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In recent decades, Yemen has witnessed cycles of 
conflict and successive wars that have exhausted its re-
sources and hampered the unremitting efforts to build the 
state. As a result, several areas of the country remained 
deprived of basic services. Additionally,  the recurring 
conflicts ignited successive economic crises, the victims 
of which are usually ordinary Yemenis. 

Currently, people and the economy in Yemen are fac-
ing not only one crisis but the compounded crises at vari-
ous levels, and mainly the triple economic crisis in en-
ergy, liquidity and exchange rate. The crisis has resulted 
in widening the poverty gap and causing deep depriva-
tion in the country that even before the ongoing conflict 
was already among the poorest countries in the Middle 
East and North Africa (MENA) region. The findings of a 
simulation exercise on welfare changes in Yemen  dem-
onstrate that the poverty rate in Yemen was estimated at 
over 70% in 2016 compared to 49% in 2014.

This Update reviews five major sections. The first and 
second sections provide a background about the crisis 
and try to understand the transitive channels of poverty. 
The third section reviews the findings of a simulation ex-
ercise commissioned by the World Bank on the impact 
of the crisis on poverty, including the impact of the non-
payment of salaries and cash transfers. The fourth section 
tries to understand the mechanisms adopted by the poor 
to cope with the ongoing crisis, while the last section 
suggests a set of recommendations on a comprehensive 
package of support, including more investment in the 
education, social assistance, employment and associated 
infrastructure that would allow people to improve their 
living standards while building their resilience to cope 
with setbacks and the consequences of the current crisis.

IntroductIon

Impact of the Triple Economic Crisis on Poverty

The parallel exchange rate in 
June 2017.

people in need of humanitarian              
assistance in 2017.

people are food insecure 
in March 2017.

90% of the population lack ac-
cess to public electricity.

The Inflation rate                     
(end of period) in 2016

people displaced (IDPs & 
returnees) as of June 2017.

beneficiary cases awaiting 
the SWF’s cash transfers since 

early 2015.

Sources: 
* UN Agencies.
** CSO, 2017.

*** WB, June 2016. 

YER 355 / USD

20.7 million *

6 in 10 *

24.3 million *** 

11.9 % **

2.9 million *

1.5 million

First: Background    
For several decades, poverty has been a chronic and widespread 

phenomenon in Yemen. Millions of people in the country are im-
poverished, and are particularly vulnerable to a combination and/
or sequence of covariant and idiosyncratic shocks and risks. Ex-
treme poverty in the country is caused and exacerbated by the 
fact that Yemen imports at least 90% of food (such as wheat, rice 
and sugar) from abroad; prices for basic commodities, goods and 
services are constantly rising; unemployment, and underemploy-
ment are prevalent; people’s opportunities to earn income are ex-
tremely limited; public budget is not available; public salaries 
have not been paid for months; social assistance and insurance 
schemes for the poorest and most vulnerable are virtually non-
existent since early 2015; education and health systems are at the 
verge of collapse, and the most vulnerable have only very limited 
access to basic social services. 

The impacts of poverty are devastating for all the people, and 
children in particular, as they usually have lifetime consequenc-
es. The poorest children 
are likely to die earlier, 
be malnourished and miss 
school, and while children 
suffer hardest and most 
immediately, societies 
suffer too as the potential 
on the next generation is 
lost to lower productivity 
and the inter-generational 
transmission of poverty 
continues. Tackling pov-
erty and deprivation, es-
pecially in the fragile con-
text of Yemen, requires massive investment in a comprehensive 
package of anti-poverty programmes that address not only the 
current status quo, but also factors that determine potential future 
poverty and deprivation.

Prior to understanding the measures to be taken by the govern-
ment, donors and all other stakeholders to tackle poverty in the 
country, it is important to better understand the root causes of 
poverty in Yemen, including the triple economic crisis (energy, 
liquidity and the exchange rate crises) that severely affects the 
poverty situation.  

