
Yemen: Towards Deeper Trade Integration 

Summary 
This note sketches a possible strategy for Yemen to deepen integration with the Gulf 
Cooperation Council (GCC). It advocates that Yemen put priority on such integration as a 
complement to its ongoing effort to accede to the WTO, and pause temporarily the 
implementation of the free trade agreement with Arab League signatories of the Greater 
Arab free Trade Agreement. 
 
As there is no standard set of GCC accession requirements, closer integration with the 
GCC will require development of specific action plans for the various policy areas 
covered by the GCC that identify specific measures to be undertaken by Yemen and GCC 
partners to realize the potential benefits of cooperation. Proposed areas for action include: 

 
• designing a gradual convergence path towards the GCC tariff;  
• putting in place alternative tax instruments to offset tariff revenue losses from 

adopting the GCC external tariff;  
• undertaking measures to ensure successful liberalization of services sectors in 

Yemen for GCC investors;  
• developing a mechanism to assist firms (and their employees) that will confront 

significant reductions in the level of trade protection; and  
• identifying concrete options through which Yemen and the GCC can cooperate to 

increase the supply of Yemeni workers to the GCC through the design of 
administrative arrangements that includes vocational and professional training of 
Yemeni workers. 
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Yemen: Towards Deeper Trade Integration 

Introduction 
The growth of Yemen’s merchandise exports and imports has been significant in recent 
years. The trade to GDP ratio rose above 80 percent in 2006 for the first time since the 
mid 1990s (Figure 1). Much of this trade expansion has been the result of oil production, 
which generates some 70 percent of government revenues and accounts for 90 percent of 
exports. Oil output peaked several years ago and is expected to decline rapidly within the 
next decade. Production dropped by 12.5 percent in 2007, following a fall of 8 percent in 
2006. Declining oil production, in conjunction with GDP growth that has barely outpaced 
the population growth rate of some 3 percent per year and a persistent double-digit rate of 
unemployment are major economic challenges facing Yemen today. Expanding non-oil 
economic activities that generate significant employment opportunities is a priority from 
the perspective of both economic growth and poverty alleviation. 

 

The focus of this note is on trade policy options for Yemen, in particular closer 
integration with the members of the GCC, and how this could help Yemen diversify its 
economy. A precondition for leveraging trade policy to deliver greater diversification is 
to establish a clear road map that identifies both the ultimate objectives and constraints, 
and lays out intermediate steps that will be taken to achieve the objectives. The 
government has made clear what its objectives are in the recent Development Plan for 
Poverty Reduction (DPPR) and the National Reform Agenda (NRA).1 On trade, the 

1 Development Plan for Poverty Reduction (DPPR) or the 5 year plan for 2006-2010 and National Reform 
Agenda (NRA) of 2006.   

Figure 1: Yemen’s Trade in Goods and Services as % of GDP
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DPPR targets sets quantitative targets for aggregate non-oil exports to reach 19 percent 
by 2010, to be pursued in part through the acceleration of WTO accession efforts and 
through regional and bilateral trade integration agreements.  
 
Given that Yemen already has a liberal trade regime as a result of the trade reforms 
launched in the late 1990s and has relatively good access to major partner markets, trade 
policy and trade agreements offer limited prospects to support greater economic 
diversification in the area of merchandise trade. Instead, diversification will depend 
primarily on enhancing the competitiveness of firms in Yemen by reducing entry and 
operating costs – that is, reducing the costs of “doing business”. Improving the 
investment climate in Yemen is a precondition for attracting investment inflows into 
sectors and activities in which Yemen has a potential comparative advantage.  
 
What these activities are must be determined by investors – domestic and foreign. Yemen 
has significant untapped potential to expand production and exports of non-oil goods and 
services. Yemen is endowed with substantial locational advantages, being relatively close 
to the markets of the Gulf Cooperation Council (GCC) countries, East Africa and the 
rapidly growing South Asia region, having a long coast line, ports that are close to major 
international maritime routes, as well as historical heritage sites and abundant mineral 
wealth. The structure of exports suggests that growth areas may include agricultural 
production (which has become more lucrative as a result of the recent global food price 
hikes, and is attracting substantial interest on the part of GCC countries seeking to 
diversify sources of food supply for their expanding populations) and fish and fish 
products, in which Yemen has a revealed comparative advantage.  
 
There is little advantage to be expected of regional integration in terms of fostering 
greater exports of non-oil products – any such trade opportunities should focus on global 
markets. There may be greater scope to leverage trade agreements to expand services 
exports by attracting investment from capital rich neighboring countries. Construction, 
commercial real estate-related activities and tourism (only 5 percent of tourists heading to 
Arab destinations go to Yemen) are services sectors where there appears to be significant 
potential. There is also potential to leverage the Aden free zone and to make Aden more 
of a trans-shipment port to the Horn of Africa. Finally, there is scope to develop further 
the employment of Yemeni nationals in neighboring countries – an area where regional 
cooperation is a pre-condition for success and where a multilateral approach is simply not 
feasible. 
 
The extent to which trade agreements can assist Yemen to diversify depends on the 
specific content of the agreement, especially the extent to which it helps to put in place a 
policy framework that: (i) makes Yemen an attractive location for investment in non-
traditional economic activities; and (ii) allows firms to exploit Yemen’s comparative 
advantage, be it in merchandise, services or service providers (that is, workers). Without 
significantly increasing the level of foreign direct investment (FDI) in Yemen, significant 
diversification of the economy is unlikely to be realized. Similarly, maximizing the 
potential for exporting labor (workers) will require investment in human capital and a 
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supporting policy infrastructure to address the needs and concerns of the partner countries 
that offer potential job opportunities for Yemeni citizens. 
 
Much of what is needed as regards improving the business climate has been analyzed and 
discussed in World Bank reports, including the 2008 Development Policy Review for 
Yemen, and in the Doing Business reports. This note will repeat what can be found in 
those reports. Instead, the focus is on how trade agreements and related policy 
commitments and cooperation can help Yemen attract private investment in non-oil-
related activities and to strengthen the institutional mechanisms that are needed to allow 
fuller exploitation of market access opportunities. 
 
Recent trends in Yemen’s trade 
Total exports – goods and services – stood at US$7,645 million in 2006. Asian countries 
are the most important destination for Yemen’s merchandise exports, accounting for over 
85 percent of the total. The GCC and Asia are the main sources of imports, accounting 
for about one third of total imports each. The share of the EU and North America 
(NAFTA) has fallen in recent years, from some 40 percent in the late 1990s to only 20 
percent in 2007. 
 
Trade with the GCC has been increasing more rapidly than trade with the rest of the 
world. Over 75 percent of non-oil exports go to the GCC, while 35 percent of total 
imports come from the GCC. Over one-half of imports from the GCC reflects trans-
shipment or re-exports – goods that originate in third countries but are routed through 
GCC ports, especially Dubai (over half of all imports from the GCC come from the 
UAE).2 The high share of re-exports of Asian and other non-GCC goods primarily 
reflects the efficiency of logistics in the GCC and the scale advantages of Dubai. It is 
often cheaper for importers to use Dubai as a hub than to import their consignments 
directly from the EU, China or Japan.  
 
