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EXECUTIVE
SUMMARY
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This report presents the findings of a

amines employment in the private sec-

Business Climate Survey completed

tor. Over one fifth of businesses have

in the first half of 2020 which is an up-

more than doubled recruitment and

date to a similar study undertaken by

almost 62% have refrained from lay-

SMEPS in 2015.1 The report highlights

ing off workers. Female entrepreneurs

challenges facing the private sector

appear to be spurring job creation with

from 2017 to 2019. It also includes find-

35% of businesses creating jobs being

ings from follow up surveys conducted

owned by women.

in April and June 2020 on the impact of
COVID-19 on businesses, summarized

In the second section, damage to in-

at the end of the report. The report, af-

frastructure, the survey results show

ter the methodology section, is divided

a significant reduction in businesses

into eight sections.

reporting infrastructure damage from
74% in 2015 to just 2% in 2019. Yet,

The general information, and first, sec-

businesses in Taiz remain under high

tion highlights key business character-

risk of infrastructure damage due to

istics and trends. A negative tendency

the ongoing conflict, followed by busi-

is the stagnant number of new business

nesses in Sana’a. Importantly, across

registrations across medium enterpris-

all business sizes only 6% carried in-

es and a declining number in large en-

surance coverage. No micro enterprise

terprises over the past three decades.

surveyed had coverage and just 28%

Although six years of conflict has dam-

of large businesses were insured.

aged the private sector, there are more

Financial performance is presented in

structural impediments to business in

the third section of the report show-

Yemen stretching beyond the war. On

ing only 23% of businesses have been

a more positive note, female business

able to raise capital to sustain and ex-

owners are rebounding after the initial

pand their businesses. Firms locat-

shock in 2015 which showed 42% had

ed in Sana’a - Amanat Al-Asima and

to close their businesses. Interestingly,

Hadramout faired best, in part due to

female entrepreneurs tend to concen-

relative stability and a bigger base of

trate in the higher skill sectors of health

customers possessing a comparatively

and education. This section also ex-

higher purchasing power than in oth-
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er regions. On the other hand, 45% of

for COVID-19. Almost three quarters of

businesses witnessed a fall in profit be-

those surveyed look for financial aid in

tween 2017 and 2019. Although some

the form of matching grants or loans,

point the blame at exchange rate insta-

and a further 18% need assistance in

bility, a bigger portion of the blame is

accessing capital assets such as ma-

directed at a decrease in the number of

chinery. Showing the urgency of the sit-

customers. Indeed, a decrease in con-

uation, those that sought a loan needed

sumer purchasing power mainly due to

it within three months. Unfortunately,

the non-payment of public salaries has

business management organizations

negatively impacted business activi-

(BMOs) such as the Chambers of Com-

ties.

merce across all governorates fared
poorly, with 70% of respondents con-

In the fourth section of the report the

sidering them not effective or worse.

many constraints on the private sector

The sixth and seventh sections of the

are presented. One to highlight is the

report deal with outlook for the year

worsening import procedures and as-

and COVID-19 respectively. Yemen’s

sociated cost that is putting an entire

unpredictable trajectory is represent-

population at risk. The time taken to im-

ed in the business outlook, with 44%

port goods into the country is increas-

believing that the business outlook re-

ing. The United Nations Verification

mains unchanged or replying ‘I don’t

Mechanism (UNVIM) and subsequent

know’. A quarter of businesses were

port management services are becom-

preparing for a worsening of the sit-

ing less efficient. In 2017 approvals to

uation whilst a slighter higher pro-

bring goods into the main ports took 12

portion were more optimistic (29%).

days on average. Businesses complain

With respect to COVID-19, two sepa-

the same approval request in 2019 has

rate surveys of much smaller samples

more than doubled to 28 days.

were undertaken. In the earlier survey
(April 2020), 84% of businesses where

The support to business section high-

adopting precautionary measures in-

lights the assistance business owners

cluding the use of personal protective

seek. Over 71% of businesses pursue

equipment (PPE). By June 2020 when

some form of support package and

the second survey was undertaken, the

this is before making considerations

number of businesses reporting the use

9

of precautionary measures increased to

and food production for bigger impact

98%. However, more drastic measures

and growth and, last but not least, 5)

were being introduced including layoffs

protecting development gains made by

by 10% of businesses and reduction in

female business owners through scal-

work hours or days by 17% of enter-

ing up successful approaches on the

prises in the context of weakening con-

ground in Yemen such as the World

sumer purchasing power.

Bank’s Women Entrepreneurs Finance
Initiative (We-Fi).

The last section of the report proposes ways forward, which provides recommendations

to

improve

market

conditions and support the continuity
and operations of businesses. They
set out policy level objectives around
unifying monetary and fiscal policy
and promoting more efficient import
systems. These are followed by intermediate level technical priorities and
micro level objectives including boosting demand and support for business
resilience. Finally, the report makes 5
practical recommendations at the business level – 1) increasing a wide spread
of access to finance including grants,
subsidized loans, and promoting technological solutions for businesses such
as mobile banking and E-commerce 2)
strengthening the capacity of local institutions supporting the private sector, 3) improving and replicating private
sector led electricity models across the
country, 4) nurturing the private sector
supply response to the crisis in health

10

Background on the Private Sector During
Conflict
Prior to the escalation of the conflict in

of the gap left by Yemen’s public sec-

Yemen in March 2015, the private sec-

tor, which was politically divided, and

tor accounted for up to 69.4% of em-

deprived of adequate resources.6 The

ployment in Yemen and contributed

country’s deepening economic crisis

50% of the country’s $43 billion GDP in

left the public sector effectively ham-

2014.2 Despite the growing list of chal-

strung, which in turn contributed to a

lenges that stacked up against the pri-

decline in public service provision. Pri-

vate sector over the course of the con-

vate sector companies, however, con-

flict (as covered in more detail below),

tinued to offer vital services, such as in

the private sector offered its employees

the agriculture, food imports, electric-

and the country as a whole a welcome

ity, finance, health and education sec-

safety net, not least through employee

tors – albeit at a comparatively higher

retention, where possible, and the pro-

cost than the public offerings, particu-

vision of essential goods and services.3

larly in education and electricity.7

That said, several private sector companies made redundancies in a bid to

Private sector enterprises also pro-

cut down operating costs. Some pri-

vided important services critical to

vate sector enterprises deployed other

humanitarian delivery. Local private

negative adaption strategies, such as

sector companies worked in close co-

the reduction of working hours, in a bid

ordination with external actors to main-

to mitigate the financial impact of the

tain food and medicine supply chains,

conflict on their respective businesses.4

providing assistance with transporta-

Meanwhile, some private sector enter-

tion, storage, and customs clearances.

prises not only looked to retain staff but

Other goods and services provided in-

also increase their salaries, with a view

cluded the provision of security, vehi-

to helping employees adjust to the de-

cles, electricity power generators, food

preciation of the Yemeni rial over time

baskets, and financial services such

as well as any shocks to the market.5

as physical cash transfers for hard to
reach areas.8

In regard to the provision of services,

As will now become clearer, despite the

private sector enterprises filled part

comparative resilience of the private

11

sector and the protection it has sought
to provide its employees and the population at large, the pressure on it has increased with each passing year. Some
of the major pressure points include: the
active conflict and the physical damage
to private sector enterprises; increased
political interference in the economy
amid rising economic competition between the Internationally Recognized
Government of Yemen (IRG) and local
authorities in the north; and, a series of
debilitating financial constraints.

