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ABSTRACT (3

The Yemen Arab Republic will continue importing food grains and feedstuffs
largely because of increasing demand and declining local production.

Prospects for expanding U.S. agricultural exports to YAR are promising. The
U.S. Export Enhancement Program and credit programs were instrumental in more
than tripling the value of U.S. agricultural exports between 1985 and 1987.

By 1991, wheat and flour imports may rise to 1.1-1.2 million tons from 821,000
‘tons in 1986, due mainly to increased gross domestic product from newly
discovered oil and increased consumer preference for wheat. The Yemeni market
could absorb a variety of other U.S. agricultural commodities, especially
high-value products, and processed foods.

Keywords: Yemen Arab Republic, agricultural production constraints, food
imports and U.S. share, wheat import projections.

ACKNOWLEDGMENTS

The author appreciates the helpful comments and assistance rendered by a
number of reviewers including Matt Shane, the late De Huu Vo, William Coyle,
Larry Deaton, Anwarul Hoque, John Parker, and Christine Bolling. The author
also thanks the individuals at the Ministry of Agriculture and Fisheries in
Sanaa, the Yemen Arab Republic, for supplying a great number of publications,
and recognizes the contributions made by Arthur Dommen who devoted many hours
to edit the early drafts, Lindsay Mann, Mary Maher and Thomas McDonald who

rendered a thorough final editorial review, and LaMoin Evans and Diane Woodard
for typing the final draft.

*
This report was réproduced for limited distribution to the research *
community outside the U.S. Department of Agriculture. %
‘ *

*

¥ % % % % %

***********************************

1301 New York Avenue, NW. )
Washington, DC 20005-4788 _ December 1988

WAITE MEMORIAL BOOK COLLECTION
DEPARTMENT OF AGRICULTURAL AND APPLIED ECONOMICE
232 CLASSROONM GFFICE BLDG. .
1594 BUFORD AVENUE, UNIVERSITY OF MINNESOTA
ST. PAUL, MINNESOTA 55108

iii



CONTENTS

Page

B 11111 = o v
Introduction.............. C ettt e e et eeetet st aeases bt ee e s eaeeenan 1
General ECONOMIC REVIGW. .. vuuttvuuneeennneennnnesneeeesneeeennnnnn, 2
The ECOMOMY .« . vttt et eneeeeeeeeesessesnsseeneenesessossesoensnssssss 2
Labor Migration and Remittances........cciutiiininrrereennnnnnnnnn 6
Balance Of Payments. ..ottt iitineeeeeeeeneeneseoeososoensssennsenas 8
External Debts. ...ttt ittt ittt teeeeeeeeneneneenns 9
Implications O0f 01l DiSCOVeIY . vttt vttt neeeeeenneeneoessenoenennns 12
Agricultural Sector......cviiiiieerroneenneeneennns s seeoeencnnaan 13
L07=3 a=-  I- 16
(08 =3 o 03 oo « - 2 17
Fruits and Vegetables. ..ottt n ittt neeneeeeeeenoenononessonosanes 18
CLIVESEOCK. tt it e et e et et e, 19
Constraints To Agricultural Development..........oieeeeeenneeeennnnnn 23
Availability Of Water. ..ottt ntiieeeeeeeeeeeneoseeeeeeeoonnnnas 23
Fragmentation of Land HOLAingS. ... .ve ittt ii e eeeeeeooenoeeneennns 24
Land Tenure and ShareCr o P Ping .« v v vttt it eeeeeeeeoesoeasoeeenoennn 26
Labor Shortage and the Mechanization of the Agricultural Sector....26
Agricultural Marketing and Storage FacilitiesS.......eeeeeeeroeennnn 26
Agricultural Research and EXtension Service........eeeeeeeeeeeeeess 28

J Q08 oo =4 o W 5 o=« (- AU 29
113 T ot o 29
by ¢ o ol 2 32
Major Agricultural ImPOrtS. ... eerieeeieeneeeneeneeeneasoooennenas 33
U.S. Agricultural Exports and Major Competitors..........ceeeeeee... 36
Import Demand For Wheat and Projections to 1991.........cc00veevuennn 45
Wheat Import Demand and its Explanatory Factors.............cceee.. 45
Projection Assumptions on Explanatory Factors............eeeeeooon. 45
Projection Scenarios For Wheat Import Demand...........cceeeeeeanns 47
Projection Results to the Year 1991.........0ttiinnnenereennnnnnnnn 48
COMCIUSIOMS . v vt vttt ettt ettt tteeeeeeeeeeeeeeeenensonnnnennnnnnennnnns 50
Ref NS . . ittt ittt ittt ittt ettt enennteeneneseeeeeseseeeesseeaans 51
Appendix: Model Estimation and Forecasting.........eeeveieennnnnnnn. 58

iv




SUMMARY

The Yemen Arab Republic (Yemen) will continue importing food grains and
feedstuffs largely because of increasing demand and declining local
production. Prospects for expanding U.S. agricultural exports to Yemen are
promising. The U.S. Export Enhancement Program and credit programs were
instrumental in more than tripling the value of U.S. agricultural exports
between 1985 and 1987. By 1991, wheat and flour imports may rise to 1.1-1.2
million tons from 821,000 tons in 1986, due mainly to increased gross domestic
product from newly discovered oil and increased consumer preference for

wheat. The Yemeni market could absorb a variety of other U.S. agricultural
commodities, especially high-value products and processed foods.

Since 1973, 1.4 million labor migrants have provided Yemen with foreign
exchange, helping spur economic growth. Manufacturing, construction, and
government service sectors have recorded impressive real growth rates during
the 1970's and early 1980's. Migration, which lowered the availability of
farm labor, has bid up farm wages. Higher income has increased demand for
fruits and vegetables and shifted demand from the inferior cereals, such as
sorghum and millet, to wheat and rice. Due to constraints in the local
setting of Yemen's agricultural sector, any substantial increase in wheat
production is limited by low net returns, low productivity, lack of government
financial support, and the availability of imported wheat at world competitive
prices. Prices of wheat in international markets are two to three times
cheaper than the domestic crop. The gap between production and consumption of
wheat will widen, and more wheat will be needed to cover domestic demand. 1In
1986, for example, Yemen's wheat imports accounted for 93 percent of total
consumption.

Yemen's other agricultural imports consist of feedstuffs, beef, poultry
products, sugar, vegetables, fruits, milk, dairy products, and edible oils.
Following an import substitution policy of imposing a ban on imports of fresh
vegetables and fruits in 1982, and of poultry products in 1985, domestic
production of these commodities has improved, with promising prospects for
reaching self-sufficiency.

The most significant economic variables which determine the import demand for
wheat include own border price, gross domestic products, floating exchange
rate, fixed exchange rate, and consumer preference index for wheat. I used a
model to forecast the import demand for wheat and wheat flour by 1991 in six
different scenarios. All six scenarios forecast a substantial increase in
wheat imports in Yemen. The most likely scenarios indicate a significant rise
for wheat from the 1986 level of 821,570 tons to between 1.1 and 1.2 million
metric tons by 1991. These estimates represent an average annual import
growth rate of 4.3 and 6.9 percent, respectively, and are within the realm of
possible per capita consumption rates, ranging between 160 and 180 kilograms
of unmilled wheat per person.
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The Yemen Arab Republic
An Export Market Profile

Fawzi A. Taha

INTRODUCTION

In December 1987, the Yemen Arab Republic Yemen (referred to as Yemen) emerged
as a new oil-exporting country in the Arabian Peninsula. The construction of
a 225-mile oil pipeline from Marib to Salif on the Red Sea was completed ahead
of schedule in early 1988. Foreign exchange revenues from crude oil exports
could reach $1 billion in 1991. O0il export earnings will improve the
country's financial situation, enhance its prospects for strong economic
growth and development, and make it a potential market for increased U.S.
agricultural exports. 1In 1985, Yemen's food imports were $336 million, with
food from the United States accounting for $15 million. 1In 1987, Yemen's
imports from the United States increased sharply to more than $53 million.
Yet, there are ample opportunities for U.S. exporters and Yemeni importers to
increase the volume of trade.

(:;;;s report reviews recent trends in Yemen's general economy, financial

situation, balance of payments, international reserves, external debts, and
other economic changes. The report also evaluates the country's agricultural
sector, showing production trends in cereals, other crops, vegetables, fruits,
and livestock, and discusses constraints to further development. Trends in
foreign trade, composition of imports and exports and their value and volume,
and the suppliers of major imported food commodities are appraised. This
report also identifies and analyzes the determinants of the country's import
demand for wheat and wheat flour, the major food grain imports of Yemen, and
projects their volumes to 199{3

Yemen expects o0il export revenues to strengthen its economy and to allow it to
diversify investments to the various sectors of its economy. However,
restructuring the agricultural sector will take several years. The oil
exports will increase export earnings and enable Yemen to significantly
increase imports.

U.S. agricultural exports could be expanded if American firms diversify export
items; concentrate on shipping high-value commodities including dairy
products, meats, and processed foods; and increase current shipments of wheat,
rice, and feedstuffs. '



GENERAL ECONOMIC REVIEW

In 1962, a revolution erupted in Sanaa, North Yemen, to overthrow the
monarchist regime and establish the Yemen Arab Republic (Yemen). Yemen is
basically a free enterprise state in direct contrast to the socialist People's
Democratic Republic of Yemen on the southern shore of the Arabian Peninsula.

The Economy

Since the revolution, Yemen's economy has undergone substantial structural

change, moving from a basically traditional economy with a subsistence

agricultural system to a multifaceted diversified economy with relatively ‘
modern institutions. During the seventies, gross domestic product (GDP) grew

at an annual average of nearly 9 percent after adjusting for inflation

(57).1/ This rapid economic growth resulted from the substantial flow of

remittances of migrant Yemeni workers and the financial assistance received

from a number of bilateral and multilateral sources, especially from the l
neighboring oil-producing countries in the Middle East. ‘

Economic growth has slowed in recent years. Yemen's GDP growth rate declined
to 1.7 percent in 1983 and improved slightly to 2.3 percent in 1984. The
lower growth rate reflected a slowdown in the economies of neighboring Arab
oil-producing countries as a result of depressed international oil prices,
with a consequent sharp drop in the transfer of private remittances (money
sent to relatives by Yemeni citizens working in other countries), development
assistance, and official grants. 1In 1985, the GDP growth rate rose to 4.2
percent and to an estimated 4.5 percent in 1986, after adjusting for
inflation, due to slightly improved economic conditions in the Middle East
(31). Per capita GDP at market prices was $430 in 1986.

The private sector, largely financed by worker remittances from employment in
other countries, has traditionally accounted for the bulk of economic
activity. The public sector has concentrated on expanding the country's
infrastructure and social services, including roads, electricity, water and
sewage, telecommunications, and housing. Foreign loans and grants have helped
finance govzrnment programs.

Agriculture is the leading economic sector, employing about 75 percent of the
resident laborforce (tables 1 and 2). However, agriculture's contribution to
GDP, at current prices, fell from 53 percent in 1970/71 (23) to 41 percent in
1975/76, and to an estimated 34 percent in 1985.2/

Government is crucial in providing services and employment for many citizens.
Government expenditures increased dramatically from $112 million in 1975/76,
about 10 percent of GDP, to $567 million in 1985, or 15 percent of GDP. 1In
the private sector, the largest growth was in the financial sector, expanding
from $11 million to an estimated $127 million during the same period.
Wholesale and retail trade, manufacturing, construction, and transportation
and communications also performed well.

1/ Underscored numbers in parentheses refer to citations in the References
section. :

2/ Starting in 1980, Yemen's statistical data were changed to a calendar
year basis.




Table 1--Gross domestic product by economic sector in Yemen

Sector 1975776 1981 1982 1983 1984 1985 1/

Million US § 2/

Agriculture, forestry,

and fishing 441 808 1,104 1,146 1,174 1,251
l Mining and quarrying 7 34 37 42 40 38
! Manufacturing 56 180 229 275 266 259
‘ Electricity and water 4 26 30 38 43 40
: Construction 52 241 266 275 257 241
L Housing and business
' services 45 124 150 166 155 143
, Wholesale and
‘ retail trade 208 449 483 505 458 522
Transportation and
communication 33 109 134 146 134 133
Financial services 11 90 80 98 111 127
Other private services 3/ 26 64 76 80 75 78
Government services 112 438 657 690 598 567
Less—accounted-for
banking services -10 -46 =54 -57 -76 -101
GDP at factor cost 986 2,517 3,192 3,403 3,235 3,297
Customs duties 86 358 404 - 485 399 396
GDP at market prices 1,072 2,875 3,595 3,888 3,634 3,693

1/ Preliminary.

2/ Converted at YR4.56=US$1 through 1983, YR5.31=US$1 for 1984, and
YR6.42=US$1 for 1985.

3/ Include services of restaurants and hotels, community, social and
personal services, and private nonprofit services to households.

Sources: (33, 74).




Table 2--Contribution to Yemen's gross domestic product by economic sectors

Sector | 1975776 1981 1982 1983 1984 1985 1/

Percent

Agriculture, forestry,

and fishing 41.1 28.1 30.7 29.5 32.3 33.9
Mining and quarrying 7 1.2 1.0 1.1 1.1 1.0
Manufacturing 5.3 6.3 6.4 7.1 7.3 7.0
Electricity and water 3 .9 .8 1.0 1.2 1.1
Construction 4.8 8.4 7.4 7.1 7.1 6.5
Housing and business

services 4.2 4.3 4.2 4.3 4.3 3.9
"Wholesale and '

retail trade 19.4 15.6 13.4 13.0 12.6 14.1
Transportation and

communication 3.1 3.8 3.7 3.8 3.7 3.6
Financial services 1.0 3.1 2.2 2.5 3.1 3.4
Other private services 2/ 2.5 2.2 2.1 2.1 2.1 2.1
Government services 10.4 15.2 18.3 17.7 16.5 15.4
Less-accounted-for

banking services -.9 -1.6 -1.5 -1.5 -2.1 -2.7
GDP at factor cost 91.9 87.5 88.8 87.5 89.0 89.3
Customs duties 8.1 12.5 11.2 12.5 11.0 10.7
GDP at market prices 100.0 100.0 100.0 100.0 100.0 100.0

1/ Preliminary.
2/ Include services of restaurants and hotels, community, social and
personal services, and private nonprofit services to households.

Sources: (33, 74).




Industrial manufacturing output is mainly from small- to medium-sized
private-enterprise factories, but cement plants and textile mills are
government-owned. Manufacturing depends largely on imported capital and raw
material. Food industries include grain mills, bakeries, confectioneries,
soft drink bottlers, canneries, and edible-oil mills.

Government policies encourage domestic and foreign private investments in
local production of crops that substitute for imports. The Investment Law of
1975 exempts or reduces duty on the imports of capital goods and raw materials
and allows repatriation of capital and profits. Special provisions favor
industries that could contribute high-value-added products and those that
could use local raw materials. However, further development of Yemen's
industries faces constraints, including limited raw materials, shortages of
technically skilled labor, and strong competition from international markets
(42).

