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Yemen has witnessed a series of oil crises in re-
cent years, resulting in significant economic and 
social shocks and deteriorating food security and 
living conditions. In fact, all oil derivatives (die-
sel, petrol and domestic gas) have been hit fre-
quently and simultaneously, entailing many other 
economic; social and humanitarian crises, includ-
ing widespread poverty and unemployment; high 
prices and difficult  access to basic services such 
as (water, health and education). This has placed 
heavy burden on vulnerable groups such as wom-
en and children and put further pressure on food 
insecurity.

To forestall the domino effect of the skyrock-
eting prices of oil derivatives, this YSEU Issue 
provides an in-depth analysis of this crisis, dur-
ing the period 2015-2019 -, to develop a package 
of interventions and remedies to secure the needs 
of the local market of oil derivatives and prevent 
the emergence of black markets therefor. Besides, 
these interventions aim to set the wheels of the oil 
sector back in motion to promote economic recov-
ery and development.

IntroductIon

The Crisis of Oil Derivatives and its Economic and 
Social Repercussions Exacerbate Yemenis’ suffering
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Facts and IndIcators

the exchange rate in November, 
2019

( Monthly Market Watch, November, 2019)(4) (Economic Indicators in Yemen, April, 2019) (16)

of the population have no ac-
cess to public electricity

YER 567 / USD 90%

oil derivatives imports 
in November,2019.

cumulative decline in real
GDP during the period 2015-2019

191,000 metric tons 45.1 

24 million people need help - 80% of the population, 

Yemen for the second time has been labeled the “ 
worst humanitarian crisis in the world “ in 2020

during the period 2015-2019
people have no access to 

water sources

66.5 billion dollars
cumulative loss in GDP  

55% 

In thIs edItIon:

Executive Summary:

First: Oil Derivatives Crisis During the Period 
2015 -2019.

Third: Social Repercussions of the Oil Deriva-
tives Crisis.

Executive Summary 

Second:  Economic Repercussions of the Oil 
Derivatives Crisis

Forth: Solutions Proposed to Resolve the Oil 
Derivatives Crisis.

The succession of the oil derivatives crises is one 
of the economic imbalances of the country, and their 
repercussions have become manifest in the increasing 
suffering of Yemenis. The data indicate that the price 
of diesel surged at the end of 2014 from YER 150 / 
liter to YER 438 / liter by the end of November 2019, 
an increase of 192% compared to the end of 2014 rate. 
Likewise, petrol prices increased at the end of 2014 
from YER 158 / liter to YER 379 / liter at the end of 
November 2019, an increase of 140%.  Analogously, 
the price of cooking gas rose at the end of 2014 from 
YER 1925 / cylinder of 18 kg to YER 7800 at the end 
of 2015, and at the end of November 2019, the price 
of a cooking gas cylinder reached YER 4685, 144% 
higher than the price recorded at the end of 2014. 
These results indicate that the fuel crises have been 
occurring frequently and simultaneously, which has 
worsened the suffering of those living on fixed and 
temporary income. 

Additionally, these price hikes have been concur-
rent with the decline in income levels and the salary 
crisis that deprived the majority of the population of 
income sources.

(UNVIM, November2019) (25)

(OCHA, Global Humanitarian Overview annual report,   2020).

(Economic Studies & Forecasting Sector, 
Ministry of Planning)

(Economic Studies & Forecasting Sector, 
Ministry of Planning)

(2019 Humanitarian Needs Over-
view) (3)
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During the period January 2018 - November 2019, the average fuel imports reached 157 thousand tons per 
month, covering on average about 29% of the domestic demand of that period. Consequently, the fuel de-
mand gap was estimated at 71%, i.e., about 386 thousand tons per month on average during the period Janu-
ary 2018 - November 2019. This indicates that fuel shortage in Yemen is a major factor in the crisis of the 
soaring prices of oil derivatives since their price trending is dictated by the volume of supply on the market.

In order to provide foreign currency for petroleum importers, the central bank in Aden offered them a 
number of banking and foreign exchange services through commercial banks at prices lower than those on 
the market. This crisis has resulted in the following:

Economic repercussions, including: i) the increase of 70 -150 percent in transport cost; ii) the monthly 
fluctuations in fuel prices coincided with the fluctuations in prices of basic food commodities (wheat grains, 
wheat flour, sugar, rice, and cooking oil); iii) medicine price spikes were the most challenging problem in 
53% of Yemeni districts;  IV) more than two thirds of the agricultural sector and about 1.2 million agricul-
tural holders in various governorates were adversely affected, and crops were damaged; V) The rise in cost 
of electricity- supplied by private companies/power producers- to YER 350- 400 per kilowatt; besides the 
weekly subscription fee (YER 300).

Social repercussions, including: i) the diesel crisis manifested itself in the fluctuating cost of the Sur-
vival/Minimum Food Basket (MFB) during September and October  of the year 2019, as the price of diesel 
increased by 16.3% and 15.2%, respectively. Similarly, the cost of MFB rose by 1.3% and 3.6% during the 
same period. However, in November 2019, the drop in the diesel price by 20.7% was reflected in the de-
crease in the MFB cost by 5.6%; ii) the cost of water skyrocketed as the price of trucked water increased 
by 100 – 300percent; ii) according to the analysis of the Famine Early Warning Systems Network (FEWS 
NET), November 2019, oil crisis represents the worst-case scenario that would increase the risk of famine, 
especially if the crisis persists for 3-4 months or more, as food insecurity increased to about 70% in 2019, 
an increase of 20 percentage points, compared to the results of the 2016 Integrated Food Security Phase 
Classification (IPC) analysis.