In 2006, oil exports equaled $6,957 million, or some 90 percent of the total value of 
exports of goods and services. Non-fuel products and services represented 4.8 and 4.2 
percent of total export revenues, respectively. Within these categories of non-oil exports, 
the largest activity is tourism, accounting for 2.3 percent or $180 million, followed by 
fish and fish products (2.2 percent, or $175 million, up from $65 million in 2000). 
Developments in fish exports illustrate that Yemen can diversify and move up the value 
chain: exports of salted/dried fish fell by 8.2 percent per year after 2000, while that of 
frozen fillets expanded by 30 percent per year. There is significant potential for 
expansion of fish production via farming operations – as illustrated by an ongoing 
evaluation of a possible $100 million shrimp project by the Saudi Fisheries Co. – but to 
date aquaculture is contributing very little to exports.  

2 Data on re-exports as a share of total exports to Yemen by the GCC countries are of very low quality.  UN 
and IMF data suggest that the share of re-exports by the UAE to Yemen is around one-third, for Saudi 
Arabia it is about 20%, and for Qatar it is some 50% on average for recent years for which data are 
reported. For the UAE in particular this is likely to be too low. GCC Secretariat data indicate that in 2006 
re-exports from the GCC as a whole (excluding oil) accounted for 47% of total GCC exports; with the UAE 
having the highest re-export share: 76%. 
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Among the fastest growing export products are fish products (roughly 30 percent increase 
per year since 2000), vegetable oils (31 percent); fruit (31 percent); fresh vegetables (24 
percent); and dairy products (21 percent) (Figure 2). Exports of the non-fish products in 
this set of high-growth exports totaled $55 million in 2006 – similar to where fish exports 
stood in 2000. Rising world prices of food products and expanding populations in the 
GCC has generated interest on the part of GCC investors to invest in the agricultural 
sector in exporting countries – an example being Pakistan, where a number of GCC-
based investors have invested in a variety of major agricultural ventures. These 
developments suggest that there may also be potential to attract GCC investment to 
further increase agricultural production for export and shift land use away from qat 
production.   
 

The main challenges facing 
agricultural exports in Yemen are 
water scarcity and the accelerated 
expansion in qat cultivation.  
According to recent studies, land 
used for qat production has 
increased by 28 percent since 2002 
to about 141 thousand hectares, 
with most of the expansion coming 
from land used to produce other 
crops (Fig. 3).  Qat production also 
heavily utilizes the scarce water 

Fig. 3: Crops Area - 2007
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Figure 2: Most Dynamic Merchandise Exports, 2000-2006
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resources, with an estimated annual use for this purpose of about 800 million cubic 
meters.  The recent major increases in world prices of food crops has created a potential 
opportunity to encourage the shift from producing qat to other agricultural crops, but this 
will require a mix of complementary legal reforms, improvements in water resource 
management, and social safety net measures. Foreign direct investment can bring with it 
managerial and technical know-how needed to facilitate crop diversification and improve 
water efficiency. 

Trade policy 
Yemen’s trade policy regime is quite liberal, reflecting a significant reform program that 
was implemented in 1997. At that time the tariff structure was simplified to span only 
five bands: 0, 5, 10, 15 and 25 percent, with two-thirds of all products subject to duties of 
either 0, 5 or 10 percent. Applied tariffs were reduced further in 2005 with the 
elimination of the 15 percent band. As a result of this almost 75 percent of tariff lines are 
now subject to duties of 5 percent or less (Figure 4). A total of 4.4 percent of tariff lines, 
accounting for 1.9 percent of imports, are subject to tariffs of 25 percent.  The group of 
products subject to 25 percent, presumably the most ‘sensitive’ products, span many of 
the products that Yemen exports, such as fish and fish products, honey, vegetables, fruit, 
millet, tobacco and salt.  

 

In addition to the 2005 tariff reform, Yemen has also liberalized trade on a preferential 
basis as a result of implementation of commitments under the Greater Arab Free Trade 
Agreement (GAFTA). This has implied a 48 percent across-the-board cut in all import 
duties on goods originating in GAFTA members. The current import weighted average 
applied tariff is 6.7 percent, not much higher than the import weighted average tariffs that 

Figure 4: Yemen’s Trade Weighted Applied Tariffs, 2007
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apply in neighboring GCC countries, which range from 3.8 percent for Oman to 4.7 
percent in the UAE.   
 
The government has complemented unilateral trade policy reforms with an active effort 
to accede to the WTO.  Accession negotiations are now in an advanced stage. Trade laws 
and other relevant legislative instruments are being reformed to comply with the 
disciplines of the WTO in a variety of areas, ranging from customs valuation and related 
procedures to regulations affecting trade and investment in services. This process of 
administrative and legal reform is one of the benefits of WTO membership, as it requires 
that all trade-related regulations and procedures be made transparent and 
nondiscriminatory.  
 
Towards a Regional Trade Integration Strategy 
What follows discusses what might be done through the instrument of trade agreements 
and deeper integration into the regional economy – the GCC – to attract investors and 
expand exports of goods, services and workers. The WTO accession process is taken as a 
given. While accession is very important and will benefit Yemen in a number of different 
ways – including through the explicit recognition by the global trade community that 
Yemen has put in place a set of trade policies and implementing institutions that conform 
to WTO rules – it is essentially a stand-alone process. Given that Yemen already has 
relatively low tariffs and is a least-developed country (LDC), WTO accession is unlikely 
to require additional liberalization of the import regime. Nor will WTO membership 
substantially enhance access to export markets. This is because of the lack of 
diversification of Yemeni exports (oil is not subject to tariffs), because the WTO will not 
enhance prospects for the cross-border movement of workers, and because Yemen 
already has duty-free access to many of its major trading partners, including the EU and a 
number of other OECD countries as a result of its status as an LDC. Finally, WTO 
membership will can have only a limited effect on improving the competitiveness of 
Yemeni firms because it will not affect many of the policies and business climate 
variables that determine the operating costs confronting firms located in Yemen. 
 
Membership of regional trade agreements (RTAs) can augment the WTO in two 
important ways. One is that they offer the prospect of better access to export markets than 
can be obtained from the WTO. While Yemen already has duty-free access to Arab 
markets for merchandise exports as a result of GAFTA membership, RTAs cover 
services trade and investment flows as well as trade in goods, and offer the prospect of 
better access and deeper commitments in these areas than does the WTO. In addition, as 
is the case for the GCC, they may also span the movement of labor, which is particularly 
important for Yemen.  
 
A second way in which RTAs may differ from the WTO is that they offer the prospect of 
common disciplines for – and cooperation on – regulatory policies such as product 
standards, customs administration or service sector regulation. That is, RTAs may 
provide an opportunity for Yemen to improve policies, lower transactions costs and/or to 
reduce regulatory enforcement costs through cooperation with partner countries in areas 
either not covered by WTO, or in ways that go beyond the WTO. 
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Preferential access for merchandise exports is unlikely to be a strong incentive for foreign 
investors to locate facilities in Yemen. Improved access in the area of services and FDI; 
bolstering the efficiency, predictability and transparency of the institutions responsible 
for implementation of trade- and investment-related policies, and cooperation with 
neighboring countries in the area of labor market access and upgrading of skills are likely 
to be much more important, however, in realization of the diversification objective.  
 
