n i n g s ,  r e f l e c t i n g  the impor tance  of  Aden as an  e n t r e p o t .  
However, ove r  t h e  f ive -yea r  pe r iod  t h e r e  h a s  been no growth i n  t h e  v a l u e  of  
r e - e x p o r t s ,  and t h e i r  s h a r e  i n  t o t a l  e x p o r t s  f e l l  from 4 2  p e r  cen t  i n  1976 
t o  35 p e r  c e n t  i n  1980. The s t a g n a t i o n  i n  r e - e x p o r t s  i s  l a r g e l y  a t t r i b u t a b l e  
t o  t h e  d i v e r s i o n  of  a good p a r t  o f  t h e  growing t r a n s i t  t r a d e  of  t h e  arca t o  
o t h e r  p o r t s  i n  ne ighbor ing  c o u n t r i e s  as a r e s u l t  o f  t h e  e a s i n g  o f  c o n g e s t i o n  
i n  t h e s e  p o r t s  and t h e  improvement i n  t h e i r  f a c i l i t i e s .  

Domestic e x p o r t s  have come t o  be  dominated by f i s h  e x p o r t s  as a r e s u l t  
o f  t h e  development o f  t h e  f i s h e r i e s  s e c t o r  i n  t h e  e a r l y  1970s.  Fol lowing 
an  i n c r e a s e  of 46 per  c e n t  i n  1977, f i s h  e x p o r t s  d e c l i n e d  by 64 pe r  c e n t  
i n  1978 owing t o  a d e c r e a s e  i n  t h e  f i s h  c a t c h  caused  by e x c e p t i o n a l l y  low 
t empera tu res  i n  t h e  b r e e d i n g  season (Appendix T a b l e  3 6 ) .  
p a r t i a l  r ecove ry  of  f i s h  e x p o r t s  w i t h  en i n c r e a s e  of 6 1  p e r  cen t  i n  1979, 
and a f u r t h e r  expans ion  of  87 pe r  c e n t  b rough t  the v a l u e  of  f i s h  e x p o r t s  
t o  a new peak i n  1980. Cot ton  e x p o r t s ,  which have been t r a d i t i o n a l l y  
impor tan t  i n  t h e  e x p o r t s  o f  t h e  P .D.R.  o f  Yemen and which now c o n s t i t u t e  
t h e  second l a r g e s t  component, have had an  uneven performance d u r i n g  1976-80. 
While p a r t  of  t h e  a c r e a g e  under c o t t o n  c u l t i v a t i o n  h a s  been s e t  a s i d e  i n  
r e c e n t  y e a r s  f o r  l and  r e c l a m a t i o n  p r o j e c t s ,  t h e  a c t u a l  a r e a  c u l t i v a t e d  was 
f u r t h e r  a f f e c t e d  a d v e r s e l y  by poor  r a i n f a l l  i n  1977 and 1979. Improved 
weather  c o n d i t i o n s  l e d  t o  a t h r e e f o l d  r i s e  i n  c o t t o n  e x p o r t s  i n  1980, 
a lmost  e n t i r e l y  r e f l e c t i n g  a n  i n c r e a s e  i n  volume. O the r  t r a d i t i o n a l  
e x p o r t s  of a p p r e c i a b l e  magnitude a r e  c o f f e e ,  h i d e s  and s k i n s ,  and s a l t .  

There  was a 
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These e x p o r t s ,  however, have been r e l a t i v e l y  s t a g n a n t  i n  r e c e n t  y e a r s .  
P.D.R. of Yemen h a s  a l s o  developed a smal l  e x p o r t  t r a d e  i n  manufac tured ,con-  
sumer goods such a s  textiles, clothing, and plastic goods; t h e  t o t a l  va lue  
of  such e x p o r t s  r o s e  from YD 109,000 i n  1976 t o  YD 640,000 i n  1980. 

me 

Table  14. P.D.R. of Yemen: Summary Balance o f  Payments,  1976-80 

( I n  m i l l i o n s  of SDRS) 

Pre  1 i m .  
1976 1977 1978 1979 19 80 

Goods, s e r v i c e s ,  and 

Expor ts  ( f .  0. b.  ) 
Imports ( c . i . f . 1  
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 )  

p r i v a t e  t r a n s  f e r s  

Misce l laneous  c a p i t a l  and 
errors  and omiss ions  

P r i v a t e  long-term c a p i t a l  
P r i v a t e  s h o r t - t e r m  c a p i t a l  
N e t  e r r o r s  and omiss ions  

O f f i c i a l  l o a n s  and g r a n t s  
O f f i c i a l  g r a n t s  r e c e i v e d  
Drawings on  l o a n s  r e c e i v e d  
Repayment of l o a n s  
T r u s t  Fund l o a n s  
Drawings from AMF 

O v e r a l l  b a l a n c e  

A l l o c a t i o n  of  SDRs 

Counterpart to v a l u a t i o n  
changes 

Monetary movements 1/ 
Monetary au t h o r i  tyc s 
Use of TMF c r e d i t  
Deposi t  money bank 

-83.5 
38.4 

-247.8 
22.6 

103.3 

- 

-17.8 

-112.5 
40.2 

-327.5 
14 .6  

160.4 

37.6 
-- 
-- 

-17.8 

90.2 
4 0 . 1  
51.4 
-1.3 

- 

-- 
-- 

-11.1 

-- - 

0 . 3  

10.8 
-24.9 

13.2 
22.5 

- 

-- 
-- 

37.6 

107.6 
47.6 
58 .O 
-1.2 

3.2 
-- 

32.9 

-- - 

1 . 7  

-34.6 
-11.4 

-23.2 

- 

-- 

-67.1 
31.4 

-325.9 
21.6 

205.8 

- 

28.7 - -- 
-- 

28.7 

105.4 
30.5 
6 6 . 1  
-0.9 

9 .7  

- 

-- 

67 .O 

-- 

-41.8 
30 .O 

-333.2 
18.7 

242.7 

- 

23.8 - -- 
-- 

23.8 

67.5 
18.4 
44.6 
-3.6 
8.1 

- 

-- 

49.5 

4.5 

- 

10.2 

-77.2 
-61.7 

-5 .O 
-10.5 

- 4.0  

-58.0 
-15.5 
-13.7 
-28.8 

- 

- 

-168.7 
45.8 

-514.8 
32.5 

267.8 

93.4 

31.1 
62.3 

129.4 
63.6 
65.6 
-7.1 

7.3 

- -- 

-- 

54.1 

3.8 

- 
- 

-8.7 

-49.2 
-25.8 

-8.4 
-15.1 

- 
- 

Source: Appendix T a b l e  35.  

1 /  ~ n c r e a s e  i n  a s s e t s  (-1. 
e 
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The p a t t e r n  of  t h e  d i r e c t i o n  of  e x p o r t s  shows few changes ove r  t h e  
f ive -yea r  p e r i o d  1976-80. Japan remains t h e  l a r g e s t  s i n g l e  cus tomer ,  
a c c o u n t i n g  f o r  45 p e r  cen t  o f  t h e  P.D.R. of  Yemen's e x p o r t s  i n  1980 
(Appendix T a b l e  3 7 ) .  I t a l y  and t h e  Peop le ' s  Republ ic  o f  China each  
account  for 10 per  c e n t  and Singapore  f o r  8 pc r  cen t  of t o t a l  e x p o r t s .  
Among Arab c o u n t r i e s  , t h e  Yemen Arab Republic,  'and' Saudi Arabia  have 
become c o n s i d e r a b l y  important  buye r s  of  t h e  P.D.R. of  Yemen's e x p o r t s  
i n  r e c e n t  y e a r s .  

b .  Impor ts  

A l l  i m p o r t s  i n t o  t h e  P . D . R .  of Yemen a r e  c o n t r o l l e d  through an annua l  
f o r e i g n  exchange budget.  Between 1976 and 1980 t o t a l  import  v a l u e  r eco rded  
a twofold  i n c r e a s e  which occurred  almost  e n t i r e l y  i n  1977 and 1980. I n  t h e  
i n t e r v e n i n g  y e a r s ,  imports  s t a g n a t e d  p r i n c i p a l l y  because o f  t h e  d e c e l e r a t i o n  
o f  t h e  development e f f o r t ,  a l though a d e c l i n e  i n  food impor ts  i n  1979 w a s  
a l s o  a c o n t r i b u t o r y  f a c t o r .  The slowdown i n  development a c t i v i t y  i n  1978-79 
caused t h e  v a l u e  of imports  o f  machinery and equipment t o  be ,  on a v e r a g e ,  
26 pe r  c e n t  lower than  the  1977 l e v e l  (Appendix Table  38) .  With t h e  p i ckup  
of development expend i tu re  i n  1980, t h e s e  impor t s  r o s e  by 42 p e r  c e n t  i n  
t h a t  year .  Food imports  i nc reased  by 62 p e r  c e n t  i n  1980, c h i e f l y  due t o  
a r i s e  i n  import  volume n e c e s s i t a t e d  by t h e  need t o  r e p l e n i s h  s t o c k s .  

I n d u s t r i a l  c o u n t r i e s  remain t h e  major s u p p l i e r s  of t h e  P.D.R. o f  Yemen, 
accoun t ing  f o r  about 50 pe r  cen t  of  t o t a l  impor t s  i n  1976-80 (Appendix 
Tab le  39 ) .  Japan  was t h e  s i n g l e  most impor tan t  s u p p l i e r  i n  1980, p r o v i d i n g  
26 p e r  c e n t  of  t o t a l  impor ts ,  fo l lowed by t h e  Uni ted  Kingdom ( 1 1  p e r  c e n t ) ,  
A u s t r a l i a  ( 1 0  pe r  c e n t ) ,  and France  ( 8  pe r  c e n t ) .  Among t h e  s o c i a l i s t  
c o u n t r i e s ,  t h e  P e o p l e ' s  Republ ic  o f  China and t h e  U.S.S.R. a r e  t h e  l a r g e s t  
s u p p l i e r s ,  wh i l e  among o the r  c o u n t r i e s  t h e  Yemen Arab Repub l i c ,  I n d i a ,  and 
Hong Kong a r e  a l s o  s u p p l i e r s  o f  c o n s i d e r a b l e  impor tance .  

c .  S e r v i c e s ,  t r a n s f e r s ,  and nonmonetary c a p i t a l  

The n e t  s e r v i z e s  account has  shown a p o s i t i v e ,  though small ,  b a l a n c e  
i n  r e c e n t  y e a r s ;  i n  1980 t h e  s u r p l u s  was SDR 32.5  m i l l i o n .  The p r i n c i p a l  
c r e d i t  i t e m s  a r e  p o r t  ea rn ings  from s h i p p i n g  s e r v i c e s  and i n t e r e s t  income 
on t h e  f o r e i g n  a s s e t s  of  t he  banking system. Income from s h i p p i n g  s e r v i c e s  
h a s  been r i s i n g  s t e a d i l y  s i n c e  t h e  r eopen ing  o f  t h e  Suez Canal due t o  t h e  
i n c r e a s e  i n  t r a f f i c  and ,  i n  sume  y e a r s ,  t o  t h e  i n c r e a s e  i n  t h e  t a r i f f  of 
cha rges .  I n t e r e s t  r e c e i p t s  ro se  s lowly  i n  1977 and 1978 bu t  i n c r e a s e d  
s h a r p l y  by 80 per  cen t  i n  1979 and by 96 p e r  c e n t  i n  1980 t o  a l e v e l  of  
SDR 22.9 m i l l i o n .  

P r i v a t e  t r a n s f e r s ,  c h i e f l y  r e m i t t a n c e s  of Yemenis working ab road ,  
c o n s t i t u t e  t h e  l a r g e s t  s i n g l e  suu rce  o f  f o r s i g n  exchange.  A f t e r  a b i g  su rge  
i n  1976, t h e  r a t e  of  i n c r e a s e  i n  r e m i t t a n c e s  h a s  d e c l i n e d  g r a d u a l l y  from 
5 5  per  cen t  i n  1977 t o  10 per  cen t  i n  1980. Thz c o n t i n u i n g  i n c r e a s e  i n  t h e  
f low o f  r e m i t t a n c e s  i s  a t t r i b u t e d  t o  t h e  r i s i n g  f l o w  of emig ran t s  a s  w e l l  
a s  t o  measures t aken  by the  a u t h o r i t i e s  t o  encourage  such r e m i t t a n c e s .  
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These me.asures 
o f  t h e  funds t 

i n c l u d e  a s s u r a n c e s  g iven  t o  emigrants  r e g a r d i n g  t h e  
a n s f e r r e d  t o  t h e  P.D.R. of Yemen and t h e  encouragem 

s a f e t y  
n t  o f  

p r i v a t e  hous ing  c o n s t r u c t i o n .  R e c e i p t s  of o f f i c i a l  g r a n t s  have  f l u c t u a t e d  
between a low of  SDR 18.4 m i l l i o n  i n  1979 and a h i g h  of  SDR 6 3 . 6  m i l l i o n  
i n  1980. The major p a r t  of  t h e s e  g r a n t s  was a s s o c i a t e d  w i t h  t h e  deve lop-  
ment budget .  