Despite some differences in the causes of the three economic 
crises and their degree of impact on poverty in Yemen, the com-
mon factor behind them is the scarcity of foreign exchange flow 
to Yemen due to the suspension of exports, limited donor support 
and collapse of the public budget. The figure (1) draws a brief 
picture of the transmission channels of the triple economic crisis’ 
impact on poverty in Yemen.

Energy
crisis

Liquidity
crisisExchange

rate crisis

Poverty aggravation
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Fuel shortage 

and absence of power

Collapse of public spending

(Salary and cash transfers crisis)

Deterioration 

of economic activities 

Yemeni Rial 

devaluation 

Price hikes, loss of income sources and limited access to basic social services

Poverty aggravation

Channels a�ecting poverty

Exchamge rate crisisLiquidity crisisExchange rate crisis

Figure(1): Triple Economic Crisis

Second: Transmission channels
1.  Fuel shortage and absence of power:

The energy crisis was the first severe shock faced by Yemen’s economy in 2015. The fuel sales of the Yemen 
Oil Products Distribution Company (YOPDC) fell by about 65.2% in 2015, accompanied by a drop in sales of 
the cooking gas by 18.5% (Yemeni General Corporation for Oil and Gas, 2015). This has resulted in low fuel 
supply that covered only a small percentage of the domestic market needs (see figure 2) because of the low fuel 
imports and the halt of operations of Aden refinery that covered about 39% of domestic fuel supply in pre-crisis 
times. Thus, Fuel prices in parallel markets increased significantly, reaching more than six times the original price 
in some months. Consequently, prices have soared, the economic activity has deteriorated and the humanitarian 
crisis has exacerbated.

Data note: The domestic demand for fuel = sales of Aden and Marib refineries to the local market + fuel imports. The demand gap is estimated as follows: (i) Fuel demand 
estimate (minimum) based on the actual fuel quantities required during 2013 (486,000 metric tons per month). (ii) Taking the monthly quantity of imports from the UN 
Logistics Cluster and the WFP - several Issues of Yemen Market Watch Report. (iii) The fuel production continued in Marib Refinery during the war but it was estimated 
as in 2013 due to the lack of data. (iv) The production data of Aden Refinery is not available, and the refinery was operated intermittently.

Giving the real situation, a severe fuel shortage took place during 2015, but it has disappeared since the 2nd half of 2016. The contrast between what the data in the 
figure and the real situation in recent months may be attributed to the decline in domestic fuel consumption due to the economic recession, the liquidity crisis, as well as 
the lack of production data of Aden Refinery.

Monthly fuel imports Monthly Production of Marib Re�nery (estimated) Monthly demand gap of fuel
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Figure(2): Updated Estimation of Monthly Demand Gap of Fuel (1000 MT) 
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In parallel, Yemen has been suffering from a chronic deficit in the production, transmission and distribution of 
electricity and power outages for consecutive hours since 1994. In 2013, Yemen’s per capita electricity consump-
tion was 243 kWh, which is about one-sixth of the regional average (WB, 2016). The public power supply in 
Yemen covered only 35% of the domestic demand in pre-crisis times (Figure 3).

Despite the relative availability of fuel in 2016-2017, fuel prices remain significantly higher than the pre-crisis. 
The increase in prices of cooking gas, gasoline and diesel in May 2017 was 81%, 41% and 43% respectively, 
compared to the pre-crisis level (WFP, May 2017). This is partly due to the inability to import fuel at the official 
exchange rate, in conjunction with the dollar exchange rate appreciation in the parallel market. Given that fuel 
is an essential input for the production, transportation, storage and marketing of other goods, prices have soared, 
unproductive commercial activities have stopped and unemployment and poverty rates have exacerbated.

Since early 2015, due to the public budget limitations, the Social Welfare Fund (SWF) cash transfers payments 
to the most disadvantaged were stopped. Today, more than 1.5 million beneficiary households or almost 8 million 
people are left without any social protection support. It is estimated that quarterly YER 22.7 billion or about YER 
90.8 billion annually (equivalent to USD 256 million per year at the parallel exchange rate of YER 355 / USD) is 
currently required to cover the SWF cash transfers programme.

