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Summary 

•	 Finding	a	political	solution	for	the	war	in	Yemen	is	key,	but	so	is	planning for the day after. 
 Addressing	urgent	humanitarian	needs	and	providing	security	 for	population	centres	 
	 and	critical	infrastructure	will	be	vital	priorities.	

•	 In	addition,	to	gain	trust	and	keep	momentum,	the	government	should launch a set of  
 early economic recovery initiatives	to	generate	quick,	tangible	and	positive	results.

•	 Yemen will not have funds or expertise	 for	 such	 initiatives.	 Members	 of	 the	 
 international	 community	 are	 likely	 to	 play	 an	 important	 role	 in	 recovery	 and	 
	 reconstruction	initiatives.	

•	 Initiatives	need	to	be	context-specific and conflict-sensitive.	They	should	contribute	to	 
	 de-escalation,	promote	peace	and	move	 local	economies	 (and	especially	 young	men)	 
	 away	from	relying	on	combat	or	criminal	activities.

•	 A	 smooth	 transition	 from	 humanitarian	 support	 to	 recovery	 and	 reconstruction	 
	 initiatives	is	needed.	Aid-dependency should be avoided	and	the	local	population	should	 
	 be	incentivized	to	(re)start	a	productive	life.

•	 Policy-makers	need	to	design	interventions	that	also	provide	a	foundation for tackling  
 the long-term challenges,	which	 include	a	young	and	growing	population,	 the	steady	 
	 depletion	 of	 energy	 reserves,	 water	 and	 food	 scarcity,	 unsustainable	 fiscal	 and	 
	 external	balances,	weak	local	governance	and	limited	absorption	capacity.

•	 Initiatives to prioritise should	focus	on	bringing	monetary	and	fiscal	stability,	generating	 
	 short	 term	 employment	 in	 reconstruction,	 increasing	 agricultural	 self-reliance	 and	 
	 creating	relevant	human	capital.	

•	 To	increase	monetary and fiscal stability,	the	Yemeni	authorities	will	need	to	bring	down	 
	 prices,	secure	vital	imports	and	restore	confidence	in	the	local	currency.	Direct	budget	 
	 support,	when	earmarked	and	monitored	adequately,	can	help.	

•	 Labour-intensive reconstruction projects,	such	as	in	infrastructure,	can	provide	large- 
	 scale	employment	for	unskilled	(male)	youth,	help	reinsert	ex-combatants	into	society	 
	 and	help	rebuild	and	redesign	infrastructure	and	public	services.

•	 To	 increase	 employment	 and	 self-reliance in the agricultural sector,	 Yemen	 could	 
	 implement	a	robust	incentives-based	substitution	strategy	towards	crops	that	use	less	 
	 water	and	are	less	harmful	than	qat.	

•	Education creates alternatives for ex-combatants and the unemployed,	while	promoting	 
	 schooling	for	girls	will	have	a	decelerating	effect	on	the	unsustainable	population	growth.	

•	 Yemen is in dire need of success stories.	Recovery	initiatives	should	tie	into	a	general	 
	 public	awareness	campaign	aimed	at	providing Yemen’s youth with a sense of purpose  
 and	ownership	in	rebuilding	a	country.	
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Yemen’s	politicians	are	working	towards	a	permanent	
ceasefire	 and	 a	 framework	 for	 peace	 negotiations.	
Crafting	 a	 viable	 political	 agreement	 is	 key	 for	 any	
progress	 in	 Yemen,	 but	 so	 is	 planning	 for	 the	 day	
after.	This	EDA	Insight	focuses	on	the	early	economic	
initiatives	 a	 legitimate	 Yemeni	 government	 could	
undertake	 to	 instill	 in	 its	 citizens	 a	 sense	 of	 positive	
change.	

After	 discussing	 the	 short-term	 and	 longer-term	
trends	 in	 Yemen’s	 economy,	 the	 analysis	 singles	 out	
a	 set	 of	 economic	 and	 other	 recovery	 initiatives	 that	
could	 generate	 quick,	 tangible	 and	 visible	 results.	 At	
the	same	time,	these	initiatives	should	be	designed	in	
a	way	that	it	helps	Yemen	prepare	for	the	tremendous	
economic	and	other	challenges	that	lie	ahead	–	many	
of	which	predate	 the	war.	