Population

The size of Yemen's population is debatable. In 1986, the official government
estimate was 9.3 million, including a number of migrant workers living outside
the country. The Bureau of the Census, U.S. Department of Commerce, estimate
is 6.4 million, based on the 1975 census. The World Bank estimate is 7.2
million, with a 2.8-percent annual growth rate. The Population Reference
Bureau in Washington, DC, estimates 6.5 million people, with a 3.4-percent
growth rate (44, 60), but their estimate is based on census data. This study
uses the U.S. Census estimate.

Yemen's population is concentrated in many small rural villages and in a few
rapidly growing urban centers. The largest cities include the capital, Sanaa,
with a population of 427,150 in 1986, Taiz (178,043), and Hodeidah (155,110),
(14).

The Currency

Yemen has a three-tier exchange rate system: the Central Bank rate, the
commercial banks' rate, and the money changers', or free market, rate. Before
1971, the value of the Yemeni riyal (YR) was determined in the free market,
fluctuating up and down according to demand and supply. In 1971, the Central
Bank established the riyal's exchange rate at YRS=US$1. On February 23, 1973,
the Central Bank appreciated the riyal value to YR4.56=US$1 and pegged it to
the exchange rate of the U.S. dollar (Us$). 1In 1984, the riyal depreciated
several times ending the year at 30 percent below the rate of YR4.56=US$l. 1In
February 1985, the riyal was further depreciated to YR6.5, and in January 1986
it fell to YR7.25. 1In June 1988, the rate was YR8.99=US$1 (31). The
cumulative depreciation between 1984 and 1986 was 50 percent in nominal terms,
very near the 52-percent rate in real terms.

Commercial banks were allowed to buy or sell riyals at rates within a 1-
percent margin above or below the Central Bank's rate. 1In 1983, however, this
margin was increased to 2.5 percent due to the widening spread between the
official and the informal market exchange rates. From 1983 to 1986, the
commercial banks' exchange rate was depreciated by a cumulative 63 percent in
nominal terms against the U.S. dollar.

Oover the same period, the free-market exchange rate also declined against the
U.S. dollar and other major currencies. In the summer of 1986, Sanaa
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money changers traded the riyal at YR14=US$1 and in November 1986 at about
YR12=US$1.

The depreciation of the riyal was basically a result of foreign exchange
shortages because of a lower inflow of worker remittances and foreign aid and
government policies to control the deteriorating balance of payments.

Inflation

A high growth rate of the money supply and government regulations to control
imports by allocating foreign exchange contributed to an accelerated rate of
inflation and further pressure on the exchange rate.

The restriction of food imports and lagging domestic supplies when food demand
was rising caused a substantial rise in the prices of food and many other
consumer goods. Inflation rose to 27.2 percent in 1985 from 12.8 percent in
1984, 5.3 percent in 1983, and only 2.7 percent in 1982. Inflation was nearly
30 percent by 1986 and declined slightly to about 22 percent in 1987.

Labor Migration and Remittances

Yemenis have migrated on a temporary basis to work abroad over the centuries,
but remained in close contact with their families (42). The growing economies
of Saudi Arabia and other oil-producing countries of the Middle East,
resulting from the 1973 quadrupling of oil prices, provided attractive
employment opportunities to many Yemenis. Recent data indicate that the
number of Yemeni migrants was 1,234,000 in 1975, 1,394,778 in 1981, but down
to 1,168,199 in 1986 (74). The recent decrease resulted from the slowdown of
economic activities associated with declining oil prices, especially in Saudi
Arabia, and increasing competition faced by Yemeni workers from expatriate
workers of other nationalities.

No data are available on the distribution and earnings of migrants. However,
migrant workers support their families by sending part of their income in the
form of remittances. This income helped dramatically improve the living
standard of Yemenis and enabled the demand for food and other goods to
increase. Yemen's demand for food items is rising faster than the productive
capacity.

Remittance inflows from Yemenis working abroad have been the largest source of

foreign exchange. In the 1970's, recorded remittances increased sharply from

US $123.6 million in 1972/73 to a peak of US $1,392 million in 1977/78. Over

the following 3 years, remittances were stable, fell by 36 percent in 1981 to

US $987.6 million, then rose to US $1,191.4 million, or about 21 percent, in |
1982. After a slight increase of about 4 percent in 1983, remittances dropped ;
to an estimated US $600 million in 1986 (table 3). Remittances accounted for 1
about 50 percent of the country's GDP during 1973-80, averaging US $900 !
million annually at current nominal prices (68). Their contribution declined

to 33 percent in 1982-83 and to 19 percent in 1986.

These figures represented official remittances as reported by the Central Bank
of Yemen, but substantial amounts enter the country in the form of goods,
including cars, trucks, capital equipment, and consumer goods. Considerable
amounts of unaccounted remittances enter through the Saudi Arabian border or
are taken to Yemen and saved in Saudi riyals, a more negotiable currency than
the Yemeni riyal.




The decline in the official transfer of remittances is partially due to
fewer workers and lower wages, but mostly because of Government
restrictions on import licensing and foreign exchange imposed in 1983.
These restrictions have probably contributed indirectly to a decreasing
inflow of remittances as workers bring more and more of their savings in
imported goods and cash, trading them in the free market at prices
considerably above the official exchange rate.

The labor migration of the seventies and eighties instigated widespread
social and economic changes throughout the country. The flow of
remittances has improved Yemen's financial position, providing the
government with foreign exchange to secure plans for the country's
economic development. The remittances also helped the economy to
flourish, as migrants returned and used their savings to construct or
~ improve their homes, to establish a business, or to make a living in
Yemen.

But, migration has decreased available agricultural labor and bid up farm
wages, causing the abandonment of marginal lands and the deterioration of
some terraces. In addition to rising production costs, inflation rose as
demand for food and consumer goods exceeded Yemen's productive capacity.

As a result, imports increased, and farmers faced stiff competition from

imported foods, especially food grains.

Table 3--Inflow of remittances to Yemen

Year Remittances to Yemen
Million YR Million US$

1972/73 563.60 123.60
1973/74 594.60 130.40
1974775 1,013.00 225.10
1975776 2,363.30 525.20
19767177 4,561.20 1,013.60
1977778 6,350.70 1,392.30
1978/79 5,595.00 1,243.30
1979/80 6,118.40 1,359.60
1980 1/ 4,935.80 1,340.80
1981 4,444 .20 987.60
1982 5,360.20 1,191.40
1983 5,600.70 1,244.40
1984 5,666.20 1,067.00
1985 6,020.80 809.20
1986 2/ 5,867.20 600.00

1/ Starting in 1980, Yemen's statistical data were changed to
calendar year basis. ’
2/ Preliminary.

Source: (74).




Balance of Payments

In the seventies, the rise in the level of remittances and grants in absolute
terms was more than the increase in the trade deficit and the private transfer
payments for foreigners working in Yemen. Thus, the Central Bank accumulated
a large foreign exchange surplus. Yemen's external payments position was
strong, contributing to surpluses in the current account balance and the
balance of payments. For example, the current account balance amounted to US
$68.2 million in 1974/75 and increased to US $276.4 million in 1977778, while
the balance of payments increased from US $116.9 million to a record US $363.2
million.

The improvement and modernization of port facilities, terminals, highways, and
telecommunications in the midseventies helped Yemen absorb a rising volume of
imports. For example, imports rose from US $258.5 million in 1974/75, in real
dollars, to US $1,546 million in 1979/80 (59). This rapid increase exceeded
the available sources of .foreign exchange, and by the end of 1979780, Yemen
incurred its first trade deficit, totaling US $147.7 million. Remittances
grew slightly to US $1,359 million by 1979/80, but imports rose sharply to US
$1,546 million. Official government transfers also dropped sharply to US
$111.5 million, mainly because grants and loans from other countries declined.

Yemen's total exports have traditionally been very small. From US $12.9
million in 1974/75, exports dropped to US $7.1 million in 1978/79 and US $4.9
million in 1982. Exports have since rebounded to US $14 million in 1986.
Surpluses in the capital account from foreign exchange helped compensate for
the deficit in the current account, but not enough to offset a deficit balance
of payments. Yemen's overall balance of payments dropped to US $310.5 million
in 1982, about 9 percent of GDP, before improving to an estimated $51-million
surplus in 1986, about 2 percent of GDP.

At the end of 1983, Yemen issued new policies to control the deteriorating
balance of payments. Yemen floated the riyal (which was pegged to the dollar
at a fixed rate) to reflect its market value, imposed import licensing to
scrutinize the volume of imports, and banned imports of some food items. The
Central Bank also suspended the sale of foreign exchange and allowed the
commercial banks to purchase foreign exchange from the money changers in the
free market, at substantially higher prices than the official exchange rate,
to finance imports. Importers with foreign exchange bank accounts could not
use their deposits for external trade, except with special permission from the
Central Bank. 3/

These policies and declining commodity prices in international markets

decreased the value of Yemen's imports by 22 percent from nearly US $1.4 I
billion to US $1.1 billion and reduced the balance of payments deficit to US
$161 million in 1985 (table 4). 1In 1986, imports dropped 34 percent below the
1985 level. Yemen's imports declined mainly because of a substantial drop in
the international price of oil and reduced oil imports as locally refined
petroleum products from domestic oil became available in 1986. The decline in
the services account and the net unpaid transfers more than offset the
decrease in the value of imports and resulted in an estimated balance of
payments surplus of $51 million in 1986 for the first time since 1978/79 (33).

3/ In February 1984, this policy was abolished so that merchants could use
their foreign currency accounts to finance imports if their accounts were
available before August 1983 (32).
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International Reserves

Total reserves at the Central Bank of Yemen declined substantially from about
US $1.28 billion at the end of 1980 to US $296.8 million in 1985. The decline
was mainly due to the substantial balance of payments deficit, especially
between 1981-83. Government policies of import licensing and foreign exchange
allocation decreased the value of imports and the balance of payments deficits
and increased the country's foreign exchange reserves. Yemen's reserves
rebounded sharply to US $431.7 million in 1986, and rose to $539.5 million by
the end of 1987 (31).

External Debts

At the end of 1985, Yemen's external public debt totaled US $1,867.8 million,
more than double that of 1980 (table 5). Several bilateral and multilateral
agreements were signed with the Government of Yemen to provide loans for
specific development projects, including the transportation system, the
agricultural sector, government institutions, water supply, health, and
education. Bilateral loans are the major share of Yemen's outstanding debt,
accounting for about 74 percent, followed by multilateral creditors accounting
for nearly 25 percent and private creditors accounting for less than 1 percent.

As of September 1986, the share of bilateral creditors in the outstanding
debts increased to US $1,687 million, or 77 percent of all outstanding
disbursed debts. Major bilateral creditors include the Soviet Union which
provided US $855 million, about 50 percent, Saudi Arabia at 15 percent, Iraq
11 percent, Kuwait 8 percent, and the People's Republic of China 5.9 percent.
The United States accounted for $6 million, or only 0.36 percent (6).

Yemen's multilateral loans originated mainly from the International
Development Association, which provided US $229.3 million, 48 percent of total
outstanding disbursed loans at the end of 1985 (table 5). Other loans came
from the Arab Fund for Economic and Social Development, the Arab Monetary '
Fund, the Organization of Petroleum Exporting Countries (OPEC) Fund, and the
International Fund for Agricultural Development.

Debt Service

Yemen's debt service payments are very small, mainly because the largest
proportion of loans originated from the Soviet Union, China, and some Middle
East countries, and are mostly interest-free. Debt service is the ratio of
principal and interest to current account receipts, which include exports of
goods and services and unrequited transfers. Also, most loans from Western
European countries carry low interest rates from 0.75 percent to 2.5 percent.
Some loans from oil-producing countries, in the Middle East, especially Saudi
Arabia, were converted into grants.

The external public debt service rate was 4 percent in 1981, dropping to 2.7
percent and 2.1 percent in 1982 and 1983, but increasing to 5.9 percent in
1985 (table 6). Negotiations between Yemen and its major creditors succeeded
in rescheduling all principal and interest payments due in 1986-88. However,
debt-servicing rose to 11.4 percent in 1986 as Yemen's current account
receipts declined 13 percent from US $1,125 million in 1985 to US $996 million
in 1986. Yemen's debt service ratio is expected to improve, mainly because of
the anticipated improvement in current account balance from oil exports.




Table 4--Yemen's balance of payments

Item _ 1981 . 1982 1983 1984 1985 1986 1/

Million US § 2/

Trade balance -1,737.9 -1,947.5 -1,786.2 -1,404.7 -1,097.9 -718.0
Exports, f.o.b. 10.5 4.9 9.8 9.0 8.2 14.0
Imports, f.o0.b. 3/ -1,748.4 -1,952.4 -1,796.0 -1,413.7 -1,106.1 -732.0

Government 4/ -364.1 -521.1 -436.0 -298.7 -251.2 -185.0
Private -1,384.3 -1,431.3 -1,360.0 -1,115.0 -854.9 -=547.0
Petroleum products 5/ -270.4 -215.3 -203.9 -205.2 -198.3 -120.0

Services (net) -51.5 -37.3 -51.5 -40.0 -56.0 -73.0

Receipts 357.0 338.2 299.6 248.7 204.7 167.0
Government 111.5 86.4 60.4 40.1 38.6 52.0
Private 245.5 251.8 239.2 202.8 150.5 100.0

Payments -408.5 -375.5 -351.1 -288.7 -260.7 -240.0
Government -79.8 -93.8 -70.4 -59.5 =51.4 -107.0
Interest -10.6 -10.6 -12.4 -15.7 -18.8 -47.0

Private -328.7 -281.7 -280.7 =229.2 -209.3 -133.0

Unrequited transfers (met) 1,125.1 1,392.7 1,293.1 1,137.3 850.2 740.0

Receipts 1,324.4 1,660.1 1,433.8 1,210.4 912.0 815.0
Governemnt 336.8 468.7 189.4 143.4 102.8 215.0
Private 987.6 1,191.4 1,244.4 1,067.0 809.2 600.0

Payments (private) : =-199.3 -267.4 -140.7 -73.1 -61.8 -75.0

Current account -664.3 -592.1 -544.6 -307.4 -303.7 -51.0

Nonmonetary capital 309.1 192.9 272.0 103.2 132.2 102.0
Drawings on loans 262.1 231.8 234.3 214.5 167.4 130.0
Repayments of loans -57.5 -43.8 -23.6 -63.7 -48.0 -67.0
Suppliers' credit - - - - - 50.0
Other 6/ 104.5 4.9 71.8 -47.6 12.8 -

Net errors and omissions 7/ 94.6 88.7 56.2 82.9 10.4 -

Overall balance -260.6 -310.5 -216.4 -121.3 -161.1 51.0

Monetary movements (increase

in assets) 260.6 310.5 216.4 121.6 161.1 -51.0
Central Bank net foreign assets 331.6 407.1 226.0 -26.4 -22.9 -
Valuation adjustments -72.0 -42.9 8.0 106.3 70.6 -
Commercial banks' net

foreign assets 1.0 -53.7 -17.6 41.4 113.4 -

— = Less than US $0.05 million. (Not available for 1986 estimates).
1/ Estimate.
. 2/ Converted at YR4.5 = US $1 through 1983 and YR5.31=US $1 in 1984. For transactions

concluded with the Commercial Bank of Yemen, the exchange rate was YR6.42 =US $1 in 1985 and
YR7.398=US $1 in 1986. For transactions concluded with the commercial banks, the exchange
rate was YR7.44=US $1 in 1985 and YR9.31=US $1 in 1986.

