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Economic recovery, reconstruction, and reaching a sustainable peace in 
Yemen remains a major issue requiring a great deal of attention, reflection 
and early preparedness as part of the government agenda. It constitutes a 
key focus area within the interventions by Yemen’s regional and interna-
tional partners, which should not wait nor it be delayed given its direct 
impact on the lives of communities,  their future survival, livelihoods and 
economies, as well as the future of Yemen whole, both land and people. 
This involves levelling and configuring the public environment with all its 
economic, social, security and political dimensions. In addition to the reha-
bilitation and reconstruction of infrastructure damages caused by years of 
war and conflict as well as the community assets, foundations of assembly 
co-existence, resume the development drive and create a safe and condu-
cive environment for economic growth, jobs generation, better standards 
of living and incomes and HR development. Given the lean years that the 
country has been through, this process needs also to help in addressing 
challenges, difficulties, bottlenecks and deep scars in the fabric of the Ye-
meni society and its infrastructure, institutional and human wise. It is a ho-
listic reform and reconstruction process involving the different components 
of the society, including government bodies, private sector institutions and 
civil society organizations, together with regional and international part-
ners.

Although these steps are important at this stage, they are just basic in for-
mulating a comprehensive reconstruction and development agenda, should 
a sustainable peace accord be reached to: 1) end the state of fragmentation 
and conflict, 2)  propel the country forward into the path of a normal life 
full of hope, aspiration and accomplishment, 3) reset the course for Ye-
men’s reintegration into its regional and international surroundings and af-
fectively lay the foundations for stability and development. 

This YSEU issue sheds some light on this topic and calls for those con-
cerned and interested to reflect on, think, debate and share ideas and visions 
to this end.

Note: The perceived and hoped-for role of the private sector in the economic 
recovery and reconstruction phase is quite important. Hence, this role can only 
be optimized by means of true partnership with the private sector. Therefore, 
issue (53) will be dedicated to the topic of PPP, including a thorough coverage 
of such perceived role. 

Yemen has encountered unprecedented economic, social, humani-
tarian, political and security turmoils, particularly since 2014, in-
cluding conflict and war, which collectively led to contraction of the 
gross domestic product, suspension of a large part of economic ac-
tivities, suspension of government investment programs, significant 
drop in private sector investments, withdrawal of most foreign in-
vestors, flight of local capital in search of safe havens abroad, freeze 
of oil and natural gas outputs, suspension of foreign grants and 
loans, and declining non-oil government revenues (taxes and custom 
duties). In addition, sever liquidity and fuel crises have plagued the 
country ever since. This means that Yemen is facing unprecedented 
downturn in investment indicators, poor institutional performance 
and exacerbating humanitarian crisis, as well as wide scale destruc-
tion of infrastructure, public and private facilities. Meanwhile, the 
novel coronavirus pandemic posed an additional threat to the coun-
try, which fights on multiple fronts.

To date, no comprehensive and accurate estimates are available 
about total cost sustained by the Yemeni economy and the commu-
nity as the war and conflict enters its sixth years.

Economic Recovery, Reconstruction and Sustainable 
Peacebuilding in Yemen

Damages and Needs.. The Goals of Recovery
 Recovery and Reconstruction Priorities .. Peacebuilding Needs
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of teachers have gone unpaid 
since 2016

Cumulative loss in real GDP during the period 2014-2019
It is expected to reach about 181 billion US dollars should the conflict 

and war continue through 2022

Total needs for recovery and reconstruction needs for a five-
year period

Recovery and reconstruction 
needs in the water and sanita-

tion sector (WASH)

Cumulative loss in total public rev-
enues during the period 2015-2018

Recovery and reconstruction needs 
in the power sector

of Yemeni Households lost their 
primary income source 

Recovery and reconstruction 
needs in the transport sector in 

15 governorates***

The highest cumulative 
contraction suffered by the 
oil and gas sector in 2019 as 

compared to 2014

Recovery and reconstruc-
tion needs in the housing 

sector

51%

$ 88.8 billion $20-25 billion**

$ 763- $ 932 million

$ 41.6 billion 

$ 2.3 - 2.8 billion

40%
Social Costs Economic Costs

$ 1.2 - 1.4 billion

80.1%

$ 7.6 – 9.3 billion

I: The Social and Economic Cost of War and 
Conflict (Estimated Damages and Losses)

* All these facts and indicators are presented in this bulletin with their sources.
** Estimates obtained from the DNA conducted by the World Bank in coordination with MoPIC covering 16 cities and 12  Sectors only.
*** Governorates assessed in DNA phase 3 are: Sana’a, Aden, Taiz, Abyan, Hodeidah, Lahj, Ma’rib, Shabwa, Amanat Al Asimah, Ad Dhale, Sa’ada, Al Bayda, Al Jawf, Amran and Dhamar.

Facts and IndIcators
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 Therefore, a comprehensive assessment and field survey to determine the estimated cost of destruction to the physical 
capital (infrastructure) and generate data about the actual GDP under the “Conflict scenario” vis-à-vis the ”No conflict 
scenario” to be able to estimate the implicit loss borne by the economy. It is important, however, to note that determin-
ing the total cost should consider three main components: (1) the cost of infrastructural damage, both partial or full (2) 
the cost of reconstruction (The difference between damage cost against the reconstruction cost), including reconstruc-
tion cost of war-induced damages, taking into account inflation ratio, exchange rate fluctuations, among other recovery 
needs and (3) estimated implicit loss sustained by the economy and the community in addition to the social cost.

Nevertheless, we cannot underestimate efforts made by the World Bank and other partners in cooperation and part-
nership with the Ministry of Planning and International Cooperation to assess the damage and identify needs relying 
publicly available satellite imagery and satellite-driven data as well as social media analytics and partner reporting. 
Preliminary assessments covered economic sectors and cities that witnessed military confrontations, as detailed below, 
and these estimates are just preliminary indicators to accentuate the economic and social damages.

The economic cost (lost opportunity cost) refers to the loss in the value of the domestic production of goods and ser-
vices to total GDP, mainly the following:

-The cumulative contraction in real GDP for 
the period 2014-2019 is estimated at about 
46.1%. Consequently, the cumulative losses 
in real GDP amount to about $ 88.8 billion 
for the period 2014-2019(2). The cumulative 
loss in real GDP is expected to reach about 
$ 181 billion should the conflict and war in 
Yemen continue through 2022(3).

- The oil and gas sector suffered the highest 
cumulative contraction during 2014-2019 
by about 80.1% due to suspension of ex-
ports. It is considered the main resource to 
offset state expenditures and covers 50% to 
60% of the state’s public revenues(4).

- The public finance worsened due to the ces-
sation of social and developmental spend-
ing, including salaries of public servants and 
operating expenses. The cumulative losses 
in total public revenues (lost opportunity 
cost) are estimated at about $ 41.6 billion 
during the 2015-2018 period due to suspen-
sion of oil revenues and donor support for 
the state general budget as well as shrinking 

(1) The lost opportunity cost represents the difference or gap between the actual values of GDP in war and conflict and estimated values in case of no conflict. They reflect GDP 
losses, which is just one component of macroeconomic losses. Yet, there is another important component i.e. the impact of war and conflict on capital stock, which com-
prises three sub-components: 1) Decline in net investments, 2) Disrupted capital stock and 3) Partially or fully damaged capital stock. Studies suggest that losses under this 
component are 2 to 4 times the estimated GDP losses. See : Economic Observatory for Studies and Consultancy, Nabil Muhammad Al Tairi: Estimating Socio-economic and 
Infrastructure Loss of the War and Conflict 2011-2015, March 2016.  

(2) YSEU, issue # 50, July 2020.
(3) UNDP, Assessing the Impact of War on Development in Yemen, 2019.
(4) CSO, National Statistical Updates, 2019.
(5) CSO, The Impacts of War on Yemen’s Economy, Preliminary Report, March 2020.
(6) Op cit.
(7) Op cit.

Economic Cost (Losses) in GDP (Lost Opportunity Cost )(1)

tax revenues(5).
- Public expenditures dropped by about 47% in 2018 as compared to 2014, resulting in the suspension of public invest-

ment program, public debt related interest, and arrears due to suppliers and contractors(6).
- The state’s general budget deficit continued to surpass the safe and permissible threshold, as it reached 16%, 16.1%, 

9%, and 7.5% of GDP at par for 2015-2018, most of which was financed by the Central Bank of Yemen through 
overdraft(7).