The amount of cash transfer is very scant, at about YER 3000-6000 (equivalent to USD 8.5-17) for each case 
(household) per month and about USD 0.28- 0.56 for each case per day. This amount is below the extreme pov-
erty line set by the World Bank at $ 1.9 per capita per day. On the other hand, only 42% of the poor people in 
Yemen received cash transfers from the SWF in pre-crisis times (NSPMS, 2012-2013). However, the number of 
poor people has increased now and this requires to mobilize donor support to the cash transfer programme and 
increase not only the amount of the cash transfers but also the number of targeted cases.
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Figure(3): Demand Gap of Electricity before and 
During Crisis (MW)

Source: - Ministry of Electricity 2015. And report on the reconstruction in Yemen. 
              - World Bank, Yemen Country Engagement Note, June, 2016.

Since April 2015, the power sector has been going 
through the worst times, with total or almost complete 
absence of electricity in most parts of the country. The 
level of power supply had dropped from about 1,300 MW 
before the crisis to about 150 MW in June 2015 or by 
about 96% (Ministry of Electricity and Power, 2015). In 
mid-2016, at least 90% of Yemenis did not have access to 
power and the public power supply was at only 200-250 
MW, which provided power intermittently to Aden and 
Mukalla, while the rest of the country relied on individual 
sources such as private generators or solar energy panels 
(WB, 2016). The situation with power supply is almost the 
same today. This crisis is attributed to the suspension of 
the Marib Gas Power Station, that supplies 360 MW to the 
national power grid, lack of fuel and maintenance for the 
fuel oil and diesel-operated power plants and the damages 
sustained by the power sector during the war. 

Besides, the Public Electricity Corporation (PEC) was 
unable to pay salaries to its employees and, hence, almost 
stopped its operation; the productive capacity of the national economy, as a result, was negatively affected. More-
over, the private sector and affluent businesses had to bear additional financial burdens to purchase generators and 
solar systems, thereby raising the costs of goods and services, including for water and health. Poor households 
have difficulty securing access to alternative energy sources because of the high prices. This situation gets worse 
in coastal areas where people experience a kind of torment as the summer heat rises.

2.  Collapse of Public Spending:
Undoubtedly, the collapse of public expenditure has contributed strongly to exacerbating poverty in Yemen. 

The main factors that influence poverty situation are as follows:

•  Suspension of public social cash transfers:
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As mentioned above, the suspension of the public unconditional cash transfers programme has affected 1.5 mil-

lion beneficiary cases of the most disadvantaged groups in the community, including, as per the SWF beneficiary 
list of 2013, 11% disabled, 4% orphans, 24% of women without breadwinner, 27% unemployed and 34% of 
elderly people. By gender, 45% of the total affected cases are women while men represent 55%. As a result, the 
poverty gap has deepened in Yemen, especially given that in pre-crisis times 70% of the beneficiary cases used 
cash transfers as a source of income to purchase food (NSPMS, 2012-2013)

Disabled
11%

Orphans
4%

Unemployed
27%

Women
without

breadwinner
24 %

Elderly
34%

55% 45%
Male
55%

Female
45%

Figure(4): Distribution of Affected Cases by Categories % Figure(5): Distribution of Affected Cases by Gender %

Source: Social Welfare Fund, 2015. 

In 2010-2014, the salary and wages bill of the civil and military sectors, excluding the public retirees, amounted 
to 32.1% of the total public expenditures, and 11.4% of the Gross Domestic Product (GDP). In absolute numbers, 
the wages and salaries accounted for about YER 75 billion per month, of which about YER 50 billion were for the 
civil service employees. In Yemen’s career pyramid, most of the employees with low income are concentrated at 
the bottom. Ignoring this fact for a moment, the average monthly salary per employee is YER 60,111 (equivalent 
to $ 169/per employee each month at the current parallel exchange rate of YER 355/USD). More deeply, the per 
capita income in the employee’s household ($ 0.84 /day) is below the national and international poverty line and 
is not enough to secure a decent life(1). 