Planning Recovery Initiatives
This	EDA	Insight	will	focus	primarily	on	early	economic	
recovery.	Figure	1	provides	a	rough,	schematic	idea	of	
where	such	initiatives	fit	in	the	overall	transition	from	
war	 to	 peace.	Given	 the	 overlapping	 objectives,	 early	
economic	recovery	 initiatives	tend	to	blend	ideas	and	
practices	 from	 different	 policy	 areas.	 This	 includes	

What is the Issue? 

thinking	 about	 humanitarian	 assistance,	 economic	
growth	and	development,	peacebuilding	and	human	
security	 as	 well	 as	 state	 building	 and	 governance.		
Trade-offs	and	tensions	will	exist	in	particular	between	
development	 objectives	 and	 security	 objectives.
While	 there	 is	 no	 pre-defined	 set	 of	 growth-
enhancing	 and	 confidence-building	 policy	 initiatives	
that	 guarantees	 success	 in	 an	 immediate,	 fragile,	
post-conflict	 situation,	 major	 country	 donors	 and	
international	 organizations	 broadly	 agree	 the	
following:	

•	Policy	 initiatives	 need	 to	 be	 context-specific	 and	 
	 above	all	conflict-sensitive.2		They	should	contribute	 
	 to	 de-escalation,	 promote	 peace	 and	 move	 local	 
	 economies	 (and	 young	 men	 in	 particular)	 away	 
	 from	 relying	 on	 combat	 or	 criminal	 activities.	 As	 
	 such,	policy	planners	need	to	be	well	aware	of	local	 
	 social	dynamics	and	have	an	excellent	understanding	 
	 about	what	economic	activities,	executed	by	which	 
	 communities,	could	possibly	 trigger	a	relapse	 into	 
	 conflict.	Over	 the	years,	national	and	 international	 
	 organizations	 have	 developed	 a	 range	 of	 conflict	 
	 analysis	 tools	 to	 be	 used	 for	 these	 planning	 
	 purposes.3  

Transition from War to Peace: overlapping objectives
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•	Tensions	exist	between	 the	need	 to	act	quickly	and	 
	 decisively	 and	 the	need	 to	 engage	 local	 authorities	 
	 in	 order	 to	 promote	 self-reliability.	 At	 a	 minimum,	 
	 initiatives	should	receive	 the	buy-in	of	 relevant	and	 
	 legitimate	local	institutions,	which	can	provide	critical	 
	 knowledge	 of	 the	 local	 context.	 Policy	 planners	 
	 should	nonetheless	remain	realistic	about	the	often	 
	 limited	absorptive	capacity	of	local	institutions.	

•	Prioritization	 and	 sequencing	 is	 critical	 in	 an	 early	 
	 post-conflict	 situation.	 However,	 getting	 this	 right	 
	 depends	 on	 the	 specific	 situation,	 the	 domestic	 
	 capabilities	and	the	availability	of	funding.	The	main	 
	 challenge	is	to	ensure	a	smooth	transition	from	aid	 
	 aimed	 at	 emergency	 and	 humanitarian	 support,	 to	 
	 aid	aimed	at	recovery	and	reconstruction.	Providing	 
	 humanitarian	 aid	 for	 too	 long	 carries	 a	 risk	 of	 
	 creating	 aid-dependent	 communities.	 And	 that	 will	 
	 reduce	incentives	for	the	local	population	to	(re)start	 
	 a	productive	life.

The Current State of Yemen’s Economy 
Working	 towards	 political	 stability	 has	 to	 go	 hand	 in	
hand	 with	 addressing	 Yemen’s	 extremely	 vulnerable	
economic	situation.	A	sample	from	the	available	–	be	
it	imperfect	–	2015	statistics	illustrates	the	direness	of	
the	 current	 situation.	

With	a	fiscal break-even oil price	for	2015	estimated	at	
$1574	,	Yemen	is	far	away	from	balancing	its	books.	The	
fiscal	deficit	is	set	to	widen	to	around	18%.5		Crude	oil	
production,	the	main	source	of	government	revenues,	
declined	 from	on	average	127,000	barrels	per	day	 in	
2014	to	around	44,000	barrels	per	day	by	July	2015.6

International	 oil	 companies	 halted	 production	 and	
evacuated	 their	 staff,	 while	 Yemen’s	 relatively	 new	
Liquefied	 Natural	 Gas	 (LNG)	 facilities	 at	 Balhaf	 shut	
down	 in	April	2015.	The	 fall	 in	oil	production	has	 led	
to	a	sharp	decrease	in	export	earnings	and	despite	a	
simultaneous	drop	 in	 imports	due	 to	 the	conflict	and	
delays	 at	 entry	 ports,	 Yemen’s	 foreign	 reserves	 are	
believed	 to	 have	 fallen	 below	 $3bn.7	 Yemen	 saw	 its	
2015	 real	 GDP	 decline	 with	 around	 38%.8

