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The Independence of the Central Bank and its Implications for the Effectiveness of
Monetary Policy in the Republic of Yemen for the Period 2002-2021

Abstract

This study aims at finding out the extent of the independence of the Central Bank of
Yemen and its implications for the effectiveness of monetary policy in the Republic of
Yemen during the period 2002-2021. It aims at studying and analyzing the indicators that
indicate independence, and to know the degree of actual independence, and to develop a
proposed model for the Central Bank of Yemen compared to the success of other countries
to give it a greater extent of independence to be able to manage an effective monetary
policy.

The study used the descriptive analytical approach in characterizing the data,
analyzing the reality of the independence of the Central Bank of Yemen, and the mductive
approach by extrapolating research and studies related to the subject, and the comparative
approach in studying the experiences of other countries in the field of independence of the
central bank, and comparing the different types of independence that are applied in this
field.

The study reached a number of results, the most important of which is the failure of
the Central Bank to use its authority effectively in most of the years of the period (2002-
2021 AD). This reduced the effectiveness. Through analysis it was concluded that the
Central Bank Law No. 14 of 2000 gave the Central Bank a greater degree of Independence
compared with the Law No. 21 of 1991 AD, but this independence is incomplete. The
study showed that the Central Bank of Yemen gave priority to the goal of price stability
during the research period, which reflects an increase m its independence and thus the
effectiveness of monetary policy.

The study recommended strengthening independence by giving the Central Bank
priority to the goal of price stability, using monetary policy tools effectively, and treasury
bills when necessary and as needed as an alternative to cash issuance to finance the public
budget deficit to increase its effectiveness
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