12
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METHODOLOGY
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Background
In 2015, SMEPS and UNDP conducted

This report was funded by the Depart-

a Rapid Business Survey to assess the

ment for International Development

impact of the conflict in Yemen on busi-

(DFID)9 as part of its on-going efforts

nesses and the private sector. The aim

to support livelihoods and econom-

of this report is to follow on from the pre-

ic recovery and to understand what is

vious iteration to provide an overview

needed to support private sector sus-

of the current situation and the ongoing

tainability and the economic recovery

challenges which businesses in Yemen

process with a pro-business lens.10

face and to capture the impact of the

SMEPS is a subsidiary of the Social

conflict on businesses between 2017

Fund of Development. SMEPS’ man-

and 2019. It should be noted however,

date is to support private sector devel-

that given the different sample, sam-

opment through facilitating business

pling methodology, and research tools

development services, value chain de-

used, it is not possible to draw a direct

velopment, and entrepreneurship proj-

comparison between the findings in the

ects. As such, SMEPS is in touch with

two reports at an empirical level.

thousands of business owners across
the country.

Research Questions
The objective of the research was to
understand the business climate in Yemen and impact of war. Within this, sub
research questions included, but were

currently for businesses?
• What are the needs of businesses
for future support?
• What are businesses owners’ per-

not limited to:

ceptions of the future of the busi-

• What are some of the characteris-

ness climate in Yemen?

tics of businesses in Yemen?
• How has the conflict impacted the
business environment?
• What are the constraints faced by
the private sector?
• What sources of support are there

Following the outbreak of COVID-19,
two short follow up surveys set out to
answer sub-questions relating to the
specific impact of the virus on businesses in Yemen.

14

Approach
There are two main sections to the

The surveys used a series of closed

Business Climate Survey. The first, and

and open-ended questions to produce

main component, was conducted from

a better understanding of the business

February to March 2020. There were

climate in Yemen and war impact. Each

then two follow up surveys, conducted

interview for the business survey took

in April and June respectively, following

roughly one hour, while the COVID-19

the outbreak of the COVID-19 pandem-

follow-ups where much shorter, at

ic.

around 15 minutes each.

Sampling
The sampling methodology was based

of 3% to 8%.

on a random sample methodology
at district level in each governorate.

In total, 3,613 surveys were conduct-

SMEPS

governorates

ed for the business climate survey, of

which were selected based on the high-

which 162 were randomly selected for

est level of economic activity and big-

phase one of the coronavirus follow up.

gest concentration of registered MS-

Of these 162, only 140 were able to be

MEs. Surveyed MSMEs were selected

contacted for the second phase of the

based on a sample size that followed

coronavirus survey.

surveyed

14

a statistical approach with confidence
level of 90% to 95% and a margin error
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SANA’A
CITY

1155

SAADA
40

HADRAMOUT

AL- JAWF

521

AMRAN
157

HAJJAH
41

SANA’A

MARIB
106

124

RAYMAH

DAH

ODEI

AL - H

AL - MAHWIT

SHABWAH

DHAMAR
206

AL - BAYDA

195

IBB
115

TAIZ
366

AD DALI’

ABYAN

95

Number of respondets Business Enterprise
1000>
200-1000

LAHAJ

100-200
1-100

97

N/A

ADEN

395

Map 1: Business Climate Survey sample size by location
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Data Collection
100 enumerators were selected and

challenges posed by obtaining new re-

trained by SMEPS, with support from

search permits in a short turnaround

various Chambers of Commerce cov-

time.

ering the target governorates. They
formulated 17 teams in the different

Following the initial data collection,

governorates. The enumerators con-

the SMEPS Monitoring and Evaluation

ducted in-person interviews with re-

team conducted a validation exercise

sponses collected on paper-based sur-

of the data by calling back a selection

veys. The results were then transferred

of participants to cross reference an-

to Survey CTO, an Open Data Kit (ODK)

swers and seek clarification. Follow-

data collection platform, for review and

ing validation, the data was cleaned,

analysis. The COVID-19 follow-up sur-

and where applicable from open ended

veys were conducted over the phone

questions, the data was coded into ap-

due to the spread of the virus and the

propriate categories ready for analysis.

Limitations
In order to contextualize the findings

sample size selected. These included

of the survey(s), it is important to be

two governorates, Sa’ada and Hajjah

aware of the limitations. One limitation

where the surveyed MSMEs fell short

was difficulty in obtaining permits for

by 159 due to security reasons.

research in certain areas to reach the

17

Terminology
Businesses* were classified into micro, small, medium or large based on the following categories:

3%
Large

• Micro – 1-4 employees.
• Small – 5-19 employees.

14%
Medium

• Medium – 20-99 employees.
• Large – 100+ employees.

46%
Micro
36%
Small

Figure 1: Sample distribution by business size

*Note that the terms business and enterprise are used interchangeably throughout the report.
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Characteristics of the Businesses
Three quarters of the total busi-

World Bank’s study on Governance

nesses that participated in the survey

and the Investment Climate in Yemen,

reported being established before the

conducted in 2002.11 The survey data

conflict escalating in March 2015. The

shows a 42% decrease in the number

data collected in this survey, dates

of large enterprises that were estab-

back

established

lished in the last decade while there

since 1990. Analysis of this shows

was no growth in medium enterprises

there is a structural impediment to

established and significant growth in

investment beyond the conflict im-

the micro and small enterprises estab-

pacting large and medium enterpris-

lished.

1.

to

businesses

es more drastically. This is due to significant barriers to entry for businesses,
some of which were mentioned in the

992

Number of Businesses Established

1000
800

632
600

514

473

400
200

171

189

192 192
132
45 47 33

0
Micro

Small

Medium

Large

Business Size

1990-1999

2000-2009

2010-2019

Figure 2: Surveyed businesses establishment from 1990 to 2019
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This could be explained by sev-

In contrast, almost half of male busi-

eral possible factors. First, micro enter-

ness owners are much older. In addi-

prises typically are run by self-employed

tion, the data shows the majority of

individuals or families, thus requiring far

female-owned businesses were either

fewer resources such as capital or facil-

small or micro.

2.

ities in order to start up. Secondly, the
non-payment, or non-regular payment

4.

of public sector salaries has become

see that over fifty percent of female

a major issue in the conflict in Yemen.

entrepreneurs are in the health

The loss of income may have pushed

(29%) and education (26%) sectors.

individuals to look for other sources of

In contrast, male entrepreneurs are

employment to secure their basic daily

mainly in the retail sector (42%). This

needs. It is worth noting that micro

appears to indicate that female entre-

enterprises are much more vulnera-

preneurs, although smaller in number,

ble to external shocks – as reflect-

are higher skilled.

