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E x e c u t i v e  Summary 

L a s t  s p r i n g ' s  r e v i e w  of U S A I D / S ~ ~ ~ ' ~ ' S  .CDSS and A c t i o n  P l a n  

r e s u l t e d  i n  f o r m a l  a p p r o v a l  o f  t h e s e  d o c u ~ n e n t s ,  b u t  opened f o r  

f u r t h e r  a n a l y s i s  and  f  ield-AID/W d i s c u s s i o n  a  number of 

economic and s e c t o r a l  i s s u e s  c e n t r a l  t o  the p u r s u i t  o f  t h e  

s t r a t e g i c  f o c u s  on i n s t i t u t i o n a l  and human r e s o u r c e  development  

i n  f o u r  s e c t o r s :  a g r i c u l t u r e ,  e d u c a t i o n ,  w a t e r  and h e a l t h .  

S h o r t l y  a f t e r  s u b m i s s i o n  of  t h e  CDSS, it became a p p a r e n t  t h a t  
s i g n i f i c a n t  changes  were  o c c u r r i n g  i n  the Yemeni economy. I n  

a d d i t i o n ,  o v e r  t h e  l a s t  y e a r ,  t h r e e  m a j ~ r  e v a l u a t i o n s  

h i g h l i g h t e d  i s s u e s  r e g a r d i n g  t h e  l i k e l i h o o d  and  means o f  

a c h i e v i n g  s e c t o r a l  o b j e c t i v e s  from a n  i n s t i t u t i o n a l  deve lopment  
p e r s p e c t i v e .  The c o n f l u e n c e  of  t h e s e  f a c t o r s  l e d  t h e  Miss ion  

t o  i n i t i a t e  a  r e - e x a m i n a t i o n  of  t h e  s t r a t e g y  o u t l i n e d  a  y e a r  

ago .  . T h i s  document t h u s  seeks t o  f u l f i l l  A c t i o n  P l a n  

r e q u i r e m e n t s  wi th- in  t h e  framework o f  a s h i f t i n g  U S A I D  prograIn 

s t r a t e g y .  Because  t h i s  is n o t  a  f u l l  CBSS, t h e r e  may well b e .  
a r e a s  where a d d i t i o n a l  a n a l y t i c a l  work is r e q u i r e d .  USAID 

hopes  t h a t  t h i s  program Week can  f o c u s  on t h e  c o h e r e n c y  o f  t h e  

s t r a t e g y  and i m p l e m e n t a t i o n  framework p r e s e n t e d  h e r e  and l e a v e  

d e t a i l e d  i s s u e s  f o r  f u r t h e r  a n a l y s i s  d u r i n g  r e f i n e m e n t  of  % h i s  

s t r a t e g y *  A summary of  t h e  major  p o i n t s  fur rev iew and 

d i s c u s s i , s n  %o%%ows,  

Macroeconomic S i t u a t i o n :  Al though t h e  downward t r e n d  i n  
r e m i t t a n c e s  and Arab donor a i d  was a p p a r e n t  e a r l i e r ,  1986 saw a 

- - 
major  a c c e l e r a t i o n  i n  t h e  d e c l i n e  i n  r e c o r d e d  r e m i t t a n c e s  which 

f e l l  by a f u r t h e r  2 4 %  from t h e  1983  h e i g h t .  T h i s  dramatic 

f a l l ,  c o u p l e d  w i t h  t h e  e a r l i e r  drawdown i n  f o r e i g n  exchange 
r e s e r v e s  a s  a r e s u l t  of  h i g h  i m p o r t s ,  pushed t h e  Yemeni economy 

i n t o  a  s e r i o u s  f o r e i g n  exchange p i n c h  a t  t h e  same t i m e  t h e  

Yemen Government ( Y A R G )  was u n d e r t a k i n g  i n c r e a s i n g l y  d r a c o n i a n  

measures  t o  r e d r e s s  t h e  budge t  d e f i c i t ,  aecause of  these 

p r e s s u r e s ,  t h e  YARG i n t e n s i f i e d  t h e  p r o m u l g a t i o n  and 

e n f o r c e m e n t  o f  a d m i n i s t r a t i v e  r e g u l a t i o n s  d e s i g n e d  to stem 



i m p o r t s ,  h a l t  f u r t h e r  FX drawdowns, and f u r t h e r  r e d u c e  

Government e x p e n d i t u r e s .  AS a  r e s u l t , . t h e  YARG f a c e s  a  major  

economic c o n t r a c t i o n  pend ing  t h e  a d v e n t  of  o i l  r e v e n u e s  i n  1988 .  

USAID S t r a t e g i c  R e v i s i o n :  R e c o g n i z i n g  t h a t  t h e  d r o p  i n  
r e m i t t a n c e s  s i g n a l s  t h e  a p p r o a c h i n g  end of  e x t e r n a l l y - f u e l e d  

growth and c a l c u l a t i n g  t h a t  t he  growth e f f e c t s  of  o i l  r e v e n u e s  
_ a r e  u n l i k e l y  t o  match t h o s e  o f  t h e  h i g h  r e m i t t a n c e  p e r i o d  i n  

g e n e r a t i n g  incomes and employment,  USAID d e t e r m i n e d  t h a t  a  

d o m e s t i c  growth s t r a t e g y  is r e q u i r e d  f o r  Yemen o v e r  t h e  coming 

y e a r s .  s p e c i f i s a L l y ,  Yemen n e e d s  t o  maximize r e t u r n s  t o  
e x i s t i n g  r e s o u r c e s  i n  o r d e r  t o  a l l o w  c o n t i n u i n g  income growth 

a s  a  r e s u l t  o f  p r o d u c t i v e  d o m e s t i c  employment. 

P r o d u c t i v e  s e c t o r s  of  t h e  Yemeni economy i n c l u d e  a g r i c u l t u r e ,  

min ing ,  m a n u f a c t u r i n g ,  s e r v i c e s  and  government .  O i l  p r o d u c t i o n  
w i l l  f o s t e r  growth i n  t h e  min ing  s e c t o r ,  b u t  w i l l  n o t  g e n e r a t e  

s i g n i f i c a n t  employment.  T n e  m a n u f a c t u r i n g  and s e r v i c e s  s e c t o r s  

a r e  i n  t n e i r  i n f a n c y ,  w i d e l y  and t h i n l y  d i s p e r s e d  among a 

m u l t i t u d e  of  s u b s e c t o r s ,  and employing a s m a l l  p e r c e n t a g e  of  

t h e  15% u r b a n  p o p u l a t i o n .  USAID h a s  no i n t e r e s t  i n  e x p a n d i n g  

Government employment e x c e p t  t o  f a c i l i t a t e  p r o d u c t i v e  p r i v a t e  

s e e t o r  g r o w t h ,  Thus, a t  t h e  moment, it i s  a g r i c u l t u r e ,  p r i m a r y o  

o c c u p a t i o n  o f  Yefnenss 85% r u r a l  p o p u l a t i o n ,  which h o l d s  t h e  

g r e a t e s t  p o t e n t i a l  f o r  g e n e r a t i n g  b r o a d  income growth.  T h i s  . 

c o n c l u s i o n  i s  r e i n f o r c e d  by Yemen's need t o  r e d u c e  i t s  

dependency on imGorted f o o d s ,  and s i g n i f i c a n t  p o t e n t i a l  f o r  c 

p r o d u c t i o n  and p r o d u c t i v i t y  i n c r e a s e s .  

Yemen's growth p o t e n t i a l ,  however,  i s  s e r i o u s l y  c o n s t r a i n e d  by  

a  number of f a c t o r s ,  i n c l u d i n g  low e d u c a t i o n a l  l e v e l s ,  l a c k  of . . -  

a  s k i l l e d  w o r k f o r c e ,  w a t e r  s c a r c i t y ,  l a c k  of  t e c h n o l o g y  and 
0 

m a n a g e r i a l  t a l e n t ,  l i m i t e d  i n s t i t u t i o n s ,  an  e r o d i n g  l a n d  b a s e ,  

an u n h e a l t h y  w o r k f o r c e  a n d ,  p r o b a b l y ,  a  growing l a c k  of  



f i n a n c i a l  r e s o u r c e s ,  p a r t i c u l a r l y  i n  r u r a l  a r e a s .  Moreover,  
r e c e n t  macroeconomic d i f f i c u l t i e s  have  l e d  t n e  YARG t o  i n c r e a s e  

its l e v e l  of  i n t e r v e n t i o n  i n  the economy, a  t r e n d  which may be  

h a r d  t o  r e v e r s e  Mhen economic c o n d i t i o n s  improve.  

USAID t h u s  p r o p o s e s  t o  f o c u s  on f o s t e r i n g  growth t h r o u g h  
g r e a t e r  p r o d u c t i o n  and p r o d u c t i v i t y  i n  s e l e c t e d  a g r i c u l t u r a l  

s u b s e c t o r s ,  w h i l e  s e e k i n g  t o  r e d u c e  some of  t h e  major  

c o n s t r a i n t s  t o  growth i n  a g r i c u l t u r e  a s  well as o t h e r  

p r o d u c t i v e  s e c t o i s .  S p e c i f i c a l l y ,  USAIB p l a n s  t o  a d d r e s s :  

macroecsnornfc and  s e c t o r a l  c o n s t r a i n t s  t h r o u g h  p o l i c y  d i a l o g u e ;  

s k i l l e d  w o r k f o r c e  c o n s t r a i n t s  t h r o u g h  i n c r e a s i n g  t h e  e f f i c i e n c y  

o f  b a s i c  e d u c a t i o n ,  g e n e r a l  p a r t i c i p a n t  t r a i n i n g  and t a r g e t e d  

s e c o n d a r y  a n d  B.S. - level  a g r i c u l t u r a l  t r a i n i n g ;  w a t e r  s c a r c i t y  

t h r o u g h  p o l i c y  d i a l o g u e ,  i n s t i t u t i o n a l  development  and 

t e c h n o l o g y  t r a n s g e r  f o r  i r r i g a t e d  f a r m i n g ;  i n s t i t u t i o n a l  

c o n s t r a i n t s  t h r o u g h  v a r  i o u s  p r o j e c t  mechanisms; and a n  
u n h e a l t h y  w o r k f o r c e  t h r o u g h  c o n t i n u i n g  p r i m a r y  h e a l t h  c a r e  a n d ,  
t o  . t h e  e x t e n t  p o s s i b l e ,  c h i l d  s u r v i v a l  programs.  

Program a n d  Management I s s u e s :  With USAID'S development  

a s s i s t a n c e  program l i m i t e d  t o  $22 m i l l i o n  f o r  t h e  f o r s e e a b l e  
f u t u r e  and s t a f f i n g  r e s o u r c e s  c o n s t r a i n e d ,  t h e  major  t a c t i c a l  

i s s u e s  f o r  d i s c u s s i o n  and r e s o l u k i o n  d u r i n g  Program Week a r e  a s  

f o l l o w s  : 

-- Given t h e  l e n g t h y  a n a l y t i c a l  agenda o u t l i n e d  i n  Annex A and  
d i s c u s s e d  more f u l l y  w i t h i n  t h e  t e x t ,  how can  USAID and  
A I D / W  make a v a i l a b l e  t h e  n e c e s s a r y  f i n a n c i a l  and s t a f f i n g  
r e s o u r c e s  t o  f c i l i t a t e  c o m p l e t i o n  of h i g h  p r i o r i t y  P 
a c t i v i t i e s ?  i 
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-- How c a n  A I D / W  and t h e  Miss ion  c o l l a b o r a t e  i n  making f u n d s  
a v a i l a b l e  f o r  s t r a t e g i c a l l y  i m p o r t a n t  a g r i c u l t u r a l  p o l i c y  
a n d  p r o d u c t i v i t y  program e l e m e n t s ,  a s  w e l l  a s  f o r  a c t i v i t i e s  

d e s i g n e d  t o  d e a l  w i t h  w a t e r  p o l i c y  and u s e  c o n s t r a i n t s ?  

-- I n  l i g h t  o f  t h e  l e s s  d i r e c t  impac t  on growth o b j e c t i v e s ,  
c o n t i n u i n g  l a c k  of YARG movement on p o p u l a t i o n / f a m i l y  

, . p l a n n i n g  i s s u e s ,  and  t h e  M i n i s t r y  o f  H e a l t h ' s  c o n t i n u i n g  

non-accep tance  of  p roposed  child s u r v i v a l  a b j e c t i v e s  and  

a c t i v i t i e s ,  S h o u l d  ( a n d  caw) U S A I D  d i v e r t  r e s o u r c e s  b u d g e t e d  

f o r  this e f f o r t  t o  s u p p o r t  o t h e r ,  more p r o d u c t i v e  -. programs? 

-- How c a n  U S A I D  food  a i d  r e s o u r c e s  ( p r o b a b l y  T i t l e  I ,  b u t  
p o s s i b l y  S e c t i o n  2 0 6 )  b e  used  t o  s u p p o r t  t h e  macroeconomic 

a n d  s t r a t e g i c  o b j e c t i v e s  o u t l i n e d  h e r e ?  

-- To what e x t e n t  must USAID r e a l i g n  n o t  ~ n b y  USAID b u t  a l s o  
c o n t r a c t o r  r e s o u r k e s  t o  s u p p o r t  s t r a t e g i c  emphases? 

-- Is 1989 a n  a c c e p t a b l e  t i m e f r a m e  f o r  f o r m a l i z i n g  t n i s  new 

s t r a t e g y ?  

. R e a d e r s  who prefer  t o  f o c u s  on more t r a d i t i o n a l  A c t i o n  P l a n  

c o n c e r n s  a r e  e n c o u r a g e d  t o  move t o  S e c t i o n  Ib, Per fo rmance  and 

P l a n s .  



U S A I D  YZMEN A C T I O N  PLAN FY 1988-1989 

I .  INTRODUCTORY OVERVIEW. 

A .  INTRODUCTION.  T h i s  A c t i o n  P l a n :  

1. u p d a t e s  Miss ion  and A I D / W  i n f o r m a t i o n  on Yemen's 

c u r r e n t  macroeconomic s i t u a t i o n ;  

2 .  a s s e s s e s  Miss ion  p r o g r e s s  a g a i n s t  t h e  s t r a t e g y  

i n i t i a t e d  in 19'80 and r e a f f i r m e d  i n  1986 ;  

3 .  a s s e s s e s  the c o n t i n u i n g  v a l i d i t y '  o f  t h i s  s t r a t e g y  

i n  l i g h t  o f  macroeconomic changes  a n d  p r o g r e s s  t o  d a t e  i n  

implement ing  t h e  e x i s t i n g  s t r a t e g y ;  

4 .  signals t h e  n a s c e n t  development  of a new s t r a t e g y ;  

5.  i d e n t i f i e s  some p rogrammat ic  and m a n a g e r i a l  

i m p l i c a t i o n s  of  t h e  p roposed  r e v i s i o n  i n  USAID1s s t r a t e g y ;  and 

6 .  p o s e s  some i s s u e s  f o r  Miss ion  and AIB/W 

r e s o $ u t i s n  i n  t h e  a r e a s  of  s e c t o r a l  i n v o l v e m e n t ,  p o l i c y  

d i a l o g u e  s t r a t e g i e s  and t a c t i c s ,  r e s o u r c e  a l l o c a t i o n  and  

s o u r c e s ,  and t i m i n g  o f  s t r a t e g i c  and p rogrammat ic  r e v i s i o n s  i n  

l i g h t  o f  YARG c a p a b i l i t i e s  and USAID f i n a n c i a l  and s t a f f i n g  

l i m i t a t i o n s .  

Because  of  t h e  c o m p l e x i t y  of  t h e  i s s u e s  i n v o l v e d  and t h e  

H i s s i o n ' s  d e s i r e  t o  u s e  Prograrn Week a s  a forum f o r  g a i n i n g  

AID/W s u p p o r t  f o r  and g u i d a n c e  on t h e  s t r a t e g i c  r e v i s i o n s  

s i g n a l e d  here,  t h i s  A c t i o n  P l a n  is  l o n g e r  t h a n  t h e  page  

l i m i t a t i o n s  s u g g e s t e d  by  t h e  gu idance .  lrJe ask A I D / W  i n d u l g e n c e  

i n  reviewing a l onge r  d ~ c u m e n t  t han  requested,  
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I n  l i g h t  of  t h e  r e v i s i o n s  t o  our  s t r a t e g y  p r e s e n t e d  h e r e ,  we 
e x p e c t  A I D / W  t o  r e q u e s t  p r e p a r a t i o n  of  a new CDSS. I n  o r d e r  t o  

a c q u i r e  s u f f i c i e n t  i n f o r m a t i o n  a b o u t  t h e  a g r i c u l t u r a l  s e c t o r  

f o r  p r e p a r a t i o n  of  a f u l l  CDSS, we urge  A I D / W  t o  c o n s i d e r  a  
f o r m a l  CDSS r e v i s i o n  d u r i n g  FY 1989 ,  by wh ich  t i m e  a  number of  

economic i s s u e s  r a i s e d  i n  t h e  macroeconomic d i s c u s s i o n  s h o u l d  

a l s o  have  been a d d r e s s e d .  

B e  Y E M E N  I N  T H E  A N E  CONTEXT, B e f o r e  p r o c e e d i n g  t o  
s p e c i f i c  i s s u e & ,  t h e  Miss ion  b e l i e v e s  it is u s e f u l  t o  p u t  Yemen 

in a b r o a d e r  d e v e l o p m e n t a l  c o n t e x t  to e n s u r e  t h a t  r e a d e r s  

u n d e r s t a n d  how t h e  p r o f i l e  of ,Yerneni  development  p rob lems ,  

c o n s t r a i n t s ,  and  p o t e n t i a l  s o l u t i o n s  d i f f e r s  s i g n i f i c a n t l y  from 
t h a t  of  t h e  ANE r e g i o n  a s  a  whole.  

P 

l. Yemeni GNP p e r  c a p i t a  ($430  a s  o f  F e b r u a r y  1986 ,  

IMP ~ r t i c l e  IP S t a f f  R e p o r t )  h a s  been, f o r  some t i m e ,  
s u f f i c i e n t l y  h i g h  t o  make Y e m e n N s . c r u d e  economic w e l l - b e i n g  

a p p e a r  e q u a l  t o  o r  b e t t e r  t h a n  t h a t  of  many c o u n t r i e s  i n  t h e  

r e g i o n .  

2 .  GNP f i g u r e s ,  however,  b e l i e  t h e  a ~ y s m a l  s t a t e  o f  

Yemen's development  as measured by i w d i s a t s ~ s  f rom A I D ' S  

' B l u e p r i n t  f o r  Development."  

B luepr  int Y ernen i 
Goal Situation 

L i f e  e x p e c t a n c y  
I n f a n t  m o r t a l i t y  

, C h i l d  m o r t a l i t y  
A d u l t  l i t e r a c y  

60 y e a r s  4 8  y e a r s  
70 /1  r 000 135-170/1,tIOO 
10/1 ,000 70/11000 

50% 30% males 

2% f e m a l e s  



Pr imary  Schoo l  

e n r o l l m e n t  

F o u r t h  g r a d e  c o m p l e t i o n  

r a t e  

3 0 4  males  

2 0 %  f e m a l e s  

15% males  

1 0 %  f e m a l e s  

3 .  Thus i t  i s  c l e a r  t h a t  t h e  l e v e l  of Yemen's 
development  i n  n e a r l y  a l l  a r e a s  p l a c e s  i ts  problems much more 

i n  l i n e  w i t h  t h o s e  o f  A f r i c a  t h a n  t h o s e  o f  o t h e r  ANE c ~ u n t r i e s  

except ,  p e r h a p s ,  Nepal. 

4 .  Moreover,  Yemenss r e l a t i v e l y  r e c e n t  ( 1 5  y e a r s )  - . -  

emergence i n t o  t h e  modern e r a ,  p l a c e s  it a t  a d i s a d v a n t a g e  i n  

terms of i n f r a s t r u c t u r a l  and i n s t i t u t i o n a l  development  and t h e  

a v a i l a b i l i t y  o f  t r a i n e d  human r e s o u r c e s .  

.5. Mever t h e l e s s ,  Yemen e n  joys  sane a d v a n t a g e s  i n  
compar i son  w i t h  s t h e r  c o u n t r i e s  a t  s i m i l a r  low s t a g e s  of  

development :  

a .  Tbe o i l ,  boom i n  t h e  Gulf  p r o v i d e d  a  
s u b s t a n t i a l  employment o u t l e t  and h i g h  l e v e l s  o f  r e m i t t a n c e  

income f i n a n c e d  h i g h  b e v e l s  o f  food  and  consumer i m p o r t s ,  and 

p r i v a t e . r u r a l  i n f ~ a s t r u c t u r a l  deve lopment ,  e.g., r u r a l  r o a d s ,  

s c h o o l s ,  and p o t a b l e  w a t e r  s y s t e m s .  

b .  AS a  r e s u l t ,  a b s o l u t e  hunger is r e l a t i v e l y  
unknown ( a l t h o u g h  p o c k e t s  u n d o u b t e d l y  e x i s t  among t h e  p o o r e s t  
classes ,  and  m a t e r n a l  and c h i l d  m a l n u t r i t i o n  i s  w i d e s p r e a d  d u e  

t o  c u l t u r a l  and d i e t a r y  p r a c t i c e s ) .  

c .  Moreover,  w i t h  h i g h  l e v e l s  of p e r s o n a l  

d i s p o s a b l e  income,  t h e  a v e r a g e  Yemeni f a m i l y ,  i n  t e r m s  of  

mater ia l  p o s s e s s i o n s ,  e , g . ,  t e l e v i s i o n ,  can  be  c o n s i d e r e d  t o  

have  a h i g h e r  q u a l i t y  of l i f e  t h a n  f a m i l i e s  i n  o t h e r  c o u n t r i e s .  



6 .  T h e  f l i p  s i d e  of  p r i v a t e  r e m i t t a n c e  w e a l t h ,  
however,  h a s  been t h e  r e l a t i v e  p o v e r t y  of  t h e  Yemen Govern~nen t  

( Y A R G )  i t s e l f .  Unable t o  a c c e s s  r e m i t t a n c e  income e a s i l y  

b e c a u s e  of  d i f f i c u l t y  i n  t a x i n g  t h e  p o p u l a t i o n  i t  b a r e l y  

c o n t r o l s ,  the YARG h a s  been u n a b l e  t o  f i n a n c e  f u l l y  n a t i o n w i d e  

development  programs f o r  e d u c a t i o n ,  h e a l t h  and o t h e r  s o c i a l  

s e r v i c e s ,  o r  t o  e s t a b l i s h  f o u n d a t i o n s  f o r  p r o d u c t i v e  i n v e s t m e n t  

and growth.  Only m a s s i v e  donor a i d  and  p r i v a t e l y  f i n a n c e d  
p r o j e c t s  h a v e  e n a b l e d  t h e  YARG $0 make  p r o g r e s s  i n  t h e s e  a r e a s ,  

7 .  W i t h  major  r e c e s s i o n  i n  t h e  Gulf  and t h e  

d i s c o v e r y  of  Yemeni o i l ,  t h e  b a l a n c e  sf p u b l i c  and p r i v a t e  

r e s o u r c e s  is now s h i f t i n g .  P r i v a t e  income i s  u n d o u b t e d l y  

d e c l i n i n g ,  a l t h o u g h  s u b s t a n t i a l  c u s h i o n s  p r o b a b l y  remain .  

P u b l i c  income, however,  w i l l  r i s e ,  r e p l a c i n g  some b u t  n o t  a l l  . . 

o f  t h e  d e c l i n e  i n  p r i v a t e  in'come and Arab donor a i d .  

8, For t h e  f i r s t  time i n  i t s  h i s t o r y  t h e  YARG w i l l  

have  t h e  f i n a n c i a l  a b i l i t y  t o  expand s o c i a l  s e r v i c e s  and 

i n f r a s t r u c t u r e  and  e n a b l e  p r o d u c t i v e  i n v e s t m e n t  and g rowth .  
T h i s  c a p a b i l i t y  s h o u l d  b e g i n  t o  b e  f e l t  i n  1989  o r  1 9 9 0 ,  

d e p e n d i n g  On o i l  p f ~ d u s t i o n  s c h e d u l e s ,  l e v e l s ,  and  w o r l d  o i l  

p r i c e s ,  

9 .  The p e r i o d  between 1 9 8 6  and 1989-90 ,  however,  
w i l l  b e  e x t r e m e l y  d i f f i c u l t  as t h e  Yemeni economy a b s o r b s  t h e  

shock of  f a l l i n g  r e m i t t a n c e  b e v e l s ' a n d  Arab .donor  a i d ,  w i t h o u t  
yet h a v i n g  access t o  newly found bil r e s o u r c e s .  

On t h e  macro l e v e l  t h e n ,  t h e  p r i m a r y  requirements o f  Yemen f o r  
, t h e  CDSS p e r i o d  a r e :  a )  s h o r t - t e r m  a c c e s s  t o  s o u r c e s  of  

f i n a n c i n g  f o r  s t r a t e g i c  i m p o r t s  s u c h  a s  f o o d ,  a g r i c u l t u r a l  

inputs and raw m a t e r i a l s ;  and b )  l o n g e r  t e rm a s s i s t a n c e  i n  t h e  



development  a n d  i m p l e m e n t a t i o n  of  p o l i c i e s  and programs 

d e s i g n e d  t o  e s t a b l i s h  a  f o u n d a t i o n  f o r  w i s e  u s e  of  o i l  

r e s o u r c e s  and c o n t i n u i n g  r e m i t t a n c e  income t o  s u p p o r t  l o n g e r  

t e r m  growtn t h r o u g h  e x p a n s i o n  o f  d o m e s t i c  p r o d u c t i v e  s e c t o r s .  

C. MAJOR S T R A T E G I C  GOALS - C D S S .  USAID'S s t r a t e g i c  
o b j e c t i v e s  were i n i t i a l l y  e s t a b l i s h e d  i n  1980 and r e a f f i r m e d  

w i t h  s e c t o r a l  a m p l i f i c a t i o n  i n  t h e  1986 CDSS s u b m i s s i o n .  
S p e c i f i c a l l y ,  t h e  Miss ion  p roposed  t o  c o n t i n u e  i t s  o v e r r i d i n g  

emphases on i h s t i t u t i o n a l  and  human r e s o u r c e  deve lopment ,  w i t h  

a c t i v i t i e s  d e i i g n e d  t o  meet t h e  f o ~ i o w i n ~  s e c t o r a l  o b j e c t i v e s :  

1. i n  a g r i c u l t u r e ,  t o  a s s i s t  t h e  YARG and t h e  
p r i v a t e  s e c t o r  maximize Yemen's human and  n a t u r a l  r e s o u r c e s  i n  

. s u p p o r t  o f  f o o d  s e c u r i t y  over  t h e  l o n g e r - t e r m ;  

2 ,  -in e d u c a t i o n . ,  t o  Yemenize and  i n c r e a s e  t h e  

e f f i c i e n c y  o f  b a s i c  e d u c a t i o n  t o  a l l o w  g r e a t e r  numbers o f  t h e  

p o p u l a t i o n  t o  a c h i e v e  l i t e r a c y  a n d  employment s k i l l s  w i t n i n  t h e  

limits o f  Yemen's 9 v a i l a b l e  f i n a n c i a l  r e s o u r c e s ;  

3 .  i n  h e a l t h ,  t o  d s v e l s p  a  framework f o r  
s i g n i f i c a n t l y  r e d u s i n g  i n f a n t  and  c h i l d  m o r t a l i t y  r a t e s  t h r o u g h  

the e s t a b l i s h m e n t  s f  r e p l i c a b l e  model h e a l t h  c a r e  programs and 
0 

t o  i n c r e a s e  YARG a w a r e n e s s  of  t h e  i m p l i c a t i o n s  of r a p i d  
p o p u l a t i o n  growth and r e c e p t i v i t y  t o  p o p u l a t i o n  programs; a n d  

6 

4, in water, t o  assist t h e  Yemen Government i n  
d e v e l o p i n g  a  r a t i o n a l  wa te r  p o l i c y  and  t h e  i n s t i t u t i o n a l  
c a p a ~ i l i t y  t o  d e v e l o p  and a l l o c a t e  e f f i c i e n t l y  b o t h  r u r a l  and 
u rban  w a t e r  r e s o u r c e s .  

8 



T h i s  s t r a t e g y  assumed t h . a t  c o n t i n u e d  growth would t a k e  p l a c e ,  

a l t h o u g h  p e r h a p s  n o t  a t  t h e  h i g h  r a t e  of  t h e  l a t e  1 9 7 0 ' s  and 

e a r l y  1 9 8 0 1 s ,  i f  i n s t i t u t i o n a l  and human r e s o u r c e  c o n s t r a i n t s  

c o u l d  b e  a d d r e s s e d  i n  key a r e a s  and i f  p r o d u c t i o n  i n c r e a s e s  

c o u l d  b e  f a c i l i t a t e d  i n  t a r g e t t e d  a r e a s  of  t h e  a g r i c u l t u r a l  

s e c t o r  t h r o u g h  t h e  t r a n s f e r  of  t e c h n o l o g y  and 111anagerial 

s k i l l s .  The CDSS s t r a t e g y  a l s o  c o n t i n u e d  t o  i n c o r p o r a t e  a  

number o f  b a s i c  human n e e d s  e l e m e n t s .  

U n c e r t a i n  a t  t h e  time 0% t h e  l a s t  CBSS were: t h e  s e v e r i t y  o f  - - 

t h e  impending Yemeni b a l a n c e  ~ f  payments  c r i s i s  r e s u l t i n g  from 

e a r l i e r  drawdowns ~ f  FX r e s e r v e s ;  t h e  p r e c i p i t o u s  d r o p  d u r i n g  

1986 of  r e c o r d e d  r e m i t t a n c e s ;  and t h e  imminence of  t h e  need f o r  

major  economic p o l i c y  d e c i s i o n s  on t h e  p a r t  of  t h e  YARG. 

Moreover,  unknown t h e n  and  s t i l l  q u e s t i o n a b l e  now were t n e  

t i m i n g  of o i l  r e s o u r c e  f l o w s  ( c u r r e n t l y  t a r g e t t e d  f o r  135 ,Q00  

bpd t h r o u g h  t h e  d e c a d e )  and  t h e  l i k e l y  w o r l d  p r i c e  of  o i l  a t  

t h i s  i m p o r t a n t  j u n c t u r e .  

ANALYSIS OF MACROECONOMIC CHANGES. 

1, Summary o f  P r e v i o u s  Economic Per fo rmance .  U n t i l  

1983,  when t h e  combined e f f e c t s  o f  l e v e l l i n g  r e m i t t a n c e s ,  

d e c l i n i n g  donor a i d ,  and r i s i n g  i m p o r t  l e v e l s  due t o  a n  

a p p r e c i a t i n g  r i a l  r e s u l t e d  i n  a  growing s c a r c i t y  of  f o r e i g n  
exchange ,  YARG macroeconomic p o l i c i e s  w e r e  e x c e p t i o n a l l y  
l i b e r a l  i n  compar i son  w i t h  t h o s e  of  most d e v e l o p i n g  c o u n t r i e s .  
Openness of  i m p o r t  and f o r e i g n  exchange t r a n s a c t i o n s  r e s u l t e d  

i n  minimal  economic d i s t o r t i o n s .  Between 1982 and 1983 ,  

however ,  growth i n  r e a l  GDP d e c l i n e d  from 10% t o  3 .5%;  n e t  

f o r e i g n  r e s e r v e s  d e c l i n e d  from 5 . 9  months of  i m p o r t s  ( e n d  1 9 8 1 )  

to 2.8 months ( e n d  1 9 8 3 ) .  With t h e  b u d g e t  d e f i c i t  p e a k i n g  i n  

1982  a t  48% of Government expenditures, and 334 of G D P ,  the 



YARG s lowed  i n v e s t m e n t  and l i m i t e d  r e c u r r e n t  e x p e n d i t u r e s  t o  

r e d u c e  t h i s  t r e n d .  Dur ing 1983 ,  t h e  b u d g e t  d e f i c i t  d e c l i n e d  by  

9%,  p r e c i p i t o u s l y  s q u e e z i n g  YAHG e x p e n d i t u r e s  d e s p i t e  

m o d e r a t e l y  r i s i n g  t a x  c o l l e c t i o n s .  D e s p i t e  a  r e d u c e d  b u d g e t  

d e f i c i t ,  t h e  YAKG f a c e d  t h e  consequences  o f  e a r l i e r  e x c e s s e s .  

By t h e  end o f  1983,  Government bor rowing  from t h e  C e n t r a l  Bank 

t o  f i n a n c e  t h e  growing b u d g e t  d e f i c i t  pushed its s n a r e  of  t h e  

f a C t o r s  c a u s i n g  t h e  i n c r e a s e  i n  t h e  money s u p p l y  t o  7 7 % .  

D e s p i t e  m a s s i v e  growth i n  t h e  money s u p p l y ,  t h e  r i a l  r emained  

r e l a t i . v e l y  s t a b l e  d u r i n g  1983,  d e p r e c i a t i n g  o n l y  2 .5% d e s p i t e  

adop t - ion  by t h e  mone ta ry  a u t h o r i t i e s  o f  a f l e x i b l e  exchange 

r a t e .  I n f l a t i o n  remained  below 5 %  t n r o u g h  1983 ,  r e f l e c t i n g  

a p p r e c i a t i o n  of  t h e  r i a l  pegged t o  t h e  d o l l a r  a g a i n s t  a i l  o t h e r  

c u r r e n c i e s ,  and  a n  i n c r e a s e  i n  t h e  demand f o r  money a s  a  
. - 

r e f l e c t i o n  o f  low i n f l a t i o n a r y  e x p e c t a t i o n s .  Because of  low 

i n f l a t i o n ,  i n t e r e s t  r a t e s  remained p o s i t i v e  t h r o u g h  1983 .  

