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PREFACE

"In the Land of the Blind, the One-Eved Man is King"

This agricultural sector énalysis for the Yemen Arab Republic was cop-
ducted "in country’ during the.summer of 1981. The Comsortium for Inter-
national Development arranged for Dr. J. B. Wyckoff, Professor of Agricul-
tural and Resource Economics, Qregon State University, to head the effort
with the able assistance of Dr; James M. McCullough, Aﬁsociate Professor of
Marketing, University of Arizona, and Mr. Hassan Sharafuddin, economic con=
sultant to the Ministry of the Ecomomy, Yemen Arab Republic.

Apprectlation is due to the many government officers, expatriates rep-
resenting United Natioms agencies and donor governments, and the many Yemeni
citizens we talked with concerning their country's agricultural problems and
prospects. A World Bank Agricgltural Sector Team headed by Wade Gregory,
assisted by Elco Greenshields,'Jchn Allchin, Nabil Saoud and Alan Savory
cooperated fully with the CID team to the mutual benefit of everyone. Access
to the poultry, citrus and integrated créps and water management project
teams and the USAID resident staff and library materials contributed to the
breadth and depth of the analysis.

The CID/Core project resi&ent staff administered by Dr. Royal Brooks
and Mohammed Sharaf Al-Din performed " pove and beyond the call of duty" in
providing logistical support, §ecretarial services, trancportation and trans-
lation. Their gracious attention to our "off duty" periods was very much
appreciated, and helped create:the environment which has led the non-resident
analysts to positively anticipéte their next visit to the Yemen Arab Republic.

The efforts of those analysts who have preceded us in the YAR have con-
tributed to our analysis as we have drawn extensively upon their insights.

We trust that those who follow may benefit from our efforts presented here.



1. INTRODUCTION

The revolution to replacé the Imam as the ruler of the Yemen Arab
Republic (YAR) began in 1962.> When reconciliation was reached by the warring
factions in 1970, YAR was opened to the rest of the world for the first time
in decades. A modern nation is now developing at an unprecedented rate. The
large sums from donor nations.and United Nations agencies, combined with re-
mittances from hundreds of th;usands of Yemenis working in other countries,
has generated effective demanés that can only be supplied by imports. As a
consequence this country, which ranks foremost among all of the Arabian
Peninsula as an agricultural érea, now finds itself importing almost YR 2
billion of foodstuffs and animals annually. What happened to its food self-
sufficiency? Anc¢ is it possible to regain its domestic food security?

YAR agriculture is characterized by small, fragmented, family owned
farms, often with terraced fiélds on the slopes of spectacular mountains.
These fields have traditionally been cropped to sorghum and millet. But the
Yemeni farmer exhibits a very'high degree of economic rationalicy. When
of i-farm income opportunities are better, he goes to Sana'a 6r emigrates
from the country, leaving his wife and family to run the farm. Within the
farming enterprise, if he finds higher paying crops, suited to his farm, he
shifts to horticultural crops or to the growing of qat. 1f installing irri-
gation systems, usually pumping groundwater, guarantees good crops, he readily
invests the necessary capital?if available. The capital flow from remittance
income is used to improve his housing, to buy another wife and hence another
farm, to purchase farm equipment, a motoT vehicle, or perhaps to increase
his level of consumption.

The Yemeni farmer readily accepts new crops if field experiments prove
them to be viable. But he haﬁgs onto the traditional sorghum and millet

varieties, which have proven effective over many centuries. He adopts the



use of fertilizer, herbicides apd pesticides if it has been demonstrated
that they improve the yields and his profit position, and responds to mech-
anization similarly. Hesellsﬁis products through the local souk (market)
to local residents, or to wholesalers who assemble the product locally for
transport and sale in the major population centers at prices that are high
bty international comparisoms. While market roads are noticeably poor, gat
farmers show great ingenuity in moving their product rapidly to market,
since it must be marketed within hours of harvest. Yemeni farmers are
fiercely independent and look the part with djambias at their waists and
AK-47's over their shoulders, yet the Yemeni people are a friendly people.

Those of us charged with d;ing an Agricultural Sector Analysis within
this environment find ourselves asking, ''What is the problem?". These farm-
ers have little, if any, unemployed labor. They have access to capital
either from emigrant family members or from the Agricultural Credit Bank.
They face a market demand that ;xceeds domestic agriculture's ability to
supply it and have relatively unfettered access to those items they need to
import. Commercial broiler operations using absolutely the latest technology
and producing hundreds of thousands of birds are present in the YAR. There
are areas where the averége farm family income ranges from YR 300,000 to
YR 400,000 per year. Adequate rainfall and good groundwater supplies that
virtually guarantee good crops exist in some areas.

There are problems, however. Many farmers are less fortunate. Plots
that are too small, fragmented ﬁoldings, inadequate or unpredictable rain-
fall, insufficient irrigation water, declining water tables, virtually non-
existent market roads, village Wwater systems that are nonexistent or impure,
needed bealth services that are.not available, areas where schooling is yet
to be initiated and technology is, as yet, unknown, can be found in virtually
all parts of the country.

While an understanding of the alternatives opened up in the last ten



years is evident among the people, the infrastructure to facilitate realistic
access to them is missing in much of.the country. Cultural and religious
values developed over the centuries sometimes are not compatible with the
indicated changes. With few formally trained individuals, effective adoption

of new technology proceeds relatively slowly.

I.1. Basic Approach

An Agricultural Sector Analysis, by definition, is a study of the major
components of agricultural production, distribution and utilization systems
and the environment within which they exist. Linkages of the agricultural
sector with other sectors of the economy are jdentified in such an analysis
and the impact of changes in related sectors upon agriculture is analyzed.
The institutional framework within which agriculture operates, the physical
and human resources at its disposal, and the social and cultural values held
by agriculture producers and rqral people are jdentified, since, in general,
they.largely determine the potential development of the agricultural sector.
Such an Agricultural Sector Analysis tends to be more useful if it remains
problem oriented.

Since Yemen's agriculture is constitu:e& primarily of small independent
farming units, it would have becn desirable to treat them as simultaneous
production and consumption units. Such a procedure would have permitted
many insights into the types oé changes that would be expected as the forces
impinging upon'agricultural pr;duction change. However, much of the nec-
essary information, such -as the allocation of families' time on a twenty-
four hour basis for a period of twelve months, together with the allocation
of available natural and'capitél resources, does not exist. Thus, the possi-
bility of gaining insights as suggested by Huesmann, "into the significance
of specific health constraints, a general perception of work/leisure pref-

erences, 'nonproductive’ activities (e.g., wood gathering, water supply)



which offer greatest potential for amelioratiom, work/education preferences,
etc.", could not be realized. kHuesmann, no date) Such information would
have been very useful in projecting the probability and rate of adoption of
‘new technrlogy requiring the reallocation of time and resources within the
producing-consuming household. The possible shift of productive agricultural
activities from men to women, as alternative opportunities for men encourage
their absence from the farming Eperation, could have been examined.

Seasonal.data on the avail;bility and cost of hired labor would have
been most useful for predicting:changes in the agricultural production func-
tion. This information also was not available. The cyclical nature of labor
requirements (and of some biological processes) would have required that
such data be collected over a period of at least a year to be most useful in
determining which crops would likely be included in a given production system.
Since such information was not available, the authors of this study utilized
available time series data on sélected variables, attempting to rationalize
the changes obsgrved and presenting the most likely scenario.

This study concentrates on those factors that are current or potential
impediments or that can improve the access to Yemeni farmers to necessary
inputs, information, alternative crops, newv technologies, or output markets.
The analysis attempts to pinpoint those factors most limiting to the expan-

sion of agricultural production.

I1.2. Procedure

Review of past studies and materials was meticulously pursued. Consider-
able information was available on production, but there seemed to be little
data on the marketing system fof the output from YAR farms. This necessita:ed
visits to local souks, discussions with assemblers and wholesalers and visits
with Yemeni farmers concerning their marketing problems. Prices for the

major agricultural commodities were checked. In the case of livestock, live



prices, as well as retail meat prices, were obtained. Systematic data, how-
ever, was not available on the factors that affect farm gate prices or market
access for small farmers.

Production inputs availability and the market structure for inputs were
also examined. Many government and private agencies were visited, including
the Central Bank and branches of the Agricultural Credit Bank, the Tihama
Development Authority, and thé Southern Uplands Rural Development Project.
Concerns relating to the timeiy availability, cost and level of adoption of
various inputs were examined.: Visits were made to several demonstration
farms, donor developments, and the citrus experiment station at Jarubah. The
technology developed or demonétrated by these and the research center visited
at Taiz have important implications for the potential of YAR agriculture.

Although research output is extremely important, the process of deliver-
ing this information to producers who can utilize it is even more important.
Information on this concerm wés gathered by visits to the Tihama Development
Authority,” the the Southern Upland Rural Development Project, the training
school.ac Ibb and Sana'a Uni§ersity. The lack of trained persous capable of
effectively disseminating information was a major concern throughout the
agricultural sector. This problem is accentuated because of the low level
of literacy in most of the rural areas, particularly among women who are in-
volved in agricultural production. The lack of information concerning who
makes small farm production decisions, makes information disseminaction to

both men and women in the rural areas appropriate.

1.3. Relationships to the Other Sectors

The importance of linkages of the agricultural sector with other sectors
of the economy was emphasized by the analysts. Johnston and Kilby have
stated, 'the emphasis is on action to change the production possibilities

available to farmers by modifying their institutional, technical and economic



environment”. Thus, relevant sectors of the economy were examined noting
recent changes.

The relationship of YARG econémic policy, monetary policy, fiscal pol-
icy, and overall goals for development are of extreme importance to the
development of the agricultural sector. Policy concerning the import and
export of agricultural commodities is directly related to fiscal policy
since the majority of the ceniral government's revenues come from import
duties. The analysts personaily visited the appropriate government ministries
as~well as the Central Bank of Yemen.

General health conditions are extremely importaut, as is the status of
education. The implications of the existing situation and probable changes
were considered. Similarly, the demographic characteristics of the popula-
tion were examined. Changes in the location and age/sex distribution of
the population have definite impacts upon agricultural potential. The ele-
ment of population emigration ic recognized to have had a major impact upon
changes that have occurred and changes that are likely to occur in the agri-
cultural sector. Internal migration from rural cd orban areas of the country

has attracted less analytical attention but has significant implicatiens for

agricultural production because it affects rural labor supply.

I.4. Consistency of Goals

With the previous analysis as a background, the objectives for agricul-
ture established by the YAR Ministry of Agriculture (MOA), the Consortium
for International Development’(CID) in their agricultural support program,
and the United States Agency for Internatiomal Development (USAID) in their
program relative to the agricﬁltural development of the Yemen Arab Republic
were examined. Within the context of these goals, specific analyses, pri-
ority identification and recommendations were determined for CID's involve-

ment in the agricultural and rural area development of the YAR.



Agricultural production, inciuding fisheries; marketing, including the
collection of ‘statistics on the price information for inputs and outputs;
farm budgets, including general information omn the o;eration of the system;
education and training, including the formation of the agricultural faculty
‘at Sana'a University, the development of research capability, the provision
of extension cpecialists, the training schools at Ibb and Surdud, specifi;
projects to develop capability:in audio-visual technology, and the relation-
ship of the proposed programs éo other existing or anticipated donor projects
were considered, specifically.f '

This Agricultural Sector Analysis should prove useful to administrators
of CID, YARG and USAID/Yemen in developing programs which will maximize out-
put from limited resources in the development of the YAR. 4s better data
become available, input from physical, biological and natural scientists 1is
brought to bear and additional experience is gained, the program for support-
ing agricultural development can be updated and improved. This Agricultural
Sector Analysis should be a conﬁiﬁuoﬁs effort involving trained Yemenis as
well as TDY experts. Such a planning framework will increase the effective-

ness of CID's program in the YAR.



II. THE ECONOMIC ENVIROMENT

The Yemen Arab Republic ig a different economy than often encountered
in the developing counties. The wealth rests in the private sector, because
the central government 1s not sﬁfficien;ly strong to enforce heavy taxatign.
Thus, the infrastructure throughout the éountry is lagging relative to the
development of the private sector. Gross Domestic Product has increased 142°

percent In the last five years KTable II.1.). The fastest growing sectors
. : "
have been finance, import duties, and construction. C L
- ¥
Nval
e
Table II.l. LY

Structure of Gross Domestic Product
(Current Market Prices, YR Million)

1975-76 1976-77 1977-78 1978-79 1979-80

Industries :
Agriculture, Forestry 2,011 2,313 2,409 3,049 3,458
and Fisiing
Manufacturing 257 301 381 504 655
Construction 283 477 796 1,045 1,022
Pablic Services 209 286 409 509 618

Wholesale and Retail Trade 1,012 1,257 1,531 1,790 2,189
Restaurants and Hotels

Financial Institutions 141 293 512 707 874
All others ' 239 313 373 503 644
Government and Non-Profit . 523 584 877 1,223 1,528
Services
Import Duties 394 929 1,304 1,386 1,670
Imputed Bank Charges =134 -266 =449 -645 ~802
Total 4,935 6,487 8,220 10,160 11,919

Source: CPO, 198l.

Agriculture's growth rate has been lagging all other sectors, but still
constitutes 29 percent of Gross’ Domestic Product (GDP), Table II.2. This is
down from more than 40 percent of GDP in 1975-76. Only the wholesale and

retail trade at 18.4 percent contributes more than half as much as the

Agricultural Sector.



Table II.2.
Percent Contribution to Total Gross Domestic Product
.YAR, 1975-80
(Current Market Prices)

1975-76 1976-77 1977-78 1978-79 1979-80

Industries
Agriculture, Forestry 40.8 35.7 29.3 30.0 29.0
and Fishing -
Manufacturing 5.2 4.6 4,6 5.0 5.5
Construction - 5.7 7.4 9.7 10.3 8.4
Public Service : 4.2 4.4 5.1 5.0 5.2
Wholesale and Retail Trade, 20.5 19.4 18.6 17.6 18.4
Restaurants and Hotels :
Financial Institutions 2.9 4.5 6.2 7.0 7.3
All Ochers 4.8 4.8 5.5 9 6.1
Government and Non-Profit 10.6 9.0 10.6 12.0 12.8
Services
Import Duties 8.0 14.3 - 15.9 13.6 14.0
Imputed Bank Charges =2.7 =4,1 -5.5 -6.4 -6.7
Total 100 100 100 100 100

Source: CPO, 1981

Agriculture'did not show the growth during the period that had been
planned. Primarily because of its failure to grow together with disappoint-
ing performances in transport and communications and, particularly, trade,

the actual growth rate of the GDP averaged only 6.4 percent rather than the

planned 8.2 percent, Table II.3.



Table II.3.
Planned and Actual Growth Rates of Real GDP by Sector
YAR, 1976-77 - 1980-81
(At compound- annual percentage rate)

Planned Actual
Agriculture 5.5 0.0

Industry 11.7 14.87
Building and construction 14.4 14.1
Transport and communication 11.3 8.9
Trade 10.1 2.9
Finance and banking 9.5 31.5
Housing 3.7 3.9
Government services 10.0 10.5
Other services 7.5 8.3
GLP 8.2 6.4

Sources: CPO, 1981l; UN Economic Commission for Westarn Asia (ECWA), 1977.

Budgeted government capital expenditures are 18 times as high for 1981
as they were in 1975-76. Those areas showing the greatest percentage increase
include health, educatiom, defense and economic services. Health, as the
percentage of the total capital expenditures, comprises only 6 percent, edu-

cation 14 percent, defemse 19 percent and economic services 22 percent.

Capital expenditures for agriculture have increased over 23 times during
this period but still comstitute less than &4 percent of the total government
capital expenditures. In recent years, the government capital expendicures

have been approximately equal to government current expenditures, Table II.4.



Teble 11.4.
Covernment Capital Expenditures
YAR, 1975-75 - 1981
(YR millions)

Actual
July—Decembera Budget
1975-76 1976-77 1977-78 1978-79 1979-80 1979 1980 1981
General public service 54.6 93.6 150.0 212.5 181.8 65.5 61.4 343.2
Defense 29.2 58 4 110.2 911.0 479.9 346.4 40.0 600.0
Education 9.1 32.7 72.8 140.0 168.8 67.9 110.5 433.5
Realth ' R ' 3.4 1.9 33.2 57.9 817  33.8 46.6  199.2
Community and social services 4.6 12.3 30.8 58.6 7.0 39.8 7.6 . 87.4
Economic services ’
Agriculture 4.6 15.1 33.5 32.7 45.0 12.5 29.2 110.0
Hining - 0.2 5.5 - - - - -
Construction 14.7 37.2 136.9 142.9 180.5 83.1 180.0 372.3
Transportation and communication 10.9 15.5 32.7 62.7 209.8 17.3 108.7 205.2
. Commerce 0.1 1.5 8.1 13.8 6.1 1.0 2.7 7.8
Total 30.3 69.5 216.7 252.1 441.4 113.9 320.6 695.3
Capital transfersb 38.8 140.9 276.4 404.0 513.0 356.4 345.0 758.0
Budgeted capital expenditure 170.0 415.3 890.1 2,036.1 1,933.6 1,023.7 931.7 3,116.6
Development expenditures financed 191.1 188.1 276.9 581.6 558.8 140.4 wib. 4 200.0
ext:ernallyc
Total : 361.1 603.4 1,167.0 2,617.7 2,492.4 1,164.1 1,536.1 4,016.6
A= s
. y

Source: Data provided by Ministry of Finance

a. Provisional ‘

b. Capital transfers as recorded in the YAR budget documents include external loan repayments which have been excluded
here. Capital transfers have in some years included transfers to public sector enterprises for current purposes.

c. Counterparts of commodity and project loans, whicﬁ are not included in the official budget document.



Investment, meanwhile, has been increasing at an approximate 17 percent
rate in the private sector and 33 percent in the pubiic sector. The private
sector invested 55 percent of the total during this period. Total investment
in real terms increased over 10 times. The big. gainers percentagewise were
building and construction, and industry. The big loser was housing. Agrieyl-
ture comprised 6.7 per.ent of the total in 1975-76.and 7.4 in 1979-80. These
rates of growth in the late 1979'5 were possible because of the increase in

remittances from workers outside of the country and foreign capital inflows,

Table II.5.
‘Table II.5.
Gross Fixed Capital Formationm by Sector
YAR, 1975-76 - 1979-80
(At constant 1975-76 prices, YR millions)
Percent of
1979-80
1975-76 1976-77 1977-78 1978-79 1979-80 Investment
Agriculcure 57.3 65.7 164.3 224.9 198.1 7.4
Industry 52.3 210.6 329.9 429.5 302.1 13.8
Building and 9.8 42.3 134.1. 143.8 261.5 6.2
construction .
Transport and 219.5 200.3 555.2 713.6 852.0 26.4
communication
Housing 415.0 587.0 675.0 733.0 661.0 32.0
Other sectors 95.1 117.8 331.4 422.2 406.6 14.3
Total 849.0 1,223,7

2,189.9 2,667.0 2,681.3 100.0

Source: CPO, 1981,

The actual rate of fixed investment in the first five year plan did not
always meet planned investment. During the first four years of the plan,
less than half of the planned E{xed investment in agriculture was actually
made. Industry did only slightiy better. This has very serious implicationms,
as these sectors are depencded upon to provide the majority of the new jobs

and increased productivity, and 'to sustain economic growth in the future,

Table II.6.




Table IIL.6.

Ratio of Actual to Planned Gross Fixed Im

YAR, 1976-77 - 1979-80
. (Percent)

:stment by Sector

1976-77 to’
- ¢77- . -
1976 ?7 1¢77-78 197 -79 1979-80 1979-80
Agriculture 43 51 3 37 46
Iadustry 78 61 6 36 55
Building and construction 132 . 184 7 225 191
Transport and communication 58 90 7 66 74
Housing 192 t 220 18 130 176
Other sectors _16 108 _8 54 _15
All sectors 97 101 9 66 84

Sources: CPO; UN Commission for Western Asia, 19

Domestic public savings combined with offici
exceeded the level of inves:menﬁ during the mid 1
capacity developed. Increases in public investme
together with a slowdown in doméstic public savin
1978-79. This would indicate cthat the level of ¢
be curtailed or the government must find ways of
economizing on its current expenditures. While g
increasing faster than the growth of current expe

vestmenc has far outstripped thé surplus.

1I.1.Government Revenues

Government revenues have increased 127 perce
While they declined in 1979-80, a strong comebact

Table I1I.7.

L transfers to the YAR

70's and a surplus funding
t beginning about 1977,

s, led to a shortfall in
5lic investment may have to
acreasing its revenues Or
vernment revenues have been

dituzes, current public in-

t in the last five years.

was staged in 1980-81,



Table I1I.7.
Government Revenues, YAR, 1976-81
.(YR Millions)

1976-77 1977-78  1978-79  1979-80 1980-81%

Finance Office 59.69 74.05 89.40 123.39 157.44
Taxation Department 133.21 234.88 314.88 349.27 529.53
Customs Department 912.94 1,247.94 1,348.88 1,520.69 1,941.30
Zakat 20.43 25.56 19.74 21.66 34.81
Others 307.87 1,588.64 1,378.20 427.07 586.89

Total 1,434,146 3,171.08 3,151.10 2,442.08 3,249.97

Index 1976-77 = 100 100 221 220 170 227

a. Estimated from data for the first two quarters.

Source: Central Bank of Yemen, 1981,

While the greatest rate of increase in tax collections has come from
income and profit taxes, they still constitute only 6 percent of the total
revenue. All other sources have increased at approximately the same rate
with the majority of the revenue coming from foreign trade duties (63 percent)

and nontax revenues (19 percent), Table IL.8.

Table II.8.
Changes in the Composition of Government Revenues
YAR, 1975-1979
(1975-76 = 100)

Percent of Total
1975-76 1976-77 1977-78 1978-79 1974-75 1978-79

Direct Taxes 8 10
Zakat 100 150 275 325 4 3
Income & profit taxes 100 174 433 600 4 6

Indirect Taxes : 71 71
Foreign Trade 100 236 331 351 - 58 63
Taxes on Goods & Services 100 136 358 325 12 8

Non-Tax Revenues 100 195 341 375 21 19

Total Revenue 100 214 328 362 1100 100

Source: Central Bank of Yemen, 1979.



11.2. Government Expenditures

Total current government expenditures have about quadrupled through

1979-80. Defense, Public Services and Education are the big spenders,

representing 87 percent of the total, Table II.O.



Table IIL.9.
Government Current Expenditures, YAR, 1975, 1975-76 - 1981
(YR millions)

Actuals
July-December Budget
1975-76 1976-717 1977-78 1978-79 1979-80 1979 1980° 1981

General public service 180.8 235.3 368.6 . 523.8 758.8 334.3 370.7 1,036.9
Defense 304.5 430.5 545.5 794.1 1,0627.9 443.6 659.2 1,333.4
Education 51.6 63.3 147.2 287.7 400.0 137.9 198.9 694.4
Health o 22.2 29.6 52.8 77.4 . .. 98.4. -38.7- - :52.8- 152.7
Community and social services 14.1 17.0 25.3 40.1 87.2 52.4 34.7 142.5
Economic services 34.1 54.7 95.6 107.1 136.9 66.2 77.2 247.6
Agriculture 2.6 4.0 8.5 10.4 16.7 11,0 9.9 25.4
Interest on public debt 9.2 10.6 15.4 17.0 22.1 11.0 13.8 20.0
Total 616.5 841.0 1,250.4 1,847.2 2,531.3 1,084.1 1,407.3 3,627.5

a. provisional

Source: Data provided by Ministry of Finance



The expenditure items with the hignest rates of growth were Education,
Agriculture and Social Services. However, they only comprise 17, 1 and 14
percent respectively of the 19?9—80 expenditures, Table 1I.10. While Agri-
culture contributes 29 percent.of the Gross Domestic Product, it attracted
only 4 percent of the planned Government Capital.Expenditures and less than

1 percent of curreat government expenditures.

Table II.10.

Changes in Government Current Expenditures
YAR, 1975-81
(1975-76 = 100)

% of Total
Expend. Budget
1975-76 1976-77 1977-78 1978-79 1979-80 1979-80 1981

Public Services 100 130 204 290 374 28% 486
Defense ~100 141 180 261 334 42% 479
Education 100 123 285 558 777 17% 1,758
Health 100 . 133 238 349 432 47 1,275
Social Services - 100 - 121 173 284 613 4% 1,129
Economic Services ) 100 160 280 314 396 6% 1,364
Agriculture 100 154 327 400 635 1% 1,781
Unallocatable 100 115 167 185 163 1% 117
Total Expenditures 100 136 203 300 394 100% 757

Source: CPO, 1981; and data provided by Ministry of Finance

In terms of the overall gudgetary trends, current revenues increased at
an annual growth rate of 45 percent, while current expenditures increased at
35 percent for the ten Yyear pgriod ending in 1979-80. Capital expenditures
increased at a 45 percent rate during this period. Revenue and expenditures
were equivalent toO only 6 and’ 14 percent of GDP respectively in 1970-71,
while these proportions increased to 19 and 34 percent respectively in 1979-80.
Currently 41 percent of the government expenditures are going for wages
and salaries. Thirty-five pe;cent goes into capital expenditures. General

expenditures are 10 percent of the budget, current transfers 8 percent, while



7 percent goes for capital transfers, Table II.1l. The net government posi-
tion (revenues minus expenditures) has been deteriorating rapidly. A surplus
of YR 958,000,000 was present iﬁ 1977-78, but this had declined to a negative
balance of YR 3,773,000,000 in i980-81. This emphasize:s the need for the

government to reassess its poliéy relative to revenue generation or level of

expenditures.
Table II.1ll.
Government Expenditures by Item, YAR, 1977-81
(YR Millions)
1977-78  1978-79 1979-80  1980-81°
Salaries, etc. 812.83 1,215.04 1,741.76 2,885,89
General Expenditures 301.80 423.93 622.11 674.92
Current Transfers 127.29 309.60 352.21 549,91
Capital Expenditures 676.66 1,537.92 1,600.98 2,453.17
Capital Transfers 294.36 226.26 312.91 458.69
Total 2,212.94 3,712.75 4,629.97 7,022.58
Index 1977-78 = 100 100 168 209 317
Net Government Position 958.14 -561,65 -2,187.89 -3,772.61

(Revenues-Expenditures)

a. Estimated from data for the first two quarters.

Source: Central Bank of Yemen, 1981.
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Substantial overall budget deficits are in prospect for the 1980's. Yet
perhaps the most appropriate genéral action is for priority to be given to
improving the collection of existing taxes. Increases in tax rates, though
possibly appropriate in certain areas, may, in others, have an adverse effect
on revenue if they significantly hinder improvements in compliance. Completely

new taxes should be considered only wliere administration is simple and revenue

potential is substantial.

1I.3. International Trade

Indirect taxes provide the major source of revenue for the government,
with foreign trade taxes alone providing 63 percent of total current govern-
ment revenues in 1978-79. Thus, thé importance of trade and trade policy
cannot be overestimated.

The purchasing power generated primarily by vorker remittances has in-
creased the demand for imported éoods tremendously. The total value of im-
ports increased 351 percent fromt1975-76 through 1979-80. Three categories
of imports comprised 8l perceut of the total imports in 1979-80. These were
foodstuffs and live animals, manufacturers' materials, and machinery and
transportation equipment. These three import categories comprise 25, 23 and

32 percent respectively of the total value of imports, Table II.1Z.



Table II.l2.

Non-Government Major Imports, YAR, 1975-80

(YR 000's)
1975-76  1976=77 1977-78 1978-79 1979-80 Cercemt
. Change

Foodstuffs & live animals
Live animals 9,513° 13,813 17,509 24,368 40,842 329
Meat & meat products 3,831 30,469 123,364 177,371 222,727 5,714
Dairy products & eggs 34,627 69,525 122,990 196,016 341,721 887
Fish & fish products 7,125 16,667 13,407 25,448 30,691 331
Cereals & products 235,126. 296,700 234,816 220,194 400,388 70
Vegetables & fruit 70,407+ 180,356 220,783 370,401 504,034 616
Sugar, products & honey 242,141 166,579 132,295 245,378 235,289 -3
Coffee, tea & spices 48,055 29,881 77,899 55,788 73,202 52
Miscellaneous foodstuffs 90,080 64,962 38,544 52,860 45,990 -49
Total 741,589 868,352 981,594 1,304,830 1,894,634 155
Beverages and tobacco 44,375 48,985 85,634 110,489 114,600 158
Raw materials, inedibles 6,599° 12,689 19,814 15,933 35,271 L34
Mineral fuels & lub. 81,118 58,897 108,037 138,492 369,508 356
Animal & vegetable fats 7,852 11,200 28,357 32,164 42,460 44C
Chamicals 82,834 155,335 223,069 301,957 473,640 472
Fertilizer manf. 6,849 3,536 17,315 25,059 20,936 206
Manufacturer's materials 310,679 668,202 975,242 1,270,291 1,780,511 473
Machinery & trans. equip. 289,561 965,678 1,155,414 1,581,3€3 2,474,532 755
Miscellaneous manufactures 140,413 243,043 339,651 313,326 465,901 232
Goods not classified 1,894 ° 2,943 21,920 10,520 54,244 2,764
1,706,894 3,035,329 3,938,732 5,080,364 7,705,302 351

TOTAL

Sour-e: CPO customs data, revised by Central Bank of Yemen.

Within the foodstuffs and live animal category, the greatest increase

has been in meat and meat products. Dairy products and eggs, and vegetables

and fruit have also shown considerable increase.

actually declined during the five year period.