Agreeing on a ‘road map’ with the GCC 
Currently Yemen is a member of only one significant RTA: the GAFTA.  This makes 
Yemen an outlier in the MENA region, as most countries are a member of at least two 
RTAs, if not more. The EU has negotiated trade agreements with 8 Arab states, and the 
US has free trade agreements with five countries in the region, including Oman. The EU 
and US trade agreements, as is the GCC, are deeper and more comprehensive 
arrangements than the GAFTA, which essentially is a “shallow” agreement that is limited 
to preferential liberalization of trade in goods. Given the structure of Yemen’s economy, 
its location and its pattern of trade, GAFTA by itself is unlikely to generate significant 
benefits. For trade agreements to make a difference they need to cover more than trade in 
goods. 
 
The choices confronting Yemen in this regard include integration into the GCC – which 
is already being pursued; initiating negotiations with the EU and the US, seeking an RTA 
with neighboring East African countries, and joining or establishing free trade 
agreements with existing schemes (East African Community; COMESA). Although none 
of these options should be excluded, it is very likely that neither the EU nor the US will 
have a strong interest in an RTA. Negotiating with African countries can be beneficial, 
especially in terms of potentially leveraging Yemen’s port facilities, but this is unlikely to 
generate the types of payoffs that are associated with deeper integration agreements with 
high-income countries. Taking also administrative capacity constraints into consideration, 
the decision by the government to pursue full membership of the GCC is the best option 
available.  
 
Pursuit of GCC membership will help leverage the effort that has already gone into 
accession to the WTO by complementing WTO-related reforms with improved access to 
GCC resources (capital) and markets (including for labor).  The proximity to the GCC, 
the common language and heritage, the potential for attracting investment flows from the 
GCC and payoffs from improving access to GCC labor markets implies that a trade 
strategy that revolves around the GCC is likely to be more beneficial than one that 
centers on trade agreements with other partners. Moreover, given that the GCC is 
negotiating with the EU and several GCC members have signed agreements with the US, 
integration into the GCC framework of cooperation will indirectly give Yemen access to 
the benefits that are generated through such links. Similarly, integration with the GCC 
will also improve the prospects of gains from subsequently negotiating trade agreements 
with neighboring African countries, insofar as it encourages greater participation by GCC 
investors in infrastructure and related projects in Yemen. 
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The GCC does not have a formal accession process and has not defined criteria or 
established processes for accession. While this reflects its origins, because the GCC has a 
relatively flexible institutional structure – it is an inter-governmental arrangement, there 
are no supranational bodies – in practice accession can be pursued on an issue-by-issue 
basis, with Yemen gradually participating in the various bodies that comprise the GCC, 
and gradually adopting the common GCC policies, including the common external tariff 
of 5 percent. This process has already been initiated – the 2001 GCC Summit in Muscat 
decided to accept Yemen as a member in four GCC bodies, Council of the Ministers of 
Health, the Arab Education Bureau of the Gulf States, the GCC Council of the Ministers 
of Labor and Social Affairs, and the Arab Gulf Football Tournament, respectively. 
 
There are two levels of political oversight in the GCC – the Supreme Council comprising 
the Heads of State (which provide policy direction and appoint the Secretary General of 
the Secretariat) and a Ministerial Council that meets quarterly. The latter spans a number 
of committees (Financial and Economic Cooperation, Education, Health, Labor and 
Social Affairs) that prepare studies and submit recommendations to the Supreme Council. 
The GCC Secretariat is responsible for the supporting meetings of these 
intergovernmental bodies with reports, including monitoring the implementation of 
decisions. A number of specialized agencies have been created for technical policy areas, 
including a GCC Standardization Organization, a commercial arbitration body, and a 
registry for patents. These bodies are headed by representatives of the member states, and 
have their own permanent technical staff.3

In order for the process of convergence to the GCC to be regarded as credible high-level 
political commitment to the goal of eventual membership of the GCC must be 
complemented by an explicit step-wise approach (implementation plan) that is agreed 
with GCC members to achieve convergence with GCC norms and standards and 
integration into the various GCC bodies. This step-wise approach should include the 
definition of explicit objectives, clear benchmarks and deadlines for implementation of 
common policies that have been agreed by GCC members. 
 
From an economic perspective the key policy areas that will have the greatest positive 
impacts on Yemen span trade in goods, services trade and FDI, and labor movement. 
What is needed in these various areas is to define and agree on specific action plans that 
establish what the Government of Yemen will do and identify how GCC members will be 
asked to assist Yemen.  
 
In addition, it is important to recognize that the GCC members must also perceive there 
to be benefits to them of a process of deepening their cooperation with Yemen. Engaging 
in a proactive process that helps to define and increase understanding of what these 
benefits are will be important in achieving success. These benefits will in part be of a 
non-economic foreign policy nature. Potential economic benefits are most clear in the 

3 For a more in-depth discussion of the GCC see Ali Alabdulrazzaq and T.G. Srinivasan (2007), “The 
Yemen’s Accession to the GCC: Challenges and opportunities,” in E. Woertz (ed.) Gulf Geo-Economics 
(Dubai: Gulf Research Center) and A. Ghoneim (2006), “Preparing Yemen for Better Economic Integration 
into GCC,” Study Prepared to the Ministry of Planning and International Cooperation, Yemen.  
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areas of FDI in services and natural resources, including agriculture (greater investment 
opportunities in Yemen; better access to economic sectors in Yemen that are of interest to 
the GCC) and labor, where the GCC have an interest in greater cooperation that increases 
the quality of Yemeni workers and addresses issues of concern to the GCC. As discussed 
below, although in principle Yemeni workers have a natural advantage over workers 
from other parts of the world such as South Asia due to cultural ties and language, there 
is no guarantee that these advantages will outweigh other characteristics that employers 
are looking for.   
 
Sequencing of tariff reform: GCC versus GAFTA 
As a member of the GAFTA, Yemen has duty-free access to most Arab markets, 
including those of the GCC. Because both Yemen and the GCC countries are members of 
GAFTA, Yemen has in effect already committed itself to implementing a free trade 
agreement with the GCC. Eventual integration of Yemen into the GCC can only have 
benefits and costs in areas not covered by GAFTA. The GCC goes beyond both the WTO 
and the GAFTA in terms of current coverage of policy areas and, especially, in terms of 
ultimate vision. The 2001 Economic Agreement between the GCC States specifies that 
the ultimate goal of the GCC is economic and monetary union, that is, a common market 
for goods, services, investment and workers. Although very ambitious, the GCC is far 
from realizing its ultimate objectives. It is not yet a full customs union, let alone a 
common market. GCC members adopted a common external tariff in 2003, but members 
continue to be able to maintain diverging external tariffs for specific products (Table 1).  
 