However, it is interesting to

ed by the spikes in activity and frequency with which micro businesses

5.

both enter and exit the market. This

of workspaces were rented which is

was also noted in the 2015 business

not a significant change since the

climate report where most damage on

2015 survey. However, in 2015 land-

the onset of the conflict was on micro

lords were offering respite on rent

and small enterprises – 86% of them

so businesses were receiving rent

reported closure of which 42% of them

relief. This is no longer the case;

were female-owned businesses.

82% businesses renting the prem-

The survey found that 78.3%

ises are struggling to pay rent. WithMen dominate the business land-

out the stability associated with owning

scape in Yemen, with almost 95% of

a workspace, renters could be exposed

all enterprises surveyed male-owned.

to a number of risks such as sudden in-

Of the 5.2% of businesses surveyed

creases in rent or having to frequently

that were owned by women, the data

relocate, thereby undermining their re-

indicates that most female business

spective client and supplier networks

owners are between 30-40 years old.

that are vital for success.

3.

21

Integrating the informal econ-

ties. To illustrate, KSA and UAE play

omy into the formal sector remains

a significant role in contributing to

an important policy objective both

funding state operations in the IRG

for taxation purposes but also to

controlled areas. Whereas, under

better understand the changing

northern controlled areas, taxation,

structure of the economy. Compared

including formalizing business reg-

to 2015, there has been a fall in the

istration are a priority to fund state

number of businesses registered from

operations.

6.

69% to 58% which can be explained by
the fragile nature of the state. However, a more nuanced examination shows
a shift in the north-south divide witnessed in 2015. There is a movement
towards non-registration in southern
areas where only 53% are registered in
2019 compared to 93% in 2015. At the
same time there is a small decrease in
the number of registered businesses in
the northern governorates with 60% of
the businesses registered in 2019 compared to 64% in 2015. This suggests
there is more of an effort in northern
areas to formalize businesses as strikingly shown in an increase of registered businesses in Hajjah from 34%
in 2015 to 59% in 2019. This may be
explained by the diverging nature of
state funding under the two authori-

22

Employment in the Private Sector
7.

Before the conflict, some 1.2 mil-

8.

Large and medium enterpris-

lion people were on the public sector

es were the most capable of creating

payroll. When payments faltered in Au-

and sustaining jobs. Compared to the

gust 2016, it left thousands without a

findings of the 2015 survey, there is an

regular salary.12 Some of these individ-

improvement in the operations of the

uals will have been pushed to look for

enterprises where two thirds of the sur-

income from other sources. As many as

veyed enterprises at the time laid off al-

61.6% of the private sector enterpris-

most half of their employees. Of those

es that participated in the survey held

who gave a reason as to why they were

their employees and avoided making

able to increase the number of employ-

redundancies, and an additional 21.2%

ees, the most common answer was

reported increasing their number of

the expansion of business activities,

permanent employees by 103%. The

followed by the need for staff and in-

study shows that 35% of businesses

creased demand for products and ser-

reporting an increase in employees are

vices. An explanation for this could be

female-owned enterprises. This pos-

that businesses have adjusted to the

itive trend seems to be supported by

initial shock of the conflict and are con-

a growth in female-owned enterprises

tinuously adapting their operations to

since 2016, suggesting an opportuni-

meet an ever-changing environment.

ty to harness these positive developments for a more inclusive private sector.

Business Environment 2019
In total, 43.6% of participants

located in areas with on and off fight-

felt that the business environment in

ing during the last two years such as

2019 was worse than in 2017. Over-

Hodeida, Mareb, Aden and Abyan, and

all, large enterprises are more positive

for them this was further compounded

about the business environment than

by the lack of electricity and increase in

smaller ones. Those who thought that

fuel prices.

9.

the situation was worse tended to be

23

5

DAMAGE TO
INFRASTRUCTURE
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10.

Approximately 11% of business-

es (397 in total) reported damage to in-

years 2017-2019, the majority of which
were large businesses.

frastructure due to conflict during the

250

225

Number of Businesses
Reporting Damage to
Intrastructure

200
150
92

100

67

50
0
2017

2018

2018

Year
Figure 3: Number of businesses reporting damage to infrastructure during 2017-2019 per year

100%
90%

19%

16%

16%

16%

21%

27%

27%

20%

Percentage of Businesses
Reporting Damage to
Intrastructure

80%
70%

Yes - 2019

60%
Yes - 2018

50%
40%

Yes - 2017

30%
20%

60%

57%

57%

64%

10%
0%
Business Size

Figure 4: Percentage of businesses reporting damage to infrastructure during 2017-2019 per
business size
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Businesses based in Taiz were

reported damage due to the conflict,

the most affected by damage to infra-

24% were located in Taiz. According to

structure, followed by businesses in

data from the Civilian Impact Monitor-

Sana’a and Amanat Al-Asimah. These

ing Project, Taiz experienced 14% of

reflect the areas with ongoing airstrikes,

civilian casualties in 2018, and 16% of

although there was a marked decrease

civilian casualties in 2019.13

11.

in levels of airstrikes experienced in the
capital in 2019. Of the businesses that

Sa’ada

69%

Taiz

31%
76%

Sana’a

83%

Amanat Al-Asima
Aden
Lahj
Governorates

24%
17%

87%

13%

87%

13%

88%

12%

Hodeida

92%

8%

Dhamar

92%

8%

Amran

93%

7%

Abyan

95%

5%

Ibb

97%

3%

Haijah

98%

2%

Mareb

99%

1%

No

100%

Yes

Hadramout
0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Percentage

Figure 5: Percentage of businesses reporting damage to infrastructure during 2017-2019 per
governorate
Note: Sa’ada was not a representative sample with just 40 enterprises surveyed
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It is important to note the limita-

with only 6% of the surveyed business-

tions of the survey, for example, conflict

es having insurance coverage. None of

and casualties have continued across

the micro enterprises surveyed were

northern governorates such as Sa’ada.

insured compared to 28% of large en-

Yet of the 3,613 enterprises that took

terprises and 15% medium enterprises.

part in the survey, only 40 were based

The lack of insurance points to an

in Sa’ada, due to restrictions in obtain-

underdeveloped

ing permits for data collection.

industry which continues to under-

12.

financial

service

serve small and micro enterprises.
13.

Damage to businesses has been

an ongoing concern across Yemen and

In this lays an opportunity for introducing micro-insurance services.

was also a finding of the previous 2015
survey. The number of businesses that
remain uninsured, however, is high,

The Cost of Damage Caused by the Conflict
The damage reported across

indicates a subduing in the level of

businesses in the previous section had

violence as the conflict opens up

a real term cost for the owners, with the

new fronts, particularly the battle

highest costs attributed to large enter-

for the economy. The largest scale of

prises. Respondents were asked to

damage to infrastructure was reported

indicate the scale of the damage as a

by large enterprises followed by micro.

percentage. The data shows that the

These damages were either partial or

damage to businesses in terms of

full damage.