Sugar products and honey

Imported cereal and cereal

products were primarily wheat and flour, which together comprised from 70 to

90 percent of the total category during the five year period.

Thirty percent of the YAR's imports came from the Arab countries, of

which Saudi Arabia supplied 82 percent. Denmark supplied about two and one-

half times as much value in foodstuffs and live animal imports to the YAR as

compared to any other country.

The Netherlands, the United States and the

People's Republic of China were the next largest suppliers. 1India, Australia,



Japan and other Western European countries were also major suppliers in the
foodstuffs and live animals cateébry.

Yemen is primarily an exporter of labor and services and an importer
of goods. Thus, the export section in terms of commodities is virtually nomn-
existent. As a result, the trade’account has been negative throughout the™
period, increasing 556 percent frém 1975-76 to 1980-81. The total deficit
was estimated to be over YR 7,000,000,000 for 1980-81. The majority of the
icéms exported are agricultural p%oducts. Hides and skins, coffee, biscuits
and confectionaries comprised 96 percent of the identified exports for 1978-79.
In the past, both coffee and cottdn had comprised major export commodities.
However, cotton production has declined to a point where the country is now
importing cotton. Coffee is being replaced by other crops, primarily gat,
thus its production is declining too. The people of the Demccratic Republic
of Yemen and Saudi Arabia receive;mosc of the exports from YAR. These two

countries received 48 and 24 percent respectively of the total exports during
1979. .

The Ministry of Supply has a primary responsibility in the international
trade sector. It is their respomsibility to be sure that plenty of food is
available for the people of the YAR. At the present time, most of this food
is brought in on a continual bésig, as the only significant storage is for
grain at Hodeidah. The Ministry of Supply determines the quantity of food
import items needed within the country. Once this is set, 40 percent is set
aside to be purchased by the»Gene;al Corporation for Foreign Trade, with the
rest being allocated through~tendérs, which can be submitted by anyone. The
successful bidders are issued liceﬁses to purchase the quantities indicated.

Domestic production of certain products is protected from competition
by preventing the imports from coﬁing into the country. Total prohibition is

the responsibility of the Ministry of the Economy. Those imports permitted



in the country are subject to duty ranging from zero to over 100 percent of
the import value. The import value upon which duties are paid is calculated
by decermining the dollar value of the shipment and multiplying it by a factor
of five to establish the value in Yemen rials upon which the duties must be

paid. Since the official exchange rate is YR 4.5 per US dollar, the actual

+

duties will run more than 10 percent higher than the indicated schedule.
Taxes on imports have threé elements:
. Customs duties at variou; rates as specified by customs tariffs;
. A defense tax levied at 5 percent of all nonexempt imports;
. A statistical tax levied at 2 percent on all nonexempt imports.

In addition, a surcharge of 2 pércent of the total duties payable is collected
and transferred to CYDA for distribution to the Local Development Associationms.
The structure of the customs tariff reflects attempts to accommodate a

wide variety of different objectives including the raising of revenue, pro-
tection of domestic industry, kéeping prices for household necessities
reasonable, and discouraging smuggling. As a consequence, tariffs on manu-
factured goods vary from l to 35 percent, with the lower rates for industrial
inputs and capital goods and higher ones for finished consumer goods, espec-
ially those regarded as nonessential.

Tariffs announced in January, 1981 set customs duties for most animals,
meat products and milk at 10 percent, 30 percent for most textile products,
and 50 percent for carpets. Th; rate on fresh or chilled vegetables is 100
percent, oils and fats 25 perceﬁt, sugar 13 percent, mineral water 40 percent,

soft drinks 40 percent, a:d cement 23 percent, Table II.13. All export

duties on agriculture products have recently been cancelled.



Table I1I.13.
Duties on Selected Agricultural Commodities
(Effective September, 1981)

Type of Dutyb

Commodity Customs Defense Statistics Total
Meat, frozen 10 5 2 17
Eggs 1 5 2 8
Apples, fresh 20 5 2 27
Bananas, fresh 20 5 2 27
Oranges, fresh 20 5 2 27
Poultry meat, frozen 15 5 2 22
Vegetables, canned 25 5 2 32
Vegetables, fresh 100 5 2 107
Milk, powdered nil nil nil nil
Milk, fresh 10 5 2 17
Margarine, etc. 25 5 2 32
Wheat nil nil nil nil
Wheat flour nil nil nil nil
Sugar 13 5 2 20
Rice 8 5 2 15
Day old chicks 10 5 2 17
Butter 5 5 2 12
Cheese, white 5 5 2 12
Cheese, other 25 5 2 32

a. Customs duty schedules are reviewed each 6 months.

b. Levied as percentage of ad-valorem C.I.F. @ $1 = YR 5.0.

Source: Ministry of th# Econcuy, Government Customs Office, by T. P. Allchinm,
September, 1981l.

1t must be recognized that many goods are smuggled both across the
northern land border and along the Red Sea coast. The main problem seems
to be with tobacco, cigarettes, motor vehicles, gasoline, and small, high
value items such as watches and ;ameras. Reductions on tariffs on motor
vehicles from 60 to 50 percent fsr passenger cars and 75 to 50 percent on
motorcycles were designed to increase legal importatiom, thus tariff reve-
nue. Tariffs on tobacco and cigarettes, however, increased from 70 to 120
percent. Incentive to smuggle cigatettes is further enhanced by the domestic
excise tax levied on both local and imported cigarettes.

The Customs Department, located in the Ministry of Finance, is respon-

sible for the actual collection of the duties. They also have the respon-



sibility to control smuggling, which is quite common because of the high
duties on certain products. Thé Ministry of Supply has advocated that duties
be minimized in order to reduce smuggling.

It is interesting to note that Yemeni consumers prefer domestically pro-
duced products over imported pr;ducts in many, if not in all, cases. Examples
are retail prices of locally produced, factory-type broilers present in the
market for YR 20, while a small, native bird is seen in the same markets
selling from 36 to YR 40. Sim;;ar price differentials exist for imported and
domestic wheat. Such differentials make utilization of import duties as a
mechanism for raising the price'of imported goods to encourage the production
of domestic goods rather doubtful. Duties would have to be raised to such a
level that the primary result would probably be an incréase in smuggled goods

and a decrease of officially entering goods (see Chapter 3).

11.4. The Financial Sector .

The financial sector is composed of the Central Bank, ten commercial
banks, four specialized banks, three insurance companies, and an investment
finance company. In addition, an extension of the financial system includes
the exchange dealers, who remit- workers' savings to and from Yemen, and the

traditional money lenders.

In the commercial banking sector, the govermment sponsored Yemen Bank
for Reconstruction and Developm;nt has 80 percent of the banking business.
It is the only bank that has brénches outside of Sana'a, Hodeidah and Taiz,
with 23 branches.

There is a definite tendency for a high proportion of the domestic
private sector's savings to be held as currency relative to other financial
assets. In the most recent year, currency accounted for 75 percent of the

increase in money. Most of the:currency put into circulation arose from



inward remittances in the courée of which foreign claims were presented to
the Central Bank for domestic currency.

"’377 The four specialized banké, the Agricultural Credit Bank, the Industrial
Bank of Yemen, the Housing and-Credit Bank and International Ccoperative
Development Bank, are heavily dependent on the government for financing.
Except for the ACB, which currently obtains 28 percent of assets from foreign
sources and 24 percent from thé Central Bank of Yemen, they obtain virtually

none of their money from the domestie, private sector. However, they do
deposit unloaned balances in c;umercial banks. These specialized banks have
sometimes been accused of failing to lend their to:zal available funds because
of the sacrifice of interest f;om their deposits in commercial banks.

Commercial bank lending is concencrated in short-term lending for import
financing. Banks are reluctant to engage.in anything but short-term lending
because the prevailing interest rate structure, combined with the 20 percent
reserve requirement, makes thefeffective interest cost to banks of time and
savingé deposits beyond nine months maturity greater than the maximum they
are allowed to charge for loané.

The real cost to the bank of three month time deposits is 13.75 percent;
three to six month, 15 percent; six to nine month time deposits, 16.25 per-
cent; and nine to twelve month deposits, 17.5 percent. Since the lending
rate maximum is only 17 percent, it is understandable way banks are reluct-
ant to take time deposits beyo;d six -.uths in length.

The interest race structuée in commercial banks has not until recently
generally reflected the market rates in other countries. Advances to gov-
ernment had been at 4 percent. * Commercial loans had varied from a low of
10 percent to a high of 15.5 percent the last few years. Currently, it is

17 percent. Mortgages and personal loans have been established at the same

interest rates, Table II.l4.



Table II.l4.
Interest Rate Structure for Deposits and Credits
YAR, 1975~81

_(percent)
1975 1978 1980 1981
Effective Date April April February April July November May
Central Bank .
Interest on Treasury bills 3 3 3 3 3 3 3b
Advances to gcvernment ] 4 4 8 8 8 8 8
Discount rate for commercial banks - -— 12,5 14.5 11 14 16
Commercial banks . i
Maximum lending rates :
Commercial advances : 12)
Mortgage and personal loans . 14) 10 13.5 15.5 12 15 17
Minimum deposit rates
Time deposits
Three months 6 6.5 8.5 10.5 7 10 11
Over 3 to 6 months 7.5 7 9.5 11.5 8 11 12
Over 6 to 9 months 8 7.5 10.5 12.5 9 12 13
Over 9 to 12 months 9 8 11.5 13.5 10 13 14
Savings deposits 5 6 8.5 10.5 7 10 11
Specialized banks
Lending rates
Short-term 9 7 10.5 12.5 9 11 11
Medium- and long-term ) 8 6 9.5 11.5 8 10 10

a. Excluding some cotton and manufacturing credit, for which slightly lower rates
were applicable.

b. The rate for general advances is 8 percent; the rate for investment projects is

4,5 percent.

Source: Central Bank of Yemen.

1

On the savings side, the interest rates on three-month savings were 6
to 6% percent until 1980. In the latest time period, they were increased to

11 percent. Nine tn twelve month savings ran 8 to 9 percent until recent

times, when they were moved to l4 percent. Savings deposits were 5 to 6 per-

cent but are now 1l percent. As mentioned earlier, because of the 20 percent

reserve requirement on all deposits of commercial banks, the maximum rate of

interest that can be charged by the banks on loans is not sufficient to cover

the rates of interest that must be paid on nine to twelve month savings.
Thus, savings are not accepted by the banks beyond six'months in the present

situation.



The strong growth of imports for private comnsumption and the ambitious
development projects by the Government is only possible because of the inward
remittances from emigrant Yemenis. Unless a reduction in the growth of dom-
estic consumption and/or a sigﬁificant increase in the growth of domestic
outputs OCCUTLS, balance of payment deficits will occur. Thus, both domestic
production and economic development, in the longer run development of the -
palance of payments, are cruciélly dependent on the growth of domestic savings
and their efficient channelingjinto productive investment. Interest rate
policy has an important role té play in achieving of these two goals.

The high rates of inflation during the 1970's reflected the fact that
the supply of goods from domestic and foreign sources could not keep pace
with the growth of the money supply and credit. During this period, interest
paid to savers was low relative to the current rate of inflation. At the
same time, interest paid by borrowers was also relativel, low compared to the
rate of inflation. Thus, the savers were subsidizing the borrowers to a large
extent. It was not surprising that demand for loans far exceeded the supply
of savings. Further, it is not surprising that the savings rate in the Yemen
Arab Republic is low, amounting to perhaps 5 percent of the Gross National
Product.

_ The nomZnal rates of interest versus the real rates of interest
for the last ten years indicates that the real interest cOSts for borrowing
has been negative while the reél interest return for savers has also been
negative. Thus, while savers fost real value of their savings at a rate of
16.29 percent per year for the period 1970 through 1979, those who were bor-
rowing money actually gained on the real value of their loans at a rate of
15.4 percent per year during the same period. Only in 1981 has the real

rate of interest for savers become positive while the real cost to borrowers

has been positive for the last two years, Table I1.15.



Table II.15.
Nomirial & Real Interest Rates, YAR, 1972-79

" (Perceut)
Rate of Interest Ret:urnb Interest Cost®
1 -

Inflation Nominald Real® Nominal Real
1972 ‘ - ) - 10 -
1973 ; 42 8 =34 10 -32
1974 ; 27 8 -19 12 ~15
1975 ' ) 23 9 =14 12 -11
1976 ) 27 9 ~-13 12 -15
1977 25 9 -16 12 -13
1978 20 8 -12 10 10
1979 . 22 8 -14 10 -12
1980 . 15 £ 13.5 -1.5 15.5 +0.5
1981 10.5 13 +2.5 15 +4,5
a. General Consumer Price Index, Rate of Change
b. 12 month savings deposits
c. Interest charged on commercial loans
d. maximum rate permitted

e. Nominal rate minus the rate of inflation

f. Estimates
Source: Central Bank of Yemen, 1981; and CPO, 1981.



This situation would tend to indicate that a sizeable upward revision
of interest rates was warranted if the financial sector's contribution to
economic development to increase.financial savings was to be realized. It
appears that this situation may have reversed itself in late 1980 and early
1981. At this point, real savidés turned positive for the first time while
the real interest costs also became positive. If the real return to savers
increases so that it is competit%ve with altermative investments of similar
risk, then savings can be expectéd to increase. This will provide more lend-
ing capability to the banks and result in more lending unless opportunities
for essentially risk free Euro-dollars or US dollar investments lure the

money out of the country.

Two specialized financial institutioms have been created to channel
money below commercial. interest rates into areas deemed important in the
development plan. These are the Agricultural Credit Bank to channel money
into agricultural development, anh the Housing Credit Bank, assigned to help
provide for housing loans. Both éf these credit sources appear to be more
important from the standpoint of resource allocation than for the existence
of preferential loan rates. Stated differently, at commercial conditioms,
there would remain a constraint oﬁ the supply side and not a lack of demand

for these areas of development. There is also an exteinality in the case of



the Agricultural Credit Banmk where attractive loan rates -an lead to a more
extensive use of the land and can help reduce the exodus of rural population
into the cities and neighboring.oil states. In the case of the Housing Credit
Bank, the conspicuous lack of adequate housing throughout the country obviously
makes the provision of such hou;ing a social goal that can justify subsidiea-
tion in one form or another.

However, it appears that projects are being financed at a subsidized rate
by the Industrial Bank of Yemen;nhat would have no difficulty attaining finan-
cing from commercial banks at commercial rates. Thus, while preferential
interest rates to guide resource allocation may be deemed desirable, they in-
volve political :hoices. Further, if rates paid for deposits in these spec-
{alized banks is not competitive, the banks will become merely "eredit windows'
as has happened in many developing countries. The concessional loan rates
imply that these institutions need to be subsidizr.d either directly by cover-
ing their operating losses or indirectly by supp.ying official domestic and/
or foreign, low cost financing éhich reduces thelr average cost of funds.

The extremely low rate at which the government borrows from the Central
Bank excludes it from borrowing from the commercial banks. By borrowing from
the Central Bank, the government creates new Central Bank liabilities, i.e.,
government deposits. Once the éovernment spends these deposits, part of the
proceeds will be held by the domestic commercial banks as reserves. With
these reserves, the commercial Qanks are able to expand their deposits by a
multiple, with the end result of a potential expansion of the money supply.

If the government were to borrod from commercial banks, there would be no
creation of a Central Bank's li;bilities upon which to build multiple expan-
sion of the money supply. Thus‘borrowing from the Central Bank has a more
expansionary impact on the money supply than borrowing from the commercial

banks. This may add to the rate of inflation and increase adverse trends in

the balance of payments.



I1I.5. The Monetary System

The totzl money supply in ;he YAR has increased 166 percent from 1975-76
to the first half of 1980-81. However, the rate of increase has been slowing.
The change in money supply from'l974-75 to 1975-76 was 120 percent. This
declined in subéequent years to 74 percent, 22 percent, J6 percent, and fin-

ally &4 percent in the first half of 1980-81, Table II.16.

Table II.16.
Selected Financial Data, YAR, 1975-81
(YR millions)

1975-76 1976-77 1977-78 1978-79 1979-80 1980-81%

Money supply 2,509.1 4,370.4 6,205.1 7,583.1 8,822.9 9,179.6
% change from 120% 74% 427 227 16% 4%
previous year

Demand deposits 347.9 620.9 767.4 747.3 677.9 688.0
. change from 105% 78% 257% =34 ~9% 17

wrevious year .

Time, savings & foreign 318.7 = 422.0 636.0 873.3 927.1 1,160.2
currency deposits .

% change from 145% 327 51% 37% 6% 25%
previous year

Foreign assets (net) 2,607.3 4,106.4 6,119.0 6,883.1 6,873.8 6,263.1

% change from 120% 57% 49% 12% 0% -9%
previous year :

a. First two quarters only

Source: Central Bank of Yemen, 1981.

Meanwhile, demand depositsfdoubled in the same period of time. However,
the rate of change from the pregious year has been constantly declining,
actually becoming negative in 1978-79 and 1979-80. Time savings and foreign
currency deposits have increased 264 percent during this period. Again, while
the rate of change has varied considerably, it has been generally decreasing.

Finally, foreign assets inéreased 140 percent from 1975-76 to the first

half of 1980-8l. However, again the rate of change from the previous year



has declined from 120 percent for the period 1974-75 to 1975-76 to =9 percent
the first half of 1980-8l. Th%s indicates that expenditures are exceeding
present revenues and, thus, foreign assets are being drawn dowm.

Agriculture does not borrow money from commercial banks. Less than one
percent of the total advances éf commercial banks have gone into agricultire
in any one year. Advances for imports absorb the majority of the commercials'
funds but have declined in recent years as a percentage of total advances.
In contragt, advances for manuéacturing, industry, and private and professional

loans have been increasing as a percentage of total advances, Table II.17.

Table I1I.17.
Advances of Commercial Banks, 1975-80
(YR Millions & Percent)

1975 1976 1977 1978 1979 1980

% % % % % %

Agriculture ) - - 0.48 0.80 0.61 0.12
Export . 7.43 6.36 1.38 1.04 0.40 0.24
Imports 71.14 64.80 71.82 70.02 62.71 55.83
Manufacturing : 2.15 0.28 1.31 5.31 7.64 6.88
Industry 1.98 2.86 1.69 4.46 5.25 6.29
Business 12,90 14.20 13.32 7.82 9.14 11.31
Private & professional 4.26 11.38 8.80 8.80 9.00 14.87
'All other 0.15 0.13 1.20 1.74 5.23  4.46
Total Advanced:

1975 1976 1977 1978 1979 1930

356,132 529,194 l,455,é28 1,387,951 1,849,386 2,219,916

Source: Central Bank of Yemen, 1981.

II.6. Balance of Payments

The current account, positive for the first three years of this period,
turned negative in 1978-79 ar! has been increasingly negative since then.
Net receipts have varied within a fairly narrow range within the last five-

year period. While the remittarces (net receipts) indicated in the balance



of payments have been about constant in current value the last few years,
there are reasons to believe th?t they may be undercounted. It is believed
that more and more of the remittances are being brought into the country in
the form of goods purchased abrﬁad because of lower prices. These values are
not recorded. Also, import trade via overland routes is not currently finan-
ced by the commercial banks. The value of this trade also bypasses the -
recording system. The total value of these leakages is not known.

The capital account has shbwu steady growth throughout the period, in-
creasing by about seven times. * However, the balance of payments has shown
considerable deterioration sincé 1977-78, going negative for the first time -
in 1979-80. This would indicate that the YR is overvalued and that some major
policy changes may have to be made if the trend in the balance of payments continues,
Table II.18.

Table II.18.

Balance of Payments, YAR, 1975-81
KYR Millions)

1975-76  1976-77 1977-78  1978~79 1979-80  1980-81°

Current account 1,100.4 1,257.4 1,472.7 -621.3 =-1,480.4 ~1,761.5
Trade account -1,166.4 =-3,199.9 =-4,102.7 -5,613.2 -6,925.5 =-3,825.1
Exports 55.3 83.9 31.8 13.8 32.1 45,1
Imports -1,721.3. -3,283.8 =-4,134.5 -5,626.4 -6,957.6 =-3,870.2
Private sector -1,452.4 =2,992.1 =-3,529.2 -4,419.1 =5,570.7 =-3,343.7
Government imports -268.9. -291.7 -605.3 -1,207.3 =-1,386.9 -526.5

Net recepts 2,766.4  4,457.3 5,575.4 4,991.9  5,445.1 2,063.6
Capital account 199.0 188.2 340.4 932.5 1,301.8 773.4
Net private capital movement 123.0 53.5 199.5 452.8 169.4 377.1
Balance of payments 1,422.4; 1,499.1 2,012.6 764.0 -9.2 3.7

a. First two quarters.

Source: Central Bank of Yemen, 1979 and 1981,

The trade account has shown a growing deficit with private sector im-
ports growing at a faster rate than public sector imports. The overall mar-
ginal propensity to import has averaged 1.5 during the past five years,

Table IIL.l19.



_ Table II.19.
Changes in Balance of Payments, YAR, 1975-81
(1975-76 = 100)

1975-76 1976-77 1977-78 1978-79 1579-80 1980-812

Current account 190 114 134 =56 -135 -320

Trade account (~) 100 273 352 481 594 656 ~
Exports 100 152 58 25 58 163
Tmports (-) 100 191 240 327 404 450
Private (=) 100 206 243 304 384 460
Government (=) 1Q0 108 225 449 516 392
Net receipts 100 161 202 180 197 149
Capital account 100 95 171 469 654 777
Net private capital movement 100 43 162 368 137 307
Balance of payments 100 105 141 54 -1 1

a. Data from the first two quarters doubled to estimate annual change.

Source: Calculated from data from Central Bank of Yemen, 1979 and 1981.

II.7. National Disposable Income

Disposable income, in nominﬁl terms, increased by 135 percent from
1975-76 to 1979-80. However, the increase was less than 25 percent in real
terms due to the high rates of iﬁflation that prevailed during this period.
As a consequence, per capita disposable real income has remained relatively

coustant at around YR 1,400, Table II.20.



Table II.20
National Disposable Income and Gross Natiomal Product, Selected Years
(YR Millions)

1969-70 1975-76 1977-78 1978-79 1979-80

Domestic factor income 1,156 4,370 6,555 8,328 9,661
Net inflow of factor incomes and other 248 2,752 5,714 5,679 =6,182
current transfers from the rest of the world

Indirect taxes less subsidies ) 48 462 1,471 1,593 1,967
National income . 1,452 7,584 13,740 15,600 17,810
Savings . -98 2,001 4,846 3,609 3,466
Private consumption _ 1,434 4,902 7,652 10,205 12,154
Government consumption ) 116 681 1,242 1,786 2,190
Capital consumption allowance 27 103 194 245 291
Gross national product 1,479 7,687 13,934 15,845 18,101
Implicit deflator for GDP (75~76 = 100) 19 100 146.4 170.1 188,
Disposable income (75-76 = 100) 1,452 7,584 9,385 9,170 9,438

Per capita disposable income (YR) (75-76 = 100) -- 1,257 1,470 1,395 1,396

Source: CPO, 1981.

Somewhat unique to the YAR économy, as compared to most developing
countries, has been the net transfer from the rest of the world, which has
contributed between 23 and 32 peécent of the total disposable income in dollars
during this period. The relative importance of these transfers has been de-
clining in recent years. It appears that the value in current dollars has
tended to stabilize in the last several years at around YR 5 billion. This
would seem to indicate that the domestic economy will need to accelerate its
rate of growth if per capita rea; income is to be maintained or increased.

Private consumption growth éontinues to outstrip the growth of private
domestic disposablz income. This has resulted in domestic dissaving in the
private sector. Combined with the leveling off of the net inflow of remitt-
ances and transfers, this led to:a small financing gap in 1978~79. The mar-

ginal propensity to consume in the private sector has been estimated in

recent years to be 1.18.



11.8. Summary of Macro-Economic Factors

The first five fear plan (FFYP) had anticipated an increase in the GDP
a£ a compounded rate of 8.2 pefcent. Actual growth had been at a 6.4 percent
rate during the first four yea;s of the FFYP, The largest sector of the
economy, agriculture, has showrn no growth.

The agricultural sector only captured 7.4 percent of the growth in total
gross fixed capital between 19i5-76 and 1979-80. The sector realized only 46
percent of the fixed investmené planned for it during this period. The total
economy saw 84 percent of the élanned investment accomplished. Likewise,
agriculture received less than.2 percent of the government capital expendi-
tures during this period.

Meanwhile, government revenues increased 127 percent and expenditures
were up almost 300 percent. The net surplus position at the beginning of the
period had become negative by 1979-80. The government current éxpenditures
for agriculture had increased &ver five times, but still comprised less than
1 percent of the total expended in 1979-80. In light of the above, it is not
surprising that the agriculturél sector's contribution to GDP declined from
41 percent in 1975-76 to 29 percent in 1979-80. Still, it contributes approx-
imately 60 percert more to GDP than the next largest sector.

The value of imported goods increased more than 3% times from 1975-76
to 1979-80. Agricultural and food products currently comprise % of this
value. The ability to purchas; this quantity of imports is generated by
remittances from Yemenis worki&g in other countries, together with foreign
capital inflows for development and other purposes. Duties collected on these
~~{mports-provide more—than 60 percent of -all-government—current-revenue. --- --

Agricultural and food commodities make up virtually all of YAR's exports,
but equal just over 1 percent of the value of imports. Thus, the balance of

trade has increased 5% times since }975~76 and is running a current deficit

of about YR 7 billion. This situation, together with a current account that



has turned negative the last three years, resulted in YAR's first balance of
payments deficit in 1979-80. This situation may become chronic unless poli-
cies for stimulating the &omestic economy, discouraging impcvts or increasing
foreign transfers are adopted. :

With foreign remittances leveling off and several forces at play indi-
cating that actual declines may be in prospect, with some indication that
United Nations programs may eveﬁtually be withdrawn because the increased
level of per capita income has.;oved the YAR out of the "poorest nf the poor"
category, and the ilikely unwill;ngness df the Yemeni people to give up their
access to imported products thaﬁ they have learned to enjoy, the most accept-.
able solution would seem to be ;n increase in domestic production. Agricul-~

ture, because of its current underdeveloped status, may provide the best

opportunity for growth in the domestic economy.



II1. THE AGRICULTURAL SECTOR

I1T1.1. Introduction

The YAR is divided into regions for analysis in several ways. Statis-
tical data produced by governm;nt agencies are generally organized by gover-
norate or province, while the World Bank and other development agencies have
divided the country on the basés of resource base, agricultural output and
potential for development for gxamining agricultural production. A regional
approach similar to that employed by the World Bank recognizing real differ-
ences in production potential is most appropriate. Due to the manner in
which data are collected and reported within YAR, these regions should be
Aefined coincident.

Due to the heavy dependence of agriculture on rainfall, most agricultural
production and the highest yields come from the high rainfall areas of the
Central Highlands. The Tihama 'area with the lowest rainfall is best suited
to the production of millet, afthough cotton and horticﬁlture products can
be produced in areés with acce;s to irrigation. Yields of cereals in the
Tihama are low. The Eastern Slopes are not currently a significant factor
in agricultural production. Aichough the rainfall in the Intermediate Plains
and Western Slopes is lower tha; in the Central Highlunds these areas are
capable of producing a wide range of agricultural products when appropriate
inputs and improved technology are supplied.

The major development acti;ities in agriculture have taken place in the
Central Highlands through the SﬁRDP and in the Tihama with the TDA and FAO
development accivities; Agricultural research is currently concentrated in
the Central Highlands at Taiz, and regional research is limited.

This section will discuss agricultural production in YAR examining the
available resource bases, the institutional support for agriculture, and then

evaluating the situation as it relates to each of the important agricultural



products. A summary of the current agricultural status will conclude this

section.
Table III.l.
Agricultural Regions in YAR Used in this Analysis
Region Governorates Included
Tihama Hodeidah
Western Slopes Hajjah
Central Highlands Ibb, Talz
Intermediate Plains Beida, Dhamar, Sana'a, Saadah, Mahweet
Eastern Slopes Marib

III.2. Agricultural inputs

The major agricultural inputs discussed are labor, water and land, pro-

duction inputs, and credit.

Population and Labor

Accurate data on population in YAR do not exist. Figures for the 1981
census are currently being revised downward and it is likely that the current
figure lies somewhere between the extrapolation cf the 1975 census and the
1981 count. Analysis of crude birth and death rates indicates that a popu-
lation growth rate in the range of 2.25 to 2.5 is probably appropriate, and
that approximately 25 percent of the population have migrated either inter-
nally within YAR or to foreign countries. This migration is a significant
factor in agricultural development since it has reduced the supply of avail-
able labor, and remittances from this out-migrant population have supported
growtn in domestic consumption, further distorting the trade picture.

The YAR population is basically agrarian, with 78.7 percent of the
households deriving their income from agriculture. This figure has been
declining steadily over the past five years, and particularly in the poorer

producing regions like the Tihama, the percentage of agrarian households



Table I11.2.
Population Patterns in Agricultural Regions in YAR, 1981

Agricultural In Country

Region Total Males Females Households (%) Migration (%)
Tihama 1,087,508 593,642 493,866 65.0 4.4
Western Slopes 890,954 480,525 410,429 71.5 4.2
Central Highlands 2,882,381 1,614,091 1,268,290 82.8 6.0
Intermediate Plains 3,502,844 1,955,129 1,547,715 87.0 5.3
Eastern Slopes 193,287 110,503 82,784 n.a. n.a.
"Total T - T ot 8,556,974 4,753,890 3,803,084 ° T " " 71BL7 AU Y 1

Source: Adapted from CPO, 1981; and Statistical Project, 1981



may be as low as 65 percent (see Table II.2.). Agricultural labor has become
increasingly expensive due to outmigration and competition from the construc-
tion sector. Although there is @onsiderable debate over the existence of an
agricultural labor shortage, prebailing labﬁr costs clearly indicate a lack
of adequate supplies of relatively inexpensive labor. Seasonal shortages at
harvest and pleaty times have been reported. Current agricultural wages
range from 60-80 YR per day. .

