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1. INTRODUCTION 
 
The purpose of this note is to outline the issues related to transferring USD or Saudi Rial to beneficiaries in Yemen and 
provide guidance on how cash transfers can be calculated in Yemeni Rial. This note is meant to be revised as the situation 
requires and represents the situation when it was drafted. 
 

2. CONTEXT 
 
The Yemeni Rial during the course of 2017 lost over 40% of its value against the USD and in the first two months of 2018 
has shown a high level of volatility. The Government of Yemen is currently working to put in place mechanisms to stabilise 
the currency using a loan of 2 billion USD from the Government of Saudi Arabia, however due to instability in the South 
they have limited success so far.   
 
Due to the importance of imports to the Yemeni market, the devaluation of the currency has led to an increase in the 
price of basic goods with the recommended transfer values for Food and the full Survival Minimum Expenditure basket 
having to be updated more rapidly than expected. As program budgets are in USD or EUROs, the reduction in value in USD 
terms has led to underspends of humanitarian actors and questions of if the transfers have had the desired result. 
 
As a result of this issue, some Humamanitran actors have raised the question of setting transfer values in USD and paying 
beneficiaries in USD.  
 
This issue was previously raised in a meeting of the HCT in June 2017 in which it was agreed that Humanitarian transfers 
should be made only in Yemeni Rial, but the conclusions and reasons why were not fully documented. The purpose of this 
document is to record the issues related to transferring USD and to provide guidance on how cash transfers can be 
calculated in Yemeni Rial. 

 
3. Reasons for not making USD Transfers in Yemen 

 
• There is not an immediate direct link between the devaluation of the 

Yemeni Rial and inflation of essential items. 
 
While the devaluation of the currency does have an impact on the price of essential items, it is both not the only factor 
and also does not seem to happen immediately. Looking at WFP VAM price monitoring data over the last 12 months we 
can see that basic food prices have not increased in line with the exchange rate changes. In the period of November and 
December of 2017 price monitoring by the CMWG did seem to imply a correlation but the fact that imports were also 
blocked is reported by traders to be a more significant factor. 
 
This is an area that would benefit from further research. However, our current understanding of the impact of changes in 
the value of the currency on basic prices is this; 

• Importers have to pay 100% of the cost of a shipment up to two months before it will arrive in a port, due to 
the risk of shipping to Yemen and the delays in getting EHOC permission to dock at a Yemeni Port. As a result, 
the rate used to pay for imports arriving into the country will not be the market price today, this delays the 
impact of currency changes on import prices. 

• Importers have to access significant USD amounts outside of the country in a form that will be accepted by 
international banks. As a result, they have had to pay exchange rates much higher than what is available in 
the market in Yemen. In August 2017 it was reported that to access electronic money abroad they were 
paying on average a rate of 500 YER to 1 USD. As a result, we can not be sure what rate the importers are 
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actually paying to exchange funds and what impact that could be having on the economy from just looking at 
the market rate inside Yemen.  

 

• There are systems in place to regularly monitor the prices and allow 
corrections to be made. 

 
Between the data collected by the WFP VAM unit and the price data being managed by the WASH Cluster with the 
support of the CMWG, we are receiving regular updates on the prices of all of the items in the SMEB. As a result, it is 
possible for us to keep track of the ability of the SMEB to cover the basic needs of a household and for the working group 
to make changes to the amounts as is required. It is worth noting that the SMEB includes as 20% additional amount as a 
contingency for price inflation.  
 
As a result, there is no need to use the exchange rate as an imprecise measure when we can directly track the prices of 
essential goods in the market on a monthly basis. 
 
Additionally, while Yemen is suffering from inflation, it is not yet close to the hyperinflation levels of Zimbawae for 
example in which moving from the local currency to the USD was required. 
 

• USD and Saudi Rial shortages 
 
There is currently a critical shortage of USD Liquidity inside Yemen with banks limiting the amount of USD that can be 
withdrawn. In discussions with all of the major banks and currency traders, they confirmed that their ability to make large-
scale transfers in USD would be limited and could not be guaranteed.  