2014

150 158

300 310

2015 2016 2017 2018 2019

520 520

350

395
438

Diesel (YER / Liter) Petrol (YER / Liter)

379380
350

2014 2015 2016 2017 2018 2019

1925

7800

3000

3900
3658

4685

First: The Crisis of Oil Derivatives During the Period (2015-2019)  

Data for the end of the period (see figures 1 and 2) indicate that the price of a liter of diesel increased 
from YER 150/L at the end of 2014 to YER 520/L at the end of 2015, averaging YER 438 / L by the end of 
November (2019); 192% higher than the price reached by the end of 2014. Petrol prices spiked from YER 
158/L at the end of 2014 to YER 379/ L at the end of November 2019, an increase of 140%. On the other 
hand, the price of domestic gas rose from YER 1925 / cylinder at the end of 2014 to YER 7800 at the end 
of 2015, while at the end of November (2019), the price of a household gas cylinder stood at YER 4685, 
144% higher than the price recorded by the end of 2014. This shows that the crises in oil derivatives hit 
recurrently, thus having serious repercussions and adding to the miseries of Yemenis from time to time.

Annual Indicators of the Oil Derivatives Crisis (Diesel - Petrol - Domestic Gas):

 Figure (1): Price trends of diesel and petrol(YER / liter) at 
the end of the period 2014-2019

 Figure (2): Price trend of domestic gas (YER / cylinder) at 
the end of the period 2014-2019

Source: FAO, Food Security Technical Secretariat, Monthly Market Watch, issues 2015 - November 2019.
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Most governorates experienced frequent crises in diesel, petrol and household gas. Figure 3 shows that 
diesel prices in October, 2019 reached an average of YER 552 /L. These prices recorded levels above the 
average in 8 governorates, the highest of which were in Al-Hodeidah (at YER 898 /L), Ibb (at YER875 /L), 
and Dhamar(at YER 818 /L). On the other hand, 10 governorates witnessed below-average levels in diesel 
prices, the lowest of which were in Sahel Hadramawt (YER 325 / L), Wadi Hadramawt (YER 347/L), and 
Al-Mahrah Governorate (YER 375/L). Average diesel prices rose by 2 -60 percent in most governorates 
during September and October (2019), reaching an unprecedented high of 60% in Al-Hodeidah.

Analogously, the average price of petrol was YER 491 / L in October 
2019. This rate hit higher than the average levels in 7 governorates, the 
highest of which was in Dhamar (about YER 788/L. Average oil prices 
increased by 1-36 percent in most governorates (see Figure 4).

With the escalation of the oil derivatives crisis, its recurrence across the 
country, and the more than two-fold rise in fuel prices compared to the 
pre-war rates, pressure on the living standards has increased as the prices 

of foodstuffs and intra and inter-cities transportation are on the rise. Likewise, the average price of cook-
ing gas stood at YER 5033 /18 kg cylinder in October (2019). Nine governorates witnessed above-average 
prices, the highest of which was in Dhamar (about YER8666 / cylinder). (Figure 5)

 Since the end of August 2019, the oil crisis has escalated, resulting in a critical fuel (diesel and petrol) 
supply situation. While it was scarce in 12 of the 18 Yemeni governorates, it was available to some degree 
in 6 governorates. Similarly, domestic gas was almost non-existent in 9 of the 18 governorates, available 
to some extent in 6 governorates, and provided in 3 governorates. The fuel crisis continues in a number of 
Yemeni cities casting a dark shadow over the lives of citizens and various sectors that are almost paralyzed 
by the lack of fuel. With the prices of oil derivatives reaching twice their levels compared to the situation 
before the war; economic, social and humanitarian crises are looming large. Moreover, owing to the scar-
city of fuel and the fluctuation of its prices, the cost of transportation of goods has doubled in most gover-
norates(1).

(1) FAO, food security technical secretariat, monthly market watch, issue 51 October 2019.

Indicators of the Level of Oil Crisis by Governorate, October, 2019:
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 Figure (3): Price trend of diesel 
(YER /Liter) October 2019

 Figure (4): Price trend of petrol (YER/ 
Liter) in October 2019

 Figure (5): Price trend of domestic 
gas (YER/ Cylinder) October 2019

Source: food security technical secretariat, monthly market watch, issue 51 October 2019
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The slump in fuel supply below the monthly levels of demand may lead to a crisis in oil derivatives, as 
the stability of diesel and petrol prices is subject to their availability on the market. While the local demand 
for fuel is estimated at 544,000 tons per month(2) , the average fuel imports stood at 158 thousand tons per 
month during the period January 2018 - November 2019, covering on average about 29% of the domestic 
demand during the same period. Consequently, the demand gap is estimated on average at 71%, equivalent 
to 386 thousand tons per month during the period January 2018 - November 2019 (see Figure 8). As local 
petroleum refineries in Aden are down, its ports suffer from overcrowding and import procedures experi-
ence significant delays(3), the recurring crises are bound to continue due to lack of fuel supply and widening 
demand gap.