A population and housing ce;sus was conducted in 1975 and the Confedera-
- tion of Yemen Development Associ;tions (CYDA) conducted a population census
in 1981. Results of these two eﬁumerations are shown in Table III.3. Usiag
the two census figures and FAO eétimated growth rates, population estimates
for the past five year period can be developed as shown in Table III.4.
Actual population figures are probably somewhere between these two values.
Population figures for males and females have shifted markedly between the
two enumerations. Examination of the age and sex distribution of the popula-
tion shown in Table III.5. indicate there may be serious inaccuracies in the
counting of women of childbeariné age, due to cultural practices. This re-

quires larger numbers to be estimated and reduces the accuracy of the figures.



Table III.3.
Population Estimates in YAR from Census Figures, 1975-1981

Category ’ 1975 1981
Recorded population in country 4,540,230 6,226,921
Estimated population of uncovered areas 294,500 -—
Un~enumerated population =
for technical reasons 260,000 387,191
for social reasons 163,800 318,471
Qut-migrant.in country -—— 229,268
Migrants outside country 1,234,000 1,395,123
TOTAL 6,492,530 8,556,974

Source: CPO, 1981

Table III.4.

Resident Population Estimates and Changes in YAR, 1975-1980
Year FaO Populationa Change Population CYDA Censusb
1975 5,282,000 ; - 6,385,927
1976 5,395,000 +2.1 6,520,032
1977 5,518,000 - +2.3 6,669,993
1978 5,648,000 +2.4 6,830,073
1979 5,785,000 +2.4 6,993,995
1980 5,926,000 +2.4 7,161,851

a. Based on 1975 CPO census

b. Based on 1981 CYDA census

Source: FAO, 1981; CPO, 198l.



Table III.S.
Age Distribution of Population in YAR, 1981
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Farm Labor Availability

It is generally stated that a serious shortage of farm labor exists in
YAR resulting in land being abandoned and maintenance of terraced land being
postponed, as can be seen in Taﬁle 11II.6. In lower production areas, where
mechanization is not used and hired labor is more common, more land is going
out. of production. The 1975 census indicates an agriculture labor force of
830,340 (cro, 1981, Table 18/2)3 Based on estimates of labor use {(World
Bank, 1979) and official.statis;ics, farm labor requirements are increasing
at a rate of approximately one éercent per year. Although previous work
(World Bank, 1979) showed labor in agriculture fully utilized, current re-
vised data question that assumpéion (see Table IIL.7). This change 1is due
to a significant reduction in hectarage under cultivation and a questionable
reduction in the number of sheeﬁ aad goats kept on farms.

1f a typical farm worker is considered fully utilized at 140 mandays per
year, labor requirements in l97é—77 were 524,814 and in 1979-80 were 540,921,
far below the reported work force figures. If sheep and goat figures are in-
creased to 8.4 million as suggeéted by the veterinary service, manpower requirements
become 631,371. This would allow for a doubling of vegetable production or
a trebling of grape production before an absolute labor shortage would occur.
The figure of 140 mandays of labor per year would seem to be below the maxi-
mum possible. It seems more likely that a reluctance to work in agriculture
given prevailing returms to labér rather than an absolute labor shortage is
the cause of high farm labor raées. It is possible that seasonal shortages

may occur, during harvest for example, but there is no evidence to support

this.



Table III.6.
Land Use and Manpower Sources by Agricultural Region in 7AR, 1981

Percent Percent Percent Percent of Percent of
of land of land of land holdings holdings using
in fallow or in other using only mechanized
Region crops abandoned uses? family labor cultivation
Tihama 69.2 29.8 1.0 36.4 9.8 ~
Western Slopes 76.8 :21.9 1.3 44,8 3.0
Central Highlands 90.5 6.9 2.6 58.9 41.5
Intermediate Plains  83.2  ©16.1 0.7 63.3 19.2
Eastern Slopes n.a. .n.a. n.a. n.a. n.a.
Total . 78.3 - 20.2 1.5 54.9 28.4

Source: adapted from Statistical Project, 1981, Tables 10, 12 and l4.
a. See Table IIIL.15. for explanhcion of other uses.



Changes in Estimatéd Agr

- Table III.7.
icultural Sector Labor Utilization in YAR
1976-77 - 1979-80

Total Labor Requirement

Area (000 Ha)® Man-Days Man-Days (000's) 4
1976-77  1979-80 /Ha 1976-77 1979-80 Change
Cereals
Sorghum & millet 786.0 790.6 45 35,370 35,577 -~ 0.6
Maize 61.0 63.7 35 2,135 2,229 +4.4
Wheat B 55.0 51.5 41 2,255 2,111 -6.4
Barley 60.0 58.1 41 2,460 2,382 -3.2
Sub-total 42,220 42,299 +0.2
Legumes, Vegetables -
Legumes 72.0 71.5 35 2,520 2,502 -0.7
Green vegetables 22.2 26.4 150 3,330 3,960 +18.9
Potatoes 8.6 10.6 100 860 1,060 +23.3
Sub-total 6,710 7,522 +12.1
Fruits, Tree Crops
Fruits 13.4 14.2 100 1,340 1,420 +6.0
Grapes 10.0 11.5 150 1,500 1,725 +15.0
Dates (000 trees) 1250 1250 0.2 250 250 n.c.
Coffee 7.5 7.7 75 562 577 +2.7
Sub-total : 3,652 3,972 +8.8
Industrial ergé
Cotton 6.3 3.0 75 472 225 ~52.4
Tobacco 5.3 6.1 100 530 610 +15.1
Sesame 10.2 10.1 35 357 353 -9.8
Sub-total 1,359 1,188 -12.6
000 Man-Days
Livestock (000's) ! /000 Hd
Chickens® 3,100 3,500 .45 1,395 1,575  +12.9
Cattle 820 872 10.5 8,610 9,156 +6.0
Sheep and goats 3,529 3,710 2.7 9,528 10,017 +5.1
Sub-total 19,533 20,748 +6.2
73,474 75,729 +3.1

a. Source: MOA, 1981 Tables 3/3, 4/3, 5/3, 6/3, 7/3
b. Source: World Bank, Apri;, 1979

¢. CID estimates



Education and Training

YAR is placing heavy emphaéis on education as a means of upgrading the
labor force. This is evidenced by school censtruction and development of
educational programs. Figures for educational participation as shown in
Table III.8. Although significa;t numbers of children are currently in edu-
cational programs, Iiteracy remains low and participation by women is extremely
.poor. Agriculture is particularly short of technically trained personnel for

use in development programs. Taﬁle III.9. outlines MOA goals for technical

training.
Table III.8.
Educational Facilities and Usage in YAR, 1979-80
i No. of Age

Number of Students , No. of Class- Group
Level Total Males (%) Females (%) Schools rtooms (%)
P. {mary 335,249 293,542 €87.6) 41,707 (12.4) 2,543 9,650 35.8
Preparatory 20,764 17,969 (86.5) 2,795 (13.5) 197 655 5.2
Secondary 8,229 7,183 (87.3) 1,046 (12.7) 55 249 3.0
Sana'a University 4,220 3,771 (89.4) 449 (10.6) n.a. n.a. 1.0
Comm'l Secondary 394 313 (79.4) 81 (20.6) 7 19 -
Technical Secondary 356 355 (99.7) 1 (0.2) 2 16 -_—
Literacy Classes 10,406 n.a. n.a. 97 423 -—

Source: CPO, 1981, Tables 1/9, 2/9, 3/9, 6/9; Manpower Survey, 1981,

Table III.9.
MOA Training Plan for YAR, 1978-1979

Type of Training Planned No. of Trainees Actual No. of Trainees Péctual

anned
Higher Education 15 8 53
Short-Term At.oad 38 - 17 52
Extension Agents 90 66 73
Mechanics 12 . 11 92
Assistant Veterinarians 16 18 113
Fishermen 10 ° 15 150
Irrigation _40 40 100
Total 216 - 175 81

Source: Manpower Survey, 1981.



The government, since 1970, has been involved in a development strategy
for the education sector based upon:

Provision of a primary e&;cation for all children, and nonformal
education, particularly literacy training, for the unschooled;

. Improving the supply of qﬁalified Yemeni teachers and teaching matexials
in thg schools and develoging an adequate pool of trained and educated
manpower through diversifécation of secondary education to serve the
needs of all sectors, espgcially agriculture;

Planning for the construcgion of needed school buildings with the
formation of a school building unit;

Raising the educational and administrative efficiency of the MOE and

the University.

As a result of these policies, primary school enrollment has shown an
average annual growth.of 14 percent; preparatory schools, 17 percent; and
secondary schools, 25 percent. University enrollment has been growing at 24
percent per year. In spite of this growthvin enrollment, those attending
school represent only 35.8% of the corresponding age group for primary schools,
5.2 percent for lower secondary schools, 3 percent for upper secondary schools,
and 1 percent for University enrollment. Equally striking is the fact that
female enrollment represents only|12.5 percent of total enrollment at the
primary level, 15.3 percent at thg lower secondary level, 13.1 percent at the
upper secondary level, but improves to 17.7 percent at the University level
(see Table III.8.)

Dropout rates are also extreﬁely high according to the Ministry of
Education. Only 13 percent of the boys and 16 percent of the girls entering
Grade 1 in 1971 were enrolled in Crade 9 in 1979. Only about half the stud-
ents completing each cycle proceed to the next level of schooling. The quality
of schooling is also relafively lgw, as indicated by the low pass rate on

examinations, averaging only 65 percent at the general secondary level in



1978-79. This situation limits the number of qualified candidates for train-
ing and advanced educational prdgrams for all the Ministries, including the
Ministry of Agriculture. While.a first-year enrollment in the Ibb Agricul~-
tural Secondary Institute program in 1980 was anticipated to be about 60
students, the actuzal eurollmenc.was 54. In subsequent years this has dropped
to 28 and 17 currently enrolled for the new class in 1981. It had been anti-
cipated that 120 students would;graduace annually from this and an additional
school in Surdud by 1985. The ﬁroblem has been insufficient incentive for
qualified students to participate in these training programs.

The Ministry of Agriculture has had one of the largest out-of-country
training programs for the staff of the Central Ministry and regiomal projects.
About 80 students per year have been sent out-of-country annually for train-
ing. Since 1977, 382 students have been sent abroad for Bachelor of Science
. courses in agriculture and 44 in veterinary sciences. If the return of these
students with the deéree level Eraining indicated had been realized, the:
Ministry oi Agriculture would héve reached its targeted levels. Instead,
the employment situation of graduates in the Ministry of Agriculture in 1979
remained inadequate with only 22 of the 106 Yemeni personnel in all Directorates
holding a B.S. degree or more. Further, of the thirty graduates who were ex-
pected to join the MOA staff following completion of their training in July
of 1979, only ten returned to YAR and only three of these were recruited by
the Ministry.

Additionally, inability to ;ecruit a single Yemeni candidate holding a
Civil or Agricultural Engineering degree cancelled the post-graduate training
of short-term and Master of Sciehce courses for the Irrigation Department of
MOA. Other students sent abroad‘for a three-year technician training program
returned aféer three months, as they could not handle the curriculum. The

Southern Rural Upland Development Project has 765 man-months of external



training built into its program. However, discussions with its Director
indicated that most of these.tfaining opportunities are "going by the board"
because of the lack of qualifiéd candidates or the unwillingness of the
project to release candidates gecause of the impact upon the project's per-
formance. The lack of adequaté foreign language proficiency is also a nega-
tive factor.

The use of counterparts té experts has been viewed as a rapid method of
training. However, the 1978 report by a UNESCO task force on the institutional
support project to the Ministr; of Agriculture cites the Ministry of Agricul-
ture for not being able to provide a sufficient number of counterparts to be
trained with the expatriate st;ff of their 25 projects. This has been the

experience on CID projects to the present time.

Land and Water

0f the 20 million heccare; of land in YAR, only 1.5 million hectares are
regularly cultivated, with an additicnal 2.0 million hectares of marginal
land which may be cultivated in years of exceptional rainfall. The major por-
tion of cultivatable land lies in the central highlands and intermediate plains
regions (see Table 1I1.10). Much of the land currently not under cultivation
is used as rangeland for livestock. It has been estimated that as much as
80 percent of the land in YAR is so used.

Of the cultivatable land, 83 percent is irrigated by rainfall, 8 percent
is spate irrigated, 5 percent ﬁas perennial water, and 4 percent is irrigated
using wells (see Table III.ll.).

This dependence on rainfaél is perhaps the most serious barrier to ag-
ricultural development. In the Sana'a region, 1979 and 1980 were the worst
rainfall years in history (see Table III.12.). As a result, there has bheen
a noticable increase in the amo;nt of fallow land in that area. Casual view

of the Sana'a region may lead to the impression that a general land abandon-



ment is occurring in YAR. This is not the case. Due to the high dependence
cn rain for production, lack of water, rather than water management, appears
to be the most serious problem.: There is an obvious need for systematic,
accurate meteorological data in;all regions of YAR to help farmers in the
various areas plan better and to help agricultural researchers interpret -
their findings accurately. ;

According to Dewar et.al. (1978), rainfall in YAR is generally low
(100-400 mm), except in the central highlands and intermediate plains regioms,
where rainfall varies between 560 and 1,000 mm. Rain is éenerally received
during the monsoon period from April to September (Table III.13). Two rainy
seasons are recognized; the firét extending from April to June, and the second
from July through September (World Bank, 1979). As the data in Table III.l2.
indicates, however, there is considerable variation from year to year.

A study of irrigation watef quali.y was conducted in 1975. In general,

water was found suitable for irrigation, but areas south of Al-Kaida and in

the Tihama region may be unsuitable for citrus and tobacco production, due to

chlorides in the water. Unfortunately, there has been no systematic study
of hydeIBgy in YAR to permit monitoring of changes in water resources nor
to identify water potential for.development. .. ..

The MOA has undertaken several water-related projects during the first
five year plan, with only limited success. Although 22 meteorological sta-
tions have been established, data are not being generated due to lack of
qualified personnel to read the:stations.

Although a Chinese team ideﬁtified 130 possible small dam sites suitable
for flood water control and use, only 11 have been built. Maintenance is not
done on water projects due to la;k of trained individuals. A major irrigation
project is planned for Marib. .

In general, water projects lack both funding and qualified personnel.



Table III.1O.
Approximate Land Areas of Agricultural Regions in YAR, 1981

(000's Ha)

. Total Cultivatable Forest
Region Area Area Marginal and Shrub
Tihama 3,500 235 500 450 _
Western Slopes 1,700 130 250 50
Central Highlands 2,500 550 150 900
Intermediate Plains 4,300 600 1,100 200
Eastern Slopes 8,000 - —— —

Total ' 20,000 1,515 2,000 1,600
Source: Adapted from CPO, 1981, p. 78. .
Table III.1l1.
Cultivated Area by Irrigation Source in YAR, 1981
(000's Ha)
Region Rainfall Spate Peremnial Wells
Tihaina 96.4 100 5 33.6
Western Slopes 113.9 10 5 1.1
Central Highlands 497.2 10 38 4,8
Intermediate Plains 558.3 - 25 16.7
Eastern Slopes - = e -
Total 1,265.8 120 73 56.2
Source: Adapted from CPO, 1981, p. 79.
Table III.12.
Rainfall Variability at Selected Stations (mm)
e Historical
Station Mean Min Max 1978 1979 1980
Taiz 580.4 166.7 831.4 166.7 400.4 300.0
Ibb 1,580.1 1,050.1 2,554.9 n.a. n.a. n.a.
Sana'a 200.7 95.9 350.6 166.5 95.9 98.6

Sources: World Bank, 1979, table 41; CPO, 1981, pp. 23-24.



Table III.13.
Average Annual Rainfall Distribution by Agricultural Region (mm)

First Rainy”Season Second Rainy Season
Region Jan Feb Mar Apr May June' July Aug Sept Oct Nov Dec
Intermediate 1.7 15.2 48.1 62.0 73.2. 39.5 66.2 141.9 34.4 18.9 13.2 9.0
Plains ’ _
Central Highlands 11.2 15.0 51.6 140.9 195.4 242.7 264.8 325.0 223.1 112.6 45.8 21.4
Tihama 5.9 1.6 6.2 20.9 29.3 6.1 35.3 76.6 109.9 49.9 3.5 3.8

Source: Adapted from World Bank, 197%, Tables 4244,

The legal right of a land ﬁolder to operate his land in YAR may take the
several forms outlined in Table T7II.l4. Land use under these tenure systems
may take many forms. The Agricyltural census defines the seven types of land
use shown in Table III.15.

In areas where tenant farmers are most common, tenants and landowners
commonly share on a 50/50 basis but the relative shares will range between
25 and 75 percent, depending on:the amount -of inputs provided by the land-
owner. Tenants typically recei;e 65 percent of tobacco production and 30
percent of coffee. These relationships do not encourage sharecroppers to
adopt new technologies, since they typically reduce his share.

Most land holdings are small and fragmented, but most of the land area
is found in large land holdings fsee Table III.16.) According toc the agri-
cultural census, most holdings included both crops and animals. In the Tihama
region, large land holdings are much more common. In the western slopes re-
gion there is a much higher percentage (24.3 percent) of vegetable only hold-
ings, while in the intermediate plains there are large holdings without animals,
particularly in the Mahweet gove;norate. . i

As previously shown in Tabie III.8, most land is under crops, but the
percentage of fallow and abandoned land is much higher in the Tihama and

Western Slopes regions. These areas depend much more heavily on hired labor

than the Central Highlands and Intermediate Plains.



Table III.l4.
Forms of Land Tenure in YAR

Titled ownership

Ownership without title -
a. perpetual lease

b. tribal grant

c. communal land

Rental

a. cash rent :

b. shared yield (tenant farming)
(1) with shared technical responsibility
(2) without shared technical responsibility

Source: Statistical Project, 19?1.

Table III.15.
Alternative Forms of Land Use in YAR

5.
6.
7.

Land under field crops - used for crops with land planted each year,
including cereals and alfalfa.

Land temporarily fallow =~ 1and not cultivated for a period of less
than 5 years. .

Land under permanent CIOpS - land used for crops planted for more than
one year, including coffee and fruit trees.

Permanent meadow and pasture - 1and used for forage crops for more than
5 years, either naturally growing or seeded.

Forest land - land with trees having value as wood or timber.

Abandoned land - land not cultivated due to lack of funds or labor.

Othe;_land not classified above.

Source: Statistical Project, 198l.

Yable III.16.
Land Holding Size and Fragwentation in YAR, 1981

Percent of Percent of land Percent of
holdings less area in holdings holdings in more

Region than } Ha less than 1 Ha than 1 parcel
Tihama 13.7 0.9 65.6
Western Slopes 55.8 8.5 80.0
Central Highlands 80.0 34.1 80.0
Intermediate Plains 70.2 24.1 90.6
Eastern Slopes n.a. n.a n.a.

Total 65.8 14.6 80.0

Source: Adapted from Statisticai Project, 198l1. Table 4,5,7.



Production Inputs

Improved technology package{ are provided through the SURD? and the TDA
projects and inputs are provided through the ACB on credit. Outside the
development project, farmers generally depend on the commercial sector to
provide necessary farm inputs. Table III.17. indicates that farmers in the”
high production regions are will%ng to make use of improved inputs. In the
Tihama, use of manure and fertilizer is extremely limited. There is no evi-
dence of the effect of the use of these inputs on production.

Even though farmers in the YAR may make use of fertilizers and manure,
in the absence of infourmation these products may not be used effectively.
Most farmers depend on merchants for guidance and may use the wrong material,
too much or too little. Relatively high uce levels indicate farmers are
willing to try improved technologies, and if knowledge and training can be
provided, improved yields could be produced. Extension personnel in the
Tihama complain that research is ;ct applicable to their area. There is no

regional research being conducted outside the Southern Uplands.

. Table I1I.17.
Use of Manure, Fertilizer and Pesticides
in Various Agricultural Regions of YAR, 1981

Holdings using: Land area receiving:
(percent) (percent)

Region Manure Fertilizer Pesticides Manure Fertilizer Pesticides
Tihama 20.0 4,0 8.4 0.1 0.1 3.5
Western Slopes 55.5 23.5 8.0 15.3 5.5 0.6
Central Highlands 95.8 67.8"° 5.6 86.3 46.5 3.7
Intermediate 81.0 25.5 - 1.0 49.9 17.9 0.8

Plains .
Eastern Slopes n.a. n.a.' n.a. n.a. n.a. n.a.

- - Se— —-W
Total 74.9 45.0 5.4 33.5 16.5 2.8

Source: Adapted from Statisticai Project, 1981, Table 13.



Credit and Capital Investment
The Agricultural Credit Ba#k was established in 1976 to provide loans
for the development of agriculthre, irrigation, forestry and animal produc-
tion in YAR. The ACB is chargéd with encouraging and promoting agricultural
cooperation and the developmenf of agriculturally based industries.

The bank maintain: offices in the following cities:

Sana'a Dham&t Ibb
Taiz Hodeidah Zabid
Al-Zahra abs | Beit Al-Fakeil

Through the bank, farmers feceive technical assistance and advice, and
the ACB may serve as a marketing'agent for both inputs and products. Initiallf
capitalized for 100 million rials, this amount was doubled in 1981. The bank
charges interest at a subsidized rate of 8-9% and requires adequate security
for loans. A loan repayment rate of 917 has been maintained since 1976.

The nature of loan disburséls by ACB is described in Table III.18. Credit

and investment in agriculture are discussed in additional detail in Chapter II.

Table III.18.
Loan Disbursals by the Agricultural Credit Bank
ir YAR - 1976-1980

i

Amount

Purpose (YR millions) Percentage of Loans
Agricultural machinery 29.0 21.7
Water development 33.7 25.2
Poultry development 7.8 5.8
Poultry production (seasonal) 8.8 6.6
Tree planting 3.7 2.8
Livestock development ! 8.2 6.1
Cotton productilon (seasonal) 8.8 6.6
General production (inputs) 15.5 11.6
Fisheries development 1.5 1.1
Transportation 0.3 0.2
On-farm development 16.5 12.3

133.8 100 %

Source: Agricultural Credit Bank, 1980.



11Z.3. Supporting Institutions

Extension Training

The extension service demands particular attention in the country of
Yemen. Although it exists in theory as the National Extension Service, over
80% of the agents reside and work in two areas of the country. The remain;;r
of the agents are scattered in different regions with no specialist backup or
local government extension organlzations. Only those attached to the Tihama
Development Authority and the Sopthern Uplands Rural Development Project have
a semblance of a "State Extension Service".

The Ministry of Agriculture currently oversees two centers for training
agricultural extension agents and one for training livestock assistants. The
extension agent training centers at Taiz and Zabid conduct an eleven-month
training course with the majority of their students having completed only six
grades of primary schooling. Thpse completing the courses are expected to
work for the Ministry of Agriculture for five years. The training is designed
for extension activities to increase the productivity of the subsistence farm-
ers in the production of marketable surpluses. The Taiz center has a capacity
of thirty, while the Zabid center can handle twenty. Between 1976 and 1980,

285 agencs were trained a2t the centers. Only 40 percent of the agents trained

i{n the last five years are still in service.

Few students wich nine grades of formal schooling have been enrolled,
because the schools are viewed ;s terminal institutions, elosing the door to
further secondary schooling. This is unfortunate, since the current require-
ments for farm mechanization, on-farm water management, range improvement,
terraced land management, erosioa control and drylard farming techniques re=-
quire a better background education. It is possible that extension agents,
trained to a higher level, may bé forthcoming through through the Ministry of

Education's Agricultural Secondary Institutes at Ibb and Surdud.



Wenner found that ''The extepsion programs and agents which have been.
used thus far have not been terribly successful: the agents are not old
enough, lack sufficient prestigé, and most important, are not 'locals'." The
CID Baseline Study indicates th;t "with few exceptions, extension workers at
the community level are assigne& to their work areas by the management of the
Central Agricultural Research and Training Center in Taiz in cooperation with

the leadership of the respective~development project organizations such as
Tihama Development Authority, tQ; Southern Uplands Rural Development Project
and the many private donor devel;pment projects in operation such as the
Cerman Plant Protection Project."” This is apparently still the situation.

The Livestock Assistants' tfaining program is twelve months long with
entry qualifications of six or more years of primary schooling. Eighteen of
the 24 admitted annually completéd the training satisfactority. A Fisheries
Demonstration/Training Center was established in 1974 in Hodeidah for train-
ing fishermen, with a center foeremonstrating boat mechanization, boat
building, gear technology and engine repair maintenance. This project was
abandoned in 1976.

Even though agriculture pro;ides two-thirds of the employment for the
total Yemeni economy, there is no Faculty for Agriculture currently in Sana'a

University. As a result, technical specialists for training extension agents

or conducting agricultural reseaich are not being developed internally.

The Southern Uplands Rural Development Project

*

This particular project haé achieved success in its extension program.
In the last five years, it has e;tablished 24 of 28 planned extension centers,
:T;f 2 veterinary centers and 5 of 6 extension offices. The program had con-
tacted 55,000 farmers operating 135,000 hectares of land.

In 1978, home economists ware added to the staff to work in the program

areas of illiteracy control, sewing, public health, and nutrition. Their



performance over the last three years has included:

1978 26 classes 500 students
1979 24 ci;sses 592 students
1980 16 classes 870 students

A quarterly feport for the;period January-March, 1981 by the Southern
Rural Uplands Development Project indicated that, effective the first of July,
they had signed ten experts but%had twelve vacant expert posts. Seventeen
extension supervisors were in place together with 67 extensionists, 18 home
economics extensionists, one auéio-visual supervisor, two plant protection
supervisors, three horticultural/forestry technicians, three counterparts, a
supervisor for 21 veterinary as;istancs, and four skilled support staff. In
addition, the project had a well-staifed engineering division consisting of
24 specialists and 15 laborers.: Nine people were also employed in the work-
shop for mechanical repairs. An administrative staff of 65 including 30
drivers also was associated with the project. All of the experts employed
we?e expatriates.

Eight areas of training haé been conducted for farmers, with 2,525 farm-
ers in attendance. A seventeen;day refresher course for all of the extension
agents was also conducted. Special emphasis was placed on the practical as-
pect during this craining sessién. Five extension agents also attended a
twelve-week course in field operation, repair and maintenance of tractors
conducted by the Yemeni-British.Mechanization Project at Taiz. Field days
attracted 204 farmers; 662 piloé farmers contacted an additional total of
7,295'farmers. Three hundred aéd eight women participated in the eleven
classes conducted in the home eéonomics program.

Discussions with the managér of the manager of the Southern Uplands
Rural Development Project indicated that they had great difficulty recruiting
candidates to take advanced training both in-country and out-of-country.

They further indicated that they were so short of competent staff that they



were quite reluctant to allow individuals presently in the program to accept
these opportunities, because it. would have such a detrimental impact on the

existing program.

The Tihama Developmant Authority

The progress report for the Tihama Development Authority for the first”
half of 1980 indicated several ?xtension éctivities. Thirteen field exten-
sion centers provided the pivot: poinr for all axtension activities, partic-
ularly in assisting Tihama farm;rs. These centers were all administered, and
the field extensionists had supérvisors and were said to be backstopped by
subject matter specialists. Of four area supervisors' centers, two were
supervised by UN extensionists and two by National Extension supervisors.
These supervisory centers assisted the field extensionists with their activ-
ities, i.e. the training of farmers and extensionists and the evaluation of
the program. Twenty short~term in-the-field mini sessions were ccnducted
with farmers during this perios. Also, twelve short-term training sessions
for field extensionists were coﬁducted. These were conducted by supervisors
together with subject matter specialists.

A refresher training course for field extensionists, area supervisors
and technicians was also conduqfed. A total of 36 papers were read by sub-
ject matter specialists from all over the country. People from the major
research centers, special projegts and related rural development programs
presented the papers. Thirty-o%e extensionists, ten technicians from the
Zabid project and four area supervisors attended. This refresher course was
designed to upgrade knowledge a;d skill levels of extensionists, technicians
and area supervisors by providi;g them with the latest research findings.

Other activities included the use of 108 demonstration plots, the re-
cruitment, training and functiohing of lead cooperative farmers, farmer

meetings and discussioms, and Farmer Days. Special subject matter activities



included cotton production and seed multiplicatiom, cooperatives, field crop
production, vegetable production, date palm marketing, farm mechanization,
and the recruitment of specialisés and consultants.

It was indicated that the délay in recruitment of specialists and the
supervisors made it difficult to implement the extension programs to the _
fullest. Graduate counterparts to assist in all technical and supervisory
sections were also in extremely éhort supply. Since these counterparts will
eventually form the core of the extension service program for the Tihama
Development Authority, it was feit that the recruitment was vital. The main
problem in recruitment was that éll of the national/graduate staff are poorly
paid and their living conditions.including housing, electrical service, etc.,
are deplorable.