At	the	household	level,	disposable	income,	discretionary	
income	 and	 purchasing	 power	 are	 depressed	 due	 to	
rising	unemployment	and	higher	prices.	The	Economist	
Intelligence	Unit	estimates	that,	for	2015,	inflation	has	
averaged	around	24%.9  

According	to	the	official	statistics,	only	one	out	of	five	
young	people	in	Yemen	is	currently	employed.	Broken	
down	in	gender	terms,	this	means	one	out	of	three	for	
young	men	 and	 one	 out	 of	 forty	 for	 young	women.10  
In	December	2015,	the	UN	Office	for	the	Coordination	
of	Humanitarian	Affairs	 (OCHA)	estimated	that	nearly	
six	 in	 ten	 Yemenis	 were	 in	 need	 of	 basic	 livelihood	 
support.	11

Long-term Challenges in Yemen’s 
Political Economy
The	statistics	of	the	previous	section	provide	a	snapshot	
of	the	stark	economic	challenges	facing	the	people	of	
Yemen.	To	help	the	Yemeni	rebuild	their	economy	and	
their	 livelihoods,	 in	 a	 way	 that	 will	 support	 stability,	
the	 Government	 of	 Yemen,	 with	 the	 support	 of	 the	
international	community,	should	identify	a	priority	set	
of	early	economic	recovery	initiatives.	These	initiatives	
should	be	designed	in	a	way	that	builds	a	foundation	for	
addressing	Yemen’s	fundamental	long-term	economic	
challenges.	Many	of	these	predate	the	current	war	and	
will	keep	fueling	conflict,	if	remained	unaddressed.	Key	
among	these	trends	and	challenges	are:

•	a	young	and	growing	population;
•	a	steady	depletion	of	energy	reserves;
•	a	potential	increase	in	water	and	food	scarcity;
•	unsustainable	fiscal	and	external	balances;	and
•	weak	 local	 governance	 and	 limited	 absorption	 
	 capacity.

A young and growing population 

Between	 1990	 and	 2015,	 Yemen’s	 population	 grew	
from	12	million	to	26.2	million	people.12	 In	the	same	
period,	the	country’s	overall	fertility	rate	dropped	from	
8.6	to	4.1.	This	lower	figure	still	translates	into	growth	
of	2.5%	per	year	and	were	it	to	continue	at	this	rate,	
Yemen’s	 population	 will	 reach	 around	 42.5	 million	
people	 by	 2050.13	 Population	 pressure	 will	 impact	
on	 Yemen’s	 infrastructure,	 its	 education	 and	 health	
care	systems,	its	labour	market	and	its	adaptability	to	
climate	 change.	

Disposable income is the money persons or households 
have left after paying taxes.

Discretionary income is the money persons or 
households have left after paying for rent, food, utilities 
and other basic needs.  

A fiscal break-even oil price is the average oil price 
needed to balance the annual government budget of a 
major oil-exporting country.

The overall fertility rate is expressed in terms of births 
per woman, representing the number of children that 
would be born to a woman if she were to live to the end 
of her childbearing years. 
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Yemen	also	has	the	youngest	population	in	the	region,	
with	a	median	age	of	18.6	years.	Of	the	total	population,	
43%	is	below	15	years	of	age	and	over	65%	below	25,	
almost	half	of	whom	are	neither	in	school,	nor	have	a	
job.14	If	nothing	changes,	rapid	population	growth	will	
swell	 the	 number	 of	 unemployed	 and	 disillusioned	
youth	even	further.	But,	when	granted	access	to	quality	
education,	 adequate	 nutrition,	 working	 institutions	
and	 job	 opportunities	 in	 a	 diversified	 economy,	 the	
youth	boom	could	also	become	a	driving	force	reaping	
a	demographic	dividend	foreseen	to	start	by	2025.	

Steady depletion of energy reserves

Yemen’s	 government	 depends	 for	 about	 three	
quarters	 of	 its	 revenue	 on	 the	 oil	 and	 gas	 sector,	
which	also	makes	up	about	90%	of	Yemen’s	exports.	
Unfortunately,	 Yemen’s	 ageing	 oil	 fields	 are	 in	 bad	
shape,	with	production	declining	since	2001.	Without	
new	discoveries,	the	oil	fields	will	be	depleted	within	
several	 years.15	 Strikes	 and	 attacks	 on	 energy	
infrastructure	have	further	deteriorated	the	situation	
and	many	 international	 companies	 have	 withdrawn	
from	Yemen	 in	recent	years.	With	oil	prices	 forecast	
to	 remain	 low	 for	 the	 coming	 years,	 companies	 are	
unlikely	 to	 consider	 Yemen	 as	 a	 lucrative	 place	 for	
operations	 any	 time	 soon.	

