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NATIONAL INTELLIGENCE SURVEY PUBLICATIONS

The basic unit of the NIS is the General Survey, which is now
published in o bound:by-chapter format so that topics of greoter per-
ishability can be updated on an individual basis. These chapters—Country
Profile, The Society, Government and Politics, The Economy, Military Geog-
raphy, Transportation and Telecommunications, Armed Forces, Science, ond
Intelligence and Security, provide the primary NIS coverage. Some chapters,
particularly Science and Intelligence and Security, that are not pertinent to
all countries, are-produced selectively. For small countries requiring only
minimal NIS treatment, the General Survey coverage may be bound info
one valume.

Supplementing the General Survey is the NIS Basic Intelligence Fact-
book, a ready reference publication that semionnually updates key sta-
tistical- dotc ‘tound in the Survey. An unclassified edition of the factbook
omits sorme details on the economy, the defense: forces, and the intelligence
and security. orgonizations.

Although “detailed sections on many topics were port of the NIS
Program;, produchon of these sections has been phused out. Those pre-
viously produced will continue to be available as long os the mojor
portion of the study is considered valid.

A quarterly listing of cnll active NIS units is published in the Inventory
of Avoilabls NIS Publications, which is olso bound into the corcurrent
classified Factbook. The luventory lists all NIS units by area name and
number and includes classification and date: of issue; it thus focilitotes the
ordering of NIS units as well as their filing; cotaloging, and utilization.

Initial dissemination, additional copies of NIS units, or separate
chapters of the Generol Survéys can be obtained directly or through
linison channels from the Central Intelligence Agency.

The General Survey is-prepared for the NIS by the Central Intelligence
Agéncy and the Defense Intelligence Agency under the general direction,
of the NIS Committee. It is coordinated, edited, published, and dissemi-
nated by the Central Intelligence Agency.

WARNING

l’hu document tontains information affeciing e nationc) defensn of 1he Wnited States, within the
meaning of fife 18, sections 793 ond 794 of “the US zede; a3 omended. (s trossmission or ravalation
of {13 contents to of roceipy by an unu\:vhomed ferson is prohub-'nd by low.

CLASSIFIED BY w?MI E!EMP" FROM GENERAL CECLASSIFi-
CATION SCHEDULE OF 11452 EXEMPTION CATEGORIES
.38 (), (D), (3 DE lASS!FISD ONLY ON APPROVAL OF YHE
DIRECTOR OF CENTRAL INTELLIGENCE.
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WARNING

The NIS is National Intelligence and may not be re-
leased or shown to representatives of any foreign govern-
ment or infernational body except by specific authorization
of the Director of Central Intelligence in accordance with
the provisions of National Security Council Intelligence Di-

rective No. 1.

For NIS containing unclassified material, however, the
portions so marked may be made available for official pur-
poses to foreign nationals and ﬁongovernmenf personnel
provided no attribution is made to National Intelligence or
the National Intelligence Survey.

Subsections and graphics are individually ciassified
according to content. Classification/control designa-

tions are:
(U/OU) . . Unclassified/For Official Use Only
©<)...... Confidential
S)...... Secret
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This chapter was prepared for the NIS by the
Central Intelligence Agency. Research was sub-
stantially completed by March 1973.
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The Economy

A. Economic appraisal (U'/00)

Yemen (Aden)—the People's Democtatic Republic
of Yemen (PDRY —is one of the most bachward
states in the Middle Fast ls Ll area of 111000
square miles consists mainhy of inhospitable terrain
and is poor in mineral resouran, The country s climate
iv oppressive and and. and ot ol its 1.5 million
people are unskilled and illiterate.

The location of the port of Aden near the mouth of
the Red Sea made it o center of intermational trade for
centuries, Tt is the capitil and Lirgest city in the
countey. Its economy. however. was  suddenly
disrapted in 1967 by two major events—the closing of
the Suez Canal as a result of the Arab-Tsraeli war, and
the granting of independence by the United Kingdom.
Former trade routes through the Suez Canal were
abundoned. and  shipping through  Aden  fell
precipitowsly. With independence, UK. aid and
military  expenditures were eut back. further
undermining the cconomy.

The P.D.RY.s cconomic life is divided sharply
between the uwrban and rural communities. Since
independence, many foreign residents have left Aden.
and many Yemenis have returned to the hinterland.
Nonctheless, Aden remains the center of economic
activity, based on its domination of the surviving
foreign trade and on its role as the commercial hub of
the surrounding  countryside. The rual economy
consists largely of subsistence farming by peasants and
grazing by nomadic tribesmen. Cotton is grown for
export in small arcas in the southwestern plains near
the coast.

With the diminution of its once flourishing trade
sector, Yemen (Aden) depends to an increasing extent
on agriculture and a small manufacturing sector for
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comntmanide few tewmrees with which 1o catry onl it

eronth covermment

|t.|~i|'4|¢‘\r|tvpuwl|l pl.m to comnert the connirs from o
senvicr-oticnted to o prosdne

on-orisnted coonomy
The evpansion of agrienltare i limited by the scareits
of atable land and of water Fhe countay 1 not elf-
safficient in any of ats Dasic lomd requirements. and
crop siclds luetuate barplys with variations in
rainfall. Political instabilits . an wnskilled Libior foree,
wl an unfaverable imestment climate Tor foreign
enteeprnears limit the chanees of developing new
idustries. The British Petroleum Company (BI1 ol
refiners in Aden. which processes imported crude,
acconnts for nearly three-fourths of the value of
industrial output.