Source:

MoPIC & CSO
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Physical capital cost refers to infrastructure damage, partial or complete, because of military confrontations. Ac-
cording to the Yemen Dynamic Needs Assessment (DNA): Phase 3, conducted by the World Bank in cooperation and 
coordination with the Government of Yemen represented by MoPIC, damages sustained by 12 sectors and 16 cities 
covered by the assessment are estimated to total between $ 6.9 billion (low estimate) and $ 8.5 billion as of January 
2020. Meanwhile, the total reconstruction and recovery needs for these sectors range between $ 20-25 billion.

The previous DNA and needs assessment was not complete. Hence, a much more in-depth comprehensive damage 
assessment for all economic sectors and at the city-level in urban and rural areas, whose service facilities and infrastruc-
ture inflicted serious damages, had to be conducted. A comprehensive assessment needs to cover the whole period from 
the beginning to the end of the conflict, including infrastructure damages and losses sustained by not only the civilian 
infrastructure, but also the security and military sectors. Damage cost calculation should cover the impact in its entirety 
across the economic, social, humanitarian and institutional dimensions over the short, medium and long term. The 
scale of damage and concomitant cost incurred by Yemen’s economy is likely to be far beyond those partial estimates, 
especially if such considerations are taken into account during evaluation and estimation process.

Economic Cost to Physical Capital (Infrastructure Damage)

Apart from the economic cost referred to above, there is also a social cost to be assessed given the deteriorated social 
and humanitarian situation, in a crisis described as the worst regionally and globally:

• The UN estimates that 24.3 million peo-
ple in Yemen - over 80% of the popula-
tion –require some form of assistance, of 
which 14.4 million are in acute need(8).

• It is estimated that about 40% of Yemeni 
families have lost their primary income 
source. This increased the overall pov-
erty rate, now in the range of 71 to 78.8 
percent (with women more severely 
than men)(9). In addition, about 1.25 mil-
lion civil servants, the majority of them 
in the northern governorates including 
vital sectors such as health, education 
and water supply- have gone unpaid or 
received intermittent salary payments. 
This has eroded the country’s purchas-
ing power and significantly deteriorated 
the capacity and functionality of public 
institutions. This expansion in poverty, 
food insecurity, and disease constitutes a 
dire structural deficit that will affect hu-
man capital development over the long 
term. The Human Capital Index shows 
that a child born in Yemen today will be 

Social and Human Cost

(8) World Bank, Yemen-Country-Engagement-Note-for-the-Period-FY20-FY21, April 2019.
(9)  https://www.albankaldawli.org/ar/country/yemen/overview
(10) Op Cit.
(11) https://ar.wfp.org/emergencies/yemen-emergency
(12) For more information, please see YSEU issue # 42, April 2019.
(13) https://ar.wfp.org/emergencies/yemen-emergency

37 percent as productive when he/she grows up as he/she could be, if she completed his/her education and achieved 
full health(10). 

• The current rate of hunger in Yemen is unprecedented and causes severe suffering to millions of Yemenis. In spite of 
the provision of humanitarian aid, 15.9 million people go to bed hungry every day(11).

• The rate of child malnutrition in Yemen is one of the highest in the world, and the nutritional situation continues to 
deteriorate(12). Almost one third of Yemeni HHs suffer from gaps in their diet, and hardly consume any foods such 
as legumes, vegetables, fruits, dairy products, and meat(13). Malnutrition rates among women and children in Yemen 

Sources:

- World Bank

- WFP

- OCHA, YHRP 2019 & 2020
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Recovery stage is very important as the country is supposed to move from war and conflict towards peace and stabil-
ity. The same stage that lies the foundations for the subsequent reconstruction process. Recovery stage represents the 
“quick start” of long-term reconstruction, an operational tool for collating development-related programs and projects 
and presenting them in a coherent national plan and framework(20).

(14) World Bank, Yemen-Country-Engagement-Note-for-the-Period-FY20-FY21, April 2019.
(15) OCHA, YHRP 2019.
(16) OCHA, YHRP, June- December 2020, p 6
(17) Yemen-Country-Engagement-Note-for-the-Period-FY20-FY21, April 2019.
(18) Op cit
(19) Op cit
(20) Sultan Barakat & Ghassen Elkahlout, Lessons Learned from Post-Conflict Recovery.2018.

II: Social Recovery

Recovery of the humanitarian situation, including poverty reduction, livelihood support and addressing food inse-
curity and malnutrition is a very important and a top priority for reconstruction and peace building over the short and 
long term.

Poverty Alleviation, Livelihoods Support and Addressing Food Insecurity and Malnutrition

remain among the highest in the world, with more than 1 million women and 2 million children need treatment for 
acute malnutrition. This number represents an increase of 57% since late 2015, which threatens the lives and futures 
of these children(14).

• Less than 50 percent of health facilities across the country are fully functional. Those that are operational lack special-
ists, equipment, and medicines. Immunization coverage has decreased by 20 to 30 percent since the conflict started(15), 
and most frontline health personnel coping with Covid-19 pandemic have not received salaries for many months(16).

•  Only 22 percent of rural and 46 percent of urban populations are connected to partially functioning public water 
networks. Less than 55 percent of the population has access to safe drinking water(17).

• Among school-aged children, 36 percent of girls and 24 percent of boys do not attend school regularly. Hundreds of 
schools have been destroyed(18).

• Despite the notable support provided by Yemen’s partners, especially the World Bank, through UNICEF, including 
financial incentives, only half (51%) of teachers have still not been paid since 2016(19). 

Poverty in Yemen is a chronic phenomenon given the fact that the percentage of the poor increased sharply between 
2014 and 2016. It is estimated that the poverty rate reached 76.9% in 2016. Estimate also show that the poverty rate 
jumped from 77.9% in 2017 and further to 78.8% in 2018. If the current situation continue to deteriorate coupled with 
economic decline and aggravated humanitarian conditions, poverty rates are likely to exceed 80% by 2020.

Poverty Alleviation:

Figure (1): Estimated Population below the Poverty Line (%)

2014 2016 2017 2018 2019
EstimatedEstimated

%48.6

%76.9 %77.9 %78.8 %80.0

Source: Central Bureau of Statistics, United Nations Population Fund (UNFPA), 2019, Indicators of the Sustainable Development Goals in the Republic of Yemen 2018.
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As for the number of poor, it has nearly doubled in 2014 compared to 2005, to reach 12.6 million people, and further 
to 21.2 million people in 2016. Future projections do not bode well if sustainable peace is not achieved in Yemen and 
things are restored to normal. The UNDP study “Assessing the Impact of the Conflict in Yemen on Achieving the Sus-
tainable Development Goals” has warned that Yemen will suffer from the largest poverty gap in the world if the war 
continues through 2022, and Yemen will 
be classified as the poorest country in the 
world(21).

The latest available data obtained from 
the 2014 Household Budget Survey reveal 
that poverty in Yemen is rural, with poverty 
rates in rural areas reaching 59.2%, nearly 
three times the poverty rate in urban areas 
(23.9%). Rural poverty among women-
headed households rises to about 72.0%, 
compared to 58.2% among men-headed 
households. At the urban level, the poverty 
rate among women-headed households is 
20.1%.

The incidence and acceleration of pover-
ty in Yemen is driven by chronic structural 
factors, which intensified over recent years 
due to exchange rate hikes, eroded pur-
chasing power of the national currency and 
shrinking economic activities, yet, pushing 
more families into poverty, along with cli-
mate change related disasters. 

These shocks affect the poor most while 
their detrimental impacts are expected to 

flow through for generations to come. School enrollment rates may drop, as parents manage to get their children out 
of school and send them to work and increase family income. Although such move is deemed temporary, but it may 
become a permanent mainly in conflict situations, where food shortages cause malnutrition among young children, and 
consequently imperil their productivity at a later stage.

Economic recovery is highly important and is considered a priority to eradicating poverty in Yemen being the first 
goal in the list of 17 SDGs furnished by the 2030 Global Sustainable Development Plan. It is the basis for all analyses 
and operations carried out by the World Bank Group and most United Nations organizations.

