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Yemenis had long been endowed with entrepreneurial spirit 
and had been successful traders and businessmen, mainly in 
the region, South East Asia, Africa and elsewhere. They suc-
ceeded in establishing thriving civilizations that played a piv-
otal commercial role between the east and west. 

Yemen abounds with many diverse investment opportuni-
ties and potential resources. Yemen’s essential strategic lo-
cation, workforce availability and diverse climate make it a 
potential regional and international commercial center as it 
used to be in the past.

Despite the vital role of the private sector in economic ac-
tivity (contributing over 50% of the GDP) and orientation 
of the government policies to encourage the private sector 
to lead the economic growth, some obstacles and challenges 
prevented the private sector from performing the expected 
role, including the political and security instability, fragile 
infrastructure, and weak rule of law.

In light of the ongoing conflict, the private sector has un-
dergone painful shocks that went beyond the energy crisis, 
financial losses and business closure to cause physical dam-
age on over quarter of the private sector enterprises. Thus, 
hundreds of thousands of workers have lost their jobs and 
source of income.

In brief, recovering the private sector, reconstructing its 
businesses, paving a way for local investments and attracting 
foreign investments is not a choice for the government, but a 
necessity to achieve sustainable development, reduce poverty 
and build a new Yemen.

This edition highlights the war repercussions on the private 
sector in Yemen as follows:

 ● The private sector contributes about 53.7% of the GDP, and 75% of 
the gross investment. 

 ● In 2013, the political instability; poor electricity services and ram-
pant corruption were the main obstacles facing the private sector 
enterprises.

 ●  In the Doing Business report, Yemen dropped by 5 ranks from 165 
in 2015 to 170 (out of 189 economies) in 2016 (among the worst 20 
countries worldwide).

 ● Structural challenges: predominance of the family business pattern 
and small enterprises, fragile infrastructure, low skills of workers, weak 
rule of law and the weak economic, political and security stability.

 ● Emerging challenges: war and political instability, external trade 
restriction, exacerbating energy crisis, widening fiscal and monetary 
imbalances, uncertain future of business climate and difficulty to 
access credit. 

 ● Closure of 26% of businesses in the most conflict-affected areas, and 
42% of the women owned enterprises by September 2015.

 ● By September 2015, 95% of the closed enterprises sustained partial 
or total physical damage.

 ● Enterprises operating in the most affected areas have lost over 70% 
of their clientele on average by September 2015.

 ● Working hours in enterprises have been reduced by 50.6% from 13.5 
hours / day before March 2015 to 6.7 hours / day after that period.

 ● By October 2015, 41% of enterprises laid off 55% of their workforce.

        Dr. Mohammed Al-Maitami
Minister of Planning and International Cooperation

HIGHLIGHTS:

FACTS AND FIGURES

 ● The Gross Domestic Product (GDP) is expected to decrease by 
34.6%, along with an escalating inflation rate by over 30% in 
2015.

 ● The state public budget’s deficit amounted to $4.23 billion in 
2015 despite the suspension of most of the public expendi-
ture items.

 ● The exchange rate in the parallel market reached 252 YR/ USD 
in January 2016, compared to 214.9 YR/ USD during the same 
period in 2015.

 ● Power supply through the public grid has been completely 
suspended in Sana’a and many other governorates since 
more than 5 months.

 ● Fuel imports covered 89% and 16% of the local market needs 
during November and December 2015 respectively  
(OCHA, Shipment Snapshot, Jan. 2016).

 ● 14.4 million Yemenis are food insecure, and 1.8 million chil-
dren at risk of malnutrition     
(OCHA, Humanitarian Bulletin, Issue 8, Feb. 2016).

 ● 21.2 million Yemenis (82% of the population) are in need of 
humanitarian assistance, including 9.9 million children and 
2.5 million IDPs (31% children)     
(UNICEF, SitRep, 13-26 Jan. 2016).

