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President Al-Alimi calls for urgent international {3%§
| actiuin to support reforms in Yemen :
| : B

Lt
|

President Al-Alimi, receives , David Gressly, UN
Resident and Humanitarian Coordinator for Yemen

_ ¢ Riyadh [ 15 June 2023
Meeting agenda

T Opportunities of transition TSafer tanker and The international efforis

from the stage of emergency | positive indicators of the| required to reduce the

relief interventions, to the humanitarian situation  financing gap and for
scope of sustainable since the beginning of meeting the growing
development support the current year needs

/(_ Presidential Directives —n\

Encouraging the UN Strengthening
humanitarian mission to | partnership in the field
proceed with its of demining in
decentralized humanitarian| cooperation with the

action program relevant bodies

Addressing the real
causes of the humanitarian
crisis created by the Houthi

militia
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oil products onYemen'’s black

market. Additionally, oil imports
through Hodeidah port “increased
significantly” after a national truce
was reached in April 2022, generating
consistent customs revenue for the
Houthis, the U.N. stated. While the
group doesn’t control Yemen’s oil and
gas fields, it has ambitions to develop
an energy industry. Houthi officials
have called on foreign companies

to invest in oil exploration in Houthi-
held areas and warned foreign oil
firms against doing business with the
Yemeni government.

The Houthis’ intermittent military
offensives against energy-rich Marib
governorate suggest that they have
yet to rule out seizing oil and gas
fields. In the meantime, the group is
focused on denying the government
energy revenue.

Saudi Arabia and Its Military
Disengagement at Risk
The U.N. panel also included

“foreign sources” among the Houthis’
revenue channels. While Iran is
certainly among those sources, the
Houthis have a diverse portfolio
of revenue sources and are not
dependent on Iran, which helps them
retain autonomy in decision making.

As the Houthis are a strategic ally and
not a proxy of Iran, the recent Saudi-
Iranian rapprochement won't be
enough to bring lasting de-escalation
toYemen - though it certainly reduces
the regional dimension of the conflict.
Not only has Saudi Arabia’s
implicit recognition of the Houthis as
interlocutors likely emboldened them
to demand more in negotiations,
the Houthis’ revenue war against
Yemen’s U.N.-recognized government
endangers Saudi goals in Yemen.
In fact, if Riyadh succeeds in
striking a deal narrowly focused on
security on its southern border, the
agreement could be threatened if
the Yemeni government is denied full
access to its energy resources and
revenue. Pro-government forces and
Southern armed groups would likely
reignite clashes if the Houthis try to
deprive them of energy revenue, as

‘ The Houthis’

intermittent military
offensives against energy-
rich Marib governorate
suggest that they have yet
to rule out seizing oil and
gas fields

2

it would erode the U.N.-recognized
government’s remaining state
capacity and threaten Southern
aspirations for an independent state.
If renewed fighting broke out, the
United Arab Emirates would likely
step up support for anti-Houthi
forces: The Emiratis maintain strong
political linkages with local forces,
and, in late 2022, the UAE and
Yemen signed a security and military
cooperation deal.

Such a spiral of tension would
reduce the likelihood of a lasting
cease-fire (or truce extension) and
could threaten Saudi Arabia’s security.
As Saudi Arabia continues its push
for a negotiated exit fromYemen,
the more concessions it makes in
talks, the less room there may be to
maneuver vis-f-vis the Houthis.

This eventuality, with its potential
for helping reignite military clashes
among the contending Yemeni
parties, could endanger Riyadh’s own
strategy of military disengagement
fromYemen, if the Saudis calculate
the risks of ongoing fighting outweigh
the benefits of withdrawing and
disengaging.

The Houthis’ revenue war affects
Yemenis first and foremost, but it’s far
from aYemeni-only affair.
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By: Eleonora Ardemagni

mid United Nations and Saudi
Adiplomatic efforts to end the

war in Yemen, the Houthis
are limiting the access of Yemen’s
U.N.-recognized government to
energy resources and revenue. The
Houthis aim to weaken the U.N.-
recognized government’s leverage
at the negotiating table and boost
their own finances, suggesting
that the Houthis’ primary interest
in negotiations is not reaching a
settlement but rather capitalizing on
talks to strengthen the economic
foundation of their de facto state.
The Houthis have implemented this
strategy in parallel with negotiations
with Riyadh, underscoring that while
bilateral Saudi-Houthi talks may be
able to de-escalate the conflict on
Saudi Arabia’s southern border, they
will be insufficient to build a lasting
cease-fire amongYemen’s competing
factions and ultimately rebuild a
unified Yemeni state.