According to the United Nations Verification and Inspection Mechanism (UNVIM)(4), Figure 6 shows the 
rates of fuel imports (diesel and petrol) between January 2018 and November 2019. As in January 2018, oil 
imports reached 119,612 metric tons, increasing to 164268 metric tons in March 2018, covering 22 % and 
30.2% of the demand for the two materials per month. In April 2018, fuel imports plummeted to 144713 
metric tons to cover 26% of the domestic demand, indicating a decline in the supply of fuel. As a result, 
diesel and petrol prices increased by 1.9% and 3.5%, respectively, during April, 2018. The same situation 
occurred also in September and November 2018, as fuel imports decreased to 122,244 and 102,803 metric 
tons covering 22.5% and 18.9% of the monthly demand, and as a result, diesel and petrol prices rose by 
25.4% and 28.7% respectively in September 2018, and by more than 20% in November during the same 
year.

On the other hand, fuel imports increased in December 2018 to 203,357 metric tons, covering 37.4% of 
the demand. As a result of the increase in the supply of  diesel and petrol, prices fell by 24.6% and 27.1%, 
respectively, during the same period.  

Factors of Oil Derivatives Crisis
1) Fuel Supply Factors and Demand Gap:
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 Figure (6): Monthly fuel imports and demand gap (metric ton) & coverage of demands and average diesel and 
petrol price change (%) 2019

Source: UNVIM, monthly operational snapshots & weekly situation report 30 November. https://www.vimye.org/opsnap
FAO, food security technical secretariat, monthly market watch, issue 52, November, 2019.

(2) OCHA, Global Humanitarian Overview in Yemen, 2019, December 2018. p.6.
(3) OCHA, Global Humanitarian Overview in Yemen, 2019, December 2018. p.6.
(4) Al-Hodeidah and Salif port receives more than two-thirds of Yemen’s oil derivatives, for more details see: Studies and Economic Media 
Center (SEMC), Economic Developments 2019.
FEWS NET, YEMEN Food Security Outlook, October 2019 to May 2020
Eased import restrictions provide relief to fuel crisis, with future import financing uncertain, November 2019. https://fews.net/east-africa/ye-
men/key-message-update/november-2019
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During the year 2019, the factors of fuel supply continued to affect the crisis of oil derivatives, as the 
decrease in fuel supply in April 2019 to 112888 metric tons, which covers only 21% of the monthly  de-
mand, spurred a rise in diesel and petrol prices by 10.1% and 21.4% compared to their pricing in March 
2019. Conversely, the increase in fuel supply in June 2019 to 277346 metric tons, which covers 51% of the 
monthly demand, resulted in a decline in diesel and petrol prices by 5.5% and 13.9%, respectively, during 
the same period.

Nevertheless, once Yemenis breathed a sigh of relief and thought that they are quit of the crisis, the grim 
reality reared its ugly head again as fuel imports dwindled to 127,632 metric tons, covering only 23% of 
the monthly demand in September 2019 compared to 34% in August. As a result of the plummet in fuel 
supply, diesel and petrol prices shot up by 16.3% and 19%, respectively, in September 2019. The oil deriva-
tives prices continued at the same rate in October 2019, however they decreased during November 2019. 
This proves that the supply of fuel (oil imports) is a major factor in the oil derivatives crisis in Yemen, thus 
highlighting the direct correlation between the diesel and petrol prices and volume of supply.

ROAD ACCESS IS VERY POOR AND 
RESTRICTED DUE TO THE DAMAGES OF THE 

WAR ON ROADS AND BRIDGES

OBSTACLES AND SEVERE RESTRICTIONS ON TRANSPORT BY 
THE CHECKPOINTS SET UP ALONG THE ROADWAY CREATE A 

DEEP OIL CRISIS.

ROAD DAMAGE DUE TO LACK OF 
PERIODIC MAINTENANCE

DIFFICULT ACCESS TO ROADS IN 
HIGH-CONFLICT AREAS

Poor road access is 
one of the factors that 
further intensified the 
impact of the oil crisis, 
as access to roads re-
mains difficult in many 
areas across Yemen. The 
ongoing war has severe-
ly damaged large parts 
of the basic physical 
infrastructure of roads, 
including bridges and 
highways. This imposed 

The division in the management of economic affairs, especially the financial and monetary affairs re-
sulting from the war and conflict going on for nearly five years, is among the factors fueling the oil crisis. 
Indeed, this division has created complications and led to lengthy procedures as well as inconsistent fiscal 
and monetary policies. The ways the division in public finance management adversely affected the imports 
of oil derivatives manifests as follows:

severe obstacles and restrictions on the movement of fuel tanks, people and trade. Beside the detrimental 
effects of war on the roads, there were damages sustained by lack of timely maintenance. Restricted road 
access continued to pose a serious challenge to oil derivatives in many areas, especially in high-conflict 
areas. Because of that, most shipments of oil products had to pass through a series of circuitous, sometimes 
difficult, alternative routes with checkpoints along the way. This exposed them to delay and placed high 
financial burdens upon them, which translated into a severe crisis in oil derivatives. Large parts of main 
roads between governorates have become inaccessible which raises concerns about further restrictions on 
fuel supplies. And although there has been some improvement, many main roads are still closed or difficult 
to access(5). As a result of these challenges, transporting fuel tanks takes more than ten days, for the lengthy 
waits and the difficult and long roads fuel trucks go through before reaching their final destinations.

2) Road Difficulties:

3) The Division in the Country’s Economic Management:

 Figure (7): Road Difficulties

(5) World Bank Group, 2017, Yemen Policy Note (3) Private Sector Readiness to Contribute to Reconstruction and Recovery in Yemen, May 
23, 2017, Appendix 1, p. 28.
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• The procedures followed for conducting transactions related to the issuance of licenses for oil imports 
by the CBY in Aden should be in accordance with the mechanism the said bank has approved, and 
the failure of some banks to comply with such mechanism leads to the suspension of these licenses or 
delay in their issuance(6).

