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 ● Total donor pledges amounted to $10.9 billion during September 
2012-December 2014, in the form of grants and loans 75% and 25% re-
spectively.

 ● $7.1 billion of  the total donor support has been disbursed to Yemen, in-
cluding 56.3% in the form of oil products to support the public budget and 
a deposit placed at the Central Bank of Yemen to protect the exchange 
rate stability during 2012- 2014.

 ● In 2015, the World Bank suspended its support to Yemen and most do-
nors followed suit, except the Arab Fund for Economic and Social Devel-
opment, the Islamic Development Bank and humanitarian organizations 
that continued to support Yemen.

 ● Disbursement of external grants and loans dropped from $2.185 billion 
in 2014 to $109 million in 2015, or by about 95.0%. The donor support 
suspension has included even basic social projects such as the basic edu-
cation, maternal and Newborn health and social protection. This has re-
flected negatively on the various population groups.

 ● Humanitarian organizations are facing a large financing gap. For exam-
ple, as of June 24, 2016, only 22.4% of the necessary funding requirements 
of 2016 has been provided by donors for the Humanitarian Response Plan 
2016. The financing gap of the UNICEF’s activities amount to $119.3 mil-
lion in 2016 (66% of total funding requirements).

 ● Suspension of donor support has contributed to disrupting the invest-
ment programs and worsening the public budget deficit and deteriora-
tion of the national currency value, thereby resulting in higher inflation 
and poverty rates.

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

HigHligHts:
Call to Resume Donor Support to Yemen

introduction
As we are approaching the Eid al-Fitr occasion, I would 

like to extend my warmest wishes and congratulations to 
all people of the Arab and Islamic nations. May this occa-
sion brings peace, security and stability throughout Yemen.

This edition highlights the donor support, which is an 
important source of foreign exchange in Yemen. About 
$7.1 billion of donor support has been disbursed during the 
transitional period 2012-2014, or an average of $2.37 bil-
lion per year. This represents 54.6% of government share 
in oil and gas exports during the same period, thereby 
contributing significantly to the stability of balances and 
macroeconomic indicators, including the containment of 
public budget deficit, stability of the dollar exchange rate 
and accumulation of foreign exchange reserves.

In light of the recent political and security developments 
in Yemen, most of donors have suspended their support 
to Yemen, except the humanitarian aid that has increased 
but remains too limited to cover a minimum of growing 
humanitarian needs. For example, donor support covered 
only 55% of the funding requirements of the Humanitar-
ian Response Plan 2015. UNICEF has a 66% total funding 
gap in 2016.

Suspension of regional and international donor support 
has undoubtedly contributed to worsening the economic 
and social crises. Therefore, we call on our donors to re-
sume their support to Yemen, particularly financing the 
cash assistance provided to the poor beneficiaries of the 
Social Welfare Fund, as well as financing the basic ser-
vices projects that are necessary for all Yemenis. The donor support has played an important role in financing Yemen’s econ-

omy during the transitional period 2012-2014. Compared to other countries, 
the figure (1) below indicates two facts: First, per capita of the net official de-
velopment assistance in Yemen remains low compared to other countries with 
similar economy, and, second, development assistance flows at high levels to 
countries undergoing wars and conflicts while most donors have suspended 
their development support to Yemen in 2015, despite the growing number of 
people in need of humanitarian assistance from 15.9 million in 2014 to 21.2 
million people in 2015. This requires the donor community to fulfill their obli-
gations toward Yemen just like other countries that witness wars and conflicts.
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Figure(1): Per Capita of Net Official Development Assistance in 2014 (USD)

Source: World Bank, World Development Indicators (http://data.worldbank.org/topic/aid-effectiveness) 

First: Per Capita of Development     
  Assistance

The exchange rate in the parallel 
market early July 2016 compared to 

about YER300/USD in May 2016.

82% of the population in need of 
humanitarian assistance, including 

9.9 million children.*

Beneficiary cases are awaiting the 
cash assistance of the Social Welfare 

Fund since early 2015.

52.6% of the population are food 
insecure. 7 million severely food 

insecure.*

is the estimated decline in GDP, while the inflation rate 
rose by over 30% in 2015.

The public budget’s financing gap is 
estimated at $5.8 billion in 2016.