Targeting Energy Resources & Revenue
Shortly after the Houthis entered
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Omani-mediated talks with Saudi
Arabia in October 2022 following
the expiration of a U.N.-sponsored
truce, they carried out drone attacks
on two oil ports in areas held by the
U.N.-recognized government. The
attacks didn’t cause any damage to
infrastructure, but they prevented
foreign oil tankers from entering

the ports, impeding oil exports at a
time when the Yemeni government’s
oil revenue was surging due to a
global rise in energy prices. Since
the attacks, which the government
estimates resulted in $1 billion in lost
revenue, the government has had
increased difficulty paying public
salaries, hurting army and police
morale.

The Houthis are also pressing
importers to redirect energy shipments
from Aden to Hodeidah, the main Red
Sea port city still under the group’s
control, thus diverting customs
revenue from the government.
According to reports from government
officials, the Houthis recently banned
gas imports from government-

controlled Marib and replaced
domestic gas with more expensive
cooking gas imported through
Hodeidah port, further straining the
government’s finances. The Houthis
control approximately one-third of
the country’s territory, which contains
70% to 80% of the population.

The Houthis’ “State” Economy:
Legal and lllegal Revenue

The Houthis use both legal and
illegal sources of revenue to ensure
the survival of their de facto state
and enrich the group’s leadership.
A February report by the U.N. Panel
of Experts onYemen found that
the Houthis generate revenue by
collecting taxes and customs duties
as well as by arbitrarily demanding
money at checkpoints, confiscating
land, property, and bank deposits,
and, likely, trafficking drugs. About
70% of Yemen's total tax revenue,
including customs duties, is collected
in Houthi-controlled territory.

One of the Houthis’ main revenue
sources is the sale of smuggled
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in 2019 by 17% compared to 2018, and the decrease in
exchange rates in 2018 by 25%. In 2019, the Central Bank
of Yemen stabilized the Yemeni riyal exchange rate by about
500 riyals/USD.

Saudi Arabia’s integrated support has contributed to
a part of economic efficiency and enhancement of the
financial and economic situations inYemen, mainly the
exchange rate of the Yemeni riyal, which reflected positively
on the living conditions of Yemeni citizens with stable prices
of food commodities, reduced deterioration of purchasing
power, reduced inflation and increased expenditure rates,
which contributed to the improvement of the Yemeni
economy between the fourth quarter of 2018 and the end
of 2019.

The Kingdom has played an important role in stimulating
economic growth inYemen by providing grants of fuel
derivatives, which are intended to generate electricity for all
Yemeni governorates.

These grants from Saudi Arabia aimed at stimulating
Yemen’s economy and increasing the efficiency of vital,
productive and service sectors. In 2021-2022, the total
support for oil derivatives was about 1,260,850 metric tons
for operating more than 70 Yemeni stations, with a value of
USD422 million, distributed in various Yemeni governorates.

The total quantities of fuel supplied to the oil derivatives
grant included 511,684,41 metric tons of diesel and
257,955,86 metric tons of mazut, which contributed to
alleviating the burden on the Yemeni Government’s budget,
reducing the Central Bank of Yemen'’s use of foreign
currency reserves for the purchase of oil derivatives to
generate electricity from global markets by reducing fuel
sale prices from global electricity generation prices by 79%
for diesel, 94% of the mazut by 3,898,608 barrels of diesel
and 1,928,887 barrels of mazut.

The total quantities of energy produced amounted
to 2,828 GWh, which contributed to an increase in
the operation of average electricity hours in several
governorates, where the rate went up by around 20% in
Aden, which would increase trade traffic by increasing
working hours in shops and markets.

It also contributed to the creation of approximately
16,000 new job opportunities and the stimulation of
logistical movement in transport services through the
movement of ships, as the number of ships for internal
transport reached 21 while the number of tankers reached
9,928 tankers. It also increased the number of electricity
subscribers by approximately 9,377 subscribers, and the
number of grant beneficiaries reached 9,837.

The Kingdom of Saudi Arabia directly assisted the
Republic of Yemen as part of a development assistance
package granted by the Gulf Cooperation Council (GCC)
states to sustain and boost economic growth from 2012 to
2014.