On the other hand, if the needs of the poor and vulnerable groups are not at the core of ant immediate recovery plan 
to reduce poverty, then they are not sufficient and inequitable, and the issue of poverty will continue to be driven by 
factors jeopardizing peace and stability in Yemen.

(21) https://www.ye.undp.org/content/yemen/ar/home/library/assesing-the-impact-of--war-on-development-in-yemen-SDGs.html

%75
 Poverty rate in
 Yemen out of

 total population
 until the end of

2019

Source:

- UNDP, Assessing the Impact of War in 
Yemen on Achieiving the Sustainable 
Development Goals, 2019.

-CSO, HBS, 2014

Objectives of the Recovery Plan to Reduce Poverty in Yemen are two-dimensional:

First: Supporting Institutional and Strategic Action

Recovery and stabilization efforts are extremely important, including supporting capacities of government institu-
tions and local authorities in governorates and districts to alleviate poverty. Key priorities include:

1) Support and establish a comprehensive database based on the IHSES and other surveys, which provide reliable data 
about the living conditions of individuals and families in Yemen.

2) Support national efforts to prepare and implement a comprehensive national poverty alleviation strategy in Yemen.

3) Establish a viable system to fight poverty and its future prospects.

4) Establish comprehensive systems to monitor and evaluate poverty and ensure preparedness to respond to climate 
change effects.
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Second: Promote Pro-Poor Multisectoral Policies

Recovery efforts to reduce poverty in Yemen require a multisectoral approach to deal with the social and economic 
challenges facing the poor, especially rural area, including:

1. Support social protection, agriculture and fishing to break the cycle of poverty: In order to reduce poverty, economic 
and social vulnerability; social protection should have three broad components: social assistance, social security, and 
labor market protection, including cash and in-kind transfers to enhance welfare, productivity and economic activity.

2. Build a comprehensive, nutrition-sensitive, information-sensitive social protection system that responds to shocks 
facing the poor and the poorest in rural areas.

3. Support programs and initiatives designed to provide decent and productive jobs in rural areas, especially for women 
and youth.

4. Pay attention to small farmers and anglers, and respond to the priorities of the affected districts in order to improve 
livelihoods, access to decent jobs and scale up benefit from social protection programs.

5. Support young entrepreneurs in the area of agriculture to spur economic growth.

6. Support jobs and develop skills to ensure sustainable livelihoods.

7. Invest in jobs and local communities, while supporting SME initiatives.

The results obtained from the 2018 MCLA revealed that livelihoods promotion is widely seen as a basic need rarely 
met in Yemen. Findings at the governorate, district and population clusters clearly showed that lacking access to sus-
tainable and regular livelihoods was the most prevalent and consistently worrying problem in all governorates of Ye-
men. In 88% of districts (290 out of 328 districts)(22), less than 50% of the total population have access to sustainable 
livelihoods(23).

Meanwhile, the lack of obtainable economic opportunities was the main reason behind declining livelihoods for all 
population groups in the governorates and districts assessed. Suspension of salaries came second, while deteriorated 
livelihoods due to inflation came third. The absence of economic opportunities and high percentage of youth as a por-
tion to total population (60%), make livelihoods promotion an urgent matter(24).

With regard to the resources that would enable residents to maintain regular livelihoods amid the crisis, the district-
level assessment revealed that manual tools are the most common need to improve the livelihoods of IDPs, returnees, 
host communities and refugees in most districts, followed by fishing gear. There is also an acute need for water and 
livestock. In addition, they consider cash to be the most needed resource for livelihood promotion. Other important 
mechanisms in improving livelihoods include raising ruminants, vegetable seeds, grain seeds, water for agricultural use 
and livestock, as well as livestock vaccination.

Livelihoods Promotion:

(22) OCHA et al, (IOM, UNHCR), MCLA Comprehensive Report 2018, January 2019. 
(23) In the context of MCLA, livelihoods defined as the “income source”. 
(24)World Bank, Yemen Dynamic Needs Assessment (DNA): Phase 3,  updated in 2020

Recovery Goals in the Area of Livelihoods:

1. Provide livelihoods, economic empowerment opportunities, and multi-sector services for all population groups, in-
cluding women, girls, youth and IDPs.

2. Promote community-based livelihoods, productive assets and food security to enhance resilience and self-reliance.

3. Provide vulnerable communities with solar power to ensure sustainable livelihoods and enhance delivery of social 
services.

4. Rehabilitate and refurbish the social and economic infrastructure with the support of community development com-
mittees.

5. Create temporary jobs through community development projects.

6. Establish enterprises in the various subsectors through community development committees.

7. Promote livelihood opportunities for women and youth through cash-for-work programs.

8. Create jobs through labor market studies and skills training, especially for women.

9. Establish small enterprises through business training and provide the necessary requirements for their establishment. 
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The number of food insecure people in Yemen is 20.1 million people (without humanitarian food assistance) or 
15.9 million people (with humanitarian food assistance)(25). Due to the loss of income and livelihoods, as well as the 
suspension of salaries amid continued crisis, the ability of producing and purchasing food - even when available - has 
deteriorated significantly.

The severity of food insecurity has worsened to unprecedented levels over the past few years. Findings of the IPC 
analysis (December 2018 to January 2019) indicated that, for the first time, 63.5 thousand people are known to be in 
phase 5 (catastrophe/famine), compared to 238 thousand people had no access to assistance. This reflects the extent to 
which some population groups are severely food insecure, as they suffer hunger and are unable to meet their basic food 
needs.

The absence of humanitarian food assistance and lacking efforts to promote food security may push 10 million ad-
ditional people to famine in the coming period. IPC4 shows that there are currently 9.64 million people in phase 4 
(Emergency). Though not the most likely scenario (IPC 5), famine won’t be ruled out if food imports were significantly 
disrupted for an extended timespan. Food import levels observed so far in 2020 have been below average, a trend that 
is expected to continue into the end of 2020 due to declining revenues. These trends contributed to the gradual deterio-
ration of the food security situation in Yemen, which increases the risk of famine (Phase 5) in the event of a major and 
prolonged disruption of imports(26).

Coping with Food Insecurity and Malnutrition:

(25) https://ar.wfp.org/emergencies/yemen-emergency
(26) Food Security Outlook ,Deteriorating macroeconomic conditions expected to drive further food price increases, June 2020 to January 2021;  https://fews.net/east-africa/ye-

men/food-security-outlook/june-2020

Food security and malnutrition recovery goals should focus on two aspects, namely:
First: Alienating factors that directly contribute to continuing and exacerbating food insecurity, by:

• Supporting the resumption of salaries to public servant in a sustainable manner across the country in accordance with 
the Stockholm Agreement.

• Supporting access to food.
• Expanding cash-for-work programs and food aid programs vis-a-vis asset development.

Second: Enhancing food security and food production, by:
• Implementing assistance programs targeting the groups most affected by the ongoing war and conflict i.e. small 

farmers, livestock breeders and fishermen to resume production activities, focusing on key inputs, income genera-
tion and livelihood assistance.

• Ensuring regular supply of fuel, re-operating electric power, and the provision of affordable solar power systems for 
irrigation purposes.

• Supporting the recovery of market inputs, agricultural and livestock products and fishing, including raw materials, 
marketing and investment support to revive agricultural, animal and fish production.

• Keep supporting IDPs, and facilitate their return, including building of assets and production.
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Recovery of social services is one of the crucial priorities to push forward the reconstruction process and peace build-
ing, including health, education and social protection services.

Human Development and Social Service Sectors (Health - Education - Social Protection)

The collapse of the already fragile health system has accelerated and double shocked, both on the supply and demand 
sides. The declining operational capacity is compounded by the mounting pressures on the demand side for in-facility 
health services to treat conflict and war victims and patients of epidemics. The number of people in need of health 
assistance in Yemen increased from 8.4 million in December 2014 to 19.7 million in 2020(27). Findings of the Health 
Monitoring System suggests that out total 4,974 HFs assessed, only 51% were fully operational at full capacity, while 
the rest are either partially functioning (35%) or ceased operations (14%), due mainly to the damage sustained, shortage 
of health workers, medicines and equipment, as well as the tiny or lack of operating expenses.