The liquidity crisis has had a negative impact on payment of salaries of public employees since the third quarter 
of 2016 - in addition to the low amount of public payroll, salaries have not been paid for months. More specifi-
cally, about 1.25 million public employees – or, about 6.9-8.4 million dependents, including at least 1.2 million 
children under the age of five, have been affected by this crisis during the entire period or part of it. This lack of 
public salary payments have limited people’s ability to purchase food and non-food goods and services. This has 
further deteriorated the food security situation, especially given the fact that before crisis, at least 32% of public 
employees were already food-insecure (CFSS, 2014). Additionally, the salary crisis has also affected the civil and 
military retirees registered in the General Authority for Social Security. They are among the vulnerable groups 
(the elders).

 In 2013-2014, the public sector provided employment opportunities to about 31% of the total employed popu-
lation (Labor Force Survey, 2013-2014). About 25% and 3.2% of the Yemeni households rely on government 
and pension salaries, respectively, as a main source of income (CFSS, 2016). Figure (6) indicates the distribution 
of households affected by the nonpayment of salaries and pensions at the governorate level. Residents in Abyan 
and Aden governorates are among the most affected population who depend on government salaries as a main 
source of income, while people in Hodeida and Al-Bayda governorates are the least dependent on government 
and pension salaries. However, this does not mean that the less fortunate governorates in the public job market 
have a better standard of living. On contrary, Hodeidah, for instance, is classified as one of the most food-insecure 
governorates with the highest child malnutrition rates.

•  The Salary crisis:

(1) The national poverty line is YER 10,913 (or about US$50) per capita per month in 2014 prices. In terms of 2011 PPP terms, it is about US$3.52 per 
person per day, or about US$105.6 per person per month.
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Source: Emergency Food Security and Nutrition Assessment (preliminary results), November 2016.

Figure(6): Percent of household who depends on Gov. salary and pension 
 as main source of income by governorate in 2016

The salary crisis has an indirect impact that influences the rest of community groups through the halt of opera-
tions in social service facilities and institutions, including education, health, water and electricity, as a result of the 
absence of staff. In addition to the existence of a number of indebted – more than 80% of Yemenis are found to be 
indebted (Emergency Food Security and Nutrition Assessment (EFSNA), November 2016), particularly because 
the monthly public salaries were also a source of monthly income for landlords, shop owners and some others. 
This has negative impact on the aggregate demand and results in further economic downturn, unemployment and 
poverty. Thus, the highest priority now is to resume the payment of salaries of public employees in a sustainable, 
consistent and transparent manner. 

The pre-crisis development plans gave high priority to the provision of social services, mainly education and 
health, as a basis for raising the productivity and income of the population and increasing the chances of achiev-
ing well-being for all.

 However, the situation has totally changed now with 
the suspension of not only the expenditures in social 
sectors, but also operating expenses of educational and 
health facilities and salaries of their staff, thereby af-
fecting the availability, quality and continuity of basic 
social services. As a result, early examinations were 
held for students in primary and secondary classes in 
several areas of the country. The health system is se-
verely exhausted and is unable to provide adequate 
health care to the population. Among other factors, this 
has contributed to the outbreak of diseases and epidem-
ics, including cholera. As of  July 2nd, 2017, the cholera 
outbreak in Yemen has claimed 1.587 lives, along with 
262.650 suspected cases, 47% of which are children un-
der 18. The epidemic continues to spread rapidly.  

Despite the lack of up-to-date data on public spending for social sectors, the economic crisis  and implications 
of the ongoing war have certainly left millions of Yemenis in a desperate need of humanitarian access to educa-
tion, health and clean water.