62% of the population live in 
poverty.** 

90% of the population lack access 
to electricity through the public 

grid.**

of which 31% children.*

Sources: *UN agencies and IOM, May, 
2016. ** WB, June, 2016.
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Second: Donor Support Trends

The total donor pledges amounted to about $10.9 billion during September 2012- 
December 2014. Out of these pledges, $4.9 billion (45.1%) has been disbursed 
during the same period over several sectors, including education, health, fisheries, 
power, highways, water, sanitation and humanitarian aids, in addition to the urgent 
Reconstruction Program and supporting the public budget and exchange rate stabil-
ity. Most of the donor pledges (75%) was in the form of grants, while external loans 
accounted for about 25% of the total pledges.

At the beginning of 2012, Yemen received a grant from Saudi Arabia in the 
form of oil products with a value of $2.2 billion, thereby increasing the total donor 
support disbursements to Yemen during 2012-2014 to around $7.1 billion, or an 
average of $2.37 billion per year during the same period. This has significantly 
contributed in supporting macroeconomic stability during the transitional period 
2012-2014.

In light of the recent political and security developments in 
Yemen, donors have suspended their support to Yemen, except 
the Arab Fund for Economic and Social Development and the 
humanitarian organizations. In general, the disbursement of ex-
ternal grants and loans declined from $2.158 billion in 2014 to 

$109 million in 2015, by about 95.0%.The suspension of donor 
support included not only the economic programs but also the 
basic social programs such as the elementary education, repro-
ductive health and the social protection. This has reflected nega-
tively on the various social groups in Yemen without exception. 

The Arab Fund for Economic and Social Development (AFESD) and the 
Islamic Development Bank (IDB) are considered two major examples of the 
regional financing institutions that continued to finance development projects 
in Yemen during 2015. However, disbursement of funds from the AFESD and 
the Islamic Development Bank also dropped by 81.1% and 58.2% respectively 
in 2015, compared to 2014 due to the emerging challenges encountered in the 
implementation of development projects, mainly the lack of security in some 
areas, fuel crisis and scarcity of material inputs to projects (such as cement and 
asphalt).

Additionally, the implementation of some water and labor intensive projects 
has continued in the Social Fund for Development, despite the low funding 
where about $4.0 million was disbursed from the German government grant, 
$4.6 million from the German Development Bank and $ 1.5 million from the 
Dutch government grant during 2015 and the first quarter of 2016.

1- Status quo of donor support (2012-2014):

2. Donor Support Disbursement:
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Figure(2): External Grants to Total Donor 
Pledges (Sep. 2012- Dec. 2014)

Figure(3):Disbursement of External Loans and Grants  by Sector (Million US$) Figure(4): Disbursement of External Loans 
and Grants (Million US$)

Figure(5): Drawing Flows by the Arab Fund and 
the Islamic Development Bank (Million US$)

Donor Groups Pledge % Approved % Disbursed %
Gulf Cooperation Council (GCC) 5,650 51.8 3,354 40.6 2,466 50.1

Organizations 2,886 26.5 2,600 31.4 996 20.3

Countries (Bilateral) 2,369 21.7 2,314 28.0 1,455 29.6

                                   Total 10,905 100.0 8,268 100.0 4,917 100.0

Table(1): *Total donor support to Yemen by donor group during Sep. 2012- Dec. 2014 (Million USD)

Source: MoPIC , progress report on the implementation of projects funded by external grants and loans, , May 2016.
* Doesn’t include the $ 2.2 billion - worth  petroleum grant early 2012.
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4-1.  World Bank: 
4. Examples of International Organizations Support:

The World Bank (WB) plays a leading role amongst the donor community and provides concessional finance, half of which 
is grants. On March 11, 2015, the WB suspended all disbursements under IDA-financed projects and Recipient-Executed Trust 
Funds. Consequently, disbursement of the WB dropped from $186.4 million in 2014 to $51.7 million in 2015, by about 72.3%. As 
of May 2016, the active portfolio of the WB in Yemen consists of 19 projects with US$862.3 million in commitments, of which 
US$529.2 million remains undisbursed (61.4%).

Paradoxically, the World Bank has suspended its support to Yemen; including the funds allocated for the poor beneficiaries of the 
Social Welfare Fund (SWF), maternal and newborn and food security programs, while regional organizations, such as the Islamic 
Development Bank and the Arab Fund for Economic and Social Development, are still operating in Yemen. Given such a difficult 
economic and social situation and its detrimental effects on people, it is critical that the World Bank and other organizations and 
countries reconsider their donor assistance approaches and policies to support the most vulnerable population in Yemen.

Figure(6): Financing Gap of Humanitar-
ian Response Plan (Million US$)

Figure(7):

Figure(8):Yemen-WB Portfolio       
Disbursements (Million USD).

Figure(9): Quarterly Disbursements of WB Portfolio to Yemen (Million USD).