As of September 1, 2020, COVID-19 cases increased rapidly across Yemen to 1,962, of which 1,160 recovered cases 
(59%) and 570 associated deaths (29.1%)(28). Meanwhile, health facilities are already overwhelmed and many are be-
ing forced to turn patients away. The combination of extreme vulnerability and low public immunity exposes Yemen 
to extraordinary risk. Unless the necessary steps are taken to expand actions designed to curb and respond to this pan-
demic with immediate effect, the virus is likely to spread faster on a larger scale and more deadly consequences than 
nearly anywhere else(29). Under pressure by the novel Coronavirus epidemic, budget deficit/cuts and freeze of funding, 
health sector partners were forced to suspend incentives for 25,000 health workers and to stop supporting150 health 
facilities(30) starting April 2020. 

The poor citizens - who account for the bulk of Yemeni population – face more difficulties in accessing healthcare ser-
vices amid high costs charged by private health facilities. There is set of challenges that impend and jeopardize the very 
foundations of the health system and the capacity to respond to basic health and nutrition needs, mainly the following:

- Acute shortage in essential medicines and medical supplies.
- Scarcity and/or lack of safe drinking water.
- Insufficient operational and logistical resources for health programs.

Recovery of the health sector in the short and medium terms requires using a modified donor intervention model to 
ensure participation in a fragile and conflict context, including support to the national health institutions, build their 
capacity and task them with the implementation of interventions. 

The national health teams have had the opportunity to learn from experiences of other countries and work with mul-
tiple stakeholders on the ground, including health and population projects and fighting epidemics of all types (schisto-
somiasis - cholera, typhoid - Covid-19,...etc.). Besides, the national institutions demonstrated successful partnerships 
with UNICEF and the World Health Organization (WHO), as part of the aforementioned projects, which culminated in 
the designing of the new Emergency Health and Nutrition Project in Yemen, with the objective to respond to the differ-
ent and immediate needs by vulnerable groups.

Health Sector Recovery Goals Should Focus on:

• Continue supporting and expanding the essential efforts, most notably:

o Implement more in-depth emergency interventions in the area of reproductive, maternal and child health via 
national health institutions and in partnership with UN agencies.

o Prevent and control the cholera and diphtheria as well as communicable diseases.
o Provide basic primary healthcare services at the level of primary health centers.

• Design a rapid and appropriate mechanism for disbursing the salaries for health sector as well as other financial 
incentives.

• Ensure the provision of the necessary funding to cover operating expenses for health services. In addition to pro-
moting HWs capacity for better preparedness in coping with epidemics, and ensure availability of the minimum 
package of healthcare services.

• Support the rehabilitation of health facilities to be able to render their services.

• Provide medical supplies, medicines and mobile health services for the IDPs.

Health Sector:

(27) OCHA, YHRP, Extension June – December 2020, June 2020.
(28) MoPHP, the Supreme National Emergency Committee to Tackle COVID-19
(29) OCHA, YHRP, Extension June – December 2020, June 2020.
(30) Op cit
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Attending to education, even at times of crisis and war, is a long-term investment whose pay off will be evident during 
peace building and reconstruction.

A host of challenges and obstacles, including damaged education infrastructure, forced displacement, severe econom-
ic crises, and the suspension of salaries, cripple the education sector.  About 64% of schools sustained serious damages, 
affecting the education process for 79% of students across the country. All these circumstances combined have had 
a significant impact on the quality of education, let alone consistent teacher absenteeism throughout the school year, 
teaching part of the curriculum, and poor motivation by teachers.

According to the YHRP 2020, there are 5.5 million children in primary and secondary cycles are in need of assistance 
to be able to continue their education, of which 5 million are in dire need of education related assistance. MCLA 2018 
indicated that 43% of school-age children from all population groups covered by the assessment are out of school.

Education Sector Recovery Goals:

The main objectives include infrastructure support and continuity of education services as a basic and critical need, 
especially public education. The reconstruction and refurbishment of fully or partially damaged education facilities, and 
continue providing education services at IDP camps have to be considered.  Accordingly, the key objectives include:

I:  Keeping schools open and functional, by:

• Paying incentives to teachers whose salaries have been suspended.

• Providing school meals for boys and girls.

• Establishing temporary learning spaces for IDP children.

• Distributing cleaning materials, furniture, textbooks and other supplies to the target schools.

• Designing tailored and child-centered programs in hard-hit areas.

• Helping to finance textbook printing house and national exams.

• Providing PSS and emotional support to students, including capacity building of teachers to provide such support.

Education Sector:

II: Rehabilitating damaged and destroyed schools, through:

• Restoration of buildings, including WASH facilities.

• Specialized training for education staff in the area of data collection and analysis in emergencies.

• Provide technical and financial support to develop institutional capacities for schools and education facilities.

There is no long-term, integrated and sustainable strategy for the social protection in Yemen. In addition, the vari-
ous programs designed to address the challenges and shocks facing the country are short of clear and flexible mecha-
nisms, leading to overstrained protection funds and programs mainly since the beginning of the current crisis, where 
quite many beneficiaries of social insurance funds and programs stopped receiving these benefits to cover their needs. 
Moreover, the limited scope of these programs vis-a-vis growing poverty rates, suspension of salaries for a large seg-
ment of population and the loss of jobs, made it difficult to expand SP programs and bring in more beneficiaries. All 
these factors have triggered a complicated humanitarian crisis, with around 24 million people in need of some form of 
protection until 2020(31).

Social Protection:

(31) OCHA, YHRP, Extension June – December 2020, June 2020.

Accordingly, social protection recovery goals must prioritize the following:

1. Establishing an inclusive and sustainable social protection system in Yemen based on a systematic plan that is closely 
coordinated closely coordinated with social and economic recovery policies, and ensures alignment of the system 
with the reconstruction phase. Expanding social protection programs and covering more beneficiaries should be en-
sured as well.

2. Strengthening the capacities of the Social Welfare Fund.

3. Setting up short-term priority interventions to promote resilience, while resuming/expanding social programs (cash 
transfers - public works and scale up programs (cash for work and youth employment)
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Macroeconomic stabilization, including financial and monetary wise, is the main driver in ensuring supportive so-
lutions to early economic recovery and reconstruction at a later stage. This would boost long-term development and 
peacebuilding. Moreover, achieving a minimum and balanced economic stability effectively contributes to reducing 
vulnerability, as well as arriving at durable solutions and sustainable development goals.

III:  Economic Recovery
Macroeconomic stabilization: fiscal and monetary stability (exchange rate…prices)

The government/public sector plays a pivotal role in pushing the drive of economic growth, as it contributes about 
46% of the GDP and 52.6% of the total demand, employs about 31% of the workforce, pays salaries for 1.25 million 
public servants, and finances cash benefits for about 1.5 million poor cases(32). The state’s general budget has witnessed 
abysmal imbalances over the past five years, as public revenues decreased by about -21.4%, on average, during the 
period 2015-2019 as compared to 2014. As percentage to the GDP, it dropped from 32% in 2014 to 8.4% in 2019(33).

In addition, the total public expenditures declined remarkably during the period 2015-2019 compared to 2014. Data 
showed an average annual decline of about -14.3%, equivalent to 36.8% in 2014 and 26.5% in 2019 as proportion to 
GDP. This led to decreased aggregate demand, income and employment.

The state’s general budget deficit has also worsened compared to 2014, and increased from 4.8% in 2014 to about 
9.3%, on average, as a percentage to the GDP during the analysis period. This ratio is close to the insecure thresholds 
of public debt, which actually exceeded this limit during 2015 and 2016, where it reached about 15.7% and 14.8%, 
respectively. A deficit of this magnitude leaves a very limited space to offer credit to the private sector and wane eco-
nomic growth future prospects.

More importantly, funding the deficit from unreal sources has negative effects, mainly: (1) high inflation rates and 
deteriorated living standards, (2) depreciation of national currency exchange rate, (3) mounting indirect pressure on the 
balance of payments, and consequently accelerated loss of foreign exchange reserves.

Public Finance Recovery Goals:

Supporting public finance recovery and reinstating its role in driving economic growth for full economic recovery 
with particular focus on:

1- Developing public revenues, especially taxation, in order to reduce reliance on financing from inflationary resources 
or oil revenues in the long term.

2- Keeping the general deficit at economically acceptable limits.

3- Raising the efficiency of public spending appropriations to ensure higher proportion of investment spending.

4- Financing the general budget deficit from non-inflationary sources and opting for the lowest economic, financial and 
social cost.