• Suspension of public social expenditures:

262,650
Suspected
cases

0.6%
Case fatality rate

88.6
Attack rate (per 10,000)

1,587
Related deaths

21 Governoratesin

287 A�ected Districts

47%  
of  cases 
are childern 
under 18

CHOLERA NUMBERS AT A GLANCE (as of 02 July 2017)

Source: https://www.humanitarianresponse.info/en/operations/yemen/health/infographics
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Recently, the exchange rate has increased sig-
nificantly, thus strongly contributing to poverty 
rates increase through two avenues as follows:

3.  Exchange Rate Appreciation:

Exchange Rate Differences ... 
Banks and the Poor

State institutions are currently facing a deficit in per-
forming their development and service functions. To 
bridge the gap, even partially, international humanitar-
ian organizations play a vital role in helping the Yemeni 
people by mobilizing external resources to fund the hu-
manitarian interventions.

To implement their programs across Yemen, these or-
ganizations deposit the external support they receive in 
foreign currencies in some Yemeni banks, but payment 
to beneficiaries is often in Yemeni Riyal at the official 
exchange rate (YR 250 /USD), which is currently 42% 
lower than the parallel exchange rate (YR 355 / USD).

In other words, these banks get 42% of the value of lo-
cal operations while the poor and the vulnerable groups 
receive only 58%.

The official exchange rate is used practically by the 
CBY only to fund the wheat and rice imports, while 
banks are reluctant to sell the US dollars at the official 
exchange rate. Importers of basic commodities face dif-
ficulty in securing foreign exchange to fund their imports 
at the official rate and this requires quick remedies.

1. National currency devaluation: due to the 
official exchange rate increase from YER 214.9 /
USD in March 2015 to YER 250/USD in March 
2016, or by about 16.3%. Meanwhile, the paral-
lel exchange rate increased gradually from YER 
214.9/USD in March 2015 to YER 355/ USD 
on average in June 2017 with a change rate of 
65.2%. This is due to many reasons, mainly the 
depletion of foreign reserves, accompanied by the 
lack of flow of foreign currency into Yemen. This 
has led to an increase of consumer prices of food 
and non-food items. According to a study by the 
International Monetary Fund (IMF), pre-crisis, a 
1 percent depreciation in the national currency 
yields between 0.36 to 2 percent increase in infla-
tion (IMF, 2010), which weakened the purchasing 
power of the national currency and resulted in the 
erosion of savings and reduction of the real value 
of income. This means reducing the real consump-
tion and sliding of more people under the poverty 
line, especially since Yemen is a net importer of 
food, medicine, clothes and fuel(2).

2. Increase in basic commodities prices : due to to the CBY’s inability to fund fuel and sugar imports at the 
official exchange rate since August 2015 and February 2016 respectively. Currently, the importers of wheat and 
rice are facing increasing difficulties in obtaining hard currency to finance their imports.

As the transitional period of 2012-2014 demonstrated, the adoption by the CBY of the policy to fund imports of 
basic commodities (wheat, rice, sugar and fuel) at the official exchange rate was sufficient to prevent fluctuations 
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Figure (7) Official and Parallel Exchange Rate (YER/USD)

Source:CBY, January 2016- Jun. 2017, 2017.

(2) The food domestic production covers only 20-25% of the total food available in the country.
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of the exchange rate and, thereby protected the poor 
from the inflation waves. In 2013-2014, the policy re-
quired $3.4 billion on average to be implemented (see 
table (2).

Currently, Yemen’s foreign reserves are running be-
low two months of imports and continue to decline. In 
recognition of this, the donors are planning to allocate 
$ 500 million to secure the import of wheat and rice. 
To avoid the major fluctuations in the exchange mar-
ket and the sustainability of the positive impact of this 
support for the poor, more donor support should be mobilized, exports should be resumed and imports must be 
rationed.

Item/Year 2013 2014 2015 Jan.-Jun.2016

Wheat 771 812 763 279
Rice 18 48 120 84
Sugar 36 8 50 1.35
Fuel 2931 2188 969.8 49.4

Total 3756 3056 1903 414

Table (1) Imports of basic commodities and fuel fi-
nanced by the CBY (million USD)

Source:CBY, 2016.