• The prohibition of the Central Bank (CBY) in Sana’a on private banks to open documentary credits 
and transfer funds to the CBY in Aden for importing oil derivatives(7).

• The prohibitive tax on fuel imports. In addition to the import taxes and duties and other statutory 
returns that are collected according to the decision No. 49 of 2019 of the government in Aden, fuel 
importers have to pay customs duties a second time in the port of Al-Hodeidah(8).

• Allowing fuel importers to pay in Yemeni riyals instead of foreign currencies, which may facilitate 
future oil imports.

• The CBY in Aden has carried out many of its banking operations for oil importers, according to the 
mechanism mentioned above. For example, the CBY provided foreign currency for fuel importers 
(with a total amount of SAR 170 million, and SAR 60 million) in July and August 2019, respectively. 
It also provided them with banking and external fund transfer services through commercial banks at 
prices lower than the parallel market value for foreign currency(10).

• Despite the importance of this mechanism, there is a relatively delay in completing credit facilities 
transactions, which contributes to the continuation of the fuel derivatives crisis(11).

Despite the Saudi deposit of $ 2 billion to the CBY in Aden and the provision of $ 200 million to meet 
the increasing demand for foreign exchange for importing essential commodities, including oil products(9), 
the oil crisis, relieved though, still persists. This mainly due to the limited and scarce foreign exchange 
sources in general to finance imports, especially oil products. Actually, the Central Bank’s foreign exchange 
reserves have declined to negligible levels, barely enough for maintaining the exchange rate or financing 
Yemen’s needs from abroad. In this regard, the CBY in Aden has put in place a mechanism to prevent cur-
rency speculation and regulate access to foreign exchange by opening documentary credits to import oil 
derivatives. It also took a number of measures that include:

4) The Scarcity of Foreign Exchange Sources:

(6) Studies and Economic Media Center (SEMC), Economic Indicators in Yemen report, April 2019.
(7) Studies and Economic Media Center (SEMC), 2019.
(8) FEWS NET, YEMEN Food Security Outlook, October 2019 to May 2020.
(9) Yemen Socio-Economic Update, Issue 45, October,2019.
(10) Studies and Economic Media Center (SEMC),2019 
(11) OCHA, Global Humanitarian Overview in Yemen, 2019, p.6.
(12) World Bank Group, 2017, Yemen Policy Note (3) Private Sector Readiness to Contribute to Reconstruction and Recovery in Yemen, May 23, 2017. 
(13) The World Bank, Securing Imports of essential food commodities to Yemen, 2017, p. 60. The Bulletin Team Surveys, November 2019.

Second: The Economic Repercussions of the Oil Derivatives Crisis
The oil crisis in Yemen has negatively affected the country’s ailing economy, spelling unspeakable trag-

edy for Yemenis. Estimates indicate that 50% of the economic activity is crippled in general, particularly 
in the industrial, agricultural, commercial and transport (intra and inter-cities) sectors. The foregoing had 
a direct negative impact on workers in those sectors as the level of unemployment increased, adding new 
numbers to the list of people in need of sustained humanitarian assistance.

The scarcity of oil derivatives resulted in a severe transportation crisis, as intra-cities (thoroughfare) 
transportation fares rose by 76-150per cent in many governorates, while the inter-cities (highway) transpor-
tation fares increased by 90- 120 percent, higher than the fares charged before the crisis(12). Likewise, fares 
for heavy goods vehicle (HGV) and trailers rose on average by between 71 -160 percent. A case in point 
is the increase of 80 -160 percent for transportation through Aden-Sana’a highway, and 71- 130 percent 
through Al-Hodeidah-Sana’a highway, compared to the pre-war rates(13). 

The Impacts of Oil Derivatives Crisis on Transport Fares:
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Because of the forgoing, scarcity in transportation means ensued on those highways during periods of 
crisis. And with only a few motor vehicles left plying for hire, public busses get packed far beyond capacity 
with desperate passengers who, at times, find no place to accommodate them but the buss roof tops to reach 
their destinations. Furthermore, owing to the lack of fuel, garbage collection trucks refused running, and 
streets are piled with garbage, portending environmental hazards.

 Figure (8): Impacts of oil derivatives crisis on transport fares

Inter-cities transport fees rose by
between 90 and 120 per cent.

Intra-cities transport fees surged 
by between 76 and 150 per cent, 
disrupting daily life and work.

Fees for heavy goods vehicle
(HGV) and trailers increased by
between 71 and 160 per cent.
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Figure (9) shows the repercussions of the oil crisis on the prices of food commodities. It is noted that the 
average monthly changes in prices of fuel (diesel and petrol) and food commodities (wheat, flour, sugar, 
rice, cooking oil) coincided during January-November, 2019. High prices of basic food commodities in-
creased vulnerability to food insecurity for the most disadvantaged and low-income groups. This reflects 
the dire consequences of the oil crisis on the vulnerable groups and segments of population.