R e c e i p t s  of o f f i c i a l  p r o j e c t  l oans  averaged SDR 58.5 m i l l i o n  i n  
1976-78 but  dropped t o  SDR 4 4 . 6  m i l l i o n  i n  1979 wi th  t h e  d e c e l e r a t i o n  o f  
development e x p e n d i t u r e s .  I n  1980, as development 2 x p e n d i t u r e s  i n c r e a s e d ,  
p r o j e c t  l o a n  drawings r o s e  t o  SDR 65.6 m i l l i o n .  Repayments of l o a n s  were 
ve ry  smal l  u n t i l  1979 when t h e  comple t ion  of t h e  g r a c e  p e r i o d  i n  t h e  
i n i t i a l  l o a n s  o b t a i n e d  f o r  f i n a n c i n g  t h e  development p l a n s  l c d  t o  a r i s e  
i n  repayments  t o  SDR 3 .6  m i l l i o n ;  i n  1980 they  r o s e  f u r t h e r  t o  S D R  7 . 1 '  
m i l l i o n .  The t o t a l  o u t s t a n d i n g  deb t  i s  e s t i m a t e d  a t  SDR 478  m i l l i o n  a t  
t h e  end of  1980 (Appendix T a b l e  4 0 ) .  Of t h i s  amount, SDR 366 m i l l i o n  
r e p r e s e n t s  l o a n s  from b i l a t e r a l  s o u r c e s ,  t h e  c h i e f  among them b e i n g  t h e  
U.S.S.R. (SDR 160 m i l l i o n )  and the. P e o p l e ' s  Republ ic  of China (SDR 94 
m i l l i o n ) .  Ou t s t and ing  l o a n s  from m u l t i l a t z r a l  s o u r c e s  amounted t o  
SDR 112 mi . l l i on ,  roughly  one h a l f  o f  which were- I D A  l o a n s .  According t u  
c a l c u l a t i o n s  made by t h e  World Bank, t h e  t 2 r m s  o f  t h e  l o a n s  have  been 
v e r y  f a v o r a b l e  i n  g e n e r a l :  an  average  i n t e r e s t  r a t e  of  abou t  2 p e r  c e n t ,  
m a t u r i t y  of approx ima te ly  24 y e a r s ,  and a g r a c e  p e r i o d  o f  5 y e a r s .  

d .  Monetary movements 

Almost t h e  e n t i r e  s t o c k  of o f f i c i a l  r e s e r v e s  i s  h e l d  by  the Bank o f  
Yemen, which m a i n t a i n s  a 50 p e r  c e n t  cover  a g a i n s t  c u r r e n c y  i n  c i r c u l a t i o n  
and i t s  s i g h t  l i a b i l i t i e s .  The N a t i o n a l  Bank of  Yemen i s  p e r m i t t e d  t o  
hold  f o r e i g n  a s s e t s  a s  working b a l a n c e s ;  i t s  f o r e i g n  l i a b i l i t i e s  c o n s i s t  
mainly of b a l a n c e s  due t o  banks abroad and f o r e i g n  c u r r e n c y  d e p o s i t s  of 
n o n r e s i d e n t s .  T o t a l  n e t  f o r e i g n  a s s e t s  of  t h e  banking  sys t em had f a l l e n  
t o  SDR 2 . 5  m i l l i o n  i n  1976 as  a r e s u l t  of  t h e  cumula t ive  d e f i c i t s  of  
s e v e r a l  y e a r s  (Tab le  1 5 ) .  The s u r p l u s e s  o f  t h e  f o u r  e n s u i n g  y e a r s  l e d  
t o  a r i s e  i n  n e t  f o r e i g n  a s s e t s  t o  SDR 221.4 m i l l i o n  a t  t h e  end of 1980, 
e q u i v a l e n t  t o  f i v e  months o f  impor ts  of t h a t  y e a r .  

3 .  Balance of  payments i n  1981 

I n d i c a t i o n s  a r e  t h a t  t h e  b a l a n c e  of payments o u t t u r n  f o r  1981 w i l l  
be un favorab le .  The main f a c t o r  behind  t h i s  r e v e r s a l  of t h e  t r e n d  of 
t h e  p rev ious  fou r  y e a r s  i s  an  expans ion  i n  impor t s  which i s  no t  matched 
by p r o j e c t e d  i n c r e a s e s  i n  workers '  r e m i t t a n c e s  and f o r e i g n  a i d  r e c e i p t s .  
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n e  v a l u e  of impor ts  i s  expec ted  t o  r i s e  but a t  a s lower  r a t e  t h a n  
i n  1980,  ma in ly  because  of  a p r o j e c t e d  a p p r e c i a b l e  i n c r e a s e  i n  i m p o r t s  

' 

of c a p i t a l  goods and pe t ro l eum p r o d u c t s ;  i n  t h e  c a s e  o f  consumer goods ,  
i n  view of  t h e  s u b s t a n t i a l '  i n c r e a s e  i n  t h e  p rev ious  y e a r ,  t h e  i n c r e a s e  
i n  1981 i s  expec ted  t o  be  r e l a t i v e l y  sma l l .  O v e r a l l  e x p o r t  r e c e i p t s  are  
expec ted  t o  r i s e  somewhat, a lmost  e n t i r e l y  on account  of  c o t t o n  e x p o r t s :  
f i s h  e x p o r t s  a r e  e s t i m a t e d  t o  be lower t h a n  i n  1980 owing t o  a d e c l i n e  i n  
t h e  c a t c h  of e x p o r t a b l e  s p e c i e s .  Net s e r v i c e  r e c e i p t s  a r e  expec ted  t o  be 
somewhat lower  than  i n  t h e  p r e v i o u s  y e a r  because of  i n c r e a s e d  payments o f  
i n t e r e s t  on f o r e i g n  d e b t ,  coupled  wi th  a s t a g n a n t  l e v e l  o f  i n t e re s t  
r e c e i p t s  on i n t e r n a t i o n a l  r e s e r v e s .  Rece ip t s  o f  workers '  r e m i t t a n c e s ,  
however,  are  expec ted  t o  c o n t i n u e  t o  r i s e  i n  1981. The d e f i c i t  o'n goods,  
s e r v i c e s ,  and  p r i v a t e  t r a n s f e r s  i s  expec ted  t o  be l a r g e r  t h a n  i n  1980. 
The major  p a r t  of t h e  f i n a n c i n g  o f  t h i s  d e f i c i t  would be  i n  t h e  form o f  
f o r e i g n  l o a n s  and g r a n t s .  I n  t h e  f i r s t  h a l f  o f  t h e  yea r  t h e  P .D.R.  of 
Yemen o b t a i n e d  SDR 2 3 . 4  m i l l i o n  as  loans  from t h e  Arab Monetary Fund 
under t h e  au tomat i c  and o r d i n a r y  l o a n  f a c i l i t i e s .  D e s p i t e  these drawings  
a drawdown o f  r e s e r v e s  i s  expec ted  f o r  t h e  y e a r  a s  a whole.  

V .  Exchange and Trade System 

1. Payments system 

a .  Exchange r a t e  

The cu r rency  of t h e  P.D.R. of Yemen is t h e  Yemeni d i n a r ,  which i s  
pegged t o  t h e  U.S. d o l l a r ,  t h e  i n t e r v e n t i o n  c u r r e n c y ,  a t  Y D  1 = US$2.89524. 
Buying and s e l l i n g  r a t e s  f o r  major  c u r r e n c i e s  are o f f i c i a l l y  quoted  by t h e  
N a t i o n a l  Bank o f  Yemen, based  on the buying and s e l l i n g  r a t e s  f o r  t h e  U.S. 
d o l l a r  i n  marke ts  abroad .  From J u n e  1 ,  1980 t h e  N a t i o n a l  Bank o f  Yemen 
began t o  quo te  r a t e s  f o r  t r a v e l e r s '  checks and banknotes  d i f f e r e n t  from 
t h o s e  f o r  t e l e g r a p h i c  t r a n s f e r s .  On August 31, 1981 buy ing  and s e l l i n g  
r a t e s  f o r  t h e  U.S. d o l l a r  f o r  t e l e g r a p h i c  t r a n s f e r s  were YD 0.343 and 
YD 0.350 p e r  U.S. d o l l a r ,  r e s p e c t i v e l y .  There a r e  no taxes  o r  s u b s i d i e s  
o n  purchases  o r  s a l e s  o f  f o r e i g n  exchange.  

Trade-weighted e f f e c t i v e  exchange r a t e s  f o r  t h e  Yemeni d i n a r  have 
remained w i t h i n  a narrow range  s i n c e  t h e  b e g i n n i n g  o f  1978 th rough  1980 
but  have a p p r e c i a t e d  s ince  then :  expor t -weighted  r a t e s  i n d i c a t e d  an  
a p p r e c i a t i o n  of  1 3  pe r  c e n t  d u r i n g  January-August 1981, and import-  
weighted r a t e s  showed an  a p p r e c i a t i o n  d u r i n g  t h e  same p e r i o d  o f  17 p e r  
c e n t .  

b .  Admin i s t r a t ion  of  exchange c o n t r o l s  

Beginning December 4 ,  1967 a l l  payments and t r a n s f e r s  t o  n o n r e s i d e n t s  
were made s u b j e c t  t o  p r i o r  approva i  o f  t h e  D i r e c t o r  o f  Exchange C o n t r o l .  
Sevz ra l  r e g u l a t i o n s  and ad hoc d e c i s i o n s  were i s s u e d ,  modi fy ing  t h e  pre-  
independencs s y s t e m  and imposing a d d i t i o n a l  c o n t r o l s  on payments f o r  
i n v i s i b l e s ,  s u r r e n d e r  o f  e x p o r t  p r o c e e d s ,  r e c e i p t s  from i n v i s i b l e s ,  and 
c a p i t a l  movements. T h e s e  r e g u l a t i o n s  were s u b s e q u e n t l y  i n c o r p o r a t e d  i n  
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the  Exchange Con t ro l  Law (Law No. 16  o f  1971, which came i n t o  e f f e c t  on 
A p r i l  21 ,  1971)  and i n  t h e  Exchange Cont ro l  Manual i s sued  by t h e  Exchange 
C o n t r o l  Committee c r e a t e d  under t h e  Law. 

The a d m i n i s t r a t i o n  of exchange c o n t r o l s  i s  c a r r i e d  o u t  by t h e  Genera l  
Department f o r  Exchange Cont ro l  of  t h e  Bank o f  Yemen through t h e  Fore ign  
Exchange C o m m i t t e e  ( h e r e i n a f t e r  r e f e r r e d  t o  as t h e  Committee),  which h a s  
d e l e g a t e d  c e r t a i n  powers t o  t h e  D i r e c t o r  of  Exchange C o n t r o l ,  a member of  
t h e  Committee. Exchange t r a n s a c t i o n s  m u s t  be  c a r r i e d  o u t  through t h e  
N a t i o n a l  Bank of Yemen, the  on ly  a u t h o r i z e d  bank d e a l i n g  i n  p r e s c r i b e d  
c u r r e n c i e s .  L/ 

O t h e r  d e a l e r s  i n  f o r e i g n  exchange, who may d e a l  on ly  i n  t r a v e l e r s '  
checks  and banknotes ,  a r e  c l a s s i f i e d  i n t o  o r d i n a r y  money changers  and 
secondary  d e a l e r s .  Ordinary money change r s ,  whose p r i n c i p a l  b u s i n e s s  i s  
t o  s e l l  and  purchase  f o r e i g n  exchange f o r  t h e i r  own accoun t s  or f o r  t h e  
account  o f  t h e  N a t i o n a l  Sank, a r e  p e r m i t t e d  t o  d e a l  i n  c u r r e n c i e s  not  on 
t h e  p r e s c r i b e d  l i s t .  Secondary d e a l e r s ,  such  a s  h o t e l s ,  t r a v e l  bu reaus ,  
and r e t a i l  s t o r e s  s e l l i n g  t o u r i s t  goods,  are  p e r m i t t e d  t o  accep t  payment 
i n  f o r e i g n  exchange on ly  from t h e i r  cus tomers  and are  r e q u i r e d  t o  s u r r e n d e r  
t h e  r e c e i p t s  i n  f o r e i g n  exchange t o  t h e  N a t i o n a l  Bank no l a t e r  t h a n  t h e  
fo l lowing  b u s i n e s s  day. While t h e  a u t h o r i z e d  bank and money changers  a r e  
a l lowed t o  charge  a commission f o r  t h e  pu rchase  and s a l e  of  f o r e i g n  exchange 
as s p e c i f i e d  by t h e  Committee, secondary  d e a l e r s  may no t  do so. 

c .  Nonres ident  accounts  

Nonres iden t  accoun t s  may be h e l d  by pe r sons  not  r e s i d e n t  i n  t h e  c o u n t r y .  
The p r i n c i p a l  t ype  o f  nonres iden t  account  i s  t h e  e x t e r n a l  account  i n  Yemeni 
d i n a r s .  Sub jec t  t o  c e r t a i n  c o n d i t i o n s ,  Yemeni n a t i o n a l s  working abroad  may 
e s t a b l i s h  n o n r e s i d e n t  accounts  i n  f o r e i g n  c u r r e n c i e s ;  b a l a n c e s  i n  t h e s e  
accoun t s  e a r n  i n t e r e s t  and a r e  c o n v e r t i b l e  i n t o  f o r e i g n  cu r rency  on demand. 
Nonres ident  accoun t s  may be c r e d i t e d  wi th  proceeds  f r o m  c o n v e r t i b l e  f o r e i g n  
cu r rency  t r a n s f e r r e d  from abroad ,  w i t h  bank i n t e r e s t  payab le  on t h e s e  
accoun t s  and w i t h  b a l a n c e s  from o t h e r  e x t e r n a l  a c c o u n t s .  T r a n s f e r s  from 
abroad m u s t  be made i n  t h e  form o f  bank d r a f t s ;  t h e  accoun t s  may not  be 
c r e d i t e d  w i t h  payments i n  the  form o f  f o r e i g n  banknotes  ( u n l e s s  they  have 
been d e c l a r e d  t o  customs on e n t r y )  o r  w i t h  l o c a l l y  r a i s e d  or l o c a l l y  ea rned  
funds (except  i n  c e r t a i n  s p e c i f i e d  c a s e s ) .  The accoun t s  may be d e b i t e d  f o r  
any payments t o  r e s i d e n t s ,  f o r  t r a n s f e r s  t o  o t h e r  a c c o u n t s ,  and f o r  payments 
abroad i n  any c o n v e r t i b l e  cu r rency .  T r a n s f e r s  abroad from t h e  accoun t s  i n  
Yemeni d i n a r s  r e q u i r e  t h e  p r i o r  approva l  o f  t h e  Genera l  Department of  
Exchange Con t ro l .  The Committee may d i r e c t  any payment t o  a nonres iden t  t o  
a blocked accoun t .  Except f o r  i nves tmen t s  i n  s p e c i f i e d  s e c u r i t i e s ,  b a l a n c e s  
i n  blocked accoun t s  cannot  be used wi thou t  p r i o r  approval  by t h e  Committee. 