 ● The conflict killed over 6,015 people and injured over 28,457 
others        
(OCHA, Humanitarian Bulletin, Issue 8, Feb. 2016).

Yemen’s Private Sector - In Search of a Lifeline

INTRODUCTION

Pre-War Status of the Private Sector:

Key Challenges Facing the Private Sector: 

 War Implications on the Private Sector:  
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First: Pre-War Status of the Private Sector
The private sector plays a vital role in turning the wheel of economic activity in Yemen, as it contributes about 53.7% of the Gross 

Domestic Product (GDP) at the current prices of 2014 (Apart from its contribution to the oil sector). The private sector provides employ-
ment opportunities for around 19.6% of the total employed population (The percentage would increase to 69.4% when all non- public 
sector employees are considered as private sector workers). In the field of investment, the private sector contributed about 65% of the 
total investment in 2013. Moreover, in sectors such as health care, more than half of services are provided by the private sector. Thus, 
without a viable private sector, the economic and humanitarian consequences could be disastrous.

The development plans and strategies conducted in Yemen during the past period sought to promote the role of the private sector in 
the economic life. Several regulatory and legislative reforms have been made to liberate the economy, promote the business performance 
environment and improve the investment climate.  However, those reforms and initiatives were fruitless for many reasons, including the 
weak rule of law. A manifestation of this is the lower rank of Yemen on the Doing Business indicators (See the table below) including 
getting credit, protecting investors and Paying taxes.

In practice, the private sector in Yemen suffers from numerous challenges and obstacles. According to the World Bank Enterprise Sur-
vey 2013, the private sector enterprises identified the top 10 obstacles facing them, most notably the political instability; poor electricity 
services and rampant corruption (see the figure below). The ongoing war in Yemen has undoubtedly exacerbated those obstacles, putting 
the lives of millions of Yemenis at risk of unemployment, poverty and deprivation.

Private sector contribution in the 
gross investment 2013

Employed Population by Status in Em-
ployment, Labor Force Survey 2013-14

Percent of Firms Identifying the problem as the Main Obstacle

Private sector contribution in the 
GDP at current prices, 2014

Indicator Yemen Rank
Worst regional performance Best regional Performance

Rank Economy Rank Economy
Ease of Doing Business Rank 137 188 Libya 22 UAE

Starting a Business 140 144 Libya 58 UAE

Dealing with Construction Permits 68 189 Libya 4 UAE

Getting Electricity 122 122 Yemen 4 UAE

Registering Property 44 189 Libya 4 UAE

Getting Credit 185 185 Yemen, Libya  71 Saudi Arabia

Protecting Minority Investors 162 188 Libya 43 UAE, Kuwait

Paying Taxes 135 157 Libya 1 UAE, Qatar

Trading Across Borders 134 178 Iraq 8 UAE

Enforcing Contracts 85 141 Iraq 66 Iran

Resolving Insolvency 154 189 Iraq, Libya 47 Qatar
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Public 
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46.3 %53.7 %
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Source: http://www.enterprisesurveys.org

The Republic of Yemen and the Region: Doing Business Indicators, 2015

Source: http://www.doingbusiness.org
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Closure of 26% of businesses:

Physical damage to businesses: 

Percent of Closed Enterprises by Size and Sector

Incidence of physical damage between 
partial and total across governorates 

Percent of businesses report physical damage 
because of war

1-

2-

Despite the lack of information about the war implications on the private sector, a simple picture can be drawn depending 
on the rapid surveys conducted by the Small and Micro Enterprise Promotion Service (SMEPS). The most important war 
effects are as follows:

Abyan, Taiz, Hajja, Aden, Sa’ada and Sana’a are among 
governorates that are most impacted by physical damage. A 
rapid survey conducted in these governorates by SMEPS-
UNDP, in August-Sep. 2015 indicated that 95% of enter-
prises that closed during the war did so because of partial 
and total physical damage. At the governorate level, en-
terprises operating in Taiz and Aden were most affected at 
95% and 90% respectively, while the ones in Abyan were 

the least vulnerable to physical damage at 41%. By the de-
gree of damage (total / partial), it’s noticed that the highest 
incidences of complete damages have been recorded in en-
terprises operating in Sa’ada governorate (43%). It’s vital 
to give priority to compensate the damaged business own-
ers through appropriate mechanisms in order to achieve the 
post-war economic recovery and increase opportunities to 
improve stability in the country.