3/ f.o.b.= Free on board.

i/ Government import figures include some government services payments.

5/ Excludes liquified petroleum gas.

Q/ Includes direct investments, private short—term loans, and portfolio investments.

Z/ Includes some private trade credit and some imports financed by returning migrants.

Sources: (6, 74).
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Table 5--Yemen's external public debt to creditors

Debts and creditors 1975 1980 1981 1982 1983 1984 1985
Million US $
Debt outstanding and disbursed 244,2 899.6 1,116.8 1,311.8 1,573.9 1,688.4 1,867.8
Official creditors 240.3 874.1 1,094.4 1,291.4 1,555.7 1,674.6 1,854.7
Multilateral 21.6 168.3 212.6 278.5 318.7 373.2 478.0
International Bank for
Reconstruction and Development 0 0 0 0 0 0 0
International Development 8.2 101.0 119.3 137.5 159.5 193.0 229.3
Association
Bilateral 218.8 705.8 881.8 1,012.9 1,237.0 1,301.3 1,376.7
Private creditors 3.8 25.5 22.4 20.4 18.2 13.8 13.1
Suppliers 3.8 10.2 8.8 7.2 7.1 4,2 2.9
Financial markets 0 15.3 13.6 13.2 11.1 9.6 10.2

Source: (61).



Table 6---Yemen's external debt service

Debt services Total debt Current account Debt service
Year Principal Interest service receipts 1/ ratio 2/
—————— Million US § 3/ - - — - = - — - — Percent
Actual:
1981 57.5 10.6 68.1 1,692.0 4.0
1982 43.8 10.6 54.4 2,003.1 2.7
1983 23.6 12.4 36.0 1,743.2 2.1
1984 63.7 15.7 79.4 1,468.1 5.4
1985 48.0 18.8 66.8 1,124.9 5.9 ‘
Scheduled: 4/
1986 66.5 47.1 113.6 996.0 11.4
1987 104.0 45.1 149.1 - -
1988 107.4 41.0 148.4 - _
1989 5/219.7 35.7 255.4 -— -
1990 5/219.8 29.1 247.9 —_ —_

—-- = Not available.

1/ Current account receipts are receipts from merchandise
exports, services, and unrequited transfers.

2/ Debt service ratio is calculated in relation to current account
receipts.

3/ Debt obligations converted at US $1 = YR4.5 through 1983, US $1 =
YR5.32 for 1984. ‘

4/ Future scheduled debt service is based on debt outstanding at the end
of 1985.

5/ Principal repayments in 1989-90 reflect the effects of the bilateral
rescheduling between Yemen and the Soviet Union in 1986 of all principal
payments due in 1986-88.

Sources: (6, 61).

Implications of 0il Discovery

In July 1984, the Hunt 0il Company discovered oil in Marib, 125 miles east

of Sanaa. Current estimates of known reserves are 500 million barrels. ;
Exports of oil started in December 1987 after the completion of a 225-mile ‘
pipeline from Marib to Salif on the Red Sea and completion of storage and

port facilities. Over the next decade, 0il revenues will play the major

role in Yemen's economy, especially by enhancing its foreign exchange

earnings.

Imports of petroleum products are monopolized by the Yemen Petroleum
Company, a public sector affiliate. However, there is a considerable
amount of smuggling overland from Saudi Arabia. Until April 1986, Yemen
imported all of its energy needs in the form of refined petroleum products,
mainly from Saudi Arabia. Import demand for petroleum products increased
rapidly after improvement in Yemen's infrastructure system, which
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encouraged transportation by trucks (there are no railways in Yemen). For
example, between 1978/79 and 1980, the value of fuel imports quadrupled
from YR140 million (US $31 million) to YR609 million (US $134 million),
mostly because international oil prices doubled. 1In 1985, imports of
petroleum products were 19 percent of total imports, up from 14.6 percent
in 1981. The 1985 increase in the share of oil imports reflected the sharp
depreciation of the riyal against the U.S. dollar and other major foreign
currencies.

In April 1986, Yemen completed the construction of its first oil refinery
at Marib with capacity to distill 10,000 barrels per day (bbl/d) of
domestic petroleum into o0il products, including gasoline, gas oil, and fuel
0oil. Imports of o0il products consequently declined by 25 percent in 1986,
resulting in a net savings of about US $120 million. 1In 1987, domestic
refinery output covered 33 percent of the country's oil-product
requirements, and the other 67 percent was imported. Expanding the
capacity of a domestic refinery is considered economically infeasible,
unless oil reserves double to 1 billion barrels (68).

Exports of crude oil, under the presently known oil reserves of 500 million
barrels, will probably reach 90,000 bbl/d in 1988, rise to 140,000 bbl/d by
1992, then decline at 8 percent per year for the rest of the 15 years of
field reserves. If known oil reserves double to 1 billion barrels, as some
observers expect, production will still start at 90,000 bbl/d in 1988 and
then accelerate to 175,000 bbl/d in 1989 and 1990 and to 240,00 bbl/d
during 1991-96 (68).

AGRICULTURAL SECTOR

Agriculture is Yemen's leading economic sector, employing about 75 percent
of the resident laborforce. Agriculture's contribution to GDP declined
from 41 percent in 1975/76 to 31 percent in 1982, and to an estimated 34
percent in 1985. Agriculture is concentrated in the central and southern
uplands and some of the high plateaus. The coastal lowlands of Tihama are
generally dry, but soils are fertile. The eastern interior is mainly arid
desert.

Rainfall ranges widely from 35 inches in the highlands to 15-20 inches in
the interior plateau and to less than 5 inches in the coast in the Tihama
region. The major rainfall season is from July to September, with a short
rainy season from April to June. Droughts are frequent. For example,
three consecutive droughts occurred from 1983 to 1985, causing crop
production to fall to nearly half its 1982 level. Yemen's agriculture is
very often supplemented by the use of additional water sources, including
tubewells and small water reservoirs in the wadis (intermittent streams) of
foothills during the rainy seasons.

Because over 77 percent of crop production is under rainfed conditions
(table 7), yields and returns heavily depend on both the amount and the
timing of rainfall. The highest level of rainfall is in the governorates
of Sanaa and Taiz, which include the most productive land.4/ 1In the

4/ Administratively, Yemen is divided into 11 governorates (Mohafaza), or
administrative division ruled by a governor. Each governorate is divided
into subgovernorates (Quada), and each subgovernorate includes a number of
districts (Nahiyah). Yemen has a total of 40 subgovernorates and 197
districts.
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central highlands, terrace agriculture dominates. In many cases, however,
the terraces are narrow and unsuited for agricultural machinery. Terrace
agriculture deteriorated seriously during the last decade, due mainly to
high labor costs required for cultivation and maintenance. Some terraced
land was converted from the production of grains to more profitable crops
such as qat, a narcotic plant (63, 66). 5/

Table 7--Agricultural area in Yemen, by type of irrigation, 1983

Type of » Share of
irrigation Area all cropland
Hectares Percent
Area rainfed _ 790,283 77.49
Area irrigated by springs 24,728 2.42
Area irrigated by spate 85,953 8.43
Area irrigated by pump 118,904 11.66
Total 1,019,868 100.00

Source: (87).

Crop production is concentrated in sorghum, millet, wheat, maize, and
barley. Twenty years ago, about 95 percent of the cultivated area was
used for grains and the remaining 5 percent for other crops, including
pulses, potatoes, vegetables, grapes, coffee, cotton, and tobacco (56,
64). During the last decade, however, with growing prosperity, the
structure of agricultural production has significantly shifted from
grains to meat, vegetables, fruits, and qat.

The main grain areas are in the governorates of Sanaa, Ibb, and Taiz, all
in the central highlands which account for 65-70 percent of all grain
production. The area planted to grains declined from 1,197,000 hectares
(ha) in 1976 to 844,000 ha by 1986, a 29-percent drop (1 hectare = 2.47
acres). Some of this land has been diverted to the production of
vegetables, fruits, and qat, while some is lying fallow, or has been
completely abandoned. Since 1980, the average area stabilized at 836,000
ha annually (table 8). On average, 1976-86 grain output was 693,000 tons
per year, compared with 940,000 tons in 1976, indicating the country's
increasing dependence on foreign markets to-meet domestic requirements.

During the last decade, grain yields have increased slightly, but they
are still among the lowest of all developing countries. There are many
reasons for the large disparity between potential and actual yields, but
low yields are mainly due to the prevailing traditional farming system
and other constraints.

5/ Qat is described in more detail in the section "Other Crops."
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Table 8~-Cereal production, area, and yields in Yemen

Commodity Unit 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
Millet and
sorghum?
Production Metric tons 785,000 613,000 585,000 627,000 632,000 635,000 581,000 268,000 276,000 281,000 491,000
Area Hectares 1,060,000 782,000 644,000 683,000 673,000 697,000 689,000 689,000 694,500 690,000 690,000
Yield Tons/hectare .7406 .7839 .9084 .9180 .9391 .9110 .8433 .3890 .3974 .4072 .7116
Wheat:
Production Metric tons 62,000 61,000 45,000 63,000 63,000 69,600 67,400 34,000 37,000 63,000 65,000
Area Hectares 60,000 65,000 60,000 66,000 62,000 66,000 61,000 61,000 63,000 59,000 65,000
Yield Tons/hectare 1.0333 .9385 .7500 .9545 1.0161 1.0545 1.1049 5574 .5873 1.0678 1.0000
Barley:
Production Metric tons 58,000 42,000 39,000 42,000 45,000 54,100 53,000 30,000 28,000 32,000 40,800
Area Hectares 53,000 47,000 48,000 46,000 46,000 52,000 50,000 50,000 52,000 46,000 48,000
Yield Tons/hectare 1.0943 .8936 .8125 .9130 .9783 1.0404 1.0600 .6000 .5385 .6957 .8500
Corn: .
Production Metric tons 35,000 44,000 43,000 46,000 48,000 53,200 59,200 30,500 40,000 43,000 49,200
Area Hectares 24,000 30,000 31,000 31,000 31,000 34,000 36,000 36,000 35,000 38,000 41,000
Yield Tons/hectare  1.4583 1.4667 1.3871 1.4839 1.5484 1.5647 1.6444 0.8472 1.1429 1.1316 1.2000
Total cereals:
Production Metric tons 940,000 760,000 712,000 778,000 788,000 811,900 760,600 362,500 381,000 419,000 646,000
Area Hectares 1,197,000 924,000 783,000 826,000 812,000 849,000 836,000 836,000 844,500 833,000 844,000
Yield Tons/hectare .7853 .8225 .9093 .9419 .9704 .9563 .9098 .4336 .4512 .5030 7654

Sources: (20, 74).



Low yields result in a low net return per hectare for grain compared with
other farm products. For example, net return per ha in 1979 was YR2,280
for sorghum, YR2,420 for wheat, and YR3,240 for maize. The net return per
ha for tomatoes was YR19,125, YR43,875 for alfalfa, YR39,596 for grapes,
and YR91,580 for oranges (56). Returns from qat are more than 100 times
greater than from grains on a per hectare basis. The reason for the low
net returns from grains is mainly because grain cultivated area is mostly
rainfed. Limited use of modern farm technology in these areas and the
erratic variations in rainfall usually result in low yields. Output
improves greatly when farmers secure a source of irrigation water, which is
considered to be a large investment.

However, the relative profitability for grains will still be low compared
with higher valued fruits, vegetables, and qat.

Cereals

This section provides a detailed discussion of cultivation of specific
cereals. :

Sorghum and Millet

Sorghum and millet are the traditional staple crops of Yemen, accounting
for 78 percent of all cereal production and 83 percent of total area
cultivated with cereal. Production is mainly rainfed in both the
climatically mild highlands of the central mountains and the hot lowlands
of Tihama. During 1976-86, annual production declined from 785,000 tons to
491,000 tons, averaging 525,000 tons per year. Sorghum yields at 567
kilograms (kg) per ha in 1986 were low compared with 1,129 kg/ha in all
developing countries and 3,794 kg/ha in developed countries (20). Sorghum
and millet are important because they provide grain for human consumption,
leaves and stalks for livestock, and roots, when dried, for fuel in rural
areas (5).

Wheat

Wheat constituted 7.1 percent of grain production over the last 11 years,
occupying 8.6 percent of cultivated grain area. Wheat cultivation is
concentrated in the central highlands of the Ibb, Taiz, and Sanaa
governorates. Production was stable at an average of 62,500 tons per

year. In the drought years of 1983-84, production dropped to an average of
35,500 tons per year. Yields are comparatively low. 1In 1986, for example,
Yemen's average yield was 1,000 kg/ha, compared with 2,160 kg/ha for
developing countries and 2,483 kg/ha for developed countries (20).

The governorate of Marib is an area with potential for increasing wheat
production after the completion of the Marib dam, scheduled in 1988.
According to the project plans, the dam with a reservoir capacity of 390
million cubic meters will provide enough water for the cultivation of 9,293
ha (88). The area could be further increased to 20,000 ha, with the
application of modern irrigation techniques, including pivot-, drip-, and
sprinkler-irrigation systems (84, 88). The climate at Marib is suitable
for wheat production. However, with the high cost of irrigation, farmers
will favor fruits and vegetables. The government is attempting to
introduce appropriate policies, encouraging the expansion in output to meet
domestic requirements and to substitute for imported wheat. However, a
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substantial increase is limited because of low net returns from wheat, and
because imported wheat is very competitive, selling at 33-50 percent of the
price of domestic wheat (15, 16).

Over 93 percent of wheat consumed is imported, making wheat the most
important imported food grain. Raising wheat yields by using high-yielding
seed varieties, fertilizers, pesticides, and other modern techniques has
been successful on experimental fields (76, 78, 79, 80, 81, 82).

Barley and Corn

Barley and corn each account for about 7 percent of Yemen's annual grain
production. Barley production fell from 58,000 tons in 1976 to 40,800 in
1986. Average annual output was 42,000 tons, and yields at 861 kg/ha are
lower than for other developing countries. Farmers shifted from barley
production to other more profitable crops mainly because of consumer
preference for wheat and barley's high cost of production.

During 1976-86, corn production averaged only 44,600 tons per year. Corn
occupies 4 percent of grain area, and yields at 1.3 tons/ha are relatively
low. Corn production increased from 35,000 tons in 1976 to 49,200 tons in
1986. Corn is cultivated in both rainfed and permanently irrigated areas.
Agricultural trials under Yemen's climate conditions indicated that U.S.
and Kenyan corn varieties provided higher yields than local varieties
(77). Yemenis use corn only as a livestock feed, especially for poultry,
and using the leaves and stalks as well as the grain for feed.