1 /  The l i s t  of  p r e s c r i b e d  c u r r e n c i e s ,  i n  which import payments m u s t  be 
maxe and expor t  p roceeds  r e c e i v e d ,  i s  s p e c i f i e d  by t h e  Exchange Con t ro l  
Committee from t ime t o  t ime.  The c u r r e n t  l i s t  compr i se s  Be lg ian  f r a n c s ,  
Canadian d o l l a r s ,  d e u t s c h e  mark, French f r a n c s ,  I t a l i a n  l i r e ,  J apanese  
yen,  Kuwaiti  d i n a r s ,  Ne the r l ands  g u i l d e r s ,  pounds s t e r l i n g ,  Saudi  Arabian 
r i y a l s ,  Swedish k r o n o r ,  Swiss f r a n c s ,  U . A . E .  d i rhams ,  and U.S.  d o l l a r s .  
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d .  Payments f o r  impor ts  and i n v i s i b l e s  

Payments f o r  impor ts  m u s t  be made i n  p r e s c r i b e d  c u r r e n c i e s  and r e q u i r e  
p r i o r  approva l  by t h e  Committee, excep t  t h a t  impor ts  a g a i n s t  l e t t e r s  of 
c r e d i t  o r  documents may be approved by t h e  au tho r i zed  bank. 

A l l  payments f o r  i n v i s i b l e s  r e q u i r e  p r i o r  approval  by t h e  Committee.  
Approval  i s  g e n e r a l l y  g r a n t e d ,  provided  t h a t  t h e  r e q u e s t  f o r  such  payments 
i s  c o n s i d e r e d  t o  r e p r e s e n t  genuine  c u r r e n t  payments and t h a t  t h e  a p p l i c a n t  
h a s  pa id  a l l  l o c a l  t a x e s .  Documentary ev idence  s p e c i f i e d  a c c o r d i n g  t o  t h e  
n a t u r e  of  t h e  c a s e  i s  r e q u i r e d .  The b a s i c  exchange a l lowance  f o r  t o u r i s t  
t r a v e l  p e r  person  p e r  t r i p  i s  t h e  e q u i v a l e n t  o f  Y D  1 2 5  (YD 62.5 for c h i l d r e n  
under t e n )  except  t h a t  f o r  t r a v e l  t o  K u w a i t ,  Oman, Saudi  A r a b i a ,  t h e  Yemen 
Arab Repub l i c ,  Somal ia ,  E t h i o p i a ,  D j i b o u t i ,  and t h e  G u l f  c o u n t r i e s ,  the '  
a l lowance  i s  YD 75. T r a v e l e r s  t o  t h e  Yemen Arab Republ ic  may a l t e r n a -  
t i v e l y  t ake  out  up t u  Y R l s  1 ,000 .  T r a v e l e r s  may t a k e  o u t  t h e  e q u i v a l e n t  
o f  YD 5 i n  domest ic  banknotes .  Allowances f o r  medica l  t r e a t m e n t  abroad 
a r e  normal ly  g r a n t e d  up t o  t h e  e q u i v a l e n t  of  YD 200 p e r  p e r s o n ,  w i t h  
h i g h e r  amounts t o  be  g r a n t e d  under  e x c e p t i o n a l  c i r cums tances .  Allowances 
f o r  o t h e r  t y p e s  of  t r a v e l  a r e  g r a n t e d  on t h e  mer i t s  of  each  case. Non- 
r e s i d e n t s  a re  al lowed t o  t a k e  o u t  f o r e i g n  exchange up t o  t h e  amounts 
d e c l a r e d  t o  customs upon e n t r y .  I n t e r e s t  due on e x t e r n a l  bor rowings  may 
a l s o  be  r e m i t t e d ,  p rovided  t h a t  a l l  d u t i e s ,  t a x e s ,  and o t h e r  government 
dues  a r e  p a i d .  Fo re ign  employees may t r a n s f e r  abroad between 50 p e r  c e n t  
and 100 per  cen t  of  t h e i r  t o t a l  e a r n i n g s  ( n e t  of t a x e s )  a c c o r d i n g  t o  the 
terms of t h e  c o n t r a c t .  P r o f i t  r e m i t t a n c e s  abroad by f o r e i g n  f i r m s  s h o u l d  
no t  normal ly  exceed 50 p e r  c e n t  o f  t h e  accrued  n e t  p r o f i t  i n  any one  y e a r .  
In su rance  i s  n a t i o n a l i z e d ,  w i t h  payment o f  premiums abroad  n o t  p e r m i t t e d .  

e.  Export  p roceeds  and r e c e i p t s  from i n v i s i b l e s  

Except f o r  e x p o r t s  t o  t h e  Yemen Arab Republ ic  and n e i g h b o r i n g  c o u n t r i e s  
a s  s p e c i f i e d  by t h e  Committee,  e x p o r t  p roceeds  must be  s u r r e n d e r e d  i n  pre-  
s c r i b e d  c u r r e n c i e s  w i t h i n  s i x  months a f t e r  t h e  shipment of  goods and be  
s o l d  t o  t h e  a u t h o r i z e d  bank upon r e c e i p t .  The proceeds  o f  e x p o r t s  o r  
r e -expor t s  t o  t h e  Yemen Arab Repub l i c  and o t h e r  ne ighbor ing  c o u n t r i e s  may 
be su r rende red  i n  t h e  n a t i o n a l  c u r r e n c i e s  of t h e s e  c o u n t r i e s  under  t h e  
c o n d i t i o n s  e s t a b l i s h e d  by t h e  Committee.  A l l  c l a i m s  of  r e s i d e n t s  f o r  
s e r v i c e s  rendered  t o  n o n r e s i d e n t s  must be c o l l e c t e d  i n  f o r e i g n  c u r r e n c i e s  
( o r  r ece ived  from a n  e x t e r n a l  accoun t )  when due and s u r r e n d e r e d  t o  t h e  
a u t h o r i z e d  bank, w i th  t h e  e x c e p t i o n  t h a t  Yemeni n a t i o n a l s  working ab road  
a r e  allowed t o  e s t a b l i s h  n o n r e s i d e n t  f o r e i g n  cu r rency  a c c o u n t s .  Impor t s  
o f  domestic cu r rency  by t r a v e l e r s  a r e  l i m i t e d  t o  Y D  5 p s r  p e r s o n ;  i m p o r t s  
i n  excess  of t h i s  amount a r e  l i a b l e  t o  a t a x  o f  50 p e r  s e n t .  T o u r i s t s  a r e  
r e q u i r e d  t o  spend i n  f o r e i g n  exchange a minimum e q u i v a l e n t  t o  Y D  50 p e r  
month o r  USS10 p e r  day i f  t h e i r  s t a y  i s  less  t h a n  a month.  
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2.  T rade  system 

Most impor t s  and e x p o r t s  are s u b j e c t  t o  i n d i v i d u a l  l i c e n s i n g .  1 /  
Exempt f rom l i c e n s i n g  are imports  of  Yemen Arab Republ ic  o r i g i n .  
r e s t r i c t i v e  o r d e r s  may,be  i s s u e d  from t i m e  t o  t i m e  t o  p r e v e n t  o v e r s t o c k i n g  
of  some commodit ies  o r  t o  encourage t h e  s a l e  o f  l o c a l l y  manufactured s u b s t i -  
t u t e s .  Bo th  impor t e r s  and e x p o r t e r s  must r e g i s t e r  w i t h  t h e  Trade R e g i s t r a r  
i n  t h e  M i n i s t r y  o f  Trade and Supply; t h e  r e g i s t r a t i o n  must be renewed each 
y e a r .  
r e s t r i c t e d  t o  t h e  Yemeni n a t i o n a l s  as o f  A p r i l  1, 1970. 

Temporary 

Under  Law No. 37 o f  1969, commercial a g e n t s  f o r  f o r e i g n  f i r m s  were 

The M i n i s t r y  o f  Trade and Supply,  which was e s t a b l i s h e d  i n  1975, 
assumes f u l l  r e s p o n s i b l i t y  f o r  t h e  a d m i n i s t r a t i o n  of  f o r e i g n  t r a d e  as con- 
t a i n e d  i n  Law N o .  21 of  1971 and domest ic  d i s t r i b u t i o n  o f  imported goods. 
The management of  f o r e i g n  t r a d e  i s  e f f e c t e d  a s  fo l lows :  t h e  Committee, 
c h a i r e d  by t h e  Deputy Governor of  t h e  Bank of  Yemen, f o r m u l a t e s  an exchange 
budget a n n u a l l y  on t h e  b a s i s  of  expec ted  f o r e i g n  exchange e a r n i n g s  on 
e x p o r t s ,  i n v i s i b l e s ,  l o a n s ,  and g r a n t s .  A t  t h e  same t i m e ,  t h e  M i n i s t r y  of  
Trade  and Supply  fo rmula t e s  an  import  program a n n u a l l y ,  t a k i n g  i n t o  account  
v a r i o u s  needs  f o r  development,  consumption, e t c .  T h i s  import  program 
e s t a b l i s h e s  q u o t a s  f o r  v a r i o u s  groups o f  import  commodities on t h e  b a s i s  
of t h e i r  r e l a t i v e  importance.  The M i n i s t r y  o f  Trade  and Supply then  
issues impor t  l i c e n s e s  t o  i n d i v i d u a l  impor t e r s  (mos t ly  s t a t e  agenc ie s )  
t o  e n s u r e  a l l o c a t i o n  of  f o r e i g n  exchange c o n s i s t e n t  w i t h  t h e  o b j e c t i v e  
of t h e  impor t  program. Both t h e  exchange budget and t h e  import  program 
a r e  s u b j e c t  t o  q u a r t e r l y  rev iew and implemented f l e x i b l y  i n  view o f  
changes i n  t h e  s i z e  of exchange r e c e i p t s ,  import  needs ,  e t c .  The Deputy 
Governor and s e n i o r  o f f i c i a l s  of  t h e  M i n i s t r y  of Trade and Supply s t a y  
i n  touch  w i t h  e a c h  o t h e r  i n  o r d e r  t o  c o o r d i n a t e  t h e  f o r e i g n  exchange 
budget and the  import  program. 

Most of t h e  import  t r ade  and t h e  domest ic  d i s t r i b u t i o n  of imported 
commodities a r e  hand led  by t h e  p u b l i c  s e c t o r .  The two p u b l i c  corpora-  
t i o n s  t h a t  assume r e s p o n s i b i l i t y  f o r  import  t r a d e  are (a) t h e  Na t iona l  
Company f o r  F o r e i g n  Trade ,  which h a s  a monopoly ove r  impor t s  of  a l l  
consumer goods,  i n c l u d i n g  f o o d s t u f f s ,  au tomobi l e s ,  and o t h e r  g e n e r a l  
government r e q u i r e m e n t s ,  and ( b )  t h e  N a t i o n a l  Company of  Drugs,  which 
is r e s p o n s i b l e  f o r  medica l  s u p p l i e s  and h o s p i t a l  equipment .  Apart from 
t h o s e  two o r g a n i z a t i o n s ,  c e r t a i n  a g r i c u l t u r a l  c o o p e r a t i v e  unions .  are  
au tho r i zed  t o  import  a g r i c u l t u r a l  i n p u t s  and f r u i t s .  The p u b l i c  corpo- 
r a t i o n  t h a t  assumes r e s p o n s i b i l i t y  f o r  t h e  domes t i c  a l l o c a t i o n  and 
d i s t r i b u t i o n  of  t h e  commodities imported by t h e  above two companies i s  
t h e  Na t iona l  Company f o r  Home Trade.  

- 1/  Export  l i c e n s i n g  i s  ma in ta ined  p a r t l y  f o r  s t a t i s t i c a l  purposes .  
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P r i v a t e  s e c t o r  impor ts  a r e  f inanced  under t h e  "own exchange" import  
scheme, Under t h i s  scheme., Yemeni n a t i o n a l s  are al lowed t o  import  c e r t a i n  
goods as  long  as t h e y  a re  f inanced  by t h e i r  own f o r e i g n  exchange s o u r c e s .  
The most common procedure  under  t h i s  arrangement  i s  f o r  a Yemeni n a t i o n a l  
t o  have  someone abroad f i n a n c e  a s p e c i f i e d  import  t h a t  i s  c o n s i s t e n t  w i t h  
t h e  o v e r a l l  annual  import  program. Such impor ts  are s u b j e c t  t o  s p e c i a l  
h i g h  r a t e  t a x e s .  For  example,  au tomobi les  imported under  t h i s  scheme a r e  
s u b j e c t  t o  a t a x  o f  300 p e r  c e n t  i n  a d d i t i o n  t o  t h e  import  d u t y .  , Impor ts  
o f  f o o d s t u f f s ,  c l o t h e s ,  raw mater ia ls ,  and o t h e r  e s s e n t i a l  items are 
encouraged .  Fur thermore ,  u n l e s s  o b t a i n e d  f o r  pe r sona l  u s e ,  a l l  t h e  
impor t s  t h a t  a r e  s u b j e c t  t o  d i s t r i b u t i o n  by t h e  N a t i o n a l  Company f o r  
Home Trade  must be s o l d  t o  t h e  company a t  p rede termined  p r i c e s .  I n  
r e c e n t  y e a r s ,  however,  impor ts  under  t h i s  scheme were p r a c t i c a l l y  n i l .  ' 

Aden h a s  f ree  zones e s t a b l i s h e d  w i t h i n  t h e  p o r t .  T r a n s a c t i o n s  i n  
t h e  f r e e  zones are  no t  s u b j e c t  t o  impor t  t a r i f f  and a r e  g e n e r a l l y  exempt 
from exchange and t r a d e  c o n t r o l s ,  e x c e p t  t h a t  t h e  proceeds  of e x p o r t s  and 
r e - e x p o r t s  f i nanced  o r i g i n a l l y  by t h e  a u t h o r i z e d  bank a r e  s u b j e c t  t o  t h e  
s u r r e n d e r  requi rement  d i s c u s s e d  e a r l i e r .  I n  a l l  c a s e s ,  e x p o r t e r s  from t h e  
f r e e  zones are  r e q u i r e d  t o  unde r t ake  t o  r e p a t r i a t e  commissions,  p r o f i t s ,  
and o t h e r  expenses  r e l a t e d  t o  t h e  p r o c e s s i n g  o f  goods i n  t h e  zones  i.n 
c o n v e r t i b l e  c u r r e n c i e s  and s u r r e n d e r  them t o  t h e  a u t h o r i z e d  bank. Trans-  
a c t i o n s  between t h e  f r e e  zones and t h e  res t  o f  t h e  c o u n t r y  a r e  s u b j e c t  t o  
a l l  exchange and t r a d e  r e g u l a t i o n s  a p p l i c a b l e  t o  o r d i n a r y  impor ts  and 
e x p o r t s .  I n  1976 t h e  Government took  s t e p s  t o  promote re -expor t  t r a d e  
th rough  t h e  f r e e  zones ,  such as t h e  e x t e n s i o n  of  c r e d i t  f a c i l i t i e s  i n  
f o r e i g n  exchange f o r  a t  l e a s t  s i x  months t o  f i n a n c e  impor t s  and t h e i r  
s a l e  i n  t h e s e  a r e a s  f o r  r e - e x p o r t s .  Moreover,  f o r e i g n  f i r m s  a r e  now 
a l lowed t o  e s t a b l i s h  tax-exempt s a l e s  and p r o d u c t i o n  f a c i l i t i e s  i n  t h e  
f r e e  zones.  