Table 1: The Tariff Structure of Current GCC Members 

 BHR KWT OMN QAT SAU UAE 
Standard Tariff Rate  5% 5% 5% 5% 5% 5% 

Higher Tariff Rate 7.5% --- 15% --- --- --- 
Protective Tariff* 20% .. … 20% 12% … 
Special items:  

Tobacco 100% 100% 100% 100% 100% 100% 
Alcohol 125% Banned 100% 100% Banned 50% 
Pork   Banned  Banned Banned  
Cars 20% 5% 10% 5% 12% 5% 

Exemptions  
Food & medicine Yes Yes Yes Yes Yes Yes 
Inputs used by industry Yes Yes Yes Yes Yes Yes 

* Protective tariffs are imposed on one product item (iron bars) in Qatar, 20 products in Bahrain and 434 
products in Saudi Arabia 
 
The incomplete nature of the GCC integration process has both benefits and costs for 
Yemen.  The upside is that the rather flexible nature of the cooperation that has been 
achieved to date in the GCC makes it easier for Yemen to participate. The downside is 
that there are few specific templates that clearly define what must be done to fully adhere 
to a body of GCC disciplines in a given area. To date progress towards common policies 
has been most significant with respect to the common external tariff and the development 
of GCC product standards. 
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Reflecting its GAFTA commitments, Yemen has been reducing its tariffs on imports 
from GAFTA members. Because Yemen is an LDC, GAFTA members have accorded 
Yemen duty-free access to their markets and agreed that Yemen would open its markets 
on the basis a longer transition path.  As of the end of 2007, Yemen had reduced its 
applied tariffs on GAFTA imports by 48 percent. 
 
While GAFTA requires Yemen to abolish all tariffs on goods originating in GAFTA 
countries by 2010, because the GAFTA is a free trade agreement, it permits Yemen to 
maintain current tariffs on imports from non-GAFTA members. In contrast, the GCC is a 
customs union. It has a common external tariff – although members are allowed to 
diverge from the common tariff for a limited number of tariff lines – and a mechanism 
through which tariff revenues are re-distributed across members. Membership of the 
GCC requires Yemen to adopt the GCC common external tariff of 5 percent. 
 
Implementing GAFTA implies that Yemen will have a de facto free trade agreement with 
GCC. As far as tariffs are concerned, membership of the GCC – assuming full 
implementation of the GAFTA – therefore requires Yemen to adopt the 5 percent 
common external tariff of the GCC (except for the small subset of goods for which it is 
agreed with the GCC that higher tariffs may be maintained).4 If Yemen were to adopt a 
uniform 5 percent tariff for all goods, this would give rise to an import tariff revenue loss 
of some 27 percent.5 Conversely, full implementation of the GAFTA would imply a 
tariff revenue loss on the order of approximately 25 percent. Implementing both the 
GAFTA and adopting the GCC tariff structure would reduce tariff revenues by 
approximately 45 percent or about $100 million (Table 2). Thus, adopting both the GCC 
external tariff structure and implementing GAFTA will have significant revenue 
implications. Although some of these prospective losses can be offset by imposing excise 
or sales taxes on imported goods, this will take time to put in place. 
 

Table 2: Yemen taxes on international trade 2003-2008 
 2003 2004 2005 2006 2007 2008*
Tax on trade & int. transactions (US$ mln)  231 281 271 183 218 230
Tax Revenue(m US$) 1,060 1,300 1,486 1,352 1,545 1,651
Total current revenues exc. grants (m US$) 3,573 4,292 5,715 7,272 7,047 8,522
GDP  (m US$) 11,778 13,873 16,762 19,082 23,618 26,000
Tax on trade & int. transactions as % of:   

Tax Revenue 21.7 21.6 18.3 13.6 14.1 13.9
Total current revenues exc. grants 6.5 6.5 4.7 2.5 3.1 2.7
GDP   2.0 2.0 1.6 1.0 0.9 0.9

* Projected 
 

4 For example, Saudi Arabia’s exceptions include 434 products that are subject to a 12% tariff, and some 
goods that compete with local industries are subject to tariffs of 15% (see Table 1). 
5 This estimate is based on calculations using WITS data on Yemen’s imports and tariffs (at the 6-digit 
level of the HS) and appropriate elasticities by broad category obtained from the literature, ignoring 
possible exemptions and other sources of revenue leakage. It also ignores the tariff cuts that have been 
implemented under GAFTA to date. It is therefore an upper bound. 
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From an economic welfare perspective, adoption of the GCC external tariff is superior to 
implementing the preferential free trade regime envisaged by the GAFTA. Indeed, 
adopting the GCC common external tariff will help reduce the trade diversion costs 
associated with the GAFTA. This suggests that the appropriate sequencing is to first 
converge on the GCC external tariff and to implement the GAFTA at a subsequent stage. 
Sequencing the regional integration in this manner would also have the advantage of 
reducing to some extent the magnitude of the adjustment pressure associated with further 
liberalization for Yemeni firms – instead of going to zero, tariffs would only be reduced 
to 5 percent. Instead of confronting a loss of 45 percent of tariff revenue, losses would be 
staggered over time and would be offset by providing time to put in place other revenue 
instruments. 
 
Another reason for considering to pause implementation of GAFTA is that this will give 
time to address specific organizational features of the accord that are to the disadvantage 
of Yemen given its limited administrative capacity such as Yemen.  Growth in trade 
among GAFTA members has been modest compared to other regional trading 
agreements as a result of weak monitoring and enforcement of commitments and the 
prevalence of nontariff measures imposed by members. In the case of Yemen, exports of 
honey to Egypt, for example, are reported to confront such restrictions and lengthy 
clearance procedures which have substantially reduced trade (increased trade costs).   
 
Thus, rather than first giving Arab states free access (i.e. a FTA with GCC and other 
GAFTA states) and later converging on the GCC external tariff, it is better to pursue 
trade reforms in a more “integrated” way: start with gradually converging on the GCC 
external tariff (with limited exceptions for sensitive industries), and then give both the 
GCC and the other GAFTA members duty free access – again in a gradual manner. 
 
This strategy will require pausing GAFTA liberalization, which will require agreement 
by GAFTA members. Obtaining such agreement should be made easier by the fact that 
under the proposed GCC scenario Yemen would continue to liberalize access to its 
markets on a nondiscriminatory basis by lowering its highest tariffs to 5 percent. All 
GAFTA members will benefit from this, i.e., it is not as if Yemen would cease to 
improve market access for GAFTA-based exporters. However, by pursuing a sequenced 
regional integration strategy that starts with the GCC, Yemen will have more time to put 
in place alternative revenue collection mechanisms, as well as lower or avoid potential 
welfare losses from trade diversion. 
 
Establishing and obtaining agreement on a specific timetable for full tariff removal by 
Yemen for both GCC and GAFTA products is important to give assurances to GAFTA 
signatories that Yemen remains committed to GAFTA. The length of the transition to 
eliminating tariffs on GAFTA trade (which includes GCC trade) should be sufficient to 
allow mechanisms to be put in place to replace the lost revenue from both the 
nondiscriminatory liberalization (adoption of the GCC external tariff in the first phase) 
and the loss that will accrue from the move to full free trade with all GAFTA members. 
Assistance in the design and implementation of alternative instruments should be sought 



12

from both GCC and other partners (e.g., bilateral donors; the Enhanced Integrated 
Framework). 
 
Other Merchandise Trade Policies 
In addition to adopting the GCC common external tariff, gradual convergence to the GCC 
will require adoption of common customs procedures and the enforcement of GCC 
product standards. GCC members are in the process of unifying the standards and 
conformity assessment/certification systems. Some 1,600 standards [check] have already 
been agreed by the GCC Standardization Organization, but enforcement to date is still on 
a country-by-country basis, i.e. there is not yet system of mutual recognition and free 
circulation of goods. The Yemen Standardization, Metrology and Quality Control 
Organization has adopted and accepts/applies GCC standards following a decision to that 
effect by the government in 2005, and Yemen has joined the GCC Standardization 
Organization as a member. While it is unclear to what extent these norms are enforced, in 
principle Yemen has already converged to the GCC in this area.  
 