Public Finance Stabilization:

(32) CSO, The Impact of War on Yemen’s Economy, Preliminary Report, March 2020.
(33) Op cit

4. Designing and implementing a social protection program that ensures small and micro-finance programs and institu-
tions are promoted.

5. Devising initiatives on social protection measures to alleviate deprivation and food insecurity among the poor.

6. Enhancing the social protection side of productive capacities among poor agricultural and fishery households.

7. Designing gender sensitive social protection programs for disadvantaged families to increase food diversity and con-
sumption, to achieve positive impacts on the well-being of child and mother, especially women-oriented programs. 
Maternal and child malnutrition perpetuate intergenerational poverty.  
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To achieve this, the following actions are needed:
1- Activate the monitoring, evaluation and control role as part of implementing the fiscal policy and the state’s general 

budget in terms of revenues and expenditures at the central and local levels curb corruption, promote transparency 
and financial accountability, as well as addressing the difficulties that may hinder the realization of planned objectives 
or cause irregularities. 

2- Raising the efficiency of tax collection and updating related mechanisms to enforce tax laws.
3- Rationing current spending and limiting it to necessary expenditures vis-a-vis expanding investment expenditures.
4- Raising the efficiency of public spending and activating monitoring tools, including periodic evaluations of various 

aspects of spending to identify implementation bottlenecks.
5- Rationing and regulating tax and customs exemptions granted to government agencies, except for those with eco-

nomic and social development mandate. 
6- Taking the necessary measures to enhance the citizen’s confidence in the state in a bid to increase collection of public 

revenues of all types and sources.
7- Focusing on projects included in the Public Investment Program, with priority to be given to reconstruction and 

projects under implementation, and to address the stalled ones.

The exchange rate of the national currency (Yemeni Riyal) against the US dollar has decreased by 215%, up from 215 
YER/Dollar in 2015 to 678 YER/Dollar, on national average, during August 2020. It also jumped to between 745- 755 
YER/Dollar in the southern governorates compared to 608 YER/Dollar in the north(34). This difference causes major 
loss to many households benefitting from inter-governorate cash transfers, as they receive about 30% less than actual 
amount transferred. This ratio is the difference between the two rates, which had a negative impact on the economy.

National Currency Recovery Objectives: 
To raise performance efficiency during the economic recovery and reconstruction stage, the currency recovery objec-

tives and measures shall focus on the following:
- Support efforts to reach sustainable peace and consequently permanent security and political stability, normalization 

of life given the sensitivity of high exchange rate on the political and security situation.
- Adopt certain mechanism that would ensure coordination and integration between economic policies (financial, mon-

etary, and commercial), to bring the general budget deficit under control and keep inflation rate at economically ac-
ceptable limits to boost the balance of payment.

- Drafting a plan/strategy to develop and diversify non-oil exports and promote their competitiveness.
-  Attracting savings of Yemeni expatriates into the country.
- Negotiating with the international community: (donors, regional and international economic organizations and bod-

ies) to support the national currency, whether through deposits in the Central Bank, remission of old debts and related 
interests, or postponement of repayment with zero future interest,…etc.

The consumer price inflation is one of the key indicators that express the state of economic recovery and stability 
in the country. It has a direct impact on the real value of HHs income and access to basic goods and services such as 
food, clothing, education, health, housing and transportation. Hence, it strongly affects poverty levels. Data in figure 
(2) show that Yemeni citizens are exposed to more intense waves of inflation. The consumer price index increased from 
194 points end of December 2014 to 476 points by end of August 2020, a cumulative inflation rate of about 145.3% 
by the end of August 2020 compared to December 2014. This is due to a combination of factors and risks triggered by 
the deteriorating economic situation since 2014, which led to the rise in the YER/US Dollar exchange rate, decreased 
purchasing power of the national currency, fuel shortage crises, liquidity crisis, and spiking insurance fees on imports, 
among other factors.

Monetary Stabilization 

1- Exchange Rate Stabilization 

2- Stabilization of Prices

(34) FAO, Technical Secretariat for Food Security, Monthly Market Watch, Issue 61 August 2020.
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Figure (2): Consumer Price Index (CPI) and Cumulative Inflation Rate (December 2014 - August 2020)
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Source: Central Statistical Organizations, Consumer Price Inflation, August 2020.

Source: Central Statistical Organizations, Consumer Price 
Inflation, August 2020.

Table (1): % Cumulative inflation rate for 
some essential goods and services in 
August 2020 compared to December 

2014

Food 147.1

Clothing 112.9

Health and Health services 139.7

Housing and it inputs 115.2

Education and its inputs 83.2

Transport fees 145

Electricity, gas and fuel 138.7

Telecoms 121.1

CPI inflation as to the prices of goods and essential services for the life of 
citizens, such as food, housing, clothing, medication, transportation and fuel 
remain high compared to December 2014, as shown in table (1), especially 
food prices, which recorded cumulative inflation rate of 147.1%, followed 
by transportation (145%), then health/health services and medicines a cu-
mulative inflation rate of about 139.7%, and finally electricity, gas and fuel 
at 138.7%. Yet, the Yemeni citizen lost the opportunity to enjoy cheap food 
and fuel based on international prices. As a result, the living standards of 
the people have deteriorated, especially people with limited incomes and 
the poor. This situation pushed more Yemenis into the circle of poverty and 
deprivation.

Price Stabilization Recovery Goals:
Controlling inflation should be a fundamental stilt and a priority for any 

economic recovery. It is one of the tools for both monetary and economic 
stability. It is also a prerequisite for reconstruction and peacebuilding re-
quirements in terms of:
1. Understanding and addressing bottlenecks causing high commodity prices.
2. Encouraging competition, fighting monopoly, and controlling commodity prices.
3. Applying tax exemptions on agricultural inputs, renewable power, and SMEs.
4. Developing dynamic mechanisms to reach governorates, including follow up to ensure timely delivery of basic food 

items, especially wheat and flour, even during emergencies.
5. Prepositioning of strategic commodity stocks - wheat and flour - in each governorate using silos and stores.
6. Approve regular consumer protection activities, including food commodities rationing and pricing.
7. Cutting budget deficit to safe thresholds, including financing from real sources.
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High unemployment rates and low job opportunities for youth and educated are among the major challenges facing 
the economy and development. It also contributes to undermining political and security stability in Yemen, given lim-
ited capacity of the formal private sector. Unemployment rates escalated since 2015, as unemployment and jobs have 
worsened. Unemployment rate is estimated to jump from 22.1% in 2015 to 32% in 2019 and further to 34% in 2020 
compared to 13.5%, according to the 2014 Labor Force Survey.

Reports show that unemployment rate remains very high, exceeding 40% and about 60% among young people(35), 
since the suspension of salaries leads to income loss, more unemployed people and disruption of economic activities 
and livelihoods.

Likewise, unemployment trends suggest that the rate will go up to 60% in 2019 and 2020 citing sluggish and limited 
economic growth to create new jobs and absorb all new entrants to the labor market. These estimates reflect the overall 
circumstances in Yemen that enfeebled economy capacity and squandered its material, financial and human potentials.

Besides, the loss of jobs and layoffs is, yet, another insurmountable challenge for any peace process in Yemen, espe-
cially given that the majority of HHs resorted to savings or adapted to the state of material deprivation. The agricultural 
sector is among the sectors most affected, as about 50% of workers lost their jobs, followed by the service sector. These 
direct consequences would be long-term, coupled with damaged public facilities and infrastructure, which in turn ex-
acerbates the already strained labor market. The following box (table) sheds more light on the labor market in Yemen.

Employment, Jobs Creation and Cutting Unemployment

Figure (3): Unemployment Rate for the Period 2014-2019 (%)

Frame (1): Labor Market Context in Yemen

%32.0
%29.9%31.9

%33.8

%22.1

%13.5

20192018201620152014 LFS 2017

Source: Central Statistical Organization and International Labor Organization, Labor Force Survey (LFS) 2013/2014.
              Central Statistical Organization and the United Nations Population Fund, 2019.