Most of  t h e  i m p o r t s ,  o t h e r  t h a n  t h o s e  r e l a t e d  t o  t h e  f ree  zones ,  a r e  
s u b j e c t  t o  a comprehensive t a r i f f  s c h e d u l e ;  h i g h  ra tes  a r e  charged  on non- 
e s s e n t i a l  manufactured consumer goods wh i l e  l o w  r a t e s  a p p l y  t o  f o o d s t u f f s ,  
raw m a t e r i a l s ,  and equipment .  Some i m p o r t s  a r e  s u b j e c t  t o  s p e c i f i c  d u t i e s .  
T a r i f f  p o l i c y  i s  p r i m a r i l y  aimed a t  f i s c a l  o b j e c t i v e s  and not  i n t ended  f o r  
p r o t e c t i o n  of domest ic  i m p o r t - s u b s t i t u t i n g  a c t i v i t i e s .  

3 .  Trade and payments agreements  

There  a r e  no b i l a t e r a l  payments agreements .  The P.D.R. o f  Yemen h a s  
a number of t r a d e  agreements  c o n t a i n i n g  t h e  most - favored-na t ion  c l a u s e .  
I t  a l s o  ma in ta ins  economic and t e c h n i c a l  c o o p e r a t i o n  agreements  w i t h  
Egypt ,  I r a q ,  t h e  S o c i a l i s t  P e o p l e ' s  L ibyan  Arab J a m a h i r i y a ,  A l g e r i a ,  t h e  
P e o p l e ' s  Republ ic  of  China ,  t h e  U.S .S .R. ,  t h e  German Democrat ic  Repub l i c ,  
Hungary, Yugos lav ia ,  B u l g a r i a ,  and a few o t h e r  c o u n t r i e s .  These agree-  
ments  g e n e r a l l y  provide  f o r  l o a n s  o r  l i n e s  of  c r e d i t  t o  be  used by t h e  
P.D.R. of  Yemen and c o n d i t i o n s  o f  u t i l i z a t i o n  and t e r m s , o f  repayment;  
rcpayments a r e  s t i p u l a t e d  t o  be  made i n  c o n v e r t i b l e  c u r r e n c i e s .  
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4.  Changes s i n c e  t h e  l a s t  c o n s u l t a t i o n  

August 1 ,  1981. Non-nationals employed i n  t h e  p u b l i c  s e c t o r  i n  t h e  
P.D.R. o f  Yemen are  allowed t o  r emi t  t h e i r  e n t i r e  s a v i n g s  a t  t h e  t i m e  of 
d e p a r t u r e  at t h e  knd of  t h e i r  c o n t r a c t ;  former ly  they  were al lowed t o  
remit o n l y  up t o  YD 500 a t  t h e  t i m e  of  d e p a r t u r e  and t h e  remainder  a t  t h e  
r a t e  of  YD 100 p e r  month t h e r e a f t e r .  

August 1 ,  1981. Non-nationals r e s i d e n t  and doing  b u s i n e s s  i n  t h e  
P.D.R. of Yemen a r e  allowed t o  r emi t  abroad YD 50 pe r  month f o r  fami ly  
main tenance ;  former ly  they  were allowed t o  remit Y D  25. 

August 1, 1981. Cars imported wi th  own exchange ea rned  abroad ,  i n  
t h e  even t  t h e  impor te r  is unable  t o  pay t h e  import  d u t y ,  are  al lowed t o  
be r e -expor t ed  wi thout  an  unde r t ak ing  t o  s u r r e n d e r  t h e  e x p o r t  p roceeds ;  
former ly  such  an unde r t ak ing  was r e q u i r e d .  
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Taw 

\ 

. P . D . R .  of Yemen: Gross Domestic 
Product. at  Cur ren t  P r i c e s ,  1976-80 

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

~~~ 

1976 1977 1978 1979 1980 - 1/  

A g r i c u l t u r e  and f i s h e r i e s  24,532 25,437 19,670 23 ,435 25 ,600  

Mining and q u a r r y i n g  

Manu f a  c t u r  i ng 

E l e c t r i c i t y  and water  

Cons t ruc t  i o n  

Trade ,  h o t e l s ,  and 
r e s t au r an t  s 

T r a n s p o r t ,  s t o r a g e ,  and 
c Ommun i c  a t  i ons  

F inance ,  i n s u r a n c e ,  and 
r e a l  e s t a t e  

Bus iness  and pe r sona l  
s e r v i c e s  

Government s e r v i c e  s 

G r  os s dome s t i c  product  
a t  f a c t o r  c o s t  

Net i n d i r e c t  t a x e s  

GDP a t  market  p r i c e s  

17 7 3 39 29 7 290 
1 

1 
9 , 268 15,617 19,619 19 ,838  27 ,800 

2 , 004 2 , 738 3,102 3 ,191  

24 , 015 26  , 800 10 ,368  15 ,253  25,561 

22,953 27 ,539 24 ,290 30,587 32 , 200 

30 , 000 13,480 18 ,279  21 , 348 27 ,495 

3 ,871 4 , 6 3 0  4 ,768  6 , 5 7 0  7 , 900 

4 ,207 4 ,489 1 ,446 1 ,511  1,800 

21,472 25 ,660  30 ,979 39,357 4 4 , 5 0 0  

112,332 139 ,981  151,079 176 ,208  196 ,600  

15 ,299 20 ,198 25 ,114 29  , 887 36  , 800 

127,631 160,179 176,193 206,095 233,400 

Source :  Cen t ra l  S t a t i s t i c a l  O r g a n i z a t i o n .  

- 1/ P r e l i m i n a r y .  
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T a b l e , l 7 .  P.D.R. of Yemen: Output,  Acreage, 
and Yie ld  of Main Crops, 1976-80 

(Output i n  thousands of t o n s ;  
acreaee  i n  thousands of a c r e s )  

19 79 1980 - 1/ 1976 1 9 7 7  19 78  

Cot t o n  
Product  i o n  
Acreage I 

Y i e l d  

Product i o n  
Acreage 
Y i e l d  

Product i o n  
Acreage 
Yie ld  

Cere a 1 s 
Product i o n  
Acreage 
Y i e l d  

Product i o n  
Acreage 
Y i e l d  

Vegetables  
Product i o n  

Sesame 

Wheat 

Fodder 

Acreage 
Y i e l d  

Melons 
Product ion  
Acreage 
Yield 

Product ion  
Acreage 
Y i e l d  

Product ion 
Acre age 
Yield 

F r u i t s  

Dates 

9.3 
26.7 
0 .35  

1,. 9 
11.1 
0.17 

10.0 
15.2 
0.66 

18.1 
103.9 

0.17 

99.0 
23 .3  
4.25 

31.4 
8 . 6  

3 .65  

7.9 
2 .o 

3.95 

15.3 
2.9 

5.28 

13 .2  
7 .0  

1.89 

1.3 

4.9 
13.1 
0.37 

2.9 
20.0 
0.15 

8.6 
17.5 
0.52 

22.8 
127.6 
0 .18  

51.6 
23.9 
2.16 

30.3 
8 . 3  

3.65 

8.9 
2.7 

3.30 

12 -9 
2 . 6  

4 .96  

13.6 
6 . 0  

2.27 

1 .3  

10.4 
21.6 
0.48 

1.9 
1 2 . 1  
0.15 

6 . 8  
13.5 
0 .50  

18.1 
75.1 
0.24 

73.1 
11.3 
6.47 

33 .1  
8 .9  

3.72 

9 . 0  
3 .5  

2.57 

13 .2  
2 .5  

5.28 

15 .O  
7 .O 

2.14 

0.8 

6 . 6  
18.2 
0 .36  

1 . 7  
14.7 
0.12 

7.4 
13 .0  
0.57 

18.8 
64 .9  
0.29 

111.6 
21.7 
5.14 

41.5 
1 1 . 7  
3.55 

9 .0  
3 . 5  

2.57 

13.8 
2.6 

5.31 

15.0 
6 . 0  

2.50 

1 .o 

5.38 
1 7 . 9  
0.30 

1 . 5  
9.2 

0.16 

7.8 
13.0 
0.57 

19.9 
56.8 
0 .35  

134.7 
27.7 
4.86 

60.3 
15.9 

3.8 

9.7 
2.92 
3.32 

37.6 
2.15 
17.5 

8 . 0  
1 1 . 7  
0 .68 

1 . o  

Source: C e n t r a l  S t a t i s t i c a l  O r g a n i z a t i o n .  

- 11 p r e l i m i n a r y .  
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Tab le  18. P . D . R .  o f  Yemen: Farm-Gate P r i c e s  f o r  P r i n c i p a l  
A g r i c u l t u r a l  Product.s, 1978-81 

( P r i c e s  i n  Yemeni d i n a r s  Der t o n )  

Product  1978 1979 1980 1981 

Wheat 
D u r  a/dukhn (sorghum/mil l e t )  
Dura/rnaie 
Co t ton  ( l o n g - s t a p l e )  
Cot t o n  (medium-staple)  
Se s ame 
Tobacco 
Tomat o ( ave r  age ) 
Okra 
Eggplant  
Red onions  
P o t a t o e s  
Watermelon 
Sweet melon 
An ima 1 fodde r  
Bananas 
Palm d a t e s  

Beef 
Mutton ( s h e e p  and g o a t s )  
Chicken 
M i l k  ( l i t e r )  
Eggs ( u n i t )  

95 
70 
70 
-- 

175 
3 00 
58  
70 
25 
70 
80 
15 

65 
30 
75 

-- 

-- 
-- 
-- 
-- 
-- 

100 
70 
75 

155 

185 
300 

70 
73 
25 
9 5  
80 
20 
45 
65 
45 
75  

1 

-- 
-- 
-- 
-- 
-- 

170 
75 
75 

155 

500 
300 
80  

113 
50 

14 0 
150 

50  
85 
65 
55 
90 

1 

44 5 
570 
800 
100 

0.328-0.033 

175 
160 
115 
242 
2 04 
500 
300 
80 

113 
50 

140 
150 

50 
85 
65 
55 
90 

635 
7 50 
800 
160 

0.040 

~~ 

Source: M i n i s t r y  of  A g r i c u l t u r e .  
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Table 19. P.D.R. of Yemen: Wholesale P r i c e  Index 
for Aden, 1976-79 

(1969 = 100) 

APPEND I X 

R e l a t i v e  
Weights 1976 1977 1978 1979 

General  index  

F o o d s t u f f s  

Raw m a t e r i a l s  

I n d u s t r i a l  p roduc t s  

100.0 28 7 - 

48.5 279 

309 - - 306 308 - 

286 308 322 

13.1 166 255 196 21 8 

23.2 3 84 394 399 324 

Bui ld ing  m a t e r i a l s  5 .5  279 29 9 29 9 300 

Fue 1 9.7 265 265 244 3 14 

Source: C e n t r a l  S t a t i s t i c a l  Organ iza t ion .  
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T a b l e  23. P.D.R. of Yemen: Development Expend i tu re s ,  1979-80 

Targe t  's Ac t ua 1 s 
1979 I '  1980 1979 1980 

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

I n d u s t r y  

A g r i c u l t u r e ,  and f i s h e r i e s  

Communicat i o n s  and c o n s t r u c t  i on  

Geo log ica l  and minera l  surveys  

S o c i a l  s e r v i c e s  

Tot a1 

I n d u s t r y  

A g r i c u l t u r e  and f i s h e r i e s  

Communications and c o n s t r u c t  i o n  

Geologica l  and minera l  surveys  

S o c i a l  s e r v i c e s  

Tot a1 

12.73 

27.47 

21.44 

4.29 

14.81 

80.74 

15.8 

34 .O 

26.6 

5 . 3  

18.3 

100.0 

19.86 4.51 

27.46 17.99 

17.79 15 .73  

4 .90  2 .78  

' 21.06 10 .95  

91.07 51 .96  

( I n  per  c e n t )  

21.8 8 . 7  

30.2 34.6 

19 .5  30.3 

5 .4  5 . 4  

23.1 21.1 

100.0 100.0 

18 .27  

1 7 . 2 1  

16 .90  

4.30 

17 .54  

74.22 

24 .6  

23.2 

22 .8  

5.8 

23.6 

100.0 

Source:  M i n i s t r y  of P lann ing .  
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T a b l e  24. P . D . R .  of Yemen: Sources  o f  F inancing  of  
Deve 1 opme n t E xpendi t ur  e s , 1 9 7 9 -80 

T a r g e t s  
1979 1980 

Actuals  
19 79 1980 

Deve 1 opment Fund 
Banking s y s  t e m  
S e l f - f i n a n c i n g  by f i r u s  

and c o r p o r a t i o n s  
Fore ign  p r o j e c t  l o a n s  

Tot a1 

Development Fund 
Banking systenl 
S e l f - f i n a n c i n g  by f i r m s  

For e i gn pro  je  c t 1 o ans  
and corpora t . ions  

Tot a1 

35.95 
7.30 

4 .96  
32.54 

80.75 

44.5 
9.0 

6 . 1  
4 0 . 3  

100 .o 