14.

scale has gradually decreased from
74% in 2015 to 2% in 2019 which

27

Business Size

19%

8%

Medium

35%

Small

35%

26%

Micro

37%

24%

4% 8%

28%

8%

52%

Large

22%

16%
10%

18%
14%

13%

11%
13%

Scale of damage (%)
1%-20%

21%-40%

41%-60%

61%-80%

81%-100%

Figure 6: Scale of damage from 2017-2019 per business size

15. The average cost of damages per

enterprises. Given that most frag-

business across those who reported de-

ile states are MSME economies,14

struction to their business was $18,213

providing the bulk of employment

from 2017 to 2019. Significantly the

opportunities, urgent actions need

cost of damage to small and micro

to be taken to protect this sector

enterprises is very close to the av-

of the economy.

erage size of startup loans for such

120,000

Average cost of damage ($)

97,816

100,000
80,000
60,000
40,000

32,834
12,311

20,000
4,704
10,000

Large Medium Small

Micro

Business size

Figure 7: Average cost ($) of damage from 2017-2019 per business size
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FINANCIAL
PERFORMANCE
OF BUSINESSES
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Capital
42.2% of survey respondents

this to an increase in business activi-

noted their capital had declined be-

ties. The majority of these businesses

tween 2017 and 2019. Micro business-

are located in Amanat Al-Asimah and

es were the most affected by declining

Hadramout, which are hosts to many of

capital (67%) while large businesses

Yemen’s traditional business elites.

16.

were least affected (35%). Notably,
most businesses affected were in

17.

It is interesting to see how busi-

the food and health sectors which

nesses of different sizes have fared

indicates there is a need to sup-

against changes in capital. For example,

port these sectors to sustain vi-

23.7% of micro businesses reported a

tal products and services in the

positive change in capital, which rose

country. In comparison, 28% noted

to 27.9% for small business, 33.9% for

positive changes in their capital, and

medium sized businesses and 42.1%

27.2% reported no change. The most

for large enterprises. This indicates

common answer for a decrease in busi-

that the larger the business, the

ness capital was the crisis, with 30.2%

better they are able to weather the

marking this response. A further 16.5%

storms which the business envi-

felt it was due to the deterioration of

ronment has thrown at them and

the national currency. Of those who

leverage their networks to grow.

felt they had experienced an increase
in business capital, 23.3% attributed

Profitability
Almost 45% of participants re-

same size business category, 47% of

ported decreased profits in 2019 com-

micro businesses reported a decrease

pared to 2017; with 30.3% and 25.3%

in profits, but that falls to 44.2% of small

reporting positive and no changes re-

businesses, 39.1% of medium busi-

spectively. The main causes of the

nesses and 33.3% of large businesses.

decreased profits were high pro-

The decrease in profits is also linked to

duction costs and low sales. Mi-

decreased number of customers, low

cro businesses appear to be less

purchasing power and exchange rate

well equipped to cope. For example,

instability.

18.

comparing responses from within the

Businesses reporting a change
in profit(%)

30

25%

22%

21%

26%

33%

39%

49%

45%

40%

Small

Micro

21%

45%

34%

Medium

Large

Business Size
Positive

Negative

No Change

Businesses reporting a change in number
of customers (%)

Figure 8: Businesses reporting a change in profit from 2017-2019 per business size
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Figure 9: Businesses reporting a change number of customers from 2017-2019 per business size
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Unemployment
It is not just the business

the reporting period. Just over one fifth

owners themselves who have been

of respondents who had to decrease

affected by the changes in the

salaries attributed it to high prices and

business environment but their em-

expensive living conditions, although

ployees as well – 18.3% of busi-

other frequently listed reasons includ-

ness owners had to let permanent

ed high price of goods, high labor cost,

staff go from 2017 to 2019, with the

and local currency inflation. Although

most common reason being the lack

number of staff and salaries might have

of demand or need to support their

been reduced, other aspects of the

continued employment. There is not

working day remained largely the same

a significant variance between the size

with 88.8% of respondents saying

of business and those who have had to

working hours stayed the same, and

let staff go. Most of the businesses re-

94.5% saying number of working days

ported decreasing the number of per-

remained the same. Of those who in-

manent staff. Small businesses report-

creased the daily working hours of their

ed a decrease by 21% while medium,

businesses, they attributed this change

micro and large businesses reported

to increased demand, and number of

a decrease by 17%. The 2015 survey

clients for their foods and services.

19.

found much higher levels of layoffs
among the businesses surveyed, with
small and medium enterprises reporting
around 70% of staff being laid off. That
said, 36.9% of all businesses had to
decrease salaries for their staff during

32
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CONSTRAINTS
ON THE
PRIVATE SECTOR

33

Classification of Constraints
There are various ways in which

both local and foreign currency, which

constraints on the private sector can

in turn presented a clear conundrum

be grouped. For the purpose of this

for private sector importers who could

survey, constraints were grouped un-

no longer rely on the banks to facilitate

der the following categories: economic

their respective imports.17

20.

warfare, demand, state fragmentation,
conflict, supply distortion, access to fi-

23.

nance, blockade, and other.

that began in 2016 was quickly exac-

The local currency liquidity crisis

erbated by decreased confidence in
Economic warfare was listed

banks in Yemen.18 Private sector en-

as a major constraint to the private

terprises looked to withdraw cash from

sector by 38.3% of respondents.

their bank accounts and use more in-

Within this, challenges they faced in-

formal financial networks to facilitate

cluded the instability of the exchange

their business operations.19 The more

rate, the issuance of new notes in the

informal financial networks in which

south and the prohibition of the use

money exchange companies and ha-

of new notes in the north, difficulty in

wala agents20 operate in, also helped

accessing foreign currency, and local

private sector importers access for-

business concerns of the neutrality of

eign currency and make external mon-

the Central Bank of Yemen (CBY).

ey transfers.21 Such activity, howev-

21.

er, came with added costs, as well as
22.

Following the escalation of the

placing the Yemeni rial under increased

conflict in March 2015, Yemeni banks

pressure. The negative impact of these

faced limited access to formal regional

changes on local businesses is abun-

and international financial networks.15

dantly clear when looking at how survey

Additional de-risking measures saw Ye-

respondents responded when asked

meni banks and their respective clients

about the constraints and challenges

cut off from correspondents abroad.16

they faced daily.