Other Crops

The most significant changé in Yemen's agricultural sector has been a shift
from cereals to high-value cash crops, including qat, vegetables, and
fruits.

Qat

Qat (Catha edulis) of the Celestraceae family is considered Yemen's most
important crop. Qat is an evergreen shrub whose leaves are chewed to
produce a sense of euphoria, but it is not generally considered addictive.
No government data exist on area planted, yields, or the value of qat
output. However, a 1986 World Bank study estimated the area at 48,000
hectares (about half the total perennial crops area) on 175,000 farms
(65). The qat was estimated at $1.1 billion at retail and having a
marginal cost of production of 30 percent in 1982.6/ This estimate of
qat's value exceeds that of all other agricultural crops combined (65).
Qat's contribution to the GDP is not calculated, indicating that Yemen's
actual GDP is understated.

Qat plays an important role in the social life of the Yemenis as they
gather for chewing and chatting in the afternoons. It is legally sold
throughout the country and has a sophisticated and effective marketing

6/ Another source indicated that in 1975, gat was cultivated by 170,000
farmers, on 106,000 acres (42,900 ha), with an output value of YR450
million, which is 20 percent of the country's total value of agricultural
output (42).
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system because qat must be consumed fresh each day. The government
discourages qat's production by imposing a 15-percent sales tax, but the
crop is still extremely profitable, and demand is high. Some estimates
indicate that an average Yemeni spends 20-25 percent of disposable income
on qat (65).

Coffee

Coffee is largely grown at 3,000- to 7,000-foot elevations in the hills of
Tihama and the central highlands. 1In the 1930's, production was 12,000
tons but has dropped to 4,100 tons in 1986 despite government encouragement
to increase output (table 9). Production declined largely because of labor
shortages, low world prices, and a shift to more profitable crops,
especially qat. Coffee trees require additional irrigation, plant
protection, and suffer from microelement deficiencies (especially iron and
manganese), because most of Yemen's soils are highly acidic (2, 39).

Demand for Yemeni coffee, known as mocha coffee (Coffee arabica) is high in
international markets, and it is used for blending with other coffee types,
especially robusta (Coffee canephora).

Cotton

In the seventies, cotton was Yemen's main cash and export crop and provided
raw material for the developing textile industry at Sanaa. However,
production fell from 27,000 tons of seed cotton in 1974/75 to 13,500 tons
in 1976, and then to a record low of 2,800 tons in 1980 before rising to
4,200 tons in 1986. The decline was due mainly to low prices offered by
the General Cotton Company (GCC) of Yemen (the sole purchaser), high labor
costs, and declining world prices (16, 17, 66). Prices offered by the GCC
were only 72 percent of total production costs ‘in 1980 (16). Procurement
prices have since increased and have contributed to substantial rise in the
area cultivated with cotton.

Tobacco

Most of Yemen's tobacco production concentrates on the sandy loam soils in
Tihama, where irrigation is an important supplemental source of water.
Production declined from 5,600 tons in 1976 to 4,500 tons in 1986. Yields
are generally over 1 ton per ha, including the stems. The whole plant is
sold for processing; the stalks are turned into snuff powder, while the
leaves are processed into tobacco for chewing and for smoking in
waterpipes. In the area surrounding Taiz, where the weather is mild,
Virginia and flue-cured tobacco types are grown. Yemen has a high-value
quality of tobacco with a prospective demand in world markets. Production
has a potential to expand for export purposes.

Fruits and Vegetables

Increasing per capita income stimulated demand for fruits and vegetables,

and farmers took advantage of the growing local markets. Consumer demand

increased rapidly with returning migrant laborers from Saudi Arabia, where
they acquired new tastes during their residency.

Following the 1982 government ban on imports of fresh vegetables and
fruits, production expanded substantially (16). Large investments were
made to improve agricultural practices; cultivate suitable and more fertile
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types of soils; use high-quality seeds, fertilizers, insecticides; and
secure a dependable source of irrigation water by drilling tubewells.
These actions more than doubled output of vegetables and melons from
183,000 tons in 1976 to 432,300 tons in 1986. Tomatoes are a large
proportion of vegetables because of rising consumer demand and a tomato
paste processing plant near Hodeidah. Other vegetables that are in large
demand include onions, okra, squash, cucumbers, and eggplants. The
production of potatoes, a relatively new crop for Yemen, has risen sharply
from 76,000 tons in 1976 to 208,250 tons in 1986 (table 9).

Yemen's main fruits are grapes and dates. During 1976-86, grape production
more than doubled to 103,000 tons, while date output increased from 6,300
to 13,400 tons. Output of other fruits, including bananas, papayas,
citrus, mango, and deciduous fruits, rose from 72,000 tons in 1976 to
104,000 tons in 1986. Yemen encourages the expansion of fruit output by
importing and producing seedlings on its own nurseries, selling the
seedlings at cost in rural development projects (26).

The rapid expansion of fruit and vegetable output resulted in marketing
problems because of seasonal peaks followed by sharp price drops, which
resulted in a large loss for farmers. Current problems facing the
vegetable and fruit sector are the lack of storage and cooling facilities,
limited marketing facilities, and the lack of produce assembly points and
collection centers for grading, sorting, and packaging of the product (15,
16).

Livestock

Livestock is important to Yemen's subsistence agriculture, which depends
largely on animal draft power for the cultivation of the small-sized
holdings and narrow terraces.

Yemen's red meat production has been increasing slowly (table 10). Range
forage production is considered to be the limiting factor in supplying
sufficient feeds to expand livestock output. Other factors include disease
control and the provision of other veterinary services to livestock holders
(41, 82, 86).

More than half the country's fresh milk is produced by goats, and the rest
by sheep and cows. Total production increased from 195,000 tons in 1976 to
230,000 tons in 1986, or by 18 percent. Fresh milk is mostly consumed in
rural areas or is used to produce butter, ghee, cheese, and yogurt. Very
little is sold in urban markets, which depend mainly on foreign markets for
milk supplies, especially dry and condensed milk, and ultra-pasteurized
milk which does not require refrigeration.

The poultry industry has been the fastest growing subsector of Yemen's
agriculture because of strong consumer demand and the private sector's use
of modern equipment and technology to increase production. The number of
chickens increased by nearly sixfold between 1976-86 (table 11). Poultry
meat production increased from 3,586 tons in 1976 to 65,255 tons in 1986.
Most of the commercial production is concentrated in the central highlands
area from Raydah to Taiz. Yemenis favor chicken meat, substituting it for
the higher priced mutton, goat, and beef. Yemenis also prefer domestic
live chickens over frozen imported chickens to ensure the slaughter follows
Islamic tradition, and pay a premium of two to three times in higher prices.
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Table 9--Production, area, and yield of noncereal crops in Yemen

Commodity Unit 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
Potatoes:

Production Metric toms 76,000 100,000 107,400 116,000 127,200 138,000 150,000 163,000 195,000 196,000 208,250

Area Hectares 6,800 8,600 9,300 9,500 10,600 11,500 12,500 12,200 8,000 8,000 8,500

Yield Tons/hectare 11.1765 11.6279  11.5484 12.2105 12.0000 12,0000 12.0000 13.3607 24.3412 24,4662 24,5000
Sesame seed:

Production Metric tons 5,500 6,400 6,300 6,300 6,000 5,200 5,500 4,250 3,300 4,000 4,100

Area Hectares 9,720 10,200 10,200 10,200 10,100 9,900 10,100 10,100 .10,000 9,500 9,500

Yield Tons/hectare .5658 . 6275 .6176 .6176 .5941 .5253 .5446 .4208 .3300 L4211 .4316
Seed cotton:

Production Metric tons 13,500 5,300 3,900 4,800 2,800 5,000 6,500 6,500 3,700 4,000 4,200

Area Hectares 15,000 6,300 4,700 5,600 3,000 5,300 7,400 7,400 5,600 5,600 5,600

Yield Tons/hectare .9000 .8413 .8298 .8571 .9333 . 9434 .8784 .8784 .6607 .7143 .7500
Cotton lint

Production Metric tons 4,860 1,908 1,404 1,728 1,008 1,800 2,340 2,340 2,340 2,340 2,450
Grapes:

Production Metric tomns 42,400 47,100 45,000 49,000 55,000 64,300 67,900 71,700 81,600 80,500 103,000

Area Hectares 8,800 10,000 10,200 10,200 11,500 12,500 13,100 13,700 14,000 14,000 14,500

Yield Tons/hectare 4,8182 4,7100 4.4118 4,8039 4,7826 5.1440 5.1832 5.2336 5.8286 5.7500 7.1030
Green coffee: .

Production Metric tomns 3,000 3,400 3,900 3,600 3,500 3,500 3,300 3,000 4,240 4,100 4,100

Area Hectares 7,000 7,500 7,700 7,700 7,700 7,700 7,700 7,120 16,200 16,200 16,400

Yield Tons/hectare .4286 .4533 .5065 4675 4545 4545 .4286 .4161 .2910 .2430 .2500
Tobacco leaf:

Production Metric toms 5,600 6,400 4,600 6,400 7,000 6,300 6,700 5,680 4,310 4,500 4,500

Area Hectares 4,600 5,300 5,600 5,600 6,100 6,100 6,400 6,400 2,800 2,800 2,900

Yield Tons/hectare 1.2174 1.2075 .8214 1.1429 1.1475 1.0328 1.0469 .8875 1.5393 1.5517 1.5500
Dry pulses:

Production Metric tons 76,000 82,000 76,700 79,000 84,000 79,600 75,300 39,500 37,960 44,200 46,800

Area Hectares 76,000 72,000 75,500 74,400 75,000 74,000 69,500 69,500 22,500 25,000 27,000

Yield Tons/hectare 1.0000 1.1389 1.0159 1.0618 1.1200 1.0757 1.0835 .5683 1.6871 1.7680 1.7330
Vegetables and

melons:

Production Metric tons 183,000 210,000 226,100 230,000 253,700 291,400 305,000 326,000 346,500 370,500 432,300

Area Hectares 20,000 22,200 23,600 26,900 26,400 29,400 30,500 33,600 18,000 19,000 22,000

Yield Tons/hectare 9.1500 9.4595 9.5805 8.5502 9.6098 9.9116 10.0000 9.7024 19.2500 19.5000 19.6500
Other fruits:

Production Metric toms 72,000 77,000 73,000 76,000 77,000 80,700 84,600 84,600 88,260 92,000 104,000
Date production Metric tons 6,300 6,300 6,300 6,300 6,300 6,300 6,100 6,100 13,400 13,400 13,400

Sources: (20, 74).
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Table 10-—Yemen's livestock production

Production 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
Metric tons

Meat:
Beef and veal 12,383 10,560 12,000 12,400 12,700 13,100 13,400 13,800 14,200 14,400 14,800
Mutton and lamb 17,985 18,694 18,694 19,074 19,503 19,932 20,278 20,641 21,054 21,450 21,850
Goat meat 21,978 22,852 22,852 23,314 23,826 24,354 24,783 25,212 25,723 25,905 26,100
Poultry meat 3,586 3,642 4,439 5,464 5,862 7,171 14,500 17,642 29,834 48,698 65,255
Total 55,932 55,748 57,985 60,252 61,891 64,557 72,961 77,295 90,811 110,453 128,255

Milk:
Cow milk, whole, fresh 56,000 52,000 54,000 54,000 56,000 58,000 58,000 60,000 61,000 62,000 63,000
Sheep milk 32,700 34,020 34,020 34,680 35,460 36,240 37,120 37,600 38,480 39,250 40,100
Goat milk 106,560 110,880 110,880 112,960 115,520 118,080 120,160 122,240 124,640 125,600 126,550
Total 195,260 196,900 198,900 201,640 206,980 212,320 215,280 219,840 224,120 226,850 229,550
Cheese (all kinds) 13,375 13,620 13,721 13,936 14,317 14,650 14,851 15,157 15,449 15,657 15,738
Butter and ghee 2,915 2,867 2,924 2,955 3,059 3,135 3,158 3,241 3,301 3,349 3,381
Sheepskins, fresh 2,725 2,832 2,832 2,890 2,955 3,020 3,072 3,127 3,230 3,237 3,611
Goatskins, fresh 3,330 3,462 3,462 3,532 3,610 3,690 3,755 3,820 3,897 3,947 3,955
Wool, greasy 3,224 3,209 3,271 3,300 3,373 3,485 3,545 3,609 3,682 3,727 3,736

Million eggs

Eggs 105 107 109 111 117 122 122 128.5 178 214.8 232

Sources: (20, 74).
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Table 11-—Number of livestock in Yemen

Livestock 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
Thousands .
Cattle 800 840 840 860 883 906 942 942 960 984 1,003
Sheep 1,557 1,619 1,619 1,652 1,688 1,725 1,755 1,787 1,823 1,860 -. 1,897
Goats 1,903 1,979 1,979 2,018 2,063 2,109 2,145 2,183 2,227 2,271 2,316
Chickens 2,494 2,546 3,100 3,792 4,100 5,000 5,890 7,568 10,503 13,036 17,350
Horses 3 3 3 3 3 3 3 3 3 3 3
Asses 650 618 585 553 520 520 520 520 520 520 520
Camels 60 63 63 60 57 57 57.7 58.4 59 59.6 60.2
Sources: (20, 74).




The demand for chicken meat and eggs has grown rapidly during the eighties
as income and population increases, and as the nutritional level improves
(20, 36, 74). In 1986, meat production increased by nearly 34 percent to
65,255 tons after a government ban on chicken and egg imports in the fall
of 1985. Demand for chicken meat is forecast at 100,000 tons in 1990, and
140,000 tons in 1995 (36). However, the limiting factor in expanding
output is the lack of foreign exchange, as all the industry's inputs are
imported, including feed, hatching eggs, chicks, biological materials, and
modern equipment. In 1985, for example, the value of poultry industry
imports amounted to US $78 million, with 178,876 tons of poultry feed
costing US $45 million (36).7/

In 1985, annual per capita egg consumption was about 45 eggs, of which 56
percent were imported from Europe, 27 percent produced from domestic
noncommercial flocks, and the remaining 17 percent from commercial flocks.
Yemen will require a commercial stock of 1.5 million layers, compared with
335,000 in 1986 (74), to reach self-sufficiency in egg production by 1990
(36). .

CONSTRAINTS TO AGRICULTURAL DEVELOPMENT
'
Major constraints limiting the development of Yemen's agricultural sector
and impeding substantial increases of Yemen's total agricultural output are
deeply rooted in the country's human, physical, and institutional

environment. A brief discussion of the main constraints follows.

