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While in other factors which make up the economic freedom index for the
year 2007 , Yemen ranked 27% for the factor of freedom from corruption and
88.8% for the financial freedom which is the highest ever to be obtained by
Yemen amongst the ten factors. In this index, when the percentage is lower, it
means the level of economic freedom in the concerned country is lower.



of the role played by Arab and Gulf investment in Yemen during the period
from 1992-2006, the report focused on the developments of such investment
in details. It explains why such investment is significant for Yemen and
focuses on the development of direct Gulf investment in Yemen and
distribution in the various sectors.

By the end of 2006, Direct Gulf investment in Yemen was estimated at around
341.4 Billion Yemeni Rials. Saudi investment formed the largest share from
the cost of Gulf investment at a percentage of 85.6% during the period from
1992-2006. Investment from the UAE 1is second at 13.9% of the total cost of
investment for Gulf investment during the same period.

As Yemen is pursuing a line of integration in the world and regional
economies by implementing a set of financial, fiscal and trade reforms, Yemen
faced a number of problems between the private and public sectors regarding
the implementation of The General Sales Tax law number 19 for the year 2001
since it was passed at the end of December of he same year showing the
development of event since the passage of the law and highlighting the
positions adopted by the Tax Authority and the private sector over this law.
The report also highlights the major developments on the law and the tax
system for the first half of the year 2007.

The report concludes by reviewing Yemen’s position in the economic
liberalization ( freedom) index 2007 within the framework of Yemen’s
intellectual contribution to improve the investment climate and the business
environment in Yemen inline with international standards. The economic
liberalization (freedom) index has gained importance amongst donors,
development lenders, international and regional organizations on top of which
the Millennium Challenge Fund, and international firms and businessmen
searching for investment opportunities or those looking to expand their
businesses and industries.

Yemen ranked 122 amongst world countries in the economic freedom index
2007 progressing from number 139 in the 2006 report. This was the result of
the new approach followed by the report in 2007. Yemen’s good ranking in
financial freedom and labor freedom factors which were introduced for the
first time in the report for 2007. Amongst Arab states, Yemen ranked 11 out
of 17 Arab states included in the report. Egypt, Algeria, Syria, and Libya were
ahead of Yemen in this index while not sufficient information were available
about Sudan and Iraq. On the other hand, Yemen came ahead of the six states
of the GCC and Jordan, Tunisia, Lebanon and Morocco.



In the Arab World, unemployment was amongst the highest in the world. It’s
estimated that this averaged at 15.3% in 2005 equivalent to 15 million
unemployed person. All Arab states suffer from unemployment in different
degrees. Unemployment stood at 2.5% in the State of Qatar while 29.2% in
Iraq and Somalia. Djibouti has 50% unemployment figures. In Yemen, rate of
unemployment saw an upward trend rising from 11.5% in 1999 to 16.3% in
2004. This is an indication of the Yemeni economy’s inability to generate
sufficient work opportunities to absorb the number of new entrants to the labor
market and the accumulated unemployment figures. According to the 2004
census, the number of unemployed persons stood at 689 thousand persons,
most of them males. Youths form the majority of the unemployed constituting
almost 53% if the total unemployed amongst males and females compared
with 48.4% in 1999. The Third Five —Year Social and Economic Development
and Poverty Reduction Plan (2006-2010) included a number of policies and
actions designed to maintain the rate of unemployment at 12% by the end of
the plan.

Foreign indirect investment form one of the striking globalization signs
increasing in significances for developed as well as developing nations.
Available data point out that total available investment is 916 billion dollars in
2005 that is a total increase of 29% in comparison with the previous year. It’s
expected to increase to 1.200 Billion Dollars in 2006. Multi-national
companies are now playing a leading role in the global foreign investment
flow either through mergers, acquisitions or take-overs in addition to new
projects.

During the years 2005-2006, the advanced countries control over the biggest
part of such direct investment flow continued. At the same time, investment
flow reached the highest level in developing nations in 2005 reaching 334
Billion Dollars.

The report also focuses in details on the growth of the size of direct foreign
investment in advanced countries and developing countries, as well as,
development of investment in the Arab World which saw an increase of
inward investment in 2005 by 36.4% compared with 20 Billion dollars for the
previous year.