The Impacts of Oil Derivatives Crisis on the Prices of Food Commodities
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 Figure (9): Average monthly change in fuel and food commodity prices (%)

Source: FAO, Food Security Technical Secretariat, Monthly Market Watch, Issues 42-52 January - November 2019.
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The multi-sector assessment of the sites shows a deeper understanding of the repercussions of the oil 
derivatives crisis, among other challenges that receive attention, by district. It was revealed that medicine 
prices are the most difficult problem facing IDPs, returnees and host communities, in a large number of 
districts in Yemen. Actually, in 53% of districts, soaring medicine prices were one of the three most difficult 
challenges facing people. Moreover, according to key informants, medicine prices are the most difficult 
problem facing returnees in 56% of districts; and members of host communities in 54% of districts. Key 
informants also pointed out that prices of medicines have climbed in Al-Wahdah and Al-Tahrir districts of 
Amanat Al-Asimah, Khor Maksar District of Aden, and in many governorates as well . In a nutshell, the 
oil derivatives crisis has had disasterous consequences for medicine prices, presaging immense human 
tragedy, especially in remote areas where people have to travel to cities to buy medicines. This has further 
aggravated the suffering of Yemenis who now have to foot the bill twice, for transportation and medicines, 
leaving them in dire straits.

Agricultural Production and Process: Agricultural crops have been affected seriously in most governor-
ates owing to the recurring oil crisis, particularly diesel fuel. This posed obstacles to irrigation, resulting 
in a catastrophic situation. As a matter of fact, this crisis might have devastating impact on hundreds of 
thousands of hectares of agricultural land in Tihama and the governorates of Hadhramaut, Sa’ada, Hajjah, 
Ibb, Taiz, Mahwit, Lahj, Dhamar, Abyan and Al-Jawf. So far,, more than two thirds of the agricultural sec-
tor in Yemen has been affected by the recurring fuel crisis hitting Yemeni areas and governorates. Usually, 
this crisis takes its heaviest toll on farming when it occurs between two agricultural seasons, spelling a real 
catastrophe.

This is exactly what happened in September 2019, when 
the recent crisis of diesel shortage and the surge in its prices 
threatened to damage the grain crops that were cultivated 
in the summer season and have come to harvest. And what 
made matters worse was the fateful concurrence of the end 
of the current rainy season and the onset of the recent fuel 
crisis. In fact, 1.2 million agricultural holders have been 
affected in various governorates, and it is estimated that a 
single farmer needs an average of about 2000 liters of fuel to 
irrigate his farmland. Tragically, cereal crops in most areas 
were damaged due to the lack of irrigation with farmers hav-
ing their hands tied by the crisis. 

Most of the farmers of vegetables, fruits and grains in Ye-
men depend on groundwater, where the percentage of culti-
vated area that relies on well water is estimated at 36%. Since many water pumps had to sit idle for lack of 
fuel, crops lay in ruins. Accordingly, the impact of this crisis on consumers and farmers is bound to continue 
over the agricultural cycle.

Furthermore, the successive fuel crises have disrupted the agricultural process as a whole, and discour-
aged thousands of farmers from working, given the frequent losses they incur. In point of fact, farmers in-
vest heavily on plowing and seeds (by all available means); only to end up losing everything by the middle 
of the agricultural season to a severe fuel crisis. In addition to that, the agricultural sector employs more 
than a third of the workers in Yemen, as 29.2% of them work mainly in agriculture, not to mention the self-
employed agricultural producers(15) who bring this percentage to 40.9%. But, unfortunately, the oil crisis 
that laid waste to hundreds of farmlands has rendered them idle.

The Impacts of Oil Derivatives Crisis on the Prices of Medicines:

The Impacts of Oil Derivatives Crisis on the Agricultural and Electricity:

49%

13%
2%

 Spring water

Flood-water

Rain-dependent Area

Ground
water-wells

36%

 Figure (10): Cultivated area according to the 
irrigation methods for the year 2018

Source: Agricultural Statistics Book 2018

(15) International Labour Organization, Labour Force Survey 2014.



GDP $$ YEMENYEMEENN
SOCCIO-ECONOMICSOCCIO-ECONOMIC

UPDATE

GDDP $$ YEMEENYEMEN

SOCIO-ECONOMICCSOCIO-ECONOMIC

UUPDATE

UUPDATEGDP $$ YEMENYEMEN

SOCIO-ECONOOMIC

Issue (46) January, 2020     Page 9 Yemen Socio-Economic Update

Another devastating manifestation of the fuel crisis on the local markets in Yemen is the high cost of ag-
ricultural inputs, and the exorbitant prices of products such as vegetables, fruits and even grains. Combined 
with the decline of the purchase power of the citizens- or its lack thereof- especially with the non-payment 
of salaries since 2016, this crisis has further exacerbated.

In view of these repercussions, this challenging situation forced Yemenis to resort to solar energy to meet 
their basic needs of electricity. Solar technology thus has achieved an increasing popularity in the market 
as an inevitable power source. Besides, it has been a new alternative to the small-scale independent power 
producers who use diesel to run their generators and charge exorbitant, and often irregular, fees for their 
services. Owing to its relatively low prices(16), solar energy has helped cushion the social and economic 
impacts of the fuel crisis in the country.

(16) World Bank, Regional Center for Renewable Energy and Energy Efficiency (RCREEE), 2017, Assessment of the Status of Solar PV in 
Yemen, May 2017.

(17)Sarah Badiei, A Glimpse of Light in Yemen: The World Bank Blog, December 4, 2018, https://blogs.worldbank.org/ar/node/17829

Crisis of every season: Farmers in Wadi Hadramawt complain of the diesel crisis recurring during the 
wheat seasons in recent years, forcing some of them to stop cultivating wheat, which is an essential source of 
food. Thus, wheat cultivation has decreased to nearly 80%, partly due to the oil derivative crisis.