Although progress has been made in redistributing tariff revenues collected at GCC 
borders on goods to which the common external tariff is applied on the basis of final 
consumption within the GCC, there continue to be customs and border controls affecting 
intra-GCC flows of goods. In part this is because of the national divergences away from 
the common external tariff of 5 percent, and in part it reflects the fact that despite GCC 
efforts to adopt harmonized norms for goods, national conformity assessment procedures 
continue to apply.  The fact that the GCC is not yet a full customs union with free 
circulation of goods implies that rules of origin continue to be imposed on intra-GCC 
trade flows. The basic rule that applies is a value added criterion of 40 percent, which is 
identical to the rule that is applied in principle under the GAFTA, although in practice 
individual GAFTA members apply varying rules for the same product. Detailed, 
common, rules of origin remain to be agreed.  
 
Liberal and simple rules of origin are important for traders. Even more important 
however is certainty regarding how rules will be applied. A major potential benefit of 
closer cooperation with the GCC countries for Yemen is to strengthen product standards 
and customs clearance procedures with a view to making these more transparent and 
predicable. Both the customs clearance process in Yemen and documenting that goods 
meet product standards reportedly remain significant problems in Yemen. The GCC can 
help in addressing such issues, in part by mobilizing high-level political support and 
monitoring of progress. 
 
Investment 
Expanding inward FDI is critical to leverage the already open trade regime and expand 
labor-intensive activities in Yemen. FDI has been an important channel for productivity 
improvement across a wide range of countries, with foreign entry in services sectors 
being a key channel through which new technologies and business processes are 
introduced. In high-growth recent EU accession states, foreign ownership of services 
sectors has exceeded 50 percent in some sectors. Research investigating the impact of 
greater foreign participation in services industries has shown that this significantly 
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improves the economic performance of firms in all sectors, including agriculture and 
manufacturing. 
 
The limited magnitude of FDI in Yemen is constraining potential trade growth. Export 
expansion and diversification will require foreign investment and know-how, which in 
turn is conditional on a more supportive policy environment. The value of (net) FDI in 
Yemen fell from $1.3 billion in 2000 to $560 million in 2006, reflecting a number of 
divestments in the oil sector (excluding gas) (Figure 5). Data from the General 
Investment Authority indicate that there appears to be substantial interest by investors –
reflected in an increasing number of registered projects – but that many of these remain 
unrealized.  
 

Many of the potential benefits from improving the FDI regime will arise through 
enhanced prospects for FDI in services, e.g., greater investments in the transport sector 
(ports) and in tourism and commercial real estate. These are not sectors where there are 
specific GCC disciplines. The GCC deals with both investment and services activities as 
part of the Common Market chapter of the 2001 Economic Agreement, which requires 
that all GCC natural and legal persons be accorded the same treatment as nationals in any 
GCC country, without differentiation or discrimination. In the GCC there is significant 
interest in commercial real estate projects, both in the Aden and Sana’a areas and 
elsewhere, and in the area of financial and logistics and distribution/transport services. A 
number of real estate development projects have already been initiated with GCC 
investor participation.  

Figure 5: Net FDI Inflows, FDI Stocks and Net Remittances, 1995-2006
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Current policies with respect to investment in services in Yemen indicate that …. [to be 
added in the final version of the note, once we get the results of the services 
trade/investment policy stance survey data – expected by Friday June 20. Discussion 
will stress importance of any reforms being applied on a nondiscriminatory basis, 
i.e., not just to GCC or Arab countries.] 
 
Labor movement and employment abroad 
A key objective for Yemen is to enhance the access for Yemeni nationals to work in GCC 
countries. The demographic and economic situation in both Yemen and the GCC 
countries are such that the potential for labor movement is very significant. Yemen has 
high unemployment and high fertility, whereas GCC countries have small populations 
and rely heavily on foreign guest workers. Yemeni workers have a natural advantage in 
terms of both relative proximity and culture and language skills.   
 
To be most effective in raising overall economic welfare, cooperation with the GCC in 
this area must address the labor market and political challenges on both sides. In practice 
improved access to GCC labor markets is likely to by country-specific as a result of 
differences in the preferences of the different GCC members.6 Full integration of Yemen 
into the GCC labor market is unlikely to be feasible in the medium term, but seeking to 
expand the number of Yemeni workers in GCC should be feasible, if this is pursued in a 
manner that addresses the concerns of host country governments and satisfies the needs 
of employers in the GCC countries. The latter is a major constraint, as employers 
increasingly require workers with a certain level of skills and training.  
 
Given the sensitivity associated with the prospect of a large-scale expansion in migration 
to the GCC countries, in conjunction with continuing (indeed, rising) demand for foreign 
workers in the GCC, suggests that consideration should be given to developing 
cooperative arrangements that can partially substitute for longer-term movement of 
workers across borders and that encourage more two-way flows. Expanding possibilities 
for temporary movement of workers from Yemen is one option.  
 
Seeking to put in place a temporary migration program could have a number of 
advantages. One is practical: allowing greater access to GCC markets through temporary 
labor inflows will have little impact on the demographic profile of the host countries, thus 
attenuating political costs/resistance while still addressing labor force needs and supply 
of certain labor services that are in excess demand. Temporary migration flows are likely 
to benefit Yemen, by generating not just remittances but raising productivity as returnees 
bring back acquired human and physical capital. It may also reduce the incentives for 
undocumented migration by facilitating legal and recurrent cross-border movement of 
workers.  
 

6 Various bilateral agreements and protocols were signed between Yemen and Saudi Arabia, Qatar and 
UAE, promising to ease the access of Yemeni workers to job markets of the latter.  However, these 
agreements lack implementation mechanisms and performance targets, and do not constitute binding 
commitments.   
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An obvious challenge is to ensure that temporary movement is indeed temporary. The 
incentives for both employers and temporary entrants to ensure temporariness can be 
rather weak. In principle a source country such as Yemen should prefer temporary 
movement as it reduces “brain drain” losses associated with permanent migration, but 
migrants have incentives to stay in the host once they arrive as their incomes will be 
higher than what they can earn in their home countries.  If host country firms prefer keep 
workers ex post (due to turnover costs), temporary entry will indeed result in permanent 
residence. This suggests that the challenge is to design self-enforcing cooperation 
agreements that make temporary entry desirable to firms and workers ex post. This could 
be done by increasing the cost to host firms to retain workers by taxing them and/or by 
requiring them to deposit lump-sum payments into an escrow account that is refunded on 
return of workers.  
 
The experience in a number of countries that have put in place successful temporary entry 
schemes point to the importance of cooperation between source and host country in 
enforcing the “rules of the game”. This suggests the government of Yemen needs to take 
actions to provide credible assurances to GCC governments that measures will be taken 
to ensure that Yemeni nationals will return to Yemen once contracts expire, as well as 
strengthen border controls to address undocumented migration; and to put in place 
incentive regimes to encourage return.  
 
