
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

External Trade as a Driver of Development during Conflict and War 
Status Quo... Challenges...Feasible Solutions 

 
         External trade is considered a key and important activity as part of the national economy in any 
nation, and can significantly contribute to economic development of the country. At the externa level, it 
is the window for Yemen to engage with the outside world, while in the meantime fostering business ties 
and Yemen’s economic integration into the global and regional economic blocs. It also promotes Yemen’s 
image aboard, through the goods and services that the country exports, especially commodities with 
comparative edge such as coffee, honey and fisheries. Locally, the commercial sector has contributed 
much to GDP, i.e. nearly 15.4%, on average, during 2012-2020. The sector also employs about 23% of the 
total workforce. It serves as the key channel for most productive, essential and luxury goods and services 
highly needed by both the economy and the citizen. 
         This issue of YSEU seeks to analyze performance by the Yemeni external trade sector across the 
various indicators over the past period. Key aspects of external trade policies are also reviewed, including 
Yemen's journey to accede to the World Trade Organization (WTO) and secure membership in the Pan 
Arab Free Trade Area (PAFTA). The sector's relationship with economic variables are also highlighted, 
particularly those variables with direct and rapid impact on the lives of citizens, such as inflation and 
exchange rates, as well as the impact of the conflict and war and major challenges facing the sector. As 
conclusion, it introduces a set of policies and actions needed to overcome those challenges. 

I:  Trends in External Trade 
Evolution 
II: Yemen and the Pan Arab 
Free Trade Area (PAFTA) 
III: Yemen and the World 
Trade Organization (WTO) 
IV: External Trade in the Lens 
of Economic Variables 
V: External Trade and 
Challenges Ahead 
VI: Policies and Interventions 

* All facts and indicators are referenced to by source throughout this bulletin. 
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Over the past years, the external trade sector in Yemen has been through exceptional and difficult circumstances. In 
addition to the significant negative consequences of the Covid-19 pandemic, which has restricted global trade 
movement, Yemen is suffering from the repercussions of war and conflict, and the resulting infrastructural damage 
and closure of several sea and land ports, which hindered trade movement via these ports and caused  delays to 
clearance of incoming shipments. This situation is compounded by the lack of foreign exchange necessary to cover 
the costs of imports and decline in the purchasing power, consumption and productivity of citizens. The departure of 
foreign oil and gas companies from Yemen, the drop in oil production and declining value of Yemeni exports to the 
outside world, as well as the difficulties and challenges facing commodity exports are also among the factors 
contributing to that. 

Trade Balance 
Yemen has recorded a constant ups and downs in trade balance between 2012-2020, with a total deficit of about US 
$ 4.2 billion in 2012 up to US$ 6.1 billion in 2015, reaching its peak in 2019 at US$ 8.7 billion, but it fell again slightly 
in 2020 to US$ 7.8 billion, as shown in Figure (1). 

 
 
 
 
 
 
 
 
 
 
 

Source: ITC, Trade Map, International Trade Statistical ; https://www.intracen.org/itc/market-info-tools/statistics-import-country-product/ 

Aggregate Value of National Exports 
Given the complexities surrounding the current situation in Yemen, including the sharp decline in oil production and 
exports, the total value of exports fell considerably from nearly US$ 7.1 billion in 2012 to US$ 2.4 billion in 2014, and 
further down to its lowest levels of US$ 0.5 billion in 2015. 
Although the conditions of war and conflict proceeded during the subsequent years, yet the various national 
economic institutions and sectors managed to resume business and production and adapt to the current conditions 
and emerging challenges. The national exports sector, mainly commodity exports, regained the initiative anew in 
2016, where the value of exports rose to about US$ 2.3 billion in 2017, i.e. 148% up. There have been also a gradual 
improvement in oil exports during 2017 compared to 2016 (Table 1). 

Table (1): Petroleum Products and Commodity Exports (Million US$) during 2012-2020 

Description 2012 2013 2014 2015 2016 2017 2018 2019 2020 

Total Exports 7,062 7,129 2,416 509 943 2,342 1,669 1,572 1,228 

Petroleum Products Exports 6,325 6,448 1,349 0.997 158 937 964 1,063 775 

Commodity Exports 736 681 1,067 508 785 1,405 704 508 453 

Annual Growth Rates (%) 

Total Exports 1.0 -66.1 -78.9 85.1 148.2 -28.7 -5.8 -21.8 1.0 

Petroleum Products Exports 1.9 -79.1 -99.9 15784 491.9 2.9 10.2 -27.1 1.9 

Commodity Exports -7.5 56.7 -52.3 54.3 78.9 -49.9 -27.8 -10.9 -7.5 

Source: International Trade Center (ITC) https://www.intracen.org/itc/market-info-tools/statistics-import-country-product/ 

It worth to be mentioned, however, that the terrible regression in the performance of national exports over the past 
period, which settled at US$ 1.2 billion in 2020 vs. US$ 7.1 billion in 2012, is be attributed to a set of reasons, mainly 
the following: 
• Limited number of Yemeni goods and services with the potential to be traded overseas and dominance of 

petroleum products, which account for the bulk of exports composition. However, the suspension of oil 
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production in many sectors due to security concerns and the departure and or shut down of most oil companies 
in Yemen, the amount of oil exports declined substantially, or even stopped for years. 