High cost and low yield: Approximately, one acre requires three barrels of diesel (i.e. 600 liters) during 
the wheat-growing season, from October to February. Besides that, the rental price of a tractor is on average 
YER 3500 / hour, not to mention the costs of fertilizers and workers’ wages. Estimates indicate that the har-
vest of one acre of wheat is ten (50Kg) bags, and the price per bag ranges from 9000 to 12,000 Yemeni riyals.

Citizens and owners of shops, factories and workshops 
across Yemen complain bitterly about the daily suffering they 
face to meet their basic needs and their business continuity 
requirements (such as gasoline and diesel), the rising prices 
of vital work requirements (such as water), and most impor-
tantly, their inability to purchase alternative lighting sources, 
as lack of electricity represents the largest part of their misery.

A commercial power subscriber: he says, “I pay about 
YER12, 000 a month for electricity, which is a huge burden, 
especially that I have not received my salary in the recent 
three years. This forced me to work in construction to cover 
the costs of basic needs and services, such as the house rental, 
electricity and water.” He explains that he had to subscribe to 
a private power producer owing to the disruption of the public 
electricity that most of the population in Yemen was relying 
on, and it was much cheaper. He says that it did not cost him 
more than YER 2000 per month, back then.

The owner of a sewing workshop: he says, “In a profession 
like mine, one has to work and produce on a daily basis to 
earn a livelihood. So, when I get disrupted or lose much of my 
time trying to provide electricity, lighting and oil to operate 
the generator, my production declines. In this case, I don’t get 
to make enough money to support a family of eight “.

Box 1: The diesel crisis threatens wheat cultivation in Wadi Hadramawt (Hadhramaut Valley):

Box 2: The oil crisis increases the dailysuffering of 
Yemenis:

Source: Al-Mawqea Post - Hani Joud - Hadhramaut, November 20, 2017. Available at:  https://almawqeapost.net/reports/25120

Source:Available at: https://www.alaraby.co.uk/home

The Impacts of Oil Derivatives Crisis 
on Electricity: The largest share of Yeme-
ni governorates live in a tragic situation as 
a result of the fuel crisis and price spikes. 
This crisis was negatively reflected on the 
level of fuel-based electricity generation, 
which has decreased by 77% since 2015. 
In the same period, the total nighttime 
light (TNL) of Yemen has dropped by two 
thirds(17). 

Since the beginning of the crisis, public 
electricity has been out of service in most 
Yemeni governorates, where 90% of the 
total population is without public electrici-
ty. Although the electricity crisis reverber-
ates through the country and no significant 
improvement has been witnessed, the pro-
portion of the crisis varies from one area 
to another. For example, in northern and 
western Yemen, public electricity has been 
almost non-existent since the beginning of 
the war.This paved the way for commer-
cial electricity services, which have super-
seded the electrical grid with prohibitive 
costs; YER280/kilowatt compared to YER 
6/ kilowatt of public electricity before the 
war, a staggering rise of 4400%.
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Unfortunately, subscribers to these services are forced to pay a weekly subscription fee of YER 300(18), 
even when not consuming electricity, which is an exploitation of the need of citizens for electricity. And 
with the recurrence of the oil derivatives crisis, private electricity producers, from time to time, raise the 
price of electricity to YER 350-400/kilowatt.

As for southern and eastern Yemen, the public electricity service is somewhat available in most governor-
ates. However, these areas suffer frequent blackouts owing to the fuel crisis. So there would be electricity 
for intermittent few hours per day; an hour and a half of power supply followed by 6 hours of outage. There-
fore, residents of these areas suffer from high temperatures and humidity, especially in the summer. This 
makes electricity a prior necessity for them. Actually, it is barely for the citizens of Aden to pass a week 
without having a fuel crisis, then to get a very short-lived relief; just to embrace themselves for another 
crisis. This shows that most Yemenis across the country are bearing the brunt of the oil derivatives crisis.

 Figure (11): Impacts of oil derivatives crisis on electricity

SKYROCKETING PRICES OF ENERGY 
SUPPLY BY PRIVATE GENERATORS

POWER OUTAGE

DECLINE IN TOTAL NIGHTTIME 
LIGHTS (TNL).

REDUCTION IN ELECTRICITY 
GENERATION

   EXPLOITATION OF THE CITIZENS' 
DIRE NEED FOR ELECTRICITY

90%
90% of the population has no access
to public electricity, and no
significant improvement has been
made so far.

77%
Fuel-based electricity generation has
decreased by 77% since 2015. Total
Nighttime Lights (TNL) of Yemen has
declined by two thirds.

YER 350 - 400
Amid the recurrence of oil crises,
independent/private power producers
charge exorbitant amounts, ranging from
YER 350-400/KW, besides the weekly
subscription fees.

04
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(18) Studies and Economic Media Center (SEMC), April, October 2019,    http://economicmedia.net/?p=2143
(19) Federation of Yemen Chambers of Commerce and Industry, and Chamber of Commerce and Industry in Amanat Al-Asimah. October 2019.