With	 domestic	 demand	 for	 energy	 growing,	 there	
will	 also	 be	 little	 left	 for	 foreign	 currency	 earning	
exports.16	 As	 a	 result,	 Yemeni	 authorities	 will	 need	
to	 think	 seriously	 about	 the	 government’s	 revenue	
stream	 after	 the	 depletion	 of	 oil	 fields.	 Natural	 gas	
has	started	to	emerge	in	recent	years	as	a	promising	
export	product	and	Yemen’s	LNG’s	facilities	are	likely	
to	 restart	 when	 the	 conflict	 eases.	 Still,	 the	 move	 
into	 natural	 gas	 does	 not	 reduce	 the	 country’s	
dependence	 on	 the	 hydrocarbons	 sector,	 nor	 is	
it	 a	 labour-intensive	 sector	 that	 will	 contribute	
significantly	 to	 diversification	 and	 job	 creation	 in	
Yemen.	

Potential increase in water and food scarcity 

With	little	rainfall,	Yemen’s	domestic	water	supply	is	
mostly	 generated	 from	 subterranean	 aquifers.	 The	
majority	of	the	water	pumps	used	for	extraction	run	
on	diesel	(an	imported	good)	and	90%	of	the	water	is	
used	 for	agricultural	 irrigation,	 leaving	only	10%	 for	
household	 usage.	Water	 scarcity	 is	more	 serious	 in	
the	 highlands	 and	 interiors	 than	 in	Yemen’s	 coastal	
areas.	

A	 2011	 government	 analysis	 concluded	 that	 water	
governance	 is	 very	 weak	 and	 has	 contributed	 to	
depletion.17	 Available	 groundwater	 is	 also	 unable	 to	
keep	 pace	 with	 the	 needs	 of	 a	 growing	 population.	
Some	 experts	 predict	 that	 Sana’a,	 Yemen’s	 capital,	
could	run	out	of	viable	water	supplies	as	soon	as	 in	
2017.18

Of	all	 irrigated	lands,	40%	is	used	for	the	cultivation	
of	 qat,	 a	 non-food	 crop	 that	 is	 considered	 a	 lightly	
stimulating	 drug	 and	 earns	 the	 highest	 price	 in	 the	
market	place	due	to	a	growth	 in	addiction	numbers.	
Consumption	of	qat	is	on	the	rise	and	it	is	estimated	
that	90%	of	Yemen’s	adult	males	spend	3	to	4	hours	
a	day	chewing	 the	 leaves,	while	at	 least	50%	of	 the	
women	consume	qat	regularly	and	15-20%	of	children	
younger	than	12	chew	qat	on	a	daily	basis.19

Related	to	the	scarcity	of	water	is	the	scarcity	of	food.	
According	to	the	World	Bank,	due	to	water	shortages,	
more	 than	 50%	 of	 investments	 made	 in	 Yemen’s	
countryside	 last	 less	 than	 five	 years.20	 As	 a	 result,	
Yemen	still	needs	to	import	90%	of	its	wheat,	a	vital	
ingredient	 for	 the	basic	diet	 of	 the	population.	

Food	imports	and	their	transportation	depend	heavily	
on	 the	 availability	 of	 fuel,	 diesel	 in	 particular,	 given	
that	processing	and	packaging	of	food	takes	place	in	
diesel-empowered	facilities.	However,	 increasing	the	
domestic	 agricultural	 base	 will	 increase	 domestic	
energy	 demand.	 Last	 but	 not	 least,	 food	 insecurity	
is	 expected	 to	 worsen	 due	 to	 climate	 change,	 as	
scientists	 predict	 Yemen	 will	 suffer	 more	 droughts	
and	flash	floods	in	the	future.21	On	the	bright	side,	the	
country’s	waters	 are	 extremely	 rich	 in	 fish.	 A	 lot	 of	
the	catch	is	exported	to	Asian	and	European	markets,	
but	 domestic	 fish	 consumption	 is	 increasing.	 Given	
the	 nutritious	 values	 of	 fish,	 this	 trend	 should	 be	
encouraged,	without	of	course	promoting	overfishing.			

Unsustainable fiscal and external balances   

After	 the	 drying	 up	 of	 large	 scale	 remittances	 in	
the	 1990s	 due	 to	 the	 1990-1991	 Iraq	War,	 Yemen’s	
authorities	 increasingly	 depended	 on	 oil	 revenues.	