Yemeni banks’ reduced access to forChange in demand was listed

mal and regional financial networks was

24.

soon followed by reduced access to

by 50.2% of respondents as a con-

34

straint on the private sector. Under

30.6% of survey participants. In

this grouping, the most commonly rat-

reality, the division and duplication of

ed answer was weak consumer pur-

state-run institutions are often split

chasing power. It should be noted that

between the north and the south. This

during the conflict, failure to pay public

fragmentation exhibits itself in a lack of

sector salaries has been an ongoing is-

accountability and poor service provi-

sue since August 2016. This has result-

sion for businesses, including essential

ed in a loss of income for hundreds of

services such as the internet, electricity

thousands of households. It is no sur-

and communications. State fragmenta-

prise that consumer purchasing pow-

tion is a major issue for taxation, which

er has been negatively impacted, giv-

includes the levying of higher fees and

en the vulnerable economic positions

double customs.

many households are in – both in the
Although there is a fall in the

north of the country where the majori-

26.

ty of the population resides, but also in

numbers of businesses experienc-

the southern and eastern governorates

ing physical damages as a result

where, in 2020, the value of the newly

of conflict, damages were noted

printed banknotes is lower than the old

by 31.4% of respondents as a con-

banknotes traded primely in the north.22

straint for the entire private busi-

Respondents noted the loss of clients –

ness sector and its infrastructure.

both in response to their own business,

An explanation for what appears to be

as per the preceding section on The Fi-

contradictory finding is that businesses

nancial Performance of Businesses but

damaged in 2015 are yet to fully recov-

also as a constraint affecting business-

er. The impact of the loss of busi-

es more widely when asked about chal-

ness documents and lack of elec-

lenges to the overall business environ-

tricity are explored in more detail

ment in Yemen. This decline in demand

below, as they ranked among two

is linked to other issues such as laying

of the top five constraints listed

off staff, or the inability to pay rent on

by survey participants. In addition,

workspaces.

fighting has created many challenges
for the transport of goods, with some
was

roads becoming unpassable when in-

identified as a key constraint by

frastructure such as bridges are dam-

25.

State

fragmentation

35

aged or the roads themselves become

financial networks.23

too insecure. Moreover, the conflict has
Access to finance was consid-

given rise to an expansion of internal

28.

checkpoints as different armed actors

ered to be a constraint by 28.7% of

want control and oversight over who

respondents. This includes an inabili-

and what is passing through their ter-

ty to obtain loans, issues of liquidity for

ritory, this in turn increases the risk of

banks and lack of access to funding.

exploitation of businesses transporting

Some of these issues, especially lack

goods. It leads to decreased mobility

of access to funding will be explored in

as internal borders face frequent clo-

relation to specific survey questions on

sures.

business service provision later in the
report.

27.

Over 36.3 % of the private

sector participants felt that it be-

29.

came difficult to conduct business

considered a hinderance by 36%

due to supplier distortion. Since

of survey participants. This includes

the escalation of the conflict in March

land and seaport closures, increased

2015, there has been notable disrup-

transport costs, and increased produc-

tion to both local and international

tion costs. Constraints on ports specif-

business supply chains and increased

ically are covered separately, later in

disconnection from formal international

this report.

Import restrictions were also

Top Five Constraints on the Private Sector
30.

Respondents listed more than

31.

Even between business sizes,

thirty restrictions businesses face. The

there was not a huge amount of vari-

top five highest ranked constraints were

ance in the top five constraints. For ex-

1) weak consumers purchasing power,

ample, the instability of the exchange

2) exchange rate instability, 3) reduced

rate, and the weak purchasing power of

demand, 4) custom procedures and 5)

consumers and loss of clients ranked

loss of business documents. These are

consistently across the top five con-

explored in more detail in the subse-

straints no matter the size of business.

quent section.

Lack of electricity was also a concern
amongst the businesses, ranking sixth

36

in the constraints. Note that some

the local currency that occurred from

constraints received equal numbers

July to October 2018.25 Fast forward to

of positive responses in the survey so

July 2020 and the situation became in-

hold some ranking positions jointly. The

creasingly precarious due to decreased

below sections provide additional de-

foreign currency inflows from crude oil

tails on the constraints with purchas-

exports, remittances, and humanitarian

ing power and exchange rate instability

aid. This was especially worrying giv-

being inextricably linked.

en that the $2 billion deposit that Saudi
Arabia provided to the CBY – Aden to

32.

Since the conflict started, the

value of the local currency depreciated

underwrite critical food imports to Yemen - was almost depleted.26

from YER 215 per US dollar in January
2015, to YER 750 per US dollar in October 2018 before rebounding the following month to YER 540 per US dollar
in November 2018.24 Financial injection
to support imports from Saudi Arabia
helped arrest the rapid depreciation of
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Figure 10: YER Exchange Rate During the Conflict

2019
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The competing monetary and fis-

As such, new banknotes are only cir-

cal policies from the IRG and local au-

culated and accepted in the IRG con-

thorities in the north have brought add-

trolled areas. Following this, a diver-

ed pressure. For its part, IRG and CBY

gent in exchange rate between Sana’a

Aden have reverted to printing Yemeni

and Aden has begun and widened with

rial banknotes in an attempt to address

each passing month in 2020.27 There

the initial local currency liquidity crisis

are now effectively two exchange rates

that began in 2016. However, local au-

for one currency – old notes vs. new

thorities in the north did not recognize

notes - in operation and two different

the new notes and later issued a ban.

markets.

33.
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34.

In addition, the loss of revenue

36.

Increase cost of customs was

from reduced purchasing power has

listed as an issue by 45% of survey

led to a decrease in the demand for

participants. The failure of officials

goods and services. This has led to

in the north and south of the country

private sector employee layoffs, further

to create a unified fiscal authority and

contributing to the retraction of private

policy has caused the private sector to

sector enterprises and respective cli-

face duplicated tariffs, customs fees

ent bases. The reduction of consum-

and taxes.

er purchasing power is directly linked
to the depreciation of the Yemeni rial

37.

and individuals’ loss of income and/

a major concern for respondents

or financial support (e.g. public sector

ranking sixth in the selection. Elec-

employees that have not received their

tricity is a vital resource for many busi-

salaries since September 2016).

nesses, yet the supply is sporadic and

Lack of electricity was also

vulnerable to interruptions. It is interLoss of clients was selected

esting to note that in the north, name-

as a challenge by 47% of respon-

ly Sana’a and Dhamar businesses are

dents, although it is important to note

less impacted by a lack of electricity

that this challenge was in reference to

because of the availability and increase

the private sector as a whole, and not

of private power providers. This is in

just their business – accounting for the

contrast to Abyan and Aden where

fact that only 40% of businesses re-

state provision of electricity is faltering.

35.

ported a decrease in customers to their
specific business.

Port Constraints – A Worsening Situation
38.

Only 9% of the private sector en-

terprises that participated in the sur-

businesses, 10% of small businesses,
and just 2.9% of micro businesses.

vey deal with the two main seaports of
Aden and Hodeida. Around 33.3% of

39.

Due to the conflict, the import of

large business respondents in the sur-

goods via the ports of Hodeida and Sa-

vey deal with seaports, however that

lif in Hodeida must adhere to obligatory

number decreases to 20.2% of medium

inspection and security clearance mea-

39

sures overseen by the United Nations

many businesses in the 2015 sur-

Verification and Inspection Mechanism

vey, and the problem is worsening.

for Yemen (UNVIM).28 These necessary

The average time that it takes to import

inspection and security protocols have

products to Yemen (including inspec-

increased the amount of time and cost

tion and security clearance) and the

for private sector importers.29

The

point that the commodities reach the

cost of importing goods to Yemen

importers’ stores has increased from

has also risen as a result of the

83 days on average in 2017-2018 to 98

added insurance premiums given

days on average in 2019, an increase of

the heightened risk of operating in

18%. This increased timeline has had a

a conflict zone.30

knock-on effect on other costs such as
transport and storage of goods, mak-

Challenges with imports and

ing it increasingly difficult for business-

related restrictions and bureau-

es to operate effectively. The following

cracy was a cause for concern for

timeline depicts the process sequence:

12

Approval obtained enter sea port

12

55

Shipments arrived to the sea port

Port Procedure

40.