During the years 2019 and 2022, the Kingdom of Saudi
Arabia’s economic and development support and reform
package contributed to improving the financial situation,
including the Saudi oil derivatives grant, which contributed
to reducing expenses and the burden on the government
budget, resulting in a reduction of the deficit rate from
-38% to -23%, in addition to deposits provided to the
Central Bank of Yemen, which contributed to supporting
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Saudi Arabia Provides

Economic Support to Yemen

$1,2 Billion

the economy

The Kingdom, through the Saudi Program for the
Development and Reconstruction of Yemen, has provided
229 development projects and initiatives since 2018 in
14 Yemeni governorates in 7 sectors, namely: education,
health, energy, transport, water, agriculture, fisheries
and government institutions, in addition to development
programs, which contributed to improving infrastructure,
essential services and job creation.

Since 2018, the Kingdom has provided 229 development
projects and initiatives in 14 Yemeni governorates in seven
sectors, namely education, health, energy, transport,
water, agriculture, fisheries, and government institutions, in
addition to development programs that have contributed to
improving infrastructure, basic services, and job creation
through the Saudi Development and Reconstruction
Program forYemen (SDRPY).
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Saudi Arabia Provides Economic Support
Worth $1.2 Billion to Yemen

Under the directives and keenness of the
Custodian of the Two Holy Mosques and
His Royal Highness the Crown Prince,
based on the strong bonds of brotherhood and
ties between the Kingdom of Saudi Arabia and the
Republic of Yemen, in response to the request of

deficit, salaries, wages, and operating expenses and

for guaranteeing Yemen’s food security. It is in addition
to what the Kingdom has previously offered regarding
economic and development assistance.

Additionally, it is a continuation of the agreement reached
between the governments of the Kingdom of Saudi Arabia
and the Republic of Yemen made possible through the
Saudi Development and Reconstruction Program for Yemen
(SDRPY) within the Republic on 13/08/1441AH. It is part
of the Saudi government’s role to aid the brotherly Yemeni
people, alleviate their suffering, and bolster the Yemeni
economy to enable the Yemeni government to fulfil its other
obligations.

This generous support comes as a confirmation of the
Kingdom’s keenness to achieve security, stability and
development for the brotherly Yemeni people and as a
contribution to strengthening the budget of the Yemeni
government, improving the Yemeni economy, and raising
the purchasing power of the Yemeni citizen, which will
improve the infrastructure, support the essential sectors,
and improve the daily life of the Yemeni people.

This support also comes as an effort exerted by the
Kingdom to supportYemen in various fields, as the Kingdom
provided deposits in the Central Bank of Yemen as part of
the Kingdom’s support for the brotherly Yemeni people,

This support is for the Yemeni Government’s budget

Issue (160) September 2023

the Government of the Republic of Yemen to assist
it in addressing its budget deficit, and in support of
the Presidential Leadership Council, the Kingdom
of Saudi Arabia announced the provision of new
economic support to the Republic of Yemen with a
value of USD 1.2 billion.

bringing the total amount provided to the Central Bank of
Yemen to USD 4 billion during the period from 2012 to 2022.

The deposits come to improve the daily life of the
brotherly Yemeni people, as the Kingdom provided USD
1 billion in 2012 and provided USD 2 billion in 2018 in
the account of the Central Bank of Yemen as a deposit
designated to cover the import of basic food commodities
(wheat grains, wheat flour, rice, milk, cooking oil, and
sugar), which contributed to improving the human
development index, strengthening the Central Bank’s
reserves of foreign currencies, a relative reduction of the
currency collapse, decreasing in fuel and diesel prices, in
addition to improving the standard of living and increasing
the growth of the gross domestic product during 2019.

The previous Saudi deposit reduced fuel and diesel
prices by about 36% in 2019, and the average cost of the
lowest food basket decreased by about 16% in 2018. It
maintained its stability until the end of 2019, as well as a
decrease in the prices of imported food commodities by
about 19% after it reached its peak in October 2018.

The real GDP growth rate during 2018 and 2019 saw a
rise of about 0.75% in 2018 and 1.4% in 2019, according to
2022 estimates by the International Monetary Fund.

It also contributed to the rise in foreign currency reserves
in the Central Bank of Yemen from USD 900 million in 2017
to USD 2.5 billion in 2018, the increase in total food imports
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