It is also indicated that there was a lack of applicable recommendations
from research output. This shortage of information applicable to the Tihama
was critical. Farm inputs and pogr marketing channels affected the timely,
economical utilization of the agronomic and new crops introduced. The
Authority has recommended that a geparate, fully staffed and equipped re-
search component for the Tihama shoud be immediately established. This would
provide the receptive Tihama farmer with innovacions, new ideas, access to
systematic research relative to the use of machinery, farminputs such as
fertilizers, pesticides and seeds} If the establisied extension service is
allowed to grow, particularly witﬁ the deployment of additiomal national
counterparts and field extensioni;ts, and continues to receive the support of
the Government and private sector:as it has thus.far, linkage between research
and the farmer shall have been established.

It is instructive to note th;t du.ing the period reported, the planne§
man-months of experts' time was 27 while the actual was 26. However, over
the accumulative length of the pr;ject, 148 man-months of expertise had been

planned while only 54 had actuall§ been implemented. Similarly, counterpart



staff had been planned for 72 man-months during the reporting period but
only 24 were actually implemente&. A cumulative 216 man-months of counter-
part staff had been planned but gnly 72 actually implemented. Sixty field
extensionists were on hand at the time of the report, together with five
specialists, six supervisors (th;ee vacancies) with seven counterparts (ten.

vacancies) and four support staff.

It is imperative that the MOA and MOE (Ibb and Surdud) establish an im-
proved system for recruiting, training and retaining students and staff. A
defined career structure together with proper financial and fringe benefit

incentives 1is essential.

Public Administration

The main issues that characterize the public administration in YAR
ministries and must be dealt with have beeﬁ jdentified by a World Bank team
as follows:

. Lack of functional job classifications

. Shortage of qualified civil servants

. Utilization of foreign exﬁerts

. Streamlining the administration

. Administrative procedures:

. Ambiguous relationms betweén central and local authorities

Those public employees claséified as higher management increased from
a total of 2.3 percent to 3 percént of the total employment from 1977 to
1980. Middle management increased from 15.7 percent of the total to }9 per-
cent by 1980. The percentage of;support staff actually declined during this
period. Overall, the public sector employment increased by 17 percent dur-
ing this period.

The shortage of technically qualified personnel is a major and central

difficulty for the public administration. This shortage is compounded by



the apparent mismatch between the education/training attainment of civil ser-
vants and the requirements of the jobs. Appruximately 80 percent of the
government employees did not hav; the necessary education/training for the
occupations they held in 1975. An indicator of the lack of trained personnel
is the fact that 20 percent of tﬁe total number of approved positions were -
vacant in 1977. In the technical department, as many as half of the approved
positions were vacant. As a result, there are a great many expatriates in
the public sector employment.

In addition to the general lack of people, comparison of salaries/bene-
fits between the private and public sectors leads to a generally held belief
that private sector jobs tend to be better paid. However, it should be
pointed out that if the public sector loses some talent to the private sector,
it is still serving the country and does not necessarily represent a net loss
to the ecoﬁsmy as a whole. Only‘when the loss is out of.the countri-does the
economy in general suffer.

The need for focused and raﬁid training for civil service has been per-
sonally recognized for some time through the establishment of the National
Institute of Public Administration. However, enrollment in the institute's
courses at Sana'a has been disappointing with less than 50 percent of the
institute's capacity being utili;ed. Dropouts and examination failures are
estimated to account for about one-third of those registered. Thus, the
effective throughput is only abogt 30 percent of the institute's capacity.

It is also well to note thaé less than &4 percent of those employed by
the central administration agencies in 1975 weve females. This untapped re=-
source puts the Yemen Arab Repubiic at a tremendous disadvantage.

The basic salary structure éstablished by the most recen;’change in the
civil service laws was as follow%:

Deputy Minister - grade one, YR 1,650 to YR 2,150

grade two, YR 1,450 to YR 1,930



Director Gemeral - a - YR i,300 to YR 1,660
b - YR 1,200 to YR 1,550
Other Civil Service categories range from YR 1,100 to YR 1,450 down to a low of
YR 420 to YR 620. It should be pointed out, however, that there are five types of

additional allowances to the ba;ic salary of a civil servant:

. Nature of work

. Speciﬁli;ftion

. Graduation

. Rural location

. Representation
The nature of work allowance is 50 percent for the top eleven grades, 60 per-
cent for grade 12 and 75 percent for grade 13. The specialization allowances

range from 10 percent of the basic salary for holders of bachelor's degrees

to 25 percent for holders of doctoral degrees. Civil servants can also. re-
ceive a hardship allowance, ranéing from 20 percent of the base salary for

residents of Sana'a, Dhamar, Ibb and Taiz to 40 percent for residents of

Saadah. The other four governorates receive 30 percent. Representation
allowance is limited to the top five grades and ranges from YR 100 per month

to YR 400 per month for a Deputy Minister. Some civil servants also receive

fees for serving on any number of committees and boards. Thus, a highly qual-

ified active civil servant can easily double his basic salary through allow-

ances.

Still, these levels of salaries do not compare favorably with those
recorded in the private sector. IFor example, p;ofessional and highly skilled
workers are reported to receive YR 7,000 per month: technicians, YR 5,500 per
month; skilled carpenters, YR 100 to YR 200 per day: skilled Yemeni bulldozer
operators, YR 2,500 per month an& non-Yemenis YR 3,375 per month. Unskilled

Yemeni laborers receive around YR 80 per day while unskilled non-Yemeni loaders at



the port receive YR 3,500 per month. This situation makes it easy to under-
stand the difficulty encountered in recruiting tulltime civil servamts. It
becomes even more crucial when recruiting counterparts and persons to £111

the trainee positions offered b& the various Ministries.

TII1.4. Agricultural Production

Agricultural production inEYAR has been dominated by subsistence farming
with cereals, primarily sorghumiand millet, as the major crops. With increas-
ing population, incomes énd 1ab;r costs, agricultural production has lagged
demand, increasing the dependence on imports to meet food needs. Due to low
agricultural productivity and high operating ~osts in YAR agriculture, it

appears that imported crops are more economical than domestically produced

products.

As shown in Table II11.19, returms to farmers for cereal and traditional
cash crops are generally lower Ehan returns for horticulture products or gat
on either a land use or 2 1abor:use basis. As a result, farmers have main-
tained only subsistence levels of production of cereals, while shifting pro-
‘duction into crops with higher yields. Production of cash crops has declined.
This section examines the situation for the major sectors of agricultural

production in YAR: cereals, horticulture, livestock and fishery operations.



Table III.19.
Estimated Production Costs and .Returns for Selected Crops in YAR, 1981

Labor Intensive activity Farmgate Gross Net Return

required labor as % of Total cost Yield price revenues income to labor

Crop (Mdy/Ha) total costs (YR/Ha) (Kg) (YR/Kg) (YR/Ha) (YR/HA) (YR/Mdy)
sorghum 45 92.9 3,175 1,200 1.9 3,480a 2,280 50.7
Maize 40 95.2 4,266 1,800 1.8 5,040b 3,240 81.0
Wheat 50 93.1 3,091 1,220 2.0 3,6100c 2,420 48.4
Potatoes 100 53.2 10,511 15,300 1.4 21,420 6,120 61.2
Tomatoes 190 881 12,002 12,750 2.3, 3L875 19,125 - 100.7
Grapes 150 100.0 8,404 4,800 10.0 48,000 39,596 263.9
Coffee 80 83.3 10,880 700 20.0 14,000 3,120 39.0
Qat 330d 100.0 . 26,350 n.a. n.a. 79,500 52,150 161.1

a. Includes YR 1,200 for stover.
b. Includes YR 1,800 for stover.
c. Includes YR 1,2(G9 for straw.

d. Includes 230 Mdy for planting.

After 1 year, total labor is estimated at 10% of gross revenues.
YR 700 in the second year.

Return per Mdy exceeds

Source: Calculated from World Bank, 1979, Tables 15, 16, 39; CPO, 1981.



Cereal Production

Sorghum and millet are the ﬁzior cereal crops produced in YAR. Increased
production of these crops has béén a major goal of the first five year planm,
and since 1976 production has inéreased 4.9 percent although hectarage under
cultivation has remained unchanged. Significant gains in production through
increased yileld have occurred in'the Central Highlands as shown in Table II;.ZO.
As shown in Table III.21, available foodgrain has remained constant over 1979-
1980, although the percent of iﬁ;orted grain has declined. In part, this has
occurred due to increased consum?tion of animal products at the expense of
cereal consumption.

The percentage of total available food grains met by domestic production
has increased slightly over the past three years as indicated in Table III.22.
This has been accomplished through a reduction in imports and a decrease in
consumption of foodgrains. Continued population increases without significanb
increases in cereal production w#ll likely require increased imports in the
future. Proposals to &ncrease grain storage indicate this will occur.

As previously indicated in Table III.19, production of sorghum is the
least profitable activity for YAR farmers on both a land use and labor basis.
In cereals, farmers have increasingly produced wheat and maize in preference
to sorghum. *

Most cereal production occu;s in the Central Highlands where grains in
production have been significant?(+14.9 percent for sorghum and 16.3 percent
for maize). In the Tihama wherefyields are low and strictly subsistence
farming is more common, yields have declined.

The situation in the Tihama,is more serious. Due to limited rainfall,
millet is the major crop, supplehented by small herds of livestock. In areas
where there is access to improved water sources, particularly in the Wadi
Zabid and Wadi Rima areas under ﬁhe TDA projects, yields have improved and

there have been opportunities for increased production of horticulture crops



as shewn in Table III.23. The remaining area supports primarily small farm-
ers in tenant operations with appafently low incomes. Agricultural production
in the Tihama is low compared w{th the upland areas.

Consumer tastes appear to be changing in YAR. Wheat and wheat flour
have become major imports, perﬂéﬁs substituting for sorghum and sorghum fleur
in the production of bread. Relatively low prices for imported wheat contrib-

ute to low farmgate prices and depress sorghum and millet production, and

probably depress cereal productiﬁn in general.



Table II1.20.
Changes in Area and PrPduction of Cereal Crops by Agricultural Region in YAR 1976-77 - 1979-80
(area 1in 000's Ha; production in 000's tons)

Sorghum & Millet Malze
1979-80 1979-80 1979-80 1979-80
Region Area % Change Production % Change Area Z Change Production Change
Tihama 160.0 n.c. 93.8 -16.3 4.0 n.c. 4.5 -19,6
Western Slopes 75.0 +7.1 48.7 - -13.0 0.6 -25,0 0.5 n.c,
Central Highlands 231.6 -2.3 340.2 +14.9 54.5 +4.8 88.4 +16.3
Intermediate .- .. 233.0 - +0.9. = . .138.7 .« -=3.0. T S £ TN W ¢ 5.4 .. -10.0
Plains
Total 790.6 +0.6 692.1 +4.9 63.7 +4.1 99.4 +12.1

Source: MOA, 1981, Table 3/3



Table III.2l.
Estimated Available Foodgrain Supplies
YAR 1976-77 ~ 1979-80
*(000's Tons)

DOMESTIC PRODUCYION 1976~77 1977-78 1978-79 1979-80
Wheat 'i -
Production . 51,600 44,300 52,900 52,600
Less seedd b . 4,400 4,488 4,408 4,120
Less losses : 3,096 2,658 3,174 3,156
Net available - 44,104 37,154 45,318 45,324
Barley -
Production ) 54,000 50,100 54,300 57,200
Less seedd b 4,800 4,880 4,744 4,648
Less losses ) 5,400 5,010 5,430 5,720
Less feedstock 10,800 10,020 10,860 11,440
Net available 33,000 30,190 33,266 35,392
Sorghum and Millet
Production 660,000 641,200 685,800 692,100
Less seedd b 19,650 21,042 19,982 19,765
Less losses . ) 66,000 64,120 68,580 69,210
Less feedstock : 75,900 73,738 78,867 79,591
Net available ) 498,450 482,300 518,371 523,534
Maize
Production . 88,600 89,0090 94,200 99,400
Less seed?® b _ 1,830 1,056 1,911 1,911
Less losses c 8,860 8,900 9,420 9,940
Less feedstock . 11,075 11,125 11,775 12,425
Net available , 66.835 67,919 71,094 75,124
Total Domestic Production T 642,389 617,563 668,049 679,374
Imgortsd - '
Wheat : 151,231 311,809 350,000 240,000
Flour *(46,214) (157,187) (65,000) (82,000)
(Wheat equivalent 130%) 60,078 204,343 84,500 106,600
Rice ) 34,800 90,917 13,545 14,000
Other cereals N 7,669 4,086 7,545 5,400
Cereal preparations . (3,810) —_— (2,726) (3,000)
(Grain equivalent 90%). 3,048 — 2,453 2,700
Total Imports " 256,826 611,375 463,043 450,700
Total Available Foodgrain 899,215 1,228,938 1,131,092 1,130,074

seeding rate: wheat & barley 80 kg/ha; maize 30 kg/ha; sorghum & millet 25 kg/ha
loss rate: 10 percent, except wheat 6 percent

feedstock use rate: barley 20%, maize 12.5%7, sorghum 11.5%

FAQ estimates for 1979-80 imports and 1978 other cereal imports

Source: CPO, 1981, Table 3/3; FAO, Food Supply Utilization Account Turn-
around Document, 1981; World Bank, 1979.

.0 oW



Table IIT.22.
Available Per Capita Foodgrain Supplies by Source in YAR

1976-77 1977-78 1978-79 1979-80
Total available (toms)? 899,215 1,228,938 1,131,092 1,130,074
Resident population’ 5,395,000 5,518,000 5,648,000 5,785,000
Per capita (kg) 166.7 222.7 200.3 195.3
Domestic production as T o714 50.3 59.1 60.1

percent of total

a. Table III.18.

b. Table III.4.
c. Calculated frem Table III.18.°



Table 11I.23.
Changes in Area and Production of Fruits and Vegetables by Agricultural Region in YAR 1976-77 - 1979-80
(area in 000's Ha; production in 000's tons)

Vepetables Grapes Fruits
1979-80 Z 1979-80 p4 1979-80 % 1979-80 z 1979-8C z 1979-80 4

Pegion Area Change Production Change Area Change Production Change Area Change Production Change
Tihama 5.3 +32.5 52.1 +3C.3 - - - - 5.2 +4.0 28.0 n.c.
Western 0.3 +50.0 2.8 +75.0 1.0 n.c. 4.7 +2.1 0.5 +25.0 2.5 +38.9

Slopes
Central 14.1 +11.3 143.6 +13.6 - - - - 1.5 +7.1 1.4 +5.7

Highlands . C e . Ce e - e e e e - Co ..
Intermediate 6.5 +22.6 53.1 +19.6 10.5 +16.7 50.3 +18.9 6.9 +6.2 37.17 +9.3

Plains i A —
Total 26.4 +19.1 253.17 +20.8 11.5 +15.0 55.0 +16.8 14.2 +6.0 75.1 +6.0

Source: CPO, 1981, Tables 4/3 and 5/3



Fruit and.Vegetable Production

Major gains have been made in production of fruits and vegetables in
YAR, as shown in Table III.23. ﬁoth areas under cultivation and yields have
increased in all zreas of the coéntry. In fact, production of tomatoes in
1980-81 appears to exceed demand: Returns to farmers are much higher for _
fruits and vegetables than for cereal crops. As new land is put into pro-
duction, it almost always goes iﬁto fruit and vegetable production rather
than the cereals. .

Target production under theffirst five year plan has nearly been reached
fruit production. Vegetable production has not reached targets but has in-
creased significantly. In the Tihama, vegetable production probably provides
increased farm income to offset declining cereal production. Shifts from
cereal -to vegetables in this are;, and perhaps in the country as a whole,
probabiyhaveresulted from improved water development allowing farmers to

increase production in response to the obvious incentives.

Livestock Production

Census figures for livestock in the YAR appear to be highly inaccurate,
particularly the values for sheeg and goats. Herd size in 1976 had been
estimated at 10.4 million sheep %nd goats. Subsequent analysis resulted in
official statistics being revised downward to approximately 3.4 million.

. The current estimated sheep and goat herds as shown in Table 111.24 are
3,751,000. A more correct figuré as estimated by the British Veterinary
Service may be as high as 8.4 million animals. These inaccuracies may be due

3
to several factors. Farmers in the YAR are reluctant to correctly state the

number of animals for two reasons. The Zakat tax is charged in part on ani-
mal holdings and production providing an economic disincentive to disclosure.

Culturally, YAR farmers want to avoid envy on the part of enumerators. If

the census taker is overly impres§ed with the number of animals held, the



farmer feels bad lﬁck may follow. As a consequence, he will tend to under-
state his holdinés. There is noievidence that herd sizes have actually been
reduced by any significant amounts during recent years.

Data on animal slaughters, ﬁarketings, and culling rates are based on
the official figures and crude f;rmer surveys. As a result, they must be ~
taken only as estimates. Valueé for cattle and poultry production appear to
be more accurate than sheep and goat figures.

Based on official statistic;, meat and milk production are far below the
targets set in the five year plah (see Tables III.26 - IIL.29). FAO (1981)
estimates, however, place meat production from cattle, sheep and goats at
61,300 tons or 140% of target. Poultry and egg production have increased
significantly during the past fiye years.

Byproducts of animal operations are not effectively utilized. It is
estimated (El-Manghanti, 1981) that only 25 to 35 percent of the hides from
animal slaughters are marketed,'gue to poor handling by butchers and ireffect-
ive market systems for comriercialization. Current programs tc provide facil-
ities for drying and stret;hing of hides “rom official slaughterhouses should
improve this situatiom, particularly for cattle. Due to the large number of
.on-farm sheep and goat slaughter}, however, most of these hides will continue
to be wasted.

.All animals are the property of men. Women usually manage poultry and
milking activities, and children;are often utilized for herding. Very little
is known about the sociology of ;nimal husbandry in the YAR, although exper-
jence in the development of comﬁércial poultry operations indicates farmers/
producers respond rapidly to eco%omic opportunities. Most on-farm poultry
production is for subsistence ne;ds, with approximately 15 percent of tradi-
tional flocks commercialized, ushally within the immediate rural community.

Animal handling and nutrition are generally poort. Cultural beliefs re-

quire that young be weparated from mothers for the first five days after



birth, due to the belief that the first milk is harmful. This practice re-
sults in higher than normal animal mortality. Cattle are typically kept in
the house without adequate nutrition or access to sunlight, resulting in poor
animal performance. Breeding prfctices are generally based on folk beliefs
rather than science resulting in'low conception rates. Males and females dre
separated except when it is beliéved the female is in heat.

Veterinary services are pro;ided under the British project, but veteri-
nary project training activities: have been plagued by recruiting and retention
problems.

The feedlot operation at Garabi has been a failure due to lack of an
economic basis for operation. Currently, that station is starting to provide
limited animal research.

Range land is poor and not effectively managed, and there are currently

no programs to remedy the situationm. There is no livestock extension program.

Table III.24
Changes in Numbers of Agricultural Animals in YAR 1976-1980

1976 1980
Type _ Number (000's)  Number (000's) % Change
Caztle ' 800 883 +10.4
Sheep and goats . 3,460 3,751 +8.4
Camels ‘ 60 57 -5.0
Horses i 3 3 n.c.
Donkeys . 650 520 -20.0

Source: CPO, 1981, Table 7/3.

Table TII.25.
Changes in Animal Slaughters in YAR Governorate Capitals 1976-1980

Type 1976 Slaughters 1980 Slaughters % Change
Cattle . 38,546 78,780 +104.4
Sheep and goats . 168,907 124,060 -26.6
Camels : 485 7,044 +1,352.4

Source: CPO, 1981, Table 8/2.



Table III.26.
Estimated Cattle Population and Performance, YAR, 1980

Total Population ' 883,000
Estimated Head Composition _
Mature cows 451,000
Mature bulls 203,000
Immature animals 229,000
Totq} 883,000
Annual Stock Movements
Mature cattle 654,000
Mortality (5%) 32,700
Culling (12.5%) 81,750
Needed replacement 114,450
Calves born 231,000
Calves mortality first year (11%) 25,400
Slaughter first year (25%): 57,750
Animals surviving first year 147,850
Mortality to maturity (5%)° 7,400
Slaughter to maturity 26,000
’ 114,450
Annual Meat Production /tons/year)
81,750 culled animals ' 11,445,
26,000 slaughtered immaturé animals 1,560
57,750 slaughtered calves 1,730
Total - 14,735
Annual Milk Production (tons/ye&r)
50% of 451,000 cows lactating 5 months yielding 300 kg/yr 67,500
Animal Skin Yield
Calves 57,750
Cattle 107,750
Total 165,500

Source: Calculated from CPO, 1§81, Table 7/3, using the procedure described
in El-Manshani, 1981, Annex 1.



" Table III.27.

Estimated Sheep and Goat: Population and Performance, YAR, 1980

Total Population

Estimated Flock Composition

Breeding females
Mature males

Immature animals

Annual Stock Movements

Breeding females

Mortality (10%)

Culling (15%)

Mature males

Mortality (10%)

Culling and slaughter (35%)

Need replacement

Animals borm

Mortality (18%)

Slaughter (28%)

Reared to one year
Mortality to maturity (7%)
Slaughter to maturity

Annual Meat Production (toms) .

482,450 culled/slaughtered mature animals
229,230 slaughtered immztiire over one year
552,160 slaughtered under .one year

Annual Milk Production (tons) !

2,465,000 breeding females yielding 10 kg/yr

Annual Skin Yield

Under one year

Older than one year

3,751,000

2,465,000
322,000

964,000
3,751,000

2,465,000
246,500
369,750

322,000
32,200

112,700

761,150
1,972,000
354,960

552,160

1,064,880
74,500

229,230
761,150

5,800
2,100

4,100
12,000

24,650

552,160

711,680
1,263,840

Source:

Calculated fvom CPO, 1981, Table 7/3, using the procedure described
in El-Manshani, 1981, Annex 1.



. Table I1II.28.
Estimated Annual Meat & Milk Production in YAR - 1980

(Tons)
Meat Milk
Cattle . 14,735 67,500
Sheep and goats : 12,000 24’650hr
Camels . 634° 750
- 27,369 92,900

a. based on governorate capitai slaughters.
b. El-Manshani, 1981 estimate.f
Source: Tables III.26, III.27;: CPO, 1981, Table 8/3.

* Table III.29
Meat and Animal Production and Imports in YAR 1976-1980
(Tons except live animals, actual no.)

1976 Imports Production 1980 Imports Production

Cattle (live)a 18,388 n.a. 8.000 n.a.
Meat — 12,500 2,000 10,919
Milk -— 60,000 900 54,000
Butter 1,200 1,613 9,500 1,745
Evaporated milk 2,500 ——— 10,000 ——
Dry milk 4,000 —— 23.000 —
Cheese 400 2,884 1,300 3,120
Skim milk -— 36,096 —— 39,044

Sheep (llve)a 76,414 n.a. 80,000 n.a.
Exports 1,100 -— 15,000 -—

' Meat —- 12,600 -— 12,900

Goats (live) 138 -— 25,000 -—
Meat -— 26,750 —— 37,500

Chickens (live) ——— o.a. 910,000 n.a.
Meat - : 755 1,400 48,000 1,485

Eggs (toms) — 9,975 5,500 10,700

Fggs (thousands) —_— 210,000,000 n.a. 226,000,000

Source: FAO, 1981

a. These figures are subject tb considerable variation during the first
half of 1981. CPO estimates for sheep and goat imports were 64,000, for
cattle, 5,100 and 265,000 for live chickens.



Fishery Operations

Production of fish is an ﬁmportant activity in the ccastal regions

of the YAR. Estimates cf fishﬁry production range from 12,675 to 21,200

tons annually (see Tabe III.3).?ishery potential has not been studied in

any detail but preliminary estimates as high as 30,000 tons have been

proposed. In the absence of accurate catch statistics and limited information

about potential, a project has been started to greatly expand fishery
production and processing through extensive infrastructure development and
capital investment. Although this project will contribute to a more
effective infrastructure for the handling of the catch, the emphasis is

apparently being placed on increasing the size of the catch. In the absence

of_accurate_information on fishing potential, the likelihood of over fishing

would appear to .be great. This: is particularly true in the case of foreign
]

fishing agreements currently being discussed. Project officials are appar-

ently unaware of the harvesting capacity of modern commercial trawlers.



.Table III.30.
FAO Estimated Fishery Production

in YAR 1976-1981

(Tons)

Local 1976 1977 1978 1979 1980 1981
Demeral fresh 3,300 3,500 4,037 4,100 4,200 4,300
Pelagic fresh 13,200 14,000 15,500 16,200 16,900 17,600
Cephalapods 1,000 ‘300 —— —

Total a 17,500 17,800 19,537 20,300 71,200 21,900

Total b 14,000  16;500 17,500 17,500 N/A N/A

Total ¢ 12,675 ~

Imports 2,764 1,482 1,502 900? N/A N/A

Exports 3,295 3,067 2,590 1,0002  N/A N/A

Source: FAO Food Supply Analysis, 1981: MOA,

1981.

Department of Fisheries Estimates,

FAO estimate maximum productionestimated at 30,000 toms/year.

b. MOA estimate.

c. El-Menshani, 1981 Anmex 1, P 6.

Indian Mackerel

Spanish Mackerel

Tuna

Anchovies and Sardines

Other

(percent of Total)
27,

21.
10.
9.
33.
100.

Y
0
0
0
0
0

He cites catches follows:



II1.5. Marketing
Agricultural products in the YAR are handled by two separate and distinct

types of marketing systems. The loczlly produced products are handled by a
traditional periodic market system, while iﬁported goods are most commonly-
marketed through a commercial market organization consistirg of importers,
. wholesalers, and retailers. There is little government intervention in
marketing activities, and there ig 1ittle information available to evaluate
the operation; of either the commercial or traditional sectors. Livestock
marketing is described in detail in El-Meshani (1981).

Most areas of rural YAR are served by periodic markets meeting on a
weekly basis and serving as both sources of supply for household inputs and
bulking points for agricultural products. Historically, these markets are
served by traveling merchants who visit several markets collecting products
and selling or reselling agricultural products and other merchandise.

Most rural markets are isolaéed and lack adequate transport and
communication infrastructure, resulting in poor market information and
higher than necessary prices. At the same time, however, increased
availability of vehicles and increasing demand for goods in rural areas
appears to have increased the availability of transportation. In general,

. rural uarkets lack necess;ry facilities for proper handling of agricultural
produce because of their limited utilization. This is a particular problem
in the handling of fresh meat and other perishable produce.

Most Gomestically produced agricultural produce is consumed on the farm
or sold by the farmer in the local market directly to consumers, or in the
case of fruits and vegetables, to a wholesaler for movement into urban areas.
It is unusual for wholesalers to purchase goods at the farm. Market trans-
actions are generally conducted directly between the farmer and the purchaser,

with prices negotiated for each transaction. There is no attempt to standard-



ize either the units of sale or éhe quality of the gonds. Occasionally, an
agent is employed ia the sale of [livestock. When an agent is used, he is paid
a commissionm. .

The traditional system is cﬁaracterized by specialization of sellers and
wholesalers.by product. Imported food products are not commonly sold at the.
periodic markets, with the excepéion of smuggled imports which have not en-
tered normal commercial ch;nnels; and wheat or fruit which are produced domes-
tically in véry limited quantitiés.

Imported goods are marketed:through a standard multistage marketing
channel including an importer, wholesaler, retailer, and occasionally other
intermediaries. Commercial merckants carry a wide range of goods and products
and usually make large investﬁen;s in infrastructure, including transportation
and storage facilitzies.

. Commercial retailers operate on a daily basis rather than weekly, and
imported goods are standardized %s ¢ grade and quanticy. Imported goods de-
1ivered through the commercial §§stem are universally cheaper than domestic-
ally produced items.

YARG and foreign donors ha?e been active in the construction and improve-
ment of roads, but except for tﬁe £ish market development in Hodeidah, the
storage facilities for imported:grain and the Hodeidan central gat market,
development of physical infrastgucture outside the control of the private
merchants has been non—existent;

The government has created'two institutions to control imported goods:
The General Corporation for Foréign Trade, and the Consumers Corporation for
Governrient Employees. The impaét of these agencies in the markerplace is not
yet evident. The Ministry of T;ade and Supply has set official margins for
imported foodstuffe and standar& wholesale and retail prices. A series of in-
spectors 1is used to collect price infcrmation and enforce these regulations.

Although this information could be used to increase the market research



capabilities in the Ministry of Agriculture or the Ministry of Supply, it is
not currentiy being used. The Agricultural Research Service in Taiz has be-

gun collection of market prices for some commodities. -

Profit mafgins on imported gbod are set by law following a format
established in Egyptian and Sudapese law. (see Table III.31). These margins
are set at three levels. The im?orter is permitted a certain percentage
profit based upon the import price. He may then charge a percentage of
the same price for administrative expenditures. Loading fees, transportation
fees and unloading fees set by the Labor 0Office, the Transportation Office
and the Labor Office respectively can then be added to determine the price
vo the wholesaler.

At the wholesale level, the wholesaler is again permitted a certain
percentage of the imported pricé for profit. He can also add a percentage
of the same price for adminiscr%tive expenses, he can add a percentage for
cold storége expenses, and then again expenses for loading, transportation

and unloading. The retailer maj take a certain percentage of profit on the

total value. They can add a pefcentage for service and transportation.expenses

as determined by the General Director of Supply Affairs, When these are
added together it establishes a.;etail price that may be charged on the
imparted goods. ; . '

The Géneral Corporation for %oreign Trade is responsible for collecting
and providing import price infor%ation. Auditofs from the Ministry of Supply
have responsibility for checkiné conformance at the wholesale and retail level.
The ﬁinistry currently has arouﬂd 120 auditors to cover the country or
approximately ten for each gove;nate. They are currently sending some of

these auditors to Syria for further training.