Liquefied Natural Gas (LNG) is natural gas cooled into 
a liquid state at around -162 degree Celsius. In the 
process, the volume of the gas shrinks 600 times. This 
makes it easier to ship and store. It also makes it safer, 
as in liquid form natural gas cannot ignite. 
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For	 the	 coming	 years,	 with	 international	 oil	 prices	
expected	 to	 be	 at	 a	 low,	 Yemen	 will	 keep	 running	
structural	 deficits	 and	 will	 struggle	 servicing	 its	
international	 debts.	 The	 country’s	 already	 limited	
foreign	 currency	 reserves	 are	 likely	 to	 drop	 further,	
risking	a	balance	of	payments	crisis	and	exacerbating	
the	 difficulties	 faced	 regarding	 financing	 of	 imports	
and	 social	 protection	 mechanisms.	 Over	 the	 past	
decades,	 Gulf	 neighbors	 have	 regularly	 mitigated	
economic	 shocks	 through	 donations	 of	 oil	 and	 cash	
injections.	

The	drying	up	of	funds	being	sent	by	Yemenis	abroad	
also	changed	societal	dynamics.	Remittances	tended	
to	flow	directly	to	households	and	regions,	providing	
them	 with	 an	 independent	 source	 of	 income.	 The	
more	 top-down	 distribution	 of	 oil	 revenues	 of	 the	
past	 decades	made	 regions	more	dependent	 on	 the	
capital.	 As	 a	 result,	 public,	 centralized	 funds	 have	
often	been	used	to	reward	or	punish	specific	regions	
and	tribes,	whereas	the	money	could	have	been	used	
to	build	a	more	sustainable	economic	model	through	
diversification.	 Tax	 evasion	 remains	 another	 large	
problem,	costing	Yemen	about	$4.7bn	a	year,	with	only	
a	very	small	number	of	the	population	registered	as	
tax	 paying	 citizens.22 

Weak local governance and absorption capacity

Despite	 the	 power	 generated	 from	 the	 top-down	
distribution	 of	 oil	 revenues	 and	 other	 oil-related	
privileges,	Yemen’s	state	authorities	have	always	had	a	
limited	reach.	Much	of	Yemeni	territory	remains	under	
de	 facto	 local	 rule,	 with	 tribal	 forms	 of	 governance	
dominating.	The	state	does	not	enjoy	a	monopoly	over	
the	use	of	force	and	Yemen’s	civil	population	is	well-
armed.	With	on	average	55	guns	per	100	inhabitants,	
Yemen	has	indeed	the	second	highest	gun	density	in	
the	world	(the	United	States	tops	the	list).23

Yemen’s	 state	 authorities	 also	 rely	 on	 a	 pool	 of	
poorly	trained	and	poorly	paid	civil	servants,	working	
through	outdated	procedures.	Basic	 service	delivery	
is	 already	 problematic	 and	 as	 a	 consequence,	 the	
local	 absorption	 capacity	 for	 any	 additional	 project	
planning	and	execution	is	low.	This	has	led	to	severe	
bottlenecks	in	the	official	governance	channels,	which	
has	 in	 turn	allowed	 for	a	parallel,	powerful	network	
of	competing	elites	controlling	all	important	nodes	of	
the	 economy,	 including	 the	 oil	 industry,	 the	 import-

export	 industry,	 and	 the	 processing,	 packaging	 and	
distribution	 of	 goods.24

Weak	 local	 governance,	 low	 law	 enforcement	
capabilities	 and	 years	 of	 mismanagement	 of	 state	
resources	 have	 soured	 relations	 between	 national,	
regional	 and	 local	 authorities.	 This	 has	 translated	
into	a	trend	towards	federalism	and	created	room	for	
more	 extremist	 actors	 to	 take	 root.	 Al	 Qaeda	 in	 the	
Arabian	Peninsula	(AQAP)	has	a	long	history	in	Yemen	
and	 is	well-established	 in	Yemen’s	Hadhramaut	and	
Marib	 provinces.	 In	 April	 2015,	 it	 seized	 al-Mukalla,	
capital	 of	 Hadhramaut	 province,	 and	 set	 up	 power-
sharing	 arrangements	 with	 other	 local	 groups.	 The	
group	 is	 also	 trying	 to	 expand	 in	 Aden	 and	 more	
recently,	a	violent	competition	with	the	 local	affiliate	
of	Daesh,	Wilayat	al-Yemen,	seems	to	have	aggravated	
the	 situation.	
 
Early Recovery Initiatives in Yemen
Taking	into	account	the	above	mentioned	constraints	
and	challenges	of	Yemen’s	political	economy	as	well	
as	 the	 general	 lessons	 learned	 about	 planning	 and	
designing	 early	 recovery	 policies,	 one	 can	 suggest	
several	 relevant	 areas	 for	 early	 economic	 recovery	
initiatives.	