1984 and  1985 marked t h e  t r a n s i t i o n  t o  t h e  s e r i o u s  economic 

p i n c h  which o c c u r r e d  in e a r n e s t  i n  1986 .  I n  h i n d s i g h t  i t  i s  

c l e a r  t h a t  economic p o l i c y  and  r e g u l a t o r y  p a t t e r n s  e s t a b l i s h e d  

d u r i n g  t h i s  p e r i o d  s e t  t h e  s t a g e  f o r  a d o p t i o n  of  t h e  more 

s t r i n g e n t  measures  now i n  e f f & c t .  A t  t h e  t i m e ,  however,  t h e  

i n t r o d u c t i o n  o f  t h e s e  measures  was s o  i n c r e m e n t a l ,  and t h e i r  

e n f o r c e m e n t  s o  w i d e l y  f l a u n t e d  i n  t h e  f r e e - w h e e l i n g  Yemeni 

economy, t h a t  t h e  surn a p p e a r e d  l e s s  t h a n  t h e  p a r t s .  I t  is a l s o  
c l e a r  i n  h i n d s i g h t  t h a t  w i t h o u t  these  m e a s u r e s ,  t h e  Yemeni 
economy migh t  have  d e c l i n e d  much more r a p i d l y  t h a n  it d i d .  T h e  

budget d e f i c i t  w a s  f u r t h e r  r e d u c e d  d u r i n g  1984  and  1 9 8 5 ,  

f a l l i n g  t o  21% o f  GDP by t h e  end of  1 9 8 5 .  I m p o r t s  d e c l i n e d  by 

a  f u r t h e r  22% from 1984 t o  1985 i n  r e a l  t e r m s ,  f o r  a  t o t a l  

' r e d u c t i o n  of 4 3 %  f rom t n e i r  1982 peak .  Undoubtedly ,  the 

g r e a t e s t  f a c t o r  c o n t r i b u t i n g  t o  a  r e d u c t i o n  of  i m p o r t s  was t h e  

s i g n i f i c a n t  d e p r e c i a t i o n  of t h e  f i a l  which dropped i n  v a l u e  by 



o v e r  55% ( w e i g h t e d  a v e r a g e )  by t h e  end of  1985.  Also  a f a c t o r  

was t h e  d r o p  i n  r e m i t t a n c e s  t o  o n l y  7 0 %  o f  t h e  1983 l e v e l .  

I n f l a t i o n ,  a l w a y s  h a r d  t o  measure  i n  Yemen, a p p e a r s  t o  have  

r i s e n  above 1 5 %  Dy t h e  end of  1985  a s  a  r e s u l t  of  more 

e x p e n s i v e  i m p o r t s  and t h e  l a g  e f f e c t  of  s e v e r a l  y e a r s  of  
'g rowing b u d g e t  d e f i c i t s  f i n a n c e d  t h r o u g h  money c r e a t i o n .  Thus,  

' s o ~ e t i m e  i n  b a t e  1984 o r  e a r l y  1985 ,  i n t e r e s t  r a tes  became 

n e g a t i v e .  

Roughly c o n c u r r e n t  w i t h  t h e  d i s c o v e r y  of o i l  i n  e x p o r t a b l e  
q u a n t i t i e s  i n  1984 ,  t h e  YARG commenced a  s e r i e s  of  measures  

d e s i g n e d  t o  s t r e t c h  o u t  Yemen's d w i n d l i n g  r e s o u r c e s  u n t i l  o i l  

e x p o r t  i n f r a s t r u c t u r e  c o u l d  b e  i n  p l a c e .  I m p o r t  c o n t r o l s  were  

i n t r o d u c e d ,  f i r s t  a s  a means of r e d u c i n g  w a s t e  and p r o t e c t i n g  

i n f a n t  i n d u s t r i e s  b u t ,  i n c r e a s i n g l y ,  t o  a l l o c a t e  s c a r c e  f o r e i g n  

exchange .  Th@ YARG e s t a b l i s h e d  and  expanded t h e  powers of  the 

B a n k e r ' s  P u r c h a s i n g  Committee t o  p r o v i d e  a  v e h i c l e  f o r  a  

" c o n t r o l l e d  f l o a t "  i n  t h e  exchange r a t e  a g a i n s t  t h e  d o l l a r .  
V a r i o u s  b a n k i n g  c o n t r o l  r e g u l a t i o n s  were a d m i n i s t r a t i v e l y  

( a l t h o u g h  n o t  l e g i s l a t i v e l y )  a d o p t e d  a s  were c u r r e n c y  

~ e g u l a t i s n s  d e s i g n e d  t o  c o n t r o l  t h e  movement and a l l o c a t i o n  o f  

foreign exchange .  E f f o r t s  t o  r e d u c e  the b u d g e t  d e f i c i t  ~ y  

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

r e t r o s p e c t ,  i t  is c l e a r  t h a t  t h e  YARG was s e e k i n g  t h r o u g h  t h e  
c o n t r o l l e d  f l o a t  a n d  i m p o r t  a l l o c a t i o n s  t o  a l l e v i a t e  the impac t  
s f  c o n t ~ a c t i s n a r y  economic f o r c e s  on p o l i t i c a L l y  s e n s i t i v e  
consumers  and  b u s i n e s s m e n .  

2 .  Changes S i n c e  1985.  I n  1986 ,  t h e  bo t tom f e l l ' o u t  
o f  t h e  YARG's e f f o r t s  t o  s h o r e  up t h e  d e c l i n i n g  economic 

s i t u a t i o n .  By May 1986 ,  t h e  YARG found i t s e l f  u n a b l e  t o  pay - - -  

t h e . f o r e i g n  exchange  component due a t  t h e  mass exodus of 

e x p a t r i a t e  t e a c h e r s  f o r  summer h o l i d a y s .  I n  1 9 8 6 ,  r e m i t t a n c e s  

wer'e e s t i m a t e d  a t  o n l y  $565 m i l l i o n  ( a n n u a l i z e d  ba sed  upon 



t h r e e  q u a r t e r s  d a t a ,  C e n t r a l  Bank of  Yemen). By Oc tober  1 9 8 6 ,  

b o l s t e r e d  by a  r e p o r t e d  S a u d i  b a l a n c e  o f  paylnents g r a n t  of  $100 

m i l l i o n ,  g r a n t  a i d  r e c o v e r e d  t o  $206 m i l l i o n ,  s t i l l  o f f s e t t i n g  

l e s s  t h a n  o n e - t h i r d  of  t h e  d e c l i n e  i n  r e m i t t a n c e s .  W i t h  ( a )  

t h e  1986 t o t a l  o f  r e m i t t a n c e s  and g r a n t  a i d  down by 51% from 

1982 l e v e l s ,  ( b )  drawdowns on l o a n s  t o  Yemen f a l l i n g  by 28% 

from 1982 ,  and  ( c )  f o r e i g n  exchange r e s e r v e  l e v e l s  a t  t h e  end 

of kg85 o n l y  57% o f  t h e  1982 l e v e l ,  Yemen was f o r c e d  t o  c u r t a i l  

i m p o r t  l e v e l s  d r a m a t i e a 1 1 y .  T s t a l  r e c o r d e d  goods i m p o r t s  f e l l  

d r a m a t i c a l l y  i n  3986 $0 an e s t i m a t e d  $732 m i l l i o n ,  a s  compared 

w i t h  $1.95 b i % b i o n  in 1982.  Thus,  t h e  b a l a n c e  s f  payments  

d e f i c i t  h a s  been b r o u g h t  under  c o n t r o l . ,  b u t  w i t n  s e v e r e  

r e p e r c u s s i o n s  t o  t h e  economy, i n c l u d i n g  a  lack of  e s s e n t i a l  

i n p u t s  needed f o r  growth.  

Measures t o  r e d u c e  t h e  government  d e f i c i t  and t h e  l e v e l  of  

money c r e a t i o n  c o n t i n u e d ,  T h e i r  s u c c e s s  is shown by an  

e s t i m a t e d  growth i n  n e t  government  bor rowing  from t h e  b a n k i n g  

s y s t e m  o f  o n l y  1 3 %  d u r i n g  1986.  T h i s  t r e n d  i s  much more 

pronounced when i n f l a t i o n  and d e v a l u a t i o n  a r e  r e f l e c t e d .  I t  is 

c l e a r ,  t h e r e f o r e ,  t h a t  t h e  government  d e f i c i t  is b e i n g  b r o u g h t  

under  d o n t r o l ,  b u t  a t  g r e a t  c o s t  to s e r v i c e s ,  i n v e s t m e n t ,  and 

r e a l  wage rates f o r  Government employees  i n  b i g h t  o f  i n f l a t i o n  

e s t i m a t e d  a t  34% f o r  1986.  

Al though i ts  e f f e c t  has y e t  t o  be f e l t  s t r o n g l y ,  Yemen may have  
a n  emerging employment problem c a u s e d  by f a l l i n g  employment 
o p p o r t u n i t i e s  i n  t n e  Gulf  S t a t e s ,  t h e  r e t u r n  o f  some e m i g r a n t  

w o r k e r s ,  t h e  c o n t i n u e d  h i g h  growth i n  t h e  l a b o r  f o r c e  stemming 

f rom high p o p u l a t ' i o n  g rowtn ,  and c u r r e n t  low l e v e l s  of  d o m e s t i c  

economic growth and job c r e a t i o n .  T h e r e  is  c o n s i d e r a b l e  
- .  

e v i d e n c e  t h a t  t h e  l e v e l  of  r e a l  wages i n  Yemen h a s  f a l l e n .  T h e  

go ing  d a i l y  wage f o r  casual labor  is current ly  YR 9 0 ,  up from a 



l e v e l  of  YR 8 0  i n  1984.  With i n f l a t i o n ,  a s  measured by  t h e  

S a n a ' a  I n d e x  of  R e t a i l  P r i c e s ,  r u n n i n g  a t  2 7 %  i n  1 9 8 5  and an  

e s t i m a t e d  3 7 %  i n  1 9 8 6 ,  r e a l  wages have  f a l l e n  by o v e r  a t h i r d  

s i n c e  1984.  T h i s  f a l l  i n  r e a l  wages i s  e x p e c t e d  t o  make Yemeni 

d o m e s t i c  p r o d u c t i o n  more c o m p e t i t i v e  a g a i n s t  i m p o r t s ,  and t h e  

downward p r e s s u r e  on wages s h o u l d  h e l p  t o  r e s t r a i n  unemployment 

i n  t h e  s n o r t  t e r m .  

The r i a l  c o n t i n u e d  t o  d e v a l u e  i n  1986 b u t ,  w i t h i n  r e c e n t  w e e k s ,  

h a s  begun to r e v a l u e .  Weighted a v e r a g e  exchange  r a t e  d u r i n g  

1986 was YR 9.12 = $l.QO v e r s u s  a , 1 9 8 5  a v e r a g e  o f  YR 7 . 1 1  = 

$1.00,  The c u r r e n t  r a t e  of  YR l0 .QO = $ l . O O . p r o b a b l y  r e f l e c t s  

n o t  o n l y  YARG e f f o r t s  t o  s t a b i l i z e  t h e  r a t e  b u t  a l s o  t h e  

r e a l i t y  t h a t ,  w i t h  t h e  r i a l  pegged t o  a d e p r e c i a t i n g  d o l l a r ,  i t  

c o n t , i n u e s  t o  d e v a l u e  a g a i n s t  a market b a s k e t  of c u r r e n c i e s .  

The YARGts r e l u c t a n c e  f u l l y  t o  a l l o w  market f o r c e s  t o  s e t  t h e  

exchange  r a t e ,  i m p o r t  demand, and consumer p r i c e s  stems l a r g e l y  

f rom a  d e s i r e  t o  a v o i d  t h e  a d v e r s e  e f f e c t s  t o  t h e  consumer of 

d e v a l u a t i o n - s p u r r e d  p r i c e  i n c r e a s e s  f o r  b a s i c  goods .  The 

c l o s i n g  o f  o f % i c a l  o f f i c e s  of  t h e  money c h a n g e r s  h a s  r e s t r i c t e d  

s i g n i f i c a n t l y  w h a t  had Deen a r e l a t i v e l y  open m a r k e t  f o r  

f o s e i g n  exchange .  I n  a d d i t i o n ,  t h e  c u r r e n t  c e i l i n g  on l e n d i n g  

r a t e s  of l 5 % ,  a p p r o p r i a t e  o n l y  two y e a r s  ago ,  now u n d e r p r i c e s  

c a p i t a l ,  g i v e n  i n f l a t i o n .  

Through a l l  of  these p r e s s u r e s ,  t n e  YARG r e m a i n s  s t r o n g l y  d e b t  

a v e r s e .  T h e  d e b t - s e r v i c e  r a t i o ,  a l t h o u g h  d o u b l i n g  between 1985 
a n d  1 9 8 6 ,  is  n o t  p r o b l e m a t i c  l i k e  t h o s e  of  o t h e r  d e v e l o p i n g  

n a t i o n s .  The l a r g e s t  p o r t i o n ,  m i l i t a r y  d e b t  t o  t h e  U . S . S . R . ,  

h a s  been and w i l i  l i k e l y  remain  e a s i l y  r e - s c h e d u l a b l e .  

3 .  P r o s p e c t s  f o r  t h e  F u t u r e .  For t h e  A c t i o n  p l a n  

p e r i o d ,  t h e  o u t l o o k  f o r  an  improved f o r e i g n  exchange  p o s i t i o n  



r e s t s  l a r g e l y  on t n e  t i m i n g  of  Yernen's o i l  e x p o r t s  and t h e  

g l o b a l  s u p p l y  and demand f o r  o i l .  N e i t h e r  r e m i t t a n c e s  nor 

donor a i d  a r e  l i k e l y  t o  r i s e  above c u r r e n t  l e v e l s .  (To be  

s u r e ,  a  h i g h e r  i n t e r e s t  r a t e  s t r u c t u r e  t o g e t h e r  w i t h  exchange 

r a t e  a d l u s t m e n t  c o u l d  i n d u c e  h i g h e r  l e v e l s  o f  r e m i t t a n c e s . )  

Yemen's o i l  e x p o r t  p i p e l i n e  is optimistically s l a t e d  f o r  

o p e n i n g  i n  l a t e  1 9 8 7 .  The margin  f o r  a b s o r b i n g  a  new o i l  

p r o d u c e r  w i t h o u t  d e p r e s s i n g  wor ld  o i l  p r i c e s  is s l i m .  I n  

Yemen's f a v o r ,  however,  is its h i g h  q u a l i t y  o i l ,  which s h o u l d  

cornnand a premium p r i c e ,  T h u s ,  w h i l e  Yemeni e x p o r t  volumes may 

b e  l e s s  t h a n  hoped,  a  m a r k e t  w i l l  p r o b a b l y  e x i s t ,  a t  a p r i c e  

somewhat h i g h e r  t h a n  t h e  a v e r a g e .  Assuming t h a t  a  p r i c e  s f  

$b8 /bb l  h o l d s ,  t h a t  Hunt r e c e i v e s  50% of  o i l  f l o w s  a s  payment 

f o r  c o s t s  and i n v e s t m e n t s ,  and  t h a t  i n i t i a l  p i p e l i n e  f l o w s  

t o t a l  135,000 bpd,  Yemen's n e t  r e v e n u e s  from o i l  w i l l  t o t a l  

$443  m i l l i o n ,  in amount r o u g h l y  a p p r o x i m a t e  t o  the f a l l  i n  

r e m i t t a n c e s  s i n c e  1984.  Beyond t h e  A c t i o n  P l a n  p e r i o d ,  

a s suming  t h a t  wor ld  o i l  demand a l l o w s  modest  p r i c e  i n c r e a s e s  

a n d  h i g n e r  p r o d u c t i o n ,  Yemen's n e t  o i l  r e v e n u e s  might  e x c e e d  $ 1  

b i l l i o n  a n n u a l l y ,  a n  amount t h a t  would a l l o w  s u b s t a n t i a l  growtn 

and i n v e s t m e n t .  

4 .  C u r r e n t  P o l i c y  I s s u e s .  C u r r e n t  economic p o l i c y  which 

r e l i e s  h e a v i l y  on  exchange r a t e  and i m p o r t  l i c e n s i n g , c o n t r o l s  

i s ,  by i t s  v e r y  n a t u r e ,  g e n e r a t i n g  i n e f f i c i e n c i e s  i n  t h e  
a l l o c a t i o n  o f  f o r e i g n  exchange f o r  i m p o r t s .  I m p o r t  l i c e n s e s  
a r e  awarded based on a f o r e i g n  exchange  b u d g e t  f o r  commodi t ies  
drawn up by t h e  M i n i s t r y  o f  Economy, Supply  and T r a d e .  A f t e r  
r e c e i v i n g  a n  i m p o r t  l i c e n s e ,  an i m p o r t e r  a p p l i e s  t o  a 

commercia l  bank f o r  a l e t t e r  of  c r e d i t .  Each l e t t e r  of  c r e d i t  

must  be approved  by t h e  C e n t r a l  Bank, whicn g u a r a n t e e s  t o  t h e  

commercia l  bank s u f f i c i e n t  f o r e i g n  exchange f o r  t h e  . . -  

transaction. Imports may only clear customs if they are 



c o v e r e d  by b o t h  a n  i m p o r t  l i c e n s e  a n d  a n  approved l e t t e r  of  

c r e d i t .  

While t h e  need t o  i n c r e a s e  demand f o r  l a b o r  i s  becoming 
i n c r e a s i n g l y  c r i t i c a l ,  government -c rea ted  d i s t o r t i o n s  i n  t h e  

m a r k e t s  f o r  f o r e i g n  excnange and c a p i t a l  may c o n t i n u e  t o  f a v o r  

c a p i t a l  and i m p o r t  i n t e n s i v e  r a t h e r  t h a n  l a b o r  i n t e n s i v e  

p r o d u c t i o n  methods .  F o ~ e i , g n  exchange  and  c a p i t a l  p r i c e  s i g n a l s  

have  p r o v i d e d  a d v e r s e  r u r a l / u r b a n  terms of  t r a d e ,  d i s f a v o r i n g  

t h e  r u r a l  economy frorn which o v e r  t h r e e - q u a r t e r s  of t h e  

p o p u l a t i o n  d e r i v e s  i t s  income,  The IMF conc luded  t h a t  t h i s  . . 

s i t u a t i o n  was improv ing  i n  l a t e  1986.  Recen t  r e v a l u a t i o n s  of  

t h e  r i a l  may n e g a t e  t h i s  p o s i t i v e  t r e n d .  Development of  t h e  

o i l  i n d u s t r y  w i l l  n o t  by i t s e l f '  be a  major  new s o u r c e  of  

employment.  I f  i n v e s t m e n t s  made from f u t u r e  o i l  r e v e n u e s  a r e  

t o  c t e a t e  t h e  g a i n f u l  employment needed i n  t h e  economy and t o  

bead t o  s e l f - s u s t a i n i n g  g rowth ,  $is t o r  t i o n s  f o r e i g n  exchange 

and c a p i t a l  p r i c i n g  w i l l  need t o  bg removed, p r o v i d i n g  

i n c e n t i v e s  t o  development  of  d o m e s t i c  a g r i c u l t u r e  and non-farm 

r u r a l  e n t e r p r i s e s .  
1 

The YARG a l l e g e s  t h a t  c u r r e n t  r e s t r i c t i o n s  on i m p o r t s  and  

f o r e i g n  exchange a r e  t empora ry  and w i l l  b e  l i f t e d  o n c e  Yemen's 

f o r e i g n  exchange p o s i t i o n  improves .  I f  s o ,  t h e  key i s s u e  o v e r  

t h e  A c t i o n  P l a n  p e r i o d  i s  what  w i l l  r e p l a c e  t h e  c u r r e n t  

r e s t r i c t i v e  s y s t e m  when o i l  r e v e n u e s  b e g i n  t o  m a t e r i a l i z e .  
S i n c e  t h e s e  w i l l  a c c r u e  t o  t h e  Government,  w i l l  t h e  C e n t r a l  
Bank t a k e  on g r e a t e r  r e s p o n s i b i l i t y  f o r  m e e t i n g  p r i v a t e  s e c E o r  
f o r e i g n  exchange demand, a u c t i o n i n g  o f f  d o l l a r s  e a r n e d  from o i l  
e x p o r t s ?  O r  w i l l  t h i s  new f o r e i g n  exchange b e  used  s o l e l y  t o  

f i n a n c e  government  i m p o r t -  f o r  a n  expanded i n v e s t m e n t  program? 

('It i s  i n s t r u c t i v e  t o  n c t  t h a t , .  when t h e  YARG i n i t i a t e d  t h e  6 
B a n k e r s '  P u r c h a s i n g  Committee mechanism, t h e  g o v e r n m e n t ' s  



f o r e i g n  exchange  a l l o c a t i o n  was s e t  i n  1984 a t  1 0 % .  I n  1 9 8 5 ,  
i t s  a l l o c a t i o n  r o s e  t o  1 5 % .  This g i v e s  hope t h a t  t h e  Y A R G ' S  

i n t e n t i o n s  a r e  h o n o r a b l e . )  I f  t h e  YARG d o e s  r e t a i n  new FX 

g e n e r a t i o n s ,  w i l l  a  t w o - t i e r  f o r e i g n  exchange r a t e  s y s t e m  
--one f o r  government ,  one  f o r  t h e  p r i v a t e  s e c t o r - -  be  

r e i n f o r c e d ?  O r  w i l l  t h e  YARG f o l l o w  t h r o u g h  on i t s  s t a t e d  

i n t e n t  t o  u n i f y  t h e  exchange r a t e  by t h e  end o f  t h e  decade?  

R e g a r d l e s s ,  t h e  p r i n c i p a l  b e n e f i c i a r i e s  of  o i l  r e v e n u e s  a r e  
l i k e l y  t o  be t h e  government  s e c t o r  and t h e  u rban  m a n u f a c t u r i n g  

a n d  s e r v i c e s  s e c t o r s .  To o f f s e t  a p o s s i b l e  r e l a t i v e  s h o r t a g e  
of c a p i t a l  i n  t h e  p r i v a t e  s e c t o r  (compared t o  the p u ~ l i e  

s e c t o r )  and /o r  i n  t h e  r u r a l  a g r i c u l t u r a l  and  non-farm 
e n t e r p r i s e  economy, f u r t h e r  d e e p e n i n g  s f  Yemen's p r i m i t i v e  

f i n a n c i a l  s y s t e m  w i l l  b e  needed.  

- - -  
E .  PROGRESS TOWARD CURRENT CDSS GOALS. T h e r e  is l i t t l e  

d o u b t  t h a t  USAID h a s  made s i g n i f i c a n t  p r o g r e s s  i n  human 

r e s o u r c e  deve lopment ,  p a r t i c u l a r l y  i n  terms of d e v e l o p i n g  a 

small b u t  growing c a d r e  o f  t e c h n o c r a t s  who a r e  i n c r e a s i n g l y  
assuming  r e s p o n s i b l e  p o s i t i o n s  w i t h i n  key m i n i s t r i e s .  Human 

r e s o u r c e  development  i s  i n n a t e l y  long- term;  p r o g r e s s  i n  

s t a f f i n g  key m i n i s t r i e s  w i t h  U . S .  t r a i n e d  p e r s o n n e l  i s  now 

accruing from a c t i o n s  t a k e n  i n  t h e  bate 1 9 7 0 s  and e a r b y  l 9 8 0 s .  

T h i s  is p a r t i c u l a r l y  t r u e  .in t h e  p e t r o l e u m  s e c t o r  where key 

M i n i s t r y  of O i l  and  Minera l  R e s o u r c e s  p e r s o n n e l  a r e  U.S. 
t r a i n e d .  Wi th  b e n e f i t s  now b e i n g  f e l t ,  i t  is a t  l e a s t  a r g u a b l e  
t h a t ,  i n  r e t r o s p e c t ,  more of  AID'S ea r l i e r  r e s o u r c e s  c o u l d  h a v e  

been e f f e c t i v e l y  a p p l i e d  toward  p a r t i c i p a n t  t r a i n i n g  programs 
i n c r e a s i n g  t h e  c r i t i c a l  mass of  U . S .  e d u c a t e d  po l i cy -makers  
w i t h i n  the YARG beyond c u r r e n t  numbers and f a c i l i t a t i n g  p o l i c y  

d i a l o g u e  e f f o r t s  now l i m i t e d  by t h e  l a c k  of  a n a l y t i c a l  d e p t h  i n  

most  YAXG M i n i s t r i e s .  



With r e s p e c t  t o  i n s t i t u t i o n a l  development  o b j e c t i v e s ,  i t  i s  

e q u a l l y  c l e a r  t h a t  our  s u c c e s s  h a s  been mixed and ,  on b a l a n c e ,  

hampered by: 

1. l a c k  o f  YARG u n d e r s t a n d i n g  and a p p r e c i a t i o n  of  
i n s t i t u t i o n a l  development  o b j e c t i v e s ;  

2 ,  t h e  e x t r e m e l y  low a v e r a g e  e d u c a t i o n a l  l e v e l  of 

M i n i s t r y  s t a f f s  ( o f t e n  less than s e c o n d a r y  s c h o o l  l e v e l )  w i t h  

r e s u l t i n g  ShOKtageS s f  q u a l i f i e d  c o u n t e r p a r t s ;  

3 .  e x t r e m e l y  low YARG s a l a r i e s  which i n h i b i t  
p e r f o r m a n c e  of even w e l l - t r a i n e d  employees  i n  Government j o b s  

and r e q u i r e  o u t s i d e  income s o u r c e s ;  

4 .  the i n a b i l i t y  of  traditional modes o f  AID 

t e c h n i c a l  a s s i s t a n c e  t o  d e f i n e  i n s t i t u t i o n a l  development  
o b j e c t i v e s  and s c a l e  a c t i v i t i e s  down t o  t h e  s k i l l  l e v e l  of  

r e c i p i e n t  o r g a n i z a t i o n s ;  and 
. . -  

5 .  t h e  wide c u l t u r a l  gap  between U.S. a d v i s o r s  and  

Yemeni c o u n t e r p a r t s .  

Given  t h e  macrseconomic and  p rogrammat ic  i s s u e s  o u t l i n e d  above ,  

U S A I D  f a c e s  a  s t r a t e g i c  c h o i c e ,  i . e , ,  whe the r  t o  " s t a y  t h e  
c o u r s e n  w i t h  i t s  i n s t i t u t i o n a l  and human r e s o u r c e  s t r a t e g y ,  
r e c o g n i z i n g  that t h e se  a re  n e c e s s a r i l y  e x c e p t i o n a l l y  l o n g - t e r m  
o b j e c t i v e s ,  O K  t o  revamp t h e  o v e r a l l  s t r a t e g y  i n  l i g h t  o f  
macroeconomic c h a n g e s ,  program r e a l i t i e s  and reduced  b u d g e t a r y  

e x p e c t a t i o n s .  We have  c o n c l u d e d  t h a t  a  s t r a t e g i c  s h i f t  is  

r e q u i r e d ,  T h i s  s h i f t ,  however,  w i l l  n o t  r e q u i r e  m a s s i v e  
changes  i n  t h e  p l a n n e d  program p o r t f o l i o ,  a t  l e a s t  i n  t h e  

A c t i o n  P l a n  p e r i o d ,  b u t  w i l l  r e q u i r e  new emp,hases i n  p r o j e c t  

d e s i g n  and i m p l e m e n t a t i o n  and o v e r a l l  program management. 



F. PROPOSED NEW STRAGEGIC A N D  PRCGRAM ELEMENTS.  The 
Agency 's  " B l u e p r i n t n  e s t a b l i s h e s  a  minimum s t a n d a r d  of  a  2 %  

a n n u a l  r a t e  of growth i n  r e a l  pe r  c a p i t a  income t o  be  r e f l e c t e d  

i n  i n c r e a s e s  i n  employment,  income and a g r i c u l t u r a l  
p r o d u c t i o n .  To a c h i e v e  and s u s t a i n  t h i s  s t a n d a r d  over  t h e  l o n g  

r u n ,  t h e  Miss ion  h a s  conc luded  t h a t  t h e  major long- term 

o b j e c t i v e  of  o u r  a s s i s t a n c e  program must b e  t o  i n c r e a s e  t h e  

r a t e  of  growth i n  t h e  d o m e s t i c  economy, p a r t i c u l a r l y  as it 

r e l a t e s  t o  a g s i e u b t u r a l  p r o d u c t i o n  and  p ~ o d u c t i v i t y  and r u r a l  

Our p r e v i o u s  emphas i s  was on i n s t i t u t i o n a l  and human r e s o u r c e  
deve lopment ,  v iewed a l m o s t  as ends  i n  and  of  t n e m s e l v e s .  T h i s  

is no l o n g e r  t h e  c a s e .  Both a r e  now viewed a s  means t o  

e l i m i n a t i n g  c o n s t r a i n t s  t o  g r i w t h .  I t  is a l s o  r e c o g n i z e d  t h a t  

t h e r e  a r e  more d i s e c t  means of removing c o n s t r a i n t s  t o  growth 

a n d  t h a t ,  if our  long- term o b j e c t i v e  is t h e  p romot ion  of 

d o m e s t i c  economic g rowth ,  a l l  a v a i l a b l e  means t o  t h a t  end  
s h o u l d  b e  employed.  

The r e l a t i v e b y  Large  p a s t  i n c r e a s e s  i n  Yemeni pe r  c a p i t a  GNP 

were  l a r g e l y  t h e  r e s u l t  of  e x t e r n a l  r e s o u r c e s ,  i . e . ,  

r e m i t t a n c e s  and  g r a n t  a i d .  I n c r e a s e s  i n  real GBP p e r  c a p i t a  

(domes t i c .  p r o d u c t i o n )  were  much more modest --only s l i g h t l y  i n  

e x c e s s  of  2% p e r  annum o v e r  t h e  p a s t  10  y e a r s .  

A s  t h e  p r e v i o u s  s e c t i o n  d e m o n s t r a t e d ,  l e v e l s  of r e m i t t a n c e s  and  

g r a n t  a i d  have  f a l l e n  d r a m a t i c a l l y  a n d  a re  h i g h l y  u n l i k e l y  t o  

r e t u r n  t o  t h e i r  p r e v i o u s  b e v e l s .  I f  Yemen is t o  c o n t i n u e  t o  
. d e v e l o p  a n d  grow e c o n o m i c a l l y  a t  a c c e p t a ~ l e  r a t e s ,  i t  i s  c l e a r  - -  , 

. t h a t  t h e r e  must b e  much more r e l i a n c e  on d o m e s t i c  r e s o u r c e s  i n  
t h e  f u t u r e .  O i l  p r o v i d e s  a n  o p p o r t u n i t y ,  b u t  n o t  a p a n a c e a .  

A t  bes t ,  o i l  may r e p l a c e  a p o r t i o n  o f  p r e v i o u s  e x t e r n a l  



r e s o u r c e s  over  t h e  S h o r t -  t o  medium-term. I t  is  u n l i k e l y ,  

however ,  t o  e x c e e d  what h a s  been and c o n t i n u e s  t o  be l o s t .  

The Miss ion  b e l i e v e s  t h a t  USAID, t h r o u g h  i t s  a s s i s t a n c e  
program,  and Yemen must c o n c e n t r a t e  r e s o u r c e s  more d i r e c t l y  on 
i n c r e a s i n g  t h e  growth r a t e  of t h e  d o m e s t i c  economy. To t h e  

d e g r e e  p o s s i b l e ,  growth s h o u l d  b e  e q u i t a b l e .  E y u i t y . a t  t h i s  

s t a g e  i n  Yemen, however ,  may b e  l e s s  of a  c o n c e r n  t h a n  growth 
b e c a u s e  t h e  b e n e f i t s  of p a s t  and  c o n t i n u i n g  r e m i t t a n c e  income 
have been  b r o a d l y  b a s e d ,  T h i s  may b e  c h a n g i n g  and  w i l l  be  

carefully monitored by t h e  M i s s i o n .  

The c a s e  f o r  a more d i r e c t  c o n c e n t r a t i o n  of Miss ion  r e s o u r c e s  
on t h e  p romot ion  o f  d o m e s t i c  economic growth is  e v e r  more 

c o m p e l l i n g  when one  c o n s i d e r s  t h e  c u r r e n t  p o p u l a t i o n  growth 

r a t e  of  3 - 3 . 3 %  per annurn. Given c u r r e n t  e x t r e m e l y  l i m i t e d  

prospects f o r  i n t t o d u c i n g  any  t y p e  of n a t i o n a l  f a m i l y  p l a n n i n g  

a c t i v i t i e s ,  h i g h  r a t e s  of economic growth and income a r e  
i m p e r a t i v e .  Yemen w i l l  have t o  u s e  a l l  its r e s o u r c e s  w i s e l y  t o  

promote  economic growth j u s t  t o  r emain  even o r  make m a r g i n a l  

g a i n s  i n  p e r  c a p i t a  w e l l  b e i n g .  

To e f fec t  growth and  i n c r e a s e  incomes ,  there  must b e  i n c r e a s e s  

i n  d o m e s t i c  and p r o d u c t i v i t y .  Given t h e  c o n s t r a i n t s  

t o  Yemeni development  o u t l i n e d .  be low,  and shown g r a p n i c a l l y  i n  
T a b l e  I ( p a g e  1 6 a ) ,  some a r e a s  of  t h e  economy a r e ,  f o r  t h e  
moment, more s u s c e p t i b l e  t o  p r o d u c t i o n  and p r o d u c t i v i t y  
i n c r e a s e s  t h a n  o t h e r s ,  A s  some of t h e  c o n s t r a i n t s  t o  
deve lopment  a r e  r e d u c e d  o r  e l i m i n a t e d ,  o t h e r  areas may i n c r e a s e  
t h e i r  p o s s i n i l i t i e s  f o r  p r o d u c t i o n  and o r  p r o d u c t i v i t y  

. i n c r e a s e s .  These  a r e a s  a r e  n o t  r e a d i l y  a p p a r e n t  now. 