The retail prices determine§ by the auditors are reported to the
Ministry of Supply and become the retaii prices used by the CPO for
determining the consumer price index for the major cities. These retail
prices are published weekly. Tﬁe auditors are respomsible for collecting _
price information on both imported and domestic goods.

While the auditors from the Ministry of Supply report retail food data,
they are also responsible for r;portjng violations of the prices set by the
Ministry. Conviction on these &iolations can result in fines and jail
sentences. However, a complainf by citizens in one village resulted in an
investigation and a fine of IR 350 to all of the meat retailers in the
local souk. However, when the markets reopened the next week, the retail
prices of meat were the same ag the week before. Thus the effectiveness
of the audit system and associated penalties may be open to question.

It is interesting to note that Yemeni consumers prefer domestically
produced products over imported: products in many, if not in all, cases.
Examples are retail prices of lpcally produced, factory-type broilers
present in the market for YR ll’while a small, native bird is seen in the
same markets selling from 35 to; 40 YR. Similar price differentials exist
for imported and domestic wheat' and other products (see Table 11I1.32.).
Such diff;rentials make utilizarion of import duties as a mechanism for
raising the price of im;orted g%ods to encourage the production of domestic
goods rather doubtful. Duties ;ould have to be raised to such a level that
.the primary rasult would probab}y be an increase in smuggled goods and 2

decrease uf officially entering goods. Devaluation of the YR could provide

an alternative that might achieve this result.



Table II1.31

OFETOCIAL PRICE AND PROFIT TARGETS FOR IMPORTED AGRICULTURAL PRODUCTS IN YAR, 1981
Importer Wholeezler - Retailer
Price Other Price Other Price Other
Product Basis Profit Costs Allowable Basis Profit Costs Allowable Basis Profit Costs Allowable
Wheat & wheat flour (government accepted bid basis) Import 3% Admi: , 0,5%, Total 6% Handling & transpor
bid handling & costs at official rates
price transport
Meat & poultry FOB, LY 4 Admin. 2%, cold Imported 3% Admin. 1%, cold Total 10% Handling and
CIF of CIF storage 0.5%, price storage 0.5%, costs transport 1.5%
price duty, handling & handling & trans-—
storage at cost port at official
- . - - rates, . “
Eggs FOB, 8% Banking 2%, admin. Imported 3% Admin. 1%, cold Whole~ 102 Handling & transpol
CIF of CIF 2%, cold storage price storage 0.5%, sale 1.5%
price 0.5%, duty, stor- handling & trahs-  price
age at cost, trans- port at official
port at official rates
rates
Fresh fruit FOB, 5% Banking 2%, admin. Imported 2% Admin. 1%, hand- Whole~ 10%¢ Handling 1.5%
CIF of CIF 2%, duty & handling price ling & transport sale
price at cost, transport at official rates price
at official rates
Coffee FOB, 4% Banking 2%, admin. Imported 2% Admin 0.5%, trans- Whole~ 6Z Handling &
CIF of CIF 1%, duty & handling price port & handling sale transport 12
at cost, transport at official rates price
at official rates
Source: Ministry of Supply, 1981



Table III. 32.
RETAIL PRICES IN YR FOR DOMESTIC AND IMPORTED FOOD PRODUCTS

IN TAIZ, YAR, 1981

: . Price for Price for
Product . ) Domestic Product Imported Product
Poultry (kg) 352 11°
Eggs (dozen) 10 8
Beef meat (kg) 50 24°
Wheat (kg) 3.25 2.50

a. live weight
b. frozen

Source: Data supplied by Agricultural Research Servizce, Taiz; compiled
by J. Allchin, World Bank, 1981.

The food marketing system usually operates as a dual system, separating
the handling of imported goods from domestic products. The rural economy is

considered a largely subsistence system, but as farm incomes increase, and

market roads are improved, the rural areas are increasingly being integrated
into the total system (see Tablé I1I.33.).

In traditional market operafions, farmers bring their products to the
weekly market where they trade with other rural producers or to wholesalers
bulky products for movement to éhe urban areas. The share of domestically
produced products marketed is small, but examination of the production and
cornsumption data for several imp;rtant crops indicates that this system may

be changing in importance.



Table IIT.33.
ESTIMATED MARKETINGS AND POINT OF INITIAL SALE
FOR SFLECTED AGRICULTURAL PRODUCTS IN YAR, 1981

Point of Initial Sale (% of sales)

Tbtal Production

Commodity Marketed (1981) Farm Local Market  Urban Market
Sorghum 12 . 30 60 10
Millet 5 60 35 5
Wheat 4 * 50 50 -—
Maize 75 ; n.a. n.a. n.a.
Pulses 60 . 15 70 15
Potatoes 80 25 55 20
Tomatoes 85 . 5 70 25
Grapes 90 15 10 75
Meat 45 30 40 30
Poultry 20 - 45 45 10
Eggs 20 60 40 -
Fish 85 52 15 80
Milk g 100 - -

Source: provisional estimates by Agricultural Research Service, Taiz,
and by J. Allchin, World Bank, 1981.
H

a. At landing.



In 1976, production of cergéls in YAR exceeded the consumption needs
of the agricultural population 5y 119,222 tons as shown in table III. 34,
By 1980, significant changes had occurred. Imports of cereals increased
by 248 percent while domestic pgoduction declined by 17 percent. 4s a
result, the marketable surplus in the agricultural sector has become a
deficit. As rural tastes becomé more modern, wheat must now be moved into
farming areas to satisfy the :efeal shortage and‘to meet consumer wants.
At the same time marketable surpluses are developing rapidly in root crops,
fruits and vegetables. Wholesaiers have developed systems for moving these
products out of the rural areas-into urban areas, but improvements in the
infrastructure, particularly cold storage and improved road networks, should
be able to improve product quality and reduce waste. The current system, however,
does a remarkable job of moving perishable products between farm and markets
while providing adequate returns to farmers (see Table III.35.).

Although consumers are wllllng to pay premium prlces for domestically
produced foodstuffs as indicated by the data in Table III1.32, estimated

marketing of cereals and poultry in the traditioral systems are low and

largely confined to the rural areas as shown in Table IIIL.33.



Table 1II. 34,

Production and Consumption of Selected Foed Products

In YAR 1976 & 1980

(Tons)
Cereals Potatoes Tomatoes Grapes
1976 1980 1976 1980 1976 1980 1976 1980

Domestic production 787,405 651,171 59,800 94,700 165,389 209,700 38,160 44,100
Imports 83,758 289,646 746 —=ve- 766 - 4,000
Expdrts L2 TR _—— ——l _— T 900 Z
Domestic consuaption 871,163 940,817 59,726 94,700 166,905 207,001 38,160 44,100
Agricultural population as percent

of total populiation 76.17 74.9 76.7 74.9 76.4 74.9 76.4 74.9
Marketable surplus from agricultural

gector:

Production 787,405 651,171 59,800 94,700 165,389 209,700 38,160 44,100

Consumption 668,182 704,671 45,809 70,930 127,515 155,043 29,108 33,031

Surplus 119,223 (53,500) 13,990 23,769 37,874 54,657 9,052 11,069

Source: FAO, 1981.



Table III1.3S5.

ESTIMATED SHARES OF CONSUMER PRICES FOR SELECTED FRUIT & VEGETABLE PRODUCTS
ACCRUING TO MARKETING SYSTEM PARTICIPANTS IN YAR, 1981

Farmgate. Wholesaler Retail
Share of Share of Share of
Price Retail Price Retail Price Retail”™
Product (YR/kg) Price (%) (YR/kg) Price (%) (YR/kg) Price (%)
Tomatoes 3.28 42.1 6.05 35.6 7.79 22.3
Potatoes 2.68 56.4 . 3.80 23.6 4,75 20.0
Grapes 12.21 64.6 13.75 8.2 18.89 27.2

Source: Data supplied by Agrichltural Research Service, Taiz, compiled
by J. Allchim, World Bank, 1981.

Like the marketing of other agricultural products, the marketing of live-
stock can be separated into two distinct systems: a traditional system for local
products and a modern commercia% system for imported products. The traditinnal
system is specialized by producé, while the modern system handles a wide range
of products. The general lack of adequate market facilities in the traditional

sector appears to increase costs more than the modern system. Estimates of sales

are shown in Table III.36. T
Table III. 36.

ESTIMATED VOLUME OF LIVESTOCK MARKETED IN YAR, 1980

: Cattle Sheep & Goats

Total culled/slaughtered : 165,500 1,263,840

Home slaughter® 31,350 884,688
Animals sold for slaughter ! 134,150 379,152
pnimals sold for husbandry® . 67,070 126,384

Total animals sold . 201,220 505,536
Imported animals f 7,000(¢5%) 160,000¢®5%)

Total animals marketed ‘ 208,220 665,536

'

a. 19% for cattle; 70% for sheep and goats
b. 34% for cattle; 25% for sheep and goats

- AmaA  AaAAYT MabtTaA 777 RF1Moenchand .



. Consumption

The food production and marketing system in YAR appears to be providing
an adequate diet for most of the: population and there are essentially no food
exports. YAR is very heavily dependent upon food imports to meet domestic
needs. Although the figures may be subject to error because of inaccurate
population estimates, the data p;esented in Tabel III.37 indicate adequate
calorie and protein intake from prical diets. Tabel III.38 indicates some
significant changes in dietary patternms. Animal products are becoming increasingl;
important as sources of protein ;nd calories, while wheat is replacing sorghum
as the major cereal grain in many diets. The shift to wheat is significant,
as it represents a strong demand for imported cereal in preference to domestic
sorghum., The shift to increased animal products may reflect increased poultry
consumption which is being met by imports but for which a domestic industry is

rapidly developing. Table III.43 outlines the quantities of products in a typical

annual diet in YAR.

. Table III.37
Changes in Dietary Contribution of Various Food Products in YAR 1976-1980
(per capita basis)

. Calories Protein (mg)
Food Product ' 1976 1980 1976 1980
Cereals - . 1,536 1,520 44,069 43,577
Roots and tubers 1 22 31 516 742
Pulses : 117 112 7,584 7,252
Vegetables : 19 21 1,192 1,340
Fruit 120 105 1,109 995
Meat and offal 1 85 103 5,851 7,660
Milk ' 72 87 4,813 5,945
Eggs : 7 7 530 518
Fish . 10 8 1,363 1,196
Other : 291 246 771 754
Total 2,279 2,240 67,798 69,979

Source: FAO, 1981, Need study of consumption to answer nutrition questions.



Although dietary analyses end observations in the country indicate that
malnutrition is not a major problem in YAR, several studies indicate that
there may be infant and child nutrition problems in some areas.

A survey of 100 families in the Zabid area conducted by Sterm (1981)
indicated there may be some nutritional deficiency diseases among the
children of the Tihama. The study indicated that only 23 of 57 children
were breastfed, while 31 of 57 received only powdered milk or animal milk
only. Three received both. Eight of 31 bottlefed children were never
breastfed, and most children wete taken from the breast at less than six
montks. Discussions with mothers indicated that knowledge of appropriate
food patterns for children was Iimited and local foods were given without
consideration of appropriacenese.

The most common children's disease was malaria, with considerable heat
rash. Diarrhea and vomiting weée common among bottlefed children, and many
children appeared to be anemic. Four clear cases of marasmus, two of
kwashiorkor and ten of rickets were found in 57 children. Infant mortality
was reported to be about 50 percent. Stern suggested a procedure was needed
to emphasize the benefits of breastfeeding, discuss weaning foods, and

explain the prevention and treatment of anemia.

1

Table III.38
CHANGES IN COMPOSITION OF DIETARY COMPONENTS IN Y.A.R.

1976 - 1980
(percentages in parentheses)
Calories (%) Protein (mg)
1976 ' 1980 1976 1980
Total ' 2,279 (100) 22,2&0 (100) 67,798 (100) 69,979 (100)
Animal 202 (8.9) P 239 (10.7) 12,597 (18.6) 15,364 (22.0)
Vegetable 2,077 (90.1) 2,001 (89.3) 55,201 (81.4) 54,615 (78.0)
1
Cereals® 1,536 (100) 1,520 (100) 44,069 (100) 43,577 (100)
Wheat 336 (21.9) 527 (34.7) 9,885 (22.4) 15,502 (35.6)
Rice 11 (0.7) - 17 (1.1) 209 (0.5) 296 (0.7)
Barley 74 (4.8) 48 (3.2) 1,865 (4.2) 1,233 (4.0)
Maize 104 (6.8) : 125 (8.2) 2,590 (5.9) 3,116 (7.2;
Sorghum 1,008 (65.6) 801 (52.7) 29,502 (66.9) 23,430 (53.8)

Source: TFAO, 198l.

3.

.Totals may not add due to inclusion of small amounts of other cereals.



Earlier surveys by Hitouche? and Bornstein (1973) in the Tihama,
Western Slopes and Intermediate Plains indicated that nutrition behavior in
the family tended to harm the moét vulnurable individuals. For example,
pregnant women do not receive any special diet, although after giving birth
they receive special culturally brescribed foods--chicken, butter, honey,
fresh vegetables and dates—for 40 days.

Breast feeding begins after a three day period during which the child-
receives sweetened water and butﬁer. Children, particularly males, are
breastfed for 2 years unless preénancy occurs or there is a lack of milk.
Weaning practices tend to be gg.égg. Poor sanitation generally surrounds
infant feedirg, particularly if bottle fed, leading to often fatal gastrc-

intestinal disorders. Their survey results, indicate children in ‘the

Tihama may be smaller than standard.



1I1.5. Social Institutions and Constraints

An understanding of the social system in the YAR is essential to
evaluation of the agricultural sector. As a part of the project papers for
the CID CORE and poultry projeﬁts, Kearns has examined the sociécultural
environment in the YAR in depth ksee Annex A to the CORE paper, or Annex D -
to the poultry project paper). ?his section is based on those discussions
and additional insights based oé discussions with Yemeni Farmers.

The essence of a definition;of social structure is the social relations
and behavior of members of the society. The actual behavior of individuals,
the social standards, the ideal patterns, the structure of expectations, and
all considered as important constituents of a social structure. Social structure
cannot be considered as something static, but should be viewed as dynamic.

It may also be considered as both a process and a product. In every community,
the social relations, either between individuals or groups, form the internal

units of social structure.

" Today's Yemen is a contradiction. If development were measured solely
by GNP, Yemen would be one of the world's fastest developing countries. Per
capita GNP was only $172 in 1973-74, while in 1976-77 it was a respectable
$469, an increase of 40 percent per year over the 3 year period. In almost any
other terms~-infant mortality, e;ucation, 1ife expectancy--Yemen is still ome
of the least developed countries in the world. Even if there were demand for
the services needed to ameliorate these conditions, the institutions and human
resources required to supply them do not exist. This is not to deny that some
progress has been made: out-and-out starvation is rare; malnutrition exists,
especially among children, but ié probably on the wane; and housing generally

———— - —— rar o o e

the quality of life for most Yemenis, and some have indeed been bypassed."

(CDSS, 1978)



Underlying most organizational units in Yemen are certain indications of
social status. Tﬂe strata within:the Muslim scheme are discussed later in
this section, but since the owner;hip of land is a commonly accepted indicator
of social status, it is presented:here. Yemenis who own land are of a higher
social status than those who do nét. Land tenure is still largely feudal, as
most small farmers are sharecroppérs on land rented from large landowners.

The share arrangements vary accoréing to irrigation or non-irrigated land, as
well as'oéher factoré. Cenérallyi the share arrangements range from one-quarter
of the crop to ome-half of the crép as the landholder's share.

A 1973 FAO study estimated tﬁat 60 to 70 percent of arable land was
privately owned, 15 to 20 percent°wés held by religious groups, 2 to 3 percent
was in state farms, and 1 to 3 percent was owned collectively. Approximately
90 percent of pasture land is coliectively owned.

In many cases land ownership is not firmly established; multiple owner-
ship claims represent a large proportion of the disputes brought before the
sheikhs and other local officials: Farmers generally verbally claim to own
the land they work even if they give a share of the crop to someone else, and
rich landlords often boast of owning all the land the eye can see and more.

In the ﬁighl;;a;j“bgiaings are often counted in terraces rather than hectares.
The assumption is that in order to meet rural development objectives,
developing countries must have oréanizations that are active on a local level.
When local organizations deal wité local people, the general assumption is

that such organizations with be mére accountable and responsive to local

needs. There is evidence, however, that LDAs are not strongly supported by

the local citizenry, especially in northern areas.



kinship Group

The most basic and exceedingly important socilal unit is the household or
family. In some field reseatch; the term respondents seemed most comfortable
with was "kitchen'". This definiﬁely implies not only that household members
share their meals, but that the; share responsibility for putting meals on -
the table.

~The most common living_sitégtion throughout Yemen is the extended patri-
archeil family. A typical househbld consists of a man, his wife or wives, his
married sons with their wives and children, his unmarried children, and possibly
other relatives such as widowed or divorced mothers or sisters. After the
death of the father, each married son ideally establishes his own household.
Children grow up sharing meals with parents, siblings, father's siblings and
wives and children as well as grandparents. Polygamy, high rates of migra-
tion, divorce and infant mortality create endless variations in the above
described pattern. Few househofds consist of only the nuclear family. Women
who do not share a kitchen with other adult females are considered by some to
be living alone--many household% function without men, but a YAR kitchen does
not exist without a woman. Absent males are considered part of the house-
hold as long as they do not have a separate household elsewhere. It appears
that men living away from their }amilies prefer to live with other members
of the kin group or with fellow ;ribesmen.

The division of responsibilaty and authority within the household varies
according to number, sax, age aﬁd personalities of members. In most extended
families, the grandfather would be undisputed head of the household. Gener-
ally, girls marry men older thaﬁ themselves, and as a result may be widowed
at a relatively early age and th?refore assume management c¢f a household.|

Husbands, wives and siblings normally retain separate ownership of land

inherited from their parents, but generally family members cooperate in

farming.



It is expected that the individual will subordinate personal interests
to those of the family, as grou§ interests are more important than individual
interests. Child-rearing pract;ces further encourage children to be members
of a group rather than individivals.

People who live within a t;ibal group or in a large family usually try
to extend themselves, because tﬁe tribe will not be well known unless the
members are many.

Families prefer to have :héir daughters marry from the same family. For
example, for males who come from the Southern Uplands, it is very difficull
to get a wife from the Intermountain Tlains area, and that is why the bride's
marriage portion is so high.

In some cases, males in urban areas can.get a wife from a rurai area, but
the contrary is not true. A farmer does not like to have women from the city,

because women in the city cannot do the same job as rural women.

1
Religion
One of the strongest organizations/influences in the Yemen Arab Republic
is Islam. In broadest terms, south arabian societies break down into five
strata that more or less parallel the strata found in the ancient kingdoms.
At the top of the hierarchy stamd the Sayyids, who claim descent from the
Prophet Muhammad aad, as a concaaicanc, religious and spiritual superiority.

A stratuﬁ of hereditéry holy'méﬁfof Qahtani or south Arabian ancestry, vari-

ously known as mashaykh (sing., %haykh) or qadis (sing., gadi) comes rext.

In many areas they share equivalent rank but do no: intermarry with the next
stratum, the tribes (gubayl; sing., gabila). Below the ~ribes are artisans
and merchants in respectable trades, who enjoy superiority to families who
practice despised trades. The l;west social group, the akhdam (sing., khadam) ,
occupies a position so disdained that it does not, for practical purposes,

belong to ordinary society. (Area Handbook, 1977).



Present-day Yemeni soclety is based on relations among soclal groups
whose membership is determined bé birth and whose ranking follows a strict
hierarchy. Persons of superior rank may not work effectively for persons of
lesser social rank. Therefore, if an Akhdam is put in charge of an activity,
one'cannot expect a member of th; Mashaykh to take directions from the Akhdam,
and the activity will not be sucéessful.

A part of .the Muslim regulations or customs is that the chief (shaykh) is
the most important man in the viilage,Aand he is the key to have the farmers
convinced about an agricultural project. The shaykh 1is the person who will
speak for the people in the village. He is, also, the responsible man in
having guests from outside the village, and he will be paid by the farmers,
from the religious tax (zakat). |

The washaykh (sing., shaykh) are divided into three groups:

Chief of the chiefs (or shaykh al-mashavkh), who will be elected from

the chiefs of different villages; and who will be in charge in solving the problems

the chiefs face;

Chief (shaykh), who willibe elected from the farmers in different villages
in one arez;

a third group is called»;gggl (sing., agel), or wise. He is the responsible
man for one village only.
In developing agricultural projects, it will help if shaykhs and augal can be
gathered. They will extend the e;planation for farmers and make it understood.

Central to the lifestyle of the Yemen is qdherence to the Sharia, or the

Musiim way. In addition to dail; prayers, weekly attendance at the mosque,
observation of the yearly fast du;ing Ramadan, declaration of faith by reciting
the Shadadah, and at least a once~-in-a-lifetime pilgrimage to Mecca, the Muslim
influence is powerful in the dail& 1ife of the people. Marriage customs, Sex

roles, divorce, inheritance laws, as well as most human functions, are dictated



by the rules of Islam. According to the Sharia, women are subordinate to men
and children are a blessing. In an Islamic court, a woman can only inherit half

of what a man can legally inherit, while in court the women's word counts for

half of a man's testimony.

-

The Yemeni legal system is based largely upon Islamic law and tribal cdustoms.
The tribes settle tribal law violations according to specific custom in tribal
courts. Islamic law provides regulations in matters relative to the family,
worship, criminal actions and grivate affairs in general. Islamic-judges administer
the law and the civil government executes the cour<'s judgements. In Addition to
the tribal courts and the Sharia courts, the government administers the civil
cases.

Cultural norms and early mérriages with the resulting early childbearing
serve to exclude the majority of women from the educational system and keep them
out of the labor market. Compafatively few women remain single into their
twenties. Instead of being fre;r for work and study, however, the single girl
is usually in a protected posit;on, since her marriageability is at stake. The
few Yemeni women who are in professional positions are generally of the Sayyid
or Qadhi elite. This pattern of the elite women being educated first and taking
the first professional posicion; is evident throughout the Middle East.:

'

The elite religious classes are usually the wealthiest groups, but the
. Sayyid dominance is based on“mOEe than economic factors. The Sayyids as a group
are active in the educational séscem, and a large proportion are literate. Other
) ~sses acquire much of their kﬂowledge during migration work searches rather

1]
than attendance at schools.

When attempting to inscituﬁe programs, consideration must be given to relevant
aspects of the Muslim regulations or customs. Local religious leaders must be
consulted, informed and their céoperacion sought prior to the initiation of any
projects or programs. In addition, a deliberate effort must be made to keep such

leaders "up to date" on the progress of individual projects.



Characteristicé and Functions of leadership

Any discussion of leadershép and authority in Yemen must be prefaced
with a brief description of the:social structure relative to leadership.
Yemen is in the middle of rapid .social change. Economic forces are altering
gocial life in ways that are little understood and basically uncontrollable.
The country is a mixture of Ilemic traditionalism, modern inventionms, various
levels of poverty, widespread new wealth, age-old elitism, new technology and
primitive labor patterms. The éifferences between urban and rural life or
between living in the highlands'or the lowlands can be the difference between
living in the Fourteenth Century oT in the Twentieth Century.

Theoretically, within a tribde all tribesmen are equal and the shaykh is
in the leadership position. §B§IE_E may be elected by all members of the
group or may be selected from cértain leading families; or the position re=
mains hereditary within a single extended family. Currently, some Yemeni
communities have two shaykhs. Sne who is "old" may be recognized as "the
power" while the "young 525355"'15 recognized as the change agent. The young
shaykh probably possesses more education than the old shaykh and he probably
is a member of an old shaykh family. This seeming split in authority is a
relatively new phenomenon in Yeﬁen, and is an indication of the changing
leadership roles. |

The rapidity -and extent of social change in Yemen is bringing about a
redifinition of leadership and ;uthority roles. Three of the most signufi-
cant changes which influence le%dership are consumption patterms, immigration
and remittances, and the role oé women .

Consumption patterns and tge availability of consumer goods are modern=-
izing lifestyles. Electrical aﬁpliances, radios, television sets, recorders

and automobiles as well as other consumer items are becoring available for
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purchase. Increased income from the male workforce out51de the country pro-

vides the means for more people to buy the increased consumer goods. Social



change which such consumer goods brings about can only be estimated. The in-
troduction of radio or television into a village will enable villagers to
acquire knowledge from sources ogher than traditional village sources. In
addition, the import of outside influences may be seen in modifications of

family patterns and/or authority.

Labor migration and remittances resulting from this migration certainly

contribute to the changing role of leadership and authority.

Women's Role

The role of women has been viewed by several observers of Yemen life as
changing. Generally, women marry young, with the average female marriage age
at around 14 years. Women also are expected by society to have children, and
the average is 6.8 live births per woman. Side by side with .these societal
expectations is a real labor shortage due to the migration of husbands, fathers
and brothers. The result is expected and practical, with women taking on many
traditionally male tasks. Nowhere is that more evident than in the rural
agricultural lébor force. Emigration and recent progress in family planning
are expected to result in a decreased birth rate. This could result in chil-
dren being less of a burden to the woman and may ultimately enable women to
gain more.economic power than previously. This may also result in more edu-
catioril opportunities for girls, more job possibilities and a freer social
climate for women.

Increased buying power and the resultant increasing educational oppor-
tunities, changes in leadership roles, changing family authority patterms and
modifications in traditional roles for men and women will change some of the
existing order in Yemen. What will happen in the future? What will result
from these changing factors in Yemen in the near future or in the far future?
answers to these questions and to many others relative to changes and results

in leadership and authority will require close ongoing observation of the

changing social scene.



Patterns of Mobility

The most striking example of @wobility in Yemen is the outward labor
migration. This extensive migration results in intermal labor shortages.
Since remittances are sent to or;ultimately benefit the portion of the popu-
jation who stayed at home, the oLvious material benefits are seen in incredsed
consumer gcods. Migration as itinow exists contributes to the direct diffusion
of innovation in the country in yarious ways. The most obvious spread takes
place when the men return to the:YAR with information, goods, and/or skills
from other geographic regions in' which they spent their term of migration.
However, the point to be made here is that the bulk of information brought
to Yemen is representative of a non-Yemen country. 1f the "outside" ideas

and information coincide with information being fostered in Yemen, then the

combination will be strengthening. 1f, however, the men return to their
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local viilage with a belief in the advantages of.furn and"slash farming but
the project being advanced in thé village is poultry raising, the information
will clash. In.fact, the return;e may actually fight against the village
project. Therefore, the spread effect relative to the migratory force cannot

be "counted upon" as a positive meaningful method of dissemination of infor-

mation.

On several occasions, wives:of workers who previously migrated commented
upon the fact that when the husbands returned they demanded different vege=
tables (from those usually serveé in the home) to be served at meal times. The
wives indicated that they tried ;he new vegetables because of their husbands’
insistence. These vegetables thén became part of the families' diet. The

general acceptance'of recently introduced (imported) fruits may also have

been stimulated by returning workers.



Allocaticn of Time

Time in Yemen in viewed differencly than in western society. The clock
is not always in a position of dominance, and being "on time" 1is more loosely
defined. Time is somewhat flexible, and tomorrow is always waiting if some-
thing is not accomplished coday.f The Muslim calendar is a lumar calendar, ~
and so religious events occur at different times from year to yezar.

Business discussions are leisurely and may extend over a period of time.
Polite conversation takes place %s preparatory to most business discussions.
Inquiring into the health of onefs family is an expected ritual. Therefore,
when preparing local groups for new programs or the agceptance of new infor-
mation, time must be allowed for numerous conversations and discussions.

Time spent in such initial information sharing will pay off iater as the pro-
ject progresses, as it will help promote understanding and acceptance on the
part of the local people.

Necessary time allocation fér individual aspects of the project should
be reviewed frequently relative go geographic region, as well as other factors:
In addition, as specific participants are identified, a review will be under-

taken in order to assess the amount of discretionary time available to the

participants.

Research relative to the allocation of time to specific tasks does not
yet exist in the YAR. Interviews with Fatima Fadel, Fawzia Numan and Ashwag
Al Shafi of the Women's Departmeét in the Ministry of FAncation about alloca-
tion of time concluded that no s#ch research exists. 'L... information would
be difficult to gain from rural ﬁale and female farmers,.since the concept of
allocation of time would not be dnderstandable.

The Report or Women's Economic Activities in Mahweet, Tawila and Jihana
Regions by Carapico and Hart (19i7) noted that Yemeni women, especially those

in villages, are unaccustomed to giving explanatioms. It is relatively im-

possible to get the women to describe a process for doing some task. It is



difficult for the women to enumerate how many times an activity is undertaken

or how long stch an activity reqdires.

In !interviews with male farmers in rural areas east, wast, north and
south of Sama'a, they estimated qhac all of their time went into farming and
marketing if they marketed their:own produce. Female farmers in the same )
geographic areas said that the amount of time devoted to house work or field
work varied according to the sea%ons. During planting and harvesting, they
spent more time outdoors than at ‘other times, when there was not as much field
work. |

Fewer women appear to participate in marketing activities, but this act-
ivity should not be overlooked when reviewing work time for women. In the
Taiz area it is relatively common to 5ee women selling gat, straw products
and vegetables. Women in the market in Sana'a are still fairly limited in
number, but in the two years since this writer's first visit to the YAR, the
number of women in the Sana'a market has increased. In August, 1981, women
were selling incense burners, straw baskets, poultry and vegetables in the
Sana'a souk. The sumbers of women observed selling in the market was still
very small, but nevertheless they are making inroads into the retail market.

Female farmers rarely talk to male farmers, but they can describe and
explain any task process in detaii to other females, native or foreign. There-
foré, if "any informationm is needed from female farmers, it is better to have

a female talk to them.

With regard to the social coPcerns, relations among social groups depend
on the area or the place we are télking about. It could be true in the easternm
areas that persons of superior rank may not respond to persons of lesser social
rank, but it is not so true in we#tern or southern areas.

If an akhdam is put at the h;ad of the projecc, the response of the

mashaykh to take directions from the akhdam is similar to the 1920's response

of the white American to the black. However, putting an akhdam in a project



activity and having him work in one of the project processes, but not as a

head, will help much in working together, mashaykh and akhdam.

III.7. Summary of the Current Staéus of Agriculture

The agriculture sector in th¢ YAR has made significant gains over the _
past five years. Fruit and vegetable production has increased; production
of chickens and eggs has made strong gains; cereal production has increased.
Although there have been large.ex;enditures on agriculture by YARG and donor
agencies, production changes appear to have been in response to economic
factors rather than in response to government planning or other development
activities. Under current economic conditions, the greatest returns to farm-
ers are achieved through production of fruits and vegetables and gat. .Produc-
tion of sorghum and millet is the least profitable use of farm labor. As a
consequence, farmers hLave increased production of these higher valued crops,
while maintaining only Subsistencé production of cereal gvains. The market-
able surplus of cereals has declined and‘dependence on imported foodstuffs
has increased. There is no indicétion that these changes in produciiun parcerns
have harmed the farmer. In fact,-it appears that farm incomes in areas whero
high value crops can be grown havé increased. Horticulture crops produce
best on irrigated land. Consequeﬁtly, there has been increasing interest in
development of improved water sources, particularly.ground water. The bene-
fits of improved water managément‘or ;: least water use are becoming recognized.
Irrigated farmland using ground w;ter has been increasing, and farmers appear
willing to make personal investments in well construction.

The influence of development4planning and research on agriculture has
been limited. Effective developmént activities have taken place in the SURDP
where the project has emphasized development of village water supplies. By

working through local development agencies to meet a major concern of local

populations, this project has generated considerable support in its project



area. The majority of effective.extension workers operate in the SURDP and
TDA project areas, but they receive only limited backup research information

from ARS in Taiz.

Efforts to develop traditional cash crops of coffee and cotton have been
a dismal failure. Due to change; in credit policy, cotton production has de-
clined seriously. Coffee and coiton production is currently less than 10
percent of the target established in the first five year plan (see Table
111.39.). There are only limiteé activities aimed at increasing coffee and
cotton production by working with or supporting farmer activities through
the TDA.

Although there is interest in citrus production as a cash crop, no data
for economlc evaluation are available.-

Cereal production has increased 4.9 percent during the past five year
plan and experience of the past two years indicates production is unlikely
té increase more rapidly until céreal production can be made more attractive
to farmers., Most cereal prodtction continues tc be dependent upon rainfall,
and production is sensitive to climatic variatiom.

Fruit and vegetable production continues to show significant gains, and
if the currently attractive retu;ns to farmers continue, production should
continue to increase. There is evidence that production of tomatoes currently
exceeds .the needs of the domestié market. This situation should result in
reduction in return to farmers aéd may slow vegetable development. To avoid
this situation in the future in Ather crops, market information must be gen-
erated and provided to farmers. iThere is currently no effective market intelli-
gence system operating, althopgh.some retail price information is being

developed in Taiz, and the MOA collects price figures in several areas. The

price regulators function of the Ministry of Supply generates much of the

nééded iﬂformation, but it is not effectively.utilized.



The current status of livestock in the YAR is difficult to evaluate, due
to the questionable census figures provided by CPO. Milk yields are clearly
far below government targets and ;he 1imited commercial cairy activity has not
made a significant impact. Based on official figures, meat production is lower
than targeted, but if estimates for sheep and goats are doubled as suggested,
production should be at least 90 éercent of target.

Poultry and egg production héve been the most successful parts of the
agriculture sector. A commercial poultry industry has developed and on-farm
production of meat and eggs is cl;se to targeted figures. Again, however, it
has been the clear economic advantage of broiler production rhat has fueled
this development, not any planned development activity.

In general, development actiyities have failed due to a lack of knowledgz
about the Yemeni farmer. With the exception of the SURPD and TDA areas, there

is a total lack of effective contact with individual farmers through extension

services. 'Research activities have generally been developed wiﬁhout the in-
volvement of Yemeni counterparts and without consultation with Yemeni farmers.
As a consequence, no effective re;earch base has been developed in any area

of agriculture. There is no unde;standing of the functioning of the YAR farm
household, and essentially nothiné is known about farm strategies, attitudes,

¢

decisions and budgeting processes.

In summary, the ag:iculture‘sector has developed in response to economic
factors rather than in response to planning. There is an inadequate base of
information for development planﬁing, and a very limited institutional struc-
ture for carrying out development activity. The lack of adequate human re-
sources is uniformly recognized as the most significant barrier to agricultural
development. This lack of insti{utional manpower to provide the link between
development planners and the individual farmer has made developmznt planning
very difficult. Until such a network can be developed through training and

establishment of lines of communication with individual farmers, the agricul-
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ture sector will continue to evolve in response to market factors and external

economic conditions independent of development activities. The commercial

sector and the farmer have both responded effectively to change, introducing

new products and employing new technologies as they become available and when

when their benefits can be effectively communicated to the farming community.

Changes in the direction of agriéﬁlturé are unlikely.



‘Table ITI.39.

TALGET AND ACTUAL AGRICULTURAL PRODUCYION
IN "YAR (1979-80)
¢000's Tons)

Percent
Crop 1980-81 Target® 1979-80 Actual of Target
Sorghum & millet ) 2,042 692.1 66.4
Maize - 110 99.4 90.4
Barley 83 57.2 68.9
Wheat " 128 52.6 41.1
Cotton 32 2.8 8.8
Oilseed (sesame) 11 6.0 54.5
Pulses (legumes) 105 79.6 75.8
Tobacco . 8 7.0 87.5
Vegetables ‘ 705 253.7 36.0
Potatoes 360 127.2 35.3
Coffee R 0.2 5.0
Fruits (including grapes) T 142 130.1 91.6
Livestock
Milk ) 367 92.9 25.3
Meat 43.7 27.4 62.7
Poultry o3 3.4 109.7
Eggs (millions) " 235 200.0 85.1

a. TFrom First Five Year Plan

Source: CPO, 1981, and World Bank, 1979.
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IV, AMALYSES AND RECOMMENDA 2083

National economic programs and policies designed for agricultural development
can and do have a major impact on the ability of the agricultural industry to grow
and prosper in serving its role as the producer and distributor of food and fiber
for the nation. The programs, projects, and policies implemented to enhance agri-
cultural development must undergird national develupment goals as well. -

The industry of agriculture can be,defined as a system of commodity subsectors.
For analytical purposes, t the commodity subsector model follows the production, mar-
keting, and consumption of the commodity.‘ An agricultural development.project,

program, or policy may impact on' one or-more parts of the sub-sector: agricultural
inputs, farming, marketing, food processing, food distribution, and consumption.
The project, program, or policy may also-be designed to impact on ome of. the insti-
tutions servicing agriculture such as.agricultural research agricultural extension,g
agricultural educarion, and credit. Fnthermore, in a2 macro sense, impacts on the |
agricultural sector and the general economy as a whole are important.

In this chapter, the YARG goals and obgectives for the second five year plan
(SFYP) are described along with exdst

from the first £ive year plan (FFYPR).
to the Yemeni society and the physical; economic, and institutional constraints to *

ing projects programs, and policies existing

After coxsidering a set of assumptions inherent
agricultural development, a qualitative anal}ses "is presented that identifies the '
impact points within the subsectors and.in the agricultural service institutions.

Finally, some recommendations with priorities are suggested.

Iv. 1. YARG Goals and Objectives for Second Five Year Plan

The general goals and objectives for the SFYP are similar to the FFYP. They

include: ) '

1. Following the path towards selffsufficiency in agricultural products
within economic limits, taking into consideration population increases and raising
the dietary standard of the people. ﬂtli .

2. Insuring the requirements o"fexisting ‘and newly constructed agro-industrial

projects for agricultural raw materialsv y
3. Reducing the balance of. tra ﬂeficitﬁin‘agricultural products by. reducing

the quantities -of. imports and increas

important agricultural uroducts.
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7. A six perceat per vear increase in the GDP from the agricultural Sc or.

The strategy for achieving these objectives has been identified as follows:

1. Developing agricultural institutions and studying the administrativc
organization of the whole agricultural sector. The duties of every agricultural

entity will be determined, contraditionms eliminated and coordination and comple-
mentarity achieved. : -

2. Expanding agricultural research to provide for agriculturzl development
needs, completing the regional network of research stations to deal with production
conditions in different areas for producing new crops and testing new agricultural
technology.

3. Develping agricultural extension to help farmers increase the producti-
vity of their planted hectares. Providing extension centers in different agri-
cultural areas with agricultural research and Agricultural Credit Bank programs.

4, Working to increase the returnm per hectare by improving production methods
and diversifying crops, particularly focd crops, working toward food security and
achieving significanc results in producing food crops so as to limit the expansion
of Qat plantings. A

5. Encouraging and increasing the savings to be invested in productive
agriculture in response to the increasing needs for food products and agricultural
inputs in the industrial sector. '

6. Surveying and classifying agricultural lands to provide a scientific
basis for investing in and maintaining terraces, and for increasing agricultural
land productivity. '

7. Making a complete survey of surface and ground water resources to
provide a bectter base for economic and scientific decisionms.

8. Buildingz small dams, accelerating the implementation of irrigation
projects, uaintaining terraces and protecting agricultural soil.

9. Extending studies of prices, marketing and taxation for agricultural
products. These will serve the poliries of promoting agricultural production,
encouraging the planting of new crops, decreasing the gaps in farmers' income
relative to producers' income in the other economic sectors, and securing grain
reserves in case of drought.

10. Extending and applying integrated rural development principles to
Yemeni rural areas,: giving the-first priority to implementation of tha rural
development projects . in the most needed areas.
11. Protectiog the forests. ' -

12. Providing all forms-of agricultural credit o implement the goal of

W
developing animal an&'crop S?gduction.n The rate oﬁ interest for:agricultural'
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15, Yeoouzaging reamoTio s ﬁari;ul:ntal caaneratives aporapriata oo
Yemeni rural conditions, providing legislation for the organization of agricultural
cooperatives and training the necessary employees.

14. Establishing an organization for recording agricultural land ownership.

15. Establishing an equitable relationship between land owners and tenant
farmers relative to the use ¢f modern production inputs.

16. Extensing veterinary services to animal production and aquaculture and
encouraging the provision of fodder at the appropriate time and at reasonable
prices. .

17. Improving crop and livestock statistics, preparing outlook information
for making economic decisions, and preparing the agricultural census with the
assistance of the Central Planning Office

18. Working with the Ministry of Education in’'completing the agricultural
Institute in Surdud and the secondary veterinary school in Sanaa; operating Ibb
Institute at full capacit#, and revising the salaries and other allowances in
order to provide employment stability.

19. Supporting the planning department at the ministry adequately and
establishing evaluation_nechanisms inside the large agricultural projects.

_-__Eb Provising s:gfieient quantitfy and quality of agricultural production
inputs to support modern production ¢ methods.

21. Taking into con51deration the integrated agricultural development
plans of North and South Yemen and other Arabian peninsula and Gulf countries

in a uniform strategy, coordinated planning, and trade and product specialization.

Planned Budget Allocations

The SFYP calls for 68 agriculrural development prcjects with a total budget
of 4.4 billion YR. Budget contributions are split nearly evenly between YARG
and external assistance. (Table Iv. :1 ). Forty percent of the budget is planned
for the integrated rural development programs under regional development author—
ities. The Tihama Development Authority is budgeted for nearly one billion YR -
227 of the total budget. The Southern Uplands Rural Development Project is budgeted
for its second phase as well as the Rada Rural Development Project. New projects
to‘be'initieated‘include Al Baun, Saadah Hajjah, Al Mahweet, Khowlan, and Anis.
The iargest external sourge expenditure area is for irrigation (543,000 YR)
. which, together with YARG inputs, wiil total one sixth of the budget.. Livestock
projects are to receive twice the amount of crops (14 and 7 percent respectively).

The lovest budget is for Agricultural Extension (0 4 percent of total). }orestry,
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agrizulcural S=cczor in tha Seconu Five Year Plan.
Area Number of Planned Investment (000 YR) Percent of
Projects YARQ External Total total by area
Crops 11 251,894 61,271 312,165 7.1
Forestry 1 17,070 21,111 38,081 70.9
Research =~ 2 - 75,348 133,614 208,962 4.7
Extension 2 15,157 1,500 16,657 0.4
Livestock 12 303,303 315,272 618,575 4.1
Irrigation 15 181,000 543,000 724,000 16.4
Marketing 1 27,005 - 29,125 56,030 1.3
Construction 3 76,712 22,580 99,292 2.3
Planning and ) -
Statistiecs 1 £5,502 1,891 57,393 1.3
Integrated )
Rural Dev. 7 409,654 438,834 848,488 19.3
Tihama Dev. : :
Authority 8 486,175 480,544 966,719 21.9
Fisheries 5 . 323,740 131,257 454,997 10.3

Total 68 2,223,651 2,177,708 4,401,359 100.0
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Juring che STIP, targeted percentages increases
28.8% and for livestock, &44. 9% Forestry is expected to remain stable (no
growth nor decline) and fisheries is targeted for a 57 percent 3rowth (Tables
IV. 2,3). Assuming constant prices at base year levels, 1980/81, these per-
centage increases also reflect planned changes in the value of production. These
increases would result in a total value of production from the agricultural forestry
and fisheries sector of 7.1l billiod YR by 1986 - an increase of 32.8 percent over
the base year figure of 5.35 billion YR.

In the crop subsectors, the largest gains are planned for cotton (316 percent)
while the smallest is for sorghum (2.6 percent). Of the grain and fodder crops,
maize is planned to increase the most (62.9 percent). Tonagewise, millet is the
most important crop. Its plénned growth is 17.6 percent. (Table IV. 2.).

In fhe livestock products area, white meat (basically poultry) is planned
to rise by 75 percent -— moTe than three times that of red meat. Eggs are pro-
jected for a 56 percent increase and milk at 36 percent (Table IV. 3.). Fisherles

production is planned at a 57 percent increase == from 17,000 to 26,000 tous.

Crop Area and Crop Yields

Crop area is expected toO decline for millet, sorghum, and barley but 15~20%
yield increases will keep total production increasing for all other crops, area
planted is expected to increase. Area planted increases are mostly in the 10-20%
bracket except for cotton where hectarage is planned to increase 2527%. Total area
planted is projected to increase to 1,024, 000 ha, an increase of slightly less than
two percent from the base year nectarage of 1,004,300 (Table IV. LN

vield increases of 30 percent or more are planned for maize, wheat, cotton
and vegetables. Sorghum and barley yield increases are set at 157 percent wich

potatoes and coffee at 20 percent (Table IV. 4).

Land and Water Resources

Ongoing projects from the FFYP are planned for expenditures of 1.2 billion YR
for 1982-86 (Table IV. 5). About half are wadi development projects in the Tihama
Development Authority and half for Wadi Al Jauf, Wadi Bena, construction of small

weirs, and groundwater development.. :

it ,_;..“ ---—a-,——«« -y, --,,( -J-iu-n-—\—t—h Rt ap s _.-.....-‘ »«—~..-«~ PO . .r p—— ..«.1 '-

"~ In"the SFYP two new development pro;ects (Marib Dam and Wadi La a Irrigation
are budgeted for 520,000 YR. Water assessment projects and related land projects
. (108,000 YR).-bring® the _total in the SFYP to 628 000 YR. (Table IV. 5)..

SO SR ..
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for Agriculture by the Yemen Arab Republic

Government
. Base Year f Fifth Year Percentage
Crop Quantity Price Value Quantity Value Change
' (000 Tons) (YR/ton); (000YR) (000 tons) (000YR) %)
Millet 577.9 1750 . 1011.3 679.7 1189.5  17.6
" Sorghum 39.0 2250 °  78.8 42.0 © 94,5 T 7.6
Maize 49.0 1600 f 78.4 79.7 127.7 62.9
Wheat 63.0 2500  157.5 91.0 227.5 44,4
Barley 42.5 1600 - . 67.0 47.3 75.7 11.3
Cotton - 5.0 35000 ‘  17.0 20.8 72.8 - 316.0
Dry vegetables  74.0 3000 o 222.0 8l.4 2464.2 10.0
Sesdme 4.3 4500 ©19.4 5.5 24.8 — 27.9
Tobacco 6.8 8000 53.6 8.7 69.6 29.9
Vegetables 292.0 2100 © o 613.2 417.3 786.3 42.9
Potatoes 120.0 2000 240.0 180.0 360.0 50.0
Fodders 133.0 500 . 66.0 180.0 90.0 30.3
Grapes 80.9 6000 . 425.4 88.6 531.6 25.0
Dates 6.3 4000 25.4 7.0 28.0 11.1
Coffee 3.8 25000 95.0 4.6 115.0 21.0
Coffee husks 2.5 250060 © 62.0 3.0 77.0 21.0
Other 67.0 5000 335.0 70.4 402.0 20.0

TOTAL - - 3577.8 - 4606.7 28.8
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TABLE IV. 3

oroduction Value Targets for Livestock, Forestry,

and Fisheries in the

Second Five Year Plan for Agriculture by the YARG

" Base Year Fifth Year
Type Unit':: ' ‘f}ice - Quantity Value Quantity Value % Change
per unit . (Mil.YR) (Mil.YR) (2)
‘Red meat Ton 29,111 © 20,432 594.8  .25,250 735.1 —  23.6
(Mite mear  Tom. S0 45,000 D L 7,499 .o 3725 . 15,7230 . 7579 . T.L.
"MilK Yon - ..4,000 i 95,000  370.0 129,700 517.7 36.0
‘Eges Millions  0.50 122.4 61.2 191.1 95.6 56.1
“Leather Ton . - .1,125 1 4,720 5.4 6,626 7.5 37.5
??ool ..T_'C.mf"i_“j._:~'-'E;'2,ooo D180 . 3.6 .1,790. . 3.8 .. 5.0
g Total livesto'lck'_’_."'; B 1,427.5 2,067.6 44.9
“Forestry  Thous.toms. 1,270 0 192.0 1,270 192.0 0.0
2 cheries T;,,s 17,000 . 1530 26,761 . " 240.8° 57.47. "

*

vE
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TABLE V. &
Area. and Yield Targets for Crops in the
Second Five Year Plan for Agriculture by the YARG

Area (000 h.a.) Yields (k.g. per h.a.)
Crop Base . 1986 . Change Base 1986 Change
1980/81 | 1980/81
Millet 602.0 59,0 © - 2.0 960 1,152 20.0
Sorghum 78.0 73.0 - - 6.4 500 575 15.0
“uatse 350 42.0 . 20,0 1,600 1,900 30.7
Wheat 63.0 70.0 : 11.1 1,000 1,300 30.0
Barley 46.8 - 45.1 - - 4.0 908 1,050 15.6
Cotton 5.3 16.0 252.0 943 1,300 37.9
 Dry vegetables  74.0 74,0 0.0 1,000 1,100 10.0
Sesame 10.5 1.0 4.3 410 500 22.0
Tobacco 2.1 2.8  10.0 1,100 1,300 18.0
Vegetables 29.0 .32.0 10.0 10,000 13,000 30.0
‘Potatoes 10.0 12.0 . 20.0 12,000 15,000 20.0
‘Fodder 3.8 4.5 18.4 35,000 40,000 14.3
“Dates 10.0 11.0. 100 — — —-
iCoffee’ 8.0 9.0 12,0 3.8 4.6 21.0
Grapes 14.5 17.0  17.2 - - -

Others 12.5 15.0 20,0 - - -

O — ' ———

- “rotaL  1,004.5 1,024 2.0
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ND WATER RESOURCE DEVELOPMENT PROJECTS

SECOND FIVE-YEAR PLAN
(In YRls 1, 000)

Planned  :.

. i -
—-»n.-—.. foed .

Expendicures Toctal
to Expenditures Zscimatad
pec. 31, 1981 1982-86 . Cost
Ougoing pevelopment Projects | T
“Wadl cabid - TDA : 148,278 19,674+ . 167,952
Wadi Rima = TDA . 37,830 187, 478 225,308
" Wadi Mawr - TDA 500 347,266 - 347,766
Wadi Sibam - TDA , 4,651 40, 655 45,106 1/
wadi Rasqan - TDA : 1,138 87,080™ 88,215
Sub-Total - TDA 192,197 682, 153' 876,350
Wwadi Al-Jawf 36,750 178,000 214,730
‘Coustruction of Small Weirs 6,300 250,000 . 256,300
Groundwater Developmenc 7,000 90,000.; 97,000
Wadi Bsana 2,600 35,000 7 37,600
Sub-total _ 52,650 553,000, 605,650
. : .. L , ' T et .
Toral Ongoing Projects § 244,847 1,235,153 1,480,000
Proposed New pevelopment Projects TtEs
Marib Dam ' - 300,000~ 300,000
Wadi La'a Trrigacion - 220,000 . 220,000
Sub-total - 520,000 520,000
water AssessmenC Projects . :
AgrometC Scacions 250 5 000 _ 5,250
Water Resoutrces Survey -— 40, 0ol - 40,000
Studies of New Irrigation We:hods - 3,000 3,000
Sanaa Basin Study -— 325,000 32,000
-, Study, of Réuse of Sewage Water el ’
Sub-co:al : : 250
Rela:ed ‘Land Projects :
Regzscra:xon of Land Ovnersbxp —_
5-;Land Classzixcaqun D -
" ‘%11n:enance of ‘Terraces. ! 2,600
Sub-cotal “;‘,; 2,600
B A Lt e 147 ’697

—77An addxtxonal expendzcute OF -2pP:

4“‘1‘,

Pkl

- ;“ o XW
DevghgpqggEEAu:borxng

LS SISTA,

o -aE:er Secdnd FLVe—Year Plan.,az~c,“u;-

roxlma:aly.YRl
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£ nAuould be reaux*ed
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Agricuitural Marketing

The SFYP includes a number of components with regard to marketing of
agricultural products. New market centers are planned for five urbanm areas
including cold storage facilities. Several market studies are planned on
various commodities as well as a national company to assist in expatriate
market development and assist internally. The Plan calls for a move towards

legislation to extablish quantity and quality standards for food products.

Agriculturai marketing cooperatives ere to be encouraged.

Manpower Development

As of October 1981, the YARG estimated the number of persomnel needed for
major agricultural development projects already im the pipeline to be 47 engi-
neers, 22 surveyors,'329 B. S. 1evelfagriculturalists, and 773 technicians. If
those sent abroad in the 1970's were to returm and work in the Ministry, the B.S.
jevel needs would be satisfied. However, only 38 are presently employed. The
prospect for the nearly 800 technicians needed is even bleaker.

The SFY2 addresses the problem and outlines a needed number for each agri-
cultural speciality It includes 75 engineers, 66 of which are civil and 9 are
mechanical. In the agricultural disciplines, 494 are outlined with nearly half
listed as general agriculture. The Plan calls for 757 agricultural technicians
and 1,427 skilled workers in support roles. Seventy omne expatriate experts are

1isted with a total input of 4,371 man months of time.

Other Major Components

The Plan addresses the needs in‘the areas of agricultural research, and
agricultural. extension although they are not detailed here. The Ministry plans a
building con;t;uction program outside Sanaa for governate offices. The 1980/81
agricultural census is to be completed for additional areas of the country. The
Plan calls.éoz cooperation with the CPO in planning efforts and strengthening of
the planning and statistics division of the Ministry. The development of a Docu-

mentation Center is included.

:oostggmpgrtant assumptigg:mgde_in making recommendations—:ega:ding*
- 5% DRI i _‘_A:,‘.é'wu AT s - .
agricult ‘gféelopment projects, progtams' andjpolicies for the YAR is. that the"

- .‘--xx....«..:,..‘r > ..-.ph-—- R A oy y ERELICLI N SR T WA P

economyyis; 'Mgéngibti oriented free enterptise economﬁ

S 22 St roigtly -t Sl e =
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The YARG prefers to play a catalytic role in agriculture; one void of interference
with free market forces to the greatest extent possible. Unlike a number of other
less developed nations, unequal 1ncome distributions between the rural and urban
population is not a serious problem. " As a result, the goal of economic justice

{s well served by an open competitive economy.
H

There is ample evidence that the Yemenis in general, and Yemeni farmers in
particular, are economically rational and make their production decisions with
relative profitabilities in mind. Further, there are no cultural limitations
in the adoption of new technology. Like any formally educatad farmer in the
developed ecomomics, however, the rate of adoption of a new technoiogy is directly
related to an understanding of the technology and proof of its profitability.

Another assumption made is that opportunities for Yemeni men to work abroad
will decline in the furture. There are several economic factors relevent to the
labor market in the Middle East which tend to reduce the number of Yemeni workers
demanded. Contracts in the neighboring Gulf States are being currently let to
the private sector with monitoring by the govermments. In order to minimize
administrative problems, the contracts are large and include the responsibility
for every phase including financing,'design, and contruction as well as the sub-

sequent manning of the enterprise. There are few local companies capable of

handling these efforts.

Labor costs are a major item in determining the lowest cost bidder or most
efficient contractor. The advantage.has been flowing to the Indian subcontinent
and Far East companies because their labor is cheaper, they have proved capable
of mustering highly efficient work forces, and generally, are meeting project
deadlines. The result is that Arab oigrant workers are lesc heaviiv involved

in the larger-scale components of Middle Eastern development.

A third development is the tendency to subcontract public sector development
projects. Telecommunications, electricity provision, water distillation, roads, -
hospitals, and other public services may be contracted to firms using lower cost

Filipino, Pakistani, or Korean staff:

. - ,—J—,_...'

. - T .
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In general, capltal is relatively plentiful in-most of the Middle Eastern
oil “countries while labor is scarce and Pxpensive. Capital intensive technologyﬁ.

4s. replacing much of the demand for high cost labor. These factors would seem to_
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available in Yemen and to the agricuitural sector. The existing high price for
agricultural labor would be pressured downward -- a result that would lower pro-
duction costs for farmers and thus ipprove the profitability of crops particularly
those that are more labor intenmsive. For the economy as a whole, the reduced
remittances associated with less Yemenis working abroad would have a negative impact
as a consumer demand levels would fall as incomes fall. However, the demand for

food commodities is more price inelastic as compared to nonfood items which lessens

the negative impact on agriculture as a whole.

Such a reduction in the demand for Yemeni emigrant workers would tend to
* reverse the effects reported in the World Bank Agricultural Sector Memorardum of
June 26, 1979 which included:
1. The reduction in area planted with low value crops (mainly cereals),
a reduction of food grain output, and abandonment of marginal land;
2. Intensification of land use, where water resources are available to
substitute high value for low value crops;
The drive towards partial mechanication of production, mainly plowing;
Initiatives by some landowners to alter crop sharing arrangements in
order to retain tenants, aﬁd
5. Greater use of women and children in farm labor than in the past,
particularly in planting, ﬁeeding, harvesting, winnowing, applying

manure, and tending livestock.

In sum, the expected reduction in employment opportunities for Yemenis
outside the country will have a doubly favorable impact for Yemeni farmers.
First, labor costs should decline ana second, the terms of trade for Yemeni
producers of internationally traded agricultural commodities should improve

For the economy as a whole, however,’ the impact would be more negative than

positive.

The agricultural sector is also affected by some of the more subtle but
complex effects of emigration such aé changes in consumer taste patterns
resulting in changing demands for agticultural commodities, problems -—
assoé¢iated with.increased urbanlzation, and problems- of family fragmentation.
The World Bank Report, Manpower Development in the Yemen Arab Republic,i'

- March=27,- 1981,.cuncluded that in che short run, the net effect has probably

been positive, but-that policy measures will be needed to rectify some of the.

S-St

"more adverse consequences that—will.become incrpaninelvtabbaxen==°”e$=time- A

RIS



-13-

~ .-
R ] L -
e eat e s el

. mrr tem setme em e e 0 e

In olanning agricultural develorment projects, programs, and policies for the
second five year plan, the YARG faces a set of physical, econcmic, and institutional
constraints that necessarily restrict production and incame below that which
is desirable. Same of these constraints restrict production and incame during
the period of the SFYP and same constrain production potential one or two de-
cades hence. The choice of maximizing production and income potential in  ~
the short run is politically expedient and socially demanded, however, responsible
planning requires a long run view as well.

Physical and Technical Constraints

Water is perhaps the most important resource constraining agricultural
production in the YAR. While water, from natural rainfall is often adequate for
a cereal grain crop in the uplands areas, it is not dependable on a year-to
year basis. Furthermore, it is usually bimodal in distribution which restricts
crop growth in the middle of the crop season.

Groundwecer is available and the most widely held belief is that recent
large increases in the number of we}ls for withdrawing water has resulted in a

drop in the water table accampanied by increases in salinity. The squrces of
underground water are not well mapped as to where there are only closed aquifers and
where underground supplies are recharged. Without a better understanding of
underground water supplies and the technical and legal capacity to monitor and
requlate their use, this constraint will become more intensified and restricting

as time passes. .