• Suspending LNG exports from Belhaf facility and the Dhabba oil port has limited Yemen’s exporting capacities. 
• Complications and difficulties at ports designated to trade movement prevented other Yemeni products from 

being exported to regional and global markets, mainly fish and fresh agricultural products that need to be 
handled quickly under specific conditions. The too many security checkpoints in the way between production 
sites and export ports impeded the export of many products. Unpredictable quantities and shipments 
scheduling are also among the factors. 

Aggregate Value of Imports 
In 2012, total imports amounted to about US$ 11.3 billion, but they fell by (-45.4%) in 2015 to record US$ 6.6 billion, 
due to the economic contraction triggered by the war and conflict. Nevertheless, a constant increase was reported 
since 2017 as it recorded US$ 10.2 billion in 2019, before it dropped again to US$ 9 billion in 2020 at the height of 
COVID-19 outbreak, as shown in Table (2). 

The formidable challenges and hurdles facing the Yemeni imports such as infrastructural damages and the overall 
complicated and difficult situation in the country have disrupted trade movement and flow. There has been a 
significant drop in the value of Yemeni imports as compared to exports due to the following reasons: 
• The diverse composition of imports, from consumable and productive goods to intermediates, which are 

indispensable for many economic sectors and citizens alike. 
• The bulk of imports are driven by the humanitarian situation in the country, mostly basic commodities such as 

wheat, rice, sugar, flour, vegetable oils or petroleum products, all of which are highly demanded items under 
any circumstances whatsoever. 

• Foreign currencies necessary for the importation were scant. Yet, the presence of UN agencies, as well as relief 
and development organizations, was pivotal as to providing the basic needs of a large number of citizens. This 
ensured streamlined funding for such imports, including through annual donor conferences to respond to the 
growing humanitarian needs for millions of Yemenis. 

Composition of Commodity Exports 
Between 2012-2020, the total value of exports took a dive from nearly US$ 7.1 billion to about US$ 1.2 billion, i.e. 
US$ 5.9 billion less, to record (-82.6%). This sparked some changes to their composition across the 6 key exported 
commodity groups. Accordingly, the relative importance of oil exports - as a proportion to total exports - declined by 
about 27 percentage points between 2012 to 2020, while the other 5 non-oil commodity groups bounced back in 
2020, compared to 2012 levels. The percentage of fisheries and crustaceans to total exports jumped to 13.5% in 2020, 
or 11 percentage points compared to 2012. Likewise, the fruits and nuts group also rose by 2.3 percentage points to 
reach 3.1% of the total exports in 2020, followed machinery and mechanical devices with 2.2 percentage points; 
which works out at about 2.9% of the total exports in 2020. As for the group of coffee, tea and spices, its relative 
importance grew from 0.5% in 2012 to 2.5% in 2020 (Table 3). 

 

 

 

 

Table (2): Petroleum Products and Commodity Imports (Million US$) during 2012-2020 

Description 2012 2013 2014 2015 2016 2017 2018 2019 2020 

Total Imports 11,259 13,272 12,041 6,572 6,355 7,263 8,759 10,248 8,979 

Petroleum Products Imports 3,055 4,352 259 647 123 578 478 280 108 

Commodity Imports 8,204 8,920 11,782 5,925 6,231 6,685 8,280 9,968 8,871 

Annual Growth Rates (%) 

Total Imports  17.9 -9.3 -45.4 -3.3 14.3 20.6 17 -12.4 

Petroleum Products Imports  42.5 -94 150 -80.9 368.5 -17.2 -41.5 -61.4 

Commodity Imports  8.7 32.1 -49.7 5.2 7.3 23.9 20.4 -11 

Source: ITC, Trade Map ,International Trade Statistical 
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Table (3) The 6 key commodity groups exported during 2012-2020 
2012 *2020 

Harmonize
d System 

(HS) 
Commodity Group 

Value 
(millions of 

dollars) 

% of 
Exports 

Harmonized 
System (HS) 

Commodity 
Group 

Value 
(millions of 

dollars) 

% of 
Exports 

27 Petroleum Products 6325 89.6 27 Petroleum 
Products 775 63.1 

3 Fisheries and 
Crustaceans 196 2.8 3 Fisheries and 

Crustaceans 166 13.5 

87 Vehicles (other than 
railway lines) 57 0.8 8 Fruits and Nuts 38 3.1 

8 Fruits and Nuts 55 0.8 85 
Machines and 

Mechanical 
Equipment 

35 2.9 

84 
Machines and 

Mechanical 
Equipment 

52 0.7 9 Coffee, Tea and 
Spices 31 2.5 

9 Coffee, Tea and Spices 32 0.5 74 Copper and 
Coppersmiths 22 1.8 

 Other 345 4.8  Other 161 13.1 
 Total Exports 7062 100 ــ Total Exports 1228 100 

Source: ITC, Trade Map  , International Trade Statistical 
* Figures for 2020 obtained from trading partners data by source. 

In 2012, total exports for the 6 key commodity groups reached US$ 6,717 million, or 95.1% of the total commodity 
exports. Meanwhile, the value of the exported six key commodity groups in 2020 amounted to about US$1,067 million 
dollars, or 86.9% of the total commodity exports, thereby reducing dependence on oil exports.  
Composition of Commodity Imports 
According to Table (4), four commodity groups maintained their presence as top imports to Yemen, in order of 
importance for 2020: grains, iron and steel, vehicles and machinery. 
Overall, the total imports from the 6 key commodity groups in 2012 made up for US$ 7,055 million, or 62.7% of the 
total merchandise imports, while the value of the commodity groups of imports in 2020 amounted to about US$ 3,119 
million dollars, equal to 34.7% of the total merchandise imports. As for petroleum products, their relative importance 
has declined significantly, from 27.1% in 2012 to 1.2% in 2020. 

