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INTRODUCTION

i. Tne develupment prospects of the two lzast developed coun-
tries of a2 ELWA regidnsy namely tne People's Democratic of
Yemen 3nu the Yemen Arab 2epublice have remained bleak over the
years as a result of an extremely low level of agricultural pro-
ductivityy small ingustrial sectors high rate of population
growths scarcity of resourcesy lack of physical and institu-
tional infrastructares high level of illiteracys lack of skilled
manpowere endenic diseasesy 1solated sattlem2nts and strong
rural-urban and outward mijrations This situation has been
aygravacted in Yem2n by a century-old isolation from the rest of
the worla and still prevailing regional tribal systemss which
tend to hamper development initiatives in the hinterlandse

2. In an effort to resolve these complax problemss botn cour-
tries embarked on amditious development programmes and success-—
fully sought the nacessary technical and financial assitance at
the international level,. Furtnermorey both countries todk
active part in the elabouration of the SNPA and incorporatad most
of its provisions in thesir current development planss. Howevery
owing to the size of the two countries and the unfavourable
social and economic conditiunsy great efforts are necessary in
order to show tanjible resultse

3. Both Yemens sufferea severe set-backs in their development
effortsy when tney ware hit by tragic natural disasterss, namely,
extensive floods in Democratic Yemen in spring 1982 and early
1983 and davastating earthguakes in parts of Yamen in Decembar
1982. doth disasters claimed a great number of lives and left
large nuabers of people homelesse The economic longer-term
effects weres in Democratic Yemens the destruction of about one
third of the crup areas thus reducing the agricultural output by
about one quarter for years to comee In 3dditiony a large share
of the livestock 3nd important infrastructure were destroyedy
adding up to an estinated total damage of $975 millione The
disastars happeled at a time w~hen the implementation of the cur-
rent development plans was in a critical stagss to the extent
that the financial resources available did not cover the antic-
ipated expenditures of the planse Thereforesy the redeployment
of resources towards rehabilitation and reconstruction led to
downwara vrevisions of the development plans combined with calls
for further extarnal assistancees
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Ie MAJOR CEVELOPMENTAL ISSuesS
Aes _Resources_endowment
L Both countries are located in the south-western and south-

Brn  part of the Arabian peninsulay Democratic Yemen with a size
Of 33648569 s3e. kme and Yemen with 195,000 sge kine They ooth
have long coastlines and sevaral islandsy - Yemen along the HKeaag
Sea andg Democratic Yemen along the Arabian Sea - and mainlands,
which show sinilar features, namely a warm and humid coastal
Zone; 3 mountainous dry regiony which in Yemen IS nore prominent
than in ODCemocratic VYemen; a desert region extenging into the
Saudi Arabian desert and a belt of rather fertile valleys
{wadis) with seasonally rain-fed streamse The major part of the
surface of both countriesy nowevery is arid land and deserts and
neither country has any snowfalls or perennial riverse

Se Uwinyg td the scarcity of waters only 80+000U hectares or Je.2
per cent of ths total surface are regularly cultivated in Demo-
cratic Yemene In Yemeny, despitz its smaller sizZey 145 million
hectares or 7.7 per cent of the surtace are cultivatede These
areas are limited to the coastal zona and the grezn valleys
(wagis) and partlysy mainly in Yemen, extend intn the mountain
region tnrough the wuse of the very labour-intensive method of
terracing the lande About 13.3 per cent of the surface in Yeman
and  about C.4 per cent in Democratic Yem2n are grazing land o>r
irregulariy cultivateg land, depending on the amount of scasonal
rainfall.

5 About 88 p2r cent of Yemen's population of Te2 million
{1981) live in rural areas, nostly in habitations scattered ovar
the countryy according to the availability of water. VYemen's
population density of 37 inhabitants per SGe kme stands out
against that of Democratic Yemen of 5.9 22rSUNS Per Sge KmMe In
Democratic Yeman only 53 per cent of the le95 million (1i981)
population 1liva in rural areas, owing td the concantracion >f
economic activity in the capital citye oBoth countries® popa-
Tations grow at 3adoat 2.5 per cent annually. Howevary oOwing to
3 VEry strony migration fron rural to urban areas and to aeigho-
duriny countriesy tha share of ths rural population in the total
population is declining.

T The share of th2 13sour torce in thz total population
amoults to about 25 per cent in 2ach Iountrys with U5 million
in Cemocratic Yemen ang ie3 million in Yemens 3B3oth countries
suffer from a wvery strony outward @igration to  tne il
countriesy causing a considerable shortajge of manpow2r availaple
for develupment in the two Yemensy especially in agriculture anc
constructions This nanpower $3Pr Created Dy attracting wajes in
the 0il countriess had to po» partiaslly fi1lleg uy less expensive
foreign laboure.
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Be The low life exyectancy at birth of about 45 years in Jemd-
Cracic VYemen and 4l.5 years 1n  Yemens combined with a high
infant mortality of about 146 and 169 per thousand,

respectivelyy are further straining the labour potential for the
future.

9. Kith th2 a3im of qualitatively improviag the manpower potey-
tialy botn countries embarked on ambitious education programmessy
which bYore a first fruit Dy reducing the illiteracy rate in Den-
ocratic Yemen tO 51s2 per cent for malas and 73 per cent for
females and in Yemen to 65 per cent for males and 79 per ceat

for femalese. Thase rates are still well above the average of
the ECWA countriesy but in the long run both countrizs should Se
aole to supply their i1digenous skilled personnele. Graat

effortse thereforey are made to 2xpand ana improve educatione

1G. As regards mineral rasourcese both countries have so far
found few minerals worth 2xploitinges Surveys are being con-
ducted ana there is optimism regarding deposits of oils gold aad
iron in Democratic Yemen and of oil and several matalsy espe-
cially coppery in Yewen. The economy of 2xploiting these depos-
its is still under assessmente Recent explorations ot oil
reserves in th2 north-eastern part of Yemen (Maareb region) are
promisinge Several proplemss nowevers ~ill have to be solveda
defure Yemea can make use of oil reserves for inte2rnal consump-
tion and becone an Ooil-exporting countrye First of ally the
access to internal outlaets and the sea by pipelines through tnhe
mountainous terrain will »po Capital-intensiva. ™Moreovery it
seems that co-ordination withn neighbouring Demotratic Yem2n ang
Saudi  Arabia would de nacessdary in view of the proximity of oil
reservese Regjarding otner mineralsy currant extraction is most-
ly limitea to builoing materials ana salt (sera salt in
Democratic Yemen and rock salt in Yemzan) e

li. doth  countries are absolute energy importars for the tine
beinge Tha2 2xpensas for oil as tne only source of energy form a
larj2 part of the inport biils of both countriess Utner sources
of eneryy are not utilizsd at presenty but studies o the use of
solar @energy are being conducted. Ooviouslye if the 2i) expec-
tations matarializes this will pe of great advartage tc the
economies of ths two countries and to their g2velopment pros-
Dectse

12. A major resource in butn countriess which 1s nat yet proo-
2rly uszdy is the great fish-wealth of thz adjoining saass which
are considerelds in tie cas2 d>F Jenocratic Yemen, amonj the righ-
2st fishing areas in the world. The '1ong shorelines 5f botn
Countries grovide 2xtensive fishinj opossibilitiese currsng
2«pioitatinn  runs at about one thira of the total potentialy as
2stimat=2a Ly FATYy while dzmanid,y particularly domesticy fir Fishn
And related orodacts is radidly 11creasin j.
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13. Duringy th2 1973sy th2 two least devzloped codntries of tne
region had registared high rat2s of economic Jrowthe which con-
tinuegd into tne early 1950se Howevere in 1980 aund 1981y tne
growth rates 22clin2a in real termss [N 1982y the natural dis-
asters substantially sid>wed down tne growsth trend and increased

the countries® need for foreign assistalce. Estinated growtn
rates for Yem2n w2r2 le? ner cent in 1583 and 2.7 per cent in
1984, The jrowth rate2 ftor Jvemocratic Yemen was 2stimceted 3t

over 9 per cent in 1983,

14. In the2 course >f the implementation »f the respective Szc-
ond Five Year Jevelopment Plans (SFYuPs), government expendi-
tures in both cZountries were shargly increaseds. In Yemocratic
Yemen they rose wuy 27«4 p2r centy 45.2 der Celte and apout 38
per cent in 19380y 1981 and 198y respsctivelyys reaching the
respectivz  levels of $45643 milliony 56673 million and $921
miliione. Furthermores revenues also increased until 1982, wh2n
they registered a 5«4 per cent declines after having reached a
peak of $305 wnillion in 1981 The ratio of govarnment expendi-
tures to GDOP increased from about 67 per cent in 1940 to 99 par
cent in 198Z2. At the same times tie level of consumption
2xpenditures kapt exceeding that of GJOP. The gap thus createa
was filled »Dy r2mittances trom Yemenis ~orking abroade These
private transfersy which w2r2 mainly used to support the private
sector in tae fielas of trade and constructions r2ached about
$448 million in 1982 aft2r declines in tna2 two previous y2arse