Information released by the United Nations Office for the Coordination of Humanitarian Affairs (UNOCHA) indicates that close to 21.2 
million people in Yemen (82% of the total population) need some kind of humanitarian assistance, including 9.9 million children. The number 
of internally displaced persons (IDPs) was estimated at about 2.75 million people in May 2016. This is due to the implications of the ongoing 
war and armed conflict in the country.

In recognition of the humanitarian crisis in Yemen, donors increased their support to the Humanitarian Response Plan by 145.4% in 2015, 
compared to 2014. However, it was not sufficient  to meet the humanitarian needs, and covered only about 55% of the total funding require-
ments of the Humanitarian Response Plan 2015.

The 2016 Humanitarian Response Plan targets around 13.6 million people (65% of the total number of people in need of humanitarian assis-
tance). The funding requirements of the plan amounted to about $1.8 billion. As of June 24, 2016, only 22.4% of the necessary funding require-
ments of 2016 has been provided by donors for the activities of the plan. Bridging the financing gap of the Humanitarian Response Plan and 
providing adequate cash and in-kind assistance is undoubtedly a necessity to ease the economic crisis and save lives of millions of Yemenis.

3.  Donors Humanitarian Assistance:
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● Suspension of strategic projects that were under implementation, which 
means losing the benefits of those projects and wasting the efforts, time and 
funds that have been spent on them, in addition to the loss of jobs in those 
projects.

● Negative implications on the contracting sector, suppliers, service provid-
ers, local consultancy offices as their activities have been halted and they 
couldn’t collect some of their due payments from the Ministry of Finance 
and donors and had to lay off many of their employees.

● Disruption of the work of the 33 executive units supervising the externally-
funded projects. Employees in these units haven’t received monthly sala-
ries since the beginning of 2016. Laying off those experienced staff will 
influence the absorptive capacity of the external grants and loans in the 
future.

Examples of suspended  projects due 
to the suspension of donor support

The most important implications of the donor support suspension on the development projects include:

● Suspension of the second 400 MW gas-op-
erated power station in Marib governorate, 
which was planned to start operating in the 
first half of 2015. This reflects the high lost 
opportunity cost on the Yemeni society.

● Suspension of the funds allocated for the  
cash assistance of the poor beneficiaries 
of the Social Welfare Fund. This is a blind 
policy that doesn’t consider even the poor.

Figure(10): Total disbursement 
of UNICEF Support to Yemen     

(Million USD)
Figure(11):UNICEF 2016 Requirements

Third: Key Implications of Donor Development Support Suspension

4-2. UNICEF: 
UNICEF is the United Nations Children’s Fund, an 

agency which specializes in supporting children. It’s 
the second largest humanitarian agency operating in 
Yemen at the current time. Its interventions focus on 
key social sectors: nutrition, health, wash, education, 
social protection and child protection. The total support 
provided by the UNICEF to Yemen amounted to about 
$98.6 million in 2015, compared to $96.5 million in 
2014. This support is provided in the form of cash and 
in-kind support to the Yemeni affected families and 
their children. As of May, 2016, the financing gap of the 
UNICEF’s activities amounted to $119.3 million (66% 
of total funding requirements), which requires donors 
to bridge the financing gap in order to alleviate the suf-
fering of Yemeni children, the poor and war-affected 
families.

The investment programs’ financing for the development plans depends largely on the support provided by the donor commu-
nity. This support becomes more important in light of the current critical situation of the public budget. It was planned to spend 
YER 564 billion on projects of the Public Investment Program during 2015, out of which 51.8% was planned to be financed 
through the donor support. However, due to the implications of the ongoing conflict in the country and suspension of donor sup-
port, the actual expenditures amounted to only 4.0% out of the total allocated expenditures on the Public Investment Program, and 
the actual donor support reached only 7.3% of the total investment donor support allocated for 2015

In light of the foregoing, the lost opportunity cost of financing projects of the Public Investment Program is estimated at about 
YER 541.3 billion. The lost opportunity cost of donor support for projects of the Public Investment Program is estimated at 
YR270.7 billion (equivalent to $1.26 billion) in 2015.

It’s therefore important to continue the support of donor countries and or-
ganizations to finalize the implementation of the suspended projects in the 
stable areas and make due payments to contractors and suppliers. (please see 
the annex)

20152014

96.598.6

Total 
Requested

* Excluding US$ 59.7 million carried forward into 2016.