Availability of Water

The lack of a dependable water source for crop growth, and for
supplementary irrigation, is considered to be the most critical constraint
for Yemen's agriculture. About 80 percent of the cultivated area depends
on rainfall, which limits production gains by the use of fertilizers and
other inputs, because producers are reluctant to invest in inputs when the
results are uncertain. Without a reliable source of water, it is extremely
difficult to change the structure of agricultural production in favor of
the higher valued products. Drilling for water and water wells requires a
large investment, and only a few farmers are financially able to invest in
such irrigation systems.

At the same time, there is much concern about the rapid depletion of the
groundwater table in many well-irrigated areas and the inefficient methods
of irrigation. Under the existing irrigation method, pumps discharge
groundwater into a small basin, from which it is conveyed by gravity to the
fields in unlined canals. The land is irrigated by the submersion of small
basins at a depth of 15 em. This causes a substantial water loss for most
shallow-rooted crops, such as vegetables and fruits, and results in low
water-use efficiency. In Tihama for example, where irrigation is often
used, water trials demonstrated that carrying water in plastic pipes from
wells to fields, instead of unlined earth canals, improved the efficiency
of water use by 50 percent (47, 50). Introducing sprinkler, pivot, or drip
irrigation could considerably save water (3, 13, 14, 23, 53, 84) and
achieve significantly higher levels of productivity.

7/ United Nations trade data estimate total animal feed imports into
Yemen in 1985 at 141,847 tons, valued at US $33.4 million (table 27).
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Fragmentation of Land Holdings

Small land holdings and fragmentation are other major obstacles which limit
the efficient use of machinery, and inhibit investments, such as drilling
wells for irrigation purposes, and efficient farm management.

According to the 1983 agricultural census of the Central Planning
Organization of the Yemen Arab Republic, 88.5 percent of all land holdings
are smaller than 5 ha, and 57.5 percent are smaller than 1 ha (table 12).
The average farm size is 2.3 ha, with the largest holdings in Hodeidah (5.7
ha) and the smallest in Ibb (0.9 ha) (table 13). Farms also are usually
divided into separate parcels of land. At the national level, the average
holding has 4.6 parcels. This fragmentation ranges from 2.8 parcels in the
coastal province of Hodeidah to 7.1 in the central highland governorates of
Dhamar and Al-Jawf (table 14). Field size exceeds 1 ha in only 1 of the 11
governorates. It is half a hectare or less in seven governorates, and from
half a hectare to 1 hectare in the other three governorates.

There are two fundamental reasons for land fragmentation in Yemen. First,
Islamic inheritance laws still divide the parcels among heirs. Second,
Yemeni farmers consider cultivating several parcels as an optimal way of
minimizing risk of crop failure. Environmental variations, such as
rainfall, the flow of water in the wadis, and exposure to frost during the
winter, determine crop outcome in a given parcel.

Table 12--Number of agricultural holdings in Yemen by size
of total area, 1983

Size of holding Total number of Share of total

agricultural

holdings Absolute Cumulative

Hectare Number ———- Percent ———-
Less than 0.25 110,010 18.61 18.61
0.25-0.49 107,893 18.25 36.86
0.50-0.74 63,146 10.68 47 .54
0.75-1 58,912 9.97 57.51
1-1.99 83,071 14.06 71.57
2-2.99 51,174 8.66 80.23
3-3.99 29,026 4.91 85.14
4-4.99 19,591 3.32 88.46
5-9.99 43,758 7.40 95.86
10-19.99 19,324 3.27 99.13
20-49.99 4,639 .78 99.91
50-99.99 199 .03 99.94
100-199.99 328 .06 100.00
Total 591,071 100.00 100.00

Source: (87).
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Table 13--Average size of holding and average number of
parcels per holding in each governorate of Yemen, 1983

Average size

Average number

Average size

Governorate of holding of parcels per of farming
(1) holding unit
(2) 1 /7 (2
Hectares

Hodeidah 5.7 2.8 2.04
Maareb 5.5 6.2 .89
Al Jawf 3.4 7.1 .48
Sanaa 3.1 5.8 .53
Hajjah 2.8 4.1 .68
Saadah 2.3 4.6 .50
Al Bayda 2.2 4.7 .47
Dhamar 1.3 7.1 .18
Taiz 1.2 4.0 .30
Mahweet 1.1 3.2 .34
Ibb .9 3.7 .24

Total average 2.3 4.6 .50

Source: Derived from data in (87).

Table 14--Fragmentation of agricultural holdings in Yemen, 1983

Parcels Holdings Share of all holdings
per holding Absolute Cumulative
Number - Percent ——-
1 96,225 16.28 16.28
2-3 220,461 37.30 53.58
4-5 125,227 21.19 74.717
6-9 100,841 17.06 91.83
10-19 45,912 7.77 99.60
20 and over 2,405 .40 100.00
Total 591,071 100.00 100.00
Average number of
parcel holdings 4.6 N/A N/A
Maximum parcels 1/7.1
Minimum parcels 2/2.8 N/A N/A

Source: (87).
N/A = Not applicable.

1/ In Dhamar and Al-Jawf governorates.

2/ 1In Hodeidah governorate.
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A land consolidation program would benefit Yemen's agriculture (51). However,
Yemeni farmers are conservative and reluctant to participate for fear of
losing their land to the government or to the cooperatives that are strongly
promoted by government policies (11, 35). The issue of land titles or respect
for the existing ones is also crucial to gain the trust of farmers and
encourage them to consolidate their fields. However, farmers' desire to
minimize crop failure risks by holding more than one parcel of land is a
decisive factor under Yemen's given environmental uncertainties.

Land Tenure and Sharecropping

The pattern of landownership and use is determined by the close inter-
relationship of land and water rights and the availability of agricultural
labor. The 1983 agricultural census indicated that sharecropping and land
rentals affect at least 23 percent of the total cultivated area. There are
three major tenure systems which usually are tied to the kind of prevailed
irrigation system (12):

o Irrigated land tenure system. Farmers supply all inputs. Landowners
provide water for irrigation and receive 25 percent of the crop as
rent.

o Rainfed land tenure system. Farmers provide labor, seeds, and

fertilizers and pay 50 percent of the output as rent.

o Marginal rainfed land tenure system. Farmers provide labor, the only
needed input, and receive two-thirds of the crop because yields are
usually low and risks of crop failure are great.

Yemen's land tenure system provides little incentive for tenants to invest in
the use of inputs or to undertake measures that prevent the deterioration of
soil fertility. Any increases in crop yields will be shared with the
landowners. Besides, the land tenure system is an oral agreement for 1 year,
which discourages the tenant to incorporate medium— or long-term improvements
in the use of land. Increasing agricultural labor wages caused the tenants!
share of the crop to increase, which encouraged landowners to look for
alternatives for labor, such as mechanization.

Labor Shortage and the Mechanization of the Agricultural Sector

Emigration of Yemeni workers resulted in a substantial rise in the cost of
agricultural production. For example, the index of farm wage rates, in
nominal terms, increased by 1,100 percent from 1972 to 1978, nearly 350
percent in real terms (64). Thus, farm machinery was substituted for labor to
reduce farm production costs and increase net returns. The use of farm
machinery has grown rapidly in Yemen. However, the lack of knowledge,
technical guidance, and extension services has reduced the effectiveness of
machinery use and the use of appropriate modern techniques. As a result, the
costs of labor and machinery still constitute a substantial portion of
production costs, which are considered to be major disincentives to increasing
productivity. Furthermore, imports of machinery that will suit the needs of
Yemeni farmers have not been thoroughly investigated (43).

Agricultural Marketing and Storage Facilities

Since the 1962 revolution, Yemen's agricultural sector has shifted from a
self-contained subsistence farming system to a more market-oriented system.
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Still, only a small portion of local grain production reaches the market.
Yemeni farmers are traditional. They generally cultivate grain to ensure
household requirements from one harvest to the next and sell the surplus, if
any, at local markets.

The amount of grains entering the market differs greatly in different regions
of the country and depends on yields and the size of surplus. Except for
maize which is used for livestock, less than 15 percent of domestically
produced food grains enter the market. Only 5 percent of domestically
produced wheat is marketed (table 15). Most vegetables, fruits, red meats,
and poultry, and 40 percent of eggs and only 5 percent of milk production are
sold at local wholesale and retail markets. Marketing and the provision of
market facilities are undertaken exclusively by the private sector, which
determines prices and market margins according to the governorate location and
the current supply-demand relationship. WNo standards or grades have been
established, but quality differences are recognized by buyers and are priced
accordingly. The central figure in the marketing system is the wakil, who
buys farmers' produce and arranges for distribution. In the larger urban
markets, many wakils deal in different products (15, 16). ,

Table 15--Estimated share of farm products
entering local market channels in Yemen

Share of total production by weight

Farm products 1976/77 1980/81 1986
Percent
Sorghum 15 10-15 10-15 i
Millet 5-10 5-10 5-10
Wheat 5-10 5 5
Maize 70 15 80
Potatoes 70 85 85
Tomatoes 70 85 90
Other vegetables 65 75 85
Fresh grapes 85 90 95
Dates 80 80 80
Other fruits 50 60 70
Cattle and sheep 45 50 55
Poultry 50 60 80
Eggs 15 20 40
Milk 7 2 5
Coffee 90 85 75
Cotton 75 75 75

Tobacco 90 95 .95

Source: (56).
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Over the course of a year, farm produce prices fluctuate considerably,
reflecting seasonality of the harvest and the lack of adequate storage
facilities. Part of the price fluctuations can be attributed to weather
conditions, but a lack of an integrated market for grains, vegetables,
and fruits also contributes to the variations. Timely information
provided by the establishment of a marketing intelligence unit may lead
to stable prices throughout the country and may motivate farmers to
increase production (7, 8, 9, 15).

No official regulation is imposed on the marketing of domestically
produced crops. Government intervention does, however, occur in the case
of imported wheat, flour, rice, sugar, and vegetable oils in the form of
prescribed maximum margins which are usually observed by importers and

wholesalers (22). 1In the retail market, the government prescribes a j
maximum margin, based on international wheat prices, allowing for an »
appropriate margin to cover transportation and handling. ]

Agricultural Research and Extension Service

Institutional development to support the agricultural sector in Yemen is
structurally inadequate. The lack of research coordination between the
various agencies, such as the Central Agricultural Research Station at
Taiz, the Tihama Development Authority in Hodeidah, and several bilateral
donors, has resulted in a duplication of efforts (62).

Consolidation of agricultural research efforts to coordinate research
programs that would maximize crop yields and farmers' net returns is
regarded as a top priority (56). Research programs should provide
farmers with packages of improved practices, including seedbed
preparation, optimum times of cultivation, optimum plant spacing,
fertilizer requirements, water requirements and management, crop
rotation, plant protection, weed control, and reduced onfarm storage
losses. Numerous technical reports and studies have emphasized the
important role of research in enhancing agricultural productivity in
Yemen (2, 18, 22, 24, 28, 39, 51, 54, 55).

Preliminary agricultural trials in Yemen indicate that yields can be

raised by adopting high-yielding wheat and corn varieties, combined with

fertilizer, water, and the proper cultivation practices. Other

countries, such as Taiwan, South Korea, Japan, and China, have raised

yields by applying modern agricultural technology. However, there are

major constraints for the development of such research programs,

including lack of qualified Yemeni personnel, few experiment stations,

inefficient coordination of research programs, and lack of funds. |

Parallel efforts are required to upgrade extension services (18, 24, ]
28). Active and effective extension services are needed to demonstrate

the correct use of improved technologies. Extension agents are unable to

meet the needs of farmers faced with a new outbreak of pests, plant

diseases, and other problems. Solutions are needed in a continuing

feedback process.

Yemen's extension service faces several drawbacks. For example, salaries
and other benefits have been relatively low when compared with other job
opportunities. As a result, it has been difficult to retain their
services for several years after completing their training. Those who
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remain often take a second job, become less motivated, and pay less
attention to their extension work.

FOREIGN TRADE

With few natural resources, except for the recently discovered oil and
gas, Yemen depends largely on imports to meet rapidly expanding
consumers' demand for a wide range of commodities. Exports are minimal
compared with imports.

Imports

In the early seventies Yemen's lack of infrastructure capacity was the
traditional major factor limiting import demand growth. In the
midseventies, however, grants and foreign assistance provided funding to
improve and modernize the country's infrastructure system, including port
facilities, roads, and the distribution network. These, in addition to
the inflow of remittances, contributed largely to a sharp increase in
demand for food, which resulted in total imports rising from YR435
million (US $87 million) in 1971/72 (59, 66) to YR8,786 million (US
$1.952 million) in 1982, then declining to YR7,973.6 million (US $1.106
million) in 1985 (table 16).8/ Yemen's imports are divided into
government and private sector. 1In 1981, the government share constituted
27 percent but declined to 20 percent in 1985 due to a substantial
decrease in the level of official grants and project loan disbursements
of foreign aid between 1982 and 1985. The share of private imports,
which depends largely on the flow of workers' remittances, dropped to 73
percent in 1982 but increased to 80 percent in 1985. Yemen's major
imports include foodstuffs, machinery and transportation equipment, fuel
products, raw materials, manufactured commodities, and chemicals.
Foodstuffs, beverages, tobacco, and vegetable oils constitute the largest
share of private imports, which increased sharply during the seventies
and early eighties, when they amounted to YR1,887 million in 1981, 24
percent of total imports f.o.b. These imports then declined to ¥YR1,310
million in 1985 (table 16). This drop was due in part to import
substitution of many items, including poultry, red meat, and dairy
products, a government-imposed ban on imports of vegetables and fruits,
and declining international commodity prices.

After rising to 20.1 percent in 1984, the share of machinery and
transportation equipment imported by the private sector declined to 18.9
percent in 1985. Basic classified manufactured imports consist mainly of
intermediate goods, such as wood and wood products, iron, and steel,
metal products, and cement. They declined in line with the overall
slowdown in investment activities in the country during 1984-85, due
mainly to slowing in housing construction and other building activities.

However, imports of oil products and lubricants increased from 14.6
percent of total imports in 1981 to 19 percent in 1985, partially due to
depreciation of the Yemeni riyal.

Yemen's imports came from many countries. The European Community (EC) is
the most important supplier to Yemen. The EC share increased from 28.7

8/ Yemen's imports declined further to an estimated US $732 million in
1986 (table 4).
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Table 16—— Yemen's imports by commodity group

Imports 1981 1982 1983 1984 1985

Million of YR

Private sector imports:

Foodstuffs 1,743.2 1,827.6 1,358.9 1,365.5 1,124.0
Fuel and lubrication 1,146.3 1,221.8 852.5 806.9 1,528.7
Machinery and transportation
equipment 865.2 941.0 1,130.7 1,192.3 1,201.9
Manufactured commodities 804.4 854.2 930.3 995.1 763.9
(classified)
Unclassified manufactured 629.5 609.8 608.0 721.9 776.3
commodities
Chemicals 305.7 289.6 458.5 326.7 301.6
Raw materials 164.9 170.9 196.0 273.9 368.0
Beverages and tobacco 121.6 94.5 140.7 120.0 52.6
Vegetable and animal oils 22.2 41.3 72.2 59.2 133.3
Unclassified commodities 426.5 390.3 372.5 159.4 110.3
Total private sector 6,229.5 6,441.0 6,120.3 5,920.9 6,360.6
Government imports 1,638.0 2,345.0 1,962.0 1,586.0 1,613.0

Total imports, f.o.b.
(balance of payments
basis) 7,867.5 8,786.0 8,082.3 7,506.9 7,973.6

Source: (6).

percent in 1981 to nearly 41 percent in 1985. There is strong competition
among EC countries, especially France, the Federal Republic of Germany,
Italy, and the United Kingdom for market share in Yemen.