Labor Market Context Prior to the WarWar Impact on Employment and Labor Market
The Yemeni labor market has been characterized by persistent 

structural challenges. Recent conflicts and political instability 
have exacerbated these structural problems, as documented in 
the Labor Force Survey 2013–2014, which highlighted the fol-
lowing findings: 
• Yemen has mostly a very young population, with more than 

40 percent of residents aged 14 or below. 
• The share of population living in rural areas accounts for al-

most three-quarters of the total population.
• The work force participation rate is 36.3 percent.
• Women are almost absent from the formal labor market, with 

a labor force participation rate as low as 6 percent. 
• Educational attainment is generally low – almost two out of 

three Yemenis in the labor force have completed only pri-
mary education. 

• Almost three-quarters of the employed work in the informal 
economic units and more than 80 percent are in informal em-
ployment.

• Only around half of the employed are in salaried employ-
ment, and 42.4% have their own businesses or work for fam-
ily businesses.  

• Waves of displacement increased as families or some mem-
bers had to move to other parts of the country or traveled 
abroad. These movements have increased in the overall size 
of families as a direct outcome of the war.

• The working age population are the most affected by internal 
displacement, as concluded by the Rapid Survey to assess the 
damage and impact of the war on employment and the labor 
market in Yemen (ILO: Rapid Survey: the Impact of the Cri-
sis on Employment 8- 2016).

• Job losses were significant in three governorates: Amanat 
Al-Asimah, Aden, and Hodeidah, as the three governorates 
reported more than 130,000 job losses (-12.8%) during the 
LFS 2013/2014 and the Rapid Survey in November 2015). 
The estimates refer to a net negative balance of employment 
(salaried and non-salaried) in the three governorates.

• The agriculture sector is the most affected by the crisis, with 
an aggregate loss of nearly 50% of the workers, and it goes 
up to 80% in some governorates.

(35) FAO, Technical Secretariat for Food Security, Latest Developments in Food Security in Yemen Report 2015.
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Hence, supporting the recovery of jobs and employment - including supporting market-driven skills development for 
young men and women - is fundamental to reduce unemployment and a priority to reconstruction and peacebuilding in 
Yemen.

It is important to emphasize the need to develop a result-oriented recovery plan to address jobs and slash unemploy-
ment with focus on the following:

1. The colossal decline in employment rates within the most affected sectors, which employ the majority of work-
force, especially the service and farming sectors.

2. The different groups were disproportionately affected by the crisis, especially women, youth and the self-em-
ployed.

3. The governorates of Taiz, Sana’a, Hodiedah, Aden and Marib are among the most affected, and reported the 
highest displacement rates. 

4. Wide-scale displacement, mainly by women of working age and children.

Production sectors should be prioritized during the economic recovery phase to realize three objectives: 1) Creating 
jobs - to address unemployment as noted above, 2) Cutting living costs, 3) promoting self-reliance. Although produc-
tion costs are high in Yemen, yet, industrial and agricultural production would stimulate economic activities as part of 
any production process and support local value-added chains.

Productive Sectors and Growth Stimulation

The oil and gas sector is one of the key sectors driving economic growth in Yemen, and it contributed about 12.8% 
of the real GDP in 2014.  Activity of the oil and gas sector has waned due to overall difficult conditions that Yemen is 
going through following the departure of foreign oil and gas companies. The oil and gas sector contribution to the GDP 
shrunk by about 74.5% in 2015. The cumulative sector contraction in 2019 is estimated at 80.1%, compared to 2014(36).

Supporting the recovery of the oil sector is highly important: oil and gas revenues account for more than 80% of 
all export revenues and more than 50% of the state’s general revenues. It is also a key source of foreign currencies(37). 
Therefore, the recovery of oil sector will contribute to the reflow of significant foreign currency reserves, and conse-
quently improve macroeconomic indicators and balances, including foreign reserves, sufficient liquidity for the state’s 
general budget and the banking system, while curbs exchange rate volatility.

Recovery of the non-oil sectors contribute directly to reducing famine, poverty and unemployment in Yemen. The 
cumulative contraction of the non-oil sectors as a proportion to GDP in 2019 dropped by 41.6% compared to 2014(38), 
with the war, liquidity and power crises being the major causes. Non-oil sectors include the agriculture, industry and 
service sectors, as follows:

Oil Sector:

Non-Oil Sectors:

Table (2): Contribution of the Economic Activity to Employment and GDP at constant prices 

Description % Employed to Total Workforce 
(2014)

% Contribution to GDP
(2014-2019)

Cumulative Contraction Rate in 
2019 Compared to 2014

Agriculture & Fisheries 40.9% 19.4% -34.7%

Industry 12.2% 17.6% -55.3%

Services 46.9% 63.0% -43.1%

Source: CSO and ILO, LFS 2013-2014.
              CSO, National Accounts Bulletin 2019

(36) CSO, National Accounts Bulletin 2019.
(37) CSO, Yearly Statistical Book 2014. 
(38) CSO, National Accounts Bulletin 2019.

Recovery of this sector is vital to food security, poverty alleviation and social stability, as it contributes about 20-
25% of all locally available food in the country, employs 40.9% of the total workforce, with significant geographical 
outreach in rural areas with poverty pockets concentration. It also contributed about 19.4% of the real GDP during 
2014-2019, which requires support for this sector to recover with focus on areas of comparative advantage, being key 
to overall economic recovery, poverty reduction and cutting unemployment in Yemen.

Agriculture and fisheries sector: 
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The sector’s domestic product has exposed to strong shocks and recorded an estimated cumulative contraction of 
34.7% in 2019 compared to 2014. Findings of Yemen Emergency Food Security and Nutrition Assessment (EFSNA) 
show that 38% of farming households reported decreased grain production in 2016 compared to pre-crisis levels. This 
is mainly due to recurrent fuel and electricity crises, which was translated as higher production cost, transportation fees, 
marketing and storage costs. This has had a negative impact on food production, as well as the demand for farming 
products due to liquidity crisis, reduced income and purchasing power. Moreover, the export of most agricultural prod-
ucts was suspended, thousands of workers in agriculture and fishing sector were laid off, and the livelihoods of millions 
of people, especially in coastal areas who depend on fishing activities, have been affected. All these factors combined 
have exacerbated poverty and unemployment rates.

Manufacturing and services sectors do play a significant role in economic activity, where the contributed 17.6% and 
63.0%, on average, to the GDP during 2014-2019. In parallel, the manufacturing sector has 12.2% of the total work-
force while the service sector employs 46.9% (see table). This shows how recovery of these two sectors is important 
to employment given the fact that their productivity and income is far greater than agriculture. Nevertheless, national 
accounts data show a contraction of the manufacturing and service sectors to the GDP during 2011, 2014 and 2015. 
The worst contraction reported by the two sectors was in 2015, with 23.6% and 25.1% respectively, due to multiple 
crises, including power and liquidity crisis as well as volatile exchange rate. The cumulative contraction in these sec-
tors in 2019 reached 55.3% and 43.1%, respectively, compared to 2014. As a result, business costs increased, revenue 
and customer base shrunk, while salaries and working hours were reduced by the private sector amid increased layoffs.

Recovery Requirements of the Productive and Growth Stimulant Sectors 
1. Regular and sustainable provision of power and fuel is urgently needed to spur recovery of economic sectors.
2. Encourage the use of renewable and alternative power sources across all economic sectors.
3. Identify the damages sustained by the economic sectors and the subsequent effects on other related sectors in 

order to determine the appropriate remedies to accelerate recovery of these sectors and interrelated sectors.
4. Develop an operational plan for economic reconstruction and recovery.
5. Overhaul of resources generated by all economic sectors and their potential development to help in accelerat-

ing recovery, increasing growth and improving living standards on the one hand, while reducing economic and 
financial irregularities on the other.

6. Strict and effective implementation of macroeconomic, financial and monetary policies.
7. Control the banking credit facilities and direct it towards more feasible investments.
8. Encourage the private sector to take on a pioneering and leading role in raising production, investment, recon-

struction, economic recovery based on true partnership.
9. Take serious steps to fight financial and administrative corruption by activating the role of the judiciary in this 

respect.
10. Rehabilitate and repair the transport infrastructure (such as vital main and secondary roads), storage capacity, 

airports and seaports, electricity, WASH.
11. Encourage the private sector and joint ventures to invest in shipping services and ports, as well as local petro-

leum industries.
12. Explore the conditions of transformative industries, mainly the promising ones, to reach self-reliance.
13. Re-activate domestic tourism.
14. Promote cooperation between the government and the international community during the reconstruction and 

economic recovery stage based on correct and accurate damage assessment and channel international aid towards 
damages that affect the national economy most.