While the importance of establishing temporary worker movement frameworks will vary 
across GCC host countries depending on their willingness to accept longer-term 
residency of Yemeni nationals, a common concern across all GCC states regards the 
quality of workers (skills and training). Even if there were no restrictions on the 
movement of workers, the labor market demand in the GCC is increasingly shifting 
towards higher skilled labor. Even unskilled jobs increasingly require that workers are 
able to read, drive, operate electronic equipment, etc. Thus, benefiting from even limited 
improvements in access to GCC labor markets will require bolstering training programs 
in Yemen that are designed to give workers the skills desired by prospective employers. 
One way to ensure this is to involve the private sector more directly in the design and 
delivery of vocational training in Yemen. One way to pursue this is through strengthening 
the links between private employment agencies in Yemen and counterparts in GCC and 
exploring options to encourage such agencies to provide training to potential workers for 
specific types of contracts. 
 
Establishing special arrangements with GCC governments to allow Yemeni workers to 
bypass the current restrictions imposed on the job mobility for foreign workers would 
greatly enhance the benefits for Yemen. Under the current residency rules and “Kafeel” 
system in many GCC countries, wages earned by foreign workers, particularly the 
unskilled, are kept artificially low, either directly, or indirectly through high commissions 
and charges imposed by local sponsors. Granting Yemeni workers a special status as part 
of closer cooperation with the GCC will result in higher net wages for them and increase 
the attractiveness of the GCC job markets.  
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This is an area where financial and technical assistance could have a high payoff, not just 
in terms of facilitating employment in the GCC but also in enhancing the skills of 
workers that remain in Yemen. Significant investments have been made by GCC 
countries to improve educational infrastructure, providing an opportunity to establish 
facilities within the GCC to provide specialized training to Yemeni workers, in 
partnership with either employment agencies and/or prospective employers to ensure that 
training is responsive to job/labor market requirements. Existing infrastructure in the 
GCC has significant capacity. Identifying one or more regional “hubs” for vocational and 
professional training programs could both exploit this existing capacity more fully and 
constitute a specific area in which Yemen and the GCC could cooperate to mutual 
advantage. 
 
Managing economic adjustment 
Liberalization towards – and integration with – the GCC will generate adjustment costs 
for sectors that are currently protected. Additional costs will arise as a result of full 
implementation of the GAFTA. It is inevitable and desirable that there be restructuring 
within and across industries, as one of the benefits of trade liberalization is that firms and 
investors have incentives to direct resources towards activities in which Yemen has a 
comparative advantage. Although this is beneficial for the country as a whole, the 
repercussions for the firms and workers that are forced to restructure and perhaps shut 
down need to be taken into account. Maintaining protection is no the answer as it implies 
that the benefits of reform and integration will not be realized. The appropriate policy is 
to assist the workers of the affected firms to adjust – through training programs or 
transitional income support – and to gradually phase-in tariff reductions to given firms 
time to invest in the upgrading of productive facilities. As important as putting in place 
programs to help firms and workers adjust is that new job opportunities are created to 
absorb workers – the primary objective of the trade integration strategy. Because average 
tariffs are already low for most products, the extent of adjustment pressure for domestic 
industries is likely to be limited.  
 
In addition to adjustment by firms, there are adjustment implications for the government 
budget. Liberalization will have revenue implications. As noted previously, adoption of 
the GCC tariffs structure – assuming no exceptions – will reduce tariff revenue by some 
27 percent, or up to US$60 million (Table 2).  If GAFTA is also implemented, the 
expected loss will rise to up to $100 million. These estimates are based on collected tariff 
revenue in 2008, and assume no liberalization has been implemented to date vis-à-vis 
imports from GAFTA. Given that Yemen has partially implemented its GAFTA 
commitments, a part of this loss has already been incurred, so these numbers provide an 
upper bound for the fiscal loss that would be incurred. Gradual implementation of tariff 
reduction needs to be accompanied with measures to mobilize revenues from other 
sources. 
 
Linking the trade strategy to the PIP and development assistance 
As discussed above, the trade strategy that is adopted by the government will have 
implications for both government revenues and expenditures. There will be a need for 
investment in training of customs officials and upgrading infrastructure of the agencies 
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responsible for the enforcement of the (common) external trade policy. Investments will 
also be needed to put in place alternative tax bases, and to implement projects of the type 
sketched out in this note – e.g., regional cooperation on vocational and professional 
training. Making the trade strategy an integral part of Yemen’s development strategy will 
allow these expenditures to be made. The ability to capture the potential benefits of the 
trade integration strategy will depend on/require a variety of complementary measures 
and investments.  
 
These can and should be an integral part of the cooperation with the GCC States, as well 
as other donors. At the 2006 Consultative Group meeting in London the GCC pledged 
some US$3 billion to support the development needs of Yemen.  Most of these funds are 
likely to be allocated to physical infrastructural projects such as roads and power grids.  
While projects in these areas are important in addressing Yemen’s development needs, it 
is also important that GCC financial and technical resources be devoted to 
implementation of the economic integration agenda, both to realize the objective of closer 
ties and to create greater ownership in the GCC for this process.  
 
Next steps 
This policy note has not developed in any depth the possible specifics of cooperation with 
the GCC and how this could be integrated with and build on the effort associated with 
accession to the WTO and policy reforms in related areas. As noted, closer integration 
with the GCC will require development of specific action plans for the various policy 
areas covered by the GCC that identify specific measures to be undertaken by Yemen in 
cooperation with GCC partners (both governments and GCC institutions). Proposed areas 
for action identified in this note include: 

 
• designing a gradual convergence path towards the GCC tariff;  
• putting in place alternative tax instruments to offset tariff revenue losses from 

adopting the GCC external tariff;  
• undertaking measures to ensure successful liberalization of services sectors in 

Yemen for GCC investors;  
• developing a mechanism to assist firms (and their employees) that will confront 

significant reductions in the level of trade protection; and  
• identifying concrete options through which Yemen and the GCC can cooperate to 

increase the supply of Yemeni workers to the GCC through the design of 
administrative arrangements that includes vocational and professional training of 
Yemeni workers. 

 
All of these areas will require undertaking more detailed analysis and development of 
specific proposals for action plans in the various issue areas that are regarded as priorities 
by the government. The World Bank stands ready to assist the government in undertaking 
such more detailed analysis and development of more detailed recommendations on 
specific subjects.  
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Annex Table 1: Yemen’s Trade in Merchandise Goods & Services and Openness, 1995-2006

LS
Growth

LS
Growth

Sector 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
1995-

06
2000-

06
Exports of Merchandise Goods ($
million)
All Goods 1,925 2,105 2,395 1,739 2,387 3,310 3,070 2,834 3,878 4,284 5,490 5,815 10.2 11.7

Fuels 1,833 1,983 2,292 1,566 2,240 3,111 2,832 2,554 3,501 3,854 5,004 5,445 9.9 11.5
Non-Fuel Products 92 122 103 173 148 199 238 281 377 430 486 370 15.3 13.3

Imports of Merchandise Goods ($
million)
All Goods 1,834 2,047 2,025 2,067 1,987 2,402 2,575 3,086 3,301 3,911 4,954 5,996 10.3 15.3

Fuels 240 86 41 39 36 50 65 59 181 117 540 1,420 18.5 53.4
Non-Fuel Products 1,594 1,961 1,984 2,029 1,951 2,353 2,510 3,027 3,119 3,793 4,414 4,576 9.4 12.0

Exports of Commercial Services ($
million)
Total Commercial services 141 147 168 133 141 174 130 129 244 292 285 319 7.4 15.0