A rapid survey conducted by SMEPS-UNDP, between mid-August and mid-Sep. 2015 indicated that 26% of businesses 
were forced to shut their doors for several reasons, most notably the physical damage on the private sector enterprises due 
to the ongoing war in the country, as well as the loss of capital, mounting debt and lack of electricity and fuel.

The figure below shows that the percentage of closed businesses varies based on enterprise size and sector.
By enterprise size, the medium enterpris-

es were most affected by the conflict with 
as much as 35% closing down, compared 
to 27% and 24% of small and micro busi-
nesses respectively. However, the large 
businesses were more resilient at 17% 
closure, due to their accumulated experi-
ence, large stocks and size. 

By sector, the enterprises belonging to 
the service sector (travel agencies, hotels, 
private schools and hospitals, etc) were 
most affected by the war and its implica-
tions with 35% closing down, compared 
to 29% and 20% of the ones operating in 
the industrial/ production and trading sec-
tors respectively.

By gender, Women owned enterprises 
were less resilient with 42% closing due to 
the war. This reflects that businesswomen have suffered more than their male counterparts during the current conflict.

 Second: War Implications on the Private Sector 
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Source: SMEPS & UNDP, Impact of the Yemen Crisis on Private Sector Activity, Aug.-Sep
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Source: SMEPS & UNDP, Impact of the Yemen Crisis on Private Sector Activity, Aug.-Sep., 2015
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Loss of customers and reduction of working hours:  

Layoffs and skilled labor shortage:

3-

4-

The figure below shows that between August and Sep. 2015, 
enterprises operating in the most affected areas have lost over 
70% of their clientele on average. The large enterprises were 
less affected (60%) since they have a wide customer base and 
aren’t limited only to the war-affected areas. The decline in the 
customer base is attributed to the internal displacement of about 
2.5 million people from areas where the conflict is most vicious 
to more secure areas. Other reasons include the deterioration of 
public expenditure by about - 25.8% and the sharp slowdown in 
economic activities by approximately -34.6% in 2015, thereby 
widening the unemployment gap and low income levels. Concur-
rently with this, the consumer price inflation rate has surged to 
record levels at not less than 30% in 2015. This means a slash in 

The labor market is currently experiencing structural imbal-
ances such as the increasing unemployment rates, particularly 
among the youth, as well as the decline in skills of the workforce. 
Findings of the Workforce Survey 2013-2014 indicate that 44.8% 
of the young people are neither in education nor at work, and 
only 7.9% of the labour force has tertiary education. 

The ongoing conflict in Yemen has severely affected the pri-
vate sector enterprises and their workforce. Several private sec-
tor businesses have taken proactive measures such as layoffs and 
pay cuts to reduce their expenses and survive. A questionnaire 
of the Yemen’s Business Climate Survey, conducted by SMEPS-
GIZ for August- October 2015 and implemented in Sana’a, Aden, 

the population’s purchasing power, decline in domestic demand 
for goods and services and deterioration of living standards.

As a result of the security instability, lack of electricity, fuel 
shortage and low purchasing power, working hours in enterprises 
have been reduced by 50.6% from 13.5 hours / day before March 
2015 to 6.7 hours / day after that period. This reflects the dis-
ruption of economic activities in the country. The figure below 
shows a variation in the working hours from one governorate to 
another. Sa’ada and Aden businesses see highest cuts in hours 
worked, according to the table. Considering the new develop-
ments that occurred after the survey, it is expected that the situa-
tion has improved a lot in governorates such as Aden, and wors-
ened in governorates like Taiz.