46

14

Products carried out of the sea port

12

15

Products reach company Headquarter

2017-2018

2019

12

0

20

40

Average Number of Days

Figure 12: Average number of days taken to complete port procedures

60
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BUSINESS
ADAPTATION
STRATEGIES

41

Given the many constraints not-

56.9% did not adapt. From the table

ed by the survey participants, it is im-

below, it is clear that the larger the

portant to examine the different ways

business, the more likely they were to

in which business owners have tried to

adapt. This presents a policy case

cope with the challenging circumstanc-

to supporting micro and small busi-

es they face. Of those interviewed,

nesses to be more resilient through

40.1% reported adapting operations to

business continuity and risk plan-

respond to the changing context while

ning.

Percentage of businesses a
dapting operations

41.

65%

35%

Micro

45%

57%

55%

43%

Small

Medium

35%

65%

Large

Business Size
Used Strategies

Did not use strategies

Figure 13: Percentage of businesses adapting to the context to sustain their business per
business size

The most common coping strat-

Interestingly, only 4.5% of all business-

egy used was to add products or ser-

es who took part in the survey relocated

vices; presumably the increased choice

their businesses to other governorates,

was aimed at both maintaining and

despite the country fragmenting and

expanding their customer base. Other

Aden being named the interim capital of

strategies used included opening new

the country. Just 1.3% of all businesses

branches/lines and buying equipment

in the survey relocated their enterprise

whilst some suspended business tem-

to outside of Yemen to cope with the

porarily or reduced business activities.

constraints they faced in country.

42.

42

9

SUPPORT TO
BUSINESSES

43

Support Received
There appears to be a lack of

in Yemen, but also demonstrates

institutions in Yemen to support and

that in the short term, other sources

create a conducive business environ-

of support will have to be bolstered

ment. Perceptions of government and

to fill the gap left by weak institu-

local authorities, and of Chambers of

tions.

43.

Commerce were poor. It was noted that
44.

that government institutions and local

of fighting in 2015, access to credit

authorities were either ineffective, or

was a challenge facing many busi-

very ineffective. Similarly, over 70% of

nesses31 ; it appears to have only

respondents classed the Chambers of

been aggravated during the ensuing

Commerce in different cities in Yemen

period. Data shows that only 8.4% of

(e.g. Sana’a, Aden, and Mukalla) as ei-

private enterprises managed to obtain

ther ineffective or very ineffective. This

credit loans between 2017-2019. Credit

highlights a space where increased

is just one of many sources of support

capacity building to these and other

which could help bolster the private

institutions could foster longer term

sector and was noted as a challenge in

gains for the business environment

the previous 2015 survey.

Business Taking a Loan (%)

76.6% of all surveyed respondents felt

Even prior to the escalation

8%

9%

8%

5%

92%

91%

92%

95%

Micro

Small

Medium

Large

Business Size
No

Yes

Figure 14: Percentage of businesses taking a loan from 2017 to
2019 to sustain their business per business size

44

There are other kinds of support

be noted that in absolute terms this

available such as financial, materials/

means just 4 medium sized businesses

assets and technical aside from trade

surveyed received support from gov-

credit and loans, and 3.2% of respon-

ernmental sources.32 Looking back to

dents noted that they had received

the 2015 survey, just 2% of business-

some kind of support or assistance

es had received some kind of support,

during the 2017-2019 period. Of this

and large businesses reported more

support, 94% of it came from private

support than smaller sizes enterprises.

sources. Medium sized businesses

It appears that access to support has

were most successful at obtaining gov-

only marginally improved in the inter-

ernment support; however, it should

vening years since the previous survey.

45.

Support Needed
Respondents were asked ques-

support, it appears that the smaller

tions about what support would be

the size of the businesses, the more

most useful to them. Of the 73% who

likely they were to seek support.

46.

indicated that they did indeed need

Business in need of support &
assistance (%)

26%

74%

Micro

26%

74%

Small

32%

68%

Medium

39%

61%

Large

Business Size
No

Yes

Figure 15: Percentage of businesses in need of support and assistance in 2020 per business size

45

Looking at the responses of all

tal lifeline for many enterprises in

2,573 businesses who felt they needed

Yemen. 42.1% of survey respondents

support, 72.1% wanted some kind of fi-

said that they needed a loan (or trade

nancial assistance such as grants and

credit) for business sustainability. With-

42% wanted access to finance through

out support coming soon, the already

loans. A further 19% wanted support

frail business sector could face further

with assets and materials and 8.9%

deterioration. Of those who needed a

sought technical support in business

loan or credit, 40.3% expected they

promotion and marketing. Support is

needed it in the next quarter.

47.

not just a nebulous desire, but a vi-

100%
90%

4%

18%

17%

80%
Type of Support Needed (%)

10%
21%

70%

31%
21%

60%
50%
40%

19%
79%

30%

69%

61%
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20%

49%

10%
0%
Micro

Large

Business Size
Technical

Assets/ Materials

Financial

Figure 16: Type of support needed per business size

46

Similar findings were noted

MEs and lead firms in vital sectors con-

in the 2015 business climate sur-

tinue operations through the matching

vey where businesses reported the

grants scheme and technical support.

needing some sort of financial and

The BRAVE project was funded in three

technical support to sustain their

phases with support from the Douville

operations. As a result, the Islamic De-

Transitional Fund and the We-Fi initia-

velopment Bank and SMEPS designed

tive supporting female-owned enter-

the Business Resilience for Value Add-

prises and it is important to note that

ed Enterprises Project (BRAVE) that has

these businesses are growing and gen-

so far supported more than 1,600 MS-

erating jobs.

100%
90%

Expected Timing of Support (%)

48.

27%

27%

25%

33%

32%

32%

41%

43%

Small

Medium

80%

26%

70%
60%
50%

48%

40%
30%
20%

40%

26%

10%
0%
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During the next 3 months

During the next 6 months

During this year

Figure 17: Expected timing for support per business size
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OUTLOOK FOR
BUSINESSES

48

The initial survey was conduct-

spondents thinking it would be worse,

ed prior to the outbreak of the global

28.5% saying that it would remain

COVID-19 pandemic, and survey par-

the same, 28.8% having an optimistic

ticipants were asked about their per-

outlook and 15.2% saying they didn’t

ceptions on the outlook for business

know. Interestingly, for those who

in 2020. Before delving into two further

thought the business environment

follow up surveys to ascertain the im-

would improve, many attributed

pact of the pandemic on businesses in

it to the reduction in conflict and

Yemen, it is important to see how en-

crisis, and for those who felt the

terprises felt about the coming year,

business environment would wors-

as any challenges they felt they might

en, it was attributed to an esca-

have faced may have become more dif-

lation of conflict and crisis. This

ficult in the wake of the public health

highlights the difficulties in predicting

threat.

how the conflict in Yemen will develop.

49.

This uncertainty and instability create a
50.

Perceptions on the business en-

vironment were mixed with 25.2% of re-

complex environment which business
owners have to navigate.