I n  USAID'S view a  c o n c e n t r a t i o n  on a g r i c u l t u r a l  p r o d u c t i o n  and 

p r o d u c t i v i t y  i s  n e c e s s a r y  f o r  two r e a s o n s :  t o  enhance incomes 
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of  Yemen's 8 5 %  r u r a l  p o p u l a t i o n ;  and t o  e n s u r e  t h a t  o i l  

r e v e n u e s  a r e  n o t  w h o l l y  a b s o r b e d  by food  i m p o r t  r e q u i r e m e n t s  

due  t o  r a p i d  p o p u l a t i o n  g rowth .  The Y A H G ' s  own g o a l  of  3 .5% 

a n n u a l  growth i n  a g r i c u l t u r a l  p r o d u c t i o n  i s  t h u s  a p p r o p r i a t e  i n  
t h a t  i t  would accommodate p o p u l a t i o n  growth w h i l e  making s m a l l  

i n c r e m e n t a l  r e d u c t i o n s  i n  food  i m p o r t  r e q u i r e m e n t s .  T h i s  is  

n o t  t o  s a y  t h a t  t h e  i n d u s t r i a l  s r  s e r v i c e  s e c t o r s  have  no 

p o t e n t i a l .  Rather i t  is t o  n o t e  t h a t ,  g i v e n  t h e  l i m i t e d  

development  o f  i n d u s t r y  and s e r v i c e s  t o  d a t e  and t h e  minimal  

numbers of employed in these s e c t ~ r s ,  i t  would r e q u i r e  
- i m p s s s i b l e  growth r a t e s  t o  a c h i e v e  t h e  rsroad l e v e l  of income 

growth  p o s s i b l e  t h r o u g h  p r o d u c t i o n  and p r o d u c t i v i t y  i n c r e a s e s  
i n  t h e  a g r i c u l t u r a l  s e c t o r .  USAfD b e l i e v e s  t h a t  a  s t r a t e g y  
d e s i g n e d  t o  f o s t e r  a 3-3.575 growth r a t e  i n  a g r i c u l t u r e ,  c o u p l e d  

w i t h  e f f o r t s  t o  r e d u c e  macroeconomic,  human r e s o u r c e ,  w a t e r  

a n d ,  p o s s i b l y ,  h e a l t h  c o n s t r a i n t s  which a f f e c t  a l l  p r o d u c t i v e  
S e C t Q E s ,  w i l l  most  e f f e c t i v e l y  a s s i s t  Yemen t o  meet t h e  

Agency ' s  t a r g e t  of  a 2 %  minimum r a t e  o f  growth i n  r e a l  p e r  

c a p i t a  G N P .  

B ~ i € 2 f l y ,  t h e  r a t i ~ w a l e  f a r  h i g h e s t  p r i o r i t y  on t h e  a g r i c u l t u r a l  
s e c t o r  is  as f s % l o w s :  

1. ~ g r i e u l t u r e ,  i n c l u d i n g  y a t ,  a c c o u n t s  f o r  4 0 %  of 
GDP . 

2 .  Onby 15% of Yemenis l i v e  in major cities o r  
p r o v i n c i a l  c a p i t a l s , - l e a v i n g  85% o f  t h e  p o p u l a t i o n  i n  r u r a l  
a r e a s  o r  marke t  towns.  

3 .  An e s t i m a t e d  57% o f  GDP i s  c r e a t e d  i n  r u r a l  a r e a s .  

4 .  O f  t o t a l  r u r a l  income, 5 1 %  comes from 

a g r i c u l t u r e ,  35% from r e m i t t a n c e s ,  and 1 4 %  f rom non-farm 



e n t e r p r i s e s .  W i t h  r e m i t t a n c e  income f a l l i n g ,  o t h e r  s o u r c e s  of 

income v i l 1  b e  r e q u i r e d  t o  m a i n t a i n  c u r r e n t  l e v e l s .  Witn 85% 

of  t h e  p o p u l a t i o n  i n  r u r a l  a r e a s ,  i n c r e a s e d  r u r a l  income from 

growth i n  a g r i c u l t u r a l  p r o d u c t i o n  and p r o d u c t i v i t y  w i l l  

t r a n s l a t e  i n t o  i n c r e a s e d  demand f o r  t h e  p r o d u c t s  and s e r v i c e s  

of  r u r a l  e n t e r p r i s e s  and u rban- type  s e r v i c e s  a s  w e l l  a s  

~ u a n u f a c t u r e d  goods t h u s  s p r e a d i n g  t h e  a f f e c t s  of  i n c r e a s e d  

r u r a l  i n c o ~ n e s  a c r o s s  t h e  ecranomy. 

5 ,  F i n a l l y ,  i n c r e a s e d  a g r i c u l t u r a l  p r o d u c t i o n  w i l l  

l e s s e n  t h e  need  f o r  food b m p o ~ t s  i n  ageas where Yemen h a s  a 

c o m p a r a t i v e  a d v a n t a g e  and f r e e  s c a r c e  Fx f o r  t h e  i m p o r t  of  more 

p r o d u c t i v e  i n p u t s  which ,  i n  t u r n ,  w i l l  f u r t h e r  enhance  income 

growth.  

To a l l o w  a g r i c u l t u r a l  growth t o  t a k e  p l a c e :  

1, Demand f o r  - a g t " i c u l t u r a i  prociucts  must e x i s t .  

T h i s  c o n d i t i o n  i s  c h e a r b y  net by h i g h  l e v e l s  of food  i m p o r t s  

and p o p u l a t i o n  growth i n  e x c e s s  o f  3 %  p e r  annum. 

2 .  Macro-pr ice  s i g n a l s  m u s t  a v o i d  u n f a v o r a b l e  

u r b a n / r u r a L  t e r m s  ~ f :  t r a d e .  Al though ttis Yemeni economy i s  i n  

f a r  b e t t e r  s h a p e  t h a n  many other d e v e l o p i n g  c o u n t r i e s  w i t h  

r e s p e c t  t o  macro p ~ l i c i e s  'and r e l i a n c e  on p r i v a t e  s e c t o r  
0 

f o r c e s ,  p o l i c y  i s s u e s  e x i s t ,  e , g . ,  a )  p r o b a b l e  c o n t i n u e d  

o v e r v a l u a t i o n  of  t h e  r i a l  which f a v o r s  c a p i t a l  over  l a b o r ;  b )  

c e i l i n g s  on i n t e r e s t  r a t e s  w e ' l l  b e l o w d h e  r e a l  c o s t  o f  c a p i t a l ,  
a n d  v i r t u a l l y  n o n e x i s t e n t  f i n a n c i a l  m a r k e t s ;  c )  s m a l l ,  D u t  

e x t a n t ,  s u b s i d i e s  on major commodity i m p o r t s  t h r o u g h  margin  

c o n t r o l s ;  and d )  w i d e l y  f l a u n t e d  u rban  consumer p r i c e  

c o n t r o l s .  I n  Yemen's f a v o r  i s  a p r o d u c e r  p r i c e  s t r u c t u r e  which 
p r o v i d e s  a s t r o n g  i n c e n t i v e  for expanded p r o d u c t i o n .  

0 



3 .  P o t e n t i a l  ~r ius t  e x i s t  f o r  p r o d u c t i o n  and 

p r o d u c t i v i t y  i n c r e a s e s  a t  p r i c e s  which can compete f a v o r a b l y  

w i t h  i m p o r t  p r i c e s .  Al tnough t h e  pe r fo rmance  of  Yemen's 

a g r i c u l t u r a l  s e c t o r  o v e r  t h e  p a s t  10 y e a r s  e n c o u r a g e s  some 

c a u t i o n  when p r e d i c t i n g  major  pe r fo rmance  improvements ,  on 

b a l a n c e ,  t h e r e  is  ample room f o r  growth over  t h e  n e x t  5 y e a r s  

t h r o u g h  g r e a t e r  u s e  of a r a o l e  l a n d  (now o n l y  75% u t i l i z e d ) ,  

more e f f i c i e n t  u s e  of  water, g r e a t e r  u s e  of  improved i n p u t s ,  
" 

p a r t i c u l a r l y  s e e d s  a n d  f e r t i l i z e r  , and  more w i d e l y  d i s s e m i n a t e d  

a g r i c u l t u r a l  i n f o r f i a t i o n .  

For example ,  among t h e  c e r e a l  c r o p s ,  y i e l d s  of sorghum, maize  

a n d  wheat a r e  b u t  I l%,  1 3 %  and 25% r e s p e c t i v e l y  of  t h o s e  

a c h i e v e d  i n  t h e  U n i t e d  S t a t e s .  Among t h e  h i g h e r  v a l u e  

n o c t i c u l t u r a l  c r o p s ,  on ion  and banana  y i e l d s  a r e  4 5 %  of  t h e  

U.S. a v e r a g e ,  g r a p e s  3 8 % ,  p o t a t o e s  4 2 % ,  a p p l e s  1 4 % ,  and p e a c h e s  

1 7 % .  N e a r l y  e v e r y  c r o p  and a g r i c u l t u r a l  e n t e r p r i s e  o f f e r s  

s i m i l a r  p o t e n t i a l  f o r  p r o d u c t i o n  and p r o d u c t i v i t y  g a i n s .  

Al though f o r  t h e  n e a r  t e rm,  i m p o r t  s u b s t i t u t i o n  w i l l  form t h e  

b u l k  o f  demand f o r  i n c r e a s e d  p r o d u c t i o n ,  e x p o r t  m a r k e t s  on t h e  

P e n i n s u l a  a r e  c o n c e i v a b l e  o v e r  t n e  l o n g e r  p e r i o d .  

F u r t h e r ,  d e s p i t e  w i d e s p r e a d  a g r i c u l t u r a l  l a b o r  s h o r t a g e s  and an  

o v e r v a l u e d  r i a l . ,  t h e  a r e a  i n  v e g e t a b l e s ,  f r u i t ,  q a t  and  o t h e r  

c a s k  c r o p s  h a s  i n c r e a s e d .  - I p s o  f a c t o ,  t h e s e  c r o p s  must b e  
c o m p e t i t i v e  e c o n o m i c a i l y .  With a  d i f f i c u l t  t e r r a i n  and 
s c a t t e r e d  p o p u l a t i o n ,  t r a n s p o r t  and m a r k e t i n g  m a r g i n s  add 

c o n s i d e r a b l y  t o  t h e  c o s t  of  i m p o r t e d  commodi t ies ,  e . g . ,  wheat .  

Thus, a l t h o u g h  r a i n f e d  wheat  may be  h i g h  c o s t  p r o d u c t i o n ,  i t  

r e m a i n s  c o m p e t i t i v e  w i t h  i m p o r t e d  wheat  f o r  r u r a l  h o u s e h o l d  

consumpt ion .  A s  r u r a l  i n f r a s t r u c t u r e  d e v e l o p s ,  however,  t h i s  

may no l o n g e r  h o l d  t r u e .  



4 .  I n v e s t m e n t  c a p i t a l  and l a b o r  must be  a v a i l a b l e .  

C a p i t a l  can  come from v e s t i g i a l  r e m i t t a n c e s  and Government 

i n v e s t m e n t  o f  o i l  r e s o u r c e s ,  e i t h e r  d i r e c t l y  o r  t h r o u g h  t h e  

p r i v a t e  s e c t o r .  R e t u r n i n g  e m i g r a n t s  and i n c r e a s i n g  p o p u l a t i o n  

can  p r o v i d e  l a b o r .  With wider  a d o p t i o n  of  new t e c h n o l o g i e s  , 
l e s s  l a b o r  may be  r e q u i r e d  t h a n  i n  t h e  p a s t .  

C o n s t r a i n t s  t o  a g r ' i c u l t u r a l ~ g t o w t h ,  however,  ( s e e  T a b l e  I ,  page 

1 6 a )  r emain  s i g n i f i c a n t :  

1. M a c r o e c o n ~ m i e  policies cited ab0ve which limit 

growth prospects ,  
-- -- 

2 .  Water s e a s c i t y .  

3 .  Lack of  a g r i c u l t u r a l  i n p u t s  e i t h e r  b e c a u s e  o f  

l a c k  of  f a m i i i a r i t y ,  o r  due  t o  growing r e s t r i c t i o n s  on i m p o r t s .  

4 .  Lack o f  a g r i c u l t u r a l  i n f o r m a t i o n  and a c c e s s  t o  

new t e c h n o l o g i e s .  

5 .  P o p u l a t i o n  uneduca ted  f o r  a b s o r p t i o n  of  

a g r i c u l t u r a l  i n f o r m a t i o n .  a 

6 .  Lack o f  t r a i n e d - p e r s o n n e l  to l e a d  a g r i c u l t u r a l  

growth a s  well a s  f o s t e r  r e l a t e d  a g r o - i n d u s t r i e s .  

7 .  Limited f i n a n c i a l  r e s o u r c e s .  AS r e m i t t a n c e  
income s h r i n k s ,  farmers w i l l  need t o  r e l y  i n c r e a s i n g l y  on 
credit, w h i c h  may o r  may n o t  be a v a i l a b l e , i n  s u f f i c i e n t  

q u a n t i t y  from e x i s t i n g  f i n a n c i a l  i n s t i t u t i o n s .  

8 .  An u n h e a l t h y  w o r k f o r c e ,  i . e . ,  b e c a u s e  of  r u r a l  

male e m i g r a t i o n ,  women and c h i l d r e n ,  t h e  m m s t  v u l n e r a b l e  



g r o u p s ,  have  b o r n e  a much h i g h e r  p r o p o r t i o n  of a g r i c u l t u r a l  
l a b o r  r e s p o n s i b i l i t i e s .  

A s  can  be  s e e n  from T a b l e  I ,  t h e s e  c o n s t r a i n t s  may a f f e c t  
p o t e n t i a l  a g r i c u l t u r a l  growth more s e v e r e l y  t h a n  o t h e r  
p o t e n t i a l  growth s o u r c e s .  Reducing o r  removing t h e s e  

c o n s t r a i n t s  w i l l ,  however,  have  s i g n i f i c a n t  p o s i t i v e  e f f e c t s  on 

g rowth  r a t e s  f o r  o t h e r  s e c t o r s  a s  wel l .  

~ c c o r d i n g l y ,  USAbB p r o p o s e s  t h e  f ol%owing  program e l e m e n t s  f Q K  

accomplishment growth-or i e n t e d  s t r a t e g y  .- 

1, Primary f o c u s  on a g r i c u l t u r a l  p r o d u c t i o n  and 

p r o d u c t i v i t y  a s  t n e  v e h i c l e  f o r  g rowth .  Because  e x p a n s i o n  o f  

p r o d u c t i v e  a r e a s  will b e  l a r g e l y  i n  t h e  hands  of t h e  p r i v a t e  

s e c t o r ,  w i t h  sorne s u p p o r t  from World Bank and o t h e r  donor 

r eg iona l  schemes ,  USAID'S primary focus w i l l  be on p r o d u c t i v i t y  

i n c r e a s e s  i n  smalb-to-medium scale a g r i c u l t u r e ,  a l t h o u g h  solne 

a c t i v i t i e s  may a f f e c t  l a r g e r  s c a l e  p r o d u c e r s  a s  well.  Ernphasis 

w i l l  be  on p r i v a t e  s e c t o r  growth a s  f a c i l i t a t e d  by t h e  M i n i s t r y  

o f  A g r i c u l t u r e  and  F i s h e r i e s  ( M A P ) .  Over t i m e ,  U S A I D  may 
become i n c r e a s i n g l y  i n v o l v e d  i n  non-farm r u r a l  e n t e r p r i s e s  a s  
t h e  o t h e r  p a r t  of t h e  r u r a l  growth e q u a t i o n ,  

2 .  Al though a  b i l a t e r a l  f a m i l y  p l a n n i n g  p r o j e c t  i s  
not y e t  f e a s i b l e  g i v e n  Yemeni p o l i c i e s  and MOB p r o b l e m s ,  USAID 

will p u t  high p r i o r i t y  on d i a l o g u e  t o  promote u n d e r s t a n d i n g  of  
the i m p l i c a t i o n s  o f  popuLa t ion  growth and on i m p l e m e n t a t i o n  o f  
p r i v a t e  s e c t o r  i n i t i a t i v e s  i n  t h e  a r e a  o f  f a m i l y  p l a n n i n g  
s e r v i c e s .  

3 .  A d d i t i o n a l  program a c t i v i t i e s  w i l l  f o c u s  on 
r e d u c i n g  c o n s t r a i n t s  t o  growtn i n  a g r i c u l t u r e  and o t h e r  s e c t o r s :  



a .  Macroeconomic p o l i c y  s t u d i e s  t o  p r o v i d e  

i n f o r m a t i o n  on how YAXG p o l i c i e s  a r e  affecting g r o w t h ,  and 

p o l i c y  d i a l o g u e  ( p o s s i b l y  i n  c o n j u n c t i o n  with t h e  I B R D  and IMF)  

on macro and s e c t o r a l  b a r r i e r s  t o  p r o d u c t i o n  and p r o d u c t i v i t y  

i n c r e a s e s  i n  t h e  a g r i c u l t u r a l  s e c t o r .  (see S e c t i o n s  11.A. and  

1I.B. be low. )  

D. I n c r e a s i n g  t h e  e f f i c i e n c y  of  p r i m a r y  
' e d u c p t i o n  t o  f o s t e r  a  b e t t e r  e d u c a t e d  w o r k f o r c e  c a p a b l e  o f  

u n d e r s t a n d i n g  and  u s i n g  new t e c h n o L o g i e s .  

c ,  T r a i n i n g  0% s k i l l e d  Yemeni p e r s o n n e l  a t  
s e c o n d a r y ,  B.S. a n d  g r a d u a t e  l e v e l s  t o  l e a d  economic and 
t e c h n i c a l  change i n  a g r i c u l t u r e  and  o t h e r  growth a r e a s .  T h i s  

may imply  i n c r e a s i n g  f o c u s  of p a r t i c i p a n t  t r a i n i n g  on 

economics ,  b u s i n e s s  a n d  p u b l l c  a d m i n i s t r a t i o n  a s  weal  a s  

technical s k i l l s .  

d .  More d i r e c t  i m p a c t  on w a t e r  s c a r c i t y  i s s u e s  

t h r o u g h  c o o p e r a t i o n  w i t h  t h e  UNDP on w a t e r  p o l i c y  development  

and  i m p l e m e n t a t i o n ,  p o s s i b l e  c o m p l e t i o n  of  t h e  Smal l  R u r a l  
Water Sys tems p r o j e c t  w i t h  emphas i s  on p l a n n i n g  c a p a b i l i t y ,  and  

i n i t i a t i o n  of  t3,e I r r i g a t e d  Farm P r a c t i c e s  s u b p r o j e c t .  

e e. P o s s i b l e  c o n t i n u a t i o n  of  e f f o f  ts t o  e s t a b l i s h  
a  h e a l t h i e r  w o r k f o r c e  t h r o u g h  p r i m a r y  h e a l t h  c a r e  and c h i l d  
s u r v i v a l  p r o j e c t s ,  

f. U s e  of  P . L .  4 8 0  g e n e r a t i o n s  t o  s u p p o r t  
a g r i c u l t u r a l  i n v e s t m e n t  and p o s s i b l y  p r o v i d e  c r e d i t ,  e n c o u r a g e  
macroeconomic a n d  a g r i c u l t u r a l  s e c t o r  p o l i c y  c h a n g e s ,  and 
s u p p o r t  a c t i v i t i e s  a d d r e s s i n g  e d u c a t i o n a l ,  w a t e r  and h e a l t h  

c o n s t r a i n t s .  



g .  Downgrading t h e  i m p c r t a n c e  of  i n s t i t u t i o n a l  

development  from a n  end i n  and of  i t s e l f  t o  a  means of  removing 

s p e c i f i c  c o n s t r a i n t s  t o  growth.  P r o j e c t  a c t i v i t i e s  w i l l  s t i l l  

be e x p e c t e d  t o  promote i n s t i t u t i o n a l  d e v e l o p ~ n e n t  b u t  a s  a 

by-produc t  of  more p r o d u c t i v i t y - o r i e n t e d  t a c t i c s .  

MAJOR PROGRAM MANAGEMENT ISSUES. 

1. Budget  l e v e l s  a r e  t i g h t  and w i l l  r emain  s o  f o r  

t h e  f o r s e e a b l e  f u t u r e .  To m a k e  room w i t h i n  a  $22 m i l l i ~ n  l e v e l  

%or new emphases t h e  Miss ion  may need  to t e r m i n a t e  some 

a c t i v i t i e s ,  e . g . ,  ISAP a n d  Smal l  R u r a l  Water Systems,  e a r l i e r  

t h a n  p l a n n e d ,  a n d  c a r e f u 1 L y  focus r e m a i n i n g  a c t i v i t i e s ,  e . g . ,  

Core  and H o r t i c u l t u r e ,  on p r o d u c t i o n  and  p r o d u c t i v i t y  

c o n c e r n s .  To t h i s  end ,  a  r e d u c t i o n  i n  b i l a t e r a l  n e a l t h  s e c t o r  

a c t i v i t i e s  must b e  c o n s i d e r e d .  

2 .  Program i m p l e m e n t a t i o n  m e t h ~ d s  i n  t h e  

a g r i c u l t u r a l  s e c t o r  remain  u n s a t i s f a c t o r y .  Changing t h e  Core 

l e a d  u n i v e r s i t y  s h o u l d  h e l p  t o  c r e a t e  a g r i c u l t u r a l .  p o l i c y  

a n a l y s i s  c a p a b i l i t y  and p o s s i b l y  wa te r  p ~ l i c y  and p l a n n i n g  

c a p a b i l i t y .  An open q u e s t i o n  i s  whether  t h e  e x c l u s i v e  u s e  of 

t h e  c o l l a b o r a t i v e  a s s i s t a n c e  mode is best s u i t e d  f o r  an  

a g r i c u l t u r a b  p r o d u c t i v i t y  s t r a t e g y  i n  Yemen. 

3 .  USAID s t a f f i n g  l e v e l s  and  c o m p o s i t i o n  w i l l  

r e q u i r e  r e a l i g n m e n t .  A d d i t i o n a l  economic a n a l y s i s  and food  a i d  

management s k i l l s  w i l l  u n d o u b t e d l y  b e  r e q u i r e d .  T h e  Miss ion  
w i l l  r e v i e w  i t s  c a p a c i t y  t o  manage e f f e c t i v e l y  programs i n  

a g r i c u l t u r e ,  w a t e r  and  e d u c a t i o n .  To s u p p o r t  USDH r e s o u r c e s ,  

t h e  Miss ion  n e e d s  a c c e s s  t o  s o u r c e s  of  macroeconomic and 

f i n a n c i a l  a n a l y s i s  e x p e r t i s e ,  f o r  t h e  most p a r c  funded  o u t s i d e  

t h e  c u r r e n t  p r o j e c t  p o r t f o l i o .  



11. PERFORXANCE AND PLANS.  

Because  of t h e  f o c u s  o f  t h i s  A c t i o n  P l a n  on t h e  f o u n d a t i o n s  of 

a s t r a t e g i c  r e v i s i o n ,  t h e  long- range  and i n t e r m e d i a t e  

o b j e c t i v e s  o u t l i n e d  and d i s c u s s e d  i n  t h i s  s e c t i o n  a r e  a  
c o m p o s i t e  o f  e x i s t i n g  and p roposed  s t r a t e g y  components .  A s  t h e  

new s t r a t e g y  i s  more f u l l y  d e v e l o p e d ,  i t  s h o u l d  b e  p o s s i b l e  t o  

q u a n t i f y  o b j e c t i v e s  i n c r e a s i n g l y  with r e s p e c t  t o  growth and 

p r o d u c t i o n / p r o d u c t i v i t y  m e a s u r e s ,  

1. S t r a t e g y .  

a .  Long-term O b j e c t i v e :  To a s s i s t  t h e  YARG t o  

i n c r e a s e  d o m e s t i c  p r a d u c t i s n  and p r o d u c t i v i t y ,  and t h u s  

i n c r e a s e  d o m e s t i s a l l y  g e n e r a t e d  income, t h r o u g h  r e l i a n c e  on 

market f o r c e s  and t h e  p r  i v a t e  s e c t o r .  

b .  I n t e r m e d i a t e  O b j e c t i v e s :  

(1) To u s e  food  a i d  t o  l e s s e n  t h e  i m p a c t  of 

t h e  c u r r e n t  f o r e i g n  exchange s h o r t a g e  and b u d g e t a r y  p i n c h ,  

f i n a n c i n g  g r a i n  i m p o r t s  on a  c o n c e s s i o n a l  b a s i s  t o  meet u r b a n  

demand w h i l e  f r e e i n g  s c a r c e  FX f o r  g r o w t h - o r i e n t e d  i m p o r t s  and 
i n v e s t m e n t s  . 

( 2 )  To d i s c o u r a g e  t h e  YARG from r e l i a n c e  on 
d i s t o r t e d  economic p o l i c i e s ,  e . g . ,  exchange r a t e  and i m p o r t  
c o n t r o l s  and a l l o c a t i o n s ,  and a r t i f i c i a l  l i m i t a t i o n s  on t h e  

c o s t  o f  c a p i t a l .  

( 3 )  To o b t a i n  a  b r o a d e r  and deeper 

u n d e r s t a n d i n g  o f  f a c t o r s  a t  work i n  t h e  Yemeni economy w i t h  t h e  



o b j e c t i v e  o f  t r a c k i n g  and d i s c o u r a g i n g  t r e n d s  toward  g r e a t e r  

government  c o n t r o l  w i t h  t h e  a d v e n t  of o i l  r e v e n u e s .  

2 .  c o n s t r a i n t s .  USAID'S macroeconomic p o l i c y  

d i a l o g u e  w i t h  t h e  YARG i s  i n  i ts  i n f a n c y .  Al though t h e  IMP 

a n d ,  t o  a  l e s s e r  e x t e n t ,  t h e  IBRD a r e  now i n v o l v e d  i n  

n e g o t i a t i o n s  on a  S t r u c t u r a l  Adjus tment  F a c i l i t y  ( a n d  have  a  
b r o a d e r  and  more d e t a i l e d  u n d e r s t a n d i n g  of  t h e  economy t h a n  

t h a t  of t h e  M i s s i o n ) ,  they t o o  a r e  new a t  t h e  p o l i c y  d i a l o g u e  
game h e r e .  ~ a m p e s i n g  a l l  e f f o r t s  is  t h e  e x t r e m e  s c a r c i t y  of  
YARG s t a f f  w i t h  s u f f i c i e n t  ecsnornis  s o p h i s t i c a t i o n  t o  c o n d u c t  

e f f e c t i v e  p o l i c y  d i a l o g u e .  A s  t h e  impe tus  f o r  USAID p o l i c y  
d i a l o g u e  e f f o r t s  s t r e n g t h e n e d ,  USAID a s k e d  i t s e l f  " w i t h  whom," 

a n d  r a p i d l y  i d e n t i f i e d  o n l y  f o u r  i n d i v i d u a l s  w i t h i n  t h e  

~ o v e r n m e n t '  who migh t  b e  c o n v e r s a n t  i n  s u c h  t a l k s .  The Miss ion  

s e n s e s  t h a t ,  i n  some measux'e, p o l i c y  d i a l o g u e  e f f o r t s  migh t  

a l s o  u s e f u l l y  b e  a d d r e s s e d  a t  p r i v a t e  s e c t o r  i n d i v i d u a l s  who 

have  a c c e s s  t o  t h e  h i g h e s t  o f f i c i a l ~ l e v e l s .  T h i s  is  a  t a c t i c  

which w i l l  need  t o  b.e t e s t e d  over  t i m e .  
. < 

Assuming t h a t  a p p r o p r i a t e  p o l i c y  d i a l o g u e  p a r t n e r s  can  be  

found, p r o b a b l y  p a r t i a l l y  on our  own and p a r t i a l l y  w i t h  t n e  

c o o p e r a t i o n  of  t h e  IMP and IBRD, what a r e  t h e  g r e a t e s t  ba r r ie r s  

t o  s u c c e s s ?  It w i l l  come a s  no s u r p r i s e  t o  anyone t h a t  t h e  

Y A R G ' s  own d e s i r e  f o r  p o l i t i c a l  s t a b i l i t y  i n  u rban  a r e a s ,  
w i t h i n  the b u s i n e s s  community, and among t h e  p o w e r f u l  s h e i k n s  
will b e  paramount .  Yet w i t h i n  t h e s e  g r o u p s  the re  is no 
u n a n i m i t y  on  economic p o l i c y .  The b u s i n e s s  community h a s  

l o b b i e d  h a r d  f o r  t o t a l  f l o a t  of  t h e  r i a l  i n  l i n e  w i t h  m a r k e t  
f o r c e s ,  and  r e t r e n c h m e n t  o r  witndraiwal o f  iinpor t r e s t r i c t i o n s  . 
L e f t i s t  e l e m e n t s  have  encouraged  n a t i o n a l i z a t i o n  of s t r a t e g i c  

i n d u s t r i e s  and f o r e i g n  exchange r e s e r v e s .  C o n s e r v a t i v e  Is laxnic  

f o r c e s  d e c r y  t i l e  e x i s t e n c e  of i n t e r e s t  r a t e s  - se and have 

d e f e a t e d  p r o p o s e d  bond i s s u e s  i n  t h e  P e o p l e ' s  Assembly, I n  



sum, a  v a r i e t y  o f  f o r c e s  p u l l  and t u g  a t  n a t i o n a l  economic 

p o l i c y m a k e r s ,  w h i l e  t h e s e  same few p o l i c y m a k e r s  s e e k  a c e n t r a l  

p a t h  be tween l i b e r a l ,  and c o n s e r v a t i v e ,  r i g h t i s t  and l e f t i s t  

f o r c e s .  On b a l a n c e ,  however,  Yemen's p r i v a t e  e n t e r p r i s e  

t r a d i t i o n  r e m a i n s  r e s i l i e n t  a n d ,  e v e n ,  r e s u r g e n t  i n  t h e  wake of  

r e c e n t  p o l i t i c a l  e v e n t s  i n  South  Yemen whicn s t i m u l a t e d  

ant i-Communist  s e n t i m e n t .  I f  t h e  p o l i t i c a l  c l i m a t e  is 

u l t i m a t e l y  f a v o r a b l e ,  how can USAID m a i n t a i n  such  a  d i a l o g u e ?  

c u r r e n t  s t a f f i n g  p r 0 v i d e s  some e x p e r t i s e ,  b u t  a v a i l a b l e  s t a f f  

have  many o t h e r  r e s p o n s i b i h i k i e s ,  T h e  R e g i o n a l  Economis t /~mman 

p r o v i d e s  b i -month ly  s u p p o r t ,  but  h i s  v i s i t s  a re  always s h o r t e r  

t h a n  needed.  To h e l p  meet t h e  macroeconomic r e q u i r e m e n t ,  USAID 

p l a n s  t o  s t r e n g t h e n  its economic and a n a l y t i c  s k i l l  

c a p a b i l i t i e s .  M Q K ~  i i n p o r t a n t l y ,  USAID w i l l  r e q u i r e  c o r r t i n u i n g  

a c c e s s  t o  program f u n d s  f o r  t h e  c o n d u c t  of  s p e c i a l  econornic 

s t u d i e s  c e n t r a l  t o  t h e  a n a l y s i s  and p u r s u i t  of an  economic 

p o l i c y  d i a l o g u e .  

3 .  P l a n s .  USAID h a s  conc luded  t h a t  e f f o r t s  t o  

e f f e c t  p o l i c y  d i a l o g u e  f a l l  i n t o  t h r e e  d i s t i n c t  c a t e g o r i e s :  

a .  a n a l y t i c a l  work t o  improve Miss ion  

u n d e r s t a n d i n g  of. f a c t o r s  a t  work i n  t h e  economy, i . e . ,  t o  g e t  

a h e a d  o f  t h e  knowledge c u r v e ;  

b .  a n a l y t i c a l  work which a c c o m p l i s h e s  a .  aDove 

b u t  a l s o  seeks t o  l e a d  Yemeni p o l i c y  makers  t o  c o n c l u s i o n s  
which are d i f f i c u l t  t o  s u p p o r t  w i t h o u t  e m p i r i c a l  e v i d e n c e ;  and 

c, p o s s i b l e  c o n p l e m e n t a r y  e f f o r t  w i t h  t h e  IMF 

a n d  EBRD on a  s t r u c t u r a l  a d j u s t m e n t  f a c i l i t y ,  o f f e r i n g  enhanced 

l e v e l s  o f  P . L .  480  t o  l e v e r  YAHG agreement  t o  a p o l i c y  

framework i n c l u d i n g  a n  exchange r a t e  s e t  by marke t  f o r c e s ,  a n d  



p o s i t i v e  r a t e s  o f  r e t u r n  f o r  m o b i l i z a t i o n  of s a v i n g s  i n t o  

p r o d u c t i v e  i n v e s t m e n t .  