Overall Funding Status*

Funded

$180 M

$60.7M
34 %

Gap
$119.3M

66 %

Source: http://open.unicef.org/ Source: UNICEF, SitRep, May 2016

1. Stalled Development Plans and Programs:

Allocated expenditures 
(billion YER)

Actual Expenditure
(billion YER)

Actual to Allocated Expenses 
(%)

Lost Opportunity Cost 
(billion YER)

Domestic 
financing 

External 
financing Total Domestic 

financing 
External 

financing Total Domestic 
financing 

External 
financing Total Domestic 

financing 
External 

financing Total

272 292 564 1.4 21.3 22.7 0.5 % 7.3 % 4.0 % 270.6 270.7 541.3

 Table(2): Lost opportunity cost of  financing projects of the Public Investment Program in 2015
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1. The weak institutional and human capacities 
of government institutions. 

2. Insufficient preparation for development 
projects.

3. The weak capacities of the local contracting 
and consulting services sector.

4. Poor coordination between the central and 
local authorities.

5. Slow allocation of pledges and signing of 
financing agreements by donors.

6. The lack of a comprehensive database on 
donor support.

7. Difficulty in predicting the donors cash flow.
8. Poor alignment of donor support and devel-

opment priorities in Yemen.

1. Lack of security in many areas and the suspension of the donors devel-
opment assistance.

2.  Having difficulty in paying the government contribution in the exter-
nally-funded projects and continuing to pay the external debt service

3. Suspension of the Executive Bureau to Accelerate Absorption of Do-
nors’ Pledges and scarcity of operational resources at the Ministry of 
Planning and International Cooperation.

4. Difficulty to pay salaries of the project implementation units.
5. Having difficulty in obtaining new loans due to the suspension of the 

parliament.
6. Departure of foreign companies (consultancy and implementing com-

panies) from Yemen.
7. Lack of electricity, fuel scarcity and high prices of construction materi-

als such as cement and asphalt.
8. The existence of restrictions on the transfers of US dollar from abroad 

to local banks in Yemen.

Chronic Challenges: Emerging challenges:

The total external grants and loans provided to the state budget amounted to about $4.8 billion (mostly grants) and constituted 
14.4% of the total budget revenues during 2012-2014. They have been provided to investment projects and also as a direct support 
to the budget in the form of petroleum products grants. They played a key role in containing the state budget deficit during the 
transitional period. However, the external grants and loans fell sharply (93.5%) in 2015 due to the suspension of donor funding to 
the state budget. As a result, the contribution of the external grants and loans in the total state revenues has decreased from 13.5% 
in 2014 to 1.9% in 2015. This has contributed, together with other factors, to the decline of public budget revenues by 53.7% in 
2015, thus, the public budget was forced to stop most of its expenditure items, including the suspension of the projects of the pub-
lic investment program and the cash assistance disbursal to the poor, as well as reducing the operational costs of the basic social 
services, such as education, health and water.

On the other hand, the state budget is not able to pay the previous work dues of contractors and suppliers (estimated at about 
YR350 billion), in addition to its inability to provide the government’s share in the donor-funded projects. In light of the limited 
local resources, it’s counted on external resources to finalize the implementation of the suspended projects and financing the re-
construction and development projects entirely (without government share) in the short and medium terms.

According to the available data of the Ministry of Planning and International Cooperation, the total flow of the donor support 
to the Republic of Yemen reached approximately $7.1 billion during 2012-2014, or an average of $2.37 billion per year. This 
includes grants and loans intended for development and humanitarian programs and aid in the form of oil products, as well as the 
Saudi Arabia deposit placed at the Central Bank of Yemen. Therefore, the donor support has been a major source of the foreign 
currency and contributed strongly in supporting the stability of the national currency exchange rate during the transitional period.

In 2015, the suspension of donor support, along with other factors, has contributed to increasing the deficit of the balance of 
payments, thereby resulting in the erosion of foreign exchange reserves and depreciation of the national currency that reached 
YER288/ USD at the end of June 2016, increasing by 34.0% compared to the pre-war period. This has contributed to increasing 
the inflation and poverty levels.