Taiz, Hadramout and Hodeida, indicated that 41% of enterprises 
laid off 55% of their workforce. Additionally, 7% of those busi-
nesses have applied pay cut by about 49% and laid off around 
64% of their workers, while 3% of them have reduced the em-
ployees’ pay by half. 

  On the other hand, the private sector enterprises are facing 
great difficulty in recruiting highly-qualified employees because 
several private businesses rely on expatriates to cover their needs 
of rare specialties but they have left the country due to the war. 
Therefore, the percentage of large businesses missing highly 
skilled labor increased from 25% during the pre-war period to 
58% after that.

Average of hours of work of Enterprises (hour/day)

Workers laid off & reduced employees’ pay

Lost customers according to enterprise size and sector 

Shortage of highly skilled labour in enterpises by size  

Source: SMEPS & GIZ, Business Climate Survey, August-October, 2015
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Emerging challenges and obstacles:

Structural challenges and obstacles:

Third: Key Challenges and Risks Facing the Private Sector
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Estimated Financial (non-damage) losses due to 
conflict (Million YR)

No. of ships berthing at ports per month in 2015

•	Predominance of the family business pattern instead of the joint-
stock and solidarity companies, making the losses fall on these fami-
lies instead of being shared by a wide range of people. This is very 
detrimental to the future of economic activities of the private sector.

•	Predominance of small enterprises in the structure of private busi-
nesses (95% of the total businesses in the industry sector), while 
large enterprises are more resilient to shocks and crises. 

•	Fragile infrastructure, such as low electricity coverage (60.7%), 
water distribution networks (28.7%) and poor transportation and 
telecommunication services. The war has exacerbated the situation 

as airports, ports, highways, bridges and electricity and water net-
works have been damaged.

•	Low skills of workers, with about 68.6% of the labour force hold-
ing the primary education certificate in 2013-2014. Highly-qualified 
expatriates have left Yemen due to the ongoing war, along with some 
Yemenis.

•	Weak economic stability, high interest rates, the crowding out im-
pact of government spending on private investment and the absence 
of financial market.

•	Weak political and security stability and weak rule of law and jus-
tice system.

External Trade Restriction:

Exacerbating energy crisis:

War and Political Instability: • Suspension of exports; thereby disrupting the export-oriented activities. 
• Import restriction and the scarcity of some imported goods, including 

drugs.
• Damages to seaports and delayed entry of ships and clearance services 

for two weeks on average.
• Increase in costs of transportation insurance on ships coming to Yemen, 

thus raising the prices of imported goods.

Widening Fiscal and Monetary Imbalances:

• Complete cut of electricity provided through the public 
grid to Sana’a and several other governorates for over five 
months.

• Fuel scarcity in 2015. Fuel has been recently provided to 
fuel stations for short periods but is mostly sold in black 
markets for higher prices (around 100% compared to the 
pre-crisis price).

• As a result, the production and service activity, especially 
in the beginning of the war, has been disrupted, leading to 
cuts in working and increase in the production, transporta-
tion, storage and marketing costs.

• Exposure of businesses to physical damage, threats and extortion.
• Damage to infrastructure such as airports, ports, highways and bridges.
• Slow political settlement discourages domestic investments and en-

courages capital flight.
• Exposure of businesses to financial losses due to conflict (See figure 

below).

• Exacerbation of the public budget deficit and decrease in 
public spending (25.8%) in 2015, thereby affecting the in-
come levels and demand for the private sector products.

• Suspension of the Public Investment Program and donor 
development funding has led to the disruption of the con-
struction sector and related activities.

• Deterioration of the national currency value and scarcity 
of foreign exchange, making it difficult to finance the im-
ports.

• Escalation of the inflation rate by more than 30% in 2015 
is expected.

• Restrictions on the movement of foreign capital and inter-
national transfers in US dollar.