15. Anile goverament expendituras in Yemsn rosz by 36 per ceit
and 24 per cent in 1961 and 1982+ respectivelys reaching tne
Tevels of $1y49B.1 million and $14857.4 million its ratio to GOP
rose by an annaal average of apout 155 per cent Setween 1979
and 1982« Tnhe percantaje share of revendes in GDP was 25.2 par
Cente 25«4 per centsy and 35 per cent in 1980y 198i and 1982,
respectivelys doseveres a bdudyetary deficit developed owing to
excessive government spenaginge The ratio of capital expenditure
to total expenditure rose fron 38.1 per cent in 1930 to Sle4 par
cent in 1981 and then declined again to 47 per cant in 1982.
This fluctuation «cdould be considered as a function of for=ign
assitances which determines the amount of capital expenditur=.
In Yemen the high levei of govarnment >utlays for defense and
egucationy coupled with a oarsistent balance of payments pro>-
lemsy led to an alarming depletion of for2ign exchange reserves,
which in 1983 sank to a very critical lony falling from $933.3
million in Marcy 1982 to only $492¢5 million by the 2nd of Marca
1983, At tne same timey the Yemeni rial devaluated rapidly so
that tne government took decisive action by ending the packing
of the rate Of exchanges tightening import regaslations anda
imposing nore direct control on transterss. At the sam2 timey an
austerity opudgat was anndunceu for 1934, demanding substantial

)
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reductions i1 exp2ncditurss anag the develoupment plan was daccord-
ingly revisada

1be The Jow Yevel of prosuctiony espa2ci1ally of agricultural
dutputry renders Ddoth countries heavily d2pendent on imports of
JOOds In Democratic Yemzne imports hava surpassed s per cent
of Gu? for 1782 and in Yemz2n it continueg rising after having
exceeG24 6uU  per c=nt i1 the same year. Prasumnanl y» however,
relatively 1large amdunts ot énregistered imports would increase
this ratio for Yema2n. Vet, whilz CLemozractic Yeman seems td He
aole to control the situation oy, inter _3aliay keeping the ratio
of exports-imports to 1:22y tha situation in Yemen has been
deteridorating rapidly and reached an export-inport ratio »f
12412 in 1982. Although the axcessive coasumprion could not yat
be brought unager czontrol in Yemeny a4 nuubar of megsures aimed 3t
tontroliing imporcs nhave recantly deen introducede

17« Tne 3ifficult mountainous tarrain and the aistarces petwean
the scattered haoitationsy Ffollowed by tne lack of physicail
infrastructurey render aavelopment efforts in all seztors qQiffi-
cult and costly. This is one of the reasons why the resourcas
2ndowment of the twed countries has not y2t been properly inves-
tigated. HOowevars and as mantioneud abovesy indications are that
the mineral resources of botY countries ara rather poore.

18 Jwing to historical developments tne physical infrastruc-
ture is more advancea in Democratic Yemen than in Yemeny
although still weak and out >f datee In Yemen the lack of phys-
ical infrastructure is one of th2 salient features of the low
level of developmant. Jaing to the relatively strict isolation
of the scatterey habitations in mountain areasy traditionial
nethods and tribal systems are still pr2vailings which rendar
development =2ffoarts of the central governm2nty as well as of any
outsid2 sources rather difficult ana Costiye The development of
physical iafrastructure in both countries deserves highest pri-
oritys being a oOrerequisitz to deval>jiment efforts in othar
5eCtorse Loasideranle provisions are therefare made in tne
developmant plans 2f ooth coultries to 1myrove their infrastruz-
tural situation.

19. The absence of any domastic enerqgy rasources in boty coun-
tries renders then heavily dependant on ei2rgy-i1mports with cor-
sideranle prassure in thes balance of paymentses #hil2 tnhe recent
011 tinds coula partly solve this problems the applicabpility of
solar 2nergy could also fruitfully pe further investiyateds

20« Uwing to the ruggedness of the tarrain and the large desert
arz2asy  the land and water resources in 2oth countries are vaery
Tinmitad. Substantial 1avestments in irrigation and watar
resources manajement will therefore be 1ecessaryy in order to
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increase the arable area and tne projuctivity ot the agyrizul-
tural seccor with th2 lony-ternm goals of achieving self-reliance
in fodoa produztion,. {owevery until suzh a times and for sone
proauctsy potn countries will remain dependent o1 imoortss

2l. Tne tinancial resources in Dboth countries are not in a
stat2 to nmeet the coultri2s' neeuss covsidering the extensive
expenditures for development and consumptione wWnile consumption
expenditures reagularly exceea tha GDP in both countriess domes-
tic saving ratios are negativees Demo:zratic Yemen and Yemeny
therefores have to r2ly on the remittances from 2migrant workers
and  on foraign finvancial assistance in arder to cover current
deficits in trag2 balances and governmeat budgetse In accord-
ance #1th the SNPA recommandationss taereforey measures were
taken to raise the domnestic saving ratio and to improve the
financial potential, includingy inter_aliay the ravisions ot the
taxation systemsy th2 issu2 of bonds and legislative innovations
aimed at encouraging foreign investmentss Considerably greatar
effortsy nowavery will b2 nacessary to achieve a domestic sav-~
ings ratid of 24 per cent of GUP by 1990 as recomm2nded by the
Internacional Developma2at Strategye.

22+ The major arza of potential contribution to the development
process i1n  bdth countri2s is in the fielda of manpowere. Thne
potentialy howevare cannot be sutficieatily developed and uti-
lized at presenty oWing td> the stroag emnigration o tae
high-wage neignsouring o1l countriese Thais emigration left the
two Yemens with a renarkabnle shortage of laboury mainly in ajri-
cultursa and coastructione thus advarsely affecting the
development processs For2ign laoour started to be Jdsea for the
execution ofF projectsy 3nd outgoing ramnittances are becoming
ramarkabl e It is hoped that the increase in pDroductivity
througn th= completion of ueveldopment projectsy comoined w~ith
the eftforts in th2 social seccorsy could s3ise the manpow~xer prod-
Yem in the futurasy but this could be acaieved only in tne long
Fune

23 The a=svelopment of the physical infrastructure couls nore
productivaly serve the enconomies of DOth Countriese “oderniza-
tion and propa2r connaction ts the hintarlands coula giva Aden
back tha role it slay=yg betore the closuyre of the Suez Canal,
When it was one 2f the most important aunkering ports in tye

worlads #1150 othar sorts in the two Yem21s could achieve a Sud-
stantial  throughput »of tratfic  and trace, if 2xpanded and
modernizZage Suzh 1mprovenelts would also encourage and faciti-

tatz tne exploitation >f the large fish r=2serves i1n  tae
adjoining se3se. This could 2ring about “utritional improvaments

in the countrizs andsy more 1wportants an increase in eXpPorts ang
consequently inCZreasad torz1gn exthang=2 inzunea.

24 Another area an bHta Couleries which  ar presz=nt s
exploitad  only on & wvery limited scal2 is tourisie Limitey
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investment in some areas will not only develop the potential of
this sectur bput will als> assist in raising the foreign exchange
2arnings

25w In oroger to achieve planned growth rates of 10 per cent in
Democratic Yzmen and 7 der cent in Yemen, investmants of $ie471
million 1n Jdemocratic Yemen and of $6e24% million in Yemen will
be needea over th2 parioas of their dev2lopment planse It is
expected that Dewnocratic VYemen will De able to finance domes-—
tically 30 per cent of its investmeat projramme and the
remaining 70 par cent is axpected to come from abroade Yem=2n
anticipates 27 per cent from domestiz and 73 per cent from
external financinge in the course of the Plan periody it is
assumed that the external share of financing in Yemen will
decline stightlys 3lthough growing in absd>lute termsy while the
level of domestic financial resources is expected to riszy
expressing tne intantion of the goverament to mobilize the
domzstic resdurc2 in dothy adbsolute and ralative tarnse

26» The level of investments in relation to 30”7y which the I)S
recommends shoulad »d>e 23 per cent by 199)y has peen growing in
Jemocratic VYemen over th2 last five years by about 18 per cent
dEr annumy reaching 47 der canc of GOP i1 1981 and an estimated
53=7 per c2nt of GIP in 1982. VYemen showed a stowly declining
trend in tais ra2gardey yet total investments recorded a hi13h
ratio of 4la.2 per cent in 1982« The reisons for this develon-
ment are low lavels of 30P at the seginning of the decade a1d a
significant inflos of financi1al assistance which allowed for
extensive investment projgramnas in both countriese