These	 include	 monetary	 and	 fiscal	 stability,	 short	
term	 employment	 in	 reconstruction,	 agricultural	
self-reliability	 and	 human	 capital	 creation.	 In	 a	
parallel	 effort,	 these	 recovery	 initiatives	 should	 tie	
into	a	general	public	awareness	campaign	aimed	at	
providing	Yemen’s	youth	with	a	sense	of	purpose	and	
ownership	 in	 rebuilding	 a	 country.

Policy Objective: Monetary and Fiscal Stability

Bringing	 down	 prices,	 securing	 vital	 imports	 and	
restoring	 confidence	 in	 the	 local	 currency	 are	 key	
prerequisites	 for	 growth	 and	 investment.	 Yemen’s	
oil	 and	 gas	 facilities	 and	 its	 entry	 ports	 will	 need	
to	 restore	 their	 operations	 as	 soon	 as	 possible.	
This	 should	 increase	 government	 revenues	 and	
alleviate	 the	 current	 problem	 of	 shortages	 –	 fuel	
in	 particular.	 Restoring	 the	 supply	 chains	 should	
naturally	 bring	 down	 prices	 of	 basic	 goods	 and	
lift	 the	 purchasing	 power	 of	 Yemeni	 households.	
Instead	of	 reinstating	subsidies,	Yemen’s	authorities	
should	 design	 and	 implement	 a	 fair	 and	 inclusive	
compensation	 scheme	 for	 those	 most	 affected. 

Inflation	can	also	be	curbed	by	tightening	the	money	
supply	in	the	economy.	But	at	the	same	time,	there	is	
a	need	for	 liquidity	to	finance	reconstruction	efforts.	
As	a	consequence,	the	Central	Bank	of	Yemen	might	
come	under	pressure	to	finance	the	budget	by	printing	
money,	 which	would	 again	 put	 upward	 pressure	 on	
prices.	 Also,	with	 the	 continuing	 depreciation	 of	 the	
riyal,	imports	are	likely	to	remain	costly.	

Balance of payments accounts record all economic 
transactions between the home country and the rest of 
the world.

A balance of payments crisis can occur when there 
is so much money flowing out of the country that the 
country has problems borrowing money to make up the 
difference.

6



Post-conflict	 aid	 can	 help	 with	 achieving	 monetary	
reconstruction.	 Direct	 budget	 support,	 when	
earmarked	and	monitored	adequately,	could	alleviate	
the	situation	without	putting	too	much	pressure	on	the	
domestic	 system.25	 The	 $1bn	 deposit	 in	 the	 Central	
Bank	of	Yemen	by	Saudi	Arabia	 in	2012	was	a	case	
in	 point.		

The	 Yemeni	 economy	 could	 also,	 in	 the	 long	 run,	
benefit	from	a	renewed	income	from	remittances.	In	
addition,	a	serious	discussion	needs	to	be	held	about	
the	economics	of	reconciliation	and	potential	federal	
models	 that	 would	 regionalize	 income	 sources.

Policy Objective: Short-Term Employment in 
Reconstruction

Policy	 makers	 will	 need	 to	 redirect	 Yemeni	 energy,	
especially	young	males,	away	from	war	and	towards	
productive	 peace-building	 activities.	 This	 could	 be	
done	 by	 creating	 simple,	 short	 term	 employment	
opportunities	 that	 help	 rebuild	 the	 country.	 When	
designed	 correctly,	 labour-intensive	 reconstruction	
projects	 can	 provide	 large-scale	 employment	 for	
unskilled	 (male)	 youth,	 help	 reinsert	 ex-combatants	
into	 society	 and	 at	 the	 same	 time	 help	 rebuild	 and	
where	necessary	redesign	infrastructure,	community	
buildings	 and	 public	 services.

Employment	 provides	 a	 daily	 routine	 and	 increases	
household	 income	 and	 can	 also	 be	 a	 tool	 for	
reconciliation.	 Jobs	 in	 reconstruction	 can	 help	 build	
a	sense	of	joint	ownership	and	a	stake	in	a	country’s	
own	 recovery.	 To	 identify	 projects,	 Yemen’s	 Public	
Investment	Program	could	be	used	as	a	base,	though	
the	listed	projects	will	need	to	be	updated	to	take	into	
account	war	damage	and	be	made	conflict-sensitive.	
Project	design	can	at	 the	same	time	build	 in	critical	
technical	 adjustments	 in	 the	 networks	 of	 water,	
energy,	 electricity	 and	 roads,	 thereby	 potentially	
increasing	 energy-efficiency.	