Imports from Asian countries accounted for 26 percent of Yemen's imports in
1981, compared with 40 percent in 1974/75. Asia's share is dominated by
Japan, which accounted for 62 percent of Yemen's total Asian imports in

1981. The importance of the Asian market declined to 23.7 percent in 1985,
due to sluggish demand for automobile and electric equipment, especially from
Japan.

In the seventies, after improving the overland transportation system, Saudi
Arabia and other Arab League countries were the most important trading
partners, due to familiarity, proximity, and easy access. During 1981-85,
however, the share of Arab League trade with Yemen declined from 24 percent
to only 14 percent, as importers looked directly to the more lucrative and
diversified suppliers in the United States, Europe, and Japan (table 17).
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Table 17--Yemen sources of imports

Source 1981 1982 1983 1984 1985
Percent
Arab League 23.5 21.0 16.3 14.8 14.2
Saudi Arabia 19.9 10.3 10.9 9.5 8.8
Somalia .7 1.0 1.1 1.1 1.1
Kuwait .3 6.0 8.0 7.0 6.0
Other 2.6 3.7 3.5 3.5 3.7
Africa 1/ .7 .8 .4 .5 .5
Asia 26.3 28.3 33.1 30.3 23.7
China 4.1 4.1 3.2 3.8 2.7
India 1.3 1.4 2.5 2.5 2.4
Japan 16.2 13.3 18.5 11.9 8.7
Singapore .1 3.9 3.7 2.3 2.1
Republic of Korea 2.3 2.3 2.5 3.9 3.3
Other 1.9 3.3 2.7 5.9 4.5
Central market economy .9 1.1 1.5 1.5 1.5
Soviet Union .4 .3 .4 .4 4
Other .5 .8 1.1 1.1 1.1
European Community 28.7 30.8  31.0 33.5 40.6
France 8.1 7.2 4.9 7.4 5.2
Federal Republic of 4.9 5.1 4.6 5.3 5.9
Germany .
Italy 5.1 4.9 5.4 4.8 9.7
Netherlands 3.6 4.6 5.1 5.4 6.2
United Kingdom 3.6 4.7 7.5 5.2 8.3
Belgium .4 1.1 1.4 2.2 2.4
Greece 2.1 2.1 1.0 1.6 1.3
Other .9 1.1 1.1 1.6 1.6
Other Europe 3.0 3.6 2.5 3.4 4.0
Austria 4 .5 .5 1.0 1.5
Other 2.6 3.1 2.0 2.4 2.5
Western Hemisphere 2.6 3.4 5.1 5.5 3.9
United States 1.3 2.0 4.2 4.6 2.7
Oceania 2/ 2.6 4.2 .7 .1 2.4
Not classified 11.7 7.6 9.4 10.4 9.2
Total 100.0 100.0 100.0 100.0 100.0

1/ Excludes Arab League countries.
2/ Mostly Australia.

Source: (30).
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In terms of individual trading partners, Japan reached a peak of 18.5 percent
of total imports in 1983, but declined to only 8.7 percent in 1985. The"
importance of Saudi Arabia decreased from 19.9 percent in 1981 to only 8.8
percent in 1985. Other major suppliers were Italy at 9.7 percent, United
Kingdom with 8 percent, and the Federal Republic of Germany, the Netherlands,
and France, each of which had between 5 and 6 percent of Yemen's import
market. The U.S. share was 1.3 percent in 1981, increasing to 4.6 in 1984
but declining to 2.7 percent in 1985.

Exports

Yemen's commodity export sector--aside from the new crude oil exports--is
very small compared with its imports. Exports have declined since the early
seventies, dropping to less than 1 percent of total imports in 1985, due
mainly to the country's weak agricultural and industrial base.

Yemen's main export items were cotton and coffee in the seventies. Cotton
became less attractive because of increasing domestic labor costs,
competition from more profitable‘crops, and declining prices in international
markets. 1In 1985, exports of coffee accelerated sharply after lacking for
several years. Exports of hides and skins are increasing and becoming more
important (table 18). Other exports include pastries, biscuits, vegetables
and fruits, textile products, cotton fabric, and yarn. Yemen's major markets
are Saudi Arabia and the People's Democratic Republic of Yemen, taking about
80 percent, followed by other Arab League countries and the EC. Yemen's
exports to the United States averaged approximately $200,000 during the last
5 years. Exports to the United States included coffee, hides, and sheep
skins in the early eighties, but are now concentrated mainly on undressed
sheep skins.

Table 18--Commodity composition of exports from Yemen

Item 1981 1982 1983 1984 1985

Million YR

Payment basis 47 .4 21.6 44,0 47.5 © 61.0
Cotton and
cottonseed 12.1 8.8 4.7 - 1.6
Other 35.3 12.8 39.3 47.5 59.4
Customs basis 216.7 181.0 122.6 84.1 96.7
Cotton (yarn) .2 .1 —_ - -
Coffee 1.9 3.8 2.5 1.7 10.6
Hides and skin 2.1 6.7 5.8 4.0 10.4
Pastry, biscuits, and
baked goods 28.8 37.3 38.4 26.3 16.3
Other 1/ 183.7 133.1 75.9 52.1 59.4

= less than 0.05 million.
1/ May include some re-exports.

Source: (6).
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Major Agricultural Imports

Since the early seventies, Yemen's demand for food and agricultural products
has increased significantly, due to population growth, higher per capita
income, and substantial shifts in consumers' tastes.

Food imports increased from US $155 million in 1976 to a peak of US $371
million in 1980, but then dropped to US $336 million in 1985 (table 19).9/
This decline was mainly due to lower world prices of most commodities,
government restrictions on imports of some foodstuffs, and foreign exchange
shortages. Despite the decline in the absolute value of Yemen's food imports,
the percentage of food imports to total imports increased from 20 percent in
1981 to over 30 percent in 1985. This increase was mainly due to a 37-percent
decline in Yemen's value of total imports, or proportionally a larger amount
than the drop in the value of agricultural imports, during 1980-85.

Yemen's principal agricultural imports are food grains, animal feed, meat
preparations, poultry products, sugar, vegetables, fruits, milk, dairy
products, and edible oils.

Wheat, wheat flour, and rice are the major cereal and cereal products
imported. Together they have a value of more than US $110 million and
comprised 33 percent of the country's total agricultural imports in 1985.
During 1977-85, wheat imports in metric tons more than doubled, wheat flour
imports more than tripled, and rice imports increased 50 percent (table 20).

Imports of animal feeds increased by more than a hundredfold in value and
seventyfold in quantity. The market was developed and dominated by the EC,
especially the Netherlands, which was the sole supplier in 1985. Yemen's
livestock product import market is also dominated by the EC. Imports of meat
and meat preparations increased steadily from US $11 million in 1977 to a peak
of US $66 million in 1980 and then declined to only US $13 million in 1985.
Consumer preference for live chickens over frozen imported chicken led to a
sharp increase in domestic production since 1981. During 1981-86, over 90
percent of the frozen poultry meat was imported from the EC, especially
France, The Netherlands, and Denmark. The remainder came from Brazil and the
United States. France exported over 95 percent of the EC share, and the rest
was shipped from The Netherlands and Germany. From 1977 to 1985, U.S. exports
of poultry meat to Yemen amounted to a maximum of only 43 tons worth US
$43,000 in 1984 (52). Other livestock product imports include mutton, eggs,
and dairy products. Mutton originates mainly from Ethiopia and Australia.
Eggs are imported from The Netherlands and France. Yemen is short of dairy
products and relies heavily on imported dry and condensed milk to meet
consumer requirements. The EC, especially The Netherlands, France, and
Denmark, supplied 85-90 percent of the imported milk, butter, and cheese, and
the rest came from Australia and New Zealand.

In 1985, Yemen imported US $52 million worth of refined sugar; US $50 million
came from the EC. The United Kingdom was the major supplier with US $24
million, followed by France with US $20 million, and Belgium-Luxembourg with
US $5 million.

9/ Food import figures of table 19 originated from United Nations trade
files and may differ from Yemen's published data in table 16.
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Table 19--Yemen's total agriculural imports by value

Commodity 1977 1978 1979 1980 1981 1982 1983 1984 1985

Us $ 1,000
Wheat 27,133 26,294 44,945 43,984 50,896 47,877 68,650 47,877 65,145
Wheat flour 8,265 11,484 17,784 19,186 19,608 25,591 18,520 28,405 31,664
Rice 9,172 5,178 10,441 7,683 15,178 13,117 13,758 19,320 14.758
Barley 0 0 19 1 4 0 4 0 3,901
; Corn ) 93 124 182 1,121 573 2,534 1,959 3,237 2,703
? Other cereals 1 0 1,305 2,518 62 11 0 915 15
Other cereal
preparations 886 1,714 5,532 8,520 11,289 9,146 4,144 7,993 5,356
Animal feed 342 427 2,067 3,404 3,795 8,367 16,159 28,097 33,387
Beef and mutton 416 1,289 2,368 1,292 1,650 2,104 1,297 1,054 1,234
Poultry meat 9,272 36,962 42,627 63,656 47,611 51,716 37,285 22,123  10.856
Canned meat 816 723 1,910 1,576 1,007 973 641 359 694
Milk, dry 6,709 9,636 8,918 23,591 23,264 17,068 24,141 20,954 20,583
Milk, condensed 2,150 4,282 10,097 11,640 11,965 11,856 11,573 12,912 5,335
Butter 3,153 6,854 7,406 11,199 5,826 8,832 6,372 7,284  8.350
Cheese 1,547 141 1,184 1,934 2,473 2,897 1,407 3,168 2,319
; Eggs 1,527 1,332 2,584 5,742 5,041 - 6,798 7,553 7,508 8,663
‘ Fresh fruits and
nuts 2,093 2,174 10,305 23,858 23,939 20,961 16,190 1,341 233
Apples 945 558 6,209 8,330 8,514 8,225  5.851 451 195
Oranges 679 1,327 1,830 6,882 9,231 7,105 7,105 727 16
Bananas 0 0 544 5,385 2,771 1,606 3,012 0 0
Grape fruits and
lemons 2 72 36 243 123 70 68 28 3
Grapes 0 0 17 531 484 443 6 0 0
Fresh or dry nuts 41 53 298 336 264 471 119 121 8
Other fresh fruits 426 162 1,371 2,151 2,555 3,040 26 11 10
Preserved fruits 7,381 5,814 13,936 10,938 10,103 4,784 2,777 5,044 3,371
Fresh vegetables 107 156 1,150 2,543 2,243 2,046 456 1,208 1,312
Prepared vegetables 2,648 1,692 2,672 3,770 3,628 4,942 3,875  5.208 6,747
Sugar, refined 23,498 20,429 10,812 23,899 26,669 28,223 13,767 46,454 48,624
Sugars and syrups 504 1,427 1,025 1,397 1,245 1,359 950 1,798 1,562
Margarine 8,391 9,808 176 3,677 942 4,789 1,396 1,429 6
Chocolate products 602 291 644 2,328 391 1,459 2,139 1,774 2,474
Tea 6,522 7,550 6,909 7,799 7,350 7,588 5,898 9,657 324
Spices 1,889 459 6,896 2,297 4,319 2,456 1,168 954 844
Non-alcoholic
beverages 2,303 2,298 6,141 9,437 6,969 6,698 3,638 2,240 1,425
Cigarettes 9,701 13,925 23,489 21,977 13,161 27,811 27,535 12,292 17.744
Other manufactured
tobacco 148 334 864 1,052 1,161 740 1,341 2,781 5,051
Vegetable oils 148 751 1,868 2,650 1,494 1,699 1,111 4,132 1,304
Palm oil 1,883 498 4,823 5,171 3,923 9,115 8,302 21,637 11,450
Subtotal 141,300 174,046 251,079 329,840 307,779 333,557 304,006 329,155 317,434
Others 13,410 9,087 28,644 41,062 35,495 33,937 22,156 8,261 18,649
Total 154,710 183,133 279,723 370,902 343,274 367,494 326,162 337,416 336,083

Source: (52).
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Table 20--Yemen's total agricultural imports by volume

Commodity

1977

1978 1979

1980 1981 1982 1983 1984 1985
Metric tons
Wheat 231,509 200,739 265,728 240,242 271,498 302,199 421,601 340,474 468,626
Wheat flour 56,576 74,220 107,046 85,078 91,716 139,904 137,756 162,537 184,679
Rice 33,442 9,624 28,582 18,549 29,121 30,712 30,787 50,286 53,398
Barley 0 0 97 3 7 _— 18 0 27,500
Corn 146 204 - 380 4,638 2,570 13,827 7,971 15,806 13,344
Other cereals 3 0 5,597 11,052 258 39 0 5,500 48
Other cereal
preparation 910 1,413 3,622 5,391 6,105 5,140 3,911 27,487 12,717
Animal feed 2,059 1,259 14,167 12,926 11,769 29,655 59,016 104,938 141,847
Beef and mutton 168 722 891 647 622 853 710 649 934
Poultry meat 8,083 32,294 36,315 47,250 34,321 48,618 39,520 23,750 12,604
Canned meat 474 309 1,039 908 707 938 1,077 965 1,309
Milk, dry 4,498 5,986 4,980 12,011 9,639 8,415 13,759 15,047 16,083
Milk, condensed 3,547 5,988 12,167 12,329 14,092 13,270 14,064 18,283 8,168
Butter 2,174 2,507 4,042 4,720 2,408 3,406 2,731 3,481 4,549
Cheese 616 82 585 956 1,197 1,456 957 2,288 1,888
Eggs 2,225 1,778 3,388 5,577 4,634 8,611 9,345 7,131 8,321
Fresh fruits and
nuts 7,981 8,743 28,656 62,689 55,134 48,527 51,153 5,746 928
Apples 2,374 1,275 15,906 18,441 17,585 19,249 16,520 1,150 818
Oranges 4,660 6,947 7,244 17,519 19,297 16,279 18,318 4,389 85
Bananas 0 0 3,225 22,808 14,340 8,794 15,901 0 0
Grapefruits and
lemons 10 170 305 138 216 104 204 108 9
Grapes 0 0 41 455 388 399 13 0 0
Fresh or dry nuts 23 72 108 150 266 321 145 83 6
Other fresh fruits 1,006 276 2,118 3,010 3,265 3,382 54 16 i7
Preserved fruits 11,208 10,298 21,777 16,390 13,467 6,301 4,944 7,871 3,936
Fresh vegetables 285 426 3,114 4,734 4,156 2,927 1,437 4,947 5,916
Prepared vegetables 6,982 3,116 3,978 6,380 6,016 8,562 7,185 9,615 1,415
Sugar, refined 88,100 94,360 50,824 46,619 56,267 98,541 57,042 173,232 167,251
Sugars and syrups 1,481 3,977 1,869 2,820 2,762 3,058 2,597 5,236 5,408
Margarine 10,923 10,815 188 4,184 1,121 6,934 1,871 1,846 11
Chocolate products 486 95 256 948 142 667 747 955 1.556
Tea 2,450 3,330 3,428 4,035 3,652 3,965 2,585 3,373 3,500
Spices 1,587 309 5,632 1,651 3,634 1,442 789 712 521
Non—-alcoholic
beverages 3,495 3,117 9,043 11,232 8,550 8,148 4,448 2,897 2,100
Cigarettes 1,487 1,492 2,350 2,107 1,730 2,182 2,336 1,145 1,494
Other manufactured
tobacco 63 86 217 301 771 236 495 1,182 2,230
Vegetable oils 190 851 1,930 4,073 3,558 3,154 1,671 6,200 1,253
Palm oil 3,557 508 7,021 9,147 8,014 19,474 16,517 28,925 19,113

Source: (52).
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Imports of fruits and vegetables increased from US $12 million in 1977 to a
peak of US $41 million in 1981. These imports steadily declined to only US
$11.7 million in 1985 due to a ban imposed in late 1982.