F o l l o w i n g  is a  l i s t  of d e s i r e d  a n a l y t i c a l  work f o r  

macroeconomic i s s u e s .  A d d i t i o n a l  i t e m s  a r e  c o n t a i n e d  i n  

s e c t o r a l  s e c t i o n s  below. The t o t a l  p roposed  Miss ion  a n a l y t i c a l  

agenda  i s  c o l l a t e d  and c o s t e d  i n  Annex B. 

a .  Review of  l a b o r  marke t  s u p p l y  issues, 

p o s s i b l y  i n  con- junct ion  w i t h  p roposed  r e g i o n a l  s t u d y  of  

e m i g r a t i o n  and r e m i % % a n c e s .  S t u d y  would seek t o  d e t e r m i n e  

l e v e l  o f  c o n t i n u i n g  e m i g r a t i o n ,  number of  r e t u r n i n g  m i g r a n t s ,  

e f f e c t  on wage r a t e s  and v a r i o u s  f a c t o r s  a t  work i n  m i g r a t i o n  

d e c i s i o n s ,  e . g . ,  t y p e s  o f  workers  r e t u r n i n g ,  t y p e s  of  w o r k e r s  

s t i l l  e m i g r a t i n g ,  s k i l l s  a c q u i r e d  d u r i n g  e m i g r a t i o n ,  p a t t e r n s  

o f  employment a f t e r  r e t u r n .  The s t u d y  would aZso seek t o  

d e v e l o p  a l t e r n a t i v e  models  r e g a r d i n g  t h e  c u s h i o n  e f f e c t  o f  

v e s t i g i a l  r e m i t t a n c e  income, p a r t i c u l a r l y  i n  r u r a l  a r e a s ,  and 

t o  e s t i m a t e  i n v e s t m e n t  of  p r i v a t e  r e m i t t a n c e  income t o  d a t e .  

b .  Development o f  a  c r u d e  f low o f  f u n d s  model 

t r a c i n g  i n  b r o a d  t e r m s  t h e  o r i g i n  of  s a v i n g s  and  how t h e y  a r e  
4 

c h a n n e l l e d  t o  f i n a n c e  i n v e s t i n e n t s .  A l t e r n a t i v e  s c e n a r i o s  w i t h  

o i l  r e v e n u e s  c o u l d  show how d i f f e r e n t  uses of  o i l  r e v e n u e s ,  

e . g . ,  f i n a n c i n g  Government i n v e s t m e n t s ,  a u c t i o n i n g  o f f  FX t o  

t h e  p r i v a t e  s e c t o r ,  would a f f e c t  i n v e s t m e n t  p a t t e r n s .  

c. Reconna i sance  of Yemen's f i n a n c i a l  s y s t e m  t o  
b u i l d  a n  i n f o r m a t i o n a l  base and i d e n t i f y  ways t o  improve 

deve lopment  b a n k i n g ;  e x t e n d  f i n a n c i a l  i n t e r m e d i a t i o n  by t h e  

commercia l  b a n k i n g  s y s t e m ,  improve r u r a l  c r e d i t  and s u r v e y  

p o s s i b i l i t i e s  f o r  t a p p i n g  Yemeni e x t e r n a l  f o r e i g n  exchange 

, h o l d i n g s  t o  f i n a n c e  development  w i t h i n  Yemen, T h i s  s t u d y  



s h o u l d  a l s o  model changes  i n  f i n a n c i a l  and c a p i t a l  m a r k e t s  t o  

d e m o n s t r a t e  how t h e y  a f f e c t  s a v i n g s  l e v e l s  and a l l o c a t i o n s .  

d .  Combinat ion of  f low o f  f u n d s  models  and 

c a p i t a l / f  i n a n c i a l  s y s  terns models  t o  p r e d i c t  e f f e c t s  on growth 

and  employment.  I d e a l l y ,  t h i s  s h o u l d  r e s u l t  i n  a  RAPID-type 

computer  d i s p l a y  f o e  u s e  i n  d i a l o g u e  w i t h  Government o f f i c i a l s .  

A$ t h i s  s t a g e  i n  development  of  an a n a l y t i c a l  agenda the 

M i s s i o n  is l o a t h e  t o  e s t a b l i s h  a c o n c r e t e  seheduPe f o r  t h i s  

l is%. Our a b i l i t y  t o  mount s u c h  a n  e f f o r t  w i l l  depend on t h e  

c o m p o s i t i o n  of  s t a f f  and t h e  a v a i l a b i l i t y  of f i n a n c i a l  

r e s o u r c e s  f a r  beyond t n e  $20,000 i n  P r o j e c t  Development and  

S u p p o r t  f u n d s  a l l o c a t e d  i n  FY 1987 f o r  macroeconomic s t u d i e s .  

bJe hope to u s e  Program \ l e e k  t o  ' r e f i n e  t h e  s c h e d u l e  and r e s o u r c e  

r e q u i r e m e n t s  a s s o c i a t e d  w i t h  t h e  agenda o u t l i n e d  i n  Annex B. 

I f  t h e  Miss ion  i s  t o  c a p i t a l i z e  on p o t e n t i a l l y  o p e n i n g  d o o r s  i n  

t h e  c o n t e x t  o f  a n  IMF-IBRD-USAID s t r u c t u r a l  a d j u s t m e n t  prvgram 

u s i n g  P . L .  480 r e s o u r c e s  a s  a n  a d d i t i o n a l  r e s o u r c e  " c a r r o t , "  

t h e  Miss ion  w i l l  r e q u i r e :  a )  a  h i g h  b e v e l  A I D / W  demarche on t h e  

IMP a n d  IBRD t o  s e c u r e  f u l l  p a r t n e r s h i p  f o r  USAID i n  s u c h  a n  

a p p r o a c h ;  b )  i n t e r a g e n c y  agreement  t o  p r o v i d e  a d d i t i o n a l  P . L .  

480  r e s o u r c e s  t h r o u g h  T i t l e  I ,  S e c t i o n  2 0 6 ,  o r  Food f o r  

P r o g r e s s  mechanisms f o r  t h e  d u r a t i o n  o f  t h e  s t r u c t u r a l  
a d j u s t m e n t  p e r i o d .  

B. AGRICULTURE.  

1. S t r a t e g y .  A s  n o t e d  p r e v i o u s l y ,  t h e  Agency 's  

. n B l u e p r i n t n  e s t a b l i s h e s  a  minimum s t a n d a r d  of a  2 %  a n n u a l  r ,ea l  

r a t e  of  growth i n  pe r  c a p i t a  income a s  r e f l e c t e d  i n  i n c r e a s e s  

i n  employment,  income and a g r i c u l t u r a l  p r o d u c t i o n .  For r e a s o n s  

d e s c r i b e d  i n  S e c t i o n  I. F . ,  USAID has conc luded  t h a t  a 



c o n c e n t r a t i o n  on i n c r e a s e d  a g r i c u l t u r a l  p r o d u c t i o n  and 

p r o d u c t i v i t y  is n e c e s s a r y  t o  a c h i e v e  t h i s  t a r g e t  and t o  enhance  

t n e  incomes of  Yemen's r u r a l  p o p u l a t i o n .  A c c o r d i n g l y ,  our  

long- te rm o b j e c t i v e  f o r  t h e  a g r i c u l t u r a l  s e c t o r  is a s  f o l l o w s .  

a .  Long-term O b j e c t i v e .  To s u p p o r t  t h e  Y A R G I S  

T h i r d  ~ i v e  Year P l a n  (TFYP) (1987-91) g o a l  of a  3 . 5 %  a n n u a l  

i n c r e a s e  i n  a g r i c u l t u r a l  p r o d u c t i o n .  The Miss ion ,  however,  

b e l i e v e s  t h i s  t a r g e t  is somewhat o p t i m i s t i c  and has t a r g e t e d  a  

eamposite 3,0% a n n u a l  growth goal  c o n s i s t i n g  o f  t h e  f o l l o w i n g  

s u b s e e t o r  t a r g e t s :  c e r e a l s ,  8 .8%;  f r u i t s  and v e g t a b l e s ,  3 1 . 4 4 ;  

commercia l  c r o p s ,  2 4 % ;  and  l i v e s t o c k  and f i s h ,  1 2 . 9 %  The major  

c a s k  c r o p ,  q a t ,  is e x c l u d e d  from YARG t a r g e t s  f o r  t h e  s e c t o r  

even though it a c c o u n t s  f o r  o v e r  5 0 %  o f  t h e  t o t a l  v a l u e  added 
a 

a g r i c u l t u r a l  c o n t r i b u t i o n  t o  t h e  GDP. The Miss ion  e s t i m a t e s  

that g a t  p r o d u c t i o n  w i l l  .grow a n  average of  5% p e r  y e a r  t h r o u g h  

b .  I n t e r m e d i a t e  O b j e c t i v e s .  USAID1s 

i n t e r m e d i a t e  o b j e c t i v e s  i n  t h e  a g r i c u l t u r a l  s e c t o r  f o c u s  on t h e  

i d e n t i f i c a t i o n  and removal  of  c o n s t r a i n t s  t o  i n c r e a s e d  

a g s F c u % t u r a l  p r o d u c t i o n  and p r o d u c t i v i t y  and ,  t h e r e b y ,  t o  . . -  

i n c r e a s e d  r u r a l  incomes.  To t h i s  e n d ,  t h e  U S A I D  w i l l :  

(1).  Develop a  more comprehensive  

i n f o r m a t i o n a l  b a s e  and u n d e r s t a n d i n g  of  the p o l i c y  and i n p u t  

l i m i t a t i o n s  which c o n s t r a i n  p r o d u c t i v i t y  and i n h i b i t  r u r a l  

income growth.  

( 2  ) . Develop and t r a n s f e r  a p p r o p r i a t e  

. t e c h n i c a l  p r a c t i c e s  t o  s m a l l -  and  medium-scale f a r m e r s  a n d ,  a s  

a p p r o p r i a t e ,  t o  l a r g e  c ~ m m e r c i a l  g rowers  i n  t a rge ted  areas  of  
growth potential, 
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w a t e r  u s e .  

( 4  ) . I n c r e a s e  a c c e s s  t o  c r i t i c a l  
a g r i c u l t u r a l  i n p u t s ,  i n c l u d i n g  f e r t i l i z e r ,  s e e d s ,  e q u i p m e n t ,  

p e s t i c i d e s  and c r e d i t .  

( 5 ) .  Encourage  a  r e - e x a m i n a t i o n  o f  t h e  r o l e s  
a n d  r e s p ~ n s i b i l i t i e s  of  key i n s t i t u t i o n s  i n  t h e  a g r i c u l t u r e  
s e c t o r ,  e , g , ,  the LYWF, r e g i o n a l  a g r i c u % t u r a J .  development  

a u t h o r i - t i e s ,  t h e  F a c u l t y  of  A g r i c u i t u r e ,  t h e  A g r i c u l , t u r a l  

R e s e a r c h  A u t h o r i t y  , t h e  Secondary  A g r i c u l t u r a l  I n s t i t u t e s  and 

s e l e c t e d  p r i v a t e  s e c t o r  f i r m s .  

( 6 ) .  Encourage  and  p r o v i d e  l e a d e r s h i p  f o r  

dQn0r  c s o r d i n a t i o n  i n  d e v e l o p i n g  strong a n a l y t i c a l  work and  

e ~ n d u e t i w g  p o l i c y . d i a l o g u e .  

2 .  Impac t .  Over t h e  p a s t  y e a r ,  USAID'S f o c u s  was on 
t h e  i n s t i t u t i o n a l  development  o f  t h e  MAF. T h i s  h a s  r e s u l t e d  i n  

g r e a t e r  MAP a t t e n t i o n  t o  maximizing r e t u r n s  t o  r e s o u r c e s  b e i n g  
d e p l o y e d  i n  t h e  a g r i c u l t u r a l  s e c t o r  and t o  t h e  a p p r o p r i a t e  r o l e  

of t h e  MAP i n  f o s t e r i n g  p r i v a t e  s e c t o r  a g r i c u l t u r a l  growth.  

American- led  e x p e r t i s e  was h i g h l y  s u c c e s s f u l  i n  a s s i s t i n g  t h e  

MAP d e v e l o p  t h e  a g r i c u l t u r a l  p o r t i o n  o f  t h e  TFYP. I n  a d d i ~ i o n ,  - 

t h e  MAF r e q u e s t e d  U S A I D  a s s i s t a n c e  i n  d e v e l o p i n g  a s e c t i o n  on 
p r i v a t e  s e c t o r  i n v e s t m e n t s  i n  a g r i c u l t u r e  f o r  i n c l u s i o n  i n  t h e  

TFYP. Impac t s  i n  s e c o n d a r y  and B.S. - level  a g r i c u l t u r a l  
e d u c a t i o n  a r e  d i s c u s s e d  under S e c t i o n  I I . C . 2 .  

I n  t h e  a r e a  o f  a g r i c u l t u r a l  p r o d u c t i o n ,  y e n e n ' s  p o u l t r y  

p o p u l a t i o n  i n c r e a s e d  o v e r  3 0 8 %  betrI?een 1 9 8 0  and 1 9 8 5 .  Layers 

i n c r e a s e d  by o v e r  1 0 0 0 %  between 1 9 8 2  and  1985.  1986  s t a t i s t i c s  

a re  s t i l l  u n a v a i l a b l e  b u t  u n d o u b t e d l y  r e f l e c t  f u r t h e r  



i n c r e a s e s .  A p o r t i o n  of  t h i s  s u c c e s s  i s  due t o  t h e  

d e m o n s t r a t i o n  e f f e c t  of  t h e  P o u l t r y  S u b p r o j e c t  (PETS) .  

~ l t h o u g h  growth i n  t h e  s u b s e c t o r  is now c o n s t r a i n e d  b y  

d i f f i c u l t y  i n  o b t a i n i n g  impor ted  c h i c k s  and f e e d ,  i t  i s  c l e a r  

t h a t  PETS t e c h n i q u e s  and f a c i l i t i e s  a r e  b e i n g  r e p l i c a t e d  by  t h e  

p r i v a t e  s e c t o r  and PETS t r a i n e e s  a r e  i n  g r e a t  demand. 

S i n c e  1983 ,  when t h e  H o r t i c u l t u r e  S u b p r o j e c t  (BITS) began ,  

f r u i t  p r o d u c t i o n  i n  Yemen h a s  expanded by 43%.  T h i s  is  t h e  

r e s u l t  o f  y i e l d  and acreage i n c r e a s e s ,  Undoubtedly  some s f  

t h i s  i n c r e a s e  is  due  t o  t n e  BITS s u b p r o j e c t .  ~ l t h o u g h  f r u i t  

p r o d u c t i o n  and  p r o d u c t i v i t y  a r e  r i s i n g ,  muck more v a r i e t a l  

t e s t i n g  and a p p l i e d  r e s e a r c h  need t o  be done t o  i d e n t i f y  

v a r i e t i e s  most a p p r o p r i a t e  t o  Yemen's many m i c r o c l i m a t e s .  Over 

t h e  l a s t  y e a r  U S A I D  h a s  s u c c e e d e d  i n  l a r g e l y  d i s e n g a g i n g  from 

p r o d u c t i o n  t a r g e t s  e s t a b l i s h e d  e a r l i e r  by t h e  MAF f o r  HITS 

s t a t i o n s ,  and  w i l l  c o n t i n u e  o n l y  p r o d u c t i o n  i n c i a e n t a l  t o  

f u r t h e r  v a r i e t a l  t e s t i n g  and t r a i n i n g  e f f o r t s .  C o n s i s t e n t  w i t h  

t h e  M i s s i o n ' s  r e d i r e c t e d  f o c u s  on a g r i c u l t u r a l  p r o d u c t i o n  and 

p r o d u c t i v i t y ,  t h e  I r r i g a t e d  F a r m  P r a c t i c e s  ( I F P )  S u b p r o j e c t  

w i l l  b e  c o n s i d e r e d  f o r  pre-implementation a c t i v i t i e s  i n  FY 

1987-89 .  An a g r i b u s i n e s s  development  a c t i v i t y  which would 

i n c o r p o r a t e  a  P.E. 480 S e c t i o n  1 0 8  program may a l s o  b e  

c o n s i d e r e d  . w 

3 .  C o n s t r a i n t s .  A s  d i s c u s s e d  i n  S e c t i o n  I.F., 
macroeconomic c o n s t t a i n t s  such as  exchange r a y e s ,  i m p o r t  and 

p r i c e  p o l i c i e s ,  b a l a n c e  o f  payments  p rob lems ,  b u d g e t  
r e s t r i c t i o n s  a n d  d e c l i n e  i n  money r e m i t t a n c e s  do a f f e c t  

a g r i c u l t u r a l  pe r fo rmance  i n  Yemen. The s e c t o r a l  c o n s t r a i n t s  

t h a t  impede t h e  r a t e  o f  a g r i c u l t u r a l  growth a r e  a l s d  ment ionea  

i n  S e c t i o n  I . F . ,  and  a r e  summar ized  bs low.  



a .  P o l i c y  i n d u c e d  d i s t o r t i o n s  a f f e c t  

a g r i c u l t u r a l  p r i c e s  and p r o d u c t i o n .  Governrnent p o l i c i e s  a l s o  

d i s c o u r a g e  t h e  growth of a  s t r o n g  p r i v a t e  s e c t o r  i n  t h e  a r e a s  

o f  i n p u t  d i s t r i b u t i o n ,  m a r k e t i n g ,  and a g r i - i n d u s t r y .  

b .  T h e  l a c k  o f  r e l i a b l e  a g r i c u l t u r a l  d a t a  
hampers p o l i c y  development  and h i n d e r s  decision-maKing b y  a l l  

p r o d u c e r s .  To r e d u c e  t h i s  c o n s t r a i n t ,  U S A I D  h a s  d e v o t e d  Core  

s u D p r o j e c t  r e s o u r c e s  t o  d e v e l o p i n g  a n  area sample  f rame  and 
s t a t i s t i c a l  analysis c a p a b i l i t y .  Much more n e e d s  t o  be  done ,  

however,  t o  a s s i s t  t h e  MAF P l a n n i n g  and S t a t i s t i c s  D i r e c t o r a t e  

t o  c o l l e c t ,  a n a l y z e  and  d i s s e m i n a t e  r e l e v a n t  a g r i c u l t u r a l  d a t a  

and t o  u s e  t h e s e  d a t a  f o r  p o l i c y  a n a l y s i s .  

c .  Water s c a r c i t y  is t h e  most c r i t i c a l  f a c t o r  

a f f e c t i n g  a g r i c u l t u r a l  p r o d u c t i v i t y  i n  Yemen, Water p o l i c y  

c o n t i n u e s  t o  b e  u n d e f i n e d  and  i n e f f e c t i v e ,  e . g . ,  p r i v a t e  wells 

remain  u n r e g u l a t e d .  (USAID p l a n n e d  a c t i o n s  a g a i n s t  t h i s  

c o n s t r a i n t  a r e  d i s c u s s e d  i n  S e c t i o n  I1 D . )  

d .  The  a v a i l a b i l i t y  of  modern a g r i c u l t u r a l  
i n p u t s  i s  l i m i t e d ;  e . g . ,  t h e  l e v e l  of  f e ~ t i l i z e r  u s e  i n  Yemen 

i n  among t h e  l o w e s t  i n  t h e  w o r l d .  

e .  Adequate  c r e d i t  may n o t  b e  a v a i l a b l e  o v e r  t h e  

medium te rm.  

f .  Tne lack of  w e l l  t r a i n e d  p r o f e s s i o n a l  
a g r i c u l t u r a l i s t s  and  managers .  ( A c t i o n s  a g a i n s t  t h i s  

c o n s t r a i n t  a r e  d i s c u s s e d  i n  S e c t i o n  I1 C . )  

g .  Technology g e n e r a t i o n  and t r a n s f e r  i n  Yemen 

a r e  i n  t he i r  i n f a n c y ,  While a  nat ional  r e s e a r c h  c a p a b i l i t y  is 

b 



d e v e l o p i n g ,  an  e f f e c t i v e  e x t e n s i o n  o r g a n i z a t i o n a l  s t r u c t u r e  is 

n o t  l i k e l y  t o  d e v e l o p  i n  t h e  n e a r  f u t u r e .  The h i g h  

t e l e v i s i o n / r a d i o  c o v e r a g e  i n  t h e  r u r a l  a r e a s ,  however,  p r o v i d e s  

a  g r e a t  o p p o r t u n i t y  f o r  media-based e x t e n s i o n ,  wnich c o u l d  b e  

p a r t i c u l a r l y  e f f e c t i v e  f o r  d i s s e m i n a t i n g  i n f o r m a t i o n  t o  a 

l a r g e l y  i l l i t e r a t e  r u r a l  p o p u l a t i o n .  G r e a t e r  a t t e n t i o n  t o  

media-based e x t e n s i o n  is ,  i n  t h e  Miss ion  ' s view,  h i g h l y  
w a r r a n t e d ,  p a r t i c u l a r l y  a s  Yemeni p r i v a t e  s e c t o r  f i r m s  a r e  n o t  

y e t  a t  t h e  s t a g e  where t h e y  can p r o v i d e  r e l i a b l e  e x t e n s i o n  

i n f a r m a t i o n .  
-- --. 

I n  a d d i t i o n  t o  t h e  macro and s e c t o r a b  c o n s t r a i n t s  d i s c u s s e d  
p r e v i o u s l y ,  t h e  f o l l o w i n g  a d d i t i o n a l  c o n s t r a i n t s  a f f e c t  our  

programmat ic  e f f o r t s :  

h ,  A l t h ~ u g h  s u b s t a n t i a l  l e v e l s  sf d o n o r L a i d  
c o n t i n u e  t o  f low t o  t h e  a g r i c u l t u r a l  s e c t o r ,  t h e  l a c k  of  donor 

c o o r d i n a t i o n  h a s  l e d  t o  s u b s t a n t i a l  i n e f f i c i e n c i e s  i n  t h e  

a l l o c a t i o n  o f  a s s i s t a n c e  r e s o u r c e s .  Under t h e  l e a d e r s h i p  o f  

t h e  UNDP R e s i d e n t  R e p r e s e n t a t i v e ,  t h e  d o n o r s  have  r e c e n t l y  
i n i t i a t e d  r e g u l a r  s e c t o r a l  c o o r d i n a t i o n  m e e t i n g s .  A r e c e n t  

m e e t i n g  on a g r i c u l t u r a l  programs h i g h l i g h t e d  t h e  v a r y i n g  

r e s o u r c e s  a v a i l a b l e  and  t h e  need f o r  a c o o r d i n a t e d  a p p r o a c h  t o  
a g r i c u l t u r a l  p r o j e c t s .  T h e  d o n o r s  a l m o s t  unaminously  e x p r e s s e d  
c o n c e r n  r e g a r d i n g  t h e i r  own a n a l y t i c a l  a b i l i t y  t o  f o r m u l a t e  
a g r i c u l t u r a l  s t r a t e g i e s .  They u rged  U S A I D  t o  t a k e  t h e  lead  

w i t h i n  the g r o u p  i n  d e v e l o p i n g  a s t r a t e g i c  framework and 
i d e n t i f y i n g  emphas i s  a r e a s  f o r  donor  c o l l a b o r a t i o n .  Al though a 

number e x p r e s s e d  t h e i r  u n w i l l i n g n e s s  t o  engage  i n  h i g h  p r o f i l e  
macroeconomic p o l i c y  d i a l o g u e ,  t h e y  a g r e e d  t h a t  t h e i r  programs 

c a n  o n l y ' b e n e f i t  f rom a  b e t t e r  u n d e r s t a n d i n g  of  these  f a c t o r s  

and  movement by  t h e  YARG on macroeconomic issues  as a r e s u l t  of 
i 

nudging by the U.S. and international financial i n s t i t u t i o n s .  



i .  F i n a l l y ,  USAID'S own budge t  c o n s t r a i n t  was 

h i g n l i g h t e d  i n  t h e  CDSS rev iew and r e m a i n s  c o n s i d e r a b l e .  Donor 

c o o r d i n a t i o n  c a n  a l l e v i a t e  t h i s  c o n s t r a i n t  i n  sorne measure ,  b u t  

i s  n o t  a panacea  i n  t h a t  g r e a t e r  donor c o o r d i n a t i o n  e f f o r t s  may 

r e q u i r e  i n c r e a s e d  s t a f f  r e s o u r c e s ,  Recen t  USAID s u c c e s s e s  i n  

t h e  e d u c a t i o n  s e c t o r  and i n  t h e  development of  t h e  a g r i c u l t u r e  

p o r t i o n  of  t h e  TFYP have  i n d i c a t e d  t h a t  t h e  Miss ion  s h o u l d  

p e r h a p s  l o o k  t o  p a r t n e r s h i p s  w i t h  c e n t r a l  p r o j e c t s  and t o  

s h o r t - t e r m  r a t h e r  t h a n  long- te rm t e c h n i c a l  assistance t o  e a s e  

b u d g e t  l i m i t a t i o n s .  These  s o l u t i o n s ,  a s  w e l l ,  have U S A I D  

s t a f f i n g  i m p l i c a t i o n s .  

4 .  Prsqrammatie/Managemen% A c t i o n s  and Benchmarks. 

(FY 1987-89) 

a .  FY 1987 (Second H a l f )  

- (1)  eveb bop a  n a t i o n w i d e  a g r i c u l t u r a l  s u r v e y  

t o  u p d a t e  t h e  MAP'S 1983  A g r i c u l t u r a l  Census  d a t a .  

( 2 )  I d e n t i f y  key a r e a s  o f  p o l i c y  d i a l o g u e  and  

s t u d i e s  needed t o  h e l p  a f f e c t  p o l i c y  r e f o r m .  I n  t h i s  r e g a r d  

and  a  p a r t  o f  donor c ~ l l a b ~ r a t i ~ n  e f f o r t s ,  d e v e l o p  a  matrix of 

Yemeni a g r i c u l t u r a l  p r o d u s t i a n  and p r o d u c t i v i t y  p o t e n t i a l s  and 

c o n s t r a i n t s  and r e l a t e  t h i s  t o  on-going and p l a n n e d  donor 

a s s i s t a n c e  p rograms .  

( 3 )  Phase  o u t  of  s u c c e s s f u l  PETS w h i l e  
c o n t i n u i n g  d i a l o g u e  on p r i v a t i z a t i o n  o f  MAP p u l l e t  and egg 
p r o d u c t i o n  a c t i v i t i e s .  Complete t r a n s f e r  of  a l l  a s p e c t s  of  the 

s u b p r o  jest  t o  MAF. 

(4) I n i t i a t e  i m p l e m e n t a t i o n  of  HITS 

e v a l u a t i o n  recommendat ions  i n c l u d i n g  t r a n s f e r  of  



r e s e a r c h / v a r i e t a l  t e s t i n g  a t  A 1  I r r a  and Al J a r o u b a  from t h e  

1 4 A ~ . , t o  t h e  A g r i c u l t u r a l  Resea rch  A u t h o r i t y  ( A R A ) ,  e x p a n s i o n  of 

d e m o n s t r a t i o n  p l o t / e x t e n s i o n  a c t i v i t i e s  and u p g r a d i n g  of  

s u p p o r t  t o  M i n i s t r y  p l a n t  p r o t e c t i o n  s t a f f .  

( 5 )  I n i t i a t e  I F ?  p r e - i m p l e m e n t a t i o n  

a c t i v i t i e s  i n c l u d i n g  a  s u r v e y  o f  i r r i g a t i o n  and a s s o c i a t e d  farm 

p r a c t i c e s  i n  S a n a ' a  G o v e r n o r a t e  under  t h e  Core S u b p r o j e c t ' s  

I r r i g a t i o n  Module. 

( 6 )  Review ADSP i m p l e m e n t a t i o n  a r r a n g e m e n t s  

t o  d e t e r m i n e  w h a t  changes  are n e c e s s a r y  to conform program 

e l e m e n t s  t o  s u s t a i n a b l e  a g r i c u l t u r a l  p r o d u c t i o n  and 

p r o d u c t i v i t y  g o a l s .  

( 7 )  Working w i t h  MAF, CPO and t h e  C e n t r a l  
P 

Bank, d e v e l o p  a c o n s e n s u s  on a p p r o p r i a t e  uses of  P.L. 4 8 0  

g e n e r a t i o n s  t o -  s u p p o r t  s t r a t e g i c  and p o l i c y  o b j e c t i v e s .  

(1) Implement n a t i o n w i d e  a g r i c u l t u r a l  s u r v e y .  

( 2 )  I n i t i a t e  key s t u d i e s  n e c e s s a r y  t o  a f f e c t  

p o l i c y  r e f o r m  and f u r t h e r  r e f i n e  p o l i c y  d i a l o g u e  agenda .  

I n i t i a t e  a g r i c u l t u r a l  p o l i c y  s e m i n a r  s e r i e s .  

( 3 )  I n i t i a t e  a c t i o n s  r e g a r d i n g  ADSP 

imple lnen ta t ion  a r r a n g e m e n t s  t o  r e f l e c t  t h e  new s t r a t e g y .  

( 4 )  Implement an  a g r i c u l t u r a l  p r i v a t e  s e c t o r  
s u p p o r t  p l a n  i n c l u d i n g  macro a n d . s e c t o r a 1  p o l i c y  d i a l o g u e ,  

f i n a n c i a l  needs  a s s e s s m e n t ,  t e c h n o l o g y  t r a n s f e r  and t e c h n i c a l  
. . 

a n d  m a n a g e r i a l  k r a i n i n g .  



(6) Implement r e m a i n i n g  HITS  e v a l u a t i o n  

recommendat ions .  

C o n t i n u e  t o  r e a s s e s s  t h e  v a l i d i t y  of  our  

' s t r a t e g y  e m p h a s i z i n g  a g r i c u l t u r a l  p r o d u c t i o n  and p r o d u c t i v i t y  

a g a i n s t  o p p o r t u n i t i e s  i n  o f f - f a r m  r u r a l  e n t e r p r i s e s  and o t h e r  

n o n - a g r i c u l t u r a l  p r o . d u c t i v e  s e c t o r s .  I f  a g r i c u l t u r a l  

p r o d u c t i o n / p r o d u c t i v i t y  emphasis  r e m a i n s  a p p r o p r i a t e ,  

- re-examine  a r e a s ' o f  growth p o t e n t i a l  and p r o g r e s s  i n  overcoming 

c o n s t r a i n t s ,  

5 .  P o l i c y  Dia logue  Agenda/Empact. O v e r a l l  

macroeconomic agenda i t e m s  a r e  f u l l y  d i s c u s s e d  i n  S e c t i o n  11. 

A .  The Miss ion  p r o p o s e s  t h e  f o l l o w i n g  s e c t o r a l - o r i e n t e d  

a n a l y t i c a l  p i e c e s :  - 

a .  A p f i o r i t y  a s s e s s m e n t  of  why f e r t i l i z e r  u s e  

is so low, what f e r t i l i z e r s  a r e  a p p r o p r i a t e  f o r  Yemen's v a r i e d  

s o i l s  and m i c r o c l i m a t i c  z o n e s ,  and how p r i v a t e  s e c t o r  

f e r t i l i z e r  ilnpor t a  t i o n  and d i s t r i b u t i o n  c o u l d  be  e n c o u r a g e d .  

b .  A s t u d y  of p r i c e s  and  i n c e n t i v e s  f o r  

a g r i c u l t u r e ,  This s t u d y  would i n c l u d e  a  b r o a d  r e c o n n a i s a n c e  

and a s s e s s m e n t  o f  government  p o l i c i e s  and i n t e r v e n t i o n s  

a f f e c t i n g  t h e  demand f o r  a g r i c u l t u r a l  i n p u t s ,  i n c l u d i n g  

i r r i g a t i o n ,  and a g r i c u l t u r a l  o u t p u t s ,  i n c l u d i n g  qat. This 

s t u d y  w i l l  a l s o  a n a l y z e  t h e  c o m p a r a t i v e  a d v a n t a g e s  o f  

s u b s e c t o r s  w i t h i n  a g r i c u l t u r e  and t h e  o p p o r t u n i t y  c o s t s  of  
i n v e s t m e n t s  i n  t h e  s e c t o r .  

c .  A r e l a t e d  s t u d y  o f  i n c e n t i v e / d i s i n c e n t i v e  

e f f e c t s  on a g r i c u l t u r a l  p r o d u c t i o n  o f  Yemeni exchange r a t e  



p o l i c i e s  and p r a c t i c e s .  T h i s  s t u d y  would a s s e s s  t h e  e f f e c t  of  

t h e  exchange r a t e  on f i n a n c i a l  and economic r e t u r n s  or1 

a g r i c u l t u r a l  p r o d u c t i o n ,  r e l a t i v e  p r i c e  r a t i o s  of  i n p u t s ,  and  

t h e  e f f e c t  of  t h e  r e a l  exchange r a t e  on food  p r o d u c t i o n ,  

i m p o r t s  and consumpt ion i n  r e l a t i o n  t o  p e r c e i v e d  s h i f t s  i n  t h e  

s t r u c t u r e  of economic a c t i v i t y .  

d ,  An a n a l y s i s  of  a g r i c u l t u r a l  c r e d i t  n e e d s  and 

mechanisms f o r  g e n e r a t i o n  and d e l i v e r y  of  c r e d i t  r e s o u r c e s .  

e .  A b r o a d  rev iew of  environmental d e g r a d a t i o n  

i s s u e s  a f f e c t i n g  t h e  a g r i c u l t u r a l  s e c t o r  and development  of  

p o l i c y  and  t e c h n i c a l  r e c o m m e n d a t i ~ a s  t o  s low o r  r e v e r s e  t h e  

p a c e  o f  d e t e r i o r a t i o n .  

