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Y-Efficiency. The effectiveness with 
which existing profitable market opportu
nities are exploited. It is conceivable that 
the lack of competitive market pressures 
induces a failure by firms to supply poten
tial customers who are willing to pay a 
price which yields a profit. Thus though a 
firm may be minimizing the cost of pro
ducing a given output, and therefore be 
X -efficient, it can be failing to maximize 
profits due to this slackness with regard to 
market opportunities. Though in prin
ciple this could be the case, Y -efficiency 
and X-efficiency are likely to occur to
gether given their similar origins. 

Yaounde Conventions. After two years of 
negotiations, a convention of association 
between the European Economic Com
munity and the Associated African and 
Malagasy States was signed at Yaounde, 
the capital of Cameroon, in 1963. This 
convention, known as the Yaounde 
Convention, established a series of re
ciprocal and non-discriminatory trade 
policies, outlined rules governing inter
national payments and capital move
ments and extended financial and techni
cal co-operation programmes. Tariffs and 
quotas were gradually eliminated on most 
goods traded between the EEC member 
countries and the associated states. Pro
visions on establishment services, pay
ments and capital transfers were based on 
the principle of reciprocal non-discri
mination against individuals and firms. 
The convention also increased the volume 
of economic aid for development and 
technical co-operation programmes pro
vided by the European Development Fund 
and the European Investment Bank in the 
form of direct grants and soft loans. In 
addition, an executive council, parliamen-
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tary conference and court of arbitration 
were established to implement the pro
visions of the convention. A second Yaou
nde Convention, which largely renewed 
the terms and conditions of the first 
convention, came into being in 1969 and 
operated until it was replaced by the Lome 
Convention in 1975. (See Lome Con
vention.) 

Yield. The annual return on a security 
calculated as a percentage of its current 
market price. In the case of equities, there 
is a distinction between earnings yield and 
dividend yield, the former being calcu
lated on net profits and the latter on 
declared dividends. The dividend yield is 
normally below earnings yield because of 
retained profits. (See Dividend Yield, Flat 
Yield, Redemption Yield, Yield Gap, Term 
Structure of Interest Rates, Interest Rate, 
and Rate of Return.) 

Yield Gap. The difference between an 
average yield on equities and a corres
ponding yield on long-dated fixed-interest 
securities. Traditionally equities were on 
the upper side of this gap, reflecting the 
risk element involved, but since the late 
1950s a 'reverse yield gap' has existed, 
with the dividend yield on equities falling 
below that of debt securities. This was 
caused first by the expected growth ele
ment in equities, then increasingly by the 
effect of inflation in raising the nominal 
yields on debt. If one takes the earnings 
yield on equities, the reverse yield gap is a 
more intermittent phenomenon. (See 
Term Structure of Interest Rates.) 

Yield Gap on Securities. 
See Term Structure of Interest Rates 
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