~~~ ~~~ 

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

28.91 24.77 
10.58 5.66 

5 .54  1 . 6 0  
46.04 19 .93  

91.07 51.96 

( I n  Der cen t  ) 

31.7 47.7 
11 .6  10.9 

6 . 1  3 . 1  
50.6 38.4 

100 .0  100.0 

32 .84  
8 .04  

5 .25  
28.09 

74.22 

44 .2  
10.8 

7 . 1  
37.9 

100.0 

Source :  M i n i s t r y  o f  P lanning .  
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Tab le  25. P . D . R .  of  Yemen: C e n t r a l  Government Un i f i ed  
Budgetary Expend i tu re ,  1981 

( I n  thousands  o f  Yemeni d i n a r s )  
I 

Budget Es t ima tes  
Curren t  Development Tot a1 

By a d m i n i n s t r a t i v e  and 
f unct i o n a l  ca tegory  : 

Genera l  a d m i n i s t r a t  i on  
Genera l  a d m i n i s t r a t i o n  
F inance  and economy 
O t h e r  

Defense and s e c u r i t y  
Educa t ion  and guidance 
Hea l th  
S o c i a l  s e r v i c e s  

Pens ions  
Community services 

Local  townships  
Hou s ing 
Economic s e r v i c e s  

P u b l i c  works and communications 
A g r i c u l t u r e  
F i s h e r i e s  

O the r  u n a l l o c a b l e :  debt  s e r v i c e  

By econanic  c l a s s i f i c a t i o n :  

Wages and s a l a r i e s  
M a t e r i a l s  and s u p p l i e s  
Trans f e r  payments 
Repayment of p u b l i c  deb t - -p r inc ipa l  

Current  expend i tu re  

Deve 1 opme nt expend i t ur  e 

116 , 826 
28,675 
(3 ,300)  

(22,270)  
( 3  , 105) 
46,736 
19 , 958 
6,102 
1 ,826  

(1 ,826)  
2 ,090 

( 2 , 090 

5,367 
(2 ,533)  
(2 ,160)  

(674)  
6 , 072 

-- 

99,326 - 1/ 
2 7  , 923 

(-1 
(27 ,643)  

(280)  -- 
9,715 
2,806 -- 

(--I 
15,658 

(716)  
(14 ,942)  
4 3  , 224 

(18,157)  
(15 , 664)  

(9 ,403)  
-- 

216,152 
56 ,598  
(3 ,300)  

(49,9 13)  
(3 ,385)  
46 , 736 
29,673 
8 , 908 
1 ,826  

(1 ,826)  
17 , 748 
(2 ,806)  

(14 ,942)  
48,591 

(20,690) 
(17,824)  
(10,077)  

6 ,072 

216 , 152 
116,826 
(56,080)  
(42 , 874) 
(12 ,872)  
( 5 , 000) 
96,326 

Source:  M i n i s t r y  o f  F inance .  

1/ T h i s  t o t a l  d i f f e r s  from t h e  t o t a l  e x p e n d i t u r e  i n  t h e  development 
budget (Table 10) a s  t h e  o f f i c i a l  budget exc ludes  t h a t  p o r t i o n  f inanced  
by t h e  banking system (YD 7 .09  m i l l i o n )  and s e l f - f i n a n c e d  by f i rms  and 
c o r p o r a t i o n s  (YD 7.66 m i l l i o n ) .  
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T a b l e  26. P.D.R. of Yemen: Mar ty r s '  Fund, 1977-81  

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

Bud ge t 
Ac t ua 1 s Estimate 

1980 1/ 1981 - 1977 1978 1979 

Expe n d i  t u r  e 
P e r s o n a l  
Admi  n i s t r a t  ive  
T r a n s f e r  

Revenue 
C o n t r i b u t i o n  from 

employees 
T a x  revenue  
Government subsidy 

260.0 3 2 3 . 2  542.1 668.3 a 

-- 0.2  1 . 5  4 . 2  
38.9 38.9 50 .3  64.5 

2 2 1 . 1  284.1 490.2 599.6 

260.1 323 .2  542.1 668.3 

88 .1  119.8 123 .O 121.5 
85.9 21.4 89.4 91.0 
86 .1  182 .O 329.7 455.8 

668 .3  
4.2  

64.5 
599.6 

668.3 

121.5 
91  .o 

455.8 

Source :  M i n i s t r y  of F inance  

1/ P r o v i s i o n a l .  - 
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Table 28. P.O.R. of  Yemen: Summary of Tax System, SepCember 1981 

(All amounts in local currenty units) 

APPmIx 

~ ~~ 

iX Nature of Tax Exemptions and Deductions Rates 

. Central Government 

1. Taxes on income and profits 

1.1 Taxes on compsnies. cor- 
porations, and enterprises 

1.11 Taxes on incoffie and 
profits ( L a w  NO. E 
of 1961, amended by 
~ a w  No. 22 of 1968. 
Laws No. 11 and 35 
of 1969, Lav No. 52 
oi 1971, and Law No. 
5 of 1980. 

1.2 Taxes on individuals 

1.21 Individual income 
tax ( L a w  No. 8 of 
1961, amended by 
L a w  No. 22 of 1968, 
Laws No. 11 and 35 
of 1969, L a w  No. 
52 of 1971. and 
L a w  No. 5 of 1980. 

1.22 Tax on wages 
and salariee 

Tax on the net profirs of all companies 
including private companies, narlonal- 
ired companies, and public enterprises. 
The net profits for the year are 
assessed at the beginning of the year 
and the tax is paid in advance in 
quarterly installments. A financial 
review is undertaken at the end of the 
year and an adjustment in the amount of 
tax paid is made. 

Annual tax on the net income of indi- 
viduals who conduct their OM private 
busineases. 

Annual tax on the salaried employees 
in the private and public sectors. 
This tax is applied in two stages: 
(1) a Special Tax ( L a w  No. 10 of 1968) 
is vithheld from the salaries of all 
employees except those of the Central 
Government; ( 2 )  the Defense Tax (Law 
No. 45 of 1972) I s  withheld f r a  
salaries of all employees: ( 3 )  any 
balance remaining after subtracting 
the amount of Special Tax and 
Defense Tax paid and other aeauc- 
tions is subject t o  the Individual 
income tax (1.21 above). 

Companies that qualify under the 
Encouragement of Investment Law 
No. 23 of 1971 can be exempt from 
the tax for three to eight years. 

Deductions: YD 300 for 
person and YD 175 for a 
peram; YD 120 for each 
up to s maximum of six; 
a maximum of YD 200 for 

a married 
single 
dependent 
and up to 
Dension 

and insurance contributions. 

The Special Tax doea not apply 
to employees of the Central 
Government. t o  salaries below 
YO 282 per year, or t o  non- 
Yemenia. 

Deductions for computing indi- 
vidual tax: YD 600 for a married 
peraon; YD 420 for a single per- 
son; YD 120 for each dependent; 
and insurance 2nd educational 
expenses. 

37.5 per cent on net 
profits. 

A. Usse and salary incov 

(-1 (In per cent) 

First 2 0 0  

Next LOO 
Next 000 
N u t  400 
N u t  400 
Next 1,000 
N u t  1,000 
Next 1.500 
Next 1.500 
Next 2.000 
On any addi- 

tiorul 
.IY)Unt. 

N8Xt 200 

8 .  Other income 

2.5 
5.0 
7.5 
10.0 
12.0 
14.0 
15.0 
16.0 
17.0 
18.0 
19.0 

25.0 

(In) (In per cent) 
First 200 
Next 200 

Next 600 
N u t  LOO 
N u t  400 
Next SO0 
Next 500 
Naxt 1.000 
Next 2,000 
Next 2 . 0 0 0  
N u t  Z.Oo0 
On any addi- 

tional 

N8xt 400 

(LOOUIltS 

Special T u  
of 1968) 

10.0 
15.0 
20.0 
25.0 
30.0 
25.0 
40.0 
45.0 
50.0 
55.0 
60.0 
65.0 

75.0 

No. 10 

Isxable Income 
(YD per year) (In per cent) 

282- 300 5.0 
301- 360 7.5 
361- h2O 10.0 
421- 480 12.5 
481- 540 15.0 
541- 600 17.5 
601- 900 27.5 
901-1.200 37.5 

1.201-1,800 42.5 
1,801-2,&00 b5.0 
2,401 -3.000 47.5 
3.001 and over r7.5 

Individual tax 
Same as in 1.21. 
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Table 28. P.D.R. of Yemen:' S m r y  of T8x System. Septemb8r 1981 (continued) 

(All amounts in loc8l currency unlta) 

Tar N8ture of Tar Exempriona and Deductions R.t.8 

\ 

2. 

3. 

4. 

5. 

1.23 Defense tax ( b u  No. On basic u h r y  for public aector 
45 of 1972) employee. rod on grosa income calculated 

after deduction of apeclal tax  payable 
for ocher.. 

Social aecurify contributlOn8 
None. 

Payroll taxem 
None. 

Tax=. on property 
None. 

Tare. an goods end aervicea 

5.1 

5.2 

General .ales t 8 X  
None. 

Selective exciaea 

5.21 

5.22 

5.23 

5.24 

Exciae tax on Specific tu per 1,000 cigarettes. 
cigarettes ( L a w  NO. 
28 of 1970. 8mend.d 
by L a w  NO. 29 Of 1976; 
L a w  No. 14 of 1979; 
and l a w  No. 10 Of 
19811 

Exciae t u  on beer 

kciae t u e a  on 
petroleum products 
(Law No. 2 of 1961, 
mended by Law No. 
28 of 1970, and 
L w  No. 14 of 
1979) 

Other exci8e8 

5.241 Exciae taxea 
on agrlcul- 
turd pro- 
duction ( L a w  

Specific tax per liter. 

Specific taxea per gallon on the 
d e .  of varioua petroleum product.. 

Taxe8 on a11 agricultural product. 
except q8t  are ad valorem. Theae 
taxem are collected froo the farmera 
through the cooperativea. The ad 

No. 2 of 1961. valorem tax on 98t  is collected from 
aunded by 
L a w  M. 28 of 
1970. Law No. 
46 of 1972. 
l a w  No. 29 of 
1976. L8w No. 
15 of 1978. 
L u  No. 14 of 
1979. and L a w  
No. 10 of 1981. 

the f8rmera. while the specific qat 
t u  18 collected f r a  the buyer8 on 
a8le8 of qat. 

5.242 Exciae tax on An ad valorem tax 18 collected f r w  
f isherlea fishexman through the National Cor- 

porntion for Fiah k r k e t l n g  which 
buy. the fish from producer. at fixed 
price.. 

Induatrial drink.. 
product ion : 
aoft drinks 

5.243 Exciae tax on Specific car levied on tbe a l e s  of soft 

Spacial tax'wyable. 

, '  

None . 
, -  

None. 

None. 

None. 

None. 

None. 

3 per cent on aalary income 
8nd 200-500 fila on mall 
bU8ine~e8 and YD 2-15 
from larger firms. 

Rate (e) 
11.520 
8.115 
8.115 

TD 0.600 

Product 

Bourine 94 fils 
Xnromem 11 flls 
Diaael 15 fila 
Masot (fuel oil) 5 fils 
Lubricatlng oil. 61 fils 
Va..line o i l  

and paraffin 61 fils 
White 8plrit YD 2.000 

U t e  - 

Product (In per cent) 

CotLCKl 10 
CerUl8 15 
Coffee bean8 15 
Tobacco 15 
~ n ~ i r ~  (inciud- 

in dates) and 
veget8blea 10 

Other 10 
Qat ( 8 )  20 
Qat (b) TD 1.200 pe1 

pound 

10 per cent. 

Race - E 

10 0 2 .  and 

15 02. and 
leas 10 fils 

more 15 fila 
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Table 28.  P.D.R. of Yemen: Sununary of the Tax System. September 1581 (concluded) 

( A l l  anounts in local currency units) 

x Rates Nature of T a x  Exemptiona and Deductions 

5.244 Exciae tax on Ad valorem and specific. 
other induo- 
trial products 
(Law No. 29, 
1976 (of Oct. 
12. 1976) and 
L a w  No. 14 Of 
1979) 

None. 

6. Taxes on international trade and 
transactions 

6.1 Taxes on imports 

6.11 Customs duties (Lsv The tariff schedule la based on the Among the items vhich are exempt 
NO. 2 of 1961. amended Brusse:s Nomenclature System. Duties from import buries are grain. and 
by L a w  No. 28 of 1970. are mainly ad valorem although speci- 
Law No. 12 of 1974, fic rates apply in some casea. crude petroleum intended for the 
L a w  No. 30 Of 1976. refinery. fertilizers. printed 
and Law No. 12 Of materials. materials used for 
1979) 

fruits for seeding. cottonseed, 

conatruction of means of trans- 
portation, and materials used for 
teaching. 

7. Other taxeb 

7.2 Stamp t a x e s  (Lor No. 
5 of 1561; awnded 
by Lev No. 8 of 1971) 

. Other levels of Government 

No information available. 

A stamp duty applied to most legal A fev types of documents 
documents relating t o  contracts. are exempt. 
transactions, and registration. 

Product (In per cent) 

Cat tonaeed 
o i l  

Emulsion and 
paint 

Tomato paste 
Ter t i lea 
Aluminum uten- 

ails 
Rubber foam 
Perfume. 
'Iron bed. 
httresaes 
Leather shoes 
Rubber d i p p e r s  
Leather bags 

and bitts 
Plaatic uten- 

ail. 
Summer clothes 
Batteries 
Naila 
Paper bags 
Hatches 

10 

10 
10 
10 

20 
20 
30 
20 
20 
10 
10 

15 

10 
io 
20 
10 
10 
3 f i l a /  
box 

Except for a fer selected 
items, all imports are sub- 
ject Lo duties. Basic food- 
stuffs, certain essential 
conaumer items, raw materials 
and capital goods are sub- 
ject t o  low rates of duty 
while luxury items are sub- 
ject to high rates. The 
schedule covers 15 different 
ad valorem rates as follous: 
0. 1. 2. 3. 4. 10. 15, 20, 
23. 30, 40. 50. 75, 120. 
a d  160 per cent. (A special 
tariff of an additional 300 
per cent la applied on motor 
vehicles -ported by indi- 
vidwla vith o m  foreign 
exchange; the proceeds of 
this duty are credited tc 
the Stabilization Fund.) By 
L.w No. 30 of 1976, duties 
on certain esaential items 
(baby foods. m i l k ,  biscuits. 
children's vesr and school 
equipment) were reduced 
t o  5 per cent from 10 per 
cent. By Lav No. 12 of 
19?9 duties on cigars acd 
cigarettes were raised to 
200 per cent. See separate 
schedules of ad valorem and 
apecific rates. 