The consumer price inflation is one of the most essential indicators that has a direct impact on the real value of 
the income of households and their ability to access basic commodities and services such as food, clothes, educa-
tion, health, housing and transportation. Therefore, it strongly affects the levels of poverty. Figure (8) indicates 
that the general trend of the consumer price inflation rate (end of period) in Yemen kept increasing constantly 
since 2008 to date. It was higher than the average inflation rate in the MENA region and the world.  

Yemenis have experienced more severe inflation waves during 2015-2016, where the cumulative inflation rate 
was about 39% in December 2016, compared to December 2014, which is about 3 and 6 times the inflation level 
in the MENA region and the world respectively.

4. Rise of Inflation and Income Shrink:

Figure No. (9) and Table No. (2) assert the existence of a major increase in prices of basic commodities such 
as food, housing, clothes, medicine, transportation and fuel during 2015 and 2016.  The cumulative inflation rate 
of food and beverages has increased by about 34.4% in December 2016, compared to December 2014, while the 
same indicator decreased in the world by about 8.4% during the same period (3).

These price hikes happen despite the shrinking effects of the liquidity crisis on the overall demand. That is 
mainly attributed to the appreciation of the US dollar exchange rate, restrictions of imports and increase in insur-
ance fees on imports. In addition to monopolizing the imports of basic commodities such as wheat, which is con-
trolled by 6 or 7 importers (WB, 2017). As a result, the living standards of citizens have deteriorated, especially 
the low-income residents, thus making more of them slide to the circle of poverty and deprivation.
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Source:CSO-Yemen, Consumer Price Inflation  rate, December 2016. And MOPIC, Inflation forecasting for 2017, 2017.
               IMF data base: http://www.imf.org/external/datamapper/PCPIEPCH@WEO/MEQ 

Figure (8) Inflation rate, end of period consumer prices (annual % change)

(3) http://www.indexmundi.com/commodities/?commodity=food-and-beverage-price-index&months=120
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Figure (9) Consumer price index of selected commodities during December 
2008- December 2016 

Food and beverages 34.4

Clothes  36.1

Pharmaceutical 
products (medicine) 31.1

Housing and its 
requirements(4) 44.7

Education and its 
requirements 14.9

Transportation fees 56.5

Power, gas and fuel 63.5

Table (2) 
Cumulative Inflation Rates

 (Dec. 2016/ Dec. 2014) (%)

On another hand, the exacerbation of inflation levels in Yemen was accompanied by severe shrinking in the per 
capita income of GDP at the current prices from about $1,287 in 2014 to $ 678 in 2016, by cumulative change 
rate 47.3%. Taking into consideration the large variance in income distribution in Yemen, the majority of people 
has really slid under the national poverty line estimated at $600 per person per year. Figure (10) indicates the 
existence of chronic decline in Yemen’s per capita share of GDP at the current prices, compared to the average 
per capita income worldwide, in the MENA region and in similar countries such as Egypt, Sudan and Tunisia.

The shrinking of income recently is attributed to the negative effects of the ongoing war and the following 
damages and economic and social crises, most notably the energy, liquidity and exchange rate crises that reduced 
the purchasing power, deepened the economic downturn and left more than half of the households dependent on 
credit to buy food (EFSNA, 2016).
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Source:  CSO-Yemen, National Accounts, 2015. And MOPIC-Yemen, updated forecasting of GDP for 2016, 2017. 
               IMF data base: http://www.imf.org/external/datamapper/NGDPDPC@WEO/MEQ/MENA/EGY/SDN/YEM/LBY/TUN/WEOWORLD.

Figure (10) Nominal GDP per capita (U.S. dollars per capita)

(4) The rise in the housing index and its requirements is not attributed to the increase in the rents for housing, which remained almost constant at the 
national level during 2014-2016, but due to the increase in prices of other items such as maintenance, electricity, gas, fuel and water.
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Third: Impact of the Triple Crisis on Poverty: 
Poverty in Yemen is a chronic problem that has spread across generations, where 40.1 % of the total popula-

tion were living below the national poverty line in 1998. Despite the relative success of the national development 
plans and programs in alleviating poverty to about 35% in 2005, the successive economic, political and security 
shocks sustained by the national economy after that have undermined those modest achievements and raised the 
poverty rate to about 49% in 2014 (Household Budget Survey (HBS), 2014). This means that one out of about 
two Yemenis was living below the national poverty line estimated at YER 10,913 (around $ 50) per capita per 
month at the prices of 2014.