Transport 31 31 34 28 26 22 24 20 52 46 46 31 2.9 11.6
Travel 50 55 70 84 61 73 38 38 139 139 181 181 10.5 25.5
Insurance & finance .. .. .. 0 0 0 0 0 0 .. .. .. .. ..
Telecom & others 61 61 65 21 54 80 68 71 54 107 59 107 5.2 3.5

Imports of Commercial Services ($
million)
Total Commercial services 604 517 632 649 672 757 794 883 947 1004 1103 1791 8.7 12.0

Transport 215 197 257 290 269 340 353 391 462 496 526 736 10.6 12.0
Travel 76 78 124 130 136 70 79 78 77 126 168 163 3.9 16.2
Insurance & finance 43 39 51 52 48 57 59 67 81 88 94 134 9.6 13.6
Telecom & others 271 202 200 177 218 291 303 348 327 295 315 758 7.9 9.9

GDP ($ million) 4,236 5,794 6,936 6,319 7,468 9,441 9,460 9,903 11,007 13,874 16,746 19,057 12.1 12.8



19

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Merchandise Exports as % of GDP
All Goods 45.4 36.3 34.5 27.5 32.0 35.1 32.5 28.6 35.2 30.9 32.8 30.5

Fuels 43.3 34.2 33.0 24.8 30.0 33.0 29.9 25.8 31.8 27.8 29.9 28.6
Non-Fuel Products 2.2 2.1 1.5 2.7 2.0 2.1 2.5 2.8 3.4 3.1 2.9 1.9

Imports of Merchandise Goods as % of
GDP
All Goods 43.3 35.3 29.2 32.7 26.6 25.4 27.2 31.2 30.0 28.2 29.6 31.5

Fuels 5.7 1.5 0.6 0.6 0.5 0.5 0.7 0.6 1.6 0.8 3.2 7.4
Non-Fuel Products 37.6 33.8 28.6 32.1 26.1 24.9 26.5 30.6 28.3 27.3 26.4 24.0

Exports of Commerical Services as % of
GDP
Total Comm services 3.3 2.5 2.4 2.1 1.9 1.8 1.4 1.3 2.2 2.1 1.7 1.7

Transport 0.7 0.5 0.5 0.4 0.3 0.2 0.3 0.2 0.5 0.3 0.3 0.2
Travel 1.2 0.9 1.0 1.3 0.8 0.8 0.4 0.4 1.3 1.0 1.1 0.9
Insurance & finance .. .. .. 0.0 0.0 0.0 0.0 0.0 0.0 .. .. ..
Telecom & others 1.4 1.1 0.9 0.3 0.7 0.8 0.7 0.7 0.5 0.8 0.4 0.6

Imports of Commerical Services as % of
GDP
Total Comm services 14.3 8.9 9.1 10.3 9.0 8.0 8.4 8.9 8.6 7.2 6.6 9.4

Transport 5.1 3.4 3.7 4.6 3.6 3.6 3.7 3.9 4.2 3.6 3.1 3.9
Travel 1.8 1.3 1.8 2.1 1.8 0.7 0.8 0.8 0.7 0.9 1.0 0.9
Insurance & finance 1.0 0.7 0.7 0.8 0.6 0.6 0.6 0.7 0.7 0.6 0.6 0.7
Telecom & others 6.4 3.5 2.9 2.8 2.9 3.1 3.2 3.5 3.0 2.1 1.9 4.0

Memo Items: Openness
Total Exports (g&s) as % of GDP 48.8 38.9 36.9 29.6 33.9 36.9 33.8 29.9 37.5 33.0 34.5 32.2
Total Imports (g&s) as % of GDP 57.5 44.2 38.3 43.0 35.6 33.5 35.6 40.1 38.6 35.4 36.2 40.9
Total Trade (g&s) as % of GDP 106.3 83.1 75.2 72.6 69.5 70.4 69.4 70.0 76.0 68.4 70.7 73.0

Sources: Based on partners data from UN COMTRADE Statistics and World Bank World Development Indicators database.
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Annex Table 2: The Destination of Yemen’s Merchandise Exports and Growth, 1995-2006

LS
Growth

LS
Growth

Reporter 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 1995-06 2000-06
Yemen’s Exports ($ million)

East Asia & Pacific 1,489 1,801 1,887 1,438 1,830 2,496 2,385 2,212 3,387 3,587 4,449 4,275 10.2 11.9
Of which: China 344 570 651 524 557 736 451 426 1,546 1,459 2,668 2,233 15.5 29.0

Thailand 91 297 480 405 643 797 674 649 988 1,512 940 1,188 17.8 9.7
Korea, Rep. 462 381 473 208 309 605 434 429 238 143 326 499 -2.7 -8.1

Japan 333 423 199 115 57 52 58 75 120 70 409 263 -3.1 31.1
Malaysia 0 0 0 0 0 18 295 273 212 29 49 52 91.4 -9.3

EU27 57 102 194 99 30 77 76 100 73 75 141 171 3.7 11.9
Of which: Spain 1 4 39 3 3 2 8 5 17 13 33 40 21.4 42.9
Greece 8 2 3 1 0 0 1 2 0 0 1 32 -5.1 38.0
United Kingdom 6 13 8 5 6 9 10 60 9 4 6 25 4.7 -1.8

NAFTA 44 39 39 43 20 267 233 258 73 68 293 480 20.4 3.1
Of which: United States 44 31 18 43 20 267 233 258 72 67 279 479 22.8 2.7

MENA 51 59 68 51 72 83 112 177 229 294 344 561 22.0 30.3
Of which: Saudi Arabia 36 45 0 32 58 60 75 88 86 140 161 143 .. 16.5

Egypt, Arab Rep 2 1 4 1 0 4 9 12 12 7 24 44 34.1 30.1

India 3 4 12 11 261 16 48 42 29 30 10 19 12.6 -10.4
South Africa 61 43 0 0 0 0 0 40 27 86 78 90 49.0 143.3
Australia 0 0 0 8 19 40 0 0 0 11 39 39 .. 79.0
Sudan 0 13 1 16 6 4 1 2 2 9 32 37 20.7 52.5
ROW 218 43 194 74 148 326 214 58 58 124 104 144 -1.5 -11.3

World 1,925 2,105 2,395 1,739 2,387 3,310 3,070 2,890 3,878 4,284 5,489 5,815 10.3 11.6
Memo:
World, reported by Yemen 1,917 3,206 2,509 1,501 2,438 4,078 3,091 3,078 3,733 4,048 5,609 6,264 9.2 9.8
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Yemen’s Export Share (in %)
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

East Asia & Pacific 77.4 85.6 78.8 82.7 76.7 75.4 77.7 76.6 87.3 83.7 81.0 73.5
Of which: China 17.9 27.1 27.2 30.1 23.3 22.2 14.7 14.7 39.9 34.0 48.6 38.4

Thailand 4.7 14.1 20.0 23.3 26.9 24.1 21.9 22.5 25.5 35.3 17.1 20.4
Korea, Rep. 24.0 18.1 19.7 11.9 12.9 18.3 14.1 14.8 6.1 3.3 5.9 8.6

Japan 17.3 20.1 8.3 6.6 2.4 1.6 1.9 2.6 3.1 1.6 7.5 4.5
Malaysia 0.0 0.0 0.0 0.0 0.0 0.5 9.6 9.4 5.5 0.7 0.9 0.9

