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Abstract

The Economic Reform in Yemen Republic
An Evaluation of the Monetary Qutcomes

Since the beginning of the present decade the Yemeni
Economy has suffered several macro-economic imbalances,
such as large budget deficit, high rates of inflation,
unemployment and a prolonged balance of payment deficit. As a
result, in 1995 the government adopted a stabilization and
structural adjustment program recommended by the
International Monetary Fund and the World Bank.

The purpose of this study is to assess the preliminary
monetary outcomes of the stabilization policies which were
implemented over the two-year period 1995-1996. Due to the
fact that the period under investigation is too short, the analysis
will proceed by contrasting the main monetary indicators before
and after adopting the program.

The study concludes that some success has been achieved
particularly in reducing the fiscal deficit and suppressing
monetary expansion and the rate of inflation. However, these
positive consequences were achieved at a very high cost in
terms of unemployment, and adverse effects on the level of
living of the poorest section of the population.
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