27 Remittances from Yemeni 1abour working mainly in the
neihigoouring oil countries constitute a large share of 1ncomes
in bota countrizse. Howevery these private transfers hava bean
mainly wutilizea for private zonsumption, and for investment in
housings Relativaly nijh orivate consumndtion and current Jov-
arnment expendituresy cougled with a hiyh trade deficity la2ad to
domestic di1ssaviijs ie2e consumption 2xceeding G2Pe and to a
drain on reservese In U2mocratic Yemen, howevere 3 relatively
tighter czconowiz management has put a3 1alt to such excessive
trendss

23 The largsst snare of dlanned investments is earmarkedad for
the 1ndustrial sectory including mining and ener gys followey Hy
transport and conmmunications  Ang aygricul turse. Plapnned groath
tar,ets 13 the 1ndustrial sector of both countri2s wars 13.5 pesr
Cent 1n Jemocratic Yemen anu 17 per cent 1n Yemen. Soth targets
2xceed  tne  SYNPA r2coamend2d growth  rate of 9 per cent. Theo
actual annual average qgrosth rate of industry in these two COul-
tries wAas estinat2a at %.1 pa2r cent in r2al terms in fhe Ir10Q

198u-i1953, Iv1s P 1N accardance with tae  geclarad a4
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targety yety with 12.3 per cent growthy Y2men seems to aave -on-
trisutey more tnan Demotratic Yemenas Betweedr 1930 ong 1953,
Jemucratic Yamzn experienced strong fluctuations in its indus-
trial  growth rat2sy ouwing to the irraqular use of tha Agen
refinerye

29« The 1mportance of tha ajricultural seztor is still dominant
in tne investment projrammesy as the t40 -ountries 2ndeavour ro
reach nautritional self-reliance in the Tong runie Concurraently,
the industrial secrtor is 9211y strengthanedsy especially in tne
mining and energy fieldsy in draer to redi-e tnports of consumar
goods and hydrocarhbonss Finallys ®1e large investm:nts in
transport aau communicationss housing and social servicas are
apt  to distridute equitably th2 gevelopment benefits amony an
increasing propoartiun of the sopulation of bot? countriese

30. Within the 11vestment plans of a0th countriess there are
some projects of transformational natura2. Most of themy Guite
naturallye 3re in the ajricultural sectore toveriny inter _aliags
the control of se3asi>nal riversy irrigationy horizontal and ver-
tical imurovemant of 3griculture and of power gena2ratiuvne 1In
Jemocratic Yemany Outstanding prajects i1 this rasdect are tnhe
develooment of t1e Aden port and the antargement of the Adan
refinerye including several related industries (yase asphalt)
and power genaration. These projactsy onz2 completedy will have
an impact on the wiole sudregiones

31« In the course of th2 investmant plans preceding the cudrrantc
SFYUPy both couitrias actieved implemz2atation rates of roughly

TO per cente considariny th2 various constraivts and tie
depenuence on forz2ign capitaly this rate is considered satisfac-
torye Despite these investmentssy howavery the gependenca on

foreign capital sudsistsy as most of taa projectsy 2specially
the ones in infrastructur2 nave Tony gastation p2riodss

32. In order to imdrove their present 2-onomic situations both
tountries would Mave to inprove their Jroduction >ases reduce
consumption ana modilization of domestic resourcessy including
tax revisionse In orger to attract foreign resourcese Uenocrat-
ic VYemen is 2ncouraginlg investments LY Yemeni nationals (ie2.
emigrant work2rs ana the citizens of tae Yemen Arab Republic)
through incentives such as customs and tax exemptionsy while tne
Sovernment oF Yemea hase as part of a package of measures,
issueo a special law to ancosrage foreign capitale.

ITe SECTORAL ANALYSIS

33, Joth couuntries gyiva the davalopmant of th2 agricultural
SeCctor high priodrity in th2ir respective SFYDPse This is neces-—
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s5ary ana 11 lin2 with th2 provisions of the SNPAs as food pro-
Juction in this sudr2jion is very lows Furthermora, the greatar
part of the pupulation 1s deszending on agriculture for a livinge
In Democratic Yamen ajzout 65 per cent of the puoulation aad
about 35 per c2nc of the ladour ftorce are enployed in this sez-
tor a73 1n  Yemen more than 80 oner cent of the population with
nore tnan 70 oer cent of the Vadour torce are enployed i agri-
cultures These tigyares are slowly declining in both countriess
owing to tn2 hign rural-urban migration and the growth of otner
SECLDrSe

36, The {25 and the SNPA both recomm2nded an average annual
jrowtih 17 the agricultural output of % par cent. 1In Demucratic
Yemeny th2 aniual growtn race of this s2ctor was 13«7 per cent
in 1931; thas it surpassed tne provision recommended hy tne
SNPAs Hdowevers in 1332 tha growth rate of this seztdr was neja-
tive owing to the flo0od disastere. 1In Yemens the past growth
rates were very 10wy dut fOor the SFYDP 3 rate of %.8 par cent
has o2en planned 3and is deemed feasidley despite the actusl
growmth rate of 1 per cent in 1982 and the negative growth in
1983 24ing t> the destruction caused by the zarthquakes in
Jecember 1982.

35, The contributions of ayriculture and fisheries to the HOP
in Democratic Yemevl was 117 per centy 1llel per centy 9«2 pzr
Cent Jnd 9«4 per c2nt in 1980y, 193le 1932y and 1983y respectiva-
1ys {owevers tnare w~as a decline in production quantities of
the traditional c3sh cropse wniCN w35 Dartially compensated for
by an 1increase in tne >raduction of vegestables and foddere As
this trena aoses not sufficiently contribute to securing fooa for
the popuiationsy the proaguction of casn zrops should be further
BnCcourajeds The ayricultural contribution to VYemen®s 53P
declinag from 34.7 per cent in 1979 to 25.0 per cent in 1982
The relativ2 decline is 2nvisaged as a result of faster growth
in other sectorses

36. In 1980+ the share of investments in aygriculture in the
total investments of Democratic Yemen dropped from 22 per ceat
to abdut 14.2 pe2r cevt in 1982. Tnhe causes wer2 relatively
Y1gher investmants in 13frastructur2 3nd the social sectorse
duitz the contrarysy i3vestments in th2 agricultural sector of
Yemen grew at about 15.E per cent par annum since 1978, reaching
a snhare of 9 per cent of total investments in 1982« Both coun-—
tries 13id stronj emphasis on the horizodtal and vertical
axpansion of the aygricultural production. A numper of projects
werz started an  tne fi121ds of land reclanationy 2xpansion of
irrigations seed inprovement and strengthening of the institi-
tional franewsork in this sector. As special incentives for
n"igher praductions Jemocratic Yemen issu2d a new laws alloning
farmers to sell 42 per cent of their produce on the free mnarket,
wRil2 che rzmaining 69 per ceat stil) 1aad to be sola throujh
public corg orationses A1th requrd to Ysmeny, adricsftural pro-
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duction is encouragady intar alias by offering agriculturat

Credit facilitia2s to farmwerse

37, Botn countriss try to strengthen th2 position 32f the aixed
sectdr in agricalture in order to achiave better control ovar
the dJistribution of foods 2asier financial covtrol and hettar
Possibilitias to implement overall policies and measures such as
import control, training of manpower and res2arche

38. By settiny ud largyey modern storagje facilitiesy botn coun-
tries intend to reduce post-harvest lossa2s and to approach the
goal of fooa securitye At the same times th2 procurement of

suitable equipmant and tahe provision of tachnical assistance and
training are intenged to raise the productivity of this sectore
Pursuing these tarjetses both countries sre on the way to ful -
filling the racommandations of the SNPA. Howevers progress is
Slows OwWwing t3> a number of reasonss sucn as shortaje of fungs,
Weak physicat and institutioaal infrastructure and the shortage
o2f manpowera.

39. Livestock proluction in poth Yemens is Yargely depenaent on
the availability of water ang consequently on feed for tne ani-
malse Improvements in water resources majvagement as well as tae
introauction of new feeding materials such as Fish meal will
therefore improve the conditions of animnal nusbandrye Further-
morees bOth countrias f“ave =moarked on a3 numdber of projects in
tattle and poulery raisings 3imed at increzasing self-raliance in
meat supplye For the time beings buty countrias are heavily
dependent on food imports to meest tne Coysuimption requiraments
of tn= populatioany although livestock aroduction accounts for
about nalft oOf the total sroauction of the agricultural sectors

%0 Voticeables progress has been made in poultry and egqg pro-
ductiony du2 to the installation of large modern poultry con-
plexess. Concurrzntlyy modarnization a3l3 a vetter control >f
vetarinary servizes will further improv2 this subsactor®s per-
formancee. Howevary in orazr to speed u>s this develodments the
possibility of inbreeJing naws nore progjuctive kinis of cattle
should be furthar investigata2d and promotade.