EU27 3.0 4.9 8.1 5.7 1.2 2.3 2.5 3.5 1.9 1.8 2.6 2.9
Of which: Spain 0.1 0.2 1.6 0.2 0.1 0.1 0.3 0.2 0.4 0.3 0.6 0.7
Greece 0.4 0.1 0.1 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.5
United Kingdom 0.3 0.6 0.3 0.3 0.2 0.3 0.3 2.1 0.2 0.1 0.1 0.4

NAFTA 2.3 1.9 1.6 2.5 0.8 8.1 7.6 8.9 1.9 1.6 5.3 8.3
Of which: United States 2.3 1.5 0.8 2.5 0.8 8.1 7.6 8.9 1.9 1.6 5.1 8.2

MENA 2.7 2.8 2.9 2.9 3.0 2.5 3.6 6.1 5.9 6.9 6.3 9.6
Of which: Saudi Arabia 1.9 2.1 0.0 1.9 2.4 1.8 2.4 3.0 2.2 3.3 2.9 2.5

Egypt, Arab Rep. 0.1 0.0 0.2 0.1 0.0 0.1 0.3 0.4 0.3 0.2 0.4 0.7

India 0.2 0.2 0.5 0.6 11.0 0.5 1.6 1.5 0.8 0.7 0.2 0.3
South Africa 3.2 2.1 0.0 0.0 0.0 0.0 0.0 1.4 0.7 2.0 1.4 1.5
Australia 0.0 0.0 0.0 0.4 0.8 1.2 0.0 0.0 0.0 0.3 0.7 0.7
Sudan 0.0 0.6 0.0 0.9 0.2 0.1 0.0 0.1 0.0 0.2 0.6 0.6
ROW 11.3 2.1 8.1 4.3 6.2 9.9 7.0 2.0 1.5 2.9 1.9 2.5

World 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Note: Yemen’s total exports is $6,253 million in 2007 based on Yemen reported to UN COMTRADE.
Source: Based on partners’ data (mirror data) from UN COMTRADE Statistics.
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Annex Table 3: The Origin of Yemen’s Merchandise Imports and Growth, 1995-2006

LS
Growth

LS
Growth

Reporter 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 1995-06 2000-06
Yemen’s Import Value ($
million)

East Asia & Pacific 443 445 438 473 498 593 578 705 837 1,005 1,171 1,651 11.5 17.3
Of which: China 108 106 100 107 127 176 210 305 353 458 547 802 19.7 24.5

Malaysia 82 69 55 94 87 69 51 77 104 111 119 262 7.8 21.7
Japan 65 67 84 77 80 84 68 73 115 142 155 203 8.8 17.8

Thailand 54 76 52 44 59 97 58 77 104 92 93 124 6.8 6.6

EU27 586 740 934 748 654 577 665 749 751 1,116 870 993 3.2 9.2
Of which: Germany 80 78 74 80 81 86 100 115 131 177 166 229 9.8 15.6

France 140 240 383 152 130 129 145 159 159 383 150 152 -0.8 5.1
Italy 79 104 106 169 145 95 89 97 97 115 128 119 1.0 5.5

United Kingdom 97 106 118 129 93 79 106 111 131 123 113 114 1.3 4.7

NAFTA 200 264 169 191 174 202 209 397 220 261 257 281 3.4 3.5
Of which: United States 186 256 154 177 157 189 185 366 195 232 217 255 2.8 2.7

MENA 298 208 122 324 307 478 504 578 686 821 1,384 1,677 19.3 21.9
Of which: Saudi Arabia 82 131 0 123 0 0 150 0 281 0 0 457 .. ..

Egypt, Arab Rep 12 37 32 20 18 24 18 32 28 40 88 123 13.2 29.8

India 80 103 58 63 80 161 149 163 215 237 280 333 14.9 13.6
Brazil 40 94 108 31 60 75 105 103 105 118 180 279 12.6 18.4
Turkey 82 69 86 62 89 69 100 116 156 204 197 198 10.8 18.1
Australia 5 7 3 6 8 75 73 68 52 68 143 120 35.5 9.9
ROW 100 116 109 169 117 173 192 211 277 81 472 465 11.1 13.6

World 1,834 2,047 2,025 2,067 1,987 2,402 2,575 3,090 3,300 3,911 4,954 5,996 10.3 15.3
Memo:
World, reported by Yemen 1,817 2,442 2,017 2,172 2,006 2,326 2,465 2,921 3,680 3,732 4,863 4,935 8.9 13.8
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Yemen’s Import Share (in %)
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

East Asia & Pacific 24.1 21.7 21.6 22.9 25.1 24.7 22.4 22.8 25.4 25.7 23.6 27.5
Of which: China 5.9 5.2 5.0 5.2 6.4 7.3 8.1 9.9 10.7 11.7 11.0 13.4

Malaysia 4.5 3.4 2.7 4.5 4.4 2.9 2.0 2.5 3.2 2.8 2.4 4.4
Japan 3.6 3.2 4.2 3.7 4.0 3.5 2.6 2.4 3.5 3.6 3.1 3.4

Thailand 2.9 3.7 2.6 2.1 3.0 4.1 2.2 2.5 3.1 2.4 1.9 2.1

EU27 32.0 36.2 46.1 36.2 32.9 24.0 25.8 24.3 22.8 28.5 17.6 16.6
Of which: Germany 4.3 3.8 3.7 3.9 4.1 3.6 3.9 3.7 4.0 4.5 3.3 3.8

France 7.6 11.7 18.9 7.3 6.6 5.4 5.6 5.1 4.8 9.8 3.0 2.5
Italy 4.3 5.1 5.2 8.2 7.3 4.0 3.5 3.1 2.9 3.0 2.6 2.0

United Kingdom 5.3 5.2 5.8 6.2 4.7 3.3 4.1 3.6 4.0 3.1 2.3 1.9

NAFTA 10.9 12.9 8.3 9.2 8.8 8.4 8.1 12.9 6.7 6.7 5.2 4.7
Of which: United States 10.1 12.5 7.6 8.6 7.9 7.9 7.2 11.9 5.9 5.9 4.4 4.3

MENA 16.3 10.2 6.0 15.7 15.4 19.9 19.6 18.7 20.8 21.0 27.9 28.0
Of which: Saudi Arabia 4.5 6.4 0.0 6.0 0.0 0.0 5.8 0.0 8.5 0.0 0.0 7.6

Egypt, Arab Rep 0.7 1.8 1.6 1.0 0.9 1.0 0.7 1.0 0.8 1.0 1.8 2.1

India 4.4 5.0 2.8 3.0 4.0 6.7 5.8 5.3 6.5 6.0 5.7 5.5
Brazil 2.2 4.6 5.3 1.5 3.0 3.1 4.1 3.3 3.2 3.0 3.6 4.7
Turkey 4.5 3.4 4.3 3.0 4.5 2.9 3.9 3.8 4.7 5.2 4.0 3.3
Australia 0.3 0.3 0.1 0.3 0.4 3.1 2.8 2.2 1.6 1.8 2.9 2.0
ROW 5.5 5.7 5.4 8.2 5.9 7.2 7.5 6.8 8.4 2.1 9.5 7.8

World 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Note: Yemen’s total imports is $8,299 million in 2007 based on Yemen reported to UN COMTRADE.
Source: Based on partners’ data (mirror data) from UN COMTRADE Statistics.
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