 
Additionally, the value of USD notes of different ages is not the same in Yemen. A USD note printed before 2008 is valued 
a third less on the exchange market than a more recent note due to the ability to counterfeit them. As a result, an actor 
transferring in USD would have to ensure that only recently printed notes were used adding to the complications of 
program monitoring/reporting. 
 

• CFW Labour rates should be linked to the market rate for casual workers. 
 
The current guidance for determining CFW rates in Yemen is based on global guidance. This states that the rate should be 
determined via discussions with the local community to determine the current market rate for casual labour and then 
offering a rate 5 or 10% below it. 
 
This ensures that the CFW programs do not negatively impact the local labour market by incentivising workers to leave 
existing jobs to benefit from the program. If payments were made in USD or fixed in USD then the amount being offered 
for the work would likely rapidly exceed the market rate, and the fact that payments would be made in USD would likely 
make the job highly desirable resulting in households not in need joining the program. 

 

• The Government of Yemen has requested us not to. 
 
The Central Bank of Yemen in July 2016 approved Humanitarian actors to make payments to suppliers in USD due to the 
issues in the banking system (see file attached below). However, they requested that these payments be limited as much 
as possible and did not give approval for payments of USD to beneficiaries to be made so as to limit the impact of dollar 
payments on the wider economy. 
 

160831 - Payment 

in US Dollar - Letter.pdf 
 
Globally the advice concerning making payments in currency other than that of the host country is that it should only be 
done as a last resort when all other measures have been exhausted. As humanitarian transfers only reach a small 
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percentage of the population of any community, any action that has a risk to damage the local market or confidence in 
the local currency should be avoided unless absolutely essential. Currently in Yemen we have not reached that situation 
and have strong tools in place to ensure that a correct transfer value in Yemeni Rial to meet the required needs can be 
calculated as required. 

 
4. SUGGESTED APPROACH 

 
 

• CMWG members are encouraged to further establish a common way of coordinating and planning for cash-
based interventions that will reduce divergence in transfer values provided to the community and 
subsequently possible community tension. 

 

• CMWG members are encouraged to monitor inflation/fluctuations that could trigger a review of transfer 
values, using the existing mechanisms to monitor the prices of basic goods and services and the impact on the 
purchasing power of vulnerable households. 

o If not done before the SMEB and its guidance should be reviewed on a bi-annual basis review of the 
MEB and transfer value evidence and guidance 

 

• CMWG member are encouraged to list the transfer values in Yemeni Rial in all technical documents, both in 
CMWG general, e.g. SMEB & individual internal documents, e.g. SOPs,  

o In SOPs it is advised to have a footnote encouraging the currency to be left in Yemeni Rial regardless 
of exchange rate fluctuations.  

o In CMWG docs and proposals, some limited references may be made to the equivalent value in 
another currency, e.g. USD, with clear reference to the exchange rate used at that point in time.  

o Example:  The total MEB for a household of five is estimated to be approx. 52,000 yer 
o (approx. USD 108 at rate of 475 YER as of 5th February 2018). 

 

• It is recommended that all reporting e.g. the 3Ws and discussion within the CMWG be done in Yemeni Rial.  
 

• It is recommended that donor proposals, narrative section lists, the transfer values are in Rial and that they 
make it clear transfers are provided to beneficiaries in Rial, along with a clear calculation rationale into the 
donor currency.   

a. Acknowledging that budgets must be done in the currency of the donor e.g. EUR, NOK etc., then the 
budget would be done in the appropriate currency using the exchange rate of the relevant agency.  

 

• CWG Members may consider Including currency fluctuations in the risk assessment section.  
Example: “With the expected fluctuation of the transfer value over the duration of the programme  

any underspend from a gain in currency exchange will result in remaining funds allocated to more beneficiaries.” 
 

 
5. CONCLUSION 

 
The purpose of this note is to develop discussion that can hopefully move the CMWG Members closer to a common 
understanding of the context. It is expected that this document will be revised and kept up to date as the situation 
develops.  
 
CMWG Members are encouraged to share this document internally e.g. with finance teams and to provide honest 
feedback on this document so that the content can be revised to a point of satisfaction for all.  
  