4l Democratic Yamen has 3lanned saveral projects asimeuy at fur-
ther iacreasiny poultry and 2q9g productis and at sireading the
veterinary services over the entire couantrys. All of tnesz pro-
Jects include vocational and advanceag nandower traininge Yaman
has forecast investments of about $73 million during tha2 SFYJP
deriod  for increasing poultry productiony research in livestork
and fodder inprovenent, expansion of v2terinary services angd
training of tocal staff.

42 3oth  couuatries hava long shorelines with coastal waters

Ahich  ar2  considareds especrally  in  tne case of Ddemocratic
Yemeny  among  the richest tishing areas 1n th» worlc. Sisn




L/eECAA/DPD /8572
Page 11

Catches and processinges nowevers are still low and unproductiv2.
This is mainly due to inadequate infrastructurey insufficient
facilities Ffor transportatiosne s5torage and conservationy old
equipments thz lack of trainad manpowsar and inefficient managa-
ment. 8otn countries are planning to raise production substan-
tiallys especially in view uf the demand on th2 exsorc markety,
and in view df the increasing national demwand in connection with
the processing industries any the need far livesctock feeads The
levelopment plan of Democratic Yem2n includes investments in tae
fisneries sector of $95.3 milliony out of which about %52 mil-
lion 1ave been 3llozated to the construction and improvement of
fishing portse These inprovements includs cold-storage facili-
ties wnich arz also essa2ntial for the production 3and trade >f
tivestocke Jthar drojects currently under way or planned are in
areas suth as studies on metevrological and fisheries complexzs,
fish canningye storayz, refrigeration ana collection and purchase
of trawlers and otnher equijdment. The institutional structure »of
this subsector 1s axpected to change during the course of the
SFYDP so as to raduce the share of the pudlic and private sector
in favour of co-oparativese

43 The fish catches of Yemen amounted to 174300 tons in 1982
after registering declining gyrowth rat2s ovar the last five
yearse This slow-down in production was mainly due to ineffi-
ciencys aging equidment and management problems. Howevare tie
presant production does not satisfy the local market and is far
from reachiny tae capacity of 39,000 tons per years which FAU
74as estimated as the production ceiling without deplation of the
resources Jiring the SFYDIF four fishary Projects are therefore
planneds with a total cost of $33,1 million, aimed at increasing
fisn Dprojuction by modernieing equipm2it ang faciliti=s aad
improving the infrastructurs in such a way as to render nore
2fficient after-catch oderations such as storages marketing ana
transport,. Fish 3and snhrinp oreeding and fishing-net production
are also encourag2d as well as the coastruction of & fish cas-
YNy ana geep-fraazing factory.

Gte Finallyy witn rejarg to afforestations tne lack of watar
sets 3an almost absdlutz linit on any initiative at the preseat
s5tages After upjyraling the irrijation aal water -suoply systen,

howevery the Droblem of for2stry cuuld bz tacklede it iS KNOWN
that tne wat2r drodlam hamdered tne implenantation of some pilot
afforestation projacts.

45« Althouyh 2rogress i1s very slowy LOCY Countries were able to
neet the  provisions of  the SNPA  in raspect to ajricultural
develooment. this w~as mainly possible throagh substantial
2xternal  financig)l  and techiical assistances Despite the 1vy52
floodss the outlou< for Denvcratic Yemea is 3oode Dwing tu ro2
commeniashHle pertdrmance Juring the recent dasts th> smallar poo-
ulation and  tae r2latively advanced ivstituti onal fram240rca
Tive airficalt cerraine the larye pupulation and the truditional




E/cCmb/0rd/15/2

2y 14

institutional syst2ws relder Yemen's poasition more Jdifficult.
This country will require significantly high=r assistance in
>rder to imolem2nt the targets laid out in its development nlan
and tnas to 1mplement the provisions of btz SNPa,

£e_Auman_resources _and_sucial_udeyvelopment
56 The major »>roolen bdth countri2s are faced with now is
brain drain 3and labour migration fron the working populations
Since about on2 tnirg of tne male working population has 2mi-
gratea to nzighoduring nigh-wage countrisss both Yem2ns have a
severe snortage »of skilled and seni-skilled labours whizh for
the gevelopment o0»rdjects has to 2e replaced by foreign tabour
and 4 remarkabl2 shortage even in uaskilled laboure espz2cirally
in tn2 agricuitural ana tnhe cConsStruztion sectorss Yaty tae
remittances of the emigrant workers arz indispensable for the
2CONDMY Aowevery the nresent slump 17 th2 dil-economies is
expectea to ease the shortage of czertain skills in che two
Yemense Dut 1s also lika2ly to create prodlens of labour surdlus
in urban centres ana simultanaouslys ada to th2 proolens of for-

eign excnanges Th2a 1atter problem is alr2ady oeing f21t in
Yemens
4. The social sector receivedy in 1982 only 5 per cent of

total current govarnment exp2nditures in Jemocratic Yemenas How-
every investment ouclays in tne social sector in 1932 amounted
to 283 per cent o>f the total development 2xpenditur2ss jinvest-—
ments in  this sector rejistered an average qrowth of 31.5 per
cent from 1980 to 1982, In Yemens 384 per cent of total
investments in 1982 went td2 social servizes and 23 per cent of
total investmeats w2re usea 1n housinge Investments have growen
at an 3verayge rate of about 3.6 per cent p2r annuam over th2 last
5 yearse

48. The results of Damocratic Yemen's effortss unogertaken since
the early 1973sey are ramarkables At prasenty almost all chil-
dren ot T yedrs of age are enrollea in primary schodlsy 2ven in
the remote ana sd>3rsely populated areas. A parallel-running
adult literacy orogramme halped reduce the illiteracy rate to
51le2 per cent and 73 per cent fdor malas and femalszs
respectively. All  2ducstion i3 frees The grosing number of
students in Aden Jniversity and the risinj enralimant in t2acher
training idnstitatess spacialized schools {(technicals commercial
and agyricultural) ani wvocational tr3ining institutss are
axpected td sulve tn2 prevailing problem of shortage of teachers
and highly skilled manpower.

4% 3ecause of th2 larger population of Yemens, it w~ill take a
longar time to> achieve results similar to those in Democratic
Yemen; howavery efforts are moving in the same directions A
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Yiteracy programm2  for alults is under ~ay and primary scnools

are being set us also in remote placese Zduzation at all levels
is also free in Yamen. In this coatext the simultanaous
tuprovement OF tie physical iafrastructure is essentialy but

axtrenely 2xoensiva2y Owing to dispersion >f habitations in moun-
tains and Jdesart Iocalitieses

50« Planneu 1nvestments during tne SFYLPs in the eadcation sec-
tor amount to $152.5 million in Jemocratic Yemen and to about
$537 million in  Ya2mens representing in Jemocratic Yemen & poar
Zent and 1n Yzmzn about 8 der cent of tae total Plan iavestmants
The prosjects Conprise construction and eguipping of a numoer OF
schooliss collejesy tzacner and vocational training centr2s axd
other facilities foar schdolars and studentse

51 In order Qqualitatively and gquantitatively ¢t0 increase
skilled {tapoury botn countries are increasing the number of
vocational training Ffacilitiese At the same timey training on
the job of 'ocal ladour is strongly emphasized in the execution
of deva2lopmant projectse thus reducing forzign 13abour and conss-
quently decreasing pressure oia the balance of paymantse

52 Aithin th2 education sector and relatz2a administrative sup-
porty botnh countries are at d>resent largely supported by frisna-
ly Arab countries in the farm of technical assistancz and supply
of teaching persoaael and expertse Financial assistance is pro-
vited Dby th2 Jnited Nations systems regional organizations ana
individual countriess

53 The achiavements >f both countrias ar2 commendable in tae
Fiela of h=2alth cares rejuction of endenic diseases and avail-
ability of medical assistances The overall standardy howevery
is still very Yowy Owing to tne remote anid dispersed habitations
and tnhe lack of infrastructures Life a2xpectancy at birth in
19B0 was 45.2 years and 4l«5 years in Demdcratic Yem2n and Yeman
respactively. Infant mortality ratesy with 145.9 (per 1,000)
for Democratic vYem2n and 1593 for Yemens are the hijhest in the
regiones

56a Measures are planned 1in ooth countries® SFYIPse in line
with the SNPA, to extend h2alth care services 311 over thz two
countries with a view to reducing and eraagicating endemic dis-
easesy supplying m2dical equipment Zountry-wide and upjradiag
and promoting a=2alth and nutrition educations. In view of these
measurasy 1t should be possible to acnizve an increase in life
2xpectancy ang a sabstantial reduction in infant mortalitys The
IDS target >f 5] years Vife axpectancy at birthe howevers seens
to e Jnrealistic for th2 twd Yemens during the dresant decade.
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55, Jemocratic Yem2n plans to invest $10743 million (2«2 per
cent of the total investment) until 1970 in the coastruction of
hospitalse n2altn cTentresy arug stoarage and distridution facili~
tres as  ~ell  as in dise3ase control programmess iaprovement of
existing meadical anstallationse purchasz2 of medic3l equipment
andg institutional supporte. With regard to Yemen's SFYJPy it
shows investments of $147+5% million for similar types of pro-
jects and activitiasse ©LOth countries put a strong emphasis on
training of local statfa.