The Miss ion  hopes  t h a t  t h e  a n a l y t i c a l  and p o l i c y  agenda 

o u t l i n e d  above  w i l l  form t h e  workplan  f o r  an expanded 

a g r i c u l t u x a l  p o l i c y  a n a l y s i s  c a p a b i l i t y  under  t h e  Core  

s u b p r o j e c t .  I t  is c l e a r ,  however,  t h a t  o u t s i d e  a n a l y t i c a l  

a s s i s t a n c e  w i l l  be r e q u i r e d ,  t h r o u g h  s n o r t - t e r m  a s s i s t a n c e  

f i n a n c e d  under t h e  ADSP, c e n t r a l  and  r e g i o n a l  p r o j e c t s ,  o r  

p r o j e c t  development  and s u p p o r t .  For e s t i m a t e d  c o s t s  see Annex 

B. 

6 .  P r o s p e c t s  f o r  S u c c e s s  of  S t r a t e g y .  USAID 

b e l i e v e s  t h a t  t h e  s t r a t e g y  o u t l i n e d  h e r e  h o l d s  r e a s o n a b l y  good 

p r o s p e c t s  f o r  s u c c e s s  over  t n e  l o n g e r - t e r m ,  p a r t i c u l a r l y  i f  

c o n s t r a i n t s  c a n  b e  a d e q u a t e l y  a d d r e s s e d ,  i m p l e m e n t a t i o n  
m o d a l i t i e s  improved,  and donor c o o r d i n a t i o n  e f f e c t e d .  Because 
t h e  s t r a t e g y  i s  b a s e d  upon a n a l y s e s  and  a s s u m p t i o n s  w h i c h  may 

not h o l d  t r u e  o v e r  t h e  l o n g e r - t e r m ,  however,  i t  w i l l  r e q u i r e  

c o n t i n u e d  m o n i t o r i n g  a t  r e g u l a r ,  e . g . ,  2-3 y e a r ,  i n t e r v a l s  t o  

e n s u r e  t h a t  t h e  o p p o r t u n i t y  c o s t  of  a g r i c u l t u r a l  i n v e s t m e n t s  is  
n o t  r e a c h i n g  u n a c c e p t a b l y  h i g h  l e v e l s ,  



C.  EDUCATION A N D  HUMAN RESOURCES. 

1. S t r a t e g y .  A s  shown i n  S e c t i o n  1.3. above ,  

Yemen's e d u c a t i o n a l  s t a t i s t i c s  a r e  s t a r k  i n  compar ison w i t h  t h e  

AID o b j e c t i v e s  e s t a b l i s h e d  i n  t h e  " B l u e p r i n t n  and r e f l e c t  one  

o f  t h e  most  s e r i o u s  c o n s t r a i n t s  t o  t h e  p u r s u i t  of  economic 

growth th rough  p r o d u c t i o n  and p r o d u c t i v i t y  i n c r e a s e s .  Only h a l f  
o f  Yemeni c h i l d r e n  of  p r i m a r y  s c h o o l  a g e  e n r o l l  i n  s c h o o l ;  o f  
t h i s  h a l f ,  o n l y  h a l f ,  i . e . ,  2 5 % ,  c o m p l e t e  f o u r t h  g r a d e .  Only 
32% o f  a l l  Yemeni a d u l t s  a r e  l i t e r a t e .  A l l  o f  t h e s e  f i g u r e s  

be l i e  major  sex-based  d i f f e r e n c e s  i n  t h e  r a t e s  of  e d u c a t i o n a l  

a t t a i n m e n t  f o r  Yemeni men and women, Moreover,  t h e s e  
s t a t i s t i c s  p r o f i l e  a c o u n t r y  where s k i l l s  t r a i n i n g  f o r  

p r o d u c t i v e  employment is l a r g e l y  l a c k i n g ,  r e s u l t i n g  i n  r e d u c e d  

e f f i c i e n c y  o f  s u p e r v i s i o n  and on- the- job  t r a i n i n g .  For t h e  

s e l f - e m p l o y e d ,  p a r t i c u l a r l y  i n  a g r i c u l t u r e ,  low l e v e l s  of  

l i t e r a c y  and t e c h n i c a l  s k i l l s  i n h i b i t  p r o d u c t i v i t y  by making 

t e c h n i c a l  i n f o r m a t i o n  more d i f f i c u l t  t o  o b t a i n  from e x t e n s i o n  

s y s t e m s .  A s  a  r e s u l t ,  i n p u t s  a r e  used  l e s s  e f f i c i e n t l y ,  and 

new t e c h n o l o g i e s  and m a r k e t i n g  p r a c t i c e s  a r e  a d o p t e d  l e s s  

r e a d i l y .  Yemen's c a d r e  o f  t r a i n e d  p e r s o n n e l  c a p a b l e  of  

g r o v i d i n g  l e a d e r s h i p  i n  t e c h n i c a l ,  s c i e n t i f i c ,  a d m i n i s t r a t i v e ,  

and management r o l e s  r emains  i n a d e q u a t e  t o  p l a n ,  manage and 

i ~ ~ i p l e m e n  t development  programs . 
a .  Long-Term O b j e c t i v e s .  

(1) improve the YARGts capacity t o  analyze 
lQbor force needs and m a k e  in fo rmed  decisions about t h e  

a l l o c a t i o n  of  t r a i n i n g  resources; 

( 2 )  b u i l d  a  c a d r e  of  p o f e s s i o n a l s  i n  k e y  

development  f i e l d s  ( n o t a b l y  a g r i c u l t u r e  a 4 d  e d u c a t i o n )  and 



enhance  t h e  c a p a c i t y  of  Yemeni i n s t i t u t i o n s  t o  t r a i n  
p r o f e s s i o n a l s  i n  t h e s e  f i e l d s ;  and 

( 3 )  i n c r e a s e  t h e  e f f i c i e n c y  and  

e f f e c t i v e n e s s  of  p r i m a r y  e d u c a t i o n  a n d ,  the reDy,  expand a c c e s s  

t o  b a s i c  e d u c a t i o n ,  p r o v i d i n g  a  b r o a d e r  f o u n d a t i o n  f o r  
p r o d u c t i o n  and p r o d u c t i v i t y  i n c r e a s e s .  

U S A I D  h a s  n o t  s e t  q u a n t i f i a D l e  g o a l s  i n  l i n e  w i t h  t h o s e  of  t h e  

" B - l u e p r i n t n  f o r  t h e  hUIllan E e S Q U T c e s  s e c t o r  d u r i n g  t h e  A c t i o n  

P l a n  p e r i o d  b e c a u s e  t h e  d a t a  base n e c e s s a r y  f o r  e s t a ~ l i s h i n g  

r e a s s n a b h e  g o a l s  and a s s e s s i n g  impac t  does  n o t  yet e x i s t .  For  

example ,  t h e  most  e x t e n s i v e  YARG s t u d y  o f  p r i m a r y  s c h o o l  

d r o p o u t  and r e p e t i t i o n  r a t e s  s e r i o u s l y  u n d e r e s t i m a t e s  a c t u a l  

e n r o l l m e n t  l e v e l s ;  t h u s ,  t h e  a c c u r a c y  of  t h e  u n d e r l y i n g  s t u d y  

i s  q u e s t i o n a b l e .  Moreover,  t h e  E d u c a t i o n a l  Development S u p p o r t  

P r o j e c t  (EDSP) ( 2 7 9 - 0 0 7 4 )  w i l l  n o t  g e n e r a t e  q u a n t i f i a b l e  

i m p a c t s  u n t i l  a f t e r  1991.  The EDSP, however,  does  c o n t a i n  

p r o v i s i o n  f o r  e s t a b l i s h i n g  b a s e l i n e  and %al low-up d a t a  
n e c e s s a r y  t o  measure  p r o j e c t  i m p a c t s .  These  i m p a c t s  a r e  
p r o j e c t e d  t o  be: 

(1) A 1Q% i n c r e a s e  above t h e  p r o j e c t e d  t r e n d  

P i n e  i n  t h e  p r o p o r t i o n  o f  t h e  grade 1 c o h o r t  g r a d u a t i n g  f rom 

g r a d e  6 i n  6 y e a r s .  

( 2 )  A 2% i n c r e a s e  ( o r  4 0 , 0 0 0  a d d i t i o n a l  
grade 6 graduates) in gross productivity rates of primary 

education. 

( 3 )  A two-year r e d u c t i o n  i n  t h e  a v e r a g e  
number o f  s t u d e n t  y e a r s  r e q u i r e d  t o  p roduce  a g r a d e  6 g r a d u a t e .  



( 4 )  I n c r e a s e d  l e v e l s  of  s t u d e n t  a c h i e v e m e n t  

i n  m a t h e m a t i c s ,  s c i e n c e  and r e a d i n g ,  a s  measured by  

c r i t e r  i o n - r e f e r e n c e d  t e s t s .  

b .  I n t e r m e d i a t e  O b j e c t i v e s  ( F Y  1987-1989 ) . 

(1) b o l s t e r  t h e  YARG's  a b i l i t y  t o  engage  i n  

a n  e f f e c t i v e  p o l i c y  d i a l o g u e  on e d u c a t i o n  and t r a i n i n g  i s s u e s ;  

and  

( 2 )  e n c o u r a g e  o r g a n i z a t i o n a l  development  t h a t  

enhances  the g o v e r n m e n t ' s  a b i l i t y  t o  u % i L i z e  e f f e c t i v e l y  

r e s o u r c e s  a v a i l a b l e  f o r  e d u c a t i o n  and  development .  

S i n c e  a  key f a c t o r  i n  a c h i e v i n g  t h e s e  i n t e r m e d i a t e  o b j e c t i v e s  

i s  a d e q u a t e  and a c c u r a t e  i n f o r m a t i o n  on t h e  human r e s o u r c e s  
. . 

s e c t o r ,  USAID's FY 1987 and FY 1988 programs f e a t u r e  t h e  

f o l l o w i n g  i n f o r m a t i o n a l  a c t i v i t i e s ,  p u r s u i n g  a s t r a t e g y  ' 

c o n s i s t e n t  w i t h  Agency g u i d a n c e  f o r  c o u n t r i e s  w i t h  i n a d e q u a t e  

d a t a  b a s e s  : 

(1) E s t a b l i s h  an  e d u c a t i o n a l  management 

i n f o r m a t i o n  Sys tem (MIS) f o r  p r i m a r y  s c h ~ o l  pe r fo rmance  and  

. ccrst da ta .  

( 2 )  E s t a b l i s h  an  MIS f o r  l a b o r  f o r c e  

p l a n n i n g  d a t a .  

( 3 )  I n i t i a t e  s t u d i e s  c o n c e r n i n g  e f f e c t i v e  
s c h o o l s ,  i n t e r n a l  e f f i c i e n c y  and a c c e s s .  

( 4 )  I n i t i a t e  a c t i v i t i e s  r e l a t e d  t o  t h e  

a s s e s s m e n t  and  development  of t h e  e x i s t i n g  p r i m a r y  s c h o o l  

m a t h e m a t i c s ,  s c i e n c e  and r e a d i n g  c u r r i c u l a .  



I n  a d d i t i o n ,  USAID w i l l  e n c o u r a g e  and moni to r  a  s n i f t  i n  

dec i s ion-making  r e s p o n s i b i l i t i e s  f o r  i ts  Development T r a i n i n g  
I11 p r o j e c t  t o  t h e  Y A i l G ' s  Suprerne C o u n c i l  f o r  S c h o l a r s h i p s  and 

T r a i n i n g .  The Suprerne Courlci l  i s  e x p e c t e d  t o  make key 

d e c i s i o n s  r e g a r d i n g  t h e  a l l o c a t i o n  of  f u n d s  a v a i l a b l e  f o r  

t r a i n i n g  among d i f f e r e n t  l e v e l s  a n d  f i e l d s  of  t r a i n i n g .  I n  

s h i f t i n g  t h i s  r e s p o n s i b i l i t y ,  USAID e x p e c t s  t h e  YARG t o  become 

more aware  o f  t h e  need t o  maximize r e t u r n s  on l i m i t e d  t r a i n i n g  

r e s o u r c e s .  Moreover,  t h i s  s h i f t  i n  dec i s ion-making  i s  i n t e n d e d  

to e n c o u r a g e  t h e  growth o f  r e s p o n s i b l e  YARG dec i s ion-making  

p r o c e s s e s ,  a  c r i t i c a l  e l ement  of  o r g a n i z a t i o n a l  deve lopment .  

Over t h e  A c t i o n  P l a n  p e r i o d ,  USAPD w i l l  a l s o  c o n t i n u e  t o  
c o n s o l i d a t e  i t s  accompl i shments  i n  a g r i c u l t u r g l  e d u c a t i o n ,  
d e s i g n e d  t o  impac t  more d i r e c t l y  on t h e  t r a i n e d  a g r i c u l t u r a l  

p e r s o n n e l  c o n s t r a i n t  t o  i n c r e a s e d  a g r i c u l t u r a l  p r o d u c t i o n  and 

p r o d u c t i v i t y .  The Ibb S c h o o l ' s  t r a n s i t i o n  t o  a Yemeni f a c u l t y  
i s  a l m o s t  c o m p l e t e ;  s t a f f  t r a i n i n g  i n  t h e  U . S .  and  t h i r d  

c o u n t r i e s  w i l l  c o n t i n u e  f o r  f a c u l t y  of  a l l  t h r e e  Secondary  
A g r i c u l t u r a l  I n s t i t u t e s .  A f e a s i b i l i t y  s t u d y  o f  a d d i t i o n a l  

S A I s  h a s ,  a t  t h e  r e q u e s t  of  t h e  YARG, been moved up t o  FY 8 7 .  

T h e  F a c u l t y  of A g r i c u l t u r e  a t  S a n a ' a  U n i v e r s i t y  w i l l  g r a d u a t e  

i ts f i r s t  c l a s s  d u r i n g  t h e  A c t i o n  P l a n  p e r i o d  (FY 1988 ) . 
A c t i v i t i e s  w i l l  c o n t i n u e  t o  a d a p t  a n  a p p r o p r i a t e ,  p r a c t i c a l  

c u r r i c u l u m  f o r  s t u d e n t  and  Yemeni development  n e e d s ,  a s  w e l l  a s  
t o  p r o g r e s s  i n  t h e  c o n s t r u c t i o n  of  t h e  n e c e s s a r y  p h y s i c a l  p l a n t  

' a s  p a r t  of  a  mul t i -donor  approach .  

2 .  Impact. From FY 1 9 8 4  through FY 1 9 8 6 ,  t h e  

p r i m a r y  i n t e r m e d i a t e  o b j e c t i v e  of  t h e  human r e s o u r c e s  program 
was t o  e s t a D l i s h  e f f e c t i v e  working r e l a t i o n s h i p s  w i t h  key YARG 

m i n i s t r i e s  and  a g e n c i e s ,  e . g . ,  t h e  M i n i s t r i e s  o f  E d u c a t i o n  and 
C i v i l  S e r v i c e  and A d m i n i s t r a t i v e  Reform, t h e  C e n t r a l  P l a n n i n g  



G r g a n i z a t i o n  a n d  S a n a ' a  U n i v e r s i t y .  The Miss ion  h a s  Seen  

h i g h l y  s u c c e s s f u l  i n  a c n i s v i n g  t h i s  o b 2 e c t i v e .  

D u r i n g  e a r l y  FY 1 9 8 5 ,  t h e  Miss ion  began t o  g i v e  i n c r e a s e d  

p r i o r i t y  t o  l a y i n g  a n  a n a l y t i c a l  b a s e  f o r  human r e s o u r c e  

d e v e l o p m e n t .  The  f i r s t  s t e p  i n  t h i s  r e g a r d  was t n e  cornp le t ron  
of  a n  e d u c a t i o n  s e c t o r  a s s e s s m e n t  f u n d e d  t h r o u g h  t h e  Improv ing  

t h e  E f f i c i e n c y  o f  E d u c a t i o n  Sys tems  (IEES) p r o j e c t ,  which led 
* .  - t o - a d d i t i o n a l  r e q u e s t s  i n  FY 1986 f o r  a s s i s t a n c e  i n  t h e  

p r e p a r a t i o n  o f  t h e  e d u c a t i o n  p o r t i o n  o f  t h e  TFYP a n d  t h e  

a n a l y s i s ,  of. s e v e r a l  critical e d u c a t i o n  p ~ o b l e m ~  r e l a t e d  t o  

teacher demand a n d  s u p p l y ,  E v i d e n c e  of s u c c e s s  i n  t n i s  r e g a r d  

i s  t h a t  t h e  MOE h a s  r e c e n k l y  r e q u e s t e d  a s s i s t a n c e  i n  u p - d a t i n g  

t h e  s e c t o r  a s s e s s m e n t  and l o o k i n g  a t  a  b r o a d e r  r a n g e  o f  i s s u e s  

i n c l u d i n g  an  e x a m i n a t i o n  o f  t h o s e  r e l a t e d  t o  e d u c a t i o n a l  c o s t s  

a n d  f i n a n c i n g .  The measure  of s u c c e s s  i n  t h e  f u t u r e ,  however ,  

must be t h e  i m p a c t  o f  s u c h  s t u d i e s  on Yemen's human r e s o u r c e s  

p r o g r a m ,  The EDSP e v a l u a t i o n  p l a n  c o n t a i n s  p r o v i s i o n  t o  

m e a s u r e  t h i s  i m p a c t  i n  t h e  a r e a  o f  p r i m a r y  e d u c a t i o n .  

The s u c c e s s  o f  USAfDts e f f o r t  i n  s e c o n d a r y  a g r i c u l t u r a l  

e d u c a t i o n  ( S A E )  c a n  be  measured  by: 1) i n c r e a s e d  e n r o l l m e n t  

l e v e l s  f o r  t h e  s e c o n d a r y  a g r i c u l t u r a l  s c h o o l s ;  2 )  c o n t i n u i n g  

h i g h  demand f o r  SAI g r a d u a t e s  f rom b o t h  t h e  p u b l i c  a n d  p r i v a t e  - 

s e c t o r s ;  and  3 )  t h e  Y A R G t s  r e q u e s t  t o  a c c e l e r a t e  t h e  

f e a s i b i l i t y  s t u d y  f o r  a d d i t i o n a l  SAIs t o  FY 1 9 8 7 ,  it. now 
appears c l e a r  t h a t  p o t e n t i a l  s t u d e n t s ,  a s  w e l l  as p o t e n t i z l  
e m p l o y e r s ,  a re  f u l l y  aware o f  t n e  o p p o r t u n i t y  which t h e  

s e c o n d a r y  a g r i c u l t u r a l  e d u c a t i o n  sytem o f f e r s  f o r  p r o d u c t i v e  
employment i n  a g r i c u l t u r a l  and r e l a t e d  s e c t o r s .  

U S A I D  and  t h e  YARG w e r e  s u c c e s s f u l  i n  a s s e m b l i n g  a f i n a n c i n g  

package for c o n s t r u c t i o n  sf t h e  F a c u l t y  of Agriculture a t  a 
tine when Arab donor aid was falling dramatically. T h i s  



s u c c e s s  was a  r e f l e c t i o n  o f  t h e  Y A R G ' S  f a i t h  i n  t h e  

e f f e c t i v e n e s s  o f  t n e  USAID F a c u l t y  o f  A g r i c u l t u r e  p rogram,  a s  

w e l l  a s  t h e  Y A R G ' S  own move t o  a d o p t  a g r i c u l t u r a l  g rowt3  a s  

t h e i r  paramount  o b j e c t i v e  f o r  t h e  T n i r d  Five-Year P l a n .  

3 .  C o n s t r a i n t s .  T h e  r e c e n t  EDSP d e s i g n  e f f o r t  h a s  

made U S A I D  much more aware  o f  t h e  e x t e n t  LO which t h e  XOE, a s  

. w e l l  a s  o t h e r  Less well-endowed m i n i s t r i e s ,  r e q u i r e  s u p p o r t  t o  . . 
c a r r y  on a d i a l o g u e .  S u p p o r t  n e e d s  a r e  f o r  c a r e f u l ,  
c o b l a b o r a t i v e  a n a l y s e s  sf e x i s t i n g  p rograms ,  t e s t i n g  o f  

s o l u t i o n s  and b u i l d i n g  sf consensus f o r  change .  The MQE has 

shown a n  i n t e r e s t - i n  a  p o l i c y  d i a l o g u e  b a s e d  upon s u c h  s u p p o r t .  

The i m p a c t  o i  b u d g e t  c u t s  on a c h i e v e m e n t  of  g o a l s  i n  t h e  human 

r e s o u r c e s  s e c t o r  was emphas ized  i n  t h e  CDSS, p a r t i c u l a r l y  v i t n  

r e s p e c t  t o  p l a n s  t o  expand p r o f e s s i o n a l  t r a i n i n g  a n d  i n i t i a t e  

the EDSP, A s  a result, EBSP h a s  been  s c a l e d  down a n d  

components i s o l a t e d  i n t o  modules  t o  f a c i l i t a t e  b u d g e t  

a d j u s t m e n t .  T a r g e t e d  l e v e l s  o f  a c a d e m i c  t r a i n i n g  w i t h i n  t h e  

Development  T r a i n i n g  I11 p r o j e c t  h a v e  been abandoned;  l e v e l s  
w i l l  be  prograxnmed i n  a c c o r d  w i t h  a v a i l a b b e  f u n d i n g .  

 imitations on f u n d i n g  fo r  t h e  ~cJ r  i c u l t u r  e 'Deveiopment  Support 

Program h a v e  r e q u i r e d  t h a t  U S A I D  scale back p l a n n e d  s u p p o r t  t o  

- o t h e r  SAIs s u b s t a n t i a l l y .  CJi tn t h e  SAE program c l e a r l y  

g a t h e r i n g  momentum, U S A I D  c a n  r e d u c e  g r a n t  r e s o u r c e s  w i t h o u t  
j e o p a r d i z i n g  the s u c c e s s  o f  I b b .  Reduced f u n d i n g  f o r  SAE, 
however ,  w i l l  r e d u c e  U S A I D 1 s  a b i l i t y  t o  b r i n g  other SAIs up t o  

I b b ' s  l e v e l  a n d  w i l l  p r e v e n t  U S A I D  f rom s u p p o r t i n g  e x p a n s i o n  of  
t h e  SAE s y s t e m ,  s h o u l d  the f e a s i b i l i t y  s t u d y  s o  w a r r a n t .  

N e c e s s a r y  b u d g e t  a l l o c a t i o n s  f o r  the F a c u l t y  of  A g r i c u l t u r e  

( a v e r a g i n g  a l m o s t  20% of  t h e  USAID program C u r i n g  t n e  A c t i o n  

P l a n  p e r i o d )  h a v e  been p r o t e c t e d  t o  d a t e ;  a a i n t a i n i n g  t h i s  

p r o t e c t e d  s t a t u s  d u r i n g  s t a t i c  o r  d e c l i n i n g  bud,gets  will 



r e s t r i c t  USAID'S ability t o  d e v o t e  more r e s o u r c e s  t o  a i r e c t l y  

p r o d u c t i v e  a g r i c u l t ~ r a l  a c t i v i t i e s .  

4 .  Programmatic/Nanagernent Ac t ions  (FY 1984-1989). 

a .  FY 1987 ( S e c o n d  H a l f ) .  

* .  - .  (1) Complete o r g a n i z a t i o n a l  development  and 

t r a i n i n g  p l a n  s t u d y  f o r  t h e  Ministry of O i l  and Minera l  
Resources. 

( 2 )  Approve the EDSP and complete  
deobligation/re~bligation a c t i o n s  f o r  FY 1987 f u n d i n g .  

( 3  ) Approve wor k p l a n s  r e l a t e d  t o  development 

of  e d u c a t i o n a l  and l a b o r  f o r c e  p l a n n i n g  MISS t o  b e  unde r t aken  

Dy t h e  LEES and Basic Research and Implementa t ion  i n  Developing 

Educa t ion  Systems (BRIDGES) p r o j e c t s .  

( 4  ) Resusmit  amend~nent t o  i n c r e a s e  furlding 

f o r  t h e  Development T r a i n i n g  111 p r o j e c t  f o r  a p p r o v a l .  

( 5  1 S e l e c t  EDSP t e c h n i c a l  a s s i s t a n c e  
c o n t r a c t o r .  

( 6  ) Conduct f e a s i b f  l i t y  s t u d y  f o r  a d d i t i o n a l  
s e c o n d a r y  a g r i c u l t u r a l  i n s t i t u t e s .  

( 7 )  Determine a d d i t i o n a l  p o s s i b i l i t i e s  f o r  
p h a s i n g  o u t  o f  t h e  ISAI s u b p r o j e c t  more q u i c k l y  w i t h o u t  

s a c r i f i c i n g  o b j e c t i v e s  of  q u a l i t y  improvement i n  o t h e r  S A L s .  

( 8 )  Complete cont rac t ing  arrangements f o r  
FOA subproject, including selection of technical  a s s i s t ance  



c o n t r a c t o r ,  s e l e c k i o n  o f  c o n s t r u c t i o n  and c o n s t r u c t i o n  

s u p e r v i s i o n  c o n t r a c t o r s .  

(1) Approve LEES and B R I D G E S  w o r k p l a n s  f o r  

MISS and " e f f e c t i v e  s c h o o l s "  s t u d i e s .  

( 2  ) Conduct  EDSP ' s  g e n e r a l  cu r r i cuZum r e v i e w  

, . a n d  a s s e s s m e n t  a n d  first f o r m a t i v e  e v a l u a t i o n .  

( 3  ) c o n d u c t  c r o s s - s e c t o r a l  p a r t i c i p a n t  

t r a i n i n g  impact study. 

(4) Implement  I S A I  phase -ou t  p l a n  w h i l e  

w o r k i n g  w i t h  MOE and o t h e r  d o n o r s  t o  d e v e l o p  f u t u r e  c o u r s e  o f  

a c t i o n  f o r  SAE s y s t e m  e x p a n s i o n ,  if f e a s i b l e .  

( 5 )  Accelerate d e v e l o p m e n t  o f  l i n k a g e s  
be tween  FOA, !%IF, ARA and  o t h e r  a g r i c u l t u r a l  o r g a n i z a t i o n s ,  

e . g . ,  t h r o u g h  t h e  e s t a b l i s h m e n t  of a n  A g r i c u i t u r a l  P o l i c y  

I n s t i t u t e  a t  S a n a ' a  U n i v e r s i t y .  

(19 Approve I E E S  and BRIDGES w o r k p l a n s  f o r  

HISS and " i n t e r n a l  e f f i c i e n c y n  s t u d i e s .  

( 2 )  Complete  EDSP curriculum evaluation and 

e f f e c t i v e  s e k s o l s  studies and d e c i s i o n s  on d i r e c t i o n s  f o r  Year 

2 w o r k p l a n .  

( 3  ) Implement  recommendat ions  of  

c r o s s - s e c t o r a l  t r a i n i n g  i m p a c t  s t u d y .  



5 .  P o l i c y  D i a l o g u e  Agenda/ fmpact .  The U S A I D  and 

VARG a r e  n o t  c u r r e n t l y  i n  a p o s i t i o n  t o  engage  i n  e f f e c t i v e ,  

s u 5 s t a n t i v e  p o l i c y  d i a l o g u e  f o r  t h e  human r e s o u r c e s  s e c t o r .  

The key c o n s t r a i n t  is  l a c k  o f  i n f o r m a t i o n  r a t h e r  t h a n  p o t e n t i a l  

i s s u e s .  An example  of  a n  i s s u e  r e l a t e s  t o  t h e  YARG's 

commitment ,  f o r  c u l t u r a l ,  s o c i a l  and  economic r e a s o n s ,  t o  

~ e m e n i z e  t h e  t e a c h i n g  f o r c e  now domina ted  by e x p a t r i a t e s .  

Teacher  t r a i n i n g  e n r o l l m e n t s  i n c r e a s e d  r a p i d l y  f o l l o w i n g  t h e  

i n t r o d u c t i o n  o f ' t s a i n i n g  s t i p e n d s .  The long- te rm i m p a c t  of  

' s t i p e n d s  on  g r a d u a t e s  e n t e r i n g  and  r e m a i n i n g  i n  t h e  c l a s s r o o m ,  

however ,  i s  unknown. U S A I D  a r g u e d  i n  t h e  s e c t o r  a s s e s s m e n t  

t h a t  s h i f t i n g  the s t i p e n d  t o  t e a c h e r  salaries would do more t o  

e n s u r e  r e t e n t i o n  i n  %he  p r o f e s s i o n  t h a n  s t u d e n t  s t i p e n d s  - b u t  

had  no e v i d e n c e  t o  s u p p o r t  t h i s  c o n t e n t i o n .  P o l i c y  d i a l o g u e ,  

t h e r e f o r e ,  c o u l d  move no f u r t h e r  t h a n  a n  exchange  o f  

p h i l o s o p h i c a l  p o s i t i o n s .  For t h i s  r e a s o n ,  USAID1s i n t e r m e d i a t e  
o b j e c t i v e s  e m p l ~ a s i z e  d e v e l o p i n g  iJlISs a n d  c a r r y i n g  o u t  e m p i r i c a l .  

s t u d i e s  on p o l i c y  - i s s u e s  s u c h  as t e a c h e r  i n c e n t i v e s .  Our 

a s s u m p t i o n  is t h a k  these a n a l y s e s  will p r o v i d e  t h e  MOE w i t h  

i n f o r m a t i o n  needed  t~ d e f i n e  p r o b l e m s ,  t e s t  s o l u t i o n s  a n d  S u i l d  

a  c o n s e n s u s  f o r  c h a n g e  a n d ,  t h u s ,  move t h e  p o l i c y  d i a l o g u e  

a g e n d a  beyond t h e  i m p a s s e  o f  o p i n i o n .  

A l t h o u g h  USAIBts p rogram h a s  n o t  y e t  a c h i e v e d  a  major  p u b l i c  

s h i f t  i n  YARG e d u c a t i o n a l  p o l i c y ,  t h e  MOE h a s  become w i l l i n g  t o  

l o o k  a t  i s s u e s  ~f e d u c a t i o n a l  e f f i c i e n c y  i n  a d d i t i o n  t o  i t s  

p r e v i o u s  e m p h a s i s  on expanded a c c e s s ,  and t o  u s e  e m p i r i c a l  d a t a  
i n  t h e  a n a l y s i s  o f  e d u c a t i o n a l  p o l i c i e s  and  p rograms .  USAID's 

b i g g e s t  b r e a k t h r o u g h  i n  t h i s  regard occur  red i n  mid-1986, when 
the M i n i s t r y  w a s  a b l e  t o  u s e  d a t a  d e v e l o p e d  by I E E S  c o n s u l t a n t s  
t o  a n a l y z e  World Bank p r o p o s a l s  f o r  f u t u r e  t e a c h e r  t r a i n i n g  

p r o j e c t s  and i ts own p z r f o r m a n c e  w i t h  r e s p e c t  t o  t h e  u s e  o f  

e x p a t r i a t e  t e a c h e r s .  T e a c n e r  demand p r o  j e c t i o n s  made b y  t h e  



World Bank were  s i g n i f i c a n t l y  be low t h o s e  made i n  t h e  IEES 

s t u d y  b e c a u s e  Bank p l a n n e r s  u s e d  e x t r a p o l a t e d  1975  c e n s u s  d a t a  

r a t h e r  t h a n  r e c e n t  a c t u a l  e n r o l l m e n t s .  Us ing  s i m p l e  compu te r  

s p r e a d s h e e t s ,  IEES c o n s u l t a n t s  a n a l y z e d  d i s t r i c t - l e v e l  t e a c h e r  

s u p p l y  a n d  demand d a t a  and  d e m o n s t r a t e d  t h a t  m a c r o - l e v e l  

s h o r t a g e s  w e r e  due  p a r t l y  t o  m i s a l l o c a t i o n s  a t  t h e  d i s t r i c t  

l e v e l .  The f u t u r e  t a s k  w i l l  b e  t o  e n c o u r a g e  m i n i s t r y  o f f i c i a l s  

t o  u s e  s u c h  i n f o r m a t i o n  i n  p r o g r a m m a t i c  d e c i s i o n s  s u c n  a s  

t e a c h e r  a s s i g n m e n t .  
3 .  

6 ,  P r o s p e c t s  f o r  S u c c e s s  o f  S t r a t e g y .  The e x i s t i n g  

s t r a t e g y  h a s  a r e a s ~ n a b l y  good c h a n c e  Q %  s u c c e s s  i n  t h e  area Q %  

p r i m a r y  e d u c a t i o n .  USAID a n d  t h e  MOE., t h r o u g h  t h e  e d u c a t i o n  

s e c t o r  a s s e s s m e n t ,  s u b s e q u e n t  s t u d i e s  a n d  t h e  d e s i g n  p r o c e s s  

f o r  t h e  EDSP, h a v e  r e a c h e d  a f a i r l y  h i g h  l e v e b  o f  a g r e e m e n t  on 

t h e  k e y  p r o b l e m s  a n d  s e q u e n c e  i n  wh ich  t h e y  a r e  t o  be 

a d d r e s s e d .  Severa l  MOE o f f i c i a l s  p a r t i c i p a t e d ,  i n  d e s i g n  o f  t h e  

EBSP, s o  t h a t  a f a i r l y  b r o a d - s c a l e  u n d e r s t a n d i n g  of t h e  

p r o j e c t "  o b j e c t i v e s  e x i s t s  w i t h i n  t h e  m i n i s t r y .  USAID a n d  t h e  

MOE a l s o  a g r e e  on  t h e  need  t o  document  t h e  s t r e n g t h s  and  

w e a k n e s s e s  o f  t h e  p r e s e n t  s y s t e i a  a n d  t o  t e s t  a n d  d e m o n s t r a t e  

t h e  a d v a n t a g e s  o f  p r o p o s e d  s o l u t i o n s  b e f o r e  t h e i r  l a r g e - s c a l e  

d i s s e m i n a t i o n .  