Percent of fuel imports to estimated local market needs

(est. monthly fuel needs)

State budget deficit 
as percent of GDP

Total Foreign Reserves 
of CBY in Billion US $

Exchange Rate in Par-
allel  Market (YR/$)
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Uncertain future of business climate:
• Freezing the investment activities in progress or about to be implemented.
• In the doing business report, Yemen dropped by 5 ranks from 165 in 2015 

to 170 (out of 189 economies) in 2016.      
(http://www.doingbusiness.org)

Source: SMEPS & GIZ, Business Climate Survey, August-October, 2015
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Key issues Priority interventions and requirements Urgent Post-war

Addressing the energy 
crisis *

 - Providing fuel on a regular basis to reactivate the economy and ensure the 
liberalization of fuel prices.

 - Putting the fifth unit of the liquefied petroleum gas into service.
 - Resuming the work of the Marib Power Gas Station (Phase 1), and putting the 
second phase into service.

Facilitation of trade 
movement 

 -  Ensuring free movement of the external trade and reducing the non-essential 
imports that have local alternatives (temporarily).

 - Encouraging the private sector to import fuel, and make it easier to import 
drugs through airports.

 - Repairing the damaged seaports, highways, bridges and airports.

Improving access to 
funding

 -  Expanding the financing programs for medium, small and micro projects, and 
the cash-for-work projects.

 - Financing the youth self- initiative programs, as well as supporting women to 
own productive assets.

 - Assisting the private sector in risk management and development of strategies 
to cope with crises.

 - Establishing an export credit guarantee institution, as well as preparing for the 
establishment of a stock market.

Restoration of reforms 
momentum and 
adoption of economic 
confidence-building 
measures

 - Establishing a government-private sector partnership framework, as well as 
holding periodic meetings to identify the priorities and address the obstacles.

 - Mapping the investment opportunities in the field of transportation, energy to 
be implemented in partnership with the private sector.

 - Qualifying the unemployed youth in order to bridge the skills shortage gap in 
the private sector.

 - Encouraging individual and family private companies to shift into joint-stock 
companies, as well as establishing a stock market.

 - The most important confidence-building measures are to reach a serious and 
sustainable political settlement and the donors declaration to support both 
stability of the national currency and the reconstruction efforts, and to provide 
direct and sufficient support to the state public budget.

* For more details, please see YSEU, 8th edition, Oct. 2015.

Source: Federation of Chambers of Commerce and Industry, Yemen, February 2015

For more  detailed information about items in this update please contact:  Mr. Abdulmageed Albatuly     
            Email: aalbataly@gmail.com    Tel.:+967 771 555 730           www.mpic-yemen.org

Contact Person:

Annex: Samples of the war implications on the private sector enterprises in Yemen. 

Governorate Name of affected Enterprise Investment 
cost) YR)

No. of 
Employees

Enterprise 
Status Physical damage

Al-Hodeida

Mineral water, juices and soft 
drinks factory 4,503,631,000 -

not 
operating 

/ 
disrupted

Damage costs: YR 918 million

Oil and packaging materials 
factory -

563 workers
 (Out of 1065 total 

workers) have 
been laid off

Damage costs: YR 3.3 billion

Sa'ada Water Production Factory 654,000,000 25 Totally damaged

Sana'a

PVC pipe manufacturing plant 311,265,296 15 50% of stores and 10% of machinery 
damaged

Plastic footwear manufacturing 
plant 178,303,802 150 80% of stores and raw materials 

damaged

Potato chips plant 136,000,000 15 50% of stores damaged

Plastic packaging materials 
factory 197,525,092 30 2% of stores and 50% of one 

packaging machine damaged

Aden Mills and Silos 3,083,152,000 300 Store No. 2 entirely damaged 
(200,000 bran bags(

Lahj
Al-Wataniya Cement Factory 48,239,597,979 950

Stores entirely damaged and partial 
damage to the administration 
premises and machinery

Cables and transformers factory 6,450,000,000 - Totally damaged

,