100%
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18%

14%

13%

14%
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30%
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Figure 18: Business outlook

I do not know
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Priorities for the Private Sector
Survey respondents were asked

the Yemeni Private Sector Cluster

to identify their top priority to improve

(YPSC)33 policy memo in which the

the business environment in Yemen.

cluster advocates for the need to

The highest ranked priority was sta-

address macroeconomic issues af-

bilizing the security situation, with

fecting the business environment.

43.7% of respondents selecting this

These include unification of the

answer. The second highest answer

central bank, solutions to opening

with 10.2% respondents was the need

and securing ports, facilitation in

to stabilize the currency and exchange

internal transportation and solving

rate. These answers correspond to

customs and tax problems.

51.

50
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IMPACT OF
COVID-19 ON THE
BUSINESSES

51

The conflict in Yemen had al-

outlined in the methodology, 162 busi-

ready wrought devastation on the

ness owners were contacted for phase

economy when the global COVID-19

I, of which it was possible to recontact

pandemic was officially declared in

140 for phase II. The first phase of the

March, several months after cases be-

survey was conducted in April and the

gan rising across the globe. The uncer-

second phase was conducted in June

tainty and insecurity which came with

2020. For the purpose of comparison,

the pandemic was certainly a concern

only the 140 individuals who took part

for many business owners. The follow

in both phases are included in the anal-

up surveys conducted looked specif-

ysis.

52.

ically at the impact of COVID-19. As

COVID-19 Impact survey-1, Respondents
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Map 2: COVID-19 survey respondents per governorate – Phase I
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COVID-19 Impact survey-II, Respondents

SANA’A
CITY

23

SAADA
0

HADRAMOUT

AL- JAWF

20

AMRAN
10

HAJJAH
0

SANA’A

MARIB
4

8

AH
DEID

O
AL - H

AL - MAHWIT

SHABWAH

DHAMAR

RAYMAH

15

AL - BAYDA

11

IBB
8

TAIZ
14

AD DALI’

ABYAN

4

Number of respondets Business Enterprise
19-24

LAHAJ

10-18
1-9

5

0
N/A

ADEN

18

Map 3: COVID-19 survey respondents per governorate – Phase II

Even during phase I, 84.3% of

using gloves, masks and maintaining

enterprises reported using precaution-

distance. However, during phase II,

ary measures, and this increased to

more measures were taken, some of

98.6% in the second phase. During the

which were likely to have had a more

first phase, the majority of businesses

negative impact on the stability of the

(83.6%) reporting taking precautionary

businesses (and employees) such as

measures in the workplace, including

reduced work hours.

53.

53

Precautionary Measures

Give vacation for the staff
Take all precautionary mea-

Phase I
Percentage

Phase II
Percentage

Number of total sam- Number

of total sam-

1

ple(n=140)
0.7%

ple(n=140)
0.0%

117

83.6%

91

65.0%

0.0%
0.0%
0.0%
0.0%
0.0%

15
7
17
6
3

10.7%
5.0%
12.1%
3.6%
2.1%

22

15.7%

2

1.4%

140

100.0%

140

100.0%

sures inside the work, such
as wearing masks, gloves,
and keeping space - social
distance
Layoffs
Reduce working days
Reduce working hours
Stopped business activities
Working at Home
(blank)/who did not use precautionary measures
Grand Total

Figure 19: Precautionary measures business took to overcome COVID-19

54

During the second phase of the

deal with the pandemic. In a situation

follow up survey, 47.1% reported that

where there is an emphasis on the risk

they anticipated having to make chang-

of transmission via touch, it is unsur-

es to the size of their workforce over

prising that the way people paid for

the next six months. However, it should

products and services also changed.

be noted that most respondents said

Prior to the pandemic, electronic

it would depend on how the situation

money, or e-money, was stumbling

evolved.

to take off in part due to differenc-

54.

es between the two CBYs. During
Very few businesses imported

the first round of the survey, only

goods and materials, with 9% and 11%

2.9% of businesses allowed cus-

businesses reporting to have done so in

tomers to use e-money, with this

the first and second phase respectively.

figure rising to 31.4% during the

However, imports and exports, and the

second phase, indicating a grow-

supply chain of goods into the country

ing acceptance and an opportunity

are vital for the Yemeni economy as a

to harness these gains in spread-

whole, as well as for businesses direct-

ing the use of e-transfers and pay-

ly. A minor rise in difficulties faced

ments amongst businesses.

55.

with imports was reported, with
7.9% in the first phase, and 15.7%

57.

Other adjustments were also

in the second. While few respond-

made by some businesses to adapt

ed to what the specific difficulty

during the pandemic. It should be noted

was, 6.4% of respondents in the

that many respondents did not provide

second phase said that imports

details of adjustments during phase I

had stopped. This minor rise can

other than the use of PPE.

also be attributed to the conflict
situation where importing goods

58.

Similar to businesses, custom-

is a worsening problem for many

ers also changed their spending habits.

businesses, despite the COVID-19

During phase I, 17.1% of respondents

pandemic.

noted a decrease in the number of customers, 14.3% noted that customers

Businesses adapted the modal-

had reduced their spending, and 10.7%

ities of their everyday operations to

noted customers stockpiling food. By

56.

55

the second phase, just over one third of

raised the need to spread awareness

business owners felt that demand had

on the virus, by the second phase 50

decreased.

businesses answered in the affirmative. Most responses indicated a

Survey respondents were asked

strong desire for more awareness

if there was anything else, they want-

raising and precautionary mea-

ed to share about their businesses and

sures including for PPE. The need

the pandemic in an open-ended ques-

to spread clear, practical, and ac-

tion, allowing them a platform to ex-

curate information was not just for

press their views and concerns. Whilst

the business owners themselves,

during the first phase only 12 business-

but for the benefit of the entire

es responded in the affirmative, and all

population.

59.

56
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The following section builds on the

Bank through the We-Fi initiative and

findings of the survey, addressing the

the DFID (FDCO).

challenges faced by the private sector to formulate priorities and recom-

At the macro level, there are sector wide

mendations for supporting the private

challenges which must be addressed to

sector. It also builds on the recommen-

improve the overall business climate.

dations drawn from the 2015 survey

Many of these wide-reaching aims are

which led to the design and implemen-

outlined in the improving market con-

tation of private sector development

ditions section. These are drawn from

programmes that have so far support-

the survey findings and from the policy

ed the resilience and growth of more

framework of the YPSC. However, some

than 1,600 large, medium, small and

of the priorities require large scale pol-

micro enterprises, in vital sectors such

icy change at the national and interna-

as food and health. In addition, the

tional levels and are thus beyond the

2015 recommendations also led to the

scope or reach of many programmes

formulation and launch of the Yemeni

and interventions. The second section

Private Sector Cluster (YPSC) which

highlights more attainable recommen-

functions as a representative body of

dations that are applicable at the busi-

thousands of private sector enterpris-

ness level to support the resilience,

es in the country. These initiatives and

continuity and growth of MSMEs and

programmes have been funded by the

large enterprises in the country.