The present govemment of Yemen (Aden. headed
by the National Front. subseribes {0 the general
concepts of Arab nationalism, anti-impeiadism. and
socialism. Maost indistries have been nationalized. as
wanresidential and  commercial  property in - the
summer of 1972 As o result, the flight of business and
of capital has been considerable, Tn keeping with its
Marxist orientation. the P.D.R.Y. receives most of its
military and economic assistance from the U.S.S.R.
and other Communist countries.

One factor in the failure to stabilize the economy:
has been the guerritla warfare that has persisted since
independence along the borders with Oman. Saudi
Arabia. and Yemen (San‘a’).' In November 1972,
under pressure from other Arab states, the two Yemens
officially agreed to unite. but opposition from tribal
and dissident groups in both countries, as well as
ideological differences with the more moderate Yemen

'For diacritics on place names see the list of names on the apron
of the Summary Map in the Country Profile chapter. the map itself,
and the map in this text.




S

Land Use and Economic Activity

Bl Oass 7] Nomadic herding
I Addtional cultwated Sand desert
Tand

Cotton Tobacco Olive ol processine
9

@ Grans i Petroleum refimng @ Fish processing
@runs H Coon factory A Shipbulding and repar

» >0

T Wakall

501759 573

(San’a’} government, will make achievement of unity
difficult at best. The economies of the two countries
are not complementary; the principal cconomic
advantages of the merger would appear to be the
saving of funds now spent on border warfare and the
improved prospects for increased foreign assistance if
peace prevails.

B. Structure of the economy

The ceconomy of the P.D.R.Y. is based largely on
entrepot trade and on financial, bunkering, and other
services offered at the port of Aden. Together these
activities contributed about a third of the estimated
$160 million gross national product (GNP)” a 1972.
Although they contributed a smaller share of GNP
before independence (about 25% in 1966), the GNP at
that time was almost double what it is now, and U.K.
military spending made up a large part of it
Production in Yemen (Aden) centers around small-
scale agriculture, fishing, and oil refining; combined,
these activities accounted for about one-third of the
1972 GNP. Local government expenditures made up
about a fifth of GNP, and most of the remainder was
accounted for by construction and transportation. One
of the major goals of the Three Year Development

. . © -
APPROVED FOR RELEASE: 2009/06/16: CIA-RDP01-00707R000200100020-3

FIGURE 1. Land use and economic
activity (U/OU)

Plan (FY72-74)% is the gradual transformation of the
cconomy from one based on services to one based on
production. (C)

1. Agriculture, fisheries, and forestry (U/OU)
a. Agriculture

Agriculture is severely limited by rugged tecrain and
meager water resources. The terrain consists of a
dissected narrow coastal plain. steep hills, rugged
mountains, and an extensive interior desert plain. Less
than half of the 500,000 acres of arable land is
cultivated, the amount varying with the annual
rainfall. Of the cultivated land, 80% is irrigated by
simple impoundment devices and most of the
remainder by wells. Under drought conditions. such as
those that prevailed in the 1969/70 crop year, the area
of cultivated land drops to as little as 150,000 acres,
and crop output suffers accordingly. Morcover,
agrarian reform legislation and the expropriation of
some land have set back farm production. Yemen
(Aden) is not self-sufficient in any of its basic foods:
the country often imports more than 50% of its grain
requirements.

*The year extends | April through 31 March and s
designated by the

rar in which it concludes.




Agtatian telortn Laws in 1968 and 1970 limited the
size of privatels owned acteage by a total of 180 aeres
per family for irtigated  Land and S actes Tt
nonirtigated land. The typical Taem size i cmastal
arcas s about 3 actes. although o few fatme are
Burger.® In the hilly arcas, faens avetage 1o 7 actes,
Before the agratian telorms. tonant Farming wae
common in the coastas cgions, wheteas most ol the
farmy in the interior higolands were worked by their
OWners.

Under the 1968 reform Taw, land in evees of
preseribed ceilings was sequestered by the state froon
private holdin s, from Land held in religious trust (the
wagf land), and from the holdings of Tormer sultans
and amirs. [ 19,0, this Land was made available to
farmers  through cooperatives, while  ownenhip
remained with the state. An estimated 63,000 acre
were distributed to about 19.000 families. T addition,
12 state farms were organized on public lind. The
government set up 15 agricultural cooperatives o
distribute seeds and  fertilizers. provide Tarm
machinery, and drill wells. The cooperatives have
been extended loans through the Yemen National
Bank, amounting to about YDO.5 million ¢(roughly
USSL.3 million) since its establishment in April 1970.

Most furmers follow age-old practices—with little
mechanization, little or no rotation of crops. and a
minimum use of fertilizers. Only a small portion of
cultivated land is double cropped. generally those
irrigated  from underground  water.  The
government has taken measures to stabilize
agricultural output. One of the objectives of the Three
Year Development Plan is to increase agricultural
production by about 20%. mainly by drilling wells,
constructing canals, and expanding existing irrigation
systems. The traditional form of irrigation consists in
the control and use of the rain and stream water that
occasionally floods some cf the valleys: earth banks
are constructed to divert the water to the fields.

Under the development plan. 85 new wells. have
been drilled. A bilateral agreement with the U.S.S.R.
provides for 20 more wells to be drilled and § flood-
control dams to be constructed, 5 of which are to be
completed by 1974, A nationwide agricultural survey
is underway, sponsored by the Kowait Fund for Arab
Economic Developrent (KFAED). The United
Nutions Development Program (UNDP) is sponsoring
an agricultural and hydrological survey of the Tuban
valley. Bilateral agreements have been concluded with
the U.S.S.R., East Germany, and the People’s

acres

*Before the enactment of the agrarian reform laws, some coastal
furms were over 1,000 acres in size.

Republic of Cliiine boi the cmpstimtion of agiicnlingal
worthdwgr in torai arcac aind the etabdichnmnt of an
agtienltural vearel dativm

by Major ctope—The wvaio? cropr v emllony.
wheat. iratles . <orghmin aind ot millete_amed ce<anw
Sotie Traite and vegelablex wad toluin are grmn
alwr. Cotton is the oniv v giomir Lo the eyjwt
mathet. Sorghume. millet. and etton geiwralls arv
growte on Hoobivigated fad . wheat. fivite. and
vegelubles are taivedd on Lol intigated Tn welle o
vnidergvound water ;

Cotton. meretls Tosg-<Laple. acconmnts lot onet -
third of the valie of output of the agricaltntal «vtor
and over one-half of the total valie of lscal eaprnte
Cotton s evported mainls (o Espope. Japan. and
India. The production of colton vatiee widels from
sear to vear dependitig on rainlall (Figuee 2 Ontpat
in the drought seat 1969 70 was abont 5200 tone
compated with 9200 tins the preveding seas. Ontput
has remained at the lower level fnvanse of continuing
advere weathes and destenetion of pan of the cnageln
pests. Governsient efforts o inerease cotton vields ot
acte through the expanded wse of fettilizers aned vt
control have not been effective Prsduction s
managed by govemment deselopment bvands, and
sinee Febrars 1972 the tesponsibilits for marketing
and export of cotton has been vested in o committes in
the Ministry of Agrienltare and Agtatian Reform
Farmers are paid o guaranteed price fised at the
beginning of cach season Profits realized by the
boueds after taves and other expenses are etuoed e
farmers in the form of dividends: lsses are borme by
the government boards.

Arnual production of grains, heavils dependent on
rainfall. dropped to abont 72000 tons in 1969 7000
1970:71 from a high of S6.000 tons in 1965 69, n
production currently meets less than 507 of domestic

requirements,

Yemen (Aden) produces about 10000 tons
annually of fruits and  vegetables, mainly dates,
bunanas. tomatoes. melons, pawpaws, lettuee, and
cabbage. Dates. the most important., are grown
primarily in Wadi  Hadhramaut in the Fiflth
Governorate. Althongh the output of some fruits and
vegetables  exceeds local  requitements, export s
hindered by inadequate marketing fuciliti— and poor
roads in the interior.

Production of tobacco. which is grown on a small
scale in the Fifth Governorate near Al Mukalla,
averaged 1300 tons a vear in the late 1960°< The
importance of tobaceo as a cash crop will be enhan ed
with the building of a cigarette manufacturing plant
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c. Forestry

There are no forests in Yemen, The natural
vegetation, consisting of scrub bushes, scattered trees,
and u meager amount of tough grass, serves primarily
for animal forage.

2. Fuels and power (C)
a. Fuels

Yemen has no commercially exploitable deposits of
liquid or solid fuels. Most rural communities use
animal dung as the primazy fuel. Exploration for oil
has been conducted by both U.S. and  Algerian
companies, bul’ no exploitable deposits have been
found. Petroleum is imported for the British Petroleum
Company refinery at Aden, and all but about 400,000
tons of the annual output of the refinery is exported.

The BP refinery (Figuie 1) accounts for 73% of the
value of industrial output. The Yemen (Aden)
government receives refining fees, income taxes, and
rental fees, as well as indirect benefits from the wages

and salaries and other business gencrated by the
refinery eperations. BP has agreed to a minimum
annual payment to the government of US$1.6 million.
Pavments l))' the rcfiner_v (lireclly to the government in
1971 totaled $4.4 million; total local cash outlay to the
Yemen (Aden) economy equaled $12 million.

The BP refinery, which has an ainual capacity of
8.9 million tons, processes crude oil from Iran, Kuwait,
Iraq, Qatar, and the United Arub Emirates (U.ALE.).
Products include fuel oil, kerosene, gasoline, and
butane. In 1971, major maintenance and overhaul

“required a slash in output of 50%, to about 3 million

tons (Figure 5). All but 7% of the cutput is exported.
Major markets are the United ‘Kingdom, Japan,
Australia, South Africa, and Thailand.

Aden’s flourishing bunker trade, one of the largest
outlets for refinery production, dropped drastically
after the Suez Canal was closed. Before June 1967
about 2.8 million long tons of the refinery’s output
and 1 million to 1.5 million long tons of imported fuels
were sold as ships’ fuel at Aden’s bunkering facilities.
Ship arrivals fell from about 500 to about 50 per
month between 1966 and 1968; and the bunker fuel
sold fell from an estimated 3,600,000 long tons in the
former year to 430,000 in the latter. The amount hus
increased only slightly since that time.

Distribution of refined oil products in the country
was taken over from foreign companies by the Yemen
National Oil Company (YNOC), established under
the government's Petroleum Board in 1969. The
YNOC has opened several new stations to sell oil
products and has expanded marketing operations

APPROVED FOR RELEASE: 2009/06/16: CIA-RDP01-00707R000200100020-3

throughout the country. In FYT1 the company
imported 140,000 tons of refined and other oil
products valued at USS4 million. Domestic sales in the

same year amounted to about $9.6 million.

The Petroleum Board represents the government in
the joint Yemen-Algerian  Petroleam Compuny
(YAPCO), established in 1968 with the Algerian
National Oil Company (SONATRACH) to carry out
oil exploration in Yemen (Aden). YAPCO began o
seismic survey in late 1970, but by mid-1972 had not
started deep drilling. The major part of the cost of
exploration, estimated at $10.4 million, will be borne
by SONATRACII.

b. Electric power

The principal consumers of cleetrie power in the
P.D.R.Y. are the petroleum refinery. the city of Aden,
and a few smaller urban areas. At the end of 1971,
estimated installed capacity  was about  128.000
kilowatts (kw.), of which more than three-fourths was
in or near Aden. Production duting the vear was ubou!
378 million kilowatt hours (kw.-hr.), less than 405 :0f
50 kw.-hr.

Control of Yemen's electric power industry is split
among the Aden  Electric Company (AEC), the
Ministry of Public Works and Communicaticns, and
British Petroleum ((BP). Fhe AEC is responsible for
government-owned electrie facilities. which” include

capacity. Per capita production was

the largest installation in the courtrv—the 56,180-kw.
Ra’s Medjuff powerplant.

All clectricity in Yemen is generated by thermal
powerplants, using oil and gas from the BP refinery. In
addition to the Ra's Hedjuff powerplant, important
facilities include the 22.500-kw. BP refinery
powerplant and an aggregate of 25,000 kw. in
powerplants formerly owned by the British armed
forces. The Ministry of Public Works and Com-
munications has a aumber of generating plants, the
two most important being the 13.200-kw. Khormaksar
and the 6,520-kw. At Tawahi powerplants, A 2.400-
kw. plant supplies local needs at Al Mukalla: Perim
Island has a 2,000-kw. powerplant; and smaller plants
of less thun 300 kw. are scattered in a number of
locations outside Aden.

Transmission and distzibution networks are small;
11 and 6.6 kilovolt (kv.) lines—both overhead and
underground—lead from individual powerplants to
nearby distribution points. Consumer current is 1 and
3 phase, 30 cveles, at 220 volts.

3. Metals and minerals (U/OU)

Comprehensive studies underway have revealed no
exploitable mineral resources in Yemen (Aden) except




Refinery areq, with tank farms on the left

Crude oil is piped to the refinery from
adjacent tanker unloading facilities

FIGURE 4. The British Petroleum
refinery at Aden, which had been
in operation since 1954 (U/OU)

-- -
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FIGURE 6. Maijor manufacturing output in the First

Governorate (Aden), where the country’s economic
activity is concentrated (U/OU)

Mukalla, the capital of the Fifth
Governorate, is to be completed by 1976 its cost of

provincial

about $34 million will be finunced by a long-term loan
from China.

5. Domestic trade (U/0U)

Aden has for centuries been a famous international
trading center and under British rule provided moderm
international commercial services as a leading free
port area. The country’'s outlying areas. on the other
hand. still follow the age-old traditions of the village
marketplace.  Since independence. Aden  has
continued to be the country’s major trading center,
although diminishing in importance as an interna-
tional port.

In Aden. the Central Wholesale Market regulates
the sale of nearly all agricultural products. Farm
produce is brought in daily from the area around
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Aden. Such trade has been reduced since independ-
ence by the departure of European customers and the
decline in ships trade, In addition to the Central
Wholesale Market, Aden has numerous specialty
shops offering European clothing and other luxury
goods as well as simple household goods, vardgoods,
and grocerices. .

The government has increased its controls over
domestic trade, and registration of both personal and
financial data by businessmen s now required by law.,
In 1970 the National Company for Home Trade was
estublished to act as the sole importer of motor
vehicles, of goods required by the government, and of
certain other items, including pharmaceunticals. soap,
powdered  milk. butter. building  materials, and
micliinery. At the sume time the
government set up the National Company for Foreign
Trade to handle the importation of « number of
consumer  goods, including sugar, tea. cigarettes,
wheat, and rice. Within the Ministry of Economy and
Industry, the Department of Home Trade administers
prices on all essential imported and locally produced
consumer goods at the wholesale and retail levels.
Profit markups for wholesalers wnd  retailers are
presently set at 5% (o 6% and 10%. respectively.
Because of higher internationai prices and higher
freight rates. the national trading companies and the
wholesule market have had to absorb some  cost
increases i order to prevent consumer prices from
increasing further.

agricultural

In villages and outlying urban conters such as Al
Mukalla. business and social ex hanges are carried out
in the suqgs. native shupping centers. Barter
transactions are common and dominate trade in the
hinterland. The rural cconomy probably has reverted
oven furtheri o barter trade after the loss of British
support payments to the Jocal rulers.

C. Economic policy and development
(u/0ou)
1. Policy

Begivving in late 1969, the government took steps
to organize the cconomy along socialist lines Many of
the country nationalized and

businesses  were
cooperatives were set up, particularly in agriculture
and fishing. The law effecting nationalization gave to
the public sector the primary leadership role in
building up the economy’s productive capacity. The
Economic Organization for the Public Sector was
established to control the public sector institutions
eperating nationalized businesses,
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Nationalized concerns include the National Bank of
Yemen. the Yemen National Ojl Company, the
National Insurance and Reinsurance Company, the
National Shipping  Company. and  the National
Dockyard Company. The National Jompany for
Foreign Trade handles the export business of all
nationalized coipanies.

a. Public finance

The national budget provides for the central
government and for cach of the governorates. exeept
the Fifth Governorate which has its own budget. The
public enterprises—Yemen Port Corporation. Public
Corporation for the Development of Fish Wealth,
Aden Electric Company, Aden Prblic Corporation for
Water,  Public Corporation for Salt. and Public
Corporation  for Cememt—have separate  budgets,
deriving revenues mainly from levies and commercial
activities. The nationalized companies are budgeted
in the separate budget of the Economic Orgunization
of the Public Sector. The separate budgets of the 135
cities and towns considered municipalitics, whose
revenues come from local taxes and funds transferred
from the national budget. are small and of little
importance.

The national budget covers current transactions and
some capital und development expenditures financed
from current revenues, Sinee independence, only small
amounts of current revenue have been used for
development  expenditures, Development  projects
financed by foreign aid under bilateral agreements are
not reflected in the budgetary accounts, except for
receipts from the sules of commodity aid.

The national budget is ineffective as an instrument
of fiscal policy. Since the decline in external receipts
beginning_in 1968, the budget has been drawn up in
two stages. monthly and vearly. Monthly allocations
are based on anticipated currerit revenue collections
and actual expenditures in thie previous fiscal vear.
The annual budget is not formulated until the actual
results are ifi for the first 9 months of the fiscal vear
which ends 31 March.

The Fifth Governorate prepares its annual budget
well before the beginning of the fiscal vear. Before
December 1976. the Fifth Governorate, which
includes part of the Hadhramaut and has a large
Bedouin  population, maintained  its own  customs
system, collecting duties on imports (except foodstuffs)
from the rest of the comntry. Such duties comprised
about 60% of the revenue of the governorate. In

*The distinction hetween capital and development expenditures
is one of amount: those in excess of YDI2.000 (about U
million) are classified s development expenditures.
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December 1970, the introduction of the general
import tarifl removed customs barriers between the
Fifth Governorate and the rest of the country. The
budget of this goverorate, however, remains separate,
although it is now subsidized from  the national
budget.

Domestic revenues of the national government
covered only about 10% of total expenditures before
1968, the remainder being covered lurgely by British
budget support payvments. Since that time. domestic
revenues have been inereased by additional taxes and
the introduction of u general import turiff. Revenues
now cover over 75% of total budg ed expenditures.
with the remainder coming from foreign uid and
government assets (Figure 7).

Indireet taxes, primarily import duties and excise
taxes, have become the largest source of government
revenues, accounting for about 405 of the total.

Dircet tases con
income and on wy

mainly of taxes on business
s and salaries. Although these tay
rates were raised in 1969, the substantial increase in
revenues realized in FY70 feli in £Y71 because
nationalization measures resulted in o drop in business
incomes and in wages. lmport duties alone accounted
for 28% of the total revenue in FYTI. the veur
following the introduction of the general  tariff.
Nontax revenues include receipts from the sale of
government properties. profits of the Yemen Curreney
Authority. departmental revenues. and miscellancous
receipts.

Government expenditures in °Y69 were cut by a
third from the FY68 level when British budget support
was  discontinued; development expenditures were
slashed  853% . while current expenditures dropped
about 25%. More:than halfl of the cutback was in
defense and security expenditures. but outlays for
health. education, public works. communications, and
pensions declined noticeably. In FYT1
expenditures were increased Lo cover costs of expanded
governament administration und greater expenditures
on education and  social serviens. Capital and
development expenditures financed from the current
budget average about 10% of the pre-1968 level and
are confined to minor projects und maintenance.

also

The treasury is responsible for exceuting  the
national budget and managing the cash resources of
the public sector. To finance government aperations,
the treasury is authorized to use not only budget
revenues but also holdings on account of the post
office savings fund. the persion fund. and other funds.
The treasury also may draw on advances from the
Currency Authority. Such advances. together with the
authority’s holdings of securities issued or guaranteed




FIGURE /. Government budget (U/OU)
(Millions of U.S. dollors)

Domestic tevenue:
Direct taxes
Inditect taxe:

Expenditures:
Current. .. ..., ...
Capital and development®
Fifth Governorate. ... ...

Total.
Surplus or deficit « -
External financing:

Foteign aid:*

United Kingdom

Domestic financing:
Changes in government deposits. net inctease -
Changes in government foteign assets inctease

na  Data riot availi ble.
*Excludes development espenditutes finanerd by fotrign sid

by the govermnment. s not exceed Y05 million
(USS13 milliom o1 35% of the avetage dometic
revenue during the previons 3 vean, whichever is
greater.

b. Monetary and banking institutions

The Yemen Curreney Authorits jsues the Yemeni
dinar.® manages external resenves, and ol
monetary stability and a sound finaacial and credit
structure in the countrs. The anthorits has ligmtal
supervisory poser ovet banks: sets cvilings on inten-t
rates: handles Bills of exchange. promison notes, and
treasury bills of shost-teem maturits ., and  holds
seeurities isued or goaranteed by the gosemment up
to USSLS3 million. Legistation i 1971 empowered the
authority 1o guarantee fnans and  insvestments
contracted by the government and 10 gram

No par valie as been establiched. all comserms in this chagter
are based on arate of YOU=UNS261 effertine 12 Januan 1952
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exerptiogial loans o meet th

tepitements of
the evonomy in tines of firanvial crisis g other
CeIgencies

fn Apel 19500 forcign duanking interats wene
excluded T Yemen (Adens and the Nationad Bank
ol Yemen became the conntes’s only banking
institution. The  National  Bank
branch banks in Aden and wsen othens i the majos

mainlaine swven
towns of the gvemorates Plans call for establiching
sevetal branch banks m oueal areas

c. Monelary policy

Siner Febtaans 19069 the Yemen Cugrenes Vathonty
has et cvilings on intenst tates, prosided loans
cotmmercial banks, aud discvanted commetcial paper
The interet tate on snvings depumits ot commencal
banhs bas been maintaned sinee 1969 a1 3% pet
annum, the range of intenst on Goe deposits has been
inereased o 3095 0 5% 10 2% 6% Ceilings o
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advance o finaner impotts were increased to between
SCand 90 from the previous 6 to 8 per annum.