To	support	such	large-scale	public	works,	appropriate	
and	efficient	 institutions	will	need	to	be	established.	
There	 thus	 needs	 to	 be	 a	 balance	 between	
reconstruction	 projects	 and	 the	 (re)building	 of	
institutions	managing	and	maintaining	these	efforts.	
Also,	 the	 risk	 of	 regional	 and	 local	 stakeholders	
manipulating	vital	infrastructure	as	a	tactic	to	enhance	
their	positions	vis-à-vis	the	state,	should	be	mitigated.	

Group	leaders	will	need	to	be	coopted,	potentially	by	
giving	them	an	incentive	to	protect	new	installations	
and	infrastructure	(instead	of	demolishing	it).		All	this	
will	also	need	the	commitment	of	key	local	leaders,	as	
local	buy-in	is	one	of	the	most	important	determinants	
of	 successful	 reconstruction	 projects.26

Policy Objective: Increasing Agricultural Self-
Reliability

Agricultural	 and	 fishery	 activities	 constitute	 22%	
of	 Yemeni	 GDP	 and	 provide	 formal	 and	 informal	
professional	activities	for	around	54%	of	the	population.		
Restoring	 the	agricultural	base	will	be	an	 important	
element	in	making	Yemen	less	dependent	on	external	
aid	and	relief	efforts,	while	at	the	same	time	creating	
jobs.	Initially,	a	lot	of	attention	will	go	to	the	provision	
of	emergency	food	aid	to	prevent	famine	and	alleviate	
malnutrition.	Nevertheless,	from	the	beginning,	these	
immediate	 relief	 supplies	 need	 to	 be	 balanced	with	
productivity-promoting	activities.	Donors	also	need	to	
be	conscious	of	the	effect	donations	can	have	on	local	
market	 dynamics.	

There	 is	 a	 trade-off	 between	 employment	 and	 the	
exhaustion	 of	 natural	 resources	 in	 Yemen.	While	 in	
the	longer	term,	policies	should	perhaps	be	aimed	at	
creating	alternative	livelihoods,	in	the	short	to	medium	
term,	 policy	makers	 could	 provide	 better	 incentives	
for	 Yemeni	 farmers	 to	 cultivate	 more	 basic	 crops,	
and	 less	 qat.	 Production	 of	 this	 narcotic	 generates	
about	 half	 a	million	 jobs,	 but	 at	 the	 same	 time	 it	 is	
estimated	 that	20	million	working	hours	are	 lost	on	
a	 daily	 basis	 due	 to	 its	 consumption.27	 Addiction	 to	
the	relatively	expensive	drug	also	weighs	heavily	on	
household	spending	and	is	a	cause	of	malnutrition.28	

To	change	this	pattern,	authorities	should	implement	
a	robust	substitution	strategy	towards	crops	that	use	
less	water	and	are	 less	harmful.

Policy Objective: Create Relevant Human Capital

To	 enhance	 Yemen’s	 chances	 of	 undergoing	 a	
successful	 transition	 from	 war	 to	 peace,	 large	
investments	are	needed	in	its	human	capital	base.	Due	
to	 the	conflict,	 an	additional	1.8	million	children	are	
estimated	to	have	been	pushed	out	of	school,	bringing	
the	 total	 school	 drop	 outs	 to	 around	 3.4	 million.29 
Deprived	from	the	daily	routine	of	schooling,	Yemen’s	
youth	 is	more	 susceptible	 to	 joining	 armed	 groups.	

The	 reconstruction	 of	 schools	 and	 the	 setting	 up	 of	
inclusive	 and	 tolerance-promoting	 vocational	 skills	
training	 programs	 also	 create	 alternatives	 for	 ex-
combatants	 and	 unemployed	 youth.	 In	 addition,	
promoting	 education	 amongst	 girls	 will	 have	 a	
decelerating	 effect	 on	 the	 unsustainable	 population	
growth.	The	education	of	women	will	 also	positively	
reflect	 on	 the	 productivity	 of	 the	 Yemeni	 economy.	

Budget support involves funds directly transferred to 
a partner country’s national budget. Those funds can 
then be managed using the national systems in place. 
This can increase national ownership and spending on 
national priorities. At the same time, given the lack 
of monitoring means, there is also a larger risk of 
misappropriation. 
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Human	 capital	 creation	 should	 not	 only	 be	 about	
reconstructing	 teaching	 facilities,	 but	 just	 as	 much	
about	 aligning	 education	 efforts	 with	 the	 needs	 of	
Yemen’s	job	market.	Training	programs	could	include	
basic	 health	 care	 and	 primary	 school	 teaching	
skills,	 administrative	 skills,	 agricultural	 skills,	 social	
entrepreneurial	 skills,	 de-mining	 skills	 and	 other	
skills	 useful	 for	 post-conflict	 reconstruction.	