The fuel crisis has also had its impacts on the operations of the private sector, both industrial and service. 
Indeed,  this sector manages most of the economic activities in Yemen, making contributions to about 90% 
of the industrial and service production, transport and agricultural sectors. And it is estimated that 50% of 
factories in Yemen shut down because of the fuel crisis. According to the Chamber of Commerce and In-
dustry, more than 350 factories have ground to a halt for lack of fuel, causing more than 980,000 workers to 
lose their livelihoods(19). This crisis has also resulted in very high costs in industrial production, including 
branches and activities, all of which are affected by the recurrence of fuel crises and delayed supply of oil 
derivatives. Consequently, production of the industrial and service enterprises has shrunk. Usually, these 
enterprises suspend their activities temporarily during the fuel crisis and reduce their working hours by 
half, which ramps up the costs of production, transportation and storage. This has led to low productivity 
and revenues of the private sector, thus reducing its ability to expand and generate employment and income 
opportunities.

The Impacts of Oil Derivatives Crisis on the Industrial Activities and Private Sector: 
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The fuel crisis in Yemen is made manifest in the emergence of a black market for oil products. In fact, 
this market has flourished to become a fully-fledged one parallel to the official market, leading to instability 
in the supply and price of oil products. What adds insult to injury is that these products sold on the black 
market cause damage to various machines, equipment and engines. This is mainly due to poor adherence to 
quality and safety standards in terms of purity and control of the packing standard. In addition, the failure 
to store oil derivatives in accordance with the established standards and overstocking leads to many losses 
caused by fires, burning down cars and commercial stores or even the oil products that were sold by black 
market dealers. Moreover, the emergence of black market poses great risks to the national economy in 
many respects, including those related to the exchange market, as well as smuggling.

The Impacts of Oil Derivatives Crisis on the Emergence of Black Market Oil Products: 

Third: Social Repercussions of Oil Derivatives Crisis

Figure 12 shows the repercussions of the oil derivatives crisis in Yemen on the cost of the Survival/
Minimum Food Basket (MFB). As demonstrated, the monthly changes in diesel prices (the red curved line) 
coincided with the cost of the MFB (the blue vertical bars) and the average monthly change in the cost of 
MFB (the black curved line) during January 2018 – November, 2019. It’s noted that in September 2018, 
the price of diesel increased by 25.4% and, as a result, the cost of the MFB shot up by about 26.2%. By 
the same token, the price of diesel fell by 24.6% in December 2018, resulting in a 13.1% drop in the cost 
of the MFB. During September and October of 2019, the price of diesel increased by 16.3% and 15.2%, 
respectively, while the cost of the MFB increased by about 2.8% and 2.5% over the same period. And at the 
end of November 2019, a 20.7% drop in diesel prices contributed to a 5.6% drop in the MFB cost. In light 
of the foregoing, it is clearly that the fuel crisis had a direct impact on all the links of the provision chain of 
the MFB for the target beneficiaries. This implies the costs of production, storage and transportation. Since, 
every link in the chain witnesses a price spike, this adds up to the final value of the MFB.

The Impacts of the Oil Crisis on the Cost of the Survival/Minimum Food Basket (MFB):

5000

0

10000

15000

20000

25000

30000

35000

40000

45000

10.0

20.0

30.0

-30.0

Cost of MFB Average change in MFB cost (%) Average diesel price change (%)

-20.0

-10.0

0.0

Ja
n

Fe
b

M
ar

A
p

r

M
ay Ju

n

Ju
l

A
u

g

Se
p

O
ct

N
o

v

D
ec Ja
n

Fe
b

M
ar

A
p

r

M
ay Ju

n

Ju
l

A
u

g

Se
p

O
ct

N
o

v

 Figure (12): MFB cost (YER) & monthly diesel price change per liter (%) during the period Jan. 2018 - Nov. 2019

Source: FAO, Food Security Technical Secretariat, Monthly Market Watch, Issues 42-52 January - November 2019.
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Just like public electricity, public water has been out of service in most parts of Yemen. Undoubtedly, 
the oil derivatives crisis was reflected in the staggering rise in water prices. As a matter of fact, trucked 
water prices increased by varying rates between 100 – 300 percent, as is the case in Taiz, which has been 
witnessing a severe water crisis since February 2019. Alarmingly, the price of a tankful of water, in Amanat 
Al-Asimah, reached about YER 12000, compared to YER 4000-5000 before the oil crisis. Meanwhile, wa-
ter price shot up to YER 18000 in Taiz, YER 8000 in Al- Hodeidah, and YER 6000(20) in Hadhramout and 
Aden governorates.

The impacts of the oil crisis on the water sector have been catastrophic for millions of Yemenis amid the 
accelerating collapse of economic, social and living conditions. Owing to fuel scarcity, most water net-
works in areas at risk of starvation rely heavily on humanitarian assistance, including fuel or other services. 
It is estimated that about 55% of the population has no access to safe water sources. As a result, people are 
increasingly turning to unimproved water sources. This increases the risk of diarrheal diseases, which in 
turn leads to deterioration in nutritional status, and, in some cases, death. Although trucked or bottled water 
may provide safer water sources, their prices have risen dramatically, increasing by 65% in some areas(21). 
As of August 2019, 17.8 million people are in need of support to meet their basic water and sanitation 
needs, of whom 12.6 million are in urgent need for support. Sadly, the difficulty in obtaining water has led 
to successive outbreaks of cholera and diphtheria over the course of the ongoing fuel crisis.

The Impacts of Oil Derivatives Crisis on Water:

(20) Studies and Economic Media Center (SEMC), October 2019. 
(21) OCHA, Global Humanitarian Overview in Yemen, 2019.  