Some rates are fixed. others 
are proportional or progres- 
sive (e.g., letters of 
credit 1 per cenc to 1.5 per 
cent; and local loans 0.5 
per cent). 

Source: Ministry of Finance. 
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T a b l e  29. P . D . R .  of Yemen: Summary of Import Tariff - -Schedule  
of Ad Valorem Rates  a s  of September 2 0 ,  1981 

Exempt i o n s  : 

5 p e r  c e n t :  

5-10 p e r  c e n t :  

5 p e r  cen t  : 

5-15 per  c e n t :  

10-25 p e r  c e n t :  

I '  

Bulbs,  p l a n t s ,  and o t h e r  r o o t s ;  c o t t o n s e e d ,  g r a i n s ,  k e r n e l s ,  
and f r u i t s  for s e e d i n g ;  crude petroleum and s h a l e  o i l  i n t e n d e d  
f o r  r e f i n e r i e s ;  f e r t i l i z e r s ;  newspr in t ;  p r i n t e d  books,  news- 
pape r s ,  magazines, music s h e e t s ,  p f i n t e d  maps, t e c h n i c a l  
drawings,  and pos tage  and revenue stamps; c o i n s ;  m a t e r i a l s  from 
i r o n  and s t e e l  used f o r  t h e  c o n s t r u c t i o n  of r a i l r o a d s  and o t h e r  
means of t r a n s p o r t a t i o n ;  a p p a r a t u s ,  m a t e r i a l s ,  and models f o r  
t e a c h i n g ;  and s c i e n t i f i c  i tems used f o r  c o l l e c t i o n s  and 
a n t i q u e s  f o r  ove r  100 y e a r s .  

Metal-bearing o r e s ;  lamb wool and o t h e r  animal  h a i r ,  s o r t e d  o r  
scoured . 

S o f t  c o a l ,  l i g n i t e ,  coke ,  c o a l  g a s ,  water  g a s ,  and p r o d u c t i o n  
gas ;  ca rbon ;  g r a n u l e s ,  powders, c e l l u l o s e  n i t r a t e s ,  and 
c e l l u l o s e  n i t r a t e  s o l u t i o n s ;  lamb wool and o t h e r  animal  h a i r ,  
not s o r t e d  o r  s coured ;  j u t e ,  no t  spun; c a s t  i r o n  and f e r r o u s  
a l l o y s ;  copper  o r e s  and a l l o y s  of copper;  m a t t e  n i c k e l ,  r a w  
n i c k e l ,  n i c k e l  waste  and s c r a p ;  raw aluminum, aluminum waste 
and s c r a p ;  magnesium o r e ,  magnesium was te  and s c r a p ;  unwrought 
l e a d ,  l e a d  waste  and s c r a p ;  unwrought z i n c ,  z i n c  waste  and 
s c r a p ;  unwrought t i n ,  t i n  w a s t e  and s c r a p ;  e n g i n e s  used f o r  
a g r i c u l t u r e  and f i s h i n g .  

Lamb wool and o t h e r  animal h a i r ,  s o r t e d  o r  scoured .  

G r a i n s ;  milk and cream; c r u d e  and r e c o n d i t i o n e d  r u b b e r ;  animal  
food p r e p a r a t i o n s ;  pharmaceut ica l  p r e p a r a t i o n s ;  f i rewood;  
n a t u r a l  c o r k ;  m a t e r i a l s  used i n  t h e  manufacture  of p a p e r ;  
numerous items under t h e  fo l lowing  c a t e g o r i e s :  l i v e  an imals  
and t h e i r  p r o d u c t s ,  animal  and v e g e t a b l e  o i l s ,  m i n e r a l s  and 
minera l  p r o d u c t s ,  c h e m i c a l s  and chemical  p r o d u c t s ,  s y n t h e t i c  
r e s i n s  and p l a s t i c s ,  g l a s s  and g l a s s  p r o d u c t s ,  o r d i n a r y  m e t a l s  
and p r o d u c t s  t h e r e o f  , t r a n s p o r t a t  i o n  m a t e r i a l s  , and p r e c i s i o n  
i n s t r u m e n t s .  

S a l t e d  f i s h ;  cheese  and m i l k  d r e g s ;  f r u i t s ;  t e a  and s p i c e s ;  
umbre l las ;  c a n e s ;  b r u s h e s  and brooms; numerous items under  
t h e  fo l lowing  c a t e g o r i e s :  l i v e  animals  and t h e i r  p r o d u c t s ,  
v e t e t a b l e  p r o d u c t s ,  animal  and v e g e t a b l e  o i l s ,  food i n d u s t r y  
p r o d u c t s ,  m i n e r a l s  and m i n e r a l  p r o d u c t s ,  chemica ls  and chemica l  
p r o d u c t s ,  s y n t h e t i c  r e s i n s  and p l a s t i c s ,  h i d e s  and s k i n s ,  wood 
and wood p r o d u c t s ,  paper  and p r o d u c t s  t h e r e o f ,  t e x t i l e  f i b e r s  
and t e x t i l e  p r o d u c t s ,  g l a s s  and g l a s s  p r o d u c t s ,  o r d i n a r y  m e t a l s  
and p r o d u c t s  t h e r e o f ,  machines  and e l e c t r i c a l  equipment ,  t r a n s -  
p o r t a t i o n  m a t e r i a l s ,  and p r e c i s i o n  i n s t r u m e n t s .  
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T a b l e  2 9 .  P . D . R .  of Yemen: Summary of Import Tar i f f - -Schedule  
o f  Ad Valorem Rates  a s  of September 20, 1981 (Concluded)  

25-45 p e r  c e n t :  

30-45 p e r  c e n t :  

35-50 p e r  c e n t :  

40-65 p e r  c e n t :  

45-60 per  c e n t :  

100 p e r  c e n t :  

140 per c e n t :  

200 per  c e n t :  

S h e l l f i s h  and j e l l y f i s h ;  b i r d s '  e g g s ;  n a t u r a l  honey; c o f f e e ;  
p r e p a r a t i o n  of  f r u i t s  and v e g e t a b l e s ;  n a t u r a l  c o r k  p r o d u c t s ;  
numerous items under t h e  fol lowing c a t e g o r i e s :  v e g e t a b l e  
product  s , food i n d u s t r y  product. s,  minera 1s and m i n e r a l  p r o d u c t s ,  
chemica ls  and chemical p r o d u c t s ,  h i d e s  and s k i n s ,  wood and wood 
p r o d u c t s ,  paper  and paper  p r o d u c t s ,  t e x t i l e  f i b e r s  and t e x t i l e  
p r o d u c t s ,  g l a s s  and g l a s s  products ,  o r d i n a r y  m e t a l s  and p r o d u c t s  
t h e r e o f ,  machines and e l e c t r i c a l  equipment , t r a n s p o r t a t  i o n  
m a t e r i a l s  , and p r e c i s  i o n  i n s  t rument s . 
N a t u r a l  sponges;  amber, sago f l o u r ,  neat. e x t r a c t s ;  s y r u p s  and 
molasses ;  cocoa p a s t e ;  cerea l -based  p r o d u c t s ;  s o u p ;  soda and 
m i n e r a l  w a t e r ;  shaving  cream; f i r e w o r k s ;  matches;  basketwork 
p r o d u c t s ;  a r t i f i c i a l  f lowers  and f r u i t s ;  i m i t a t i o n  j e w e l r y ;  
numerous i tems under t h e  fo l lowing  c a t e g o r i e s :  s y n t h e t i c  r e s i n s  
and p l a s t i c s ,  h i d e s  and s k i n s ,  t e x t i l e  f i b e r s  and t e x t i l e  
p r o d u c t s ,  g l a s s  and g l a s s  p r o d u c t s ,  machines and e l e c t r i c a l  
equipment , and t r a n s p o r t  a t  i o n  m a t e r i a l s .  

Fresh  f i s h ;  b i r d  s k i n s ;  c rude  and semiprocessed  i v o r y ;  cocoa  
powder; b e l t s ,  t i r e s ,  t u b e s ,  and w h e e l s ;  b o v i n e  and chamois  s k i n ;  
s a d d l e s  and h a r n a s s e s ;  hand f a n s ;  spoons ,  f o r k s ,  and k n i v e s  w i t h  
h a n d l e s  made of expens ive  m a t e r i a l ;  c a b i n e t s  and s a f e t y  boxes;  
e l e c t r i c a l  a p p a r a t u s  f o r  shaving  and c u t t i n g  h a i r ;  e l e c t r i c a l  
w a t e r  h e a t i n g  a p p a r a t u s .  

Fresh  bananas ;  p r e s e r v e d  s h e l l f i s h  and j e l l y f i s h  by-products ;  
c h o c o l a t e ;  perfumes, c o s m e t i c s ,  and t o i l e t t e  p r o d u c t s ;  l e a t h e r  
and l e a t h e r  a p p a r e l ;  raw f u r  s k i n s ;  c a r p e n t r y  p r o d u c t s  used  f o r  
c o n s t r u c t i o n ;  c a r p e t s  and rugs  from wool o r  h a i r ;  f a b r i c s ,  
garments ,  and t e x t i l e s  from wool B r  s o f t  h a i r ;  s t o n e s  f o r  con- 
s t r u c t  i o n ;  b r i c k s  and t i l e s ;  n o n e l e c t r i c  w a t e r  h e a t e r s  f o r  hone 
u s e ;  washers  f o r  household u s e ;  vacuum c l e a n e r s ;  motor v e h i c l e s  
not used f o r  p u b l i c  t r a n s p o r t a t i o n .  

P i g s ;  pork  meat;  d r e s s e d  f u r  s k i n s ;  wood f r ames ;  household  
u t e n s i l s  made of wood; f i n e  c a r p e n t r y  a r t i c l e s ;  w a l l p a p e r  and 
window t r a n s p a r e n t  p a p e r ;  s i l k  f i b e r ;  s i l k  f a b r i c s  and garments ;  
a r t i c l e s  f o r  i n t e r i o r  d e c o r a t i o n  made of m e t a l s ;  a i r  c o n d i t i o n i n g  
u n i t s ;  s e a t s  and couches .  

S a l t ;  manufactured f o r  s k i n s ;  human h a i r ,  w igs ,  f a l s e  b e a r d s ,  and 
o t h e r  f a l s e  h a i r ;  a r t i c l e s  used f o r  d e c o r a t i v e  and ornamenta l  
pur pos e s . 

F u r n i t u r e .  

C i g a r s ,  c i g a r e t t e s ,  and q a t .  

Source:  Miniscry of  F i n a n c e .  
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T a b l e  30. P . D . R .  of Yemen: Summary o f  Excise  T a r i f f - -  
Schedule  of S p e c i f i c  Ra te s  a s  of Sep tenbe r  20, 1981 

( I n  Yemeni d i n a r s )  

It e m  Unit  
Rate a s  of  

J u l y  31 ,  1981 

Horses  and m u l e s  
Cows and b u f f a l o e s  
Sheep and g o a t s  
Beer 
Nona lcoho l i c  grape  j u i c e  
Wine 
E f f e r v e s c e n t  wines 
Vermouth wines 
Apple and pear  d r i n k s  
E t h y l  s p i r i t s  
Other  s p i r i t s  
Crude pe t ro leum and s h a l e  o i l  

no t  i n t ended  f o r  r e f i n e r i e s  
Benzine upon impor ta t ion  o r  

e x i t  from r e f i n e r i e s  
Kerosene 
Gas o i l  
Diesel o i l  
Fue l  o i l  
Greas ing  o i l s  
V a s e l i n e  and p a r a f f i n  o i l  
O i l  ga ses  
B u t t e r  and cooking b u t t e r  
R a w  tobacco  

He ad 
II 

I 1  

Gal lon  
II 

I 1  

II 

I 1  ' - 

II 

11  

I 1  

II 

II 

II 

II 

II 

II 

II 

11 

Kilogram 
N e t  pound 

II 

2 .ooo 
1 .ooo 
0.150 
1.270 
1.270 
1 .300  
3.000 
3 .ooo 
3.000 
3 .OOO 

12.000 

0.070 

0.094 
0 ,011  
0.015 
0.015 
0.005 
0 .061  
0.061 
0.006 
0.010 
0.150 

Source:  M i n i s t r y  o f  F inance .  
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Table  32. P.D.R. of Yemen: Balance Sheet of  
Bank of Yemen, 1975-81 

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

I . '  , 

End of P e r i o d  
Dec . June 

1975 1976 1977 1978 1979 1980 1980 1981 

F o r e i g n  a s s e t s  
Go Id  
F o r e i g n  exchange 
S e c u r i t i e s  
SDR ho 1 d i  ngs  
IMF r e s e r v e  t r a n c h e  

Claims on Governrent  
S e c u r i t i e s  
T r e a s u r y  b i l l s  
O t h e r  c r e d i t  

U n c l a s s i f i e d  a s s e t s  

A s s e t s  = L i a b i l i t i e s  

Reserve money 

banks 

Bank of Yemen 

Yemen's d e p o s i t s  

Currency o u t s i d e  

Currency i n  N a t i o n a l  

N a t i o n a l  Bank of  

Fore ign  l i a b i l i t i e s  

C a p i t a l  and r e s e r v e s  

SDR a l l o c a t i o n s  

U n c l a s s i f i e d  l i a b i l i t i e s  

18.5 28.3 34.7 65.3 73.1 81.4 80.9 79.5 
0 . 3  0 . 3  0 . 4  0.4  0 .6  0 . 6  0 . 6  0 .6  