However, the current humanitarian and economic situation is tragic. Despite the current lack of updated pov-
erty survey data, the reality scenes indicate that poverty has reached alarming levels. The results of a preliminary 
simulation scenario carried out by World Bank experts based on the Household Budget Survey data of 2014 show 
that the poverty rate has increased markedly as follows:

The poverty rate is estimated at 70.9% in 2016 compared to 49% in 2014. This scenario takes into account the 
impact of the economic crisis’ indicators on poverty, including changes in income, prices and employment over 
the past two years.

The poverty rate was estimated at 75% in 2016, with an increase of 4.1 percentage points from the baseline 
scenario. This scenario is based on the same assumptions as the baseline scenario in addition to the impact of the 
salary crisis.

The poverty rate was estimated at 75.3% in 2016, with an increase of 0.3 percentage points compared to the 
second scenario. This scenario is based on the same assumptions of the second scenario as well as the impact of 
the suspension of the cash transfers provided to the beneficiary cases of the SWF. The low impact of the suspen-
sion of cash transfers on the poverty rate (0.3 percentage points) is attributed to the fact that the unconditional 
cash transfers program’s beneficiaries are already among the poorest groups and the amount of cash transfers 
represents only a small part of the national poverty line. They are likely to have moved further below the poverty 
line due to the severity of the triple economic crisis. 

1. Baseline scenario:

2. Baseline scenario + Nonpayment of public employees’ salaries:

3. Baseline scenario + Nonpayment of salaries + Suspension of cash transfers:

Source: Experts of analyzing Household Budget Survey results 2014 - World Bank, welfare changes in Yemen (updated simulation - unpublished), 2017.

Figure (11) Simulated Poverty Under Different Scenarios
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Fourth: Coping Strategies of Poor Households:
Poor households are forced to adopt more than one choice to cope with the repercussions of the economic crisis 

that deepened the level of poverty and food deprivation. The strategies related  to food consumption which Ye-
meni households resort to include: using less preferable and cheaper food items, decreasing the size and number 
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of meals, borrowing to buy food, relying on assistance from friends or relatives and restricting the consumption 
of adults for the sake of children. 

Figure (12) indicates that Yemeni 
households had to increase the percent-
age of reliance on negative strategies 
to cope with the economic crisis in the 
country. Consuming the less preferable 
food is the most common coping strat-
egy used by the Yemeni households 
by 54.5% in 2016, compared to 44% 
in 2014, while reducing the number of 
meals was the less common strategy. 

Concerning the coping strategies relat-
ed to livelihoods, 26.5% of households 
decreased their spending on education 
and health. 2.1% of the households 
made their kids stop going to school, 
while 16.5% had to sell some of their 
home furniture. It was found out that over 50% of households purchases food on credit, in addition to using their 
savings. 

20162014
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Limit 
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Restrict 
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Source: Emergency Food Security and Nutrition Assessment (preliminary results), November 2016.

Figure (12) Food consumption-related coping strategies

Fifth: Priority Interventions:
Poverty is a cross-cutting issue that requires comprehensive and integrated programs on the long, medium and 

short terms. The following is a selected package of urgent interventions to avoid the expansion of poverty in Ye-
men:

Issues Risks and obstacles Immediate priorities Impact on poverty

Lack of fuel 
and electricity

- Lack of fuel and 
maintenance for the 
fuel oil and diesel-
operated power plants.

- Suspension of the 
Marib gas power 
station.

- Conflict in areas of 
power transmission 
lines.

- Liberalizing the electricity prices (at 
the prime cost temporarily) to ensure 
the operation of fuel oil and diesel 
power stations.