The comtry’s money suppls tincloding time and
savings depaosits in banko contracted oetween 1967
and 1970 aUancaverage annual rte of 5%, reflecting
the Jeop decline i ceonomic activity and  the
re alting decline i net foreign assets. Beginning in
1970 ove sall liguidity incrcased by abont 154, and
money suppls alone tose by over S per sear. This
increare came partly from the new demand of the
public seetor enterprises and partly frong the rise in

domestic prices, patticularly  of imported  goods
Demand  deposits continued to decline in 1970 s

public preference for holding currenes incereased.

2, Development

Priet e independence. most economic derelopment
in Yemen cAden) was undertahen on an ad hoe basis,
sippotted by granis from the United Kingdom. Two
tudimentany development plans for Aden Colony and
the other states i the Fr Seration of South Arabia were
only partially implemented between 1960 and 1967,
After independence, o succession of  planning
organization: vinalle evolved in 1971 into the Central
Planning Commision, which drawe up short- and
long-term plans, evaluates projects, and supervises
theit implementation. 1t ney conclude bilateral
evonomic and techical ageements and prepare and
implesment UN. aid programs.

T Angust 1971 the Three Year Deselopment Plan
for FYT2.71 was drawn un encompassing both public

and private seeton and calling fora total investment
of about USS105 million. Beoad objectives of the plan
ate b incteass the GNP, o reotient the cconomy from
wivives to omduction. 1o increase employment
oppertanities. and to raise the standards of living in

tntal arras.

The plan gives transport and
wommunications, followed by agricnlture, fisheres,
and industry (Figare S) These secton acenant for aver
W eof the projectd investment. Of the planacd
investment, alwt 10% is o be financed from external
wrigreces, mainly  theoneh  bilatead  arrangenents
alteads established Shont 1859 of planned investment
is to come from profits of the nationalized sector, from
fowal sales o commundition receised nnder bilateral aid
agteerments, and from badiet alloe

ta the fint vear of the plan. available data suggess
o subntantial shostfall in actie insestment, primarily
becamse of bottlenechs during  preparation and
implementation of prajects Shipoteats of equip
fromn donor connities hase been Lite, and administra-
tve problems have hindesed the wtilization of hilateral

priority  to
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{in millions of US dollars)

INVESTMENT 105.2 FINANCING
by Sector
Social Services Private Sector
Public Utliities
Geological Surveys
Mineruls
External Sources
Transport &
Communications
Puhlic & Mixed
Corporations
Agricviture
& Fisherles
Government
industry

*includes US $6.9 million to be oblained in the
l form of commodities from biloteral sources.

l

FIGURE 8. Three Year Development Plan
(FY72-74) (U/OU)

aid. The main achievements so far have been in
roadbuilding and in establishing small-scale irrigation

projects.

3. Manpower

Manpower data are available only for the former
Colony of Aden. where the number of
ceonomically active hetween the ages of '3 and 63,
i.e.. the labor foree. was about 100.000 in 1963, By
1970 the labor foree had dropped to an estimated
75000, Before the British withdrawal. the Tabor foree
in Aden included a large number of workers from
Yemen (Saw'a’y as well as Indians, Somalis, and other

those

forcign nationals attracted by work opportunities.
Between 1965 and 1969, and especially after 1967, the
depressed economic conditions caused many foreign
workers to return home and many Yemeni laborers to

2o back to the Farms: still others—primarily owners of
small businesses—emigrated to Yemen (Sara’). where
the climate for private investment appeared more
attractive.

Estimates of the labor foree of the P.D.R.Y. place it
at about 300,000, These estimates. however. are only

rongh approximations. based on the ratio of the labor
force to population in Aden and extending it to the




rest of the country. In addition to those considered to
be on working age, many children are unpaid family
workers, for most of the people outside Aden are
engaged in subsistence agriculture or nomadic
herding.

Unemployment in Aden was estimated at about
25,000 in 1970. Underemployment also exists, s many
workers share the reduced volume of work.
Unemployment and underemployment are problems
in the rural arcas too, although scasonal shortages of
labor occur in some areas at harvest time.

Skilled labor is scarce, particularly in the
professional and technical groups. The illiteracy rate
of about 90% is one of the highest in the Middle East.
and the country has only about 16 secondary schools.
Few people have had the opportunity to acquire
technical skills, and training facilities are inadequate
to develop the skills needed to fill existing’/ job
openings. The Three Year Development Plan calls for
improved training  opportunities, scholarships  for
higher cducation, ‘and 9.000 additional jobs for

laborers and ¢ rvants. The government has not

FIGURE 9. Exporis and reexports by commodity, 1966-71
(Millions of U.S. dollars)

been able to move ahead on these plans because of
hudgetary constraints.

D. International economic relations
1. Foreign trade (C)

The P.D.R.Y. s foreign trade is shaped largely by the
-role of Aden as an entrepot, the presence of a British-
owned oil refinery, and bunkering activities. Transit
trade and reexports predominate, and petroleum
products are prominent both as imports wnd exports. A
large volume of unrecorded trade results from lack of
restrictions on the movement of people and goods in
parts of Aden. and consequently official recordings of
imports and exports are understated.. The trade
balance, even after taking into account this factor. has
shown a persistent deficit.