USWPD is  l e s s  s a n g u i n e  a b o u t  t h e  c h a n c e s  ~f s u c c e s s f u l l y  

t r a n s f e r r i n g  r e s p o n s i b i l i t y  f o r  g e n e r a l  t r a i n i n g  t o  Yemeni 

c o u n t e r p a r t  e n t i t i e s  a s  a u t h o r i t y  i n  t h i s  a r e a  is  t o o  d i f f u s e  

a n d  s o c i a l  a n d  c u l t u r a l  p r e s s u r e s  i n t e r f e r e  w i t h  o b j e c t i v e  
d e c i s i o n - m a k i n g .  I t  is hoped  t h a t  the j o i n t  p r o d u c t i o n  o f  
i n c r e a s i n g l y  s o p h i s t i c a t e d  p r o j e c t i o n s  o f  l a b o r  f o r c e  s u p p l y  

a n d  demand w i l l  s e r v e  t o  f o c u s  YARG e n t i t i e s  more on t r a i n i n g  

f o r  d e v e l o p m e n t  n e e d s .  A d d i t i o n a l  p r e s s u r e  f rom U S A I D  on t h e  

n e e d  f o r  a n a l y t i c a l  a n d  m a n a g e r i a l  t r a i n i n g  t o  s u p p o r t  



l o n g e r - t e r m  p r o d u c t i o n  and  p r o d u c t i v i t y  g a i n s  c o u l d  f a c i l i t a t e  

e f f e c t i v e  d e c i s i o n - m a k i n g  by  YARG c o u n t e r p a r t  e n t i t i e s .  

USAID'S p u r s u i t  o f  a  c a d r e  o f  Yemeni a g r i c u l t u r a l i s t s  t r a i n e d  

a t  t h e  s e c o n d a r y ,  b a c c a l a u r e a t e ,  a n d  g r a d u a t e  l e v e l s  r e m a i n s  

a p p r o p r i a t e ,  a l t l ~ o u g h  t h e  i m p a c t  o f  t h e s e  p rog rams  is  

l o n g - t e r m .  To b e  s u r e ,  t h e r e  w i l l  b e  p h i l o s o p h i c a l  q u e s t i o n s  

r e g a r d i n g  t h e  r e l a t i v e  e f f i c i e n c y  o f  i n c r e a s e d  i n v e s t m e n t s  i n  

. p r i m a r y  e d u c a t i o n  v e r s u s  t h o s e  i n  h i g h e r  l e v e l s  o f  

a g r i c u l t u r a l  t r a i n i n g .  G iven  Yemen's  c u r r e n t  s h o r t a g e  o f  

t r a i n e d  p e r s o n n e l  a t  a l l  l e v e l s ,  USAID h a s  c o n c l u d e d  t h a t  a m i x  
o f  both i s  r e q u i r e d .  With t h e  b e v e l  o f  i n v e s t m e n t  a n d  

commitment a l r e a d y  made t o  a g r i c u l t u r a l  e d u c a t i o n ,  i t  is t o o  

l a t e  t o  re -open  t h i s  q u e s t i o n  on more t h a n  a p h i l o s o p h i c a l  

b a s i s .  The more a p p r o p r i a t e  g o a l  is t o  e n s u r e  t h a t  USAID 'S  

s e c t o r a l  i n v e s t m e n t s  c o n t i n u e  a n  a p p r o p r i a t e  mix o v e r  t h e  

l o n g e r  term. 

D. WATER RESOURCES.  

b .  S t r a t e g y .  The A g e n c y ' s  " B l u e p r i n t "  d o e s  n o t  d e a l  

d i r e c t l y  w i t h  water s c a r c i t y  i s s u e s  e x c e p t  as s u b s i d i a r y  

c o n c e r h s  r e l a t e d  t o  g r o w t h ,  hunge r  a n d  h e a l t h  o b j e c t i v e s .  Y e t  

i n  Yemen, as  i n  many a r e a s  o f  t h e  Midd le  East  a n d  A f r i c a ,  

i n a d e q u a t e  water r e s o u r c e s  a re  a ma jo r  c o n s t r a i n t  t o  

d e v e l o p m e n t .  The p r o b l e m  h a s  b o t h  macro  a g r i c u l t u r a l  

a n d  i n d u s t r i a l  d e v e l o p m e n t )  a n d  m i c r o  ( h o u s e h o l d  l a b o r  u s e  

p a t t e r n s  a n d  h e a l t h )  d i m e n s i o n s .  I n  t h e  p a s t ,  U S A I D ' S  e f f o r t s  

i n  t h e  water s e c t o r  t e n d e d  t o  f o c u s  l a r g e l y  on m i c r o  d i m e n s i o n s  
t h r o u g h  e f f o r t s  d e s i g n e d  t o  expand  t h e  water a n d  s e w e r a g e  

s y s t e m  i n  T a i z  a n d  i n c r e a s e  t h e  a v a i l a b i l i t y  o f  r u r a l  p o t a b l e  

water s y s t e m s .  With e x t e r n a l  f i n a n c i n g  r e s o u r c e s  d i m i n i s h i n g ,  

i t  is  now c l e a r  t h a t  o v e r  t h e  l o n g e r  t e r m  Yemen w i l l  n e e d  t o  

draw i n c r e a s i n g l y  upon i n t e r n a l  r e s o u r c e s  t o  f i n a n c e  c o n t i n u i n g  



e x p a n s i o n  o f  u r b a n  a n d  r u r a l  w a t e r  s e r v i c e s .  To m i n i m i z e  

r e q u i r e d  i n v e s t m e n t  l e v e l s ,  i n c r e a s e d  e f f i c i e n c y  is n e e d e d  i n  

a l l o c a t i o n  o f  w a t e r  r e s o u r c e s  a n d  i n v e s t m e n t s .  I t  i s  a c u r i o u s  

c y c l e  t h a t ,  w h i l e  i n c r e a s e d  p r o d u c t i o n  and  p r o d u c t i v i t y  a r e  

r e q u i r e d  t o  f i n a n c e  w a t e r  i n v e s t m e n t s ,  w a t e r  s c a r c i t y  i t s e l f  i s  

o n e  o f  t h e  g r e a t e s t  c o n s t r a i n t s  t o  p r o d u c t i o n  and  p r o d u c t i v i t y  

i n c r e a s e s .  

. I . w c s e a s i n g  water s c a r c i t y  h a s  o c c u r r e d  a s  a  r e s u l t  o f  r a p i d  

i n c r e a s e  i n  h o u s e h o l d  w a t e r  c o n s u m p t i o n  a n d  t h e  d e v e l o p m e n t  o f  

i r r i g a t e d  a g r i c u l t u r e ,  b o t h  g e n e r a t e d  by i n c r e a s e d  incomes  o f  

t h e  e a r l i e r  p e r i o d .  T h e i r  e f f e c t  is f e l t  more a c u t e l y  aKound 

c i t i e s  w h e r e  u r b a n  water s u p p l y  s y s t e m s  a r e  i n  p l a c e  a n d  

i r r i g a t e d  a g r i c u l t u r e  a n d  i n d u s t r y  t e n d  t o  d e v e l o p .  A l t h o u g h  

l i t t l e  d a t a  i s  a v a i l a b b e  f o r  r u r a l  a r e a s ,  i t  is g e n e r a l l y  

b e l i e v e d  t h a t ,  w i t h  t h e  e x c e p t i o n  o f  t h e  Tihama,  Marib a n d  

a l - J a w f ,  w a t e r  a v a i l a b i l i t y  is  d e c r e a s i n g  due  t o  ove rpumping  

and k h e  l e n g t h y  d r o u g h t  p e r i o d .  The s i t u a t i o n  is p a r t i c u l a r l y  

w o r r i s o m e  i n  t h e  Sana'a B a s i n  where  t h e  N a t i o n a l  Water. a n d  

Sewerage  ~ u t h o r i t y ' s  w e s t e r n  w e l l f i e l d s  a r e  g o i n g  d r y .  N e a r l y  

a l l  o b s e r v e r s  a g r e e :  t h a t  u n d e r g r o u n d  w a t e r  r e s o u r c e s  a r e  b e i n g  

mined .  On ly  t h e  r e c e n t  R u s s i a n  s t u d y  h o l d s  hope  t h a t  a  d e e p e r  

a q u i f e r  e x i s t s ,  b u t  l i t t l e  is known of l i k e l y  e x t r a c t i o n  

c o s t s .  w i t h  i n e f f i c i e n t  i r r i g a t i o n  consuming  t h e  l a r g e s t  

p o r t i o n  o f  scarce water r e s o u r c e s ,  i t  is c l e a r  t h a t  t h e  c u r r e n t  

ove rpumping  s i t u a t i o n  is a  c l a s s i c  m a r k e t  f a i l u r e ,  a s  t h e  c o s t s  

o f  a d d i t i o n a l  d r i l l i n g  a r e  t o o  low t o  p r e v e n t  o v e r e x p l o i t a t i o n  
of e x i s t i n g  r e s o u r c e s ,  

With these c o n s i d e r ~ a t i o n s  i n  mind ,  U S A I D  p r o p o s e d  i n  i t s  1986 
CDSS a  s t r a t e g y  e l e m e n t  " t o  a s s i s t  t h e  YAHG i n  d e v e l o p i n g  a  

r a t i o n a l  water p o l i c y  a?d t h e  i n s t i t u t i o n a l  c a p a b i l i t y  t o  

d e v e l o p  a n d  a l l o c a t e  e f f i c i e n t l y  b o t h  r u r a l  and  u r b a n  w a t e r  



r e s o u r c e s . "  I n  t h e  c o n t e x t  o f  t h e  s t r a t e g i c  r e v i s i o n  s i g n a l e d  

h e r e  USAID would r e v i s e  t h i s  o b j e c t i v e  a s  f o l l o w s :  

a .  Long-term O b j e c t i v e .  To a s s i s t  t h e  YAKG i n  

t h e  d e v e l o p m e n t  o f  a  d a t a  b a s e ,  i n s t i t u t i o n s  a n d  p o l i c y  

a n a l y s i s  c a p a b i l i t y  which  w i l l  e n a b l e  i t  t o  a l l o c a t e  w a t e r  

r e s o u r c e s  e f f e c t i v e l y  i n  s u p p o r t  o f  g rowth  o b j e c t i v e s .  

b ,  I n t e r m e d i a t e  O b j e c t i v e s .  

(1) TQ j o i n  f o r c e s  w i t h  the UNDP a n d  O t h e r  
d o n o r s  i n  d e s i g n i n g  a n d  i m p l e m e n t i n g  a n  e f f e c t i v e  p rog ram f o r  

d e v e l o p i n g  w a t e r  d a t a ,  i n s t i t u t i o n s  a n d  p o l i c i e s .  

( 2 )  To i n t r o d u c e  modern me thods  of  

i r r i g a t i o n  e n a b l i n g  Yemeni f a r ~ n e r s  t o  a c n i e v e  p r o d u c t i v i t y  

i n c r e a s e s  u s i n g  s m a l l e r  amoun t s  o f  water. 

( 3 )  To e n a b l e  t h e  R u r a l  Water  S u p p l y  

D e p a r t m e n t  t o  expand  i t s  p l a n n i n g ,  a n a l y s i s  and  p r o j e c t  

i m p l e m e n t a t i o n  c a p a b i l i t i e s  a s  w e l l  a s  e n h a n c e  i t s  a b i l i t y  t o  

g e n e r a t e  f i n a n c i a l  r e s o u r c e s  f r o m  donor  a n d  Yemeni s o u r c e s .  

2 .  I m p a c t .  With c o m p l e t i o n  o f  156 water s y s t e m s  f o r  

b40, .500 v i l l a g e r s  s i n c e  1 9 7 9 ,  t h e  M i s s i o n ' s  S m a l l  R u r a l  Water 

S y s t e m s  p r o j e c t  h a s  c o n t r i b u t e d  t o  t h e  World B a n k ' s  f i n d i n g  

t h a t  i n  1986  p o t a b l e  w a t e r  i s  a v a i l a b l e  t o  25% o f  t h e  r u r a l  
p o p u l a t i o n  a s  compared  t o  20% i n  1 9 8 3 .  The 1 9 8 6  e v a l u a t i o n  
c o n c l u d e d  t h a t ,  w h i l e  e x c e e d i n g  t a r g e t s  f o r  d e l i v e r y  o f  

s y s t e m s ,  t h e  p r o j e c t  h a s  p a i d  i n s u f f i c i e n t  a t t e n t i o n - t o  
i n c r e a s i n g  t h e  c a p a b i l i t i e s  o f  t h e  D i v i s i o n  t o  f u n c t i o n  w i t h o u t  

e x t e r n a l  a s s i s t a n c e .  B u i l d i n g  upon t h e s e  f i n d i n g s ,  t h e  

M i s s i o n ,  t h e  c o n t r a c t o r  a n d  t h e  R u r a l  Water S u p p l y  D i v i s o n  h a v e  

d e v e l o p e d  i m p l e m e n t a t i o n  p l a n  f o r  t h e  t h e  



p r o j e c t  which  f o c u s e s  on Y e m e n i z a t i o n  o f  s k i l l s  s u c h  a s :  

d e v e l o p m e n t  o f  a  management i n f o r m a t i o n  s y s t e m  on r u r a l  p o t a b l e  

w a t e r  p r o b l e m s ;  p l a n n i n g  arid p o l i c y  a n a l y s i s  c a p a b i l i t y ;  a n d  

c a p a c i t y  t o  p l a n  w a t e r  p r o j e c t s  a n d  s u p e r v i s e  t h e i r  

c o n s t r u c t i o n  which  w i l l  i n c r e a s i n g l y  be  c o n t r a c t e d  o u t  t o  

p r i v a t e  s e c t o r  f  irins. T h e  p l a n  a l s o  i n c o r p o r a t e s  componen t s  t o  

a s s i s t  RWSD i n  g e n e r a t i n g  a n d  managing  h i g h e r  l e v e l s  o f  donor  

a s s i s t a n c e ,  a s  well as  i n  moving t o  a d o p t  l o c a l  c o n t r i b u t i o n  

c r i t e r i a  as  a general r u l e  f o r  water s y s t e m  f i n a n c i n g .  The 

M i ~ s i ~ n  is  wow. r e v i e w i n g  t h e  v a r i o u s  f a c t o r s  which  w i l l  i m p a c t  

o n  t h e  f e a s i b i l i t y  ~f i r n ~ l e m e n t i n g  t h i s  a m b i t i ~ u s  p l a n  a n d  

e x p e c t s  t o  Keach some c o n c l u s i o n s  s h o r t l y .  Whether  o r  n o t  t h e  

e n t i r e  p l a n  i s  a d o p t e a ,  i t  is clear  t h a t  t h e  p r o c e s s  o f  w o r k i n g  

w i t h  RWSD on  t h e  p l a n  h a s  Deen a u s e f u l  e x e r c i s e  i n  

i n s t i t u t i o n a l  d e v e l o p m e n t ,  v e t t i n g  i s s u e s  r e g a r d i n g  RWSD'S own 

m a n d a t e  and f u t u r e  r o l e  i n  t h e  water s e c t o r .  

Wi th  USAID'S p l a n n e d  lead r o l e  i n  t h e  d e v e l o p m e n t  o f  a S a n a l a  

B a s i n  Water R e s o u r c e s  program s t y m i e d  by b u d g e t  c u t s ,  we h a v e  

b e e n  f o r c e d  t o  d e f e r  t o  t h e  i n t e r e s t s  o f  o t h e r  d o n o r s  i n  t h i s  

c r u c i a l  e l e m e n t  o f  n a t i o n a l  water p l a n n i n g  a n d  p o l i c y  

d e v e l o p m e n t .  The UNDP h a s  r e c e n t l y  d e v e l o p e d  a P I D - l i k e  

document  e n t i t l e d  " A s s i s t a n c e  t o  t h e  High Water C o u n c i l "  under  

wh ich  a  Yemeni Master P l a n  f o r  w a t e r  r e s o u r c e s  would  b e  

d e v e l o p e d  a n d  i n s t i t u t i o n a l  c a p a c i t y  f o r  i t s  f u r t h e r  

d e v e l o p m e n t  a n d  i m p l e m e n t a t i o n  e s t a b l i s h e d  u n d e r  NWSA t o  
s u p p o r t  t h e  High  Water C o u n c i l .  USAID e x p e c t s  t o  work c l o s e l y  
w i t h  t h e  UNDP a n d  o t h e r  d o n o r s  t o  e n s u r e  t h a t  t h e  p r o p o s e d  
p r o g r a m  r e f l e c t s  USAID growth  o b j e c t i v e s  f o r  t h e  w a t e r  a n d  

a g r i c u l t u r a l  s e c t o r s  t o  t h e  g r e a t e s t  e x t e n t  p o s s i ~ l e .  N e e d l e s s  

t o  s a y ,  o u r  a b i l i t y  t o  c o n t r i b u t e  f i n a n c i a l l y  would f a c i l i t a t e  

o u r  f u l l  i n v o l v e m e n t  i n  t h i s  k e y  a r e a .  



3 .  C o n s t r a i n t s .  T h e r e . . , a r e  t h r e e  p r i m a r y  c o n s t r a i n t s  

t o  t h e  s u c c e s s  o f  o u r  w a t e r  s t r a t e g y .  F i r s t  i s  t h e  p o l i t i c a l  

r e a l i t y  t h a t  e v e n  t h e  mos t  c o g e n t  M a s t e r  P l a n  w i l l  d e p e n d  f o r  

i t s  s u c c e s s  on t h e  Y A R G ' s  p o l i t i c a l  w i l l  t o  e n f o r c e  i t .  A s  

YARG c o n t r o l  o v e r  t h e  c o u n t r y s i d e  e x p a n d s  a n d  d e e p e n s  t o  e f f e c t  

r e v e n u e  g e n e r a t i o n ,  s u c n  p o l i t i c a l  w i l l  s h o u l d  become e a s i e r  t o  

m u s t e r .  

' ' The- s e c o n d  c ~ n s t r a i n t  is t h e  w i d e s p r e a d  l a c k  o f  human r e s o u r c e s  

t o  e f f e c t  water p o l i c y  d e v e l o p m e n t  a n d  i m p l e m e n t a t i o n .  B e c a u s e  

o f  the m a g n i t u d e  o f  U-S. a n d  o t h e r  d o n o r  i n v e s t m e n t s  i n  t h e  

water s e c t o r ,  t h i s  c o n s t r a i n t  may b e  l e s s  p r o b l e m a t i c  i n  w a t e r  

t h a n  i n  o t h e r  s e c t o r s .  I t  i s ,  n e v e r t h e l e s s ,  a  p r i m a r y  

c o n s t r a i n t  t o  s u c c e s s  i n  USAIDss e f f o r t s  w i t h  t h e  R u r a l  Water  

S u p p l y  Depar t m e n t  . 

F i n a l l y ,  USAID'S own b u d g e t a r y  a n d  s t a f f i n g  s i t u a t i o n  is a  

s e r i ~ u s  c o n s t r a i n t ,  R e s o u r c e s  devoted  to t h e  water s e c t o r  a r e  

p r o j e c t e d  t o  e n d  s o o n .  L e v e l s  a v a i l a b l e  f o r  a g r i c u l t u r e ,  a f t e r  

FOA r e q u i r e m e n t s  a r e  met, a r e  i n s u f f i c i e n t  t o  a l l o w  i n i t i a t i o n  

o f  t h e  I r r i g a t e d  Far ln  P r a c t i c e s  S u b p r o j e c t .  No f u n d s  h a v e  b e e n  

programmed w i t h i n  t h e  $22 m i l l i o n  p l a n n i n g  l e v e l  f ~ r  

m a c r o - l e v e l  w a t e r  p o l i c y  work w i t h  o r  w i t n o u t  %he O N D P .  I f  

AIB/W c o n c l u d e s ,  as do  t h e  M i s s i o n ,  t h e  IMF, t h e  World Bank a n d  ' 

t h e  UN, t h a t  a c h i e v e m e n t  o f  g r o w t h  o b j e c t i v e s  i s  u n l i k e l y  

a b s e n t  companion  work on  a l l e v i a t i n g  t h e  w a t e r  s c a r c i t y  

c o n s t r a i n t ,  b u d g e t  r e - a l l o c a t i o n s  w i l l  be r e q u i r e d .  S i iou ld  

t h i s  h a p p e n ,  USAPD may r e q u i r e  a d d i t i o n a l  s t a f f  e x p e r t i s e  t o  , 

d i r ec t  water s e c t o r  a c t i v i t i e s  a n d  p e r f o r m  i m p o r t a n t  d o n o r  
c o o r d i n a t i o n .  

4 .  mQg.LaIIc/~anaqement ~ c t i o n s  ( F Y  1 9 8 7 - 1 9 8 9 ) .  

a. FY 1987 ( Second Half . 



(1) R e f l e c t  a g r e e m e n t  on  r e m a i n i n g  0 4 4  

i m p l e m e n t a t i o n  p l a n s  i n  a p p r o p r i a t e  documen t s ;  b e g i n  

i m p l e m e n t a t i o n .  

( 2 )  Work w i t h  UNDP t o  r e f i n e  p r o j e c t  

p r o p o s a l  f o r  a s s i s t a n c e  t o  t h e  High Water C o u n c i l  a n d  d e t e r m i n e  

a r e a s  f o r  f u t u r e  USAID i n v o l v e m e n t .  
. 

( 3 )  Review and r e v i s e  I r r i g a t e d  Farm 

P r a c t i s e s  SPP as  r e q u i r e d ,  p o s s i b l y  w i t h  a s s i s t a n c e  f rom 

C o l o r a d o  S t a t e  U n i v e r s i t y ,  t o  p r o d u c e  a s t r e a m l i n e d  p r o j e c t  

p r o p o s a l  f o c u s i n g  on p r i v a t e  s e c t o r  a d o p t i o n  o f  water 
c o n s e r v i n g  t e c h n o l o g i e s ,  t o  commence i n  FY 1 9 8 8 .  

( 4 )  W O ~ K  w i t h  t h e  MAF and C o l o r a d o  S t a t e  t o  

d e t e r m i n e  r ~ l e ,  i f  a n y ,  o f  C o r e  s u b p r o j e c t  i n  c a r r y i n g  o u t  

w a t e r  s t r a t e g y .  

(1) P a r t i c i p a t e  w i t h  UNBP a n d  o t h e r  d o n o r s  

i n  i n i t i a t i n g  water p l a n n i n g  p r o j e c t ,  

( 2 )  I n i t i a t e  I r r i g a t e d  Farm P r a c t i c e s  

s u b p r o j e c t  . 
( 3 )  Imp lemen t  d e c i s i o n s  r e g a r d i n g  r o l e  of  

C o r e  s u b p r o j e c t  i n  water s t r a t e g y .  

(1) Evaluate 0 4 4  accompli,shments. 



5 .  P o l i c y  D i a l o g u e  ~ g e n d a / I m p a c t .  Because  USAID1s 

e n t i r e  w a t e r  s t r a t e g y  is d e s i g n e d  t o  e n g e n d e r  p o l i c y  d i a l o g u e  

on  w a t e r  s c a r c i t y  2nd a l l o c a t i o n  i s s u e s ,  p o l i c y  d i a l o g u e  a g e n d a  

i t e m s  c a n n o t  b e  s e g r e g a t e d  f rom p rog ra inma t i c  o b j e c t i v e s  a n d  

a c t i v i t i e s .  T h r o u g h o u t  a l l  p r o p o s e d  a c t i v i t i e s ,  a n d  i n  t h e  

p r o c e s s  of  donor  c o o r d i n a t i o n ,  USAID w i l l  e m p h a s i z e  t h e  n e e d  t o  

k e e p  g rowth  a n d  p r o d u c t i o n / p r o d u c t i v i t y  o b j e c t i v e s  i n  t h e  

f o r e f r o n t  o f  r e s o u r c e  a l l o c a t i o n  d e c i s i o n s .  

6 .  P r o s p e c t s  f o r  S u c c e s s  o f  S t r a t e g y .  IJSAID is 

c u r r e n t l y  a s s e s s i n g  p r o s p e c t s  f o r  s u c c e s s  i n  a c h i e v i n g  r u r a l  
water p l a n n i n g  a n d  management o b j e c t i v e s .  I ~ r i g a t i o n  

e f f i c i e n c y  e f f o r t s  s h o u l d  h a v e  a  r e l a t i v e l y  q u i c k  a n d  d i r e c t  

pay -o f f  i f  p r o p e r l y  t a r g e t e d  a n d  i m p l e m e n t e d .  S u c c e s s  

p r o s p e c t s  on  the  macro  p o l i c y  l e v e l  a r e  u n c e r t a i n ;  t h i s  i s  a 
" h i g h - r i s k ,  h i g h  g a i n '  p r o p o s i t i o n  which  c a n  o n l y  b e  e n h a n c e d  

t h r o u g h  m a j o r  d o n o r  c o o r d i n a t i o n  e f f o r t s .  

E .  HEALTH AND POPULATION. 

1. S t r a t e g y .  T h e  " B l u e p r i n t n  e s t a b l i s h e s  r e d u c e d  

i n f a n t  a n d  c h i l d  m o r t a l i t y  g o a l s  which  s t a n d  a s  a l a r g e l y  p r i m a  

f a c i e  d e v e l o p m e n t a l  o b j e c t i v e .  Yemen ' s  i n f a n t  and  c h i l d  

m ~ ~ t a l i k y  r a t e s  a r e  more t h a n  d o u b l e  (135-P70/1,000 a n d  

7 8 / 1 , 0 0 0 ,  r e s p e c t i v e l y )  t h e  Agency g o a l s ,  a n d  l i f e  e x p e c t a n c y  

is 2 0 %  l e s s  t h a n  t h e  Agency s t a n d a r d .  Yemen's i n d i c a t o r s  i n  

f a m i l y  p l a n n i n g  a n d  n u t r i t i o n  a r e  a b y s ~ n a l  a s  w e l l .  Only  5 %  o f  
married women o f  r e p r o d u c t i v e  age h a v e  access t o  f a m i l y  

p l a n n i n g ,  a g a i n s t  a n  Agency g o a l  o f  8 0 % .  ~ l t h o u g h  Yemen's 
a v e r a g e  c a l o r i c  i n t a k e  is 9 0 %  of the a c c e p t e d  s t a n d a r d  

r e q u i r e m e n t ,  c o n s i s t e n t  w i t h  t n e  Agency t a r g e t ,  50-60% o f  

Yemeni c h i l d r e n  a r e  m a l n o u r i s h e d  due  t o  i m p r o p e r  d i e t a r y  

p r a c t i c e s  a n d  h i g h  i n c i d e n c e  o f  d i a r r h e a l  d i s e a s e s ,  a g a i n s t  a n  

Agency g o a l  o f  2 0 % .  A l s o ,  t h e  h i g h  p o p u l a t i o n  g rowth  r a t e  



( 3 - 3  . 3 % )  combined w i t h  a  s h a r p  t i g h t e n i n g  on food i m p o r t s ,  

p o i n t s  toward a  ~ o r s e n i n g  n u t r  i t i o r l a i  s i t u a t i o n  over  t h e  n e x t  

two y e a r s .  The h igh  p o p u l a t i o n  growth r a t e  r e f l e c t s  an a l m o s t  

maximum f e r t i l i t y  r a t e  and a  b i r t h  i n t e r v a l  a v e r a g e  o f  o n l y  1 2  

months ,  which keep p o p u l a t i o n  growth up d e s p i t e  h igh  i n f a n t  and 

c h i l d  m o r t a l i t y .  Although b i o s t a t i s t i c a l  d a t a  a t  both  t h e  

n a t i o n a l  and r e g i o n a l  l e v e l s  a r e  l i m i t e d ,  i t  is c l e a r  t h a t  
. 

Yemen's h e a l t h  s t a t i s % i c s  p l a c e  i t  among t h e  20  c o u n t r i e s  o f  

t h e  wor ld  w i t h  t h e  l o w e s t  h e a l t h  c a r e  i n d i c e s .  For t h i s  

r e a s o n ,  t h e  Agency h a s  d e s i g n a t e d  Yemen a s  a c t l i l d  s u r v i v a l  

emphas i s  coun t r  y . 

U S A I D  r e c o g n i z e s  t h a t  t h e  a p p r o p r i a t e n e s s  o f  wor 1ciwi.de elnphasis  

on c h i l d  s u r v i v a l  h a s  been f u l l y  d i s c u s s e d  w i t h i n  A I D / W ,  w i t h i n  

t h e  development coin!nu~uty, and w i t h  t h e  Congress .  The need and 

impor t ance  s f  child s u r v i v a l  programs a r e  o b v i o u s ,  e s p e c i a l l y  

i n  t h e  d r e a d f u l  i f i f a n t  and c h i l d  m o r t a l i t y  s i t u a t i o n  e x i s t i n g  

i n  Yemen. However, a s  we s o u g h t  t o  implement a s e c t o r a l  

program t h a t  was a t  l e a s t  o r i e n t e d  toward our s t r a t e g i c  

framework f o r  supper t i a g  i n c r e a s e d  p r o d u c t i o n  and p r o d u c t i v i t y ,  

s e v e r a l  i s s u e s  became a p p a r e n t :  

A successful c h i l d  sureviva1 prograin i n  t h e  Yerneni c o n t e x t  i s  i n  

many ways c o n s i d e r e d  a  t h r e a t  t o  t h e  s t a t u s  quo:  

a .  b y  h igt l l i 'g t i t ing the  r o l e  of wornen in a 

society where female s e c l u s i o m i s  s t i l l  t h e  a c c e p t e d  norm; 

b .  b y  promoting the .  a c c e p t a n c e  o f  f a m i l y  
p l a n n i n g  and t h e r e b y  s t i r r i n g  up a r e l i g i o u s  c o n t r o v e r s y ;  

c .  by competing w i t h  t h e  p r i v a t e  p r a c t i c e s  and 
0 

pharmacies  of  t h e  p h y s i c i a n s ,  n u r s e s  and p h a r m a c i s t s  who s t a f f  

t h e  Ministry of H e a l t h ;  



d .  by  c o n t r i b u t i n g  t o  an even h igher  popu la t ion  

growth r a t e  and styrnieing t h e  nascent  e f f o r t s  of  p lanners  t o  

provide  b a s i c  p u b l i c  s e r v i c e s .  

Although the  f i r s t  two " t l ~ r e a t s "  a r e  a c c e p t a b l e  a r e a s  f o r  t h e  

donor community t o  a t t empt  t o  overcome through c a r e f u l l y  

planned i n t e r v e n t i o n s ,  the  l a t t e r  two i n d i c a t e  t h a t  

I .  e n t h u s i a s t i c  Yernewi c o u n t e r p a r t s -  a r e  l i k e l y  t o  be few and f a r  
between, T h e r e f o r e ,  c h i l d  s u r v i v a l  i s  ne ikher  p o l i t i c a l l y  

a t t r a c t i v e  t o  t h e  YAWG, nor is e f f e c t i v e  i n s t i t u t i o w a b i z a t i o n  a 

l i k e l y  p r o s p e c t i v e ,  

U S A I D  i s  l o a t h e  t o  be nega t ive  on t h e  p r o s p e c t s  f o r  Yemeni 

c h i l d  s u r v i v a l .  We have, however, grown f r u s t r a t e d  by t h e  

c o n t i n u i n g  l e v e l  of e f f o r t  r e q u i r e d  t o  make headway i n  our 

h e a l t h  s t r a t e g y .  Our long-term o b j e c t i v e s ,  " t o  develop a  

framework f o r  s i g n i f i c a n t l y  reducing  i n f a n t  and c h i l d  m o r t a l i t y  

r a t e s  through t h e  e s t ab l i shment  of r e p l i e a b l e  model h e a l t h  c a r e  

programs, and t o  i n c r e a s e  YARG awareness of the  i m p l i c a t i o n s  of 

r a p i d  popu la t ion  growth and r e c e p t i v i t y  t o  popu la t ion  

programs," remain l a r g e l y  a p p r o p r i a t e .  We q u e s t i o n ,  however, 

our a b i l i t y  t o  make s i g n i f i c a n t  p r o g r e s s  a g a i n s t  t h e  h e a l t h  

o b j e c t i v e  over t h e   tion on Plan  pe r iod .  The s t r a t e g i c  q u e s t i o n  

thus  becomes: t o  what e x t e n t  should we s h i f t  b i l a t e r a l  h e a l t h  

c a r e  funds i n t o  more p r o d u c t i v i t y - o r i e n t e d  programs? 

2 .  Impact. T h e  impact o f  our h e a l t h ,  popu la t ion  and 
n u t r i t i o n  program over t h e  p a s t  year h a s  b e e n  mixed, r e f l e c t i n g  
t h e  long l e a d  t ime r e q u i r e d  t o  i n i t i a t e  a c t i v i t i e s  w i t h i n  a  

poor ly  s t a f f e d  MOH, which does n o t  y e t  have t h e  l e a d e r s h i p ,  

s k i l l s ,  commitment or r e sources  r e q u i r e d  t o  under take  broad 

n a t i o n a l  programming a c t i v i t i e s .  P rogress  i s  measured below 

a g a i n s t  f i v e  a r e a s  of concentration: 



a .  Completion of t h e  b i l a t e r a l  Tihama Primary 

Heal th Care p r o j e c t  ( T P H C P ) ,  l e a v i n g  behind a  f u n c t i o n i n g  model 

program. After  s i x  yea r s  of s u p p o r t ,  t h e  T P H C P  i s  now 

beginning  t o  f u n c t i o n  a s  a  model f o r  t h e  organized  d e l i v e r y  o f  

PHC s e r v i c e s .  S ix teen  a d d i t o n a l  primary h e a l t h  c a r e  u n i t s  were 

e s t a b l i s h e d  i n  1986 ve r sus  7 t a r g e t t e d .  Tra in ing  expanded 

r a p i d l y  i n  1986 and t h e  f i r s t  M,P.H. l e v e l  t r a i n e e  r e t u r n e d  a n d  

assumed f i r m  c o n t r o l  a s  P ~ o j e c t  ~ i r e c t o r ,  A h e a l t h  su rvey  

completed i n  1985 found immunization r a t e s  t o  be a t  l e a s t  15% 

h igher  a t  TPHCP s i t e s  than e l sewhere ,  and O R S  use a t  l e a s t  2 4 %  - 

h i g h e r .  A t a r g e t e d  r a t e  of 8 0 %  u t i l i z a t i o n  a t  TPHCP s i t e s  by 

t h e  end of 1987  is  no t  unreasonable .  