The report reviewed developments in direct inter-Arab investment during the
past three decades, focusing specifically on the development of the size of
investment by Gulf countries outside Arab states. These investment saw a

sharp increase during he period from 2000-2005 to reach a balance from 6.6
billion to 25.3 billion dollars during the same period. Due to the significance



years, a matter, which has lead some to blame the recent price hikes to
speculation in the prices of oil and minerals.

In the Arab states, economic growth averaged record levels reaching 6.5%
versus 6% in the previous year despite the Israeli aggression on Lebanon and
the siege imposed by the US and western nations on the Palestinian Territories
following Hamas’s victory in the Palestinian legislative elections in the
beginning of 2006. This average is considered higher than the average world
economic rate of growth.

Despite that, the performance of Arab economies was inconsistent from
country to another. Qatar and Sudan realized the highest rates of growth. The
six states of the Gulf Cooperation Council retained the same growth rate of
2006 while Lebanon and the Palestinian Territories archived a negative
growth rate in 2006.

The year 2006 saw a relative increase in the rate of growth in tourism
revenues in a number of Arab states. Jordan, Morocco, Tunisia and Djibouti ,
in particular, achieved higher growth rates in tourism revenues. While
remittances by migrant workers to Arab states averaged 19.3 Billion US
Dollars this year increasing by 9% over 2005. Morocco was the biggest
recipient of such remittance. In contrast, official remittances from Saudi
Arabia reached 15 Billion US Dollars and in the United Arab Emirates,
remittances averaged from 12-15% of the total GDP of the country.

Due to the significance of employment and labor and the expansion of the
negative impact of unemployment, economically, socially and politically, the
report focuses on the development of employment and unemployment figures
at both the regional and international levels and specifically in Arab states and
Yemen. Total worldwide employment by the end of 2006 stood at 2.9 billion
at an average growth rate of 16% in comparison with the previous year. The
number of poor workers whose income is less than a dollar a day make-up
17% of the total number of employed persons. This rate rises to 47.4%
amongst poor workers whose income is 2 dollars a day. The total number of
employed women is estimated at 1,200 million women making up 40% of the
total number of employed persons in 2006 worldwide. In comparison,
unemployment figures were higher worldwide increasing by 500 thousand
person. This is a record figure which has never been reached before putting
the rate of unemployment at 6.3%. The positive rates of growth in
employment in advanced countries contributed to the decrease in
unemployment figures in 2006 which, in general, saw a downward trend of
unemployment rates.



Summary

World GDP achieved a high rate of growth in 2006 reaching 5.4% compared
with the previous year’s rate of 4.9%. This confirms that the world economy’s
growth cycle, which started in 2006, is continuing. It is anticipated that such
growth will continue during the years 2007-2008 due to anticipated
continuation of economic revival in the euro zone and the continuity in strong
growth in the merging economies, particularly the Chinese and the Indian
economies which fueled the rapid growth in 2006. The continuity of growth in
other developing nations is also anticipated to continue due to higher prices of
raw material being exported by these countries and the sustain healthy fiscal
positions which is contributing positively towards such growth.

In return, the economic growth of the United States of America has been
relatively sustained in 2006 in comparison with the previous year. Such
growth was affected by the sharp decline in housing prices and the retreat in
investment on major firms and industrial plants. It’s, however, anticipated that
activities in the housing markets will continue to see a decline during the year
2007, a matter, which would lead to a declining economic growth of about
2.2%.

With the continuation of the world economic growth, accommodation of
production capacity and surplus resources, the fear of increasing world rate of
inflation escalated; especially, after inflation rates surpassed the comfortable
rates indicators which were set up by central banks of advanced nations. As a
result of the many measures adopted by these banks, and some of the central
banks of emerging economies - India and Turkey, the world’s inflation rate
has remained almost fixed in comparison with the previous year. It rose
slightly to reach 3.8% in comparison with the 3.7 % in 2005.

Declining world oil prices since mid- august of 2006, and the improvement in
weather conditions during the second half of the same year, has played a role
in keeping the world inflation at the same rate despite the escalating prices of
oil and minerals and other non-oil products in general. Oil prices jumped into
76 USD per barrel in the beginning of August and mineral prices increased by

57% during the year while food prices rose by 10%.

The macro-economic indicators show that the constant price rise in oil prices
in the world oil market during the period from 2004-2006 has not affected the
economies which are dependent on the imports of oil; specifically, countries
with advanced economies. Also, the rise in price of food and other agricultural
products has not contributed to the rise of oil prices and minerals in recent