Table (4) The 6 key commodity groups imported during 2012-2020 
2012 2020* 

Harmonized 
System (HS) Commodity Group 

Value 
(millions of 

dollars) 

% of 
Imports 

Harmonized 
System (HS) Commodity Group 

Value 
(millions of 

dollars) 

% of 
Imports 

27 Petroleum Products 3055 27.1 10 Grains 1179 13.1 
10 Grains 1831 16.3 72 Iron and Steel 541 6 

87 Vehicles (other than 
railway lines) 897 8 39 Plastic and its 

products  
496 5.5 

17 Sweets and Candies  501 4.5 87 Vehicles (other than 
railway lines) 411 4.6 

84 
Machines and 

Mechanical 
Equipment 

408 3.6 85 
Machines and 

Mechanical 
Equipment 

384 4.3 

72 Iron and Steel 363 3.2 84 Petroleum Products 108 1.2 
 Other 4204 37.3  Other 5860 65.3 
 Total Exports 11259 100 ــ Total Imports 8979 100 

Source: ITC, Trade Map ,International Trade Statistical 
* Figures for 2020 obtained from trading partners data by source   

Yemen Trading Partners 
 

Major trading partners in terms of exports 
Table (5) shows the share of Yemeni exports to major importing countries during 2012-2018, as follows: 
With regard to exports in 2012, we find that 8 countries around world imported as much as 88.4% of the Yemen’s 
total exports. Although KSA is the # 1 Arab trading partner and importer of Yemeni products, yet ranked 5th. 
Meanwhile China placed itself as the top importer from Yemen with (42.1%) of the total Yemeni exports, followed by 
Thailand (19.8%), and then India (11.7%). Yemeni exports to South Korea, Saudi Arabia, Singapore, New Zealand and 
Malaysia ranged between 4.5% and 1.8%. 
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In 2018, eight countries around the world made up for nearly 89.6% of the total Yemeni exports, the top four were 
Arab: Oman (54.9%), followed by Saudi Arabia (14.1%) and Egypt (7.4%). The share of Yemeni exports to Somalia, 
South Korea, Germany, Italy and Vietnam, amounted to about 5%, 2.5%, 2.2%, 1.8% and 1.7%, respectively. 
Considering the geographical distribution of Yemeni exports, eight countries still account for more than 87% of the 
total Yemeni exports.  

 

Major trading partners in terms of imports 
Table (6) shows the shares of imports from major trading partners, where the UAE ranked first in 2012 and 2018, with 
14.1% and 17.6%, respectively. In 2012, the Netherlands and Switzerland came second with 9% each. While in 2018, 
this arrangement shifted to Oman and Saudi Arabia with 15.4% and 8.3%, respectively. 
Considering the geographical concentration of imports to Yemen, it remains less than exports, with the top two 
exporters to Yemen accounted for 60.8% in 2012 and 67.9% in 2018. 

 
 
 
Pursuant to and implementation of the Agreement to Facilitate and Develop Inter-Arab 
Trade (1981) and preceding agreements such as the Arab Common Market (1964), 
PAFTA was established.  PAFTA is a multilateral agreement whose objective is to ensure 
full liberalization of trade in Arab goods of national origin among member states by 
abolishing customs and non-tariff restrictions that curb the flow of commodities within 
Arab region. PAFTA has 18 member states1, including Yemen. 
Since 1/1/1998, PAFTA started implementing an executive program involving a gradual 
(10%) annual reduction of customs duties, as well as fees and taxes of similar effect, 
for a period of 10 years until the end of 2007. This rate jumped to 20% in the last two 
years, where all goods became duty-free by 2005. 
 
 
 

 
1 All Arab countries except: (1) Mauritania, which has notified the Arab League Secretariat about the Agreement ratification, but not yet finalized the 
ratification depositing procedures, and (2) Somalia, whose accession procedures are still incomplete. While Djibouti and Comoro Islands (3 and 4) have not yet 
acceded. 

Table (5) Major importing countries from the Republic of Yemen during 2012-2018  *(%)  
Country 2012 Country 2018 

China  42.1 Oman 54.9 
Thailand  19.8 KSA 14.1 

India 11.7 Egypt 7.4 
S. Korea 4.5 Somalia 5.0 

KSA 3.6 S. Korea 2.5 
Singapore 2.7 Germany 2.2 

New Zeeland 2.3 Italy 1.8 
Malaysia 1.8 Vietnam 1.7 

Total  88.4 Total 89.6 
Rest of countries 11.6 Rest of countries 10.4 

Source: CSO, Statistical Yearbook 2012, 2019 . 
 *Data does not include re-exports 

Table (6) Major Exporting countries to the Republic of Yemen during 2012-2018  (%) * 
Country 2012 Country 2018 

UAE 14.1 UAE 17.6 
Netherlands 9.0 Oman 15.4 
Switzerland 9.0 KSA 8.3 

KSA 7.7 Argentina 7.4 
China 7.1 Brazil 5.9 

India 5.1 Russian 
Federation 5.0 

USA 4.7 China 4.7 
Australia 4.1 Australia 3.7 

Total 60.8 Total 67.9 
Rest of countries 39.2 Rest of countries 32.1 

Source: CSO, Statistical Yearbook 2012, 2019 
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Accession Steps and Procedures2 
As part of the economic reforms began in the late 1990s and beginning of the new millennium, Yemen’s accession to 
PAFTA had been one of the key manifestations of foreign trade policy and a direction towards promoting pan Arab 
economic and commercial integration. The course of accession steps and procedures involved the following: 

- Yemen agreed to join the Pan Arab Free Trade Area under Yemeni Law No. (41) for 2002 approving Yemen's 
accession to the Executive Program on the Facilitation Agreement and Ratification Document on the final 
endorsement and ratification of the executive program.  