Petroleum products and ships” bunkering doininate
exports. traditionally accounting for ubout 0% of the
total. Exports of indigenous goods have been small,
representing only about 5% of the total of exports and
reexports (Figure 9). Cotton, the leading indigenous

(u/ou)
1971
(PRELIMI-
1967 1968 1969 1970 NARY)

1966
‘Petroleum exports:
Refined produets. ... .. 80.6
Ships bunker fuel oil. .. 58.3
Total 138.9
Nonpetroleum ‘exports:
Dried fish 1.2
1.9
Cottonseed. . . 0.4
Raw cotton. . 2.8
0.3
0.0
6.6
Nonpetroleum reexports:
Foodstuffs, bevernges, tobacco. . ............ 9.6
Hides and skins 2.1
Textiles. ... .. 3.3
Consumer durables. . .. .. 1.8
Ships’ stores* 1.4
investment goods**. . . . 1.
12.3 °
Total............. 2.5
Grand total exports and reexports. ............ 177.0

119,

*Goods sold to ships ealiing in Aden, mainly foodstuffs.
**Includes cement, iron and steel, trucks and buses, and constri
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uction and industrial machinery.
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export, has made up about half of the value of such
exports since 1967. Wide fluctuations in cotton output
and world market preference for types of cotton not
grown in Yemen (Aden) have precluded long-term
export contracts. Exports of dried fish are increasing
because of government sponsorship of investment in
the industry.

Aden as an entrepot has traditionally supported a
flourishing transit and reexport trade. Reexports
include foodstuffs, textiles, hides and skins, consumer

- durables, and machinery. Recorded reexports have

declined substantially since 1966. Part of the decline
since the second half of 1970 has resulted ‘from the
increasing use by Yemen (San’a’) of its own port of Al
Hudaydah. Other negative factors have been the
P.D.R.Y.'s introduction of a general tariff and the
change of Aden from a ‘ree port to a port with free
trade zones. Both measures created administrative
problems that have impeded the growth of free-zone
trade. Business in the free zones also has been limited
by tlie requirement that all transactions be conducted
in convertible currencies.

Imports of crude petroleum for the.refinery make up
more thar-a third of annual imports (Figure 10). Of
the nonpetroleum imports, foodstuffs account for 25%
to 30% and textiles 15%; machinery and appliances
and other manufactured products make up the
remaining imports. The quantity of nonpetroleum
imports that is retained and not reexported fluctuates
according to overall business conditions but has fallen
since 1966 (Figure 11). B

Major suppliers to Yemen (Aden) of crude
petroleum are” Iran, Kuwait, Irag, and Qatar. The
major markets for Yemen's petroleum products are the
United Kingdom, Japan, Thailand, Australia, and
South  Africa. Nonpetroleum products. come from
Western Europe, Japan, the countries of the Council
of Economic Mutual Assistance (CEMA), the People’s
Republic of China, India, and Hong Kong. The
principal markets for the indigenous exports and
reexports are Yemen (San‘a’), Japan, Somalia, India,
Sri Lanka, and Ethiopia. The geographical pattern of
trade since 1968 has changed little except for a gradual
increase in “the share of trade with the CEMA
countries and China, largely at the expense of the
United Kingdom (Figure 12).

The government has licensed imports and exports
since September 1969. Imports of crude petroleum, the
overland trade with Yemen (Sun'a’) and other
neighboring countries are exempt from licensing but
are subject to special provisions issued by the Ministry
of Ecoriomy and Industry. An annual import plan was
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first drawn up in May 1971, estublishing quotas for
several groups of imports. 1n practice, the plun has had
little or no impact as the quotas are flexible. Trade
with Isracl and Rhodesia are prohibited, as are imports
ofsame commodities. Foreign exchange received for
exports must be.sold to an authorized bank within 6
months after the shipment of goods.

The Foreign Exchange Committee  administers
exchange controls through authorized dealers. Ounly
the National Bank of Yemen is authorized to exchange
prescribed currencies (U.S. dollar, pound sterling,
French frane, Weést German Deutsche mark, Swi

frane, Belgian frane, Italian lira, Netherdunds guilder,
Swedish krona, and Canadian dollar). Other dealers in
forcign exchange are clussified as ordinary money
changers or as secondary dealers. The money changers,

whose principal business is the sale and purchase of

foreign exchange for their accounts or for the account
of the National Bank, are permitted to deal only in
currencies not on the preseribed  list. Secondary
dealers, such as hotels, travel bureaus, snd retail stores
sclling tourist goods are permitted to aceept payment
in foreign exchange from their customers, but they are
required to surrender their receipts in foreign exchange
to the National Bank within 1 day.

2. Balance of payments (U/OU)

Yemen (Aden) has experienced a current account
deficit each year since independence. Up until 1967,
large trade deficits were more than offset by net
receipts friin services and transfers. In 1968, the deficit
on current account reached USS$21 million. but it
dropped in 1969 to $4.2 million as transfers from
Yemenis working abroad increased. By 1971, the
current account deficit was back up-to $11.6 million.
mainly because of a growing trade deficit. The services
sector was much improved by a decline in the transfer
of profits abroad by the British Petroleum Company.
Transfers and inflows of capital equipment and
supplies from bilate 1l aid sources also increased. As
result the forcign assets of the monetary sector
increased by 88 million (Figure 13).