12 .3  22.6 2 7 . 8  60.4 66 .2  71.4 72.0 71.7 
4 . 5  4 .3  5 .O 3.2  4.7 5.2 5 .5  5 .5  
1 .3  1 . 2  1 . 5  1 . 3  1 . 6  2 . 8  1 . 7  

- - - - - - - -  

-- 
-- -- -- 4 . 2  -- -- -- -_ 

40.0 69.2 85.1 99.6 124.7 142.2 140.3 163.8 
0 .9  0.9 0.9 0 -9  0 .9  0.9 0.9 0 .9  

26.0 42 .0  55 .0  80 .0  99 .0  110.0 -- -- 
1 3 . 1  26.3 29.2 18.7 24.8 31 .3  139.4 162.9 

-- - ----- 

8 . 9  - 8.5 - 7 . 3  - 5 . 8  - 2.6  2 . 0  - - 1 . 7  1.1 - -  
60.2 98.6 122.4 166.9 203.5 232.5 229.7 250.6 

44.1 75.4 97.0 125.6 160 .3  190 .8  183.9 199.7 

- - - - _ . _ _ _ _ _ - -  

-- - - _ _ _ - - -  

41.3  6 3 . 8  88.2 113.2 142.5 168.6 154.7 182.3 

1 . 5  2 .0  4 . 6  6 . 3  7 . 7  15.7 16.9 15 .6  

1 . 3  9 .6  4 . 2  6 . 1  1 0 . 1  6 .5  1 1 . 3  1 .8  

10 .0  13 .6  16.7 20.8 20.8 22.5 20.6 22.1 - - - - - - - -  

3.3  4 .9  - - - 3.2 4 .9  __ 2 . 7  - 1 . 2  - 0.9  1 .0  - -  
- 8 . 4  10.0 4 . 4  6 .4  - 8.1 - - - 4 . 2  - 4 . 1  4 . 3  - -  

6.2  14.5 13.9 - - -  3 . 3  13.4 12 .8  - - -  1.1  4 . 2  - -  

Source:  Bank of Yemen. 
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Table 33. P.D.R.  of Yemen: Balance Sheet of National 
Bank of Yemen, 1975-81 

(In millions of Yemeni dinars)  

End of Period 
March June 

1975 1976 1977 1978 1979 1980 1980 198 1 

Re B e r ves 
Cash I/ 
Balance with Bank of 

Y erne n 
Foreign assets  

banks 
Balance with foreign 

Foreign investments 
B i l l s  receivable in  

foreign currency 

Claims on Government 
Claims on nongoverment 

B i l l s  receivable 
Loans and advances 

sector  

Unc las s i  f i e d  

Assets - L i a b i l i t i e s  

Demtind deposits 
Other nongovernment 

deposit s 
Time  and savings deposits 
Against l e t t e r s  of credi t  

Balances due to  foreign 

Bills  payable in 

Foreign currency deposits 
Government deposits 

Demand 
Time and savings 

Foreign l i a b i l i t  ie6 

banks 

foreign currency 

Capital account 
Unc las  s i f  i ed  

2.7 
( 1 . 5 )  

(1.2) 
9.2 

(7.9) 
(0.1) 

(1.1). 

2.0 

23.6 
(1.6) 

(22.1) 
13.6 

51.0 

14.0 

11.5 
(9.9) 
(1.6) 
12.7 

(0.6) 

( 7 . 1 )  
(5.0) 
5.3 

( 3 . 7 )  
(1.6) 
4.6 
2.9 

- 

11.7  
(2.0) 

(9.7) 
10.3 

(9.9) 
to .  1) 

(0.3) 

2.0 

31.2 
(4.7) 

(26.5) 
18.6 

73.8 

17.7 

16.2 
(13.5) 

(2.7) 
22.8 

(4.1) 

(13.6) 
(5.1) 
9.1 
(7.0) 
(2.11 
5.1 
2.9 

- 

8.8 
(4.6) 

(4.2) 
23.7 

(21.5) 
to .  1) 

(2.1) 

-- 

49.2 
(2.1) 

(47.1) 
19.7 

101.4 

27.0 

25.2 
(19.3) 

(5.9) 
27.1 

(1.9) 

(14.9) 
(10.3) 

12.6 
(8.9) 
(3.6) 
6.2 
3.4 

12.1 
(6.3) 

(5.8) 
12.6 

(8.3) 
to.  1) 

(4.2) 

-- 
58.5 
(3.2) 

(55.3) 
10.5 

93.7 

27.0 

24.3 
(18.5) 

(5 .a) 
15.0 

(6.1) 

(0.6) 
(8 .2)  
12.5 
(11.0) 

(1.5) 
6.2 
8 . 7  

- 

18.3 
(7.7) 

(10.6) 
35.1 

(32.1) 
(0.2) 

(2.7) 

2.2 

61.2 
(3.1) 

(58.2) 
11.5 

128.3 

41.4 

32.5 
(23.2) 

(9.3) 
21.9 

(7.0) 

(3.1) 
(11.8) 
16.7 

(15.0) 
(0.9) 
6.9 
8.9 

23.9 
(15.7) 

(8.2) 
41.5 

(38.7) 
(0.2) 

(2.6) 

2.9 

97.9 
(3.2) 

(94.7) 
5 . 7  

171.9 

63.5 

51.5 
(30.6) 
(20.9) 
23.7 

(4.0) 

(-1 
(19.7) 

17.7 
(17.3) 

(0.4) 
9.2 
6.3 

24.1 
(16.9) 

(7.2) 
50.0 

(46.1) 
(0.2) 

(3.7) 

2.6 

70.0 
(3 .8)  

(66.2) 
11.1 

157.8 

53.0 

39 .O 
(27.3) 
(11.7) 
31 .O 

(13.5) 

( 4 . 0 )  
(13.5) 

17.9 
(17.5) 

(0.4) 
7.9 
9.0 

- 

17.3 
(15.6) 

( 1 . 7 )  
22.7 

(20.9) 
(0.2) 

(1.6) 

5.3 

111.1 
(4.5) 

(106.6) 
12.1 

168.8 

52.7 

51.3 
(37.8) 
(13.5) 
21.3 

(1.7) 

(0.3) 
(19.3) 
23 .O 

(16.8) 
(6.2) 
9.2 

11.3 

- 

Source: Bank of Yemen. 

I /  Includes foreign currencies amounting t o  YD 3 .4  mil l ion i n  1978, YD 2.1 mill ion i n  March 1979, 
yl)-2.5 million i n  December 1980, Y D  3.C million in June 1980, and YD 2.0 mill ion i n  June 1981. 
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T a b l e  34. P.D.R. of Yemen: D i s t r i b u t i o n  o f  Loans and 
Advances of t h e  Nat iona l  Bank of Yemen, 1976-81 

, ( I n ' m i l l i o n s  of  Yemeni d i n a r s )  
' 8 ,  

I 

June 
End of P e r i o d  1976 1 9 7 7  1978 ,1979 1980 1980 198 1 

BY t y p e  of e n t i t y  
P u b l i c  e n t i t i e s  20.9 37.2 4 4 . 3  47.3 84.1 54 .4  94.7 
Cooperat i v e  s 1 . 3  5 . 3  6 .6  5.9 5.9 6.6 6 .6  
Mixed s e c t o r  0 .2  0 .3  0 . 1  0 . 1  0 .1  0 .1  -- 
P r i v a t e  e n t i t i e s  4 . 1  4 . 1  4 . 3  4 . 8  4 . 6  5 . 1  5.2 

Tot a1 26.5 47 .1  55.3 - - -  5 8 . 1  94.7 66 .2  106.5 - - - -  

By economic S e c t o r  
A g r i c u l t u r e  and f i s h e r i e s  1 . 6  2 . 7  3 . 0  2.6 3 .5  3.1 3.9 
I n d u s t r y  2 . 0  4 . 4  5.8 4 . 4  2.2 2.8 3 . 3  
Commerce and s e r v i c e s  22.9 40.0 46.4 5 1 . 1  89.0 60 .3  99.3 

~~ 

Source :  Bank of Yemen. 
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Table 35. P.D.R. of Yemen: Balance of Payments, 1976-80 

( I n  m i l l i o n s  of SDRs) i/ 
\ 

Pre 1 in. 
1976 1977 1978 1979 1980 

A. Goods, s e r v i c e s ,  and 
p r i v a t e  t r a n a f e r s  

Expor ts ,  f.0.S. 
Domestic expor t s  
Re-export s 

Imports ,  c . i . f .  
Petroleum 
Other  

Serv ices  and p r i v a t e  
t r a n s f e r s  ( n e t )  

Shipping,  a v i a t i o n ,  
and insurance 

Investment income 
Other s e r v i c e s  
Government. n . i . e .  
P r i v a t e  t r a n s f e r s  

B. Miscel laneous c a p i t a l  and 
e r r o r s  and m i s s i o n s  

P r i v a t e  long-term c a p i t a l  
p r i v a t e  short-term c a p i t a l  
Net e r r o r s  and omissions 

C .  Grants  and loans received 
by Goverment  

O f f i c i a l  g r a n t s  received 
Drwings  on l o a m  received 
Repayment of loans 
Trus t  Fund loans 
Drawings from AUF 

D. Overal l  ba lance  (A+B+C) 
Trade balance 
Serv ices  
Pr i vat e t r a n s  f e r  s 
Gove rme n t  t r a n s  f e rs 
Capit a1 of nonmnet ary 

s e c t o r  ( inc ludes  e r r o r s  
and m i s s i o n s )  

E. Al locat ion of  SDRe 

F.  Counterpart  t o  va lua t ion  
changes 

G. Monetary movements ( i n c r e a s e  
i n  asse ts - )  

Deposit m n e y  banks 
Uonetery gold  
SDRS 

-83.5 
38.4 

(22.1) 
(16.3) 

-247.8 
( -45 .1)  

(-202.7 1 

125.9 

- 

(4 .3)  
(5 .5)  

(10.8) 
(2 .0)  

(103.3) 

-17.8 - -- -- 
-17.8 

90.2 
4 0 J  
51.4 
-1.3 

- 

-- -- 
-11.1 

22.6 
103.3 
40.1 

-209 .4  

32.3 

- - 
0.3 - 

10.8 
22.5 

0.3 

- 
-- 

Reserve p o s i t i o n  i n  t h e  Fund -- 
t h e  Bank of Yemen -25.2 

Government fore ign  a s s e t s  -- 
Use of MF c r e d i t  13.2 
Subscr ip t ion  t o  AMF -- 
Other -- 

Foreign exchange r e s e r v e s  of 

-112.3 
40.2 

(20.6) 
(19.6) 

-327.5 
( 4 9 . 6 )  

(-2 77.9 

175.Q 

- 

(6 .2)  
(6 .2)  
(8 .2)  

(-6.0) 
(160.4) 

37.6 - -- -- 
37.6 

107.6 
47.6 
58.0 
-1.2 

3.2 

- 

-- 
32.9 

14.6 
160.4 
47.6 

- 2 E  

97.6 

- - 

1 . 7  
_. 

-34.6 
-23.2 

- 0 . 4  
-0.5 

- 

-- 

-11.2 -- 
-- 

3.0 
3 . 7  

- 6 6  
31.4 

(13.6) 
(17.8) 

-325.9 
( 4 6 . 3 )  

(-2 79.6 

227.4 

(8 .6)  
(6 .5)  

(13.4) 
(-6.9) 

(205.8) 

28.7 - -- -- 
28.7 

105.4 
30.5 
66.1 
-0.9 

9.7 

- 

-- 
67.0 

21.6 
205.8 

30.5 

- 2 m  

103.6 

- - 

10.2 - 

-77.2 
-10.5 

0 .1  
0.6 

- 

-- 

-63.2 

-5 . O  

0.8 

-- 
-- 

- 4 4  
30.0 

(15.7) 
(14.3) 

-333.2 
(-54.0) 

(-2 7 9 .2  ) 

261.4 

(11.2) 
( 1 1 . 7 )  

(9 .2)  
(-1 3 .4> 
(242.7 

23.8 - -- 
-- 

23.8 

67.5 
18.4 
44.6 
-3.6 

8.1 

- 

-- 
49.5 

18.7 
242.7 

18.4 

-3x 

72.9 

4.5 - 

4.0 - 
-58.0 
-28.8 

-0.4 
-0.6 

- 

-- 
-14.4 

-13.7 
-3.0 

2.9 

-- 

-168.7 
45.8 
(29.6) 
(16.2) 

-514 .B 
(-115.5) 
(-399.3) 

300.3 

(12.5) 
(22.9) 
(16.0) 

(-18.9) 
(267.8) 

93.6 

31.1 
62.3 

- - 

129.4 
63.6 
65.6 
-7.1 
7.3 

- 

-- 
54.1 

32.5 
267.8 

63 -6 

4Gz 

159.2 

3 .8 - 

-8.7 
7 

-69.2 
-15.1 
-0.1 
3.5 

-9.4 

-18.1 

-8.4 
- 5 . 0  

4.2 

-- 

Source: Bank of  Yemen. 
1; For i t e n s  A through D, conversions i n t o  SDRs have ben made a t  period-average 

races  as  follows: YD 1 SDR 2.5077 for 1976; YD 1 * SDR 2.4798 f o r  1977; YD 1 * 
SDR 2.3125 for 197E; and YD 1 SDR 2.2409 f o r  1979; YD 1 = SDR 2.2245 f o r  1980; 
snd YD 1 = SDR 2.47@ for  1482. Conversions for Item F have been made a t  end-of- 
per iod ra tes  as ind ica ted  i n  Table 15. 
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T a b l e  36. P.D.R. of Yemen: Composition of Exports  and 
Re-Exports, 1976-80 

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

I ,  

1976 1977 1978 1979 1980 

I 

Food and l i v e  an imals  5,640 7,527 3,627 5,558 7,646 
Dried f i s h  12 3 23 49 9 
F r e s h  f i s h  3,907 5,844 2,074 3,412 6,387 