15. Promote social protection in supporting economic sectors to return to production through support package, 
including the rehabilitation of farms, fisheries, small enterprises, self-income and livelihoods.

Manufacturing and Services Sectors:



GDP $$ YEMENYEMEENN
SOCCIO-ECONOMICSOCCIO-ECONOMIC

UPDATE

GDDP $$ YEMEENYEMEN

SOCIO-ECONOMICCSOCIO-ECONOMIC

UUPDATE

UUPDATEGDP $$ YEMENYEMEN

SOCIO-ECONOOMIC

Issue (51) August, 2020     Page 16 Yemen Socio-Economic Update

Telecom sector is a vital source of revenues for the state’s general budget and comes second to the oil sector, despite 
the problems faced, especially frequent power cuts.

The total recovery and reconstruction costs needed by the mobile telecom sector is estimated between $ 6.1 million 
and $ 7.5 million. Recovery of this sector would increase the added value for many associated services such as money 
transfer and mobile banking, thus enhancing the overall recovery and reconstruction process. Reconstructing the fixed 
backbone network is more complicated and costly than in the case of mobile networks, as we may need a new fiber-
optic infrastructure to raise the speed of the Internet and data transfer.

Overall, the recovery and restoration of services associated with communication and information technology in the 
medium term (2-5 years) would require plus infrastructure investments, especially the optical fibers network, in ad-
dition to strengthening the regulatory and legal framework to ensure a competitive and adaptive technology. A set of 
short-term interventions (one year or more) shall be prioritized, including VAST system to provide via satellite tele-
communication, and allowing the use of the fourth generation (4G) technology. At the long run, global best practices 
should be followed alongside standardization of licenses and spectrum management.

About 19 percent of mobile network as-
sets have been damaged (including tow-
ers and hangars), and 6 percent completely 
destroyed, decreasing the mobile phone 
penetration rate by 11% since 2015. These 
figures are likely an underestimation(40). 
Hodeidah was the hardest hit with US$1.1–
1.4 million in terms of damage costs, fol-
lowed by Sa’da with US$0.6–0.7 million in 
damage costs. In total, the estimated dam-
age cost(41) sustained by the mobile network 
ranges between $ 2.8 and $ 3.5 million. 
These estimates are likely to be less than the actual damage.

As for the fixed backbone network, the costs of the damage (including copper lines and optic fiber cables) were esti-
mated at 47 million dollars until March 2018. The damage that occurred to the assets of this network greatly weakens 
the Internet service.

IV: Recovery and Reconstruction Priorities in Infrastructure Sectors (39)

Information and Communications Technology Sector

Sectoral Damage Assessment 

Needs Assessment

Recovery and Reconstruction Priorities

Destroyed Telecom tower.

Source: Yemen Dynamic Needs Assessment (DNA): Phase 3, World Bank 2020.

(39) World Bank, Yemen Dynamic Needs Assessment (DNA): Phase 3, 2020.
(40) Several assets that the WB relied on could not be visible through satellite imagery.
(41) Estimated damage cost as well as recovery and reconstruction needs under this area pertain to 16 cities: Sana’a, Aden, Taiz, Lahj, Hodeidah, Abyan, M’arib city, Sa’da, Rad’a, 

Dhale’, Dhamar, Mocha, Laudar, Baihan, Khawkha and Al Hazm. 

Notwithstanding the already poor capacity of the power sector, yet, persistent conflict has significantly degraded 
infrastructure critical to Yemen’s power sector. About 49 percent of the assessed assets in the sector sustained some 
degree of physical damage, especially Taiz and Sa’ada, which reported 57% and 50% power assets destruction rate, 
respectively. 

Five percent of power sector facilities completely destroyed, with only 12% remained fully functional. Only Lodar, 
Ma’rib City, and Mocha are reported to have relatively reliable electricity service.

Power Sector:

Sectoral Damage Assessment 
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Satellite imagery from NASA, showing electricity consumption at night falling from an already low level  (2012 on the right, 2018 on the left)

Source: Yemen Dynamic Needs Assessment (DNA): Phase 3, World Bank 2020

Restoring public service delivery would require: (i) rehabilitating the physical infra- structure (estimated between 
US$947 million and US$1.16 billion over five years); and (ii) restoring fuel supplies and system operation (estimated 
between US$261 million and US$319 million annually). These estimates are conservative, in that they do not account 
for power system infrastructure outside the 16 cities. They also represent an estimate of the variable costs of both fuel 
and nonfuel supplies.

Overall, the total needs for recovery and reconstruction in the power sector in the 16 cities have been assessed be-
tween $ 2,251 and $ 2,752 million over a period of 5 years.

Physical damage to urban power infrastructure in the assessed cities is estimated at US$541–662 million. By far the 
greatest damage was observed in Aden (US$228 million), Sana’a (US$149 million), and Ma’rib City (US$136 million)

In the short term, public electricity supply could be restored via municipal or regional grids. This would involve in-
vestments in transmission and distribution grids, as well as the restoration of fuel linkages and of a solar sector driven 
by the private sector. To restore the functionality of the national grid, large-scale infrastructure - including transmission 
lines, power plants, and new utility-scale capacity - would need to be reconstructed over the medium to long term (3 to 
5 years). Overall recovery and resumption of service delivery requires Establish and strengthen regulatory structures to 
continue to allow participation of private/distributed generators in electricity service provision over 5 years.

Considering Yemen’s ample renewable energy resources, including solar, wind, and geothermal energy. The costs of 
the technologies needed to harness these resources have fallen steeply. These developments give hope that the rebuilt 
power system can be more equitable, cleaner, and less dependent on fossil fuel.

Needs Assessment

Recovery and Reconstruction Priorities

Yemen’s road network had gone through major expansion and improvement. The paved road network had grown 
from about 5,000 km in the early 1990s to nearly 16,000 km. Yemen has nine major airports, including in Sana’a (the 
largest in terms of passenger capacity), Aden, Al Mukalla, Taiz, and Hodeidah. In addition, there are a number of small 
multipurpose airports scattered all over the country. Yemen has four major seaports—Hodeidah, Aden, Mocha, and 
Al Mukalla—with a number of small fishing port cities. Custom duties from all seaports in Yemen generated approxi-
mately 70 percent of total customs revenues. The Hodeidah seaport accounted for 50 percent of the total revenues from 
seaports and 40 percent of the total revenues from custom duties and taxes generated by the Customs Authority in 2013, 
which amounted to more than US$1.0 billion. 

The majority of roads, bridges, ports, and airports have sustained serious damages due to the war and conflict. About 
27 percent of the total intra-urban road network shows some degree of damage, and 1,511 kilometers have been com-
pletely destroyed.

Road infrastructure damage is extensive, with Al Hazm having the highest damage, at 70 percent, followed by Taiz 
and Sa’da at 51 percent. In terms of kilometers of road damaged, Sana’a (396 km), Hodeidah (254 km), and Taiz (218 
km) have the highest number, representing nearly 60 percent of the total. 

Damage has also been incurred to ports, including the Port of Hodeidah, significantly hampering its capacity. Mean-
while, Sana’a, Aden, Hodeidah, and Taiz airports sustained heavy damage, and remain closed or have had limited op-
erations since the start of the conflict. 

Total intra-cities road damage cost estimates range between US$240 million and US$293 million. Road damage 

Transport Sector:
Sectoral Damage Assessment 



GDP $$ YEMENYEMEENN
SOCCIO-ECONOMICSOCCIO-ECONOMIC

UPDATE

GDDP $$ YEMEENYEMEN

SOCIO-ECONOMICCSOCIO-ECONOMIC

UUPDATE

UUPDATEGDP $$ YEMENYEMEN

SOCIO-ECONOOMIC

Issue (51) August, 2020     Page 18 Yemen Socio-Economic Update

costs in Sana’a, Aden, Taiz, and Hodeidah are the greatest, accounting for roughly 80 percent of the total costs. This is 
because about 83 percent of the total road length is located in these 4 major cities. In terms of the intensity of damage, 
over 50 percent of the transport assets - including bridges, ports and airports - incurred damage, at an estimated cost of 
US$780–953 million. 

Overall recovery and reconstruction needs in the transport sector in the 16 cities assessed are estimated to be between 
US$363 million and US$443 million over a five-year period. This estimate becomes US$1.178–1.440 million for 15 
governorates(42).