Oificial reserves are held almost entircly by the
Currency Authority. which is required to maintain a
50% backing of gold and convertible currencies for all
notes in circulation and other demand liabilities.
Government foreign assets were liquidated after 1968
to finance budget deficits. Total foreign assets of the
banking system at the end of March 1972 were equal
to about US$74 million, sufficient to cover
approximately 10 months of retained imports at the
1971 level. Total foreign assets at the end of the vears




FIGURE 10. imports by commodity, 1966-71 (U/OU)
(Millions of U.S. dollars)

' 1971
(PRELIMI-
1966 1967 1968 1969 1970 NARY)
Petroleum imports:
Crude oil 86.2 65.4 64.4 86.9 86.8 62.7
Refined products RS} 5.3 1.0 1.4 4.4
Total........ooiiieiiiiiial, 103.1 7.7 7.4 90.9 88.2 67.1
Nonpetroleum imports:
Foodstuffs, beverages, tobacco and other agri-
cultural produets...................... 39.0 .6 41.2 39.0 40.0 29,4
3.0 .8 2.9 3.1 3.7 3.0
3.9 7.7 5.6 9.6 7.7 3.0
4.4 3.9 4.0 3.8 5.6 2.7
Sugar. . 3.0 2.5 5.3 3.8 1.0 4.1
Coffee. . 2.2 1.0 1 0.7 0.4 0.5
Tea.. 2.4 3.0 3.0 3.4 2.8 1.7
Qat. . 3.3 3.0 3.6 3.4 3.3 2.4
Tobaceco. . 4.8 3.4 6.9 3.2 2.6
Hides and skins. .. 2.2 1.3 1.¢ 2.9 2.1 1.0
Oilseeds................ 1.9 1.6 1.6 1.6 0.9 0.7
Other* . 7.9 5.4 5.3 3.5 6.2 2.7
Textiles. . .. 21.0 17.8 25.0 26.5 18.4 15.3
" Consumer durables. . ...................... 11.6 1.7 4.9 4.4 3.0 2.4
Automuobiles 4.3 1.2 2.1 2.0 1.1 1.2
7.3 3.5 2.8 2.4 1.9 1.2
29.3 6.5 9.4 10.6 8.6 7.8
1.7 1.0 1.3 0.8 0.8 0.6
25.0 3.8 6.4 7.9 5.7 5.3
2.6 1.7 1.7 1.9 2.1 1.9
61.8 52.9 68.5 66.1 60.5 51.9
162.7 117.5 149.0 146.6
265.8 188.2 220.4

*Includes dried fish, pulses, wheat, beverages, gums, and resins.

**Includes sewing machines, radios, cameras and watches, washing machines, refrigerators, TV sets, electric-mechanical appliances,
heating equipment, and electric fans.

***Includes cement and iron and steel.

FIGURE 11. Value of nonpetroleum imports retained (u/ou)
(Estimates in millions of U.S. dollars)

1966 1967 1968 1969 1970 1971
Nonpetroleum imports 162.7 149.0 146.6 130.5 101.8
Adjustments*. .. ...l 0.0 -12.0 -11.7 8.1 7.8
Adjusted nonpetroleum importé ............... 162.7 134.9 138.6
Adjusted nonpetroleum reexports* .. .. .. .. .. .. 31.6 ! 43.8 49.3 40.2
Retained nonpetroleum imports............... 131.1 93.2 85.6 98.4 86.9

*Customs data have been adjusted to account for unrecorded trade and for overvaluations and undervaluations that are used by
traders to circumvent exchange control regulations.
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FIGURE 12. Direction of trade (C}

1967 through 1971 and the firt 3 months of 1972 were
as follows (in millions of U.S. dollar:

Decesupen Mancu
1967 1968 1969 1970 1971 1972
79.3 785 2.4 679 722 7.1

3. Forcign aid (S)

Since 1968 Yemen has concluded economic and
technical  cooperation agreements and  other loan
protocols with a total value of more than US$130
million. Of this total. abent $39 million has been
drawn, about a fourth of it from the Communist
countries. During this period. Communist countries
alone extendea eredits amonnting to $106 million, the
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rounding

major donor being the People's Republic of China.
LS aid between 1959 and 1971 totaled over $10
million. o sinee US FYT0 the United States has
estended aid valued at $2.6 million under the Food for
Peace program. NMultinational assistance, mosthy from
the United Nations. bas amomited to $9.1 million
sinee FY6 1L

Most of the ceonomic aid, particulary from the
Communist  countries, has been for constructing
fuctoties and roads or for technical assistance, Thus
far. the USSR D completed a fish procesing plant,
wells forirrigation. dame, and mantenanee workdops
for aricultural equipment. Projects completed or
undersany from other Commumst lenden include Heae
mills. roads and wells, and a0 geological sunes.




FIGURE 13. Balance of payments (U OU)
(Millions of U.S. dollors)
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**Debit entries cover tounem espenditutes abroad by Ve
*e*Expenditures of foreign embass
$Conas
tinetud
tHiEscluding SDR",

Communist  countries 1 ained in 1972 an
estimated 600 to 709 technician in Yemen (Aden)
implementing aid projects. The Langtest contingent was
from China, working on road comtruction.

Military aid extended 0 Yemen (Aden) through
mid-1972 totaled about $36 million in value. The
United Kinedom provided military equipment for the
countny’s indigenons ground forces until independ-
ence. Since that thne the Upited Kingdom  has
delivered a small number of jet trainer aircraft. the
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hanges 0 long.tesm assets held b3 the government

cost being covered by financial aid granted before
1968. The U.S.S.R. has supplicd to Yemen (Aden) the
bulk of its military equipment—about theee-fourths of
it by value. Soviet military aid has included fighter
and tramsport aireraft, light jet bombers. medinm
tanks, naval eraft, and helicopters. Hungary and East
Germany supplied small amounts of ground foree
equipment in 1972 Algeria presented a gift of arms
and qoartermaster supplies in 1968, valued at loss than
St million.
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SECRET

Glossary (u/ou)

ABBREVIATION Encrisu

Aden Electric Company

British Petroleum

Kuwait Fund for Arab Economic Development
People’s Democratic Republic of Yemen
Algerian National Oil Company

United Arab Emirates

Yemen Nutional Qil Company

Yemen-Algerian Petroleum Company
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