The EC's share of Yemen's agricultural imports increased from 44 percent in
1977 to 63 percent, worth a total of $213.4 million in 1985 (52). Within the
EC countries, The Netherlands was the major supplier, accounting for about 33
percent, followed by the United Kingdom with 22 percent, France with 21
percent, and the Federal Republic of Germany supplying 8 percent in 1985.
Australia's share declined from 19 percent in 1977 to 16 percent in 1985,
while the U.S. share rose from less than 1 percent in 1977 to 5 percent in

t 1985.

U.S. Agricultural Exports and Major Competitors

The United States plays a small but growing role in Yemen's agricultural
imports. During the last decade, U.S. agricultural exports to Yemen have been
fluctuating between a low of US $682,000 in 1977 to a high of US $73.3 million
in 1983. US exports declined to US $15 million in 1985, doubled to US $30
million in 1986, and reached US $53 million in 1987, as efforts to boost the
U.S. share were successful.

Since 1980, U.S. exports to Yemen have been dominated by food and feed grains,
averaging more than 90 percent of total agricultural exports. The balance
included peas, lentils, planting seeds, vegetable oils, and honey (tables 21
and 22). :

Yemen's wheat imports rose from 231,000 tons in 1977 to 623,000 tons in 1986.
With the exception of 1983, Australia dominated the Yemeni market, increasing
its supplies from 222,920 tons, or 96 percent of total wheat imports in 1977,
to 517,438 tons in 1986, or 83 percent. The United States shipped a little
over 1 percent of Yemen's total wheat imports in 1977 but peaked at 327,222
tons in 1983, or nearly 78 percent, the only year when U.S. shipments exceeded
those from Australia. Other suppliers include the EC and Canada (table 23).

Yemen's imports of wheat flour increased from 56,000 tons in 1977 to a peak of
184,000 tons in 1985 and then declined to 142,000 tons in 1986. The EC has
traditionally been the major supplier. In 1986, however, U.S. competition for
the wheat flour market, supported by the U.S. Export Enhancement Program
(EEP), achieved an increased U.S. presence in the market, shipping 75,663
tons, or 53 percent of the total. The EC share then declined to 42 percent.
Major EC flour-exporting countries are Belgium-Luxembourg, the Federal
Republic of Germany, and France (table 24).

Yemen imports all its rice requirements mainly from the United States and
Thailand. The United States was the major rice supplier to Yemen during
1978-83, with over 96 percent of the total. Competing Thai rice, however,
reduced the U.S. share to 76 percent in 1984, to 40 percent in 1985, and to 36
percent in 1986. U.S. rice is preferred, and consumers are willing to pay a
high premium for it, as indicated by the high price of imported U.S. rice per
ton relative to other sources (table 25). 1In 1986, U.S. rice exports rose to
24,000 tons.

Yemen's corn imports are not large, increasing from 146 tons in 1977 to 15,806
tons in 1984 and then decreasing sharply to 4,500 tons in 1986. The United
States was a major supplier, shipping a high of 13,834 tons in 1984, 87
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Table 21--U.S. agricultural exports to Yemen by value

Commodity 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
Us $ 1,000
Cereals and cereal
preparations 13,876 408 8,259 7,106 7,341 15,177 15,328 70,003 34,138 13,716 28,807
Wheat and flour 1,112 283 3,655 426 466 18 983 54,667 15,238 4,000 23,834
Wheat 528 283 3,519 0 0 0 0 54,667 14,217 4,000 12,577
Wheat flour 584 0 137 426 466 18 983 0 1,021 0 11,257
Rice 12,593 0 4,472 6,547 6,422 14,591 12,622 13,497 16,017 7,779 4,973
Corn 13 79 124 132 450 568 1,723 1,815 2,829 1,899 0
Other cereals and cereal
products 158 46 8 0 3 0 0 24 54 38 0
Fruits and vegetables 6 8 9 22 17 1,103 299 479 23 77 42
Feeds and fodders 0 0 0 0 254 108 1,130 2,081 201 0 0
Oilcakes and meals 0 0 0 0 173 130 431 87 0 0 0
Vegetable oils 354 72 35 57 50 119 128 0 46 49 21
Planting seeds 30 28 61 41 79 6 97 95 313 120 276
Meats and meat products 0 0 0 0 11 0 0 0 43 26 0
Dairy products and eggs 73 108 396 2 147 0 0 0 0 0 20
Sugar and honey 0 12 47 39 47 98 9 117 114 47 60
Nursery and greenhouse items 0 0 0 0 0 0 0 0 609 521 374
Miscellaneous food preparations 120 27 22 3 73 16 52 45 144 91 271
Subtotal 14,459 663 8,829 7,270 8,192 16,757 17,474 72,907 35,631 14,647 29,871
All others 145 19 28 3 14 82 334 427 234 123 36
Total 14,604 682 8,857 7,273 8,206 16,839 17,808 73,334 35,865 14,770 29,907

Sources: (52, 57, 58).




Table 22--U.S. agricultural exports to Yemen by volume

Commodity 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986

Metric tons

Cereals and cereal

preparations:

Wheat 3,475 2,515 25,401 0 0 0 0 344,405 105,429 29,771 111,757
Wheat flour 3,043 0 579 1,823 1,741 63 4,063 0 4,578 0 75,663
Rice 29,210 0 7,609 15,740 13,151 28,185 29,709 30,371 38,119 21,189 23,909
Corn 17 114 204 195 617 2,499 7,825 6,985 13,834 10,344 0

w Other cereals and

© cereal products 525 143 4 0 5 0 -0 9 29 8 0
Fruits and vegetables 5 7 2 4 3 2,139 264 1,079 25 148 151
Feeds and fodders 0 0 0 0 1,313 500 4,472 8,584 600 0 0
Oilcakes and meals 0 0 0 0 665 499 1,499 299 0 0 0
Vegetable oils 326 107 40 65 59 139 169 0 50 40 13
Planting seeds 2 5 6 11 1 8 12 74 31 27
Meat and meat products 0 0 0 0 6 0 0 0 34 24 0
Dairy products and eggs 56 57 515 26 184 0 0 0 0 0 9
Sugar and honey 0 10 25 19 32 52 5 62 70 27 26

Sources: (52, 57, 58).
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Table 23--Yemen's imports of wheat by country of origin and by quantity and value

Source 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
Metric tons
Quantity from:
Australia 222,920 169,605 255,231 237,192 269,495 288,844 61,180 118,234 359,491 517,438
Canada 0 0 340 0 0 0 0 26,899 80,853 0
United States 2,516 24,134 0 0 0 0 327,222 100,170 28,282 106,169
European Community 6,000 7,000 470 3,000 2,000 13,353 14,450 0 0 0
Argentina 0 0 8,422 0 0 0 0 0 0 0
Others 73 0 1,265 50 3 2 18,750 95,171 0 0
Total 231,509 200,739 265,728 240,242 271,498 302,199 421,602 340,474 468,626 623,607
Us $ 1,000
Value from:
Australia 26,118 21,326 43,486 43,210 50,418 45,122 8,916 16,836 50,048 57,302
Canada 0 0 56 0 0 0 0 3,441 11,097 0
United States 283 3,519 0 0 0 0 54,669 14,216 3,999 12,576
European Community 637 1,449 105 762 476 2,753 1,788 0 0 0
Argentina 0 0 1,112 0 0 0 0 0 0 0
Others 25 0 186 12 2 2 3,278 13,384 0 0
Total 27,063 26,294 44,945 '43,984 50,896 47,877 68,651 47,877 65,144 69,878

Sources: (21, 52).




Table 24--Yemen's imports of wheat flour by country of origin and by quantity and value

Source 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986

Metric tons
Quantity from:

European Community 56,549 73,641 104,322 67,565 87,132 128,421 137,755 154,273 184,680 59,717
Canada 0 0 0 0 0 0 0 1,075 0 7,038
United States 22 0 50 15,772 4,521 5,048 0 0 0 0
Saudi Arabia 0 579 1,823 1,741 63 4,063 0 4,578 0 75,663
Others 5 0 851 0 0 2,372 1 2,611 0 0
S Total 56,576 74,220 107,046 85,078 91,716 139,904 137,756 162,537 184,680 142,418
us $ 1,000
Value from:

European Community 8,256 11,347 17,169 17,465 19,280 23,401 18,519 26,568 31,664 9,172
Canada 0 0 0 0 0 0 0 308 0 1,425
United States 0 137 426 466 18 983 0 1,021 0 11,257
Saudi Arabia 7 0 16 1,255 310 714 0 0 0 0
Others 2 0 173 0 0 493 1 505 0 0
Total 8,265 11,484 17,784 19,186 19,608 25,591 18,530 28,402 31,664 21,855

Sources: (21, 52).
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Table 25--Yemen's imports of rice by country of origin and by quantity and value

Source 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
Metric tons
Quantity from:
Australia 0 0 0 0 0 105 69 0 105 0
European Community 3,000 0 0 0 37 35 1 4 24 0
India 0 0 5,325 0 524 0 0 0 0 0
Pakistan 2,654 0 0 145 0 784 346 592 100 200
Thailand 27,788 2,015 7,501 4,804 0 0 0 11,549 31,876 43,141
United States 0 7,609 15,742 13,151 28,188 29,710 30,371 38,119 21,189 23,909
Others 0 0 14 449 372 78 3 22 104 21
Total 33,442 9,624 28,582 18,549 29,121 30,712 30,790 50,286 53,398 67,271
Us $ 1,000
Value from:
Australia 0 0 0 0 0 42 27 0 31 0
European Community 1,691 0 0 0 20 22 1 5 7 0
India 0 0 1,775 0 380 0 0 0 0 0
Pakistan 976 0 0 31 0 396 228 382 74 140
Thailand 6,505 706 2,113 971 0 0 0 2,901 6,817 8,973
United States 0 4,472 6,547 6,422 14,591 12,622 13,497 16,017 7,779 4,973
Others 0 0 6 259 187 35 2 15 50 16
Total 9,172 5,178 10,441 7,683 15,178 13,117 13,755 19,320 14,758 14,102

Source: (52).




percent of all corn imports, but declining to 10,344 tons in 1985 and to zero
in 1986 (table 26).

Under the U.S. EEP, in April 1986, Yemen was eligible for 150,000 tons of
mixed poultry feed, but only 6,000 tons of this were shipped. 1In 1987,
however, nearly 105,000 tons were sold at Us $13.6 million. This sale
occurred in the face of keen competition, especially from Dutch firms which
have been active in the Yemen market for several years.

Increasing demand for poultry and red meat and the lack of feeds from domestic
sources encouraged feed imports. In 1986, for example, Yemen received 168,000
tons of feedstuffs at a total cost of about US $33 million, most of which
originated in the EC (table 27). '

Outlook for U.S. Trade

Competition between the United States and the EC is keen, especially for the
surplus items promoted by export subsidy programs. 1In accordance with the
Common Agricultural Policy, EC subsidies have contributed substantially to
sales of EC products and have enabled exporters to compete in Yemen and
elsewhere in the Middle East, where EC prices are higher than world prices.

The United States sought to promote exports when it announced the EEP in May
1985. U.S. agricultural export policy was based on providing credit programs,
such as PL-480, GSM 102 (short-term credit of up to 3 years), and GSM 103
(medium-term credit of 4-7 years), with prices determined by world markets.
The combination of EEP and U.S. credits extended to Yemen more than tripled
the value of U.S. agricultural exports between 1985 and 1987.

EC agricultural exports to Yemen have a larger proportion of high-value
products than do U.S. exports. The EC, therefore, had a larger share of the
Yemen market in U.S. dollar terms than did the United States, which delivers
more of the lower value bulk products, raw or semiprocessed, such as wheat,
flour, rice, corn and feed. U.S. sales could be expanded if the United States
provides credits associated with competitive prices, and if U.s. exporters
concentrate on shipping more high-value commodities, including dairy products,
meats, and processed foods. Yemen's liberal economic policies are highly
favorable for creating a larger market for U.S. agricultural exports.

U.S. Credits

In fiscal year 1987, the United States increased credit to Yemen to US $88
million for purchasing U.S. commodities, especially wheat, wheat flour, rice,
mixed poultry feed, vegetable oils, and planting seeds. These programs
included US $15 million for wheat and rice under PL-480, Title I (US $10
million for wheat and US $5 million for rice), US $25 million under the GSM103
(US $15 million for wheat and US $10 million for wheat flour), and Us $38
million under GSM102 (US $16.1 million for mixed poultry feed, US $9.1 million
for wheat flour, US $6.9 million for wheat, US $5 million for rice, and US
$0.9 million for planting seeds). In March 1987, the United States authorized
an additional US $10 million under GSM102 for exports of vegetable oils. The
use of these credits, in addition to EEP, has boosted U.S. agricultural
exports to Yemen from US $30 million in 1986 to over US $53 million in 1987.
This trend is expected to rise during the next few years until Yemen's
weakened foreign exchange situation improves.
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Table 26--Yemen's imports of corn by country of origin and by quantity and value

Source 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
Metric tons
Quantity from:
Thailand 0 0 0 3,850 0 6,000 986 1,972 0 0
United States 114 204 195 617 2,499 7,825 6,985 13,834 10,344 0
Yugoslavia 0 0 0 0 0 0 0 0 3,000 4,500
Others 32 0 185 171 4 2 0 0 0 0
Total 146 204 380 4,638 2,503 13,827 7,971 15,806 13,344 4,500
Us $ 1,000
Value from:
Thailand 0 0 0 632 0 810 144 275 0 0
United States 79 124 132 450 568 1,723 1,815 2,829 1,899 0
Yugoslavia 0 0 0 0 0 0 ) 0 0 348 485
Others 14 0 51 39 5 1 0 0 0 0
Total 93 124 183 1,121 573 2,534 1,959 3,104 2,247 485

Source: (52).