56 Food security is ivcre3asingly safeguardeds in guantitative
and qualitative termse tarough the coastruction of ware hous3zs
and cold storage facilities anag the ext2nsion of the gistrid-
ution Netwdrke

57. Jwing to the ranid yrowth of tre population ang the
rural-urban migrations Nousing has decome an increasingly graat-
er problemy esnecially in the wurban 3rease 3o0th countri=2s
therefore =z=mbarked on public housing covstruction projects in
the 1late 1970s¢ which as a by-product 1lso allowed for Hettar
3lanming conditions in the infrastructurey industrial 3and social
sectorse In viaw of the urgyency and the limited ra2sourcesy, Den-
ocratizc Yem2n Dduilt two factorties for aratabricated building
natertalse one OF whiczZh is already odarationale Many of the
housing proja2cts arz basea on the output >F these factoriess Dut
other proj;ects continue and are planned for the futures ained 2t
proviging nousing all over tne countrys. In the invastment pro-
gramme expenses O3f $418.3 million arz torese2n until 199Cy
$232.7 wmillion tnereof under tne curreit SFYUPe ADOut 30 peor
cent 15 expected to be covered by exterial sourcese Th: 3FYDP
of Yemen has earmarked adout »532.2 milliony for housings ra2pres-
entiny 1363 par cent of tne total slanned investmente The
oublic sectore 10w2verr kez2ps odly about 7 per c2nt tou itseif.
The remaining 95 »>er cent are exdectey to be invested Dy the
privat2 sectour. Tr2 »ublic sector®s iavestment wili comprise
avout 900 houses ana flats distripured ovar tne main citizse In

view Of the emnergency neasures after the 1982 carthguake disas-
tere tne efforts needed for tae ranlacemnent o1 asellings unger
the refounstructior and rehabiltitaticon programme ~1li Tremenidous-—
Ty increass thes demand fur indedznovs COIEruction fapacitly an:
buitiaryy materiaslco,.
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e=_Natur3l resources_and_znergy
58e 3sth  Yemans have 10t yet reached a stage where thay can
1raw reasonanle bdenefits from their r2latively scarce natural
resourcess Durinyg the last few yearsy tha2y conuucted geological
surveys and found a variety of minzrals 3and ores worth extract-
inge Tne likely a2xistence of o0il deposits was also detecteg but
the extent and z2conomy of tnese finus have not yet been deter-
nineds

{1) Minerals

59. In Denccratic Yemen the minerals currently extracted are
salte building matzrialsy limzstone and claye. Coppers iron oray
titanium and jold were also detecteds but are 1ot yet 2xploited.
A cement factorys «ith a caoacity of 252,000 tons per annum is
2xpectea to b2 operating in the Abyan Sovernoratee using tie
Vocal limestone and supplying the local market. Salt production
Currently yi21ds adout 2509300-300900J tons per yeare This is
expected to incr2ase 2y using the solar evaporation processe
Several studies in this respect wera conducted by ELWA. During
the SFYJUPy several projects are planned for future extraction >f
Jther mineralse

60 In Ya2meny althoujh deposits of coppery irony coaly lead,
vickele golds silver and suldhur w~ere foandy the present exploi-
tation is limited ko guarrying (buildiny materials) and the pro-
Juction of salte Economic aspects of the exploitation are still
being assessed. Une of the main possidilities for replacing
imports w«ith national production lies in cementsy whicn accounts
for abour one Fifth of all import 2xpenditurese. Yemen is
axpectey td de self-suffizient in cement ~ith the op2ning of the
third cement factory at Mafrag - atter Amran and 3ajil - in the
Tate 1980s. The mnost important of a nunosr of projects plannad
in th2 SFYJP w~ill be the Hamoura Copper Mining Project with a
total cost of $79.3 miliion taking up 39 per cent of total
investment in tnis sactor. Studies on the project nave bean
completea and #2r< 1S expected to start i3 the near fFuturee

51 di1ghest priority is currently accorded to oil prospection
in th2 two Yemznsy particularly in Yem2n where promising oil
finas were aiscovered in the nortn-eastern rzgiov. Cautious
astimates mention ¢20e«50C varrels per days wher2as minamumn eco-
tomic exploitatioy 1s estiunates act 504000 barrels per day in
that arese UWinyg td tne difficult and zadital-intensive nature
of tne [is2iine td 02 extended from Ya'ariv to the Rod Sea,
there will o0e consideranle delays in the oil production and
2XPOrtas Mora2overy th2 01l lake seems t2> be close €D wWhat ure
presumanly atso oal-rich areas of Demoscratic Yemzn arc Sauda
Arapidy  nencte tne need for closar co-ardinatinone. Uil snu j2s
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axploration also Jives rise to optimism 1n 2ther Aarzase such 2s
the Tinama coastlana 3ng offshore areay DUt the extent ot the
reserves and thz pussidole daily progucztion 15 20t yet knowne
Nevertheless tner2 i1s 3 growsing hope of Yemen soon beccming 3n
d2il-producing cCsuntry. In Demeccratic Yemens it was d2nce noped
to produce slightly over the zconomic exdloitationy 2s5timated 3t
159000 barrels 3 aay in the dffshore areds Howevery as tae lev-
el reached 3,000 barr2is 3 days another concession @as given to
a brazilian conpany. fhe Soviet Jnion 15 also assisting tne
tountry in the 2xploration of oil in the midland area.

5¢e Other energy sources in both countries are virtually
non-existent. At presenty electricity supply 1s dependent on
imported o1l anag is limited to major tdwns andg to indiviagusl
industrial conplex2se The distribution >f electricity has faced
great aifficulties since tne o0oil-price hike which started in
1973.

53. Jity as tre only source of enarqgys r2presents 3 very larje
part of the total import bill of both Zountriess The domestic
potential t5 finance il exploration is rather limited, y2t
domestic o0il production could at least innediately and substan-
tially rzguce tha2 countries® balance of >ayments ga2ficitss. It
is of paranount importance® that the donor community snould
devote more attention to the development >f the 2nergy sector in
its programme of assistance td> these countriese.

- —— — —————— —— > =] " — . - ——

54 Tha First Five VYear Deva2lopment PYans (FYDIPs) of both
Yemens conc2ntrated on iwproving the infrastructur2ye mainly in
Yand transport and communicationy in order to pave the grdound
for accelerated development in the years to zomes. T7is develon-
ment continuesy but at the same time tn2 ongoing Second FYSPs
emphasize growth of the productive sectors (agricultures fisher-
iesy Mmining and manufacturing) in order t> approach the goal of
se¥f-r2iiance and consequantly to reduce imports and balance of
payments deficitse. As botn countries ar2 almost starting from
zeroy the yeustion of intra-regional co-b>rdination and diversi-
Fication 1s not to be considered a limiting Factor uatil the two
tountries r2ach tne stage ~here thay can start exdortiige In
the long rune howevery a stable export market could »2e very aif-
ficult to maintaine without proper co-ordination with the uthar
countries in the ragiodns This needs to pe norne in mind >y
pltannars and jolicy-makers in both cointries when developing
future i1n3justrial develodment projruammes andg formulating rzlatea
policy maasuress

65 Tne SMPA calls for an anhual industrial growth of 9 par
cent oOr mMmorees Botn countriesy Cemocratic Yemen with 1346 pear
tent and Yemen with 17 per centy are 3lanning to exceed this
growtn rate in th2ir respective SFYOPss Th2 actual growth rate
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ot 9.1 per ceat as an avarage annual yroath rate for the Yem2n
S5ubra24i1on as z w~hole In tnis sector seens to be in line with tae
SNPA oDjzCtivese Tne policy-measures laid out in th2 SNPA are
basically obszrved Dy tn2 twd COUltriese.