12 Wheat and d h e a t  f l o u r  
Coffee 1,170 1,209 591 1,256 34 1 
Other  440 451 913 881 906 

-- 

-- -- -- -- 

Beverages and tobacco 957 - - - - 112 183 520 598 - 

Crude m a t e r i a l s  ( e x c e p t  fue 1)  4 ,301  1 , 963 2,416 1,916 4 , 3 2 1  
H i d e s  and s k i n s  222 1 7 9  226 180 15 1 
Cot ton  l i n t e r s  and seeds 3,565 1 , 263 1 ,426  1 ,024  3 ,083  
Sa It 99 193 358 189 19 1 

79 14 1 Metal s c r a p s  
Other  415 328 406 444 755 

-- -- -- 

Pet ro leum p r o d u c t s  

Animal and v e g e t a b l e  o i l s  

Ch em i c a 1 s 

Manufactured goods 
Text i l e s  

39 
3 
- 1 7 1  

64 
- 422 

108 
- 

Other 36 18 466 107 3 14 

Machinery and t r a n s p o r t  
equipment 

Passenger  c a r s  
Trucks 
Other 

M i  s c e l  laneous manufactured 
a r t  i c  l e  s 

C 1 o t  h i ng 
Footwear 
Other 

U n c l a s s i f i e d  i t  ans 

Tot a1 

32 
I 

11 - 28 - 230 - 6 - 

2 19 70 
13 11 166 233 152 

57 1 9  105 16 6 7  

- - - 30 282 269 

11 20 

- - 

-- -- -- 

10,234 9 ,970  7 636 8 ,578  14 ,545  

source :  C e n t r a l  S t a t i s t i c a l  O r g a n i z a t i o n .  
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T a b l e  3 7 .  P . D . R .  of Yemen: D i r e c t i o n  of E x p o r t s ,  1976-80 1/ - 
(In t h o u s a n d s . o f  Yemeni d i n a r s )  

~~ ~ ~~ 

1976 19 7 7  19 78 19 79 1980 

Arab c o u n t r i e s ,  of  which: 
Saud i  Arab ia  
United Arab Emi ra t e s  
Egypt 
Yemen Arab Republ ic  
Somalia 

Soci  a1 i s t  c o u n t r i e s ,  of  which: 
C h i n a ,  Peop le  ' s Repub l i c  of 

I n d u s t r i a l  c o u n t r i e s ,  o f  which: 
United S t a t e s  
United Kingdom 
Germany, F e d e r a l  Republ ic  of 
I t a l y  
Canada 
Japan  

Other  developed c o u n t r i e s  

As ia ,  o f  which: 
S r i  Lanka 
I n d i a  
S ingapore  

A f r i c a ,  o f  which: 
Dj ibout  i 

Tot a1 

548 
202 
113 

3 3  

92 

655 
4 73 

6,314 
139 
2 36 
790 

1 ,211  

3 , 593 

- 

78 

- 

-- 

75 

2,155 
907 

12 
1 ,079 

487 
3 7 2  

10,234 

- 

- 

665 
419 

98 
2 5  
61 
32  

44 7 
2 

7,656 
521 
13 1 
111 
659 

6,017 

- 

- 

-- 

-- 

69 1 
30 
19 

'628 

503 
95 

9 ,  962 

- 

- 

1 ,  509 
6 33 

73 
58 

675 
19 

773 
773 

3 , 808 
205 
31  7 

83 
686 

1 ,688  

- 

-- 

-- - 
29 7 
48  
18 

223 

58 1 
130 

6,968 

- 

- 

1,355 
623 

3 5  

568 
9 

17 1 

-- 

- -- 

6,010 
194 

22 
163 
475 

4 ,218  
-- 

-- - 
174 

69 
77 

264 
140 

7 ,922 

- -- 

- 

1 , 825 
7 3 7  

5 5  

866 
3 7  

1 , 5 5 2  
1,357 

7 ,674 
16 
13 

182 
1,352 

5 ,991 

-- 

-- 

-- - 
1,514 

99 
1 , 102 

-- 

5 15 
169 

13,080 

- 

Source:  C e n t r a l  S t a t i s t i c a l  O r g a n i z a t i o n .  

1/ Excludes pe t ro leum e x p o r t s .  - 
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Table  38. P.D.R.  of Yemen: Composition of Imports, 1976-80 

( I n  thousands of Yemeni d ina r s )  

~~ ~ 

\ 

19 76 1977 19 78 19 79 1980 

Food and l i v e  animals 
Live animals 
Ghee 
Wheat and wheat f lou r  
Rice 
Refined suga r '  
Milk powder 
Coffee 
Tea 
Spices 
Other 

Beverages and tobacco 

Crude m a t e r i a l s  , i ned ib le ,  
except f u e l  

Hides and skin8 
Sesame seeds 
Wood 
O t h e r  

Petroleum products 

Animal and vegetable o i l s  

Chemica 1s 

Manufactured goods c l a s s i f i e d  
c h i e f l y  by ma te r i a l s  

Tex t i l e s  
Cement 
Other  

Machinery and t ransport  equipment 
Machinery 
Passenger vehicles  
Trucks 
O t h e r  

Miscellaneous manufactured a r t i c l e s  
Clothing 
Foot w e  a r 
Other 

Unclassified i t  ems 
Qat 
O t h e r  

Tot a1 

22 , 235 
1,504 
1,610 
5 , 398 
3,072 
2,349 
2,009 
1 , 277 
1,531 

457 
3,028 

1,242 

2,531 
14 

1,270 
978 
269 

10 , 066 

730 

3,221 

- 

11,368 
1,462 

9 74 
8,932 

20,103 
8,689 
1,199 
2 , 623 
7 , 642 

2 , 393 
51 7 
372 

1,504 

95 
80 
15 

73,984 

- 

28,568 
1,862 
3,542 
6,051 
3,315 
2,882 
2,767 

502 
2,223 

966 
4,458 

1,312 

2,928 
11 

5 53 
1,840 

524 

10,519 

1,222 

3 , 488 

15,182 
3,428 

844 
10,910 

42 , 231 
5,829 
1,977 

10 , 067 
24 , 358 

4 , 434 
1 , 480 

364 
2,590 

- - -- 
-- 

109.8SL 

46,016 
1 , 850 
5,350 
7 , 1 1 1  
6,957 
3,468 
6,159 

683 
3,178 
1,040 

10,220 

3,213 

3,912 
12 

1,854 
1 , 719 

327 

6,764 

1,847 

5,951 

- 

17,854 

1,287 
12 , 664 

30,865 
13,017 

1,328 
2,121 

14,399 

6 , 348 
1 , 7 8 4  

778 
3,780 

-- 

43,395 
2,663 
4,317 
3,204 

2,575 
9 , 304 
1,263 
1,610 

9 09 
8,802 

3 , 548 

a ,  748 

5,462 

2,734 
2,066 

662 

15 , 764 

1,612 

7,944 

-- 

19,281 

1,821 
13,019 

31 , 242 
11,372 
4,081 
2 , 985 

12,804 

1,517 
2,420 

568 
4,589 

4,441 

- 

70,435 
3,201 
4,318 

18,906 
4,043 

9,470 
151 

2,158 
5 74 

16,392 

5.338 

.10,862 

9 , 537 

3,450 
5,575 

512 

51 , 920 

1,179 

8,103 

-- 

25,698 

960 
19,732 

44 , 247 
13,511 
2,967 
3,190 

24,579 

8,802 
3,405 

3 04 
5 , 093 

v 

-- 

Source: cen t ra l  S t a t i s t i c a l  Organization. 
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Table  39. P.D.R. of Yemen: Origin of Imports, 1976-80 1/ 

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

- 

19 76 19 77  19 78 19 79 1980 

Arab c o u n t r i e s ,  of which: 
I r a q  
Kuwa i t  
United Arab Emirates 
Egypt 
Yemen Arab Republic 
Somalia 

S o c i a l i s t  c o u n t r i e s ,  of which: 
China, People ' s  Republic of 
Czechoslovakia 
German Democratic Republic 
U .S.S. R. 

I n d u s t r i a l  c o u n t r i e s ,  o f  which: 
United S t a t e s  
United Kingdom 
De nma rk 
France 
Germany, Federal  Republic of 
I t a l y  
Netherlands 
Japan 

Other developed c o u n t r i e s ,  of which: 
Au s t r a1 i a 

L a t i n  America 

Asia,  o f  which: 
S r i  Lanka 
Hong Kong 
India  
Pakis tan  
Thailand 
S ing apo r e  

A f r i c a ,  of which: 
E t  h iop i a 
Kenya 

Tot a1 

4,756 
6 38 
219 

27 
49 

1 , 2 9 2  
1 2 1  

12,114 

664 
602 

3 , 503 

34 , 049 
322 

3 , 484 
2,538 
1 , 721  
1,785 
3,321 
9 , 390 

3 , 507 
3,149 

4 , 374 

8,450 

-- - 
7,256 

63 
735 

2 , 409 
154 

2,154 
1,657 

3 , 398 
1 , 368 
1 , 9 8 7  

65 , 080 

3,642 
208 

58 
15 
71  

561 
222  

13,626 
2,976 

286 
1,465 
6,023 

59,896 
3,508 

11,985 
1,731 
1,189 
2,579 

6 , 350 
21 , 166 

6,771 

9,010 

5,734 

1,049 

13,381 
2,223 
1,702 
2,469 

457 
3,025 
3,469 

2,150 
477 

1 , 673 

99 , 466 

4,659 
531 
149 
30 

5 
798 
225 

21,461 
8 , 693 
1,208 
1,991 
6 , 040 

57 , 868 
1,768 

15,460 
3,175 
2 , 352 
5,109 
3,806 

10,952 
12,940 

8,269 
6,434 

77 

21,576 
2,442 
2,661 
3 , 946 

713 
7,273 
4,306 

2 , 543 
675 

1,716 

116,453 

- 

12 , 090 
1 , 506 

49 3 
563 

4 , 587 
414 

23 , 582 
6 , 001 

687 
2,922 
9,424 

53 , 949 
549 

14,233 
1,658 
1,894 
1,773 
3,263 

1 2  , 486 
13,605 

8 , 346 
4,903 

63 

23 , 324 
1 , 518 
3,563 
6,110 

119 
6,956 
3,818 

2 , 055 
530 

1,328 

123,319 

-- 

- 

15 , 896 

664 
292 

1 
6,228 

591 

24,199 
7,927 
1,182 
2,413 
7,103 

90,188 
959 

18,713 
5,002 

13,435 
4 , 660 
6,697 
9,561 

24,075 

19 , 779 
17,655 

60 

24,312 
2,017 
4 , 313 
6,125 

97 
2,682 
3,329 

3 , 385 
2,055 
1 , 147 

177,819 

-- 

- 

Source: Central  S t a t i s t i c a l  O r g a n k a t i o n .  

- 1/ Excludes petroleum imports .  





BIBLIOGRAPHY 

Government documents and p u b l i c a t  i o n s  

P e o p l e ' s  Democrat ic  Republ ic  of Yemen: 
Amendment t o  Law No. 23 o f  1971 Regarding t h e  O r g a n i z a t i o n  of I n d u s t r y  

and Encouragement of I n d u s t r i a l  Investment .  Law No. 1 2  of 197 2. 
Aden, 1972 

Bank o f  Yemen Annual Report  f o r  t h e  Years 1974/75 and 1975 
Banking System, Law No. 36 o f  1972, Aden, 1972 
Customs Handl ing of  G i f t s  and Pe r sona l  E f f e c t s  of Emigrants  and O t h e r s  

E n t e r i n e  t h e  ReDublic. Law No. 40. 1978 
CI - -. - - - -. . 

E s t a b l i s h m e n t  of t h e  M i n i s t r y  of Planning ,  Law No. 6 of 1973,  Aden, 1 9  
Exchange Cont ro l  Law, N O .  16  of  1971, Aden, 1971 
Exchange C o n t r o l  Manual, M i n i s t r y  of Economy and I n d u s t r y ,  Aden, 1971  

Five-Year Socio-Economic Development P lan ,  1979-1983, M i n i s t r y  o f  
( i n  A r a b i c )  

P l ann ing ,  Aden, J anua ry  1979 

73  

Middle  Eas t  Economic Survey,  B e i r u t ,  v a r i o u s  i s s u e s ,  1976-June 1981 
O r g a n i z a t i o n  o f  Fore ign  Trade ,  Law No. 21 of 1971,  Aden, 1971 
P r i c e  S t a b i l i z a t i o n  Fund, Law No. 18 o f  1974, Aden, 1974 
Quinquennia l  P l an  f o r  Economic and S o c i a l  Development (1974/75-1978/79),  

C e n t r a l  P lanning  Commission, Aden, 1974 
S t a t i s t i c a l  Yearbook, No. 1, 1980, C e n t r a l  S t a t i s t i c a l  O r g a n i z a t i o n ,  

M i n i s t r y  o f  P lann ing ,  Aden, and United Nat ions  Econanic  Commission 
f o r  Western Asia,  B e i r u t  , Lebanon, J anua ry  1980 

T r i e n n i a l  P l a n  of  N a t i o n a l  Economic Development, P l ann ing  Board,  Aden, 
1971 

The World Bank: P e o p l e ' s  Democratic Republ ic  of  Yemen: A Review of 
Economic and S o c i a l  Development, March 1979 

Unpublished documents 

I n t e r n a t i o n a l  Monetary Fund : 
P e o p l e ' s  Democratic Republ ic  of  Yemen--Recent Economic Developments,  

P e o p l e ' s  Democratic Republ ic  of Yemen--Recent Economic Developments ,  
SM/ 7 9 / 15 9 

SM/80/2 16 

I n t e r n a t i o n a l  Bank f o r  Recons t ruc t  i o n  and Development: 

Democratic Republ ic  of  Yemen, October  11, 1976 

and P r o s p e c t s ,  December 28, 1978 

The Second Five-Year P l a n  (1979-83) ,  J anua ry  25 ,  1 9 8 0  

Memorandum on t h e  Economic P o s i t i o n  and P r o s p e c t s  of  t h e  P e o p l e ' s  

P e o p l e ' s  Democratic Republ ic  o f  Yemen: Curren t  Economic P o s i t i o n  

P e o p l e ' s  Democratic Republ ic  o f  Yemen, S p e c i a l  Economic Repor t :  



' I  

. . *  , 