The WASH sector’s recovery and reconstruction costs are estimated between US$763 and US$932 million. Sana’a 
has the highest reconstruction needs of about US$196 million, followed by Aden (US$159 million), and Taiz (US$460 
million). Al Hazm has the smallest financing needs, at no more than US$5 million over five years.

Given its economic importance, attention during the reconstruction process should be given at the outset to roads 
and bridges connecting the main cities of Aden, Taiz, Hodeidah and Sana’a, including damaged facilities. In addition, 
the Port of Hodeidah needs to be restored, as Yemen imports nearly 90 percent of its food through this crucial facility. 
Likewise, Sana’a International Airport, the largest hub of passenger air travel, needs to be fully reopened to build trust 
in the Yemeni peace process.

Priorities for the transport sector in the short term include, among others, rebuilding 5,000–6,000 km of critical roads, 
rehabilitating crucial airports in (Aden, Sana’a, Taiz) and ports (Aden, Mocha, Hodeidah). In the medium to long term, 
the business-as- usual functioning of the Ministry of Public Works and Highways (MoPWH) needs to be reestablished. 
It will also be critical to restore sustainable financing to the sector. 

It is essential to secure fuel supplies in order to operate facilities such as pumping stations, wastewater treatment 
plants, and wells. While fuel is an expensive energy source and suboptimal due to greenhouse gas emissions and the 
limited scope of its application, it is a practical one when time is short. In the medium term, off-grid renewable energy 
solutions like solar and wind could be better utilized. In the long term, electricity generation and transmission infra-
structure needs to be rehabilitated to ensure a reliable and affordable energy supply. There is also a need to repair or 
replace equipment and machinery of this sector. It will be crucial to nurture the capacity of WASH sector institutions so 
that any recovery efforts are sustained and WASH service delivery and access continue to improve.

Needs Assessment

Needs Assessment

Recovery and Reconstruction Priorities

Recovery and Reconstruction Priorities

Yemen has long suffered from acute water scarcity. Water and sanitation supply have been affected by nearly 38%, 
of which 10% have been destroyed. In terms of damaged facilities, Taiz and Hodeidah are on top at 60% each. As for 
the total estimated losses in dollars, it was for the city of Sana’a (25%, with an amount of $ 86 million), followed by 
Aden and Taiz at (18%, with an amount ranging between 52 to 63 million dollars for Aden and 51 to 63 $ million for 
Taiz), then Hodeidah (13%, 36-44 million dollars). The total damage to the water and sanitation sector was estimated 
at between $ 283 and $ 346 million.

The house price-to-income ratio in Yemen was 17:2, which is exceptionally high compared to well-functioning labor 
markets (5: 3). There are many restrictions imposed on the supply side as well as the demand side related to the housing 
sector, not to mention problems related to the management of land ownership, including land registration and dispute 
settlement.

Due to the conflict and war, 41 percent of all housing assets have been subject to damage. Taiz, Mocha, and Sa’ada 
have been severely affected, with more than 60 percent of their housing stock damaged. 

Water, Sanitation, and Hygiene Sector:

Housing Sector:

Sectoral Damage Assessment 

Sectoral Damage Assessment

(42) These governorates are: Sana’a, Aden, Taiz, Abyan, Hodeidah, Lahj, Ma’rib, Shabwa, Amanat Al Asima, Dhale’, Sa’da, Baidha’a, Jawf, Amran, Dhamar.
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In Sana’a, the largest city in Yemen, 40 percent of the housing stock has been affected to some extent. Given the large 
size of Sana’a, its damaged housing stock alone represents 38 percent of all damage in the 16 cities. Sana’a, together 
with Taiz, Aden, Hodeidah, and Sa’da, represent more than 90 percent of the damaged housing stock. Total damage to 
the housing sector is estimated to range between US$5.1 billion and US$6.2 billion.

The repair of damaged structures alone is estimated at US$7.6–9.3 billion. Under the assumption that all identified 
needs would be addressed in five years (which is an optimistic scenario in this case) and spread equally over the years, 
the share of needs to be met each year is estimated at US$1.5–1.9 billion, a huge undertaking, amounting to almost 5 
percent of Yemen’s pre-conflict nominal GDP.

In the short term, it is important to articulate a strategy to address the shelter needs of the conflict-affected popula-
tion. Ideally, this strategy should be part of a broader housing policy framework for the entire sector. At the long term, 
launching a series of reforms to address the systemic issues facing the housing sector, along the supply and demand 
value chain.

Reconstruction, both at the institutional and social peacebuilding dimension, represents a unique opportunity to re-
draft a new social contract that: 1) Lays the foundations for building the Yemeni state with its constants i.e. republican 
system, democracy and unity, with rights and freedoms being guaranteed, 2) Ensures a state of institutions, law, equal 
citizenship and just distribution of power and wealth, 3) Improves inter-community relations according to constitutional 
foundations, that educate the human being the key driver of development and construction.

In this context, it is of paramount importance to focus on restoring political, security and economic stability and 
strengthening state building as key dimensions of the reconstruction and peacebuilding. This can be attained by build-
ing an inclusive development framework (a national recovery and reconstruction program) that expresses the aspira-
tions of the Yemeni people that can better respond to the current and future challenges facing the country. The issue of 
institutional building as part of the recovery and reconstruction program is highly important as these institutions assume 
a leading role in the recovery, reconstruction and development programs.

1. Drafting a new social, economic and institutional contract (constitution) with institutional and economic focus on 
the following: 1) Strengthening the citizens’ trust on the state and its institutions, 2) Protecting the most vulnerable 
groups and 3) Creating a conducive investment climate and supportive of the private sector to promote partnership 
between the private sector and civil society organizations, including their economic and social role(43).

2. Inclusive institutional building, in the sense of focusing on rebuilding public institutions, in both their physical and 
human dimensions, including capacity building.

3. Get over past reconstruction failures for projects implemented during the period 2007-2014, due either to the lack 
of vision or will, inappropriate institutional and implementation arrangements, as well as the dominance of the re-
gional dimension and the limited independence of reconstruction funds, in addition to scarce financial resources(44).

The transition to sustainable peace requires a set of supportive elements, mainly: 

1. Reaching a comprehensive and sustainable peace agreement to end the state of conflict and war, bring the country 
back to normal, sets remedies for all challenges and problems, end street arms and limit possession of medium and 
heavy weapons in the hands of the state, in addition to regulating the possession and carry of personal arms. 

2. Make legislative and institutional adjustments to achieve transitional justice and ensure human rights are protected.

3. Promoting social cohesion by creating equitable economic opportunities for all regions, including decent work for 
all, with focus on vulnerable and most affected groups and areas. This would help tackling poverty and marginal-
ization of groups/regions to eliminate the possibility of turning to hotbeds of conflict(45) .

Needs Assessment

Recovery and Reconstruction Priorities

V: Institutional and Social Peacebuilding

Key elements for institutional building as a prerequisite in the reconstruction of infrastructure, 
production and service delivery:

Institutional Reconstruction and Social Peacebuilding Needs:

(43) World Bank, Towards Recovery and Reconstruction Plan for Yemen, May 2017.
(44) Mansour Ali Al Bashiri, Yemen’s Experience in Reconstruction, unpublished working paper, July 2017.
(45) Yemen DNA, World Bank, Phase 3, Updated 2020.



GDP $$ YEMENYEMEENN
SOCCIO-ECONOMICSOCCIO-ECONOMIC

UPDATE

GDDP $$ YEMEENYEMEN

SOCIO-ECONOMICCSOCIO-ECONOMIC

UUPDATE

UUPDATEGDP $$ YEMENYEMEN

SOCIO-ECONOOMIC

Issue (51) August, 2020     Page 20 Yemen Socio-Economic Update

4. End the division of state institutions, especially those with key role in the security, political, and economic spec-
trum. Improve public administration and financial management(46) , and promote accountability towards citizens, 
with a focus on options that would ensure inclusiveness and alienate violence and conflict.

5. Adopt political and economic reform agenda to address structural imbalances in Yemen, and approve economic 
priorities for future governments, especially macroeconomic policies designed to spur economic growth and ser-
vice delivery.

(46) Deep Roots Consulting, et al., Reconstruction and Reform in Yemen: Recommendations by the Development Champions Forum, April 2019.
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