- Reaching settlements to neutralize 
electricity from conflict, as well as re-
operating the Marib gas power station 
(Phase 1).

- Providing tax and customs exemptions 
for alternative energy imports.

- Paying salaries of 
electricity staff.

- Operating the basic 
service facilities, 
activating the economic 
activity.

- Alleviating the suffering 
of residents, especially 
in hot coastal areas.

- Decline of oil products 
refining in Aden 
Refinery.  

- Fuel shortage and high 
prices in local markets.

- Reaching economic settlements to 
provide light crude oil from Marib 
to Aden Refinery and sell the oil in 
Rass Essa to cover salaries of public 
employees. 

- Regulating the fuel imports and prices 
in local markets.  

- Refining 39% of the 
domestic fuel supply, 
thereby, reducing 
the pressure on the 
exchange rate and 
inflation.

2-1
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Issues Risks and obstacles Immediate priorities Impact on poverty

Public 
spending 
collapse 

- Suspension of the cash 
transfers for 30 months. 

- Low mount of the cash 
transfer and higher 
number of poor people.  

- Expediting the payment of the cash transfers 
to the SWF beneficiaries on a regular basis.

- Increasing the amount of the cash transfers 
and the number of targeted cases.

- Alleviating the 
humanitarian 
crisis in the 
country.

- Non-payment of 
salaries of public 
employees and retirees. 

- Low efficiency, 
productivity and 
amount of the 
government salary.

- Resuming the payment of public employees 
in a sustainable, consistent and transparent 
manner. 

- Taking the low-income public employees 
into account in humanitarian assistance.

- Applying the biometric fingerprint system 
to remove the double-dippers and ghost 
employees.

- Alleviating 
poverty in the 
country and avoid 
total deficit of 
state institutions.

- Reducing the 
debt crisis 
affecting 80% of 
Yemenis.

- Suspension of the 
operating expenses of 
basic social services.

- Providing operating expenses for basic 
services, particularly health and water.

- Improving access 
to basic social 
services

Appreciation 
of the US dollar 
exchange rate

- Difficulty to finance basic 
commodity imports at the 
official exchange rate.

- Appreciation of the US 
dollar exchange rate. 

- Mobilizing donor support to find sustainable 
financing facilities to import wheat, rice and 
medicine at the official exchange rate and 
rationalizing imports.

- Resuming exports, and searching for a cash 
deposit to be placed at the CBY. 

- Having access 
to medicine, 
wheat and rice at 
reasonable prices.

- Reducing the 
devaluation of the 
national currency.

- Banks› acquisition of 
more than 40% of the 
value of local operations 
carried out by NGOs 
in Yemeni riyal due to 
the difference between 
the official and parallel 
exchange rate.

- Paying the cash assistance to beneficiaries in 
US dollar or announcing competitive auctions 
between banks to buy the foreign exchange.

- Monitoring the foreign exchange deposits in 
banks that are converted to Yemeni riyal at the 
official exchange rate, as well as ensuring that 
they are used to finance imports of wheat and 
rice.

- Maximizing the 
access of poor and 
vulnerable groups 
to humanitarian 
assistance provided 
by the donors.

Rise of inflation 
and income 

shrink

- Escalation of inflation 
rate.

- Monopolization of 
basic commodity 
imports. 

- Studying the bottlenecks that cause high 
prices of commodities and finding remedies. 

- Encouraging competition, fighting monopoly 
and monitoring the basic commodity prices.

- Reducing 
inflation

- Shrink and loss of 
income.

- Developing institutional frameworks for 
the mobilization, development and use of 
endowments and zakat resources.

- Raising awareness about social solidarity.
- Expanding the cash-for-work program and 
the livelihood programs, and increasing the 
support provided to the Public Works Project. 

- Assisting rural women to possess productive 
assets.

- Stimulating the 
social solidarity 
values and 
alleviating the 
suffering of the 
poor.

- Generating job 
opportunities for 
the youth and 
livelihoods for 
residents.

2-2
Priority Interventions (Cont.):
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