Islamic Development Bank through
the Douville Transition Fund, the World

Improve Market Conditions
Boost demand – improve purchasing power
As has been outlined throughout this

demand as one of their key business

report, the private sector has faced a

priorities. This would be best attained

substantial capital and profit cost as a

via improved purchasing capacity of

result of the decline in consumer de-

their existing customers, as well as

mand. The survey participants high-

through acquiring new clients. How-

lighted the need for improved market

ever, for such an aim to be realized,
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monetary and financial stability is

ners to push for aligning monetary pol-

a vital pre-condition. This will have

icies across Yemen and the neutrality

to be based on various technical

of CBY. The CBY should have sufficient

arrangements including exchange

and accessible foreign exchange re-

rate stability and the payment of

serves to stabilize the national curren-

public sector employee salaries. It

cy and maintain the foreign exchange

is the role of the national and local au-

facility for ensuring imports.

thorities and relevant international partSupport business resilience – reduce operation and transport costs
Over the last five years of conflict, the

icy level, local decision makers and the

private sector has shown impressive re-

international community should work

silience despite numerous internal and

to unify fiscal institutions to coordinate

external challenges. The survey respon-

and facilitate tax and customs proce-

dents emphasized the need to ensure

dures, eliminate business licensing

the continued survival of the sector. To

complications and establish suitable

attain this, it is important to sustain

business services fees. Likewise, more

imports to maintain the availability

efficient mechanisms for import per-

of goods and services at reason-

mits coupled with a faster monitoring

able and stable prices, especially

and inspection framework will help cre-

given the existing high operation

ate smoother access to, and through,

and transportation costs. At the pol-

Yemen’s air, sea and land ports.

Reduce war impact and prepare for reconstruction and recovery
The private sector participants in this

including documentation such as

survey emphasized the importance of

legal papers and registrations. It is

safeguarding

infrastructure,

essential the private sector has the op-

such as property, but also the need for

portunities to contribute to and shape

safe, accessible and usable roads and

the economic provisions in the peace

transport routes. All parties to the

process. In addition, the private sector

conflict must protect civilians and

must have crucial role to play in recon-

civilian and commercial assets,

struction and recovery efforts.

civilian
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Support Business Continuity and Operations
As outlined through the findings of

interventions which could bolster the

this survey, there are many external

private sector and its ability to operate

constraints on businesses in Yemen

during such challenging times:

caused by, and linked to, the ongoing

• Increase access to financial support

conflict. Given the economic situation

– this can include grants, loans and

in the country, the private sector is un-

credit

der great strain which puts many busi-

o

Many businesses indicated they

nesses at risk of going under. Whilst

needed financial support. However,

many of these challenges will only be

there are clearly still few opportu-

ameliorated through a sustained period

nities and too many barriers to ac-

of peace, there is still space and oppor-

cess the opportunities when they

tunities to provide support to the pri-

do occur. Evidence from matching

vate sector to enable it to survive and

grants schemes in Yemen during the

serve the community, and potentially

conflict shows a strong propensity

even thrive, even under incredibly diffi-

to leverage funds from the private

cult circumstances. The private sector

sector itself to invest in the diversifi-

is a source of jobs, providing income

cation of products and services. For

for many families, as well as delivering

example, the BRAVE project phase

the goods and services ordinary peo-

1 & 2 was able to leverage $11 mil-

ple need. It is vital that businesses can

lion dollars of investments from lo-

access short, medium, and long-term

cal businesses, which is more than

support so that they can continue to

twice the size of the investment from

operate.

the project.

A number of recommendations have

o

This type of support was most

been formulated SMEPS to focus more

acutely needed by smaller busi-

specifically on what is achievable at

nesses and opportunities should be

the direct level of businesses to help

tailored to their needs

their resilience, continuity and growth.

o

Rural financing should be priori-

Based on the above survey and anal-

tized in supporting MSME develop-

ysis, the following are some practical

ment in the country. Policies should
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opment agencies.

support rural financing including
mobile banking to encourage out-

o

Market players around the busi-

reach of financial services to prom-

ness environment such as business

inent MSMEs in vital sectors of the

advisory and consultancy services,

economy.

MFIs, banks and others should be

Mobile banking and e-commerce

built or strengthened to provide bet-

should be strengthened and encour-

ter services for businesses, specif-

aged to support the continuity and

ically women-owned businesses,

operations of businesses which are

being a vulnerable category. This

threatened with the rising concerns

could encourage crowd in and spill

of COVID-19.

over for business growth and resil-

o

o

ience.

Insurance services should be
strengthened and widened to sup-

o

Information on the bureaucratic

port businesses access such finan-

procedures associated with regis-

cial services. This is mainly important

tering, paying taxes, and navigating

for micro and small businesses who

the customs and import procedures

are the most vulnerable to shocks.

are vital to businesses and should
therefore be made available through
different platforms

• Strengthen the capacity of institutions to provide support and advice

• Support the provision of alternative
sources of electricity and internet

to businesses
o

Aside from building on what

o

At a practical level, without stable

structures already exist in the coun-

and reliable electricity, many busi-

try, such as Chambers of Commerce

nesses face significant obstacles to

and the Ministry of Industry and

conduct their daily work. As the sur-

Trade and its offices, given they al-

vey found, areas with private sector

ready have established networks

providers of electricity are better po-

and reach, there should also be ef-

sitioned to meet the demands of lo-

fort to support other outlets, includ-

cal businesses. It is worth exploring

ing the Private Sector Cluster, other

a) how to make this more efficient

sector specific business manage-

and b) how to replicate this success

ment organizations and SME devel-

across Yemen.
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Access to fuel is also an

of people in a manner that generates

issue for the transport of goods

sustainable and long-term solutions

across the country pushing up op-

for Yemen in these vital sectors.

-

erational costs and making goods
more expensive for potential con-

• Provide direct and indirect support

sumers. This can be tackled through

to aspiring and current female busi-

pressing for policy level coordina-

ness owners

tion on all sides of the conflict to se-

o

The

study

shows

interesting

cure access to fuel and given how

growth in the number of women

vital a lifeline it is, the international

business owners over the years from

community should drive efforts to

1.7% female-owned businesses es-

this end.

tablished between 1975-1999 to a
11.7% from 2016 which presents

• Support businesses in mapping

an opportunity to support female

gaps and opportunities in the mar-

businesses grow. Female entrepre-

ket and particularly in contributing

neurs could be supported through

to food and health security

the scale up of programmes, such

Both the food and health sec-

as We-Fi (Women Entrepreneurs Fi-

tors have experienced growth and

nance Initiative), which specializes

are contributing significantly to the

in supporting female entrepreneurs

humanitarian efforts in the coun-

by providing them with access to fi-

try. Food producers such as poultry

nance through grants, loans, bridge

businesses supported by BRAVE

financing and technical expertise

have gone from producing 2,000

through training, mentorship and

poultry products per day to 15,000.

coaching programmes.

o

In the health sector, 20 hospitals supported by the BRAVE project have
expanded operations from treating 2,000 patients per day to 8,700.
Consolidating limited funds to support local businesses in health and
food security can go a long way to
provide relief for tens of thousands
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