Policy Objective: Creating and Marketing Yemeni 
stories of success 

From	the	above	analysis,	one	can	conclude	that	post-
war	Yemen	will	face	many	difficulties,	many	of	which	
are	rooted	in	longer	term	trends	and	developments	that	
will	take	time	to	counter.	The	most	one	can	strive	for	
is	a	patchwork-approach.	Given	its	population	growth	
and	age	structure,	Yemen’s	youth	is	key	to	its	future	
stability.	Allowing	another	generation	with	a	negative	
outlook	 on	 life	 and	 on	 the	 future,	 could	 potentially	
create	an	even	more	dangerously	disillusioned	youth	
culture.	Changing	that	culture	and	changing	the	idea	
that	growing	up	in	Yemen	is	hopeless,	 is	a	necessity	
for	any	of	the	above	mentioned	initiatives	to	succeed.

A	 government-backed	 awareness	 campaign	 could	
be	 launched	aimed	at	 redirecting	energy	away	 from	
conflict	 and	 distress	 towards	 active	 ownership	 of	 a	
new	Yemen.	That	new	Yemen	could	be	gradually	build	
on	 a	 web	 of	 success	 stories.	 The	 campaign	 could	
be	 focused	 on	making	 the	 challenges	 facing	Yemen	
explicit	 and	 emphasize	 the	 social	 behaviors	 that	
positively	 or	 negatively	 affect	 Yemeni	 communities.	
These	 could	 include	 raising	 awareness	 of	 the	
unsustainable	 population	 growth,	 unemployment	
and	 social	 inactivity	 due	 to	 qat	 production	 and	
consumption,	 as	 well	 as	 due	 to	 corruption	 (Yemen	
ranks	161	out	of	175	on	Transparency	International’s	
Corruption	 Perceptions	 Index).30	 A	 campaign	 could	
focus	 on	 the	 benefits	 of	women	 empowerment	 and	
family	 planning,	 the	 virtues	 of	 professionalism,	 a	
diversification	of	economic	activities	and	the	need	for	
relevant	education,	including	for	girls	and	women.	To	
increase	 the	 likelihood	 of	 success,	 authorities	 could	
partner	with	well-regarded	religious	and	local	leaders	
to	 craft	 powerful	 messages.

The	 Yemeni	 authorities	might	 not	 have	 to	 technical	
expertise	 to	 generate	 these	 success	 stories	 by	
themselves.	A	model	that	could	be	considered	is	that	
of	 twinning,	 in	 which	 a	 donor	 country	 with	 specific	
expertise	in	one	area,	works	together	with	the	relevant	
Yemeni	 authorities	 to	 create	 concrete	 results.	 This	
spreads	 the	 costs	 among	 donors	 and	 at	 the	 same	
time	efficiently	directs	expertise	 to	where	 it	 is	most	
needed.	

Attracting and Ensuring Project Funding  

Local	 revenue	 will	 not	 cover	 any	 of	 the	 initiatives	
mentioned	in	this	paper.	In	the	immediate	aftermath	
of	 the	 war,	 a	 new	 government	 will	 have	 to	 cope	
with	 salary	 arrears	 and	 additional	 expenses	 for	 the	
reparation	of	the	most	vital	infrastructure.	It	will	have	
to	do	 so	while	 suffering	depressed	 revenues	due	 to	
suboptimal	 oil	 production	 and	 low	 oil	 prices.

Thus,	 external	 donors	will	 be	 called	 upon	 to	 fill	 the	
gaps.	To	design	effective	initiatives	in	the	most	efficient	
way,	 donors	 and	 the	 Yemeni	 authorities	 could	 start	
reviewing	and	deepening	the	2012-2014	Transitional	
Program	for	Stabilization	and	Development	 (TPSD)32  
and	 the	 documentation	 related	 to	 the	 funding	 and	
implementation	 of	 suggested	 initiatives.33	 The	
international	community	could	consider	preparing	for	
a	new	Yemen	conference,	which	would	not	only	look	at	
the	short-term	challenges	and	the	political	transition,	
but	 also	 starts	 tackling	 the	 long-term	 challenges	
that	 the	 country	 needs	 to	 overcome.	 As	 part	 of	 the	
preparations	 and	 to	 get	 a	more	 accurate	 picture	 at	
the	sectoral	level,	a	series	of	industry	level	or	regional	
political	economy	studies	could	be	useful	to	get	more	
detailed	assessments	of	the	current	situation	and	the	
local	 stakeholders	 involved.		
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