5bs In Demnolratic Yemene the Agen refineryy established in 1954
by Britisn retroleun (3P) and purchased >y the Government in
1776¢ 15 by far the largest inoustry in tle countrye Followiag
the closure of tae Su2z Canal (1667-1975) the refinery®'s Dro-
ductiov pronptly ada2clined to peiow the preak-even point of 3.4
mtlion 1lony tonss. After that pariody efforts made by tha Gov-
ernment to ra2j31n previods customers resulted in gradual success
by inctreasing tne atilirzation of tae refinery®s capacity to
stightly over tha2 break-down point in 1982. How2very new refin-
ertes in cthe areass With their advaiced techndlogizse are
Competing nheavily «ith th2 dden refinery, adding to the adverse
effects Of its ovar 3U-year-olag equidment and the outdataa
ancnorage Facititiese. Tha nodernization of tnha planty
thereforey is the most urgent and costly industrial development
project an OUemocratic Ya2m2ne Iavestmants of $178 million are
anticipated (of winich 3160 million extremely financed) w~hich
will cover the 2xpansion of the maritimz anchorages renovatisn
°f tnae powar »dlanty a gas liquefication plant and an asphalt
plante

57. The production of the other manufacturing industries in
Democratic VYemen is snalle but the overall performance is
improvinge Th2 average growsth in production of the main indus-

tries rated at about 3D per cent in 13932 The public sector
investment 11 the manufacturing industry is lows but is increas-
ing rapidlye In areas such as salty toddy plasticss textilesy
chemicalsy cigarettes and otherss investment of ab>ut $75 nmil-
ltion are planned dJuring tha SFYGP,

58e As tne emphasis of Yemen's SFYJ? is on inproving tae
infrastructure and the 1living conditi>1s in the countrys tae
inJdustrial sector 2mwpn3asizss tae production of primary goodsy,
mainly building materialss There is therzfore stress on the use
Of domnestic ra4 materialse higher efficiency and vocational
training for 1ocal 1abdure in order to reduce imports in yoods
and manpowers. Almost 4% per cent Of the total industrial
investment orogramme for 1982-1985 are earmarked for the buili-
ing materials inlustry followed by f30d (13 per cent)y tre
metallurgical industry (12«1 per czent) 3na chemicals (lJe5 par
cent)e. Apart from tn2 absve-mentioned investmentsy 54 inlus-
trial projects sre planned for the SFYDPy Covering areas such as
the cextile i1nJustrye wd0d and timvers printing and publishinge
Yeather inaustriesy CcOttage indjustriess and manpowar traininje
Totel 1ndustrial investment in Yemen is plann2d at $780 million
during the SF¥DP?e increasing o2y an annual average of 15 per cent
over tie tlve y2arse Tha public sector will sp2nc S6e.5 par
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tenty the privatz sectar 31.5 per ceat and the mixed sector 12
d2r cent of this anounte

59 Tne 1lack of access from the remote ar2as to market places
as well as from ra2latively nigher adeveloped (mostly urban) aress
to tne small scattered villages is one of the salient reasods
for the difficult situation of the countriess It is therefore
natural that the earlier Jevelopment Plans placed emphasis on
the development of thz infrastructuree. Gily a few major citiess
howevery could b2 connecteds whereas other infrastructure compo-
nents wer2 improved to only a limited extanta. buring the Second
FYDPses activities started earTier are expected t> be completed
and improvements td be extended to more rzmnote areass

70 In Jenncratic femeny tha transport and communications sec-
tor contributed 15.2 per Cent to the GDP in 1L980s which w~as the
third hijhest contributiovs The sector jrea at about 19.25 par
ctent from 1977 to 1982. The groatn rate for the SFYDP seriou
1981-1985 is expactel to be 145 per cente This rapialy jrowing
sector now 2m3loys about 9+000 people in the pablic sector ang
comprises about eight pudblic authorities aad companiess

71 Investment in this sector in 1982 raached 127 per cent >f
total investmentss growing at an averaje 11 per cent annually
over the last five yearss Several projects ars underway or in
the planning stages aiming ac the renewval of Aden porty as w~ell
35 tha construction of a new port at <1alaf in the Hacramout
Sovernorate. Tne total cost is estimated at about $124 milliony
out of «hicn 89 million is 2xpected from foreign sourcese

T2e ivau transportation is taking full 3dvantage of the naarly
1,600 kilometras of aspralted roadsy 314 the several tnousand
kKilometres of naw gravel roadss which are of prime importiance in
tonnecting tn2 scattered haditations in Denucratic Yem=n ang
which eaventually w~ill He raplaced by paved onese Several pro-
jects also aim a3t connvecting both Yemeise It is plannad that
more than $%03 million will be invest2d in 531 knse of p3avad
roads wuntil tne end of the decaide including th2 maintenance of
the =a2xistiny n=2twdrk and >urchase and maintenance of rolling
stocks In additions roads and eyuipment thac were Jamaget in
the 1932 floodas will be rexairad and renslaceds
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Finallys several projects aim at expanding the telecommuni -
Cati10ons nNetwork at a cost of abdut 3136 millione f3>r which the
Arap fund for Economic ana Sacial Developm2nt extended a toan of
about %45 million 11 1982,

73 In Yemens tne transport and communication sector is
expzcted to Jrow at 6 per cent per awnum during the SFYuP.
Although tnhe sactor®s contrioution to 30P is pltanned to rise
from $174 million in 1981 to $144 million in 1986, its percent-
age snare i3 o0? will remain almost unchangeds at about 3.6 to 4
per centes owing to i7creases in other sectdrse

Tée Jaing td the dominating role of the port of Adeny the ports
in Yemen could 1ot ptay a strategic role in the recent paste
Their siz2y therefores remainea limitea to> the traffic ne2ds of
the country itself. During the last twd decadess hdowevery with
the increasing inflow of aid and resulting rise in importsy the
port of Houeida 2merged as the major port ot the country. How-
2very despite 2x0ansidnN prougrammes the capacity of ports in
Yemen has remained limitede rasulting in sa2vere congastion for a
considgarabla tinz. Buring the period of the first FYJPy two
other major projacts were implementedy namely tha construction
of the news port Rasel-Catnib and the 2xpansion of the tradi-

tional port of Mpkhae Furthar projects are included in the
SFYOP for iwmproving the maritime transport capacity of tha coun-
try. This includes renawal and expansion of discharging

equipmant; construction of warenouses and lighthouses and refur-
nishing of gjJuays and wharves in tnhz ports of Kathibe Mokhay
Hodetlaa ana Salif.

5. Tae road network of Yemen bduilt oy the public sector graw
by about 22 per Cent durainyg 1962, reachiig 2+948 kms in langthe.
A numper of proj2cts are under way connzcting industrial centras
and extending into U2mocratic Yemzn.

Tbe Tne steadily 1increasing traffic in the airports of Yema2n
requires the adoption of various facilities. #flans nava beszn
madey during th2 3FYGPy to enlarge and iwprove the airports in
Sana'a Ta'izze H4dd2i1da ang variocus smallar towds as well as to
renew equipgment and improve jround serviczse. The cast is esti-
nated at 21575 million Witn an 83 der cent share of foreign
assistinces.

17 The te2lecoumanications anu postal servictes in Yemen are
planned to o2 expanded 10 the cities 3and country-wides with
itnternacional anag  tnter- continantal connectionsy installation
Ot a2 telex netwsdr< and construction ot sost offices any othar
administrative suilasingse
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78» A supply of cleun arinking w~ater 15 one of the most impor-
tant pricrities an the development proyramawes of th2 two Yoemens
in order to reduce the numder of dUiseas2s and raise the health
standarad of th2 population in bLoth countriese JemoZratic Yem2n
has thereforez plann2a 25 watzr supply projects until the end of
the decudes A large nunder o5t these were dlanned for compgletion
guring the first half of the decades but d2wing to lack of tunds
and th2 necessity of redeplioyment of resosurces for flood disas-
ter reli2f, many of the proja2cts had to be rescheduled to sone
Tater dates Eight projectss nowevery could be complateds doupl)-
ing th2 availanie jquantity of drinking watare

79, Samilar orogr2ss nas been also made in the fFiald of elec-
trical pow2r jenaration in Nemdcratic Yemens whera production
increased by 14 per cent against the pravious yearsy reaching 339
kad 1n 1982y w~1th another taree major proj2cts deing on the varge
of completione Additional 11 small projects for nower gener-
ation ana distribsution in the remote arzas of the country Jare
scheduled for tae SFYUP (1981-1985).

30. Yemzn®s efectricity and w~ater szctor was expected to
achieve an annual grostny of 25 per centy with investments
expected to total %523 mnillione The electricity subsector con-
prises seven big projects aimea at increasinyg the power supdlyy
improving and exdandinjy aistrioutione =2xtending sower supply
into rural areas and providing institutional support. The ma jor
project is the 160 MW Al-Mukna powser stationy partly financed >y
Italian soft loans 2f $JS 10) million and partly by a soft 1oan
from the <(uwait Fund for Arap Economic evelopment (KFAED).
Sauai  Arabia is provizing $JS 31«3 million ftor financing the
Al-Mukna distrioution syst2me

Ble In tne water and sewerage subsactore fiva projects are
envisagjed in Yemens Zovaring w~ater supply 3nd sewerage ext2nsion
For sana®ay Hodeiday Ta'ize Ibb ana Dhamare Plannel investmeat
totals 244 million w«ith 55 per cent as toreign particzipation.