Although p o t e n t i a l  impact over t h e  next  f ive-year  pe r iod  i s  

h i g h ,  s u s t a i n a b i l i t y  of  newly i n s t a l l e d  systems upon p r o j e c t  

complet ion is s u s p e c t ,  if  t r a i n e d  s t a f f  l e a v e  and s e r v i c e s  

d e t e r i o r a t e  a s  has happened t o  o t h e r  donor suppor ted  p r o j e c t s ,  

and i f  YARG e f f o r t s  t o  c u r t a i l  t h e  budget d e f i c i t  con t inue  t o  

reduce a v a i l a b l e  f i n a n c i a l  r e s o u r c e s .  An e v a l u a t i o n  r e c e n t l y  

completed w i l l  recommend a  l i m i t e d  e x t e n s i o n ,  b u t  h i g h l i g h t  

. c o n t i n u i n g  ~ e p l i c a b i l i t y  and s u s t a i n a 2 i l i t y  i s s u e s .  

b e  A v a i l a b i l i t y  of ORS throuqhout  Yemen 

( r e g i o n a l  pro j e e t )  . Tkie MOH has provided UNICEF packets  

through i t s  h e a l t h  s e r v i c e s  fo r  two y e a r s  w i t h  l i t t l e  e f f o r t  t o  
promote O R S  use a c t i v e l y  o r  t o  document d i s t r i b u t i o n .  USAID, 

f i n d i n g  t h a t  l a r g e - s c a l e  O R S  d i s t r i b u t i o n  c a p a b i l i t y  i g  l i m i t e d  

t o  t h e  p a ~ a s t a t a l  drug f i rm YEDCO,' i n  1986 provided t e c h n i c a l  

a s s i s t a n c e  through PATH i n  l o c a l  packaging and promotion 

through YEDCO'S e x t e n s i v e  d i s t r i b u t i o n  network. Equipment 

t e n d e r s  were i s s u e d  and package des ign  i s  underway w i t h  

p i c t o r a l  instruction. Yemen's under- f ive  popu la t ion  i s  about  

1.5 milhion; YEDCO w i l l  be a b l e  t o  s u p p l y  ORS a t  a n y  demand 



l e v e l .  U N I C E F  h a s  a g r e e d  t o  p u r c h a s e  p a c k e t s  f r o m  Y E D C O  t o  

r e p l a c e  t h e i r  c u r r e n t  i m p o r t s  f o r  t h e  MOH. When p a c k e t s  a r e  

s t a n d a r d i z e d  f o r  b o t h  p u b l i c  a n d  p r i v a t e  d i s t r i b u t i o n ,  

MOH-sponsored t e l e v i s i o n  m e s s a g e s  a n d  r e l a t e d  e d u c a t i o n a l  

e f f o r t s  w i l l  p r o m q t e  t h e m .  P r o d u c t i o n  s h o u l d  b e g i n  by 

S e p t e m b e r ,  1 9 8 4 .  I m p a c t ,  m e a s u r e d  b y  s a l e s  f i g u r e s ,  s h o u l d  be 

. h i g h  by  the end o f  1 9 8 8 .  

e ,  E s t a b l i s h m e n t  o f  MOM c a p a b i l i t y  t o  a d m i n i s t e r  

PHC/Chi%d S u r v i v a l  s e r v i c e s  i n  r u r a l  a r e a s  n o t  y e t  c o v e r e d  by  

d o n o r  p r o j e c t s ,  w i t h  8 0 %  i m m u n i z a t i o n  c o v e r a g e  o f  t h e  p r i m e  

t a r g e t  ( b i l a t e r a l . ) .  T h i s  h a s  b e e n  t h e  mos t  d i f f i c u l t  t a r g e t  t o  

a c h i e v e  i n  v i e w  o f  r e c u r r e n t  c o s t  c o n s t r a i n t s ,  d i f f i c u l t i e s  i n  

t r a n s f e r r i n g  management  a n d  s u p e r v i s i o n  s k i l l s ,  l a c k  of 

m o t i v a t i o n  a n d  s k i l l s  among MOH p h y s i c i a n  a d m i r l i s t r a t o r s ,  l a c k  

o f  comrnuwisat ion b e t w e e n  r e g i o n a l  a n d  c e n t r a l  MOH a u t h o r i t i e s ,  

t h e  a l m o s t  c o m p l e t e  l a c k  o f  a  n a t i o n a l  d r u g  a n d  e q u i p m e n t  

l o g i s t i c s  s y s t e m ,  a n d  t h e  M O H ' s  r e f u s a l  t o  d a t e  t o  a c c e p t  a n d  

i m p l e ~ n e n t  t h e  c h i l d  s u r v i v a l  p r o j e c t  s i g n e d  uy t n e  C e n t r a l  

p l a n n i n g  O r g a n i z a t i o n ,  R e g i o n a l  c a p a b i l i t y  i n  a r e a s  a s s i s t e d  

b y  d o n o r s ,  h o w e v e r ,  i s  r e l a t i v e l y  h i g h ,  wh ich  i n f l u e n c e d  

USWID'S d e v e l o p m e n t  o f  a c h i l d  s u r v i v a l  p r o j e c t  a i m i n g  t o  

e x t e n d  PHC t o  s i x  g o v e r n o r a t e s  now l a c k i n g  donor  a s s i s t a n c e .  

D u r i n g  1 9 8 7 ,  p o s s i b l e  i m p a c t  w i l l  b e  d e t e r m i n e d  by  ( 1 )  w h e t h e r  

o r  n o t  t h e  MOH a g r e e s  t o  t h e  c h i l d  s u r v i v a l  p r o j e c t  a n d  
d e l e g a t e s  s u p e r v i s o r y  a u t h o r i t y  f o r  u s e  o f  p r o j e c t  r e s o u r c e s  t o  
t h e  r e g i o n s  no  later t h a n  March 3 1 ,  1 9 8 7  a n d  ( 2 )  i n i t i a t i o n  o f  
d o n o r  c o o r d i n a t i o n  m e e t i n g s  f o r  t n e  p l a n n e d  n a t i o n a l  

i m m u n i z a t i o n  campaigr i .  T h e  M i s s i o n  h a s  e x t e n d e d  t h e  t i m e  t o  

meet t h e  i n i t i a l  c o n d i t i o n  p r e c e d e n t  t o  March 3 1 ,  1 9 8 7  f o r  t h e  

C h i l d  S u r v i v a l  p r o j e c t  a n d  w i l l  r ecom~nend d e o u l i g a t i o n  o f  

p r o j e c t  0 8 2  f u n d s  r a t h e r  t h a n  o f f e r  a n y  f u r t h e r  e x t e n s i o n .  ~t 

a l s o  a p p e a r s  t h a t  l a c k  of p l a n n i n g  f o r  t h e  1987 EPI c a m p a i g n  

may bead  to d e l a y s  i n  i t s  i m p l e m e n t a t i o n .  



d .  A n a l ~ s i s  a n d  i n t e r u r e t a t i o n  o f  t h e  1986  

c e n s u s  r e s u l t s  f o r  YAKG ~ o l i c v  m a k e r s  i n  o r d e r  t o  s t i m u l a t e  

a w a r e n e s s  o f  t h e  n e e d  f o r  a  p o p u l a t i o n  p rog ram ( r e g i o n a l  

p r o j e c t ) .  T h e  C e n t r a l  P l a n n i n g  O r g a n i z a t i o n  h a s  n o t  r e q u e s t e d  

a s s i s t a n c e  w i t h  d e m o g r a p h i c  a n a l y s i s  b e c a u s e  o f  a n  e x p a n s i o n  o f  

UNFPA a s s i s t a n c e  i n  t h i s  a r e a .  U S A I D  h a s  r e q u e s t e d  fur lds  from 

.the Regional P s p u l a t i o n  p r o j e c t  t o  u p d a t e  t h e  RAPID coinputer  

p r e s e n t a t i o n .  I m p a c t  s f  a n  u p d a t e d  RAPID p r e s e n t a t i o n  w i l l  b e  

g r e a t e r  i f  i t  i s  d e v e l o p e d  f o r  n a t i o n a l  t e l e v i s i o n ,  p r e s e n t e d  

by Yemeni ,  and a v a i l a b l e  f o r  u s e  i n  f u t u r e  f a m i l y  p l a n n i n g  

w o r k s h o p s  a n d  b y  S a n a ' a  U n i v e r s i t y  i n s t r u c t o r s .  

e .  T r a i l l i n g  o f  a  s u f f i c i e n t  c a d r e  o f  h e a l t h  

p e r s o n n e l  i n  f a m i l y  p l a n n i n g  t o  o p e r a t e  a  l a r g e - s c a l e  

i n t e r v e n t i o n  e f f o r t  ( c e n t r a l  a n d  r e g i o n a l  p r o j e c t s ) .  P r o g r e s s  

w i l l  b e  a s s e s s e d  t h r o u g h  a n  i n t e r n a l  e v a l u a t i o n  i n  1 9 8 7 .  I n  

1 9 8 6 ,  b a s i c  f a m i l y  p l a n n i n g  i n f o r m a t i o n  w o r k s h o p s  w e r e  h e l d  f o r  

t h e  Women's A s s o c i a t i o n s  a n d  t h e  G i r l  G u i d e s .  A d d i t i o n a l  

w o r k s h o p s  a r e  p l a n n e d  u n d e r  t h e  a u s p i c e s  o f  t h e  L o c a l  C o u n c i l s  

f o r  ~ o o p e r a t i v e  D e v e l o p m e n t .  A f a m i l y  p l a n n i n g  c u r r i c u l u m  f o r  

n u r s e s  a n d  a u x i l i a r y  m e d i c a l  p e r s o n n e l  was c o m p l e t e d  f o r  t h e  

H e a l t h  Manpower I n s t i t u t e  i n  1 9 8 6 ,  a n d  a more d e t a i l e d  

c u r r  i c u l u m  f o r  S a n a ' a  U n i v e r s i t y ' s  F a c u l t y  o f  M e d i c i n e  is  

p l a n n e d  t h r o u g h  t h e  J o h n s  Hopk ins  I n t e r n a t i o n a l  P rog ram i n  

O b s t e t r i c s  a n d  G y n e c o l o g y .  

3 ,  C o n s t r a i n t s .  The chief c o n s t r a i n t  t o  p r o g r e s s  i n  

i m p r o v e m e n t s  i n  d e l i v e r y  o f  h e a l t h ,  p o p u l a t i o n  a n d  n u t r i t i o n  

s e r v i c e s  i s  t h e  u n l i k e l i h o o d  t h a t  t h e  MOH c a n  d e v e l o p  a s  a n  

e f f e c t i v e  i n s t i t u t i o n  d u r i n g  t h e  i n t e r m e d i a t e  p e r i o d .  I t  i s  

c o n c e i v a b l e ,  a n d  w o r t n  c o n s i d e r a t i o n ,  t h a t  a p a r t i c i p a n t  

t r a i n i n g  e f f o r t  d e v o t e d  t o  p u b l i c  h e a l t h  m i g h t  b e g i n  now t o  t i p  

t h e  b a l a n c e  f o r  improved  f u t u r e  USAID a n d  o t h e r  donor  

cooperation with t h e  MOH on h e a l t h  c a r e  p r o g r a m s .  



A con t inu ing  c o n s t r a i n t  t o  h e a l t h  c a r e  i n  Yemen is  the  lack o f  

a  r e l i a b l e  d a t a  base a g a i n s t  wtlicll t o  measure p r o g r e s s .  I f  t h e  

proposed TPHCP ex tens ion  is funded,  an update of a  b a s e l i n e  

survey designed f o r  s e n s i t i v i t y  t o  va r ious  socio-ecot~omic 

f a c t o r s  can be under taken.  

The progress  of  TPHCB over t h e  p a s t  yea r ,  t h e  r ap id  pace a t  

w h i c h  a s s i s t a n c e  t o  O H S  product ion  has proceeded, and the  

a t t e n d a n c e  a t  fami ly  h e a l t h  workshops a r e  encouragirig, b u t  

their l i m i t e d  s u c c e s s e s  r e f l e c t  t h e  c o n t r i b u t i o n s  of we l l  

mot iva ted  b u s i n e s s e s  and i n d i v i d u a l s  r a t t l e r - t h a n  p u b l i c  s e c t o r  

i n s t i t u t i o n a l  development. In t h e  Yemeni c o n t e x t ,  however, i t  

is  d i f f i c u l t  t o  ga in  a c c e s s  t o  busir lesses  and i r ld iv idua l s  i n  

the h e a l t h  c a r e  c o n t e x t  wi thout  a t  l e a s t  t h e  t a c i t  suppor t  of 

t h e  MQH. 

Over t h e  longer  term, t h e  sec lus io l l  and near u n i v e r s a l  

i l l i t e r a c y  o f  Yerneni women w i l l  make i t  s i g n i f i c a n t l y  more 

d i f f i c u l t  t o  e f f e c t  impruvement i n  i n f a n t  and c n i l d  h e a l t h .  

Female educa t ion  and c reep ing  s o c i a l  change i n  r u r a l  a r e a s  w i l l  

i n c r e a s e  fernale access  t o  h e a l t h  educat ion  and s e r v i c e s ,  

c o n t r i b u t i n g  t o  long-teem changes i n  i n f a n t  and c h i l d  h e a l t h  

s t a t u s .  

4 .  Pruqrainmatic/Marlaqement Actions (FY 1 9 8 7 - 1 9 8 9  1 .  

a .  FY 1 9 8 7  ( S e c o n d  H a l f ) .  

( I )  I n  view o f  t h e  i s s u e s  d i scussed  h e r e i n ,  

review t h e  p lans  f o r  the  h e a l t h ,  popu la t ion  and n u t r i t i o n  

s e c t o r  over t h e  coming yea r .  

( 2 )  Complete a n  i n t e r n a l  review o f  
p o p u l a t i o n  a c t i v i t i e s  and i d e n t i f  y an i n s t i t u t i o n a l  framework 



and l o g i c  f o r  f u t u r e  a s s i s t a n c e ;  d r a f t  a  p l an  f o r  a s s i s t a n c e  

from r e g i o n a l  a n d  c e n t r a l l y  funded p r o j e c t s .  

' ( 3 )  Review t h e  p r i v a t e  s e c t o r  f e a s i b i l i t y  

study funded by t h e  r e g i o n a l  n u t r i t i o n  p r o j e c t  and s u b m i t  a  

Phase  I 1  p l a n  t o  A N E / T R / H N P  b y  March 3 1 .  

. . 4 )  S a t i s f y  t h e  i n i t i a l  c o n d i t i o n  p r e c e d e n t  

f o r  i d e n t i f i c a t i ~ n  o f  c o u n t e r p a r t s  f o r  implementa t ion  teams i n  

t h e  Child S u r v i v a l  p r o j e c t  by March 31 o r  t e r m i n a t e  t h e  p r o j e c t .  

( 5 ) Complete c o o p e r a t i v e  agreements  between 

USAPD, YEDCO,  UNICEF and t h e  MOH f o r  p u b l i c  and p r i v a t e  s e c t o r  

d i s t r i b u t i o n  of YEDCO-produced O R S  p r i o r  t o  i n i t i a t i o n  of 

p r i v a t e  s e c t o r  marke t ing .  

(1)  I n i t i a t e  s m a l l ,  f ocused  r e g i o n a l l y  

funded  p r i v a t e  s e c t o r  n u t r i t i o n  p r o j e c t .  

( 2 )  conduc t  ORS u k i l i z a t i o n  s t u d i e s  i n  

c s s p e r a t i ~ n  w i t h  YEDCO; d e v e l o p  knowledge and use  t a r g e t s  f o r  

ORS marke t ing .  
B 

( 3 )  I f  the TPHCP is  ex t ended ,  conduc t  t h e  

second  MCH s u r v e y  f o r  impact i n f o r m a t i o n .  

( 4 )  Complete a paper  on p r i v a t e  s e c t o r  
h e a l t h  o p t i o n s ,  p a r t i c u l a r l y  w i t h  r e g a r d  t o  s o c i a l  marke t ing  of  

ORS, f o o d s ,  and c o n t r a c e p t i v e s .  ( N o t e  t h a t  t h i s  p a p e r ,  

promised w i t h  t h e  Act ion  P l a n ,  has  been de l ayed  due t o  t h e  

workload a s s o c i a t e d  w i t h  c n i l d  s u r v i v a l  n e g o t i a t i o n s . )  



c .  FY 1 4 8 9 .  I f  i m p l e m e n t e d ,  e v a l u a t e  t h e  C h i l d  

S u r v i v a l  p r o j e c t .  

5 .  P o l i c y  ~ i a l o g u e  Aqe.nda/Impact .  The " B l u e p r i n t "  

' a g e n d a  f o c u s e s  on  (1) p o p u l a t i o n  g r o w t h ,  ( 2 )  g r e a t e r  r e l i a n c e  

on  non-gove rnmen t  i n t e r v e n t i o n s  a n d  ( 3 )  r e c u r r e n t  c o s t  i s s u e s ,  

e . g . ,  u s e r  f e e s .  The M i n i s t r y  r e c o g n i z e s  r e c u r r e n t  c o s t  

c o n s t r a i n t s  b u t  i s  coinrni t ted t o  t h e  c o n c e p t  of  f r e e  p u b l i c  
- .  h e a l t h  s e r v i c e s .  User f e e s  as  a s o l u t i o n  t o  r e c u r r e n t  c o s t s  

w i l l  n o t  becorne u r g e n t  w h i l e  s u b s t a n t i a l  donor  a s s i s t a n c e  i s  

a v a i l a b l e  a n d  u n c o n d i t i o n e d  on  r e c u r r e n t  c a s t  s o l u t i o n s .  

However ,  a new WHO p r o j e c t  i n v o l v i n g  community  p a r t i c i p a t i o n  i n  

c o s t  s h a r i n g ,  a l o n g  w i t h  t h e  TPHCP's f i n a n c e  s t u d y ,  may p r o v i d e  

a  b e t t e r  b a s i s  f o r  d i a l o g u e .  

MOH i n t e r e s t  i s  m i n i m a l  i n  USAID-sponsored p r i v a t e  s e c t o r  O R S  

p r o d u c t i o n  a n d -  f o o d  f o r t i f i c a t i o n  a n d  p r o c e s s i n g  a c t i v i t i e s .  

The NOH e m p h a s i s  i s  on p r o v i d i n g  s e r v i c e s  r a k h e r  t h a n  

r e g u l a t o r y  c o n t r o l .  The MOH i s ,  however ,  a w a r e  o f  r e g u l a t o r y  

p r o b l e m s  i n  t h e  f a c e  o f  c o n s t a n t  a p p l i c a t i o n s  f o r  new, 

u n r e g u l a t e d  p r i v a t e  c l i n i c s  a n d  h o s p i t a l s .  USAID d i a l o g u e  on 

p r o p e r  r o l e s  s f  g o v e r n m e n t  i s ,  n e v e r t h e l e s s ,  u n l i k e l y  t o  b e a r  

f r u i t  i n  t h e  n e a r  t e r m ,  

P r o s p e c t s  a r e  somewhat  b e t t e r  f o r  a n  i n t e n s i f  i e d  p o l i c y  

d i a l o g u e  on  p o p u l a t i o n  g r o w t h  c o n c e r n s  u s i n g  r e c e n t  c e n s u s  d a t a ,  

and  c o m p u t e r  a p p l i c a t i o n s  p r e v i o u s l y  u s e d  s u c c e s s f u l l y  h e r e .  A 

c o m p l i c a t i n g  f a c t o r ,  h o w e v e r ,  is  the w i d e s p r e a d  s u s p i c i o n  t h a t  

t h e  YARG c h o s e  t o  i n f l a t e  the c e n s u s  f i g u r e s  t o  r e t a i n  i t s  IDA 

e l i g i b i l i t y .  T h u s ,  w h i l e  t h e  c e n s u s  c o n t a i n s  a m p l e  e v i d e n c e  o f  

s e r i o u s  p o p u l a t i o n  USAID c o m p u t e r  mode l s  b a s e d  on 

c e n s u s  d a t a  c o u l d  d i s c o u n t e d  b y  t h o s e  i n  t h e  know 

r e g a r d i n g  t h e  r e a l  



6 .  P r o s p e c t s  f o r  S u c c e s s  o f  s t r a t e g y .  By v i r t u a l l y  

a n y  s t a n d a r d ,  p r o s p e c t s  f o r  s u c c e s s  o f  USAID'S e s t a b l i s h e d  

h e a l t h  s t r a t e g y  r e m a i n  low o v e r  t h e  s h u r  t- to-inedium t e r m s .  

S t r a t e g i c  e l e m e n t s  i n  p o p u l a t i o n ,  n u t r i t i o n  and  ORS u t i l i z a t i o n  

h a v e  somewhat  g r e a t e r  p o t e n t i a l ,  g i v e n  t h a t  t h e y  now d e a l  w i t h  

non-MOH o r g a n i z a t i o n s .  C o n s i d e r i n g  t h e  g a p  be tween  YARG 

p o l i c i e s  a n d  c a p a b i l i t i e s ,  a s  e x e l o p l i f i e d  b y  d e i a y s  i n  p l a n n i n g  

t h e  1987  n a t i o n a l  i ~ n m u n i z a t i o n  c a m p a i g n ,  a s t r a t e g y  f o c u s i n g  

. . e x c l u s i v e l y  on MUH i n t e r v e n t i o n s  a s  a f ramework  f o r  r e d u e f w g  

i n f a n t  a n d  c h i l d  r n a c t a l i t y  is p r o b a b l y  u n w o r k a b l e .  I f  USAID 

r e m a i n s  a n  a c t i v e  p a r t i c i p a n t  i n  the Yemeni h e a l t h  s e c t o r ,  a  

new s t r a t e g y  w i l l  b e  r e q u i r e d .  

F i n a l l y ,  a l t h o u g h  a n y  h e a l t h  s t r a t e g y  mus t  a s sume  t h a t  improved  

h e a l t h  c o n t r i b u t e s  to a more p r o d u c t i v e  l a b o r  f o r c e  o v e r  t ime, 

i t  m u s t  a l s o  e m p h a s i z e  m a x i m i z i n g  t h e  c o s t  e f f e c t i v e n e s s  o f  

resources s p e n t - s n  h e a l t h ,  j u s t  a s  e d u c a t i o n a l  pcograrns  f o c u s  

on i n c r e a s i n g  t h e  e f f i c i e n c y  o f  e d u c a t i o n a l  s y s t e m s .  



111. SPECIAL CONSIDERATIONS. 

A. PRIVATE SEC'rOR ACrTIVI'TIES BY SEC'TOR. S t a t e  399592 

i n d i c a t e d  t h a t  t h e  r e c e n t  review of  USAID'S new P r o j e c t  

Implementa t ion  Repor t s  q u e s t i o n e d  t h e  e x t e n t  o f  p r i v a t e  s e c t o r  

a c t i v i t i e s ,  g iven  t h e  M i s s i o n ' s  p r e v i o u s  d e c i s i o n  t o  conduc t  

p r i v a t e  s e c t o r  a c t i v i t i e s  w i t n i n  i n d i v i d u a l  s e c t o r a l  programs.  

U S A I D  w i shes  t o  n o t e  t h a t  t h i s  was a  c h o i c e  f o r c e d  upon u s  by  

' budg-e% r e a l i t i e s  r a t h e r  t han  o u ~  own p r e f e r e n c e s .  In f a c t ,  

c o n s i d e r a b l e  p r e l i m i n a r y  work had been done l a y i n g  t h e  

f o u n d a t i o n  f o r  a b a s k e t  p r i v a t e  s e c t o r  i n i t i a t i v e s  p r o j e c t  and 

a n  a g ~ i b u s i n e s s  development  p r o j e c t  commencing l a t e  i n  t h e  CDSS 

p e r i o d ,  Our p r e f e r e n c e  would have been t o  i n i t i a t e  t h e  p r i v a t e  

s e c t o r  i n i t i a t i v e s  p r o j e c t  a yea r  ago ,  c o r ~ s i d e f a b l y  

f a c i l i t a t i n g  c o o r d i n a t i o n  of t h e  patctlwork of e f f o r t s  now 

dependen t  upon c e n t r a l  and r e g i o n a l  fund ing .  Fo l lowing  is a 

l i s t i n g  on-going USAID p r i v a t e  s e c t o r  a c t i v i t i e s ,  s e c t o r :  

1. ~ g r i c u l t u r e  ( A g r i c u l t u r a l  Development s u p p o r t ,  

Core S u b p r o j e c t :  USAID fund ing  of a n a l y s e s  f o r  

and i n p u t  t o  t h e  a g r i e u l t u s e  p o r t i o n  of t h e  Th i rd  F ive  Year 

P l a n  i n c o r p o r a t e d  s i g n i f i c a n t  amounts o f  work on t h e  r o l e  o f  

t h e  p r i v a t e  s e c t o r  i n  f o s t e r i n g  a g r i c u l t u r a l  growth.  Of 

p a r t i c u l a r  v a l u e  was t h e  S t la r i f  r e p o r t  on  c o n s t r a i n t s  t o  

p r i v a t e  s e c t o r  p a r t i c i p a t i o n  in a g r i c u l t u r a l  s e c t o r  exparlsion 

which, a.t t h e  r e q u e s t  of the  M A F ,  i s  being excerpted  f o r  

inclusion i n  t h e  T h i r d  Five Year Plan. 

ISAI S u b p r o j e c t :  Over tile p a s t  1 8  m o n t h s  t h e  

I S A I  p r o j e c t  s t a f f  h a s  begun c o l l a b o r a t i n g  w i t h  p r i v a t e  s e c t o r  

f i r m s  t o  a s s e s s  demand f o r  SAE g r a d u a t e s  and a b s o r b  l e s s o n s  f o r  



curr iculuin r e v i s i o n  based upon p r i v a t e  s e c t o r  employers '  needs 

f o r  mid-level a g r i c u l t u r a l i s t s .  

PETS Subprolec t :  The PETS team nas worked 

i n i t i a l l y  w i t h  commercial b r o i l e r  producers  and l a t e r  w i t h  

comrnercial egg producers  and p o t e n t i a l  h a t c h e r i e s  t o  determine 

t h e  s t a t u s  of t h e s e  new i n d u s t r i e s  and i d e n t i f y  problems 

s u s c e p t i b l e  t o  PETS a s s i s t a n c e .  Msre r e c e n t l y ,  t h e  rernabning 

- ~ E T S  s - ta f f  person has been t h e  d r i v i n g  f o r c e  i n  U S A I D ' S  e f f o r t  

t o  l e a d  t h e  MAF i n t o  p r i v a t i z a t i o n  of egg and p u l l e t  product ion  

o p e r a t i o n s .  C a p i t a l i z i n g  on MAF f i n a n c i a l  d i f f i c u l t i e s  i n  

ma in ta in ing  e x i s t i n g  o p e r a t i o n s  dur ing  t h e  PX s h o r t a g e ,  t h e  

a d v i s o r  has  l i n e d  up p o t e n t i a l  p r i v a t e  s e c t o r  buyers and/or 

l e s s e e s  and provided t h e  a n a l y t i c a l  foundat ion  f o r  USAID'S 

p r i v a t i z a t i o n  d i s c u s s i o n s .  D 

HITS- Subpro j e e t :  T h i s  s u b p r o j e c t  has maintained 

c l o s e  c o n t a c t  with v a r i o u s  p r i v a t e  s e c t o r  f i rms  i n  the  

h o r t i c u l t u r e  s u b s e c t o r  through t h e  HITS p r i v a t e  s e c t o r  

a d v i s o r .  T h i s  adv i so r  has been r e s p o n s i b l e  fo r  producing much 

sf t h e  p r e - f e a s i b i l i t y  work f o r  the  h o r t i c u l t u r e  s u u s e c t o r  done 

t o  d a t e  w i t h  U S A I B  funding .  ~ l t h o u g h  p r i v a t e  s e c t o r  emphases 

w i t h i n  t h e  s u b p ~ o j e c t  a r e  expected t o  change a s  a r e s u l t  of the  

r e c e n t  e v a l u a t i o n ,  t h e r e  is l i t t l e  doubt t h a t  t h e  p r o j e c t  has a  

good d a t a  base and l e v e l  of coopera t ion  w i t h  Yemeni commercial 

f r u i t  p roducers .  

2 ,  Education and Human Resources. Deve lopmen t  

T r a i n i n g  E P I  (279-0080) i nc ludes  an amount earmarked for 
p r i v a t e  s e c t o r  t r a in ing . .  U S A I D  r e c e n t l y  reached agreement w i t h  

the Federa t ion  o f  Yemeni Chambers of Commerce and I n d u s t r y  on a 

d r a f t  p r i v a t e  s e c t o r  shor t - t e rm t r a i n i n g  plan f o r  CY 1 9 8 % .  The 

f i r s t  p a r t i c i p a n t s  t o  be t r a i n e d  under t h i s  plan d e p a r t  f o r  the  

Jo rdan  I n s t i t u t e  f o r  Management i n  ba te  March. O t h e r s ,  f o r  an 



es t ima ted  t o t a l  of 6 0  p r i v a t e  s e c t o r  p a r t i c i p a n t s  dur ing  CY 

1 9 8 7 ,  w i l l  fo l low a t  l a t e r  d a t e s .  

3 .  Water. The Sinall Rural  Water Systerrts ( 2 7 9 - O U 4 4 )  

p r o j e c t  has developed t h e  c a p a b i l i t y  of nine p r i v a t e  s e c t o r  

c o n s t r u c t i o n  f i r m s  t o  c o n s t r u c t  r u r a l  po tab le  water systems i n  

accordance w i t h  approved s t a n d a r d s .  Tra in ing  of a d d i t i o n a l  

. p r i v a t e  s e c t o r  Con t rac to r s  is p r o j e c t e d  fo r  t h e  ba lance  of t h e  

p r o j e c t .  

4 ,  Heal th .  USWID has two h e a l t h - r e l a t e d  p r i v a t e  

s e c t o r  a c t i v i t i e s  i n  process  w i t h  r e g i o n a l  funding: 

OKs produc t ion ,  d i scussed  e lsewhere ,  working w i t h  

t h e  p a r a s t a t a l  Yemen Drug 60.  ( Y E D W )  t o  meet t o t a l  Yemeni 

demand f o r  ORS. (This a c t i v i t y  was f inanced by the  Regional 

P r i v a t e  ~ w t e r p r i s e  p ~ b j e c t  a s  a buy-in t o  PATH.) 

Food f o r t i f i c a t i o n  w o t e n t i a l  and review of 

p r i v a t e  s e c t o r  n u t r i t i o n  i s s u e s  f inanced under the  Regional 

N u t r i t i o n  p r o j e c t .  A n  adequate  r e s e a r c h  base has  now been 

e s t a b i i s h e d  f o r  movement i n t o  an implementation phase i n  FY 

5 .  General  ( M u l t i s e c t o r a l ) .  Althougil USAID'S 

t e c h n i c a l  a s s i s t a n c e  a c t i v i t y  w i t h  t h e  Federa t ion  of Yemeni 
Chambers of Commerce and I n d u s t r y  p r o v e d  l e s s  than 
s a t i s f a c t o r y ,  U S A I D  has had growing success  w i t h  t h e  

I n t e r n a t i o n a l  Execut ive S e r v i c e  Corps ( I E S C )  program f inanced 

w i t h  Regional P r i v a t e  E n t e r p r i s e  f u n d s .  Demand from Yemeni 

f i rms ,  a s  w e l l  a s  YARG and p a r a s t a t a l  e n t i t i e s ,  has been s o  

high t h a t  a v a i l a b l e  r e sources  w i l l  n o t  s t r e t c h  t o  cover 

a s s i s t a n c e  t o  a l l  f i r m s  express ing  s t r o n g  i n t e r e s t .  Moreover, 

t h e  program has reached the  s t a g e  where the  Mission and A I D / W  



n e e d  t o  i d e n t i f y  f u n d i n g  f o r  t h e  e s t a b l i s h m e n t  o f  a  Yeinen 

C o u n t r y  D i r e c t o r  f o r  t h e  IESC. W i t h  a g r o w i n g  l e v e l  o f  

r e q u e s t s  f r o m  f i r m s  a c r o s s  t h e  p r o d u c t i v e  s e c t o r s  of t h e  Yemeni 

economy ( a n d  h e a v y  i n t e r e s t  f rom a g r i b u s i n e s s e s )  U S A I D  b e l i e v e s  

t h a t  t h i s  a l r e a d y  s u c c e s s f u l  e f f o r t  i s  o n e  which  s h o u l d  b e  

c a r e f u l l y  n u r t u r e d  w i t n  a v a i l a b l e  c e n t r a l  and  r e g i o n a l  f u n d s .  

. . B, ROLE OF FOOD A I D  I N  STRATEGY. 