- Deposit the Accession Code and the Ratification document, including customs tariffs structure, at the General 
Secretariat of the League of Arab States. 

- Yemen accession to PAFTA came pursuant to a decree passed by the Economic and Social Council (ESC) at the 
League of Arab States during a summit meeting in Beirut, session 14, in March 2002. The meeting agreed to 
grant Arab LDCs, including Yemen (a transitional period effective from the date of accession so they can 
gradually slash customs duties in equal proportions ending on 1/1/2010). During this period, these countries 
were granted all the advantages, facilities and exemptions applicable to PAFTA. 

- Approving PAFTA accession by the Republic of Yemen during the 71st session of the Economic and Social 
Council held in Cairo during 26-27 February 2003 (whereby Yemen became the # 17 member in the list). 

- Starting January 2005, Yemen began applying the gradual annual reduction rate of 16% ahead of full removal 
of duties in January 2010. 

- Given the unfavorable economic and financial conditions that Yemen began to experience since 2007, Yemen 
fell short of implementing the full remaining tariff cut reductions. 

- Yemen tabled a request to the ESC of the League of Arab States to postpone the gradual reduction of the 
remaining tranches. This bid was successful as the ESC agreed to give Yemen additional time to start applying 
the full exemption until the beginning of 2012 instead of 2010, and the due tranches were rescheduled 
accordingly. 

- As for trade in services within the Pan Arab Free Trade Area, Yemen was among the top ten countries that 
have finalized the negotiations to liberalize Arab trade in services, not signed or ratified so far due to the 
current conditions in the country. 

Yemen Trade Exchange with PAFTA   

Total Exports 
Since it acceded to the PAFTA in 2005, Yemen’s total exports to PAFTA member countries have grown by 110%, 
reaching a total of US$ 1,143 million in 2013 compared to US$ 217 million in 2004, the year prior to its accession. This 
shows that Yemen's exports to PAFTA as a proportion to Yemen's total exports to the world has risen from 5.3% in 
2004 to 16% in 2013; (Table 7). 

Table (7) Value of Yemen's exports to (PAFTA) for the period 2004-2015 (US$ million) 
Description 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Value 217 457 580 725 984 692 693 691 405 1,143 777 295 
Annual Growth rate (%)  110.0 27.0 25.2 35.6 -29.6 0.1 -0.3 -41.4 182.1 -32.0 -62.0 

Yemen’s Exports to 
PAFTA/ Yemen’s Exports 

to the world (%) 
5.3 8.1 8.7 11.5 13.0 11.1 10.8 9.9 5.7 16.0 32.2 57.9 

Source :ITC, Trade Map ,International Trade Statistical 

Between 2014 and 20153, exports by Yemen, especially oil exports, fell remarkably due to the repercussions brought 
by the war and conflict (table 1). This, in turn, has pushed the share of Yemen's exports to the PAFTA as a proportion 
to its total exports to the world up 32% and 58%, respectively, because most exports by Yemen were possible via the 
land ports to neighboring countries, despite the great decline in their volume, with a total value not exceeding US$ 
295 million in 2015 (table 7). 

Total Imports 
As gradual tariff cuts for Yemen under the PAFTA started to take effect, the value of total imports rose from US$ 899 
million in 2004 to $ 3,347 million in 2008, an average annual growth rate of about 40%. Meanwhile, between 2009-
2013, the average growth of Yemen's imports from PAFTA fell to about 9.5%, with the suspension of tariff cuts due 

 
2 Kamal Al-Khameri, Lectures in International Trade, University of Science and Technology, 2019  
3 No details are available regarding Yemen’s exports to and imports from PAFTA countries during 2016-2020 in the ITC website, the main reference resource for 
this issue. 
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to the already explained reasons, yet the value of Yemen's imports from PAFTA amounted to US$ 4,120 million in 
2013, raising Yemen’s imports from PAFTA as a share of total exports from the entire world to 31% in 2013, compared 
to 22.5% in 2004. 

Table (8) Value of Yemen's Imports from (PAFTA) for the period 2004-2015 (US$ million) 
Description 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Value 899 1,333 1,538 2,140 3,347 2,092 2,413 2,648 2,494 4,120 1,884 1,752 
Annual Growth rate (%)  48.3 15.3 39.2 56.4 -37.5 15.4 9.7 -5.8 65.2 -54.3 -7.0 
Yemen’s Imports from 

PAFTA/ Yemen’s Imports 
from the world (%) 

22.5 24.7 25.3 25.1 31.7 22.8 26.1 26.4 22.2 31.0 15.6 26.7 

Source :ITC, Trade Map ,International Trade Statistical  

During 2014 and 2015, the value of Yemen’s imports from PAFTA fell to US$ 1,884 million and US$ 1,752 million, 
respectively, due to the ramifications of the war and the conflict. 

Trade Balance 
With Yemen's accession to PAFTA, its trade deficit with the bloc soared due to custom tariff cuts required by the 
accession agreement, at a total value of $ 877 million in 2005, i.e. 28.6% growth rate. In 2013, Yemen's trade balance 
deficit with the Pan Arab Free Trade Area reached $ 2,976 million, recording an annual growth rate of 42.5%. As for 
2015, the overall deficit fell to $ 1,457 million, due to scaled down exports and imports, as explained.  

 

  

 

 

 

 

 

Source: ITC, Trade Map, International Trade Statistical     

 

The World Trade Organization (WTO) is an international organization 
established to regulate, facilitate and streamline international trade 
between nations. It officially commenced operation in January 1995, 
pursuant to Marrakesh Agreement; thus replacing the General Agreement 
on Tariffs and Trade (GATT) that had been established in 19474. WTO is 
not affiliated to the United Nations and representatives of member 
governments manage its business. WTO has currently 164 member states 
plus 25 others as observers (in the accession waiting list)5.  
Complementing the economic reforms program and its quest to integrate 
into the global economy in a bid to promote foreign trade policy, Yemen’s 
bid for WTO membership came to an end in June 2014, thereby becoming 
- at the time - the member # (160)6.  
 
 
 

 
4 https://en.wikipedia.org/wiki/World_Trade_Organization 
5 https://www.wto.org/english/thewto_e/whatis_e/tif_e/org6_e.htm 
6 https://www.wto.org/english/news_e/news14_e/acc_yem_26jun14_e.htm 

World Trade Organization Headquarters, Geneva, 
Switzerland (as of 27/June/2014). 

Source: wto.org 
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Steps by Yemen in its journey to the WTO and main outcomes can be summarized as follows7: 

Stations of negotiation to join the Organization 
Preparatory stations 
• The Republic of Yemen applied officially for WTO membership on April 12, 2000. 
• Yemen’s request was approved in July 2000 and the Working Party on the Accession of Yemen was established. 
• Yemen started preparing the memorandum of foreign trade system, the first requirement in the process of 

accession, which contains a full explanation of the financial, economic, commercial and legislative policies 
applied in the countries seeking to join. 

• The memo on the foreign trade system was approved by the Council of Ministers on 10/22/2002, later 
submitted to the WTO Secretariat, which accepted it on November 20, 2002, and circulated to member states. 

Key stations: 
At the level of multilateral negotiations: 
• On November 30, 2004, the first meeting of the working group on Yemen's accession to the World Trade 

Organization, which was previously mentioned, was held at the headquarters of the World Trade Organization. 
During the meeting, the memorandum of the foreign trade system was discussed. 

• In light of the review of the memorandum of the foreign trade system, through 11 official working group 
meetings + two informal meetings (all held at the organization’s headquarters in Geneva), inquiries and 
responses continued regarding various national legislation, procedures and controls related to WTO agreements, 
and Yemen submitted action plans to implement some of these trade agreements with some legislative 
amendments and/or the enactment of new commercial legislation such as the Law of “Protection of National 
Production” against harmful international trade practices and other legislation related to the protection of 
intellectual property for example. 

• The eleventh and last meeting was held on September 26, 2013, which approved the draft decision of the 
protocol of Yemen’s accession to the World Trade Organization with all documents attached to it, conditional on 
the issuance of the final decision during the ninth ministerial conference of the organization, which was held in 
Bali in 2013. 

At the level of bilateral negotiations (trade in goods and services8) 
• It started by receiving requests from some member states wishing to negotiate with Yemen on the sidelines 

of the first working group meeting on November 30, 2004 to link several tariffs applied at specific levels as 
well as requests about trade in services and the terms of their provision. 

• During the period 2004 and until 2013, Yemen exchanged many initial and updated offers/requests resulted 
in the conclusion of ten sequential bilateral agreements with: China, the European Union, Australia, Canada, 
South Korea, Japan, Honduras, El Salvador, the United States of America, and finally Ukraine. 

Final Steps by Yemen Paving the Way for WTO Accession 
- In the 11th meeting of the Working Party, WTO members agreed that Yemen has concluded all the 

multilateral, bilateral and collective membership Yemen’s terms of membership, and approved a draft 
decision for adoption by the General Council, and Yemen’s draft Protocol of Accession. 

- On the sideline of the 9th Ministerial Conference in Bali on December 4, 2013, Yemen’s Protocol of Accession 
was signed by the Minister of Industry and Trade, and on the part of the WTO members, the Director-General 
of the WTO. 

- The Accession Protocol was presented to the Council of Ministers, discussed and referred to the Parliament 
for ratification. 

- Yemen’s Accession Protocol was debated in the House of Representatives and approved in April 2014 and 
Law No. 19 of 2014 was issued on May 11, 2014 ratifying it.  

- The ratification decree was deposited with the WTO on May 26, 2014.  
- Thirty days after the ratification date, Yemen has become the 160th fully-fledged WTO member country. 

 

 

 

 

 
7 Kamal Al-Khameri, Lectures in International Trade, University of Science and Technology, 2019 
8 Trade in services includes: Telecoms, Tourism, Banking, Education, Health and others  
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Key outcomes of Yemen's accession to WTO  
 

1-  At the level of multilateral WTO agreements9:  

Yemen confirmed that legislative reforms on trade issues would be passed to comply with WTO procedures, rules and 
agreements. Some legislative amendments have also been made to some commercial laws on the one hand, and new 
laws have been enacted on the other, including those related to intellectual property rights and the protection of 
national production. Yemen has also obtained transitional periods for the implementation of certain WTO 
agreements that would require additional time to implement such as those related to specifications, standards, 
customs procedures, sanitary and phytosanitary measures, as well as those related to intellectual property rights.  

2-  Bilateral Negotiations 

Agricultural commodities 

-  Most agricultural items have been tied to customs tariffs ceilings (bound tariff)10 exceeding what is actually 
applied.   

- For example, the customs tariff ceiling for coffee and honey capped at 100%, although the actual applied tariff 
not exceeding 25%.  

- The overall average tariff/linkage ceiling stands at 24.9%, compared to currently applied average tariff for 
agricultural commodities (just 10.5 percent).  

Non-Agricultural (Industrial) Goods 

- Most of the non-agricultural goods were tied at higher levels than actually applied.  
- For example, the customs tariff ceiling for fish stood at 43%, while the currently applied tariff does not exceed 

25%.  
- The overall average applied tariff for non-agricultural (industrial) goods is 6.6%, while the average bound 

customs tariff is 20.5%.  

Trade in Services 

- In general, Yemen made commitments commensurate with the legislations and regulations applicable by various 
sectors of trade in services.  

- On the land acquisition side, it granted foreigners the right to lease land and real estate only for commercial 
purposes.  

- A restriction has been placed that distinguishes Yemeni and non-Yemeni service providers when it comes to 
subsidies, grants, tax incentives and tax exemptions for some types of services. 

 
 

Contribution by economic sectors 
The production structure for Yemen is limited, and it traditionally considers the type of exports and imports through 
which the national economy engages with the outside world. At the level of exports  in 2017, natural resources (raw 
materials) represent the bulk of Yemen’s exports (72.5%), followed by semi-manufactured materials (16.4%), but less 
manufactured exports 10F

11. The oil and natural gas sector has dominated the structure of Yemeni exports over the past 
three decades, along with limited number of sectors such as agriculture, fisheries and manufacturing industries.  
However, the production cycle of oil and natural sector changed during the past few years due to the conflict and 
war. Most oil companies operating in Yemen had to leave the country and major export ports were disrupted, thereby 
reducing the sector’s exports structure significantly in favor of other sectors; particularly the manufacturing, 
agriculture and fisheries, whose relative contribution to the export structure increased from 15% in 2015 to about 
42% in 2017. This works out at an annual average of 32.7% to total exports during 2013-2017. Meanwhile, the sector’s 
averaged share of imports reached nearly 17% during the period 2015-2018.  
 

 
9 WTO multilateral agreements cover trade in goods, trade in services, and trade aspects related to intellectual property rights, in addition to the rules and 
procedures for dispute resolution, and      
   trade policy review mechanism. 
10 Tariff ceiling refers to the rate of customs duties that a WTO member country cannot exceed, as per its accession protocol. 
11 CSO, Statistical Yearbook, 2019, External Trade Chapter. 
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Table (9): Share of the Yemeni productive sectors to foreign trade External during 2015-2018 

Production sector/year 
Imports Total exports   

2015 2016 2017 2018 2015 2016 2017 2018 
Agriculture, forestry and fishing   16.51% 13.86% 20.97% 20.49% 14.78% 41.04% 42.36% - 

Mining and Quarrying   0.23% 0.06% 0.26% 0.39% 0.03% 0.25% 0.03% - 
Manufacturing Industries 83.23% 86.06% 78.77% 79.10% 85.18% 58.70% 57.62% - 

Source: Statistical Yearbook 2019, Foreign Trade Chapter * No data available for 2018 exports 

The foreign trade sector is very much interconnected to the various productive and service economic sectors, and 
contributes significantly to the overall macroeconomic and sectoral indicators, in particular economic growth, the 
value of the local currency and the annual inflation rate, yet very important with regard to:  
1- External Trade and Economic Growth 
Current External trade has much to do with economic growth at current prices through both exports and imports, 
since the increase or drop in exports affect the overall performance by relevant productive sectors, particularly oil 
and gas, which has had a significant impact on the economic growth over the past periods. Imports, too, played an 
important role in the GDP performance variables, as they represent raw materials, intermediate goods and petroleum 
products necessary for the production process and economic growth. The extent to which foreign trade is important 
for Yemen’s economy can be measured by the degree of economic exposure12, whose value recorded about 53 %, on 
average, between 2012 – 2014, before falling to 39.4% during 2015 – 2020, due to the war and declining value and 
growth of both exports and imports (Figure 3).  
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: External Trade Data Taken from ITC.  
-The GDP Data is taken from the data of the Central Statistical Organization, National Accounts Data 2020. 

It is worth noting, however, the exposure degree of Yemen’s economy is high, and clearly expresses the extent to 
which the local economy can be affected by external variables and developments in global markets, with its impact 
on GDP growth rate at constant prices and other macroeconomic indicators, particularly the annual economic 
inflation rate. Figure (4) shows the extent of correlation between the growth of foreign trade on one hand, and GDP 
growth at constant prices during the period 2005-2020, which strongly demonstrates the importance of foreign trade 
to the development drive.  
Foreign trade recorded share of annual growth rates during the period 2005-2014 reached 7.6%, on average, before 
it fell to about (-1.1%) during 2015-2020. Likewise, The GDP annual averaged growth rate recorded 8.3% during the 
period (2005-2014). Yet, it declined further to about (-2.0%) during the period (2015-2020). This close proximity in 
the growth rates of foreign trade and those of GDP reinforces the importance of this sector in the development 
process.     
 
 
 
 
 
 
 
 
 
  
 
 

 
12 Economic Exposure Degree = imports + exports/GDP at the market price x 100 
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Figure (3): Economic Exposure Degrees for External Trade during 2012-2020
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Figure (4):External Trade and GDP Annual Growth Rate During the Period (2005-2020) (%). 

External Trade Growth Rate (%) GDP Growth Rate ($)

External Trade (US$ million) 

Source: Annual growth rates in external trade are calculated based on ITC estimates . 
- Annual GDP growth rates are calculated based on various issues of the Statistical Yearbook and National Accounts Data   .  
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2- Foreign External trade and trends in the exchange and inflation rates 
 

The value of national exports is one of the main sources of foreign currency in Yemen. It also represents a key pillar 
of national hard currency reserves at the Central Bank, which are used to manage the monetary policy designed to 
stabilize the price of the national currency against foreign currencies. This is highly important o the overall 
macroeconomic policies and the standards of living.  
Poor performance by the exports sector due to the exceptional circumstances that the country has been through 
since 2014 has worsened Yemen’s financial position. The economy was also hit by severe shortage in foreign 
currencies necessary to cover imports and honor its commitments to the outside world. This situation increased 
pressures on the national currency and its value, and thereby the suffering of the poor and people with low incomes. 
Figure (5) shows how volatile the exchange rate was13 during 2015-2020.  
Given the continued devaluation of the YER against other foreign currencies, the prices of goods and services soared 
dramatically, bringing the cumulative inflation rate in 2019 to 175% and further to 219.9% in 2020, as shown in Figure 
(6).  
 
 
 
 
 
 
 
 
 
 
 
 
 
3- International trade and the state's general budget14 
 

Revenues from oil exports – used to represent a large proportion of the state’s general revenues- have declined 
significantly during 2015-2020, compared to previous years. This caused public revenues to decline, and so do the 
state’s general expenditures. The total freeze of oil exports during 2015-2016 caused about 14.5% - 14.7% 
additional deficit in the state’s general budget during the same period. With the slight resumption of exports, the 
sector’s share to GDP improved constantly to reach 8.8% in 2020.  
Overall, the sharp drop in exports, particularly oil exports, kept public spending for some sectors restricted, while 
some economic and investment sectors and government remained unable to pay salaries. This caused further 
increase in the state’s general budget, from YER 339.9 billion in 2014 to YER 610 billion in 2020 (Fig 7). 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Central Statistical Organization, National Accounts Data 2020. 

 
13 The exchange rate is calculated based on the average exchange rates in Sana'a and Aden 
14 Aggregate data for revenues and expenditures at the national level are difficult to obtain, due to the split of financial and revenue institutions. 
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Figure (6): Annual Inflation Rates
during 2015-2020; (%)
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Figure (7): General Budget Deficit and its Share to GDP (%) during 2012-2020
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General Budget Deficit to GDP (%) 

Source:https://app.powerbi.com/view?r=eyJrIjoiMmMwYzE0OWEtMDFkYS
00ZGM4LTgwYmItMjBjN2M5OWM5ZDAzIiwidCI6IjE2M2FjNDY4LWFiYjgtND
RkMC04MWZkLWQ5ZGIxNWUzYWY5NiIsImMiOjh9&pageName=ReportSec
tionc5e63b280e6b753062d2 

Source: Central Statistics Organization, Consumer Price Index Bulletin 2020. 
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Figure (5): Annual Change in the Exchange 
rates YER to US$ during 2015-2020
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Entry Ports 
The type of imports/exports and regions where they come from or head to determines which ports to use. Since 
imports are usually a mix of products from different countries not bordering Yemen, seaports have become the main 
arteries for the various commodities to reach Yemen (85.5%) of the total imported goods during the 2012/2013. This 
percentage fell to 66.72% of the total imports in 2017/2018. The reason for this was restricted movement of some 
imports, especially ports adjacent to war zones. Shipments were shifted from sea to land ports instead, raising the 
share of imports through land ports to 10.42% of the total imports in 2012/2013. This share rose to about 31.85% 
during 2017/2018. As for the air cargos, their share remained very low @ (4.04%) during 2012/2013, and further 
down to 1.43% in 2017 and 2018, due to exceptional circumstances in the country, as shown in Figure (8).                       

Figure (8): Contributions by Customs Ports to Commodity Imports and Exports during the two periods 
2012/2013 and 2017/2018 

 

 

 

 

 

 

 

 

 

 

Source: CSO, Statistical Yearbook , 2019, External Trade Chapter 

With regard to exports, and given that most of them are agricultural products or fisheries, they were mostly heading 
for neighboring countries, mainly Saudi Arabia and Oman. Land ports were the most common routes for exports, as 
they exported 4.46% of the total exports in 2012/2013, and up to 67.1% in 2017/2018. For sea ports they shipped 
about 95.2% of the total exports in 2012/2013, but their share dropped to 32.9% in 2017/2018. Air cargos almost 
contributed nothing to commodity exports in 2017/2018, due to the suspension of flights and soaring costs of air 
transport. 
 
 
 
The exceptional circumstances that Yemen is going through have contributed, directly and indirectly, to the wide 
scale infrastructural damage inflicted by external trade sector. They also caused severe shortage in key production 
inputs necessary for the various economic activities and sectors to keep functioning normally, bringing the total 
cumulative economic losses in GDP to about US$93.4 billion by end of 201915, equal to 22% of GDP. While the losses 
incurred by the external trade sector - including export revenue losses, and those generated from customs duties and 
taxes - during the years of war and conflict - were estimated at about US$ 55 billion16. 
Yemen’s economy has been subjected to recurrent shocks that have negatively affected the overall performance by 
the commercial sector and the national economy in general. Major such events include: the outbreak of Covid-19 
with its impact on overseas commodity supplies shortfall due to lockdowns and freeze of production in different 
countries around the world, downturn in global trade and downsizing international assistance provided to Yemen, 
including humanitarian aid. 