The control and more efficient use of surface water is equally as im-
portant. Cwrrent water rights allow up-wadi farmers to pull off as much water
as they wish which reduces the amount available for farmers further down the

. wadi. The result is a wastage of wcé_tar up=wadi and fewer acres cultivated
down-wadi. The YAR cannot afford such an inefficient use of its water resource.
Dams, diversion structures, étc. are all important ocamponents of a
water resources development program.E All need to be integrated into a cam-
prehensive and intec~ated program or the constraint of the water resource will
not allow advances in agricultural production in the YAR either in a short or
long i time frame.

Closely allied and camplementary to water resources are soil resources.
The vast majority of the ¥AR is rangeland — same 14 million hectares. Only
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planca. zach vear. The condition of the rangeland is important to tne success

of water resource development projects. Unstable rangeland will erode causing
silting problems that will auger against the success of dam and irrigation schemes.
Unstable rangelands in the YAR are commonly thought to have resulted from unwise
grazing practices by livestock owners One view is that the low productivity "of
crop agriculture in the YAR is widely the result of a detenoration in the basic

soil resource. Land use planningfpolicies are in order to protect longer new

production potential.

Economic Constraints

}~'- “ -

Both macro and miero economic factors will comstrain the growth of agri-
cultura output duriug the SFYP urless extraordinary decisions are made by the
YARG to prevent it. '

During the 1970's, the economy prospered primarily because of ever larger
remittances from emigrant Yemeni workers in Middle East 0il producing states.
From 1970-78, the YARG found revenues rising faster than expenditures and a for-
eign exchange reserve that rose te a peak of $1.6 billion.

In the FFYP (1976/77 - 1981/82) the planned frowth rate of real GDP for agri-
culture was 5.5 percent at a compounded annual rate. To date, the real growth
has been nearer 1.0 percent. One major reason is the lack of committment to
agriculture that was pronounced at the beginning of the FFYP. In the first four
years of the FEYP, the agricultural sector has realized only 46 percent of the
fixed investment planned for it while the total economy rzalized 84 percent.
Likewise, agriculture received only about two percent of the government capital
expenditures during this period.

snother indicator of lack of comnittﬂent te the agricultural sector bv the
YARG is the expenditure from current budget. Ia 1976- 77, agriculture receivzd
4.0 million YR. White the amount more than quadrupled to 16.7 million YR by
1979-80, it still represented less than one percent of government current expen-
jtures. The important point is, that during most of the 1970's when the economy
prospered and the government was experiencing surpluses, the public sector took
little responsibility for agriculture s growth and well being. Now, as the
SFYP is being drafted, the government finds itself in a weaker positionm.

The YAR economy began weakening in 1979. The YARG's net surplus position
became negative for the first time in 1979-80. Remittances leveled out and
actually declined in real terms. .The conflict between the two Yemen's in

1979 resulted in an outflow of private funds for safer investment as well as

Py nv--
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higher r2turns offered in financial maraets abrcad. While foreign aid receipts
have increased substantially in the last three years, the YARG's current account
went into deficit in 1979-80 for the first time as did the overall balance of
payments. With remittances predlcted to continue to decline and the Yemenis now
accustomed to a large variety of 1mported consumer goods (including food) whose
value has risen about four times in the past five years, the future prospect of
the public sector assisting agricultural development is bleaker than ever. This
becomes the bottom line on the macro economic constraint to agricultural develop-
ment. Furthermore, declining remitﬁances constrain the ability of the private
sector to fuel investment in agricu;ture.

. During the 1970's micro economic factors slowed down growth in most of the
commodity subsectors in agriculture, The economic forces that fueled the general
econony impacted negatively on farmers' cost of producticn largely through rapid
increases in the farm labor wage rate. While some of the commodity subsectors
made rapid strides in output growth (qat, broilers, grapes, potatoes, tomatoes),
most, including all the cereal grains, lagged behind. Furthermore, the gains in
the broiler subsector, for example, went to a few very large commercial growers
rather than being widely distributed among the rural population.

For the cereal grains which are at the very heart of the subsistence economy
in the YAR, the price of imported grains remain lower than the domestic cost of
production. As a result, the farmers incentive to produce sorghum, millet, or
corn remains a subsistence effort to provide some food for their families and fodder
for their livestock. Cost and return budget estimates estimate the farmers' return
per day of labor input in thé production of cereal grains to be less than the
current wage rate for agricultural labor and far below the return in vegetables,
fruits and qat. While the shift from the lower return grain crops to the higher
value crops favorably impacts on the GDP generated in the agricultural sectort, the
situation does not help a large number of farmers and forces the YARG to rely
heavily on imports of grains both fér human consumption and for animal consumption
(e.g., all poultry feeds used by commercial growers are imported). The bottom line
as to the micro economic forces is ﬂhac producer incentives based on favorable
cost/return relationships for many egricultural commodities (most notably the grain
crops) is lacking. This is expected to persist into the future unless the YARG
adopts stronger policies to assit them in the past. One favorable factor, however,
at the micro farm level, is that labor wage rates will fall as the opportunities
for Yemenis to work abroad_declines:( see previous section IV. 2). Lower costs

-of production that whould result will be a positive force to producers incentives.



con=in~u2 IC constrain agricuitural develcrment in the YaR. The slcwdown 1n

the overall econamy that is now occurring and will likely continue is reflected
in lower remittances, per capita incares, and thus a slowdown in consumer
demand for all goods and services. As imparts slowdown, the YARG will have
less income from duties that now caprise the largest share of government
receipts. Unless the YARG changes' its policies or improves its ability to
extract taxes on remittances and écmestically produced incame, the situation
will worsen and preclude public su:pport to the development of any and all
sectors of the econamy including afgriculture.

Institu}:ional Carstraints

The principal factor constraining the ability of public sector instin
tutions to assist agricultural development is the lack of trained people.

The MAF and the regional agricultural development authorities have a budget
and low salarv structure (relative to the private sector) that limits their
ability to attract, train, and retain personnel. While outside donors have
tripled assistance in the last three years, the lack of counterparts to work
.with expatriates limits-the rate of progress in developing MAF as a strong
motivational force assisting agriculture develomment. The institutional
constraint is most evident in the lack of extension agents to assist fammers
in the adoption of new technology. Except in the Tihama and Southern Uplands
regional develomment authorities, the impact of extensicn educzticn to farmers
is virtually nil. Furthermore, the low level of education of the extension
agents that are working constrain significantly their ability *o influence
agricultural production through farmer education.

The public sector institutions will remain pecor as long as the central
goverrment’s ability to collect tax revenues from private sector remittances
and other incames remains weak. And the positive effects hoped for by influxes
of funds from outside donor agencic:as will be stif led (particularly for the
longer run) as long as public sector institutions remain immature and weak.
Institutionalizing a capacity to service and assist agricultural develooment
within the MAF, for example, is the primary goal of USAID assistance. This
proc&ssisslcdedanddeveloptentéfforts are thwarted as long as the YARG

- is~Firancially weak and persomnel for training and employment are few in number.
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Social Constraints

Social constraints are fewer in number ané generally are probably less
constraining than physical econamic; or institutional factor. Nevertheless,
they are worthy of mention. Of particular note is the fact that wamen play
a major role in agricultural production and marketing of food. Yet, the
Yemeni culture is such that most development projects are oriented to men— _
particularly training programs. To the extent that agricultural production
processes are managed by wamen, it .'LS important that extension education pro-

gramsaredesignedtoreachmnenaswellasmen.
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1, Tagoors To CConsizier in Dlanmninc Proiects, PIOCYENS, A S2LICles

Tor aoricuitural Develomrent

The planning process for proamoting agricultural develcrment is camli-
cated by many factors. All projects and programs camete for the same financial
resources availatle fram goverrment allocations. The social welfare is better
served if scarce resources are allocated in as efficient a manner as possible.
Such an allocation requires a knewledge based planning effort that is cogni- _
zanc of YARG goals and cbjectives to be achieved, the constraints inherent
in the YAR (IV. 3), and the following factors.

General Considerations

For any project, program or policy to be successful, it must have four
attributes. First, it must be socially acceptable. In the YAR, this will _
require it being accepted by the sheiks in the villages. Without a streng
central govenment capable of imposing its will in rural areas, acceptance
bv the local tribal leaders is a necessary prerequisite.

The second requisite is that of being econamically rational. This is
of particular importance in the YAR where a campetitive private enterprise
econany exists. To the extent that projects and programs are econanically
rational, resource use is more efficient and additional private enterprise
resources can be marshaled for agricultural development.

Third is political acceptability. In the YRR, this would seem to
not be a great obstacle as long as village sheiks are consulted and utilized
to support the various projects ard programs.

Lastly is the factor of administrative feasibility. In the YAR,
this may be the most difficult of the four. Institutional constraints
were discussed in IV.3. A weak and undermanned MAF which is already stressed
may not have the capability to administer a program regardless of its potential
to serve the goals of agricultural development.

Time Considerations
Development projects, Programs, ard policies impact on goals and
cbjectives at various times in the future. A fertilize s distribution program
may achieve increases in per hecta:jce vields and hence total production in
one year or less while an integrated program of wadi development may require
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makers that weizns nas=ar by with long range social benefits. In most less developed

nations, shorter term benefits usually receive greater consideration.

Impact Incidence Among Farmers

The YARG makes explicit recognition of assisting subsistence, small scale
farmers in the goals and objectives of the SFYP. In the Yemeni economy, larger
scale commercial farmers are in less need of development assistance. The import-
and point is that programs designed to assist largely subsistence low income
farmers do not, at least in the short runm, make a large impact on the goal of

increasing total production.

Cormodity Emphasis Consideration

When conside.ing programs that relate to increasing the production of a
specific commodity, e.g., a wheat vs corn improvement program or a policy that
impacts on a particular commodity, e.g., and increased import duty on eggs, it
is necessary to consider the price and.income elasticities of demand and the
price elasticity of supply for the commodities in question. This is even more
true in an economy like the YAR where supply and demand factors effectively allocate
factor inputs into production and finished goods into consumption.

While a formal research project would be required to estimate the various
elasticity coefficients, a judgment analysis based on production, income, and
consumption estimates can be made.

The following example in the YAR context is illuscrative. Take the two
grain crops of sorghum and corn. Both provide a grain for human consumption and
fodder for livestock consumption. Given a fixed amount of resources available for
an improvement program, how might they be allocated between the two. Data available
indicates that the area planted to corn has increased in recent years relative to
sorghum. Incomes generally rose during the 1970's and crude consumption data
suggests corn is preferred by consumers over sorghum. It can be hypothesized with
some confidence that corn has a higher income elasticity of demand than sorghum,
i.e., with a one percent increase in consumer income, the percentage rise in commn
consumption yill be greater than the percentage rise in sorghum consumgtion.¢'Wheq.
an income: eI;;;icity coefficient is high, it can be generally concluded that the
price elasticity of demand coefficlent is also high (more elastic). As a result,

lower prices will be required to move larger. quantities into consumpcion

.o ‘..-l*"l e
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increases in the demand for corn over scrghum wiil hold corn prices relatively
higher giving producers more incentive to produce. The point to be made is that,
given a choice, the public sector serves sociecty better in the long run, by giving
assistance to the crop with the higher elasticity coefficients; in this case corm.
The conclusion assumes other facteors are equal. In this case, one of the other

factors is that the fodder value from the two crops is about the same.

Essential Ingredients for Agricultural Development

The widely accepted Mosher paradigm of essential and accelerating ingredients
for agricultural development to move ahead is useful in the YAR context. Given
the basic goals of increased production and its accompanying ccmmercialization
in the agricultural commodi:y subsectors, the Mosher model includes five essential
ingredients: markets, local availability of agricultural inputs, transportation,
a changing technology, and producer incentives. These, of course, are interrelated.
An additional set of five ingredients is listed as accelerators to the agricultural
development process; namely, farmer education, production credit, expanding and
improving the land base, national planning for agricultural develoument, and group
action by farmers.

Most of these ingredients are reflected in the FFYP and the SFYP. They are
repeated here to reemphasize their importance. In the YAR, the most serious limit-

ations are in the area of producer incentives and developing marketing infrastructure.
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1v. 5. Existing Projects, proorams, and Policies

As the SFYP is being drafted, it is useful to review the basic opbjectives
of the FFYP and the general strategy of YARG in meeting those objectives. Quoting
f£rom the FFYP, the basic objectives for the agricultural sector included:

1. Following the path of self-sufficiency in alimentary agricultural
products within econamic 'limits, taking into consideration population increase-
and raising dietaxy standard of the people.

2. Ensuring the requirements of existing and newly constructed industrial
projects for agricultural raw materials. ’

3. Reducing the balance of trade deficit in agricultural products by
reducing the size of imports and increasing the number and size of exports
for the most important agricultural products.

4. Improving the quaiity of agricultural products and increasing their
strains.

5. Spreading vegetation throughout the country, especially fruit trees,
woodland and meadows.

6. Supporting the small producex ma {ally, and seeing that justice
and settlement in agricultural relations are realised.

Th._ general strategy of meeting these cbjectives included:

1. Continuing the construction of leading and executive agricultural
jnstitutions through intensified programmes for training and qualifying required
agricultural manpowexr.

2. Campleting studies, and enlarging the application of comprehensive
rural development principles in order to cover the Yemeni countryside.

3. Carrying ouvt a camprehensive survey for soil and for water resources,
surface and underground water, in order to crganize their exploitation, and their
preserve, on econanic and scientific basis, which will make for the increase
of total irrigated area, and speeding the execution of irrigation projects as
soon as the feasibility and technical studies of these projects are finished.

4. Cavbining agricultural research with the requirement of agricultural
develomrent, where such research would have an applied nature enabling to reach
determined results in the hortest possible period, and to deal mainly with
the factors limiting the production in various areas; and introducing new CIOP,
TG e e

RPNR- Providing justice and stability in relations between CWners and
wariard in agricaleire, and developing formila - for agricultural co-operative
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ocrgonizacions cerzatinzle with the cir—mstances of twhe vereni ocountrvside,
especially, in the sields of borrcwing, marketing and ownership of agricultural
machinery. '

6. Developing agricultural extension in various spheres and enlarging it.

7. Improving the yield per hectare, improving the quality of production,
varying agricultural Crops, reaching accelerated rate of growth in the field
of afforestation and fruit trees, and checking the expansion of Qat Treef. -
Drawing clear policies for developing the productivity of main crops wh:.ch are
characterised by great econamic importance and, powerful effect on the dietary
standard and the balance of trade. .

8. Realising quick development in animal husbandry production, and

fishing wealth through the expansion of veterinary care, providing fodders,
improving stock, starting the exploitation of fishing wealth on an econamic
abais and, improving old time fishing technique.

9. Constructing roads and transportation capacity necessary for mov:.ng
agricultural crops. :

10. Providing the storing capacity for crops in order to meet out-of
season. demand for grains and fodders, and to face drought years. '

11. Putting a plan for agricultural credit where it can serve the govern-
ment policy of developing agncultural and animal production, supporting agri-
cultural co-cperation, ravising the rate of interest on agricultural loans,
and spreading agricultural credit bank services to cover Yemeni agricultural
areas gradually.

12. Carrying out studies on prices, marketing and taxes, and shaping
proper policies to serve the aims of developing agricultural production,
attaining sccizl justice and check_ng the drain of migration from the country-
side into towns and outside the Republic.

13. Speeding the execution of agricultural census, trainirg the necessary
statisticians, taking benefit of thé new methods for developing statistical
technique and forcasting, in in order to help taking econamics on a sound basis.

14. Takmg into consideration agricultural develomment plans in neigh-
bouring countries and coordinating planm.ng, trade inter-relations, specialisa-
tion of products and the problems oF boundary areas in connection with production
and marketing.

The specifics of the plan included the launching of 42 projects under
eight classifications as follows:

1. Plant Productlon (14 projects)
| Introductlon of hybr:.d sads, deyelo;mant of coffee product:.on

-\,...r ,._-:.., ~ PR
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extension, central agricultural research center, Dhamar agricultural develoorent
center, and El Batna develomment center.
2. Rural Development Projects ( 6 projects)
Southern Uplands, Rada, Al Boun, Khowlan, Hajjah, and Al Mahweet.
3. Meat Production Projects ;( 4 projects)
Poultry production, poultry training, veterinary services,
livestock processing and credit. ' .
4. Iand and Water Resources Projects (5 projects)
wadi Al-Jawf Development,. construction of small dams, terrace
maintenance, underground water development, and agricultural meteorology
5. Fisheries (7 projects) '
Fisheries planning and surveys
6. Support to Ministry of Agriculture (2 projects)
Advisory support team, agricultural statistics.
7. Agricultural Mechanization (1 project)
UK Taiz Center
8. Tihama Development (3 projects)
In the FFYP, the estimated project cost for the 42 projects was
1,392,294,000 YR, As of PemEnber 31, 1981, totdl ependitires has amounted———"
to only 65 percent of that estimated or 528,239,000 YR. Expendiutres for the

been 150 percent of that planned while in the ficheries area, only six per-
cent of tchat planned had been expended. Three of the rural development
projects (Khowlan, Hajjah, and Al-Malweet) had received virtually no support.
Thus, there was wide variation in funds use among the projects planned. of
the funds actually expended by the end of 1981, a percentage breakdown would
be as follows: '

Percent
Meat Production Projects : 22
Tihama Development ' 21
Rural Development Projects 19
Land and Water Resources ’ 17
plant Production Projects 15
Ministry of Agriculture Support 4
Agricultural Mechanization : 1
Fisheries ; 1

Total 100
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i suTTar ives sTTe nekitn of the rriorities assigmed <O develozwant
orojects in agriculture by =he YARG in the first four years of the plan.
Various degrees of success resulted from projects implemented under

the FFYP. The following summary highlights same of the more important.

r

- Crops
In the crop subsectors, the planned output targets were not achieved
except for fruits, including grapes. Increase were planned for all crop
subsectors, but absolute decreases were experienced for sorghum, millet,
parley, and cotton (Table IV.6).
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Table IV. 6.

Planned and Achieved Crop Production Increases for the
Yemen Arab Republic Under the First Five Year Plan.

Crop Base Year Fifth Year 1980/81 Percentage Increase
(1975/76) Planned Achieved Planned Achieved
o : 1,000 tons Percent ——
.Sorginm - and millet 785 1,042 646 + 32.7 -17.7
Maize 35 110 49 +214.3 +40.0
Wheat 62 128 65 +106.5 + 4.8
Barley 58 83 48 + 43.1 =17.2
All cereals 940 1,363 808 + 45.0 -14.0
pulses 76 105 84 +38.2  +10.5
Vegetables 183 705 261 +285.2 242.6
Potatoes: 76 306 131 +373.7 +72.4
F:uitséfincluding grapes 107 142 144 + 32.7 +34.6
Coffee: 3.4 4 3.6 + 17.6 + 5.9-
Cottan .. 13.5 32 5.0 +137.0 ~-63.0
Tobacco:-! 5.6 8 7.0 +42.9 +25.0
5.5 1 6.0 +100.0 + 9.1
1,662 N.A. 1,813 N.A. =9.1

1/ Iﬁ;?Rls million at constant 1975/76 producer prices from CFO National Accounts
Data.

Source: First Five-Year Plan Document and Ministry of Agriculture.
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Livestock and Poultrv

The specific objectives related.to moving towards self sufficiency in animal
products was to be reached through increasing the stock of cattle, sheep, goats,
and soultry and by increasing the productivity of the animals. This would serve
the goal of increased incames for animal producers by reducing the cost of pro-
duction and organized marketing. :

The Livestock Processing and Credit Project of the FFYP would be cons:.de.red
a success. Production was st.mulate@ largely through an improved marketing system
and the constiuction of slaughterhouses. This project was camplemented by the
successful Veterinary Services Project which operates three programs: (1) a
livestock training center in which 65 Veterinary Assistants were trained and
which now graduates 20 perscns a year, (2) veterinary subcenters where farmers
can get treatment for their animals, and (3) a diagnostic laboratory in Sanaa.
Both of these efforts are to continue in the SFYP.

Manpower Development

ThelackoftraﬁmdperSOIISisv}eJlacceptedasakeyconstrainttopro-
‘moting agricultural development in the YAR. With World Bank and USAID assistance,
three secondary schools are being estzblished; (1) the Ibb Agricultural. Secondary
‘School (opened September 1979), (2) Surdud Agricultural Secondary Sctool (to
‘open September 1981), and (3) the Sanaa Livestock Secondary School (construction
.scheduled for campletion March/April 1982). The Ibb Scheol has a designed capa-
city for 270 students, i.e., 90 studénts entering each year for a three year course
‘of study. Actual enrollment was 55 *‘c.ne first year and 23 the second year —

. considerably short of expectations but a major step towards assisting the manpower
E.needs of agriculture. : ;

In-service training within the MAF under the FFYP has been largely unsuccessful.
'Ihe identifying of counterparts for the donor assisted technical assistance projects
u:\.n agriculture has been slow. Spec:al:.zed on-the-jcb training of technical level
;perscmel on three separate px'ojects has achieved better results. These include
i the Wadi Zabid Extens:.cm Agent tram.mg ' the Central Agricultural Research Center
.,,ttra.l.ru.ng of exte‘;_n_‘siqn agents to se.rve an the Scuthern Uplands Development project
and the UK Veten.nary Services Pro:ect P e
’ DunngthefﬂP,theYARGdldmadmmblejoborldenufymgmﬁsendlng
3cand.1dates Zor muversn.ty degree tra.mmg abroad. 'For the seven years 1974/75
“through 1980/81, a tot.al of 748 students were sent abroad nnst for the four
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returning gracuzztes e
stems from low salary and manafits rslative to other branches of the YARG and private
industry. Unless this oroblem is directly addressed, it will persist and continue to

ccnstrain manpower develcurent and hence agricultural develomment.

2 Seined the MAF In the cast five years. The basic prcblem
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The record fcr shert term training is one . falling way below target. Of
a total of 2,157 man-months avalla.ole for short term training abroad, only 873
(40 percent) were actually mlc—mantea The basic reason was due to the shortage
of Yemeni staff qualified to beneflt

Agricﬁltural Extension

Excepting the evtension camponents of the Southern Uplands and: the Tihama
Develomment Authority orojects, the progress in reaching fammers during the FFYP
was virtually nii. The initiation of extension services was a cornerstone in
the FFYP by the YAFG tO develop the agricultural sector. HBowever, only three
extension centers out of a planned 44 were established. Constraints include .
the lack of facilities, the lack of budgetary support, and the 1ow remmeration
for extension staff. On the last point, over half of the agem:s J.mt:x.ally rec-
ruited an the SCURDP have left the se;v:.ce. At Taiz and Zab:.d, of 249 students

igiver. ore-service training, only 131 were still on the job as“_o'f August 1981l.

Agricultural Research

Agricultural research in Yemen was assisted from 1970-78 by an FAO-UNDP
program. A second phase executed by’ the World Bank as part of a UNDP Project
exter;ds assistance through 1982. A Central Agricultural Research Station (CARS)
was established at Taiz to (1) conduct a research program gea::ed toward the
agricultural problems of the Southern Uplands; (2) advise the MAF on a national
research program, (3) provide fadljties equipment, and expatnate assistance for a
study of ‘the country's various resea:cch programs, and (4) prcV:Lde for training
of the necessary extension agents under the regional rural develo;ment projects.

gncmltural research progress m the YAR is constrained by “the lack of
Yemeni comterparts, lack of sultabWe farms or facilities, :_nadequate operating
funds,- and absence of research coordination.  However, @%‘FWWE, improved
agrormuctpractlces were tested and made available to famers*paé_dz.tlonally,
there we:ereleases of sare ‘new ha.gh-v:l.eld::.ng varieties of whe.at,:rmalze, sorghum,

Yoo Vs
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water Resources Development

Tre FFYP included 11 major wadi development projects. Additienally, water
resource investigation projects, constructiorn of small dams, and well drilling were
contained. The camletion records shows the major works finished on one wadi and
works started on three more. There was very little activity on small dam construction.
Of 100 diversion weirs on wadis, only 11 were camleted. A major well drilling
project was campleted in Wadi Mawr but most of the well digging was carried out
by the private sector. of the two wate.: assessment projects camenced with out-
side donor assistance, neither progressed satisfactarily according to the donors.
The relatively low success record on water resource development projects in the
FFYP was in spite of significant cost overruns. on scme projects. Clearly, the
SFYP must address this important area. in a more organiz.d and thorough manner.

Other Project 2Zreas

Other spheres included in the FFYP included plant- protectlon, maintenance of
terraces and walls, fertilization, agna:ltural rrecham.zat.mn, fodders, and
fisheries. The German assisted Plant Protection Center ‘(Shoub, Famm), is making
progress in conducting plant pmtectlcm research trials and preparation. for
farmer demonstraticns in plant protection. Until a national extension service is
ostablished, the Center's goal cannot be fully reached. The other project areas
achieved limited successes in the FFYP and are addressed further in the SFYP.

Role of Donor Agencies

Outside donor assistance to agncultu.ral develorment in Yemen has tripled
in recent years provided by the Umted Natian's Development Program, the World
Bank, and a number of nations mcludmg the Netherlands, United States, West
Germany, the United Kingdam, and SaudJ. Arabia. About t:no thirds of the budseted
funding for the agricultural develoment projects cut]_med by YARG in the FFYP
wereprcndedbyoutsn.dedomrs 'mesedcmors, for then'osfpart are planning
to continue assistance for the fortﬂ'mmng SFyp. To reach the goals and obj-
ectives of the SFYP will necess:Ltate close working relauonshlps between the
YARG and the-donors. - Dur:mgtheFFIPsane pmjectgoai%werethwartedby the

't~.‘1 -
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IvV. 6. Analysis of Projects, Programs, and Policies

The analytical method used here is omne of building and impact matrix that
relates projects, programs, and policies (means) to goals and objectives (ends).
The analyses is qualitative in nature relying heavily on judgment.

Manpower development and the development of agricultural institutions
are summarized in the first table matrix (Table IV. 7). Programs and policieg,
for land and water resources, marketing, agricultural inputs and price, income,

and trade policies are presented in addditional table matrices (Table IV. 8).

Manpower and Institutional Development

Institutional development 1s a necessary requisite for developing the agri-
culture of the YAR. The major institution is a government ministry to plan,
administef,.coordinate. and implemént prd}ects, programs, and policies relating
to agriculture. Others include agricultural research, extension, educationm, and
credit. Institutlons are only as streng as their personnel and budget. If an
institutiou is to develop successfully, it must be simultaneously accompanied
by a manpower development plan. And a manpower development plan as a personnel
* input delivery system to the institution cannot succeed without an incentive system

to adequately reward those employed in the institution.

The tripartite institutional foundation of agricultural education,
extension and research is cormonly accepted as the basis for serving the
agricultural ecomomy. All require 51multaneous effort and funds allocation
decisions among them are most dlfflculc. Since the results of agricultural
research can be more easily "imporcted” in the form of agricultural inputs
and eipatriates can carry on adsptive type research, the research institu-
tions initially need less relat%ve emphasis than extension and educatiom.
For education at levels bevond bigh school, students can be sent abroad.

In chis regard, the FFYP was cofrect in emphasizing vocational-technical
schools at the secondary level rather than immediately launching into 2
unlversity development program. E The development of agricultural extension
serv%sii*?eserve a high prlority from the beglnning Because of language

-

and culture, it is impossible for expatriates to assist as agents to farmers.

,.-.--'a- S

Ag:iculcural Extension

The objectives included in the matrix.(?able.Ilfiz)_foz.agricultural .c .
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Tmpact Matrix Relating Projects, Programs, and Policles to Goa

Projects, Programs, Policies

Establish national research autﬁority - MAF
Establish regional research stations
Emphasize basic research

Emphasize applied research

Initiate farming systems research approach

Establish national extension service
Extablish extension offices in each governate
Adaopt training and visit extension methods
Condurt on farm demonstrations

Broadcast information to farmers by radio
Develop Information tapes w/cassette players

Extenslon training schools - Zabid, Surdud
In service training for extension agents
Send students abroad for training

VoAg Technical Schools - 1bb : -
Livestock tralning school - Sanaa

Tuservice training for research technicians
Tmplement trainee recruitment program

Adopt system for salary supplements

Write job descriptions for all positions
Provide housing for field employees

Adopl incentives for educational upgrading
Walve military service for returning grads

Strenpthen agricultural statistics unit
Conduct national agrimltural census

Provide marketing and price information
Develop area sampling frame of farmers
National planning for agricultural developme*t
Establish Documentation Center in the MAF
Establish Facuity of Agriculture at Sanaa u

Provide capital stock fdnding for Ag. Credit Bank

+Nirece impact
.Indirect lmpact

TABLE 1IV. 7.

1s and Objectives for Agricultural Institutions
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TABLE 1IV. 7 (cont.)
Impact Matrix Relating Projects, Programs, and Policles to Goals and Objectives for Agricultural Institutions

Prejects, Programs, Policles Goals and Objectives
T  { v
Agricultural Extension Service -
Trained Increased Develoup Disseminate Trained Upgrade
extension farmer extension extension extension extenglon ens
speclalists|contacts information|information agents workers pers fine

Establish national research authority - MAF . ;
Establish regional research stations |
Emphasize baslc research . i |
Emphasize applied research .