1. R e l a t i o n s h i p  t o  S t r a t e g y  a n d  P rog ram.  M i s s i o n  

b u d g e t  r e d u c t i o n s  a n d  t h e  M A W G ' s  r e s p o n s e  to a w o r s e n i n g  

e c o n o m i c  s i t u a t i o n  h a v e  r e c e n t l y  c o r n ~ i n e d  t o  e n h a n c e  t h e  

p o t e n t i a l  f o r  P,L. 4 8 0  T i t l e  I a s  b o t h  a d e v e l o p m e n t a l  a n d  

p o l i c y  d i a l o g u e  t o o l .  S e l f - h e l p  m e a s u r e s  a s s o c i a t e d  w i t h  P . L .  

4 8 0  T i t l e  I l a r g e l y  r e f l e c t  t h e  p r i o r i t i e s  o f  t h e  g r a n t  

p r o g r a m .  The YAMG h a s  made a d d i t i o n a l  p r o p o s a l s  f o r  s u p p o r t  t o  

t h e  I B R D ' s  Wadi J awf  R u r a l  Deve lopmen t  P rog ram a n d  s m a l l  

c a t c h m e n t  daiils wh ich  a r e  c o n s i s t e n t  w i t h  USAID's s t r a t e g i c  

emphases  i n  t h e  a g r i c u l t u r e  a n d  w a t e r  s e c t o r s .  I n  t h e  

i n t e r m e d i a t e  p e r i o d ,  h o w e v e r ,  t h e  P . L .  4 8 0  T i t l e  I p rog ram may 

b e  u s e d  i n c r e a s i n g l y  t o  e n c o u r a g e  mac roeconomic  a n d  

a g r i c u l t u r a l  p o l i c y  a n a l y s i s ;  f u r t h e r ,  h i g h e r  colnmodity l e v e l s  

may yet s e r v e  a s  v a l u a b l e  l e v e r s  t o w a r d  p o l i c y  r e f o r m s .  For  

more d i s c u s s i o n  of  t h e  r o l e  o f  f o o d  a i d  i n  p o l i c y  d i a l o g u e  s e e  

S e c t i o n s  I I . A . 2 .  a n d  I I . A . 3 .  Thus  f a r ,  a p p r o x i m a t e l y  4 0 4  o f  

t h e  p r o c e e d s  g e n e r a t e d  f rom s a l e s  h a s  b e e n  u s e d  i n  e a r t h q u a k e  

r e c o n s t r u c t i o n  i n  c o o r d i n a t i o n  w i t h  o t h e r  d o n o r s  a n d  t h e  YARG; 

a n  i n f r a s t r u c t u r e  improveinent  p r o j e c t  a t  S a n a ' a  U n i v e r s i t y  h a s  

r e c e n t l y  b e e n  a p p r o v e d .  I n  l i g h t  of  t h e  o n - g o i n g ' P e o p l e l s  

Assembly  r e v i e w  o f  p r o p o s e d  a c t i v i t i e s ,  t h e  M i s s i o n  b e l i e v e s  

t h a t  a p p r o v a l  of  s e v e r a l  o t h e r  p r o j e c t s  u n d e r  t h e  M i n i s t r y  o f  

A g r i c u l t u r e  a n d  F i s h e r i e s  a n d  the F a c u l t y  o f  A g r i c u l t u r e  i s  

imminen t .  Sa l e s  proceeds from the  FY 1 9 8 7  a g r e e m e n t s  may b e  

used t o  s u p p o r t  agriculture and'water s e c t o r  projects in 



c o n j u n c t i o n  w i t h  e x i s t i n g  M i s s i o n  a c t i v i t i e s ;  d i s c u s s i o n s  h a v e  

b e e n  i n i t i a t e d  on a  S e c t i o n  108  p r o g r a m ,  an  a l t e r n a t i v e  w h i c h  

t h e  Embassy a n d  A I D  a r e  p r o m o t i n g  s t r o n g l y ,  g i v e n  i t s  p o t e n t i a l  

f o r  p r i v a t e  s e c t o r  d e v e l o p m e n t  a n d  t h e  f i n a n c i a l  a d v a n t a g e s  i t  

h o l d s  f o r  t h e  YARG. The YARG h a s  c o n c l u d e d  t h a t  a  S e c t i o n  1 0 8  

p r o g r a m  i s  n o t  p o s s i b l e  f o r  FY 1 9 8 7 ,  g i v e n  o n g o i n g  e f f o r t s  b y  

t h e  m o n e t a r y  a u t h o r i t i e s  t o  r e d u c e  e x c e s s  l i q u i d i t y ,  b u t  h a s  

. no% r u l e d  o u t  t h e  p o s s i b i l i t y  sf a S e c t i o n  108  p r o g r a m  f o r  t h e  

f u t u r e .  

2 ,  C o u n t r y  Food 3 i t u a t i o n :  C o n s t r a i n e d  by r u g g e d ,  

a r i d  t e r r a i n ,  i n a d e q u a t e  w a t e r  r e s o u r c e s  a n d  a l a c k  o f  

t e c h n i c a l  e x p e r t i s e ,  a g r  h e u l t u r a l  p e r f o r m a n c e  hks v a r i e d  by  

s u b - s e c t o r  d u r i n g  t h e  l a s t  y e a r s .  W h i l e  v e g e t a b l e  a n d  f r u i t  

p r o d u c t i o n  h a s  i n c r e a s e d ,  m a r g i n a l  l a n d s  p r e v i o u s l y  u s e d  f o r  

s o r g h u m ,  m i l l e t - a n d  w h e a t  p r o d u c t i o n  h a v e  gone  o u t  o f  

p r o d u c t i o n ,  Wheat p r o d u c t i o n  l e v e l s  f o r  CYs 1983-1986 w e r e  

34 ,170  MT, 6 3 , 0 0 0  MT, 72,000O MT and. 6 0 , 0 0 0  MT r e s p e c t i v e l y  

(new MAF f i g u r e s ) ,  w h i l e  i m p o r t s  f o r  t h o s e  y e a r s  s t o o d  a t  

357 ,000  MT, 4 6 3 , 0 0 0  MT a n d  419 ,400  MT a n d  6 2 1 , 7 0 0 ,  

~ e s p e c t i v e l y .  The YARG h a s  a p p r o v e d  a n  a l l o c a t i o n  o f  715,OUO 

MT o f  w h e a t  f o r  1 9 8 4 ,  i n c l u d i n g  1 6 5 , 0 0 0  MT f o r  t h e  l o c a l  f l c d r  

m i l l .  Yemen d o e s  n o t  p r o d u c e  r i c e ,  b u t  f o r  C Y s  1983-1985 

i m p o r t e d  3 8 , 8 0 8  MT, 4 8 , 4 0 0  MT, 4 7 , 6 0 0  a n d  5 4 , 7 0 0  MT, 
w 

r e s p e c t i v e l y .  Food g r a i n  i m p o r t s  a r e . e x p e c t e d  t o  i n c r e a s e  by 

a p p r o x i m a t e l y  1 5 4  a n n u a l l y  i n  t h e  medium t e r m ,  d e s p i t e  e c o n o m i c  
production p o t e n t i a l  i n  r a i n f e d ' a r e a s .  

3 .  P o l i c i e s  a n d  Reforms  t o  b e  S u p p o r t e d .  T h e  

a v a i l a b i l i t y  o f  P + L .  480 T i t l e  I c o m m o d i t i e s  c a n  a s s i s t  t h e  

Yemen Government  i n  w e a t h e r i n g  t h i s  p e r i o d  o f  $ n c r e a s e d  

p o l i t i c a l  p r e s s u r e  w i t h o u t  r e s o r t i n g  t o  more s t r i n g e n t  e c o n o m i c  

c o n t r ~ 1 . s  w h i c h  wou ld  b e  d e t r i m e n t a l  t o  t h e  econoiny i n  t h e  l o n g  

r u n .  In t h e  p a s t ,  t h e  a b s e n c e  o f  governnnent c o n t r o l s  i n  t h e  



marketp lace  made p o l i c y  reforms based on P . L .  4 8 U  T i t l e  I s a l e s  

unnecessary .  However, r e c e n t l y  a p p l i e d  c o n t r o l s  which i n h i b i t  

p r i v a t e  s e c t o r  a c t i v i t y  and t h e  impor ta t ion  of  v i t a l  

a g r i c u l t u r a l  i n p u t s  mer i t  Mission a t t e n t i o n .  ~ e l e v a n t  Mission 

p o l i c y  d ia logue  i s s u e s  have been f u l l y  i n d e n t i f i e d  p rev ious ly  

i n  S e c t i o n s  11. A .  and B. 

, . 4 ,  Use of P ~ u p o s e d  Commodities. Proposed wheat and 

r i s e  w i l l  De s o l d  by  t h e  Yemen General  Corpora t ion  f o r  Foreign 

Trade and Grain t o  a p p r ~ x i m a t e l y  2 0  WhoPesalers and v a r i o u s  

governmental  a g e n c i e s .  S a l e s  proceeds a r e  kept  i n  a  s p e c i a l  

account .  S u b s t a n t i a l  p r o f i t s  have been r e a l i z e d  on s a l e s  t h u s  

f a r  making cont inued and l a r g e r  P . L .  480 T i t l e  I s a l e s  very 

a t t r a c t i v e  t o  t h e  Y A R G .  

5. Local Currency Use: See s e c t i o n  1. above. 

6, S t a t u s  of S to rage  and D i s t r i b u t i o n  Capac i ty .  

Gra in  s t o r a g e  c a p c i t y  relnains a t  a  l e v e l  cons idered  

a p p r o p r i a t e  f o r  a  f a v o r a b l e  Bellmon Determinat ion and unloading 

c a p a b i l i t i e s  a r e  adequate .  Although impcovement i n  b u l k  

hand l ing  i n t e r n a l l y  would be welcome, no major problemc w i t h  

s t o r a g e  and d i s t ~ i b u t i o n  have a r i s e n  i n  t h e  t h r e e  y e a r s  o f  thg 

program. In 1985 a l o n e ,  over 650,000 M'r of g r a i n  imports  were 

handled a t  t h e  p o r t  of .nodeidah wi tnout  i n c i d e n t .  

7 .  D i s i n c e n t i v e s  ts Local Production. It is e v i d e n t  
t h a t  Yemen's producer p r i c e  s t r u c t u r e  f o ~  l o c a l l y  grown wheat 

encourages l o c a l  product ion  i n  r a i n f e d  a r e a s .  No Bellmon 

i s s u e s  e x i s t  w i t h  r e s p e c t  t o  r i c e .  

F I N A N C I A L  ISSUES. 

Wi th  t h e  development a s s i s t a n c e  budget locked a t  a maximum of  

$22 milhion through FY 1 9 8 9 ,  U S A % D 1 s  f i n a n c i a l  i s s u e s  r evo lve  



much more p r o m i n e n t l y  a r o u n d  m o r t q a g e  c o n c e r n s  t h a n  p i p e l i n e  

proDlerns .  U S A I D  p e r h a p s  was more f o r t u n a t e  t h a n  o t h e r  

M i s s i o n s ,  i n  t h a t  a  s u b s t a n t i a l  p i p e l i n e  was i n  p l a c e  p r i o r  t o  

t h e  e n a c t m e n t  o f  Gra lnrn-Hudlnan-Hol l ings  r e d u c t i o n s .  T h i s  h a s  

e n a b l e d  t h e  ? I i s s i o n  t o  a b s o r b  s e r i o u s  c u t s ,  w h i l e  b u y i n g  t i m e  

f o r  s t r e a m l i n i n g  a n d  r e - f o c u s i ~ l g  o f  e x i s t i n g  p r o j e c t s .  

U n f o r t u n a t e l y ,  t h e  b i g g e s t  n e g a t i v e  i m p a c t  h a s  been  on new 
* .  

p r o j e c t s  a n d  a c t i v i t i e s  c e n t r a l  t o  t n e  c o n d u c t  o f  t n e  M i s s i o n ' s  

s t r a t e g y ,  i d e a ,  EDSP, I F P ,  a n d  p r i v a t e  s e c t o r  i n i t i a t i v e s .  

W h i l e  t h e  EDSP f u n d i n g  i m p a s s e  a p p e a r s  t~ have b e e n  r e s o l v e d  

t h r o u g h  d e o b - r e o b . - a c t i o n s ,  -. m o d u l a r i z a % i o n ,  a n d  c r e a t i v e  

f r a n c h i s i n g  o f  p r o j e c t  c o m p o n e n t s  unde f  c e n t r a l .  p r o j e c t s ,  

f u n d i n g  f o r  i n i t i a t i o n  o f  % h e  P P P ,  p r i v a t e  s e c t o r  i n i t i a t i v e s  

a n d  p o l i c y  a n a l y s i s  a n d  d i a l o g u e  r e m a i n s  n e b u l o u s .  

On t h e  m o r t g a g e - s i d e ,  t h e  M i s s i o n  h a s  t a k e n  t h e  i n i t i a t i v e  

i n f o r m a l l y  t o  reduce a u t h o r i z e d  LOP f u n d i n g  l e v e l s  t h r o u g h  

d e v e l o p m e n t  o f  new p r o j e c t  i m p l e m e n t a t i o n  s c h e d u l e s  a n d  

s c a l e d - b a c k  w o r k p l a n s .  Approved  ADSP p r o j e c t  p a p e r s  amourit t o  

o v e r  $137 m i l l i o n  i n  f u n d i n g  r e q u i r e m e n t s .  A c t u a l  p r o j e c t i o n s ,  

h o w e v e r ,  c u r r e n t l y  amount  t o  a p p r o x i m a t e l y  $119 m i l l i o n ,  o f  

w h i s h  a p p r o x i m a t e l y  $79 m i l l i o n  will b e  o b l i g a t e d  t h r o u g h  FY 

% 9 8 7 .  T h i s  w i l l  l e a v e  a  p o s t - 1 9 8 7  ADSP m o r t g a g e  uf  a r o u n d  $ 4 0  

m i l l i o n  t h r o u g h  FY 1 9 9 6 ,  e x c l u s i v e  o f  a  p r o b a b l e  C o r e  

- s u b p r o j e c t  e x t e n s i o n  beyond FY 1 9 9 0 .  

Wi th  M i s s i o n  a p p r o v a l  a n d  high p r i o r i t y  a l l o c a t i o n  of  funds f o r  

t h e  EDSP w i t h i n  EHR a c c o u n t  t o t a l s ,  the maJor r e m a i n i n g  issues 

a r e  t h e  a f o r e m e n t i o n e d  I r r i g a t e d  Farm ~ r a c t k c e s  s u b p r o j e c t ,  a n d  

a d d i t i o n a l  r e q u i r e m e n t s  f o r  Deve lopmen t  T r a i n i n g  111 ( U 8 U ) ,  f o r  

wh ich  a u t h o r i z e d  f u n d i n g  w i l l  b e  e x h a u s t e d  i n  FY 8 9 .  USAID 

w i l l  b e  r e - s u b m i t t i n g  t h e  0 8 0  amendment d u r l n g  FY 8 7 ,  now t h a t  

b u d g e t  l e v e l s  a p p e a r  t o  be  b o t t o m i n g  o u t ,  a n d  e d u c a t i o n  sector  
p r i o r i t i e s  h a v e  b e e n  e s t a b l i s h e d .  F i n d i n g  f u n d s  f o r  c o n t i n u e d  

\ 



0 8 0  i n c r e a s e s ,  IFP, a  c o n t r i b u t i o n  t o  the  UNDP water e f f o r t ,  

p r i v a t e  s e c t o r  i n i t i a t i v e s  and p o l i c y  a n a l y s i s / d i a l o g u e  w i l l  b e  

t h e  f i n a n c i a l  i s s u e s  r e q u i r i n g  a t t e n t i o n  dur ing  t h i s  Program 

Week. 

D .  MANAGEMENT A N D  WORKFORCE ISSUES. A s  d i scussed  above 

he ightened emphases on macroeconomic, food a i d  management, 

w a t e r ,  and p r i v a t e  s e c t o r  concerns addi t ional ,  

s t a f f i n g  requi rements  which may n o t  be f u l l y  o f f s e k  by  

c o n c ~ r n i t a n t  d e c r e a s e s  i n  QtheK a r e a s .  While t h e  Mission will 

make every  e f f o r t '  t o  use U . S . ,  F S N ,  and TCN P S C s  t o  meet t h e s e  

r equ i rements ,  i t  is  i n e v i t a b l e  t h a t  some of  these  s k i l l s  w i l l  

n o t  be  a v a i l a b l e  through o t h e r  than d i r e c t - h i r e  s o u r c e s .  I t  is  

t o o  e a r l y  t o  d i s c e r n  What w i l l  be a c t u a l  s h o r t a g e s  i n  U.S. and 

F .N.D.M. s t a f f i n g  c e i l i n g s .  T h i s  i s s u e  too m u s t  be cons idered  

a s  agreements ark reached on s e c t o r a l  s t r a t e g i e s  dur ing  Program 

Week. 

C O N C L U S I O N  

U S A I D  r ecogn izes  t h a t  the  l o g i c  of t h i s  p r e s e n t a t i o n  impl ie s  

formal  r e v i s i o n  of our CDSS over t h e  next  yea r .  B u t  CDSSS and 

updates  a r e  l a b o r - i n t e n s i v e  and d i v e r t  s t a f f  time which might 

most p r o f i t a b l y  be s p e n t  over t h e  next  year on implementation 

accomplishments.  More impor tan t ly ,  however, t h e r e  is a  need 

f o r  a d d i t i o n a l  a n a l y s i s  r e l a t e d  t o  the  a g r i c u l t u r a l  s t r a t e g y  
p resen ted  he re  w h i c t l  is u n l i k e l y  t o  be co~nple ted  over the next 

y e a r ,  In  a d d i t i o n ,  i t  w o u l d  be p r e f e r a b l e  t o  allow economic 

f o r c e s  t o  p lay  theinselves o u t  w i t h  t h e  advent  o f  o i l  revenues 

i n  1 9 8 8 ,  b e f o r e  t a k i n g  another  look a t  con t inu ing  macroeconomic 

i s s u e s .  We t h u s  urge A I D / W  t o  a g r e e  t o  a  forinal planned CDSS 

r e v i s i o n  dur ing  FY 8 9 ,  b y  which time f u r t h e r  ana lyses  can b e  

completed and a number o f  econornie i s s u e s  r a i s e d  i n  t h i s  

document w i l l  have been r e s o l v e d ,  i n  one way or  a n o t h e r .  ~ f  

AIB/W concurs ,  we w i l l  use  t h e  s t r a t e g y  o u t l i n e d  i n  t h i s  

document a s  t h e  b a s i s  f o r  next  y e a r ' s  Action P lan .  



Annex h - C o n s o l i d a t e d  ~ n a l ~ t i c a l  Aqenda 

The f o l l o w i n g  l i s t  o f  a c t i v i t i e s  compr i se s  t h e  M i s s i o n ' s  

analytical agenda f o r  r e f i n e m e n t  and f u r t h e r  d e l i n e a t i o n  o f  

s t r a t e g i c  emphases .  Given t h e  l e n g t h  and complex i ty  o f  t h i s  

l i s t ,  i t  i s  u n l i k e l y  t h a t  t h e  e n t i r e  agenda can be accomplished 

d u r i n g  t h e  Act ion  Plan p e r i o d .  T h u s ,  w i t h i n  each s e c t i o ~ ~  

below,  U S A I D  ha s  p r i o r i t i z e d  a n a l y s e s ,  and i n d i c a t e d  b y  an 

a s t e r i s k  ( * )  whether  t h e  proposed s t u d y  is a n t i c i p a t e d  t o  be 

comple ted  tnrougtl  trle Act ion  P l an  p e r i o d .  Cos t  e s  t i r na t e s  have 

been deve loped  based  upon a s sumpt ions  r e g a r d i n g  t h e  number of  

p e r s o n s  and t ime  r e q u i r e d ,  All i n c l u d e  s a n e  p r o v i s i o n  f o r  

c o n t r a c t o r  o v e r h e a d ,  a l t h o u g h  i n  a  number of  i n s t a n c e s  t h e  

Miss ion  !nay choose  t o  u se  a  Pu rcnase  Qrde r  o r  o t h e r  l e s s  c o s t l y  

mechanism. Some of t h e  a g r i c u l t u r a l  a n a l y s e s  may be done under 

e x i s t i n g  o r  p lanned  c o n t r a c t s  under t h e  A g r i c u l t u r a l  

Development. Suppor t  Program. Beyond t h i s ,  t h e  Miss ion has  n o t  

de t e rmined  which p i e c e s  might  be most a p p r o p r i a t e l y  per formed 

b y  A I D / W  staff, or  which might r e q u i r e  c e n t r a l  06  r e g i o n a l  

f u n d s .  Given t h e  a p p a r e n t  s h o r t a g e  of  P r o j e c t  Development and 

Suppor t  f u n d s ,  and l i m i t e d  ~ i s s i o n  c a p a b i l i t y  t o  s u p p o r t  

macroeconomic s t u d i e s  w i t h i n  e x i s t i n g  p r o j e c t  a u t h o r i z a t i o n s  

and  b u d g e t s ,  i t  is hoped t h a t  a s s i s t a n c e  can be p rov ided  from 

A I D / W  f o r  f i n a n c i a l  and staff s u p p o r t  t o  c a r r y  o u t  t h i s  agenda .  

Ana lyses  

Macr oe-conolnic 

1. Labor M a r k e t s /  

Remittances* p .  27 

Cos t  E s t i m a t e s  

2 .  Flow of  Funds 

Model p . 2 7  



3 .  F i n a n c i a l  M a r k e t s  

R e c o n n a i s s a n c e *  p .  2 7  

4 .  C o m p u t e r  M o d e l :  

S y n t h e s i s  o f  

11lve.s trnen t a n d  

F i n a n c i a l  V a r i a b l e s  p .28 

2 .  P r i c e s /  I n c e n t i v e s /  

I n t e r v e n t i o n s  i n  

I n p u t / C o r n m o d i t y  

M a r k e t s *  p .  36  

3 .  E n e e n t i v e / ~ i s f n c e n t i v e  

E f f e c t  o f  E x c h a n g e  

Kate o n  A g r i c u l t u r a l  

P r o d u c t i o n *  p .  3 6  

4 .  Credit Needs* p ,  3 4  $ 25 ,000  

5 .  E n v i r o n m e n t a l  

D e g r a d a t i o n  p .  37 

I n  a d d i t i o n ,  s u b - s e c t o r  s p e c i f i c  studies w i l l  n e e d  t o  b e  d o n e  
u n d e r  ADSP a u s p i c e s ,  e . g . ,  r e v i e w  o f  v e g e t a b l e  s u b s e c t o r  

i n c l u d i n g  o t h e r  d o n o r  e f f o r t s ,  cash c r o p  p o t e n t i a l ,  e t c .  

H e a l t h  a n d  P o p u l a t i o n  

1. RAPID Update* p .  59 



2 .  P r i v a t e  Sec to r  

H e a l t h  Options* p .  6 1  

T o t a l  Est imated ~ e q u i r e m e n t :  

Kequirement Through FY 8 9 :  
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OBLIGATION SCHEDULE ($UOO/Month)  

A R D N  

7 9 - 0 0 5 2  ADSP 

TOTAL 
EHRD 

2 7 9 - 0 0 5 3  Basic E d u c a t i o n  D e v .  ( - 1 , 3 0 0 ) a / 7  - 

2 7 9 - 0 8 7 4  E d u c .  B e v .  S u p p o r t  , .  ( l , 3 0 0 ) a / 7  - l . , Q L I U  1 2  1 , 0 0 0  1 2  

2 7 9 - 0 0 8 0  Dev .  T r a i n i n g  IIE 7 , 8 0 0  1 2  9 , 1 0 0  1 2  1Or2OO 12  

2 7 9 - 0 0 4 4  S m a l l  R u r a l  Water 
S y s t e m s  1 , 8 0 0  3 1 , 0 0 0  12 0 

2 7 9 - 0 0 6 5  Tihama Primary H e a l t h  
c a r e  1 , 5 0 0  - c / 6  0 0  

279-0082 A c c e l e r a t e d  C o o p e r a -  
t i o n  f o r  C h i l d  S u r v i v a l  8 0 0  - c/7 2 , 4 0 0  1 2  2 , 4 0 0  1 2  

2 7 9 - 0 0 7 8  Water R e s o u r c e s  

TOTAL 4 , 1 0 0  3 , 4 0 0  2 , 4 0 0  

GRAND TOTAL 
9 

b/ E x c l u s i v e  o f  I r r i g a t e d  F a r m  P r a c t i c e s  S u b p r o j e c t .  - 
c /  B e c a u s e  o f  d e l a y s  i n  s t a r t - u p  o f  the c h i l d  S u r v i v a l  p r o j e c t ,  
4 

the f u l l  $ 2 . 3  m i l l i o n  p r e v i o u s l y  p l a n n e d  f o r  0 8 2  is n o t  
r e q u i r e d  i n  P Y  1 9 8 7 .  I f  the i n i t i a l  C P  i s  n o t  met by March 
3 1 ,  1 9 8 3 ,  USAKD w i l l  r e c o m m e n d  d e o b l i g a t i v r l  of  t h e  $ 3 . 1 5 9  m i l l i o n  
o b l i g a t e d  i n  PY 1 9 8 6 .  U S A I D  w o u l d  p r o p o s e  t o  u s e  s o m e  o r  a l l  of 
t h e s e  f u n d s  f o r  t o p - o f f  o f  c e n t r a l  o r  r e g i o n a l  h e a l t h  p r o j e c t s  
e a r m a r k e d  f o r  Yemen a c t i v i t i e s ,  a s c h u l a r s i ~ i p  p r o g r a m  i n  h e a l t h -  
r e l a t e d  f i e l d s  u n d e r  D e v e l o p m e n t  T r a i n i n g  I I I ,  o r  f o r  a c o n t r i -  
b u t i o n  t o  t h e  UNDP's p l a n n e d  a s s i s t a n c e  p r o g r a m  t o  t h e  H i g h  Water 
C o u n c i l .  I f  0 8 2  d o e s  n o t  m o v e ,  USAID w o u l d  p r e f e r  t o  s w a p  t h e  

' $ 8 0 0 , 0 0 0  r e m a i n i n g  f o r  C h i l d  S u r v i v a l  i n  t h i s  y e a r ' s  O Y a  f o c  
ARDN f u n d s .  

VS Q012P 



USAID YEMEN - EVALUA'PXOM PLAN FY 8987-1988 

Project  No./Title Last Eval. FY 1987 FY 1988 ~easons/Issues Funding U S A I D  Collateral 
Cosngleeed Start  To S ta r t  ~o Source ($000) Person Assistance . 

W./Year ( ~ t r .  )MD/W ( ~ t r  . )AID/W mys 

ARDN - 
279-0052.4 Agricul- 2/84 1 3  Determine effectiveness# PDS 104.3 30 
t u r a l  ~ e v .  Supprt  future roles :W/privake 
BITS S u ~ p r o  ject sector i n  hort. industry. 

HEALTH 

279-0065 Tinama 4/85 2 3 
Primcy Healtn care 

279-0054 Sinall Project 
Assistance Progran 

Patti@ipdn t Training 
Cross-Sectoral Mevlew 

Deterrnlne l f  project should PDS 15.0 30 
oe extended. 

I ~etecmine new direction for 0 20 IcID/W, 
USAID/PC co l la~ora t ion ,  Peace 
effectiveness of SPAF. co r ps 

Determine ilnpact: and ~ r o j e c t s  30 
2 4 appropriate flslds/colleges. 
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Annex D Gray  Amendment 

P r o g r a m  Funds :  D u r i n g  t h e  p a s t  y e a r  f o u r  c o n t r a c t s  w e r e  s i g n e d  

w i t h  G r a y  Amendment o r g a n i z a t i o n s  t o t a l l i n g  $ 3 6 3 , 4 3 1  f r o m  

p r o g r a m  f u n d s  ( i n c l u d i n g  o n e  f rom PDS f u n d s  a l l o c a t e d  t o  t h e  

M i s s i o n )  ; c o n t r a c t s  i n c l u d e  two m i n o r i t y  f i r r n s ,  o n e  woman 

c o n s u l t a n t  a n d  o n e  woman-owned f i r m .  I n  1 9 8 7 ,  i t  i s  

a n t i c i p a t e d  t h a t  a p p r o x i m a t e l y  $186 ,000  w i l l  b e  s u b c o n t r a c t e d  

f r o m  p r o g r a m  f u n d s  f o r  t e c h n i c a l  s e r v i c e s  f r o m  a woman-owned 

f i r m .  Over t h e  L i f e  o f  t h e  p r o j e c t ,  a p p r o x i m a t e l y  $5.5 m i l l i o n  

is  p l a n n e d  f o r  t h e  t e c h n i c a l  a s s i s t a n c e  a n d  summat ive  

e v a l u a t i o n  c o n t r a c t s  u n d e r  t h e  new E d u c a t i o n  BevePopment  

S u p p o r t  - p r o j e c t  w h i c h  w i l l  b e g i n  i n  b a t e  PY 1 9 8 7 .  

O p e r a t i n g  E x p e n s e  Funds:  

I n  FY 1986 ,  o p e r a t i n g  e x p e n s e  f u n d s  t o t a l l i n g  $256 ,190  were 
u s e d  f o r  a ~ ~ a y  Amendment p a c k i n g  f i r m  a n d  s i x  PSC c o n t r a c t s  

a n d  s e v e r a l  p u r c h a s e  o r d e r s  f o r  women administrative a n d  

c o n s u l t a n t  s e r v i c e s .  I n  1 9 8 7 ,  a p p r o x i m a t e l y  $296 ,000  i n  n i n e  

 funded c o n t r a c t s  w i l l  b e  a w a r d e d  f o r  s i m i l a r  s e r v i c e s ,  a n d  

i n  1 9 8 8 ,  $330,OQU f o r  10  c o n t r a c t s .  

H i s t o r i c a l l y  B l a c k  C o l l e g e s  a n d  U n i v e r s i t i e s  (HBCU): B e c a u s e  

USAID r e l i e s  a l m o s t  e x c P u s i v e l y  o n  ST/IT a n d  u n i v e r s i t y  

c o n t r a c t s  f o r  p l a c e m e n t  o f  p a r t i c i p a n t s ,  U S A I D  h a s  l i t t l e  

c o n t r o l  o v e r  HBCU p l a c e m e n t s .  We. h a v e  u r g e d  t h a t  S T / I T  

r e s o u r c e s  b e  c h a r g e d  w i t h  p r i m a r y  r e s p o n s i b i l i t y  for 
i m p l e m e n t a t i o n  of t h i s  p o l i c y .  W i t h  r e s p e c t  t o  p a r  t i c z i p a n t  

t r a i n i n g  u n d e r  o u r  T i t l e  XI1 p r o g r a m ,  t h e  C o n s o s t i u m .  f o r  

D e v e l o p m e n t  h a s  e n t e r e d  i n t o  a g r e e m e n t s  w i t h  a t  l e a s t  two HBCUs 

w h i c h  s h o u l d  f a c i l i t a t e  p l a c e m e n t  o f  c o n t r a c t  f u n d e d  

p a r t i c i p a n t s  i n  t h e s e  s c h o o l s .  



Annex E - AID/Peace Cor~s Collaboration 

USAID and the Peace Corps have made a concerted effort in Yemen 

to utilize each other's strengths in support of mutual objectives. 

At-times, however, it is difficult for the collaboration process 

to accommodate all of the objectives, concerns, and bureaucratic 

requirements of both agencies as well as those of the Yemen 

Government- Over the past year, the potential for AID/Peace Corps 

collaboration has declined somewhat in Yemen, as a result of . . 

- a nurriber of factors: 

Gram-Rudmm-MaI1ings budget reduetions have eliminated or 

reduced funding for some WID programs. Unfortunately, the 

budget axe fell after Peace Corps had already initiated 

recruitment of volunteers for these AID projects. The net 

result has been that volunteers are underemployed in their 

assigned responsibi%itieso 

-- The Yemen Goverment: often seems to f i n d ' i t  difficult to 

envision the more youthful and inexperienced PCVs as full 

members of AID project teams. In some cases, AID'S proposals 

for PCV participation in AID-financed projects meet with 

stiff Ministry opposition. YARG attitudes, combined with the 

big adjustment required for all, particularly female PCVs 

ts this conservative Islamic society, can result in 

relatively rapid turgover of PCVs among various projects. 

-- Although AID and Peace Corps may agree- on develoopmental 
objectives in their broadest sense, project management can 

be complicated by PCV involvement. AID uses contractors for 

project implementation. PCVs are assigned to contractors 

for day-to-day supervision. Where differences of opinion 
v 

arise between PCVs and their contractor supervisors, PCVs 

can take their views t o  Peace Corps staff, and through them, 

to the Embassy. As a result, AID and its contractors lose 

some measure of control ~ v e r  project-specific decisions. 



-- It is c l e a r  that while A I D  sees itself as a development agency, 

some elements of Peace Corps continue to emphasize Peace Corps' 

' cross-cultural and community level development objectives. 

In Yemen, for a number of political, cultural and development 

reasons, these objectives are not always consistent with 

AID goals. Similarly, USAID/Yemen activities involving 

PCVs may not meet the Peace Corps guidelines. Furthermore, 

PCVs may resist being seen as a part of a program furthering 

U . S .  foreign policy objectives, an inescapable connection where 

PCVs axe working on AID projects. 

-- With respect to the Small Project Assistance ProgLam (SPAP), 
PCV participation in A I D  programs limits opportunities for 

identification and implementation of SPAP activities. In 

effect, PCVs working with AID projects are rarely living in 

villages where cornunity development projects conforming to 

Peace Corps guidelines are generated. USAPB has supported 

a broadening of the interpretation of these guidelines to 

facilitate SPAP identification, but Peace Corps/Washington 

has opposed this broader approach. These factors hamper 

quick and, in our view, effective use of these resources in 

the Yemen context. 