 
15 MoPIC, YSEU Bulletin, Issue 56, January 2021. 
16 Ministry of Trade and Industry, Foreign Trade Sector Estimated Losses, 2021.  
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As a result, the annual trade balance maintained the negative growth, which amounted about US$ 7.076 billion, on 
average, during the period 2014-2020, mainly due to the sharp decline in the value of exports, especially oil and gas, 
whose production fell by 90% compared to 2014 levels. The share of oil and natural gas exports make up for 90% of 
the country’s exports. Agricultural exports too declined by more than 70%, which undermined Yemen’s performance 
in the foreign trade sphere, as it ranked188 out of 190 in the Trade Across Borders Index, according to the Doing 
Business Report 2020, as previously explained. 
Below is a quick review of major damages and ramifications to foreign trade movement due to the exceptional 
circumstances plaguing the country: 

1. Damage to basic infrastructure, including roads, bridges, and airports. 
2. Partial suspension of commercial activity, both imports and exports. 
3. A significant drop in maritime traffic to and from Yemen, as well as the high transportation and insurance fees 

on shipments coming to or leaving from Yemen. 
4. Severe shortage in essential and non-essential commodity supplies, suspension of production at large numbers 

of local factories due to shortage of imported raw materials and production requirements, and skyrocketing 
prices. 

5. Freeze of oil and gas exports, declining foreign currency revenues and drop in remittances to Yemen. 
6. Difficult access to major ports, and turning to more expensive transportation and offloading alternatives. 
7. Weak demand due to eroding purchasing power caused a drop in the size of imported commercial goods. 
8. Lack of foreign currency supplies, the difficulties imposed by banks on cash withdrawal and money transfers, 

and lacking confidence on the banking system. 

 
The previous sections underlined the importance of external trade to Yemen’s economy and development in general, 
and the extent to which this sector is interconnected to the various economic sectors, particularly economic sectors, 
that contribute most to GDP, including oil sector or those employing intensive labor force, such as the agriculture and 
fisheries.  The sector is also vital to standard of living as it determines the value of the national currency vis-a-vis 
inflation rates. 
Above sections also depicted the magnitude of challenges and difficulties facing this sector. Overcoming these 
challenges and revive the development role of foreign trade requires actions at near future, including: 

1. Removing and neutralizing difficulties that hinder foreign trade, and setting up a new mechanism (executive 
plan) to restore and develop local commodity exports. 

2. Maximizing the use of ports and entry points (sea, air, land) in promoting import and export activity of 
various commodities and products, and reducing freight and insurance costs. 

3. Doubling effort to remove all restrictions imposed by foreign banks on local Yemeni banks, or finding other 
appropriate regional or international mechanisms that can help facilitating and enhancing role of the 
financial sector in serving the commercial sector. 

4. Setting up an appropriate mechanism to support and promote local commodity production to be exported, 
including encourage exports promotion programs, especially agricultural and fishery products, as well as 
high-quality industrial and construction commodities. 

5. Introducing rules and controls to regulate and promote foreign trade, particularly those related to 
importation from countries of origin instead of goods from unknown sources, due to their high risks to the 
national economy. 

6. Rationalizing imports of non-essential and luxury goods at the expense of local alternatives (whether 
agricultural or manufacturing goods). 

7. Resuming crude oil and natural gas exports to the pre-2014 levels, and promoting production given their 
positive economic impacts on generating foreign currency reserves. Indicators pertaining to 
macroeconomic balances, including foreign reserves have to be improved, as this would help curbing the 
soaring exchange rate and reducing public budget deficit. 

At the medium and long terms, the primary focus should seek to: 
1. Developing non-oil exports and enhancing their competitiveness in order to reduce the current account 

deficit. 
2. Taking advantage of Yemen’s membership in the World Trade Organization and the Pan Arab Free Trade 

Zone. 
3. Promoting trade in services, specifically logistics, taking advantage of Yemen’s strategic geographical 

location. 
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Through: 
1. Rehabilitation and development of the damaged infrastructure necessary for export, mainly shipping and 

storage facilities and services, mainly seaports. 
2. Leveraging the quality of local exports by applying the regionally and internationally recognized standards 

and specifications to enhance their competitiveness. 
3. Provision of the necessary funds and facilities to increase exports of goods and services. 
4. Removing the difficulties and obstacles standing in the way of exports, including the necessary facilities. 
5. Dissemination of all information about export opportunities via exporters' websites and building an 

accurate and sophisticated database. 
6. Exports promotion and marketing policies. 
7. Activation of Yemen’s embassies and commercial attachés as to promoting trade exchange. 
8. Support the highly competitive industrial exports to promote interconnections with the other sectors of the 

economy. 
9. Formulation of investment promotion strategy, and exploring investment opportunities in promising 

sectors. 
10. Attracting savings of Yemeni expatriates into the country. 
11. Policies and procedures to promote national exports and their competitiveness capitalizing on Yemen’s 

WTO membership and the potential thereof – being a least developed country. This includes customs free 
penetration of national exports to all markets in developed and developing countries, and make use of the 
technical assistance provided as part of WTO membership. 

12. Technical and financial support by Arab countries to Yemen so to optimize benefits its PAFTA membership, 
in accordance with relevant resolutions that came up of Arab summits. 
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