B2e Construction represents the major componenty if not tye
wholey of most orojects of poth tountrizs® develodment plans.
The iwplementation of it requires a high technicaly operational
ana fivancial potential in this sectors [1e technical ana uoer-
ational potential of both couatries is very limited and subse-
quently gzts rzplaced by foreign «xnow-how 3nd laboury which puts
Considerablsz strain on the tinancial potential ana the balance
of payments.

83. goth countri2s therefore plan to reduce costs in this sec-
tor by strengthe2ninl th2 local potential and raising efficiency
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throuygh compreneasive2 trainings Additiolallyy it is planned to
procura2 n2I2s5Sary ejuipment and ras materialsy and to introduce
modern and appropriate t2cIndlogye

By, Financiallys, a Dase w~ill be lYaid for forzign investments
and for joint ventures with ftoreign companiese. At the sane
timesy th= private sector will bz given tne opporturity to par-
ticipate 1n this sactor and upgrade its own potentiale

85 For these objectivesy wihicn are not expressevly mentionzaa
in the SNPA bdut are in Jin2 w~itn the ovarall objectives and pol-
icies of tne Progranme of Actions The tw#d countries have allo-
Cated resourca2s ($%6 million in Demncratic Yemen and $142
miltion in Yemen) in their Sezond Five-Year Developmant Planse

Bbe 3oth countries are faced with very low export receipts and
at tne same time are neavily dependent on importse Exports in
1980 coverad ounly 3.9 per cent of th2 imports in Democratic
Yemen and only Js8 per cant in Yemens This ratid is deteriorat-
ing td> an estimated 6.2 per cent for 1931 and 4.8 per cent for
1982 in Denoccratic Yem2n and to Geb per cent for 1931 and Ge2
per cent for 1982 in Y2mens Th2 balance of commodity trade in
both countries is chronically negativey with a deficit increas-
ing at about 173 per cent annually (1977-1982) i1n Democratic
Yemen and at 18.3 der zeat annually (1977/1978/1982) in Yemeve
The SFYDP of Democratic Yemen projects an annual average growth
in tne export sector of 13.2 per cent as opposed to a growth in
imports of only 6.1 per cents In Yemene trade is expected to
jrow at b6 per cent annually during the Second Plan Pariode Ser-
vices are expected to grow at 7.5 per cent pa2r annume These
taryets are unlikely to be reacheds considering the almost staj-
nant exports over th2 last five years and the imports increasing
at an annual rate of 15.4 per cent in UJenocratic Yemen and 18.8
per cent in Yema2ne

87« Most »>f th2 policy-measures of taz SNPAy esosecially the
ones w«ith long-term effectes are not proparly taken into account
in tne national plans of doth countriese This is partly due to
the limited resd>urce oase of the countries and the presently
very ndarrow range of products suitable for exportssy against
Targye inport r2guiren2ntse.

8Ba The production of both countries is presently oriented to
national reguirementsy which is guite obvious in th2 contaxt of
self-r2liance. Consumption surveys ar2 olanned in order to
ascertain consumers® requirementss dowevary ther2 are no plans
for diversifying procuction and develdping export-orientaag
industriese.
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39. A similar situation prevails witnh rejarad to inports. Both
countries are »>lanning to reduce 1mports and keep the pricas
under controle. Measures supporting tness objectivas have been
undertaken Dby constructing warehous=2s and cold storages facili-
tizs and strengthening public control to ensure eqaitable dis-
triovution among the areas and the population.

IITe FORCIGN ASSISTANCE

90 The heavy trads deficitsy estimated in 1982 at $745.3 nil-
1ion an Democratic Yemen and $1+920.9 million in Yemens combined
with ambitious development planss render doth countries heavily
dependgent on foreign financial assistanc2z. This situation and
the necessary redeployment of rasources for the rehabilitation
and reconstruction of Jevastated areassy after the 1982 natural
disastersy w#ill reduce the inplemzntation rate of the respective
development planses wunless international support is stepnsed up
considerablye.

91« All donor coauntries agreasd to contrinute up to De7 per cent
of th2ir GNP to the JDA until 1985y 21.4 par cent >f whicn (DF
0015 »per cent bof the GNP) are to be e2armarkeda for the least
developed countrieas, According to tnhne IDSy tnis contribution
should be stepped up to 1 per ceat of tha GNP as soon as possi-
ble after 1385

92« although some donors even exceeded this targety taking into
account tne bilateral ana multilateral assistance givens total
support is still not suftficient to =vable the countries to
achieve the full implemantation of the SVPA provisionss

93« AbOut one tnird of tne tutal assistaize extended to the two
tountri2s was in the foram of non-reimbursable grantsy either in
tasn for oudgetary and balancz of payments supporte 3s commoldity
grants or in the form ot technaical assistancee. Thz latcar two
were Otftfared nmostly in coanection w~ita development projectse
Th2 major part of these grants came from Arab countriese

94« Until the an3 of 193:¢e th2 totsl loaas committel to che two
LOCs of the region amounted to about $1+532 million to Democrat-
ic Yema2n 3n3 about $24130 million to Yemzne Up o 1982 alreany
50 per cent or these 124ans 13a been dissurseds which showed an
increasing apsorptaive ZapaClity 314 IMprovements in
institutionalsy physical 3anad  human Inftrastructurese. Keyarding
th2 aid to Denocratic Yemeny A7 per cent of it Gridinated from
socialist countries of Eastern Zuropes f31lowen by 21 per cent
from Arab  funds anu indivisual Arabd courtriss and 12 par ceat
from international agenciess. For Yemz2as the aondrs are more
diversifieds with %3 opder cent of th» 3assistance coming from
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individual non-Arab countriesy 37+5 per cent from Arab countrizs
and 22«5 per cent from 1nternational and nultilateral agenciess

95 The tarmns of tie loans extended are sufficiently
favourabtes as grace periods range from 5 to 15 yearsy maturi-
ties wvaryiny fronm 18 to 53 yedars and interest rates are very
Towe tash loans carry intarests of from & to 6 per centy but
they are fraquently converted into> jrants or are reschedulea for
the convenience of the racipiant country(i2s)e

96s Despitz tnese concessionss the amount of debt service pay-
ments in both countries has risen sharaly during tne last few
y2arsSe In OJe2mocratic Ya2mene debt serviCe paymants r2ached
almost 15 per cent of ()P and made up approximately 1.7 par
cent of the total aid disbursements of the yeor 1982. Similarly
in Yemane tne debt service payments in 1931 amounted to about 2
per cent of GIP . and absorbed about 2.5 per cent of
disbursemants.

97« Botn countriess and asdecially Uemocratic Yemene have there-
fore investeg foreign capital preferably in projects with low
Capital-output ratiose strong foreign excnange earning potential
and rather short start-up periodse Tn2se measuresy howevery
tannot be 2xpectead to show results in the short-runy owing to
the 1onger gestatidon periods of some large projectss In the
meantimes int2rnational assistance will have to be consiiderably
stepped up and the terms further scofteneids as called for dy tae
SNPAy 1n oOoruer not tu reduce the effectiveness of such assist-
ANCea

8s __Aig modalities
98, In order t> improve tne quality 31d effectiveness of the
JDAy the SNPA propods2s a number of measures which donor insti-
tutions should observe and implemente According to these meas-—
ures assistance should bDe givan: (1) as grants or highly
concassional loanse taking into account inflationary tendencies;
(£) for pro,ranme and pr2ject financitg on an united basSiSy
acknosledying 1longer-term socio-2cononic effects; ana {3) for
palance of paymeats ana govarnmant budget suppdrty and for
recurrant costs and dJdevelopment and financing institutionse
Moreovers wusing national devalopment agancies and taking into
account the nati1onal firancial ana administrative potantial,
assistance Cnald 22 extenued for Jisaster reliaf and in the form

of technical x1dw~w-n0w a1d technology transfere Y35t of these
orovisions were met to g linit2a extent. Advanced payments Ot
funcs are rassreed Lo only on 3 wvery liniteu scale.

Furchernorz, botn countri2s ancountered i fficulties in jettiny
commitments disoursed 3t the time when th2y Jere needed. At te
Safie  timecy L3O mMuch assistance was tiece tnus pnssidily retucing

its effectivenzSse Proolems in  thesa2 areas could be reducad
througn the intarposition of an odjective and imvartical ciearin
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agencye 2 role that nultilatsral institutions are sest suited to
derforms.

99« FD0od did nas bd2en received by hotn Zountries 10 connectioan
witn projects and disaster reiicfe Howevar there is a dire neeag
for fo20d aid to 22 increased ass aApart from the obvious effecty
it cCcreates counterpart Ffundse which caY be used in tha local
financing syst2ny thus supporting th2 countries® resource
Suild-upe.