 Fuel shortage has been a serious stumbling block to humanitarian operations. Transporting aid to the 
facilities in need and delivering life-saving assistance has been a struggle for humanitarian relief organiza-
tions. This crisis also prompted suspension of support to malnourished children and reduction of food and 
water distribution. Since September 2019, humanitarian operations have been hampered by the recent fuel 
shortage. This negatively reflected in livelihoods and exacerbated the logistical challenges crippling the 
delivery of humanitarian assistance. Moreover, this crisis also caused delays in the delivery of food and 
medicine to the target communities, especially in remote areas. And with the lack of immediate access to 
those in need of urgent food assistance, especially women and children who are already starved, a famine 
of catastrophic proportions awaits millions of Yemenis.

According to an analysis by the Famine Early 
Warning Systems Network (FEWS NET), Novem-
ber 2019,  the oil derivatives crisis (slumping fuel 
imports and soaring prices) represents the worst-
case-scenario that increases the risk of starvation 
(phase 5 of Integrated Food Insecurity Phase Clas-
sification (IPC). Acute food insecurity, already ex-
isting, has run rife by fuel shortage. Moreover, the 
ensuing intensification of commodity price shocks 

The Impacts of Oil Derivatives Crisis on Humanitarian Action:

The Impacts of Oil Derivatives Crisis on 
Food Security and Malnutrition
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 Figure (13): Food Insecurity in Yemen (%) 2014-2019 

Source: YEMEN IPC, 2014 - 2019 
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has caused more than 12 million people a significant deficiency in food consumption. Thereby, citizens 
resorted to passive coping strategies to meet their food needs. Combined together, these factors have multi-
plied the number of families vulnerable to a catastrophic level of food insecurity (phase 5). This scenario is 
bound to materialize should the fuel crisis persist for 3-4 months or more(22). Figure (15) shows that the pro-
portion of the population suffering from food insecurity (phase 3/ crisis or phase 4/ emergency) increased 
to about 70% in 2019, an increase of 20 percentage points compared to the results of the 2016 IPC analysis.

Disturbingly, the ongoing fuel crisis has fueled the worsening malnutrition. Yemen currently has one of 
the highest rates of chronic malnutrition in the world, with one child dying every 10 minutes from prevent-
able causes. About 1.7 million children suffer from moderate acute malnutrition and about 357,000 children 
under the age of five suffer from severe acute malnutrition, while global acute malnutrition rates reached 
28% in some places, nearly twice the emergency level of 15%(23). 

(22) FEWS NET, YEMEN Food Security Outlook, October 2019 to May 2020. 
(23) World Bank Group, 2017, Yemen Policy Note (3) Private Sector Readiness to Contribute to Reconstruction and Recovery in Yemen, May 

23, 2017. 
(24) Average monthly earning is YER 52500. See: International Labor Organization, Yemen Labor Force Survey, 2014. 

Fuel crisis has taken its toll on education too. This is manifested in the families’ inability to continue to 
send their children to school and meet their needs. Virtually, a family with 3 children needs at least YER 600 
per day for school transportation, about YER 18,000 per month, which amounts to one third of the family’s 
monthly income(24). As a result of the fuel crisis, families face great difficulty in providing transportation 
fares for their children to go to school. This problem, coupled with the high costs of teaching aids and tools 
in commercial facilities and establishments, has affected schoolchildren at all levels of education. Choos-
ing the lesser of two evils, students opt to go to school packed up in public vehicles and skimp on food to 
continue their education. And that exposes them to dangers.

The Impacts of Oil Derivatives on Education: 

Fourth: The Solutions Proposed to the Oil Derivatives Crisis
The severe repercussions of the oil derivatives crisis on the economic, social and living conditions of 

Yemeni citizens require urgent and sustainable solutions, the most important of which represent in the fol-
lowing:

1) Removing all restrictions that affect commercial fuel imports. This implies having the following two 
prerequisites:

          First: Developing a United Nations Verification and Inspection Mechanism (UNVIM), this is of 
paramount importance in order to reduce delay times and costs in Al-Hodeidah port.

          Second: Reviving Aden’s petroleum refineries through the provision of crude oil to cover the local 
market demand for oil derivatives, and thus increasing the supply and reducing the demand gap.

2) Facilitating transportation, maintaining roads, opening closed roads, and ensuring a minimum rate of 
inspection to ensure the speedy arrival of oil derivative tanks and their transportation between governor-
ates. And in the medium term, a comprehensive assessment is to be undertaken to diagnose development 
needs and rehabilitate roads and bridges.

3) Restoring the capacity and role of the CBY to provide hard currency for fuel imports and facilitate 
commercial financing for fuel importers.

4) Obtaining a new deposit that enables the CBY in Aden to provide foreign exchange sources to finance 
imports of oil derivatives and to maintain stability of the exchange rate and national currency.

5) Resuming the extraction, production and export of crude oil and liquefied natural gas (LNG) to en-
hance foreign exchange sources while providing sufficient quantities of crude oil for Aden refineries so that 
they can be refined and distributed to governorates as needed. Additionally, providing gas and distributing 
it to all governorates at reasonable and favorable prices.

6) Maintenance and re-operation of Ma’rib Gas Plant and repair of electricity towers and transmission 
lines, while providing the fuel needed for the operation of the power plants.

7) Raising public awareness on rationalizing consumption of petroleum products and electrical energy.
8) Giving due priority to economy in any negotiations for a political settlement, including sparing citizens 

further oil, economic, livelihood and other crises.
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