Inttiate farming systems research approach

<+
+
<+

Establish national extension service

Establish extension offices 1n each governate + +

Adopt training and visit extension methods + + +

Conductl on farm demonstrations + + +

Broadcast information to farmers by radio ! + +

Develop information tapes w/cassette players + + +

Extension training schools - Zabld, Surdud + +
In scervice training for extension agents . + + + Bk ¢
Send students abroad for training + o
VoAg Techinical Schools - Ibb + +
Livestock training school - Sanaa e ’ ’ ‘ 1+ " 3
Inservice training for research technicians '
Implement trainee recruitment program +

Adopt svstem for salary supplenerits

Write job descriptions for all positions

Provide housing for field employees

Adopt iuncentives for educational upgrading

Waive military service for returning grads. + . . +

Strenpthen agricultural statistics unit

Conduct national agricultural census .

Frovide marketing and price information +

Develop area sampling frame of farmers
National planning for agricultural development
Establish Documentation Center in the MAF +
Establish Faculty of Agriculture at Sanaa U ) ’

Provide capital stock finding for Ag. Credit Brnk +

+ Divect impact
Tndirect impact
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extension include:
1. Trained extension agents

2. Trained extension specialists

3. Upgrading extension workers through in-service training - formal and
informal.
4, Development of information packages for extension agents regarding

the use of agricultural technology.
5. Disseminate extension information to farmers.
6. Increase the number of farmers contacted by extemsion agents.

7. Increase capability to retain extension personne.

The impact points for . these objectives from various projects,
programs, and policias are illustrated in the matrix of Table IVv.7. As
would be expected, most impacts originate}from programs related to agri-

cultural extension and manpower development.
A difficult choice in the SFYP 1is wﬁetner to use the funds allocated

to agricultural extension to cxtend service .to a wider number of farmers
lqﬁ.: =
in more govermates or concentrate on fewe farmers in more depth The

FFYP concentrated on farmers in the Soathern,Uplands Rural Development and
e AL “"n
Tihama Development Authority areas. The-YARG has sound political reasons

o\'-C

for introducing extension services to more parts of the nation, yet to do
so will reduce significantly the positive effects of a concentrated effort.
Extension programs are successful only if Lhe farmers contacted accept and

get well acquainted with the agent. Ideally, for the YAR, an agent would

- .IL

be assigned to no more than 200 farmers.'~As of August 1981, only 135

\h‘v, .

agents were in service for the entire country

The following recommendations are made regarding agricultural

Ll
e
0

ENE

extension services.

1. Of highest priority is an agent recruitment, training, and re-

tention program for both men and women. &éts components include the operation
b
of the extension training centers at capacity, an in-service training program
tied to an incentive structure that speéf%ies salary and benefits to be
alized upon successful completion of anaadditional educational degree

level or certificate program, and adoptiknrigg aNuniform salary scale and
supplements for agents. ‘ %¢f :
%d. e;.or extension workers in the

. The maintenance of a higher salary
regionalﬁdevelopment authorities will undhrming%the establishment of a oy
nationwide extension servicez‘ It createsaA rale problems and tends to~. '
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2. A second Priority program is the creation of extension educational
materials for agents to use, Putting information on tape for plavback with
cassetce type players operated by batteries would Seem to be a way to reach
farmers. Women, in particular, could gain information thart could not be
arcessed through a male extension agent. Tapes could be Passed among village
farmers. Playing units could be supplied to groups not owning one. Radio -
broadecast Programs are also recommended.

3. The creation of a national extension service is a worthy pProgram
and should be gradually pursued. It is recommended that efforcs should be
concentrated enough to assure acceptability and effectiveness to a target
group of farmers. The training and visit methodology for extension education
that has been successful in other develovping economies should be given serious

consideration.

In order to move towards the establishment of a national extension Service,
the Extension Directorate in the Ministry must »e strenzthened with additional
professional level officers to function as extension methods specialists,
training officers, and information specialists. Also required will be the
opening of an extension jffice in each of the governates with a cadre of pro-
fessional personnel to backstop the field agents. Each of the provincial office
specialists should have training in a particular discipline such as crop

science. Each office would also need ap extensicn methods Specialist.

4. The effectiveness of extension agents 1is greatly enhanced by a
cadre of specialists to backstop agent inquiries in technical
specialty areas. The agent, in most cases, is a generalist and can never
be expected to give farmers answers to every question. It is recommended
that, to the extent personnel became available, that B.S. level graduates
%2 sent abroad for graduate level training in the wvarious agricultural
¢isciplines, and in extension methods. Returning graduates should be
exempted from military service and be under a firm committment to give a
designated service time to the Ministry.

5. For maximum effectiveness, agricultural research and extension
personnel must work in harmony together. 1In the section to follow, a
recommendation is made that a farming systems approach be utilized. Such
& approach requires a team effort among researchers and agents at the

arm level.
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Agricultural Research

In the matrix (Table IV. 7,, three objectives are outlined for the

agricultural research institution.

1. Increase research output of use in the YAR.
2. Increase the number of trained persons to work in research centers

3. Increase capability to Tetain research center staff.

The two most difficult choices to be made by the YARG for the SFYP
is first, whether to strengthen the Central Agricultural Research Station

at Taiz or build additional ones, and second, what share of the research

should be of the basic type and the applied type.

The following recommendations are made: ‘

1, Assure that an administrative structure evolves that will coordinate
agricultural research efforts for the whole country. Research 1s costly
and duplicative efforts must be avoided. A national research coordinating
organization is recommended for the Ministry. | __ _ ’;%;;P"______"n‘_.

2. Send trainees abroad for graduate level degrees to, the degree
suitable candidates are identified. Waive the obligatory military service
for returning graduates and require a designated period of service to the
Ministry.

3. Move slowly 1in building new research stations. Eventually, a
research station is needed for each of the major agro—ecological zones

but the CARS should be assured funds for successful operation before opening

new stations. :
4. Tt is strongly recommended that a farming systems research
methodology be employed in Eesighing and carrying out agriCultural research.
This rather new approach is being utilized in other developiné economies

precisely for the same reason it is recommended here; 1i. e.,=there is a

dearth of information about Yemeni farmers. The approach begins with an

in-depth inquiry at the farmer-household level. Then research‘prOJects are

e

designed - many of which can be carried out on farmers' fields. The

approach requires the cooperation of extension agents and the end results

La:e information packages of more‘BGCo farmers. Such an. eff”ﬁt could be

‘,the CARS station at Taiz and service a wideﬂarea“

- . - . . -y e ....,.,.-:-
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Manpower Development and Agricultural Education

e A

-¢%. . Manpower:development as a integral part of insitutional?deyelopmenr
€ s
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Manpower development is defined here only in the context of aéricultural
institutions. The components include training institutions such as the Ibb
Vocational Secondary School, in-service training, sending students abroad,
and personnel policies that give adequate rewards with inherent incentive
structures for persons to advance in the system. The matrix in Table IV.7
illuscrates the importance of these components.

The recommendations with regard to agricultural education and manpowes
development are as follows:

1. Operate the vocational agriculture secondary schools and the
extension training centers that now exist or are under comstruction to
their fullest capacity. Delay opening new schools until the present omnes
are operating at capacity. Institute a uniform structure for student
stipends and benefits (in concert with the Ministry of Education) for
each level of trainees.

2. Identify and send abroad for training as many trainees as are
suicable and bind them effectively to a contract that assures their return
for service to the Ministry for some designated period of time. Waive the
military service requirement for those successfully completing & B.S. or
advanced degree, abroad.

A further incentive for completing training and service to the Ministry
might be that failure to complete their contract would automatically re-quire
them to complete military service.

3. Establish a uniform salary and benefits structure equivalent to
or above (if possible) other ministries. Write job descriptioms for each
Ministry position. Give opportunities for salary 2dvancement for merit,
and additional educational programs completed. Consider a system for
providing housing and transport to field employees. Support staff with
adequate operational budgets. Transport for extension agents and supplies
for researchers are examples. Other developing economies have experienced
failure in extension and research efforts because only salary monies were
budgeted. o

4, In cooperation with the Ministry of tducation, lay the groundwork
for establishing a Faculty of Agriculture at Sanaa University.

~Ministry-of Agriculture - --— "= — n e

-. Implementing the program and.- polieies alread

p—— B ey

research, extension, education, and manpower development wil . 2

BRSO 'r"', L 5

build the MAF into 2 stronger institution and thus a catalytic»f01ce‘inu~

agricultural development. It is recommended thatq:ndnuons atf"nti be

Py ‘-—.
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~given to the organizational structnre.:

“not‘require a-new: department.ihi'hefninis" S
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but one to be astutely avoided. ‘Without attention to maintaining an effi-
cient organizational structure, the organization will tend towards too

many administrative positions, communications Gifficulties increase and
programs become mired. Of present concern should be the operation of the
regional development authorities.'vlth their Directors reporting directly

to the Minister and the programs under their authority involving the

various areas under the Ministry, "how can the Divisions build into functioning
units? This is just omne of several examples that are relevant to the current

administrative organization in the MAF.

Agricultural Credit
The establishment of the Agricultural Credit Bank during the FEFYP was

a major accomplishment. It is recommended that its policies be turned to
servicing the small scale farmer in addition to large scale farmers and

the agribusiness industries. Its policy of sometimes taking equity positions
in agribusinesses is questionable. Interest rates charged to all borrowers
should reflect the actual cost of making the loan. The YARG should not

need to budget for amnual funds input to the Bank. The opening of addi-
tional branches will permit the Bank to reach more farmers.

The Bank's policy of providing loans in kind rather than cash signi-
ficantly increases its cost of operation. At some point in time, even
perhaps now, private sector businessmen will likely be able to distribute
inputs at less cost. 1f the Bank is reluctant to loan cash to farmers,
perhaps they could be given credit vouchers for agricultural inputs to
present to businessmen. The businessmen could then redeem the money by
presenting the vouchers to the Bank.

The Bank's policy of prov1ding technical advice and assisting applicants
in preparing feesibllity studies - for new agribusiness ventures is commended.

That cost, however, must .be covered by the interest cost charged.

Other Programs
There are several other programs that indirectly relate to the success

of agricultural institutions. They are listed below and are thought to be

of equal priority.
1. . Strengthen agrlcultural statistics unit in the Division of Planning

i

and Stat{Etics, MAF“"’ e o .
2.\ ,Strengthen agricultural planning unit in the Division of Planning

(r\.

and StatiStics, HAF;:



3. Develop an area sampling fvame and comluIToE Z2nE S o0 aLTLraiTRTe
4, Establist. a Documentation Center to secvica the rrafasziznal

staff needs in the MAF.
5. Provide marketing and price information to farmers and agribus-

inessmen on a regular basis.

Land and Water Resources

Programs and policies in land and water resources impact on all of the
objectives listed under farming for all crop-subsectors and livesto:zk subsectors
excepting poultry. (see Table IV. 8). Likewise, they impact on the total
agricultural sector and indirectly on the national economy.

Before discussing any specifics with regard to land and water resources,
it is well to remember that over 80 percent of the cultivated land in the YAR
receives water from natural rainfall. ~In a general sensz, this would suggest
that this water deserves more attention than does the development of zround
water sources.

In the land and water resources area, it is critical that certain policies
be implemented first i1f subsequent projects are to yield favorable results. A
prime example is a program to dig wells. To the extent water is found and used
by farmers, there is a short Tun positive impact on nearly «ll the obJectlves from
crop yields through net farm income. However, if the well is drawing from an
aquifer that is not being recharged, the benefits will beccme less anl less as
time passes and eventually turn negative. If the underground aauifer had been
mapped prior to well drilling and a policy were in place rezarding the use of

- ey

groundwater, the water resource could have been minuze2d for oz oot annIET TUD
period oi benefits. Tndiscriminate drilling of il It Lo
without public law control is thought to be already causing seviou: nrosizms in
much of the councry. Therefore, an indirect unfavorable impac:t is alas ilsted
in the matrix under the program of digzing wells ‘Taale IV. 2%,

The soil resources are also important to the long run abilitvy ci the nation
to provide increased amounts of food and fiber that will be required as the
population grows and incomes rise. The vast rangelands are delicate and require
careful management if the soil is conserved and forage feeds are to be available
for livestock. Land policies are interrelated with water resources polizy. The
benefits from small dams are short lived if the soil is unstable in the catch-

paboied

,ment basin ‘area. Erosiom will occur and the dam will acquire ever greater

qugqtitigs of silt. The result is a two fold loss.



~38-
Ir the F7YP, azriculcural amechanizaticop wis iavaiilel 2o fie .o
with the existing high cost of labor, the substicuticn of capical for labor would
appear to have merit. However, deep plowing of certain soils in the country
would undoubtedly worsen the erosion rate. Once again, as with the digging of
wells, a prior policy is needed in order for an action program to deliver benefits
in both the short and long run.

In the land and water resources development area, the following recommendations

are made: .

1. Assess the nature of underground water resources prior to any well digging
program. :

2. Establish a regulatory aéency to monitor the digging of wells and the
withdrawal of ground water. )

3. Change the water rights laws that permit up-wadi farmers to withdraw
unlimited gquantities of water. Inithe wadi development projects, and dam constructiocn
projects irrigation districts with a farmer owned governing organization should
be created to develop water policies, make charges, collect revenues, and keep
dam and other capital structures well maintained.

4. Survey the ground water and classify the soils in the cultivated areas
first and then the adjacent rangelénds in order to recommend prudent conservation
policies. :

5. Establish an organization for recording agricultural land ownership.

6. Continue major construction projects in integrated wadi development
and water diversion weirs construction that are currently funded.

7. Assure that technical and economic feasibility studies precede the

launching of additional dam construction and wadi development projects.

8. Continue efforts to rebuild and maintain cerrazes inc.raing 2 sudsildy
program.
9. Implement a policy to confrol livestock arazine or =s=ws arls,

Agricultural Inputs

The import and sale of improvea seeds, fertilizers, pesticides, and machinery
is presently handled by the private'sector and the Agricultural Credit Bank. In
the case of fertilizer, most is imported and distributed by the Bank. Demand for
inputs will increase rapidly if othér agricultural development projects and
policies are successful in stimulating production.

It 1s recommended that the import and sale of inputs be left to the private
secﬁor. The government can assist by providing information on the estimated use

of inputs by farmers and to regulate the use of pesticides for safety reasons.
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Iraining of applizator

duty policies are discussed in the next section.

Marketing

Except for government regulations on marketing margins that can be tezken by
importers, wholesalers, and retailers of imported foods, and a limited amount of
‘participation in marketing of products by the Agricultural Credit Bank, the YARG
has left the development of market infrastructure and the carrying on of market
activities to the private sector. :For the most part, this has been wise as the
private sector has done an outstanéins job of moving food to the consumer. Tra-

ditional periodic markets still service villages in rural areas and daily markets
exist in the larger cities. The ability of the private sector to get a difficult
marketing job done is illustrated Qich gat, a highly perishable product. However,
there are a number of policies and programs that the public sector should consider
to facilitate greater commercializétion of grain crops, and recuce the marketing
costs for induscrial crops, fruics; vegetables, and livestock produccs (Table IV.
9). In that regard, the following recommendations are made:

1. Establish a capability in the Ministry to collect and disseminate price

and marketing information data.

2. Begin study of a plan to ‘establish a regulatory agency Lo move towards
developing and enforcing quanticy and quality standards for food products moving
in marketing channels. A particular example is the need to establish the sale of
broilers om a weight basis rather than unit basis.

3. Construct phvsical market facilities in town and cities for lease bhack
ir cost to businessmen selling food products.

4. Provide subsidized loans ,to private businessmen for the comstruc:zion of

agricultural processing plants and jstorage facilicies.

Vs -
7 ahlisnment N oany

e agra

o

5. Studv thoroughly and move very slowly towards
National Marketing Board type organization. 1In a basicallv free enterprise economy,
such organizations are more than likely to stifle agriculcural development for

the longer run. They can, howevar, assist in export market development and imple-

mentation.
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Incidences

AGRICULTURAL INPUTS
availability
Use by farmers

FARMING
Crop yields
Crop area planted
Use of improved seeds
Use of fertilizer
Use of pesticides
Livestock production
Production costs
Farmer net income
Quantityv crops marketed
Quantity livestock "
Irrigation Water available
Soil resource counservation
Multicropping potential

MARKETING, FOOD PROCESSING,
FOOD DISTRIBUTION
Infrascructure development
Quantities moving in channel
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Marketing costs
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xer information
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NATIONAL ECONOMY
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Balance of payments
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. :7w 13 a wide arrav of pri:ce, rrade, and income policizs svasinnsly oo
the YARG to give incentves to the private enterprise economy of the YAR that
will accelerate the pace of agricultural development. The major clessifi-
cations include import duties and eﬁbargoes, commodity price supports, input

subsidies, currency devaluation, and direct income subsidies.

Import Duties

Import duties tend to raise the price of imported products to YAR based
consumers. Duties are a relatively ;ow cost way for the YARG to tax and receive
revenues. Indeed, these revenues geherate the largest share of YARG current
income. The existing import duty structure was presented in Table II. 13.

Other than for fresh vegetables (107.percent), duties are generally in the
17-32 percent bracket except for wheat, wheat flour;-and powdered milk on
which there is no duty at all.

Theoretically, in free enterpriée economy, an increase in duties tend to
increase internal price levels at all points in the marketing channel includ-
ing the price domestic producers are able to receive. This presumably increases
the return side of the farmers cost-return relationship for the commodity on
which the duty is placed and give the farmer a greater incentive to produce.

In the YFmeni context, the desired effect is thwarted to a degree since the
prices of cereal grains, for example, are already significantly higher for

domestically grown grain than for imported grain. Mosr reports speak to the
strong desire the Yemenis have for domestically grown food. Evidently, this

desire is strong enough to allow domestically grown products to com mand higher

PPV T

orices. Tzreal grainms, Lroilars. ezps, almonds, brnev, and nncor e 2
To the extent this situation persisté, an increase in import ducies will nave
less tian the desired effect on ;rodécer incentive for Yemeni [irmev:

A second constraining factor isithe effect of incréased durizs an the
amount of the good that will be smuggled into the country. Smuggiing aot only
defeats the basic purpose of providiég producer incentives but aiso deprives
the government of desperately reededtax revenues. The duty elasticicy of
smuggling coefficients are unknown, éut it can be safely hypothesized that
they are higher for goods that are of higher general Yalue per unit, easily
transported, non-perishzble, and areiless bulky. Grains are bulky and more

~costly to transport—over~iand but have less perishability. Livestock products,
¢on the other hanﬁ""have relatively high values.per:/unit but are perishable.
T "Unlike soméfothe: developing ec0nomies, the YAR does not have a serious
unequal distribution of incomes. As‘a result, lncreases in the price of
food' while Bocially undesirable have a lesse. tendency to cause major Te-

‘rpercussionéraﬁo g the populace in thé formléf public outcry condeming the

L anan i
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zovarnmei'? cameinually nASied o - esl.laeine 2] rassing import duties on
imported food products == particularly those that have higher income elasticity
of demand coerfficients such as srozen meats, eggs, and fresh citrus fruit.
Furthermore —--- it 1is suggested tnat a duty be considered for wheat, wheat
flour, and corm.

Import duties on agricultural inputs raised different set of problems.
To stimulate Yemeni egg production by commercial growers, a low or Zero duty
on baby chicks and poultry feeds is desirable since it decreases the cost
of production enhancing the producers cost-return relationship. On the other
hand, Yemeni grain producers will have less incentive to produce thereby
extending the period when poultry growers can utilize Yemeni grown grains
for building their feed ratioms for laying hens.

With regard tc fertilizers, pest1c1des, and improved seeds, it would
seem a no duty policy Is merized. It is inportant to stimulate the use of
these newer techmology inputs in order to increase vields per hectare and
total production. A more careful assessment should be made for tractors and
other types of labor saving machlnery It is suggested that a graduated
duty be imposed on tractors == the duty level increasing with the size (horse-
power) of the tractor. Small threshers could likely be utilized effectively
but, for the most part, large pieces of farm machinery and equipment should
be discouraged by imposinz a substantlal duty. 1If a farming systems approach
to research were adopced as recommended under the Agricultural Research
section, the inputs represencted by tne appropriate technology packages developed

and recommended to farmers should not,have any duty structure.

In == TFYP. the VARG was in sfF.-r subsidizinz inputs by extendinz lsans
through the Agricultural Credit Bank!at interest rates less than the cost of
alternacz capital sources. It is ud c_zar tue degree, if any, that Zerzilizer
was being subsidized.

Input subsidies reduce the cost, 'of production for farmers and have a large
number of favorable impact point (Table 1V.10). They are attractive since cme of
the objectives in any developing economy is to get farmers to use new inputs that
embody yield increasing technology; for the most part fertilizers, improved seeds,
and pesticides. However, they are a direct drain on the governments current budgets.

Input subsidies are not recommended for use in the YAR . Exceptions could .be ”

in situatioms where the farmer. is cooperatlng ‘with on—farm demonstrdtions conducted

§-4-~‘ --.-'--

| by'extension agents. The major reason for not recommending "general input subsidies
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farmers are cccustomed to receiving them without engsndering anti-government {2si-
ings, and, more importantly, cthey create distortions in relative input ctrices that
produce negative long run effects.: Tor exanple, if farm tractors were subsidized
and fertilizer was not, it would encourage the use of tractors relative to ferci-
lizer; i.e., the least cost combinatioa input package would include relatively
more tractors and less fertilizer than the combination that econcmic principles
would dictate without the subsidy.. The longer any subsidy would persist, the
greater the longer run adjustments required. Tractor and machinery subsidies

are the most controversial since any subsidy that enoucrages the use of expensive,

long lasting inputs can create long run unwanted reverberaticas in labor markets.

Adjusting Currencv Values

It is generally believed that ithe Yemen rial is currently over-valuad. A
devaluation of the rial would have.some of zhe same eifects as imposing hizher
import duties; i.e., it would make the price of imported goods higher to Yamen
based consumers. The theoretical gffect is that a rise in prices would improve
the cost-return relationship for domestically based producers and enhance import
substitution. At the same time, e%ports would be encouraged as Yemen produced
commodities become relatively cheaper in international markets. The lactter is
relatively unimportant in the Yemen situation. Compared to import duties which

are commodity specific, currency devaluation is general and cannot be effective

«

.

in stiumulating production of one commodity or set of commodities such @5 azricui-

s

tural goods.
Also, in the case of the YAR, the inputs for a number of commoditizs in

]
agriculture (e.3., poultry meat and eggs) are imported. Therefore, currancy

< . . N - ! . . . -
devaluation drives up the cost of production and any advantages accruins Iron

-

higher product prices becomes dicsipated. Unless the value of the rial would
become substancizlly overvalued, a develuation policy would likely have limized

benefits to agriculture and therefore not generally recommended.

Commoditv Price Supports
Price supports for non-perishable commodities have heen successfully used

in the more developed economies to btimulate production. The cost return relation-
ship is improved and a large incentive exists when prices are supported above

their equilibrium level and the priée risk is negated. However, such programs
-iequige an administrative organization and structure that does not exist in the

!AR'ﬁor could be put in place without very high cost to the YARG. Therefore,



such a policy is ncC recommended for cthe YAR because it is not administratively

feasible.

Direct Income Subsidies

Direct income subsidies are a direct drain on the government budget and
require an adminiscrative organization capable of close monitoring at the loczl
level. They are sometimes usad in place of price supports for perishable type
commodities. They are strongly not recommended for the YAR. However, there is
one special case worthy of study. It is the case of the returning emigrant.

If the hypothesis is true that such persons who emigrate from rural areas are
not returning to the farm upon their return, a re-settlement subsidy might be

a useful scheme to give an incentive to persons to farm.

Import Embargoes
Embargoes have the same general effects of raising import duties that have

been already discussed. Selective embargoes could have a powerful impact on
stimulating local production particularly after consumer tastes are developed an-
there is no close substitute. Citrus fruit is a possible case in point. Embargoes

tend to engender poor relations with other trading partners and are not to be

recommended as a genaral policy.
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The FFYP projected am annual ‘growth rate in real GDP from agriculcture of
5.5 percent compounded annually or 30.7 percent for the five year period. The
SFYP includes a target of 6.0 peréenc per year or a 33.8 percent increase for the
five years. The achieved real growth during the FFYP was very small with estimates
ranging from nil to two percent annually.

-

Crops

The SFYP projects a 28.8 percent increase in the GDP contribution from crops
by the fifth year (1986) at 1980/81 prices (Table IV. 2). Comparing the FFYP with
the SFY? as regards crop productioh (quantities) output plams for several of the
important crops, the targeted goals are considerably more modest in the SFYP except

for cotton (Table IV.11).

While there is nc quantitative way to relate planned programs for the SFYP
into increases in crop production,. it would seem that the targets in most cases
are still on the optimistic side except for vegetables., Planned investment for

crop agriculture is only 7.1 percent of the total (Table IV. 1) although it is
---. recognized most of the impact is ;hrough the regional rural development projects.

The increases in sorghum and millet are expected entirely from yield increases

(152 for sorghum and 20% for millet) as. area planted is expected to decrease by

2.5 percent (Table IV.4). Barley hectarage is also expected to decline but a

yield increase expectation of 15.6 percent is projected to increase production

by 11.3 perceat. .

Overall the planmned 5.1 perce%t annual compounded growth rate incrzas

n
“h
)
[a}

crops originates from about a four percent increase in yield expectations, a

0.4 percent increase in area planéed, and a one percent changze in lower to

‘higher value crops. Of these, thé yield increase is likely the most optimistic.

Base vear prices used in the SFYP appear to be higher for wheat, potatoes,

and coffee but lower for millet, éaize, and grapes than actual prices reported

for 1980/81. Reasons for using oéher than actual prices are not clear. Additionally,
- the achieved production figures i@ 1980/81 for the FFYP (Table IV.) do not agree

with the production bases used for the SFYP (Table IV. 2) except for maize and

cotton.- The base year figures of icourse influences the percentage increases

'* expected in the SFYP (Tables IV..2 and IV. ).



T ceelwmas e s e e 2T ITION of SFY?

wircrs FTFYP ance Frr? .chievaments

Planned Percentage Increases Achieved

Crop
FEYP SFYP Percentage
Change (FFYP)

Sorghum and millet 32.7 17.0 -17.7 =
Maize 214.3 62.9 40.0
Wheat 106.5 44.4 4.8
Barley 43.1 11.3 ~17.2
Vegetables 285.2 42.9 42,6
Potatoes 373.7 50.0 72.4
Coffee 17.6 21.0 5.9
Cotton 137.0 316.0 -63.0
Tobacco 42.9 2¢.9 25.0
Sesame 100.0 27.9 9.1
Total (all crops) 28.8 9.1
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s eve ey ooons Do oaud foader.  Thel are gorwn fargeliy 43 fisg Srarsican
and have relatively lower inccme elasticities of demard in cowmparison with wheat
and maize. In a relative sense, the objective of assisting the small scale, less
commercial farmers could be served by programs to increase sorghum and millet vields.
Oa the other hand, the objective of more GDP generated from the agricultural sector
is served by an emphasis on improving wheat and corn. -

For the crop subsectors as a whole, a number of the programs planned in the
SFYP are wise. These 1nc1ude continued development of the Plant Protection
Center at Shoub Farm. Complementing the Centers programs would be a plan to
develop an early warning system for pest control and plant inspection procedures
at ports of entry.

The project to develop fruit tree nurseries is recommended and it is suggested
that assistance be sought to develop a seed multiplication farm with companion

seed processing capabilities. Sueh a .farm should be coordinated with agricultural

research efforts in crop improvement.

: Livestock ,

The SFYP projects a 44.9 growth in livestock products value or an annual
compounded growth rate of just under 8.0 percent. (Table IV. 3). White meat
(poultry) is planned for a 75.1 percent growth compared to 23.6 percent for
red meats for the five year period. Eggs are at 56.1 percent and milk 36.0
percent., While these targets represent a rate of gain higher than for crops,
they would seem to be relatively more achievable than the crop goals. The
private sector will more rapidly invest in the livestock products subsectors
and move production ahead than for crops.

The recommendations are to concentrate efforts Lo sheep improvement relacive
to beef. The only poultry production development project of merit for YARG in-
vestment might be small flock (duel purpose type) development projects for
women in the villages. Training efforts for livestock techrnicians, however,
is strongly recommended. The YARG can assist by loaning money to private
investnNrs or take a partial equitx position in a2 hide and skin processing plant
and a blood and by-products proceesing plant. Presently, the skin and carcass
not consumed as food is often wasted. The Veterinary Services Project should be
continued_with both its training end diagnostic. laboratory_components..

It is recommended that YARG begin a study of how rangelands can be managed
to preserve the soil and provide forage for grazing animals. This study would
eefforts in water resources: development. Public sector monitoring

complement
and gre;izérhses regulation of the vast areas of rangeland in tue YAR should be

.considere 'ﬁith proper, management;-these rangelands can make a-significantly

In this regard, there are a number



less than one percant 5F the inveszmen: budzst (Table IV, 1 a2n2d 1V, 3). With
the high price of fuelwood, it would seem to merit more actention. The feasibi-
lity of a forest nursery witch subsequent seedling distribution and planting
programs should be considered.

The fisheries subsector is planned for a growth of 57.4 percent for the five
year period or an annual compounded growth rate of 10 percent. With fisheries
planned to receive 454 million YR or 10 percent of the total budget, the targets
would seem to be in reach. The YARG is to provide loans to fishermen for 100
new boats and catching equipment. New harbor facilities are planned in two
1ocations and four fish marketing centers with cold storage capacity are planned

for Sanaa, Ibb, Taiz, and Dhamar.