100« 3Jwing to the lack of skillea and edutated manpower in both
tovuntriesy techhic3al assistance is of primary importances wheth-
ear receiv2d on a dilateral or nultilateral basiss Such assist-
ance =2xtended to the two LILSs presently comprisesy inter _aliay
the provision of experts and teachers and advisory services in
all fields anag at all levalse At timess ta2chnical assistance is
extendad on 3 1d2an basisy wherzby tne racipient country might
Nave to bear the cost of the services racziveds In these rcasesy
3 very careful evaluation of the costs-nenefits includging inter-
est wosld be advisable.

Ce=__Jisaster relief assistance

10ls Given th2 already difficult situation of the two countriess
they suffered sever2 set-backs in 1962, when both were hit oy
most destructive natural agisastarse. In March 1982, torrential
rains hit DJemnocratic Yamen and led to 2xtensive floodse whizh
Teft about 500 people dead anda 50,000 homneless and destroyza
about 504000 livestock and 254000 houses 3s well as a ltarge nun-
ber of oridjes and w~ellse Large areas >f farmland were #asned
Sut. In spriny 1983y the affected areas w~ere repeatedly hit by
new floousy which increased the damage and rendered the repair
and reconstraction a2fforts nore difficult and costlye Thz total
tosses at the 2nd >f 1982 were 2stimated at about 3975 million
and the total continuesd to rise in 1983,

102« elief measures in cash and kina py individual countrizs
and the internation3al community started inmediatelys. More than
$15 million were =xtendsd to Democratic Yemen by Arab coudntriazas
and various miltilateral organizations 23ndg about $1+25% million
were mnade av3ailadbliz2 by Yemeni migrantse The United Nations
organizationss inzluding the norld Food Programm=ae UNICEFs wWorld
Health OJrganizationsy FAUy JUNDP and tne JIffice of the Unitea
Nations DJisastar Relief Co-ordinatore contributed more than $4
millions much of it in kinde The bilateral assistance from
almost all Arab States was lea by Saudi Arabia with about $9.5
million. -onsiderable aid #as also received from several Euro-
Jean countriass

103« Duriny the e2mergency stajey the assistance provided dy
bilateral and multilac2ral donors was essentiale This assist-
3ncey howevery digd not continue o tnhnz2 same exta2nt into taye
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rehabilitation and reconstruction phases This forced Democratic
Yemen to revise its devzloupm2at plans Funds nad td de allocated
primarily to provisional repair of the danages ang tne permanent
reconstruction became part of the revised plans Thise howevery
led to thz caacellation or delay of other urgently na2eded devel -
Opment Dproj2cts ond measurese The financing of a comprehensive
drogranne Sf financiale technical and naterial assistancey as
called fur oy the international commiunitys (seneral Assembly
resolution 377153 o5F 17 Ddecender 19824 £Cco2v0mic 2and Social Coun-
c1l  resolution 1982759 of 30U July 1982 ang ECwA resolution
107(IX) of 11 May 1987)a

104 Yemen's Dnamar province was struck by heavy earthquakes in
Decemba2r 1982s causing eaxtensive damage to life and proparty in
the areas Killing 34000 people and Yeaviag 1505000 peoplz hom2-
1essy 42+C00 nouszs destruyad or damwageg and many infrastructur-
al installations Jdamageds The total damage is 2stimated at
excteeding $3+000 nillione.

105« The Yemen Jovernment startea reliz2f measures immediately
3nd w~as supporca2a by extelsive assistanc2y initiated by a grant
of $245 million from Saudi Araoias JpO1 request of the Yem2n
Sovernments a3  joint mission consisting of experts from tae
internatctional Davelopment Agancy (IDA)y KFAEDe the Arab Funua for
Economic and Social Oeveiopment (AFESD)s the Organization >f
Arab Petrolzum txporting Countries (OAPEZ) and FCWA visited the
atfactea arz2as angd formulated a rehadilitation ana recon-
struction programne.

105« After the imnediate emerqgency aidy mostly Arab countries
and citizens donated about $4Je% million in cash for the recoa-
struction and rz2habilitation phasze At tae same times the Yemen
Sovernmznt started levying a tax for raconstructione which is
estimated to yiz2la about 340 million in twd yearse These coa-
tributions were not encouraginge with resources on hand covering
only about 15 pear cent of the estimated reconstruction coste
The situationy howevere changzd rapidly after th2 recent meeting
of the Gulf Co-op2ration louncily duriag which conmitmants to
Yemen of about $43 nillion in grants and 3 further %145 million
in l1oans wer2 m3ade. Subseguentlys in accdordance Jith Seneral
Assembly resolution 387204 of 20 Jdecember 1983, further assist-
ance was comnitted by individual Arasd and frienaly countries and
organizations and Arab citizense The disbursea and committad
aid thus covers the entire rehapilitation and reconstruction
programme Of Yem2ny ollowing the coultry to continue in the
impiam2ntation of its develodment plan.

107« The oadverse effects of the disasters will continus to
reduce development etforts in both countries for years to come.
In summnarye it can de said tnat the provisions of the SNPA aith
respect to Jisaster assistance have been fulfilled in tha case
ot Yem2ne <2yarding D2mocratic Yemeny th2y were not sufficient-
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ly fulfiliede The 5S2n2rat Assembly at its thirty eighth s2ssion
adopted resolutioy 337296 of 20 Decaember 1983, which callea for
assistance to Democratic Yamen; it is hopea this will oring
apout the desirad resultse

Ive CIONCLJSIONS AND RECOMM:ZNUADIONS

108. Jver the last decadey DOth Countries have achieved consid-
erable progress in their socio-economic development and have
Vaia tne foundation for future improvem2nts and the implementa-
tion of the S\PA.

109. Tve problews pravailing in Democratiz Yemen and Yemen coula
be divided into three categjoriesy which are ivterrelated: (L)
proaolensy which w2re taken care of in tne respective SFYDP?s; (2)
problemss which are pertinent in soth countries and which hamper
the iwnplementation of tae SFYDP; ande (3) external problemsy
which affect the tWo countries but which are beyond their infli-
enctee.

110. As tne SFYDPs of »>oth countries aro comprehznsive
soci0-2con0mic plans mostly in Yine with tha SNPAy a Targe nun-
ber of prodlens have been tackled in thase planse Many of the
poticies and ameasures aimplemented throguh tne SFYDPs raguire
time and financial resources in order t> achieve the raquirad
resultss For tnis zategory of targetss 3s with most of tnhe sec-
toral measures ana targetss the tulfilmant of the provisions >f
the 5NPA is possidle if sufficient Funds can be securede As
mentioned earliere som2 SEYOP-targets ars set too low conpiared
with the SNPA (2.g. ovarall growth in Yemen) but in most of
thes2 cases actual acnievaments are likely to be highar than
both the SFYDP- and the SNPA- tarjotse.

111. Thae szconi cateyory of problems will require extraordinary
Neasurase. Neverthelassy solutions to those prodlams are essen-
tiat for the implementation of tha SFYDP 317d the SYPAe Tne most
salient of tnhese are:

a- Llarefully stuoying tae economic anda social implications
of intarnat and exta2rnal! and return-mijrataion of labour and its
remittances ~ith the view to designing policies and arranyements
a the national a43d regiosnal levels in line with dgevelnpment
objectives;

b=~ Rationalizing government expenditures antu 1mproving tae
structure and  auministration of government revenuesy this
enhancing wmodilizationy allucation and managyement of financiai
resources for davalooment;

C- Rationalicing 1mports andg promoting expdrt diversitica-
t1on  Jitn 3 viewd > raegucing trade defizits and encouragiy g
domestic production in areas that have tha potential.
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d- xeversing the uownward trend of agricultural d>rocuztions

Finding solutions to thasz problens ~ill require an inter-

disciplinary approacn and assistance Dy tne international conma-
ﬂity.

112 Thirdlye given the two countries? h2avy dependznce on for-
eign financial assistanca2y the economic racession in gonor coun-
tries adversely affects these two LDCSe Many donors could not
ke2p up th2ir connitments in respact of contriputionss thas
leaving th2 LJCs short of decessary financial assistancaa. The
two countries nav2 now reached a stage where further aid can ne
easily apsorbad in the davelopment procasss but also where tae
Vack of financial resources can also be directly translated into
cancelled or delayed o>drojectse It i's therafore tecessary to
increase tne2 aid and to improve its modalities in favour of the

LoCs in order to keed up tha momentum of the development
processe

113« There is scope for increasing tachnical co-oparation
between the two Ccountriesy through joint venturzs ang othar
forms, rn drder to woridje the know-how gaps save many,
cost-componants of development expendituresy and establish
stronger economic relationse.

li4e A continuous Jialoyue uvetween the 1oiors and the two LOCs
has to pe kept ups s> that assistance can e rendered most effi-
Ciently and the actual requirements of tas two countries can one
ety tnus supporting their davalopment efforts most effectivalye