Table 27--Yemen's imports of animal feeds by country of origin and by quantity and value

Source 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986

Metric tons
Quantity from:

Australia 36 0 0 0 0 0 0 0 0 1,089
European Community 98 1,247 2,241 6,835 10,325 23,682 50,134 103,338 141,848 167,100
Belgium-Luxembourg 0 0 0 1 0 1,604 8,631 8,286 12,848 35,713
Denmark 0 270 0 0 1,050 3,100 0 397 237 9,583
France 49 0 520 291 680 1,734 319 450 324 1,522
Federal Republic of 0 0 0 1,479 267 2,389 2,291 336 1,992 0
Germany
Italy 2 0 0 0 0 0 9 1,014 0 5
Netherlands 39 912 1,701 5,043 8,328 14,852 38,884 92,804 126,640 120,274
United Kingdom 8 115 20 21 0 3 0 51 0 3
United States 0 0 0 1,979 1,000 5,972 8,882 600 0 0
India 1,924 0 4,723 0 0 0 0 0 0
Jordan 37 12 0 0 0 0 0 0 0 0
N Kuwait 0 0 268 386 0 0 0 0 0 0
Saudi Arabia 0 0 7 38 44 1 0 0 0 0
Sudan 0 0 6,928 3,458 0 0 0 0 0 0
Others 0 0 0 230 400 0 0 0
Total 2,095 1,259 14,167 12,926 11,769 29,655 59,016 104,938 141,847 168,189
Us $ 1,000
Value from:

Australia 12 0 0 0 0 0 0 0 0 189
European Community 42 423 764 2,465 3,523 6,805 13,941 27,636 33,387 32,426
United States 0 0 0 426 238 1,561 2,168 200 0 0
India 273 0 625 0 0 0 0 0 0 0
Jordan 15 4 0 0 0 0 0 0 0 0
Kuwait 0 0 94 140 0 0 0 0 0 0
Saudi Arabia 0 0 5 26 1 0 0 0 0 0
Sudan 0 0 579 265 0 0 0 0 0 0
Others 0 0 0 89 8 0 0 261 0 0
Total 342 427 2,067 3,400 3,795 8,367 16,159 28,097 33,387 32,615

Source: (52).




Because U.S. credit programs and agricultural exports to Yemen are
concentrated mainly on grains, especially wheat and wheat flour, Yemen's
import demand for wheat and wheat flour is investigated in the following
section.

IMPORT DEMAND FOR WHEAT AND PROJECTION TO 1991

I developed an import demand model for wheat and wheat flour and applied it to

Yemen. The model's major focus is to identify the main factors affecting ,
import demand behavior, including government policies, and to project wheat

imports through 1991. More details on data and the model estimation are

presented in the appendix.

Wheat Import Demand and its Explanatory Factors

Table 28 presents the results of the import demand model for wheat using
ordinary least-square regression (OLS) procedure. Results indicate that
fluctuation of the dependent variable is explained by a set of explanatory
variables including own price, GDP, floating exchange rate, fixed exchange
rate, and consumer preference index for wheat. All t-values of the estimated
coefficients were highly significant, except for the fixed exchange rate (even
though its sign is still negative). Also, the Durbin-Watson test indicates no
significant autocorrelation problem in the time-series data of the model.

Projection Assumptions on Explanatory Factors

Because the coefficient of the multiple determination, or R2, is 0.99, the
estimated equation of import demand is a good predictor for forecasting
Yemen's import demand for wheat through 1991 (fig. 1), providing no drastic
structural change in the Yemen's economy. Projection assumptions follow.

Table 28--Wheat import demand equation for Yemen, 1972-86

Independent variable Coefficient T-statistic

Intercept 5.199199 26.919

Price of wheat (PW) -.002151 -5.8246

Gross domestic product (GDP) .000125 4.6946

Floating exchange rate (FLXR) -.024675 -2.1025

Fixed exchange rate (FXR) -.014667 -1.1618

Per capita Yemen/world wheat consumption (PCR) .982774 6.1487

Dependent variable = Wheat imports in log form (1,000 metric tons of
wheat equivalents)

R? = 0.992

Number of observations = 15

Degrees of freedom =9

Durbin-Watson = 2.198
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Figure 1. Historical and projected import demand
for wheat in Yemen, 1972-86

1,000 metric tons
900

800 -

700

600 -

500 -

400 -

300 -

200 -

100 T T | E— T T T T T T T T T
1972 73 74 75 76 77 78 79 80 81 82 83 84 85 86

L] Historical imports + Projected imports

The newly discovered oil will transform Yemen from an oil-importing to an
oil-exporting country over the next few years. 0il revenues will be the
main source of foreign exchange and income for Yemen. These revenues are
also the most important factor affecting Yemen's economic prospects and
potential development during the current third 5-year development plan
(1987-91). Government statistics reveal that the known oil reserves are
500 million barrels. Observers, moreover, indicate that the intensive
exploration program undertaken by foreign companies will probably lead to
a doubling of oil reserves over the next 3-4 years, contributing more
foreign exchange earnings. Therefore, my projection of import demand for
wheat will assume two GDP growth rates: one representing oil reserves of
500 million barrels, and the other assuming doubling of proven oil
reserves.

Price prospects for wheat and oil are uncertain over the next 5 years.
While the wheat price trend over the past 4 years was down, it may have
bottomed out during 1987. 1In the international wheat market, no sharp
increases are forecast as long as excess supplies exist, especially in
the United States. A world wheat surplus, however, does not exclude a
gradual and slight increase in nominal price over the medium term. I,
therefore, assumed that border prices of wheat and wheat flour through
1991 will likely stay constant in real terms at the 1986 levels. An
increase of Yemen's o0il production and oil prices over 1987-91 is
implicitly calculated in the projected GDP growth rates for Yemen. It is
also assumed that the riyal will continue to float over the next 5 years
to eventually allow for appreciation of its currency, if it occurs, due
to economic growth from the newly discovered oil and increasing foreign
exchange earnings. Therefore, any appreciation of the Yemeni riyal
against the U.S. dollar is associated with increasing imports.
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Yemen's per capita wheat consumption will continue to increase faster
than world consumption through 1991. But two possibilities can be
envisaged concerning this ratio: the first is to remain constant at 1986
level, indicating no change in the ratio of Yemen to world per capita
wheat consumption would occur over the next 5 years; the second assumes a
time-trend growth rate approximately 1.5 percent per year.

Projection Scenarios for Wheat Import Demand

Six scenarios are assumed as follows:

Scenario 1 is a time-trend projection assuming a historical GDP growth
from 1985-86 average growth rate of 4.35 percent in real terms, and a
time-trend per capita Yemen-to-world wheat consumption ratio. All other
variables are kept constant in real terms at 1986 levels (price of wheat,
price of flour, and Yemen's floating exchange rate).

Scenario 2, as scenario 1, is a time-trend projection assuming a
historical GDP growth from 1985-86 average growth rate of 4.35 percent in
real terms, but a constant per capita wheat consumption ratio at the 1986
level. All other variables are kept constant in real terms as in 1986
(price of wheat, price of flour, and Yemen's floating exchange rate).

Scenario 3 assumes a GDP growth rate of 7.7 percent per year in real
terms, and a time-trend per capita wheat consumption ratio. The annual
growth rate of 7.7 percent is an estimate of Yemen's economic growth rate
during the third 5-year development plan (1987-91), based on results of a
macroeconomic model derived by the World Bank which assumes oil reserves
of 500 million barrels and assures low nominal oil prices of US $14/bbl
in 1987 increasing to US $17/bbl in 1991. As in the above scenarios, the
price of wheat, flour, and Yemen's floating exchange rate are kept
constant in the real terms at 1986 levels.

Scenario 4 assumes a GDP growth rate of 7.7 percent annually in real
terms and a constant per capita wheat consumption ratio at the 1986
level. The annual growth rate of 7.7 percent is arrived at as in
scenario 3. All other variables (price of wheat, price of flour, and
Yemen's floating exchange rate) are kept constant in real terms.

Scenario 5 assumes a GDP growth rate of 12.8 percent in real terms and a
time-trend per capita wheat consumption ratio. The annual growth rate of
12.8 percent is based on results of a macroeconomic model derived by the
World Bank which assumes o0il reserves of 1 billion barrels with higher
nominal oil prices starting at US $17/bbl in 1987 and rising to US
$23.60/bbl in 1991 (68). All other variables (price of wheat, price of
flour, and Yemen's floating exchange rate) are kept constant in real
terms.

Scenario 6, like scenario 5, assumes a GDP growth rate of 12.8 percent in
real terms but a constant per capita wheat consumption ratio at the 1986
level. All other variables are kept constant in real terms (price of
wheat, price of flour, and Yemen's floating exchange rate).

Scenarios 5 and 6 demonstrate the case of doubling o0il reserves combined
with higher oil prices in the world market. These scenarios illustrate
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Yemen's import demand for wheat under higher GDP. (Projection data are
presented in the appendix).

Projection Results to the Year 1991

All six scenarios forecast increasing import demand for wheat at various
rates, depending on GDP and the Yemen-to-world wheat consumption ratio.
Scenarios 1, 3, and 5 assume an increasing wheat consumption ratio over
time and project that the import demand for wheat will increase at a
higher rate than the increases in scenarios 2, 4, and 6, all of which
assume a constant consumption ratio. Scenario 5 presents the upper
bound, or the most optimistic, scenario, and scenario 2 presents the
lower bound, or the least optimistic, scenario. Scenario 6 forecasts
1,259,000 tons, or an average annual increase of 8.3 percent. However,
both scenarios 5 and 6 depend on uncertainty surrounding the assumed
doubling of o0il reserves and increasing international oil prices.
Scenarios 3 and 4, based on known o0il reserves in Yemen and conservative
oil price assumptions, are considered the most likely. Under scenarios 3
and 4, wheat imports are forecast to fluctuate between 1.1 and 1.2
million tons, or an average annual import growth of 4.3 and 6.9 percent
(table 29 and fig. 2).

Due to price uncertainty, the projections of scenarios 1, 3, and 4 are
considered to be the most likely scenarios for Yemen, amounting to an
annual wheat consumption from (both imported and domestic wheat) between
160 and 180 kg per capita in 1991.

These forecasts are considered to be moderate, because of two main
reasons:

o It is expected that the increase of Yemen's foreign exchange revenues
from oil exports will be partially offset by an anticipated drop in
the inflow of workers' remittances, official grants, and concessional
loans. Therefore, the overall effect of foreign exchange earnings on
import demand will parcially be dampened.

o It is expected that the historical trends of highly increasing demand
for wheat that occurred during the last decade will diminish over
time. During that period, Yemen has experienced a shift from
consumption of sorghum and millet to consumption of wheat and rice.

Table 29--Wheat import demand forecasts for Yemen, 1987-91

Year Scenario Scenario Scenario Scenario Scenario Scenario
1 2 3 4 5 6

Metric tons

1987 888,750 888,750 888,750 888,750 888,750 888,750
1988 931,310 910,780 949,040 928,110 976,670 955,140
1989 984,070 934,340 1,024,210 972,450 1,091,120 1,035,990

1990 1,030,760 959,590 1,098,440 1,022,580 1,219,660 1,135,440
1991 1,091,630 986,650 1,194,320 1,079,470 1,393,080 1,259,110

48




Figure 2. Actual and forecast import demand
for wheat in Yemen, 1972-91
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o This phenomenon is characterized by the take-off stage of the development
process in many developing countries, where an increase in income and
rural-to-urban migration is usually associated with a shift toward
consuming more wheat and rice (1). Per capita wheat consumption in Yemen
increased from 48 to 140 kg, rice from about 0.5 to over 10 kg, while
sorghum and millet decreased from 143 to 77 kg.

Due to constraints in the local setting of Yemen's agricultural sector,
prospects for expanding wheat production are limited. Declining cereal
production and increasing demand for wheat caused wheat imports to rise from
155,000 tons in 1972 to 821,570 tons in 1986, which represented over 93
percent of Yemen's total wheat consumption.

An increase in Yemen's wheat production is virtually precluded by low net
returns from wheat, low productivity, lack of government support, and low
wheat prices in the world market. The wheat price on international markets
is two to three times cheaper than that of domestically produced wheat. The
gap between production and consumption is, therefore, widening, and an
increase in import demand is needed to cover the growing market demand for
wheat in Yemen. :
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CONCLUSIONS

The overall market for agricultural imports to Yemen has shown substantial
growth since the midseventies. Yemen's agricultural imports increased from
US $155 million in 1976 to US $336 million in 1985, mainly in food grains,
feeds, beef, poultry, sugar, vegetables, fruits, edible oils, and dairy
products. 1In response to a government ban on imports of fresh fruits and
vegetables in 1982 and poultry in 1985, Yemeni production has increased
substantially to meet domestic requirements. However, due to several
agricultural constraints, prospects for expanding wheat production are
limited without large government subsidies. More than 93 percent of all
wheat consumed in Yemen is importa:d. Historical data indicate thet Yemen is
becoming more dependent on foreign supplies, especially of wheat, wheat
flour, rice, and feed stuffs.

Efforts to increase U.S. agricultural exports to Yemen since 1985 have been
bolstered by various U.S. credit programs in addition to the EEP. These
programs helped increase U.S. agricultural exports to Yemen from US $15
million in 1985, to US $30 million in 1986, and to over US $53 million in
1987. This trend indicates that the Yemen market is responsive to, and able
to absorb, greater volumes of U.S. commodities compared with 1985. The
trend also suggests that the extension of U.S. credit and the EEP programs
were effective tools for increasing the U.S. share of the Yemen market.
Between 1985 and 1987, the U.S. share increased from less than 5 percent to
more than 15 percent.

Prospects are good for increased U.S. sales of wheat, wheat flour, rice,
corn, and animal feeds to Yemen. These commodities have also constituted
over 90 percent of total U.S. agricultural exports to Yemen since 1980. The
market could absorb a variety of other commodities, especially high-value
products, such as meats, dairy products, and processed foods.

Competition between the United States and the EC is especially keen for
surplus items promoted by export subsidy programs in accordance with the
Common Agricultural Policy of the EC. EC subsidies contribute substantially
to the sales of EC products and enable EC exporters to compete effectively
with U.S. exporters in the Yemen market. During 1984-86, the EC maintained
about a 30-percent share of the market while the U.S. share was below 9
percent.

Increased earnings from exports of the newly discovered oil should create
good opportunities for U.S. exporters in the next few years. Attempts to
increase the U.S. share, therefore, appear feasible, but some items will
require market studies to establish a strategy suitable to Yemeni
conditions. Yemen's liberal economic policies are also considered to be
highly favorable to larger markets for U.S. agricultural exports.
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