2. Aggravation of the State Budget Situation:

3. Currency Depreciation:

Description/Year 
Public revenues (Billion YER) Change 

rate %
% of  Total revenue % of  GDP

2014 2015 2014 2015 2014 2015

Total public revenues, including: 2293.0 1062.7 -53.7 100.0 100.0 31.4 18.0

                 External loans 61.6 9.6 -84.4 2.7 0.9 0.8 0.2

                 External grants 248.2 10.6 -95.7 10.8 1.0 3.4 0.2

Public budget deficit - 344.9 - 908.3 163.4 - - - 4.7 -15.4

Table(3): Budgetary Donor Support  2014-2015

Fourth: Obstacles of Donor Support Absorption:
There are several chronic and emerging challenges facing the absorption of donor support as follows:

Source: Ministry of Finance, Bulletin of Government finance statistics, Issue No. 62, 4th quarter 2015. 
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For more  detailed information about items in this update please contact:  Mr. Abdulmageed Albatuly     
            Email: aalbataly@gmail.com    Tel.:+967 771 555 730           www.mpic-yemen.org

Contact Person:

Key Issues Priorities Time Frame

Mobilizing 
donor support

1. Contacting the Gulf funds to disburse the available financial resources in their financial portfolios, 
which is more than $4.5 billion, taking into account reallocating a part of those resources to meet the 
urgent needs imposed by the current conditions. 

2. Contacting the donors to disburse the dues of contractors who carried out previous works (Prior to the 
suspension of donor support) in the externally-funded projects.

3. Coordinating between the relevant parties (Ministry of Planning and International Cooperation, 
Ministry of Finance, Ministry of Legal Affairs, the Supreme Commission for Tenders, the Ministry of 
Public Works, Ministry of Electricity and Energy and Ministry of Water and Environment) to address 
repercussions of the donor support suspension and price increase on  contracts of contractors and 
suppliers.

4. Ensuring the provision of continuous funding for the project implementation units` employees.
5. Contacting the donors who didn`t suspend their support for Yemen to fund projects entirely without 

requiring the government`s share.
6. Inviting donors to resume the implementation of development projects in the stable areas and to 

finance the operational requirements  of basic social services (water, electricity, health care,education).
7. Holding regular periodic meetings with the donors to brief them on the humanitarian needs in Yemen 

and urge them to increase their humanitarian support to meet the needs of the poor and affected 
people.

8. Mobilizing the necessary financing requirements to disburse the cash assistance of the Social Welfare 
Fund`s poor beneficiaries.

9. Developing cooperation mechanisms with donors through the establishment of sectoral teams to 
coordinate the humanitarian relief efforts.

10. Providing donor support in the form of grants not loans due to the unsustainability of public debt.

Urgent

Enhancing 
the absorptive 

capacity to 
implement the 
reconstruction 

programs

1. Allocating the reconstruction resources to programs and executive units according to priorities and 
sectoral, geographical and technical criteria.

2. Expanding the absorptive capacity to implement the reconstruction programs through:
     - Implementing the projects directly through the donors` agencies and opening executive offices for 

donors to avoid the long routine government measures.
     - Expanding the capacity of existing programs that are considered efficient and credible by the do-

nors, such as the Social Fund for Development (SFD) and the Public Works Project, in the implementa-
tion of reconstruction projects.

3. Promoting the role of civil society organizations in supervising the implementation of social and 
humanitarian projects.

4. Benefiting from international experiences in reconstruction, national recovery and compensating the 
war-affected people.

5. Developing the institutional and humanitarian capacities of the Ministry of Planning and Interna-
tional Cooperation, and the executive units in the relevant government agencies.

6. Benefiting from the experience of the Executive Bureau to Accelerate Absorption of Donors` Pledges 
to establish an executive bureau for the national reconstruction and recovery. This bureau should be 
efficient and has financial and administrative capacities and independency.

7. Formulating a comprehensive and clear national vision for national reconstruction and recovery.

Medium 
Term

Fifth: Key Priorities:  

The ongoing conflict and reduced donor support of social programmes and projects have resulted in wide-spreading and 
further concentrating poverty and vulnerability of people, limiting their access to basic social services, and exposing them 
to violence, amongst other challenges. The experience of other conflict-affected countries, including Liberia, Sierra Leone 
and Afghanistan, demonstrate that donor support can effectively aid stability, foster peace and secure development. It is also 
increasingly seen that leveraging financial resources for the vulnerable, and children in particular, can help not only save 
their lives, but also break the intergenerational cycle of poverty and yield positive benefits to the economy and society. For 
example, in recipient countries across the world, an average long-term annual inflow of US$25 aid per capita over the period 
of 1970-2007, resulted in reduced poverty by around 6.5%, raised investment by 1.5% of GDP, augmented average schooling 
by 0.4 years (i.e., increased human capital), boosted life expectancy by 1.3 years, reduced infant mortality by 7 in every 1,000 
live births, and increased rate of economic growth of around 0.5% (annual internal rate of return was 7.3%) (UNU-WIDER, 
2012). Under this circumstances, the potential effect of and the need for continued donor support is recognized as critical in 
the today’s context of Yemen.

An annex:


