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It is five months since the inhabitants of Gaza were caught unaware by Israeli 
aggression and subjected to a degree of violence unparalleled since Israel’s 

occupation of the Territory in 1967.  More than 1,400 people perished within 

22 days of the mayhem, while 700 enterprises were deliberately levelled to 

the ground or damaged.  In the months which ensued and until today, the 

people of Gaza continue to be crippled and enslaved by the Israeli blockade 
which has thwarted international efforts to help the destitute and some 100,000 

homeless inhabitants to re-establish themselves for yet another time.  The 

blockade is not only a wall but part of Israel’s insensitive policy to fragment 
the Palestinian nation in geography, as well as through physical, institutional 

and administrative restrictions so as to prevent its people from reaching any 

economic potential.

The annual meeting of OFID’s Ministerial Council, convening in Vienna on 

16 June 2009, will be an occasion to reflect on the achievements of OFID’s 
5-year association and partnership with UNRWA through its Microfinance 
Department.  It will also be an opportunity to highlight the overwhelming 

problems that continue to challenge the every day life of Palestinians and 

explore methodologies through which they might be better addressed and 

possibly resolved.

OFID’s support to the Palestinian people is not recent history.  In fact, the 

institution began to channel financial assistance to the Palestinians barely 
three years following its birth in 1976.  Between 1979 and 2002, this aid was 

effected through 66 grants totalling US$18.20 million under OFID’s Technical 

Assistance and Research Program.  Following the events which precipitated 

the second Intifada, OFID’s Ministerial Council decided in 2002 to establish 

a Special Grant Account for Palestine.  Total amounts committed under 
this Account stand at US$70 million, with further replenishments expected.  

Both the West Bank and Gaza have benefitted from 235 operations valued 
at US$108.50 million.  These have targeted health care, water supply and 

sanitation, education, rural development, as well as basic infrastructure 

projects.  The refugee camps in neighboring countries have also been recipients 

of OFID’s aid flows, particularly in times of crisis.  During 2008, 3 emergency 
grants totalling US$9.00 million were extended primarily to Gaza for food and 
medical supplies.  An additional US$2.5 million in grant aid was extended by 

OFID in the aftermath of the recent Israeli aggression on Gaza to perpetuate 
the survival and operational activities of Gaza’s social organizations, bringing 
the cumulative total of emergency aid to US$11.50 million.

UNRWA and OFID have cooperated in close partnership through a number of 

the above undertakings.  A glowing example of our special relationship is the 
one we share with UNRWA’s Microfinance Department.

In June 2004, OFID created the OPEC Fund Micro Enterprises for Palestine 

(PALFUND) scheme, with an initial contribution of US$2.5 million, to support 

Palestine’s private sector by developing micro-enterprises in the occupied 

territories.  As the largest microfinance institution in occupied Palestine and 
with a commendable success record, it was natural that OFID should opt for 

UNRWA as the choice implementing partner.  The initial amount in PalFund 

was later raised to US$7 million through a further contribution of US$4.5 

million, in keeping with an agreement which I signed in August 2007.
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This move confirmed the potential of microfinance in reducing poverty 
through self employment, providing opportunity rather than charity, as well 

as empowering marginal social groups, particularly women, to achieve their 

vision for a future of security and well-being.  Since then, OFID’s cumulative 

contribution of US$7 million has been reinvested several times, resulting in 

the financing of 20,000 micro-enterprise loans valued at US$26.55 million.  At 
a Donors’ Conference for Gaza held in Sharm El-Sheikh on 2 March, 2009, 
OFID took pride in announcing the extension of a further US$3 million for 
Palestinian micro-financing, which would also be channelled to PalFund, thus 
raising OFID’s total investment to US$10 million. 

As we meet now to take stock of our achievements and turn our heads towards 
the future, I wish to reflect on my participation at a ceremony in Vienna, in 
November 2008, where we observed the International Solidarity Day with the 

Palestinian People.  In my message, I referred to OFID’s provision, at that time, 

of US$3 million in food supplies and medicines to the people of Gaza, then, as 
now, suffering under the blockade.  I spoke of emergency aid to people who 
do not have the means to fend for themselves.  A month later, many of the 

lives we had intended to sustain had been tragically cut short.  The survivors 

mourned and continue to mourn the dead.  Although the Palestinians have 

demonstrated resilience in surviving every crisis so far, they are also engulfed 

in feelings of helplessness.  They await to see what opportunities tomorrow 

will bring.

I reflect on this now because microfinance is about something other than aid.  
It brings hope.  It is about giving people the chance to take charge of their own 
lives and emerge from poverty and neglect.  In Gaza, and also the West Bank, 
the need for this cannot be challenged.  The means to give them a chance 

through the PalFund are there.  Let us use them to the maximum so that we 

may realize the promises of what microfinance can bring.  In using this financial 
instrument, let us remember that microfinance is also about upholding dignity, 
about sustaining hope, and building lives anew.  It is with these objectives that 

OFID proudly continues to cooperate with UNRWA through its Microfinance 
Department, in supporting Palestinians and the communities in which they live 

and work, during these difficult times, but with faith in better tomorrows.

Suleiman J. Al-Herbish
Director-General
The OPEC Fund for International Development

Vienna, Austria, June 10, 2009
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In 2004, through an Administrative Agreement which entered into force 

in October of that year, the OPEC Fund for International Development 

(OFID) entrusted UNRWA’s Microfinance Department with the 
management of a new trust fund, intended to support sustainable job 

creation and income growth among small-scale private sector enterprises 

and household-based businesses in the West Bank and Gaza. The 
Agreement sought to leverage the Microfinance Department’s then more 
than decade-long experience in extending microfinance services in the 
occupied Palestinian territory (oPt) through an extensive and growing 

branch office network.  Since then, the PalFund Trust Fund has received 
total contributions of US$ 7 million from OFID, forming the basis for a 

unique collaboration between the organization and UNRWA.

OFID’s initial contribution to the Fund was US$ 2.50 million, which, after 

a five percent deduction to defray project set-up costs, was deposited 
in a separate bank account in Gaza, managed by the department.  
Since then, the department has drawn on the PalFund to further extend 

its centrepiece Microenterprise Credit (MEC) loan - the department’s 

chief means of outreach to the non-formal, small and medium-sized 
entrepreneurs who dominate the Palestinian economy - as well as an 

augmented version of this loan, MEC+, which was introduced in 2008 

to provide longer tenor loans for business investment. The department 

has also used the PalFund to finance its key Solidarity Group 
Lending product, its most effective means of assisting women micro-

entrepreneurs and female-headed households in the Gaza Strip. 

On the basis of the success of this lending, OFID opted to substantially 

increase its investment in the PalFund in 2007. On August, 30th, that 
year OFID Director-General,  Suleiman J. Al-Herbish, and UNRWA’s 
Deputy Commissioner-General Filippo Grandi signed a Letter of 
Agreement in Vienna, Austria, committing an additional US$ 4.5 million 

to the Trust Fund. These funds were deposited to the PalFund account 

in two tranches in March and July of 2008, and were instrumental in 

allowing a record expansion of the MD’s outreach in the (oPt) during 

this year.  

In the midst of one the most politically and economically regressive 

periods in the recent history of the West Bank and Gaza, OFID’s 
augmented support for the PalFund marks a signal contribution to 
tens of thousands of Palestinian entrepreneurs, their employees and 

families. As of March 2009, the MD had financed a total of 19,671 loans 
through the PalFund, for a total value of US$ 26,553,757.  In context, this 
represents 28 percent of the MD’s cumulative lending in the oPt since 

2004, and 18 percent of the departments’ lending across its regional 

field of operations in the oPt, Jordan and Syria.  These numbers confirm 
OFID as the single largest partner of UNRWA’s microfinance activities, 
and a pillar of the MD’s long-term efforts to support Palestinians in the 

West Bank and Gaza.
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The Microfinance Department is an autonomous and self-reliant function 
within UNRWA, established in 1991 to provide microfinance services to 
Palestine refugees, as well as poor or marginal groups living and working in 
close proximity to them. With operations in three countries, the department 

currently has the broadest regional coverage of any microfinance institution 
in the Middle East. Having begun its operations in the occupied Palestinian 
territory, it remains the largest non-bank financial intermediary in the West 
Bank and Gaza.  As of March 2009, it has extended over 173,000 loans across 
its areas of operation, valued at more than US$ 190 million.

The department presently works by extending microcredit and complimentary 
service to small entrepreneurs, households and businesses. This lending is 

guided in part by economic objectives: to sustain and create jobs, reduce 

poverty and boost economic security. However, its aim is also to support 
human development more broadly, by sustaining household consumption 

and family investments in education and health.  Fundamentally, it seeks to 
empower its clients, and in this respect particularly targets women and youth, 

as well as other economically and socially vulnerable groups.

The department conceives of its mission in the context of the United Nation’s 

broader vision of building inclusive financial services for the poor.  Many of 
its clients manage small, often informal businesses on the margins of the 

economy. The vast majority are unable to secure affordable credit from 

commercial banks. Yet if provided with such loans they do have the ability 
to repay them, while generating sustainable incomes for themselves, as well 

as their families and employees, many of whom are drawn from the poorest 

segments of society.  The department’s work is to help close this circle of 
opportunity. 

As of March 2009, the department has invested US$ 154 million in the 

Palestinian economy, through over 135,000 loans.  In order to assist Palestine 
refugees across the wider Middle East region, the department has since 2003 
also maintained operations in Jordan and Syria - currently home to 2.4 million 

Palestine refugees.  In the intervening six years it has grown into the second 

largest microfinance provider in Syria, and the fifth largest in Jordan. In total it 
has disbursed over 38,000 loans in these markets, for a cumulative investment 
of US$ 36.77 million.

The department focuses its outreach on poor urban areas, which are both 

centres of commercial and industrial activity and host a high concentration 

of Palestine refugees. As of March 2009 it maintains 17 branches in such 

locations around the region, employing 300 staff.  Seven branches are in the 
West Bank, three in Gaza, four in Jordan, and three in Syria. Operations in 
each country and part of the oPt  are overseen by a field office, each of which 
is in turn supervised and provided with support services by the department’s 

headquarters in Jerusalem.  
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In 2008 the department’s received the second contribution of 

US$ 4.5 million to the PalFund, taking the OFID’s cumulative 
investment in the Trust Fund to US$7 million, minus one 

2005 start-up deduction of US$ 125,000 for initial program 

support costs.  This additional capitalization allowed the MD 
to expand PalFund lending in Gaza by 34 percent, although 
the continuation of Israel’s blockade on the Strip did not 
allow a substantial rebuilding of the PalFund’s Gaza portfolio 
to levels recorded before the onset of the 2006 economic 

crisis.  

Through its extensive and expanding West Bank branch 
network, however, the department was able to dramatically 
expand PalFund lending in this market, despite the fact that 
the West Bank continued to face largely stagnant growth 
in 2008, and a likely erosion of real GDP per capita. In this 
respect it was also aided by the introduction of new MEC+ 

loans. A year on from the end of the first quarter of 2008, 
annual PalFund outreach in the oPt has accordingly risen by 

75 percent, with the value of lending expanding 100 percent, 

in both respects outperforming the department’s overall 

portfolio.  Since the PalFund’s establishment in 2004, this 

means that it has financed 19,671 loans in the oPt, valued 
at US$26,55 million. 

Rapid growth of PalFund lending in 2008 and during the 

first quarter of 2009 was made possible by OFID’s second 
contribution to the PalFund, which was exhausted in the first 

quarter of 2008. The last four PalFund project schedules 

submitted by the department and approved by OFID have 

accordingly been financed with revolved capital from 
repayments on earlier loans.  Repayment rates continue to 

be quite high. To date, 91.2 percent of 5,905 clients financed 
through both the original and the second OFID contribution to 

the PalFund have fully repaid their loans. This performance 

is particularly noteworthy given the difficult political and 
economic situation in Gaza.

2004 2005 2006 2007 2008 2009 
Numbers 586 3,798 2,898 4,050 6,736 6,412 
Values US$ 475,000 3,727,000 3,071,707 5,149,851 11,055,119 12,300,320 
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Original loans 

5,905 

30% Revolved 

loans 

13,766 

70% 

Original loans 

6,874,920 

26% Revolved 

loans 

19,678,837 

74% 

There is considerable scope to continue expanding outreach 

in the West Bank, particularly with the planned introduction of 
new Women’s’ Household Credit loans in 2009, and further 
expansion of the department’s branch network in this part of 
the oPt. OFID’s. Yet it is also clear that the PalFund’s inability 
to provide further support to Gaza’s over one million refugees 

casts a long shadow over this report. Between March 2008 

and March 2009, Gaza’s share of cumulative PalFund loans 
has slid from 41 percent to 32 percent and from 30 percent 
to 21 percent of the value of lending. It can only be hoped 

that political circumstances will allow the PalFund to reverse 

this regression over the coming year. 
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Through its branch offices the MD provides a range of credit products.  
In addition, it is presently also planning to pilot savings-deposit 

services in the West Bank and Gaza. Existing products available in the 
department’s markets include the following:

 designed to help businesses 

employing fewer than five workers build up and maintain reserves of 
short-term working capital. 

 provides longer term 

capital to established clients and larger businesses.  

 extended to groups of women 

entrepreneurs to sustain enterprise, as well household expenditures on 

education and health. 

 supports female 

microenterprises, similarly to the SGL but adapted to home-based 
entrepreneurship, and extended to individual borrowers. 

 supports working-class family 
consumption, regular investments in education and health, as well as 

emergency outlays.

 helps poor families with no access 

to mortgage facilities improve, expand or acquire housing. 

 finances the long-term 
capital needs of a range of small-to large-scale formal enterprises.

In addition, the department runs a 

 in Gaza, teaching 
entrepreneurship and business skills to business persons and others.  
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UNRWA’s Microfinance Department first began operations 
17 years ago in the Gaza Strip, aiming to support a local 
Palestine refugee population which today numbers over one 

million. Since the beginning, the department’s work in the 
Strip has been buffeted by the Israeli-Palestinian conflict, 
most notably a tightening of Israeli closures following the 

outbreak of the second Intifada, with the annual value of 
lending in Gaza collapsing from US$10.04 million in 2006, 
to US$4.09 million by 2002.

The creation of the PalFund Trust Fund in 2004, which 

has as of the first quarter of 2009 financed 6,255 loans in 
Gaza valued at US$5.67 million, was an important part of 
the department’s subsequent rebuilding of its lending in the 

Strip, as well as the West Bank.  By 2005, the overall value 
of outreach in the Strip had recovered to US$ 10.38 million. 
As of then, Gaza remained the department’s core market, 
accounting for 53 percent of its portfolio and over 50 percent 
of overall outreach by value. 

The victory of Hamas in the 2006 Palestinian Authority 
General Elections precipitated another crisis, however. 
Pursuant to the imposition of an Israeli and international 

embargo  on the new PA government, the value of lending in 

Gaza fell by 55 percent that year,  with the number of loans 
declining 72 percent by 2007.  Following Hamas’ complete 
takeover of PA security institutions in mid 2007, all exports 
from the Strip were halted, and imports reduced to a fraction 

of bare requirements.  

The ensuing collapse of Gaza’s economy was immediately 
reflected in the department’s balance sheet, forcing it to 
sharply reduce costs, maintain a 50 percent reduced staff in 

2007 and 2008, and to adopt a highly conservative lending 

posture. While the overall number of loans continued to 

decline in 2008, however, the department managed to 

increase the value of disbursements by three percent, largely 

through extension of fully collateralized housing loans. MEC 
and SGL lending in Gaza financed through the PalFund is 
shown below.

2004 2005 2006 2007 2008 2009 
Numbers 586 1,784 1,739 941 943 1,048 
Values, US$ 475,000 1,302,000 1,468,600 908,750 1,169,950 1,373,200 
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Israel’s 2008-2009 Gaza war struck hard against the 
department’s remaining active clients; 28 percent had 

businesses damaged, of which 98 were operating before 

the war. As a result these clients hold a full 53 percent of 
active outstanding loans in Gaza. Out of these, 85 percent 
were MEC and SGL loans, of which the vast majority were 
PalFund-financed. Losses suffered by affected MEC and 
SGL borrowers, through destruction of physical assets, 
inventory, and loss of revenue, totalled US$827,447; while 

21 percent of active clients suffered damage to their houses 

worth US$ 1.21 million in total.  Three active borrowers and 

14 members of the families of clients were killed.

The economic situation after the war remains bleak, showing 
little improvement on 2008, when 98 percent of Gaza industry 
remained shuttered. That year, the World Bank noted that 
“For Gaza’s economy to revive, it must be able to import a 
large quantity of industrial and agricultural inputs, and export 

its products and agricultural produce.” This is even more the 

case today. With OFID’s support, the department resumed 

full lending in Gaza during February 2009], extending 262 
PalFund loans valued at US$ 343,300 by March 2009. But 
while the department remains committed to Gaza’s refugees, 
its ability to again rebuild its full outreach in the Strip remains 

hostage to Israel’s continuing blockade. 
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The department extends PalFund loans through all of its ten branch offices in the oPt; three of which are located 
in the Gaza Strip, and seven in the West Bank, out of which one office, in the West Bank city of Qalqilya, was 
inaugurated in 2008.  In addition, the department plans to open another branch office in Jericho in 2009. 

Overall, the PalFund has since its establishment financed 13,416 loans valued at US$20.89 million in the West 
Bank, and an additional 6,255 loans worth US$5.67 million in Gaza.  A year on from the first quarter of 2008, 
this represents a 68 percent increase in outreach and a doubling of lending in the West Bank, with the PalFund 
portfolio accordingly also outperforming broader department lending in this market. Despite the continuing 
crisis in Gaza, PalFund outreach and lending in this region nevertheless also increased, if at a dramatically 
lower pace, by 17 percent and 25 percent respectively.

The result of two years of uneven outreach growth in Gaza and the West Bank is that the latter market currently 
accounts for 68 percent of the Trust Fund’s cumulative loan outreach, and more than 78 percent of its value. 

While roughly proportional to the difference in population between Gaza and the West Bank, this relative 
distribution does not accord with the higher percentage of Gaza residents who are refugees, and is a direct 
result of the economic and humanitarian crisis-within-a-crisis which began in Gaza in 2006, coming to a full 
head in the middle of 2007, as detailed below. 
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Gaza 

2,644 
13% 

Khan Yunis 

2,298 
12% 

Middle/Nusseirat 

1,313 
7% 

Nablus 

3,275 
17% 

Tulkarm 

1,919 
10% 

Jenin 

1,367 
7% 

Qalqilya 

225 
1% 

Ramallah 

2,755 
14% 

Bethlehem 

1,800 
9% 

Hebron 

2,075 
10% 

Among the departments West Bank offices, its Nablus branch has been the most productive in terms outreach, accounting 
for 16 percent of all loans disbursed in the oPt since 2004, followed by Ramallah and Hebron, at 14 percent and 11 percent 
respectively.  In the Strip, the department’s Gaza City branch has historically accounted for the largest number of loans 
disbursed, at 13 percent of cumulative PalFund outreach.
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Empowering female microentrepreneurs is a core part of 

the Microfinance Department’s mission, motivating the 
development and successful extension of its Solidarity Group 
Lending (SGL) product, one of three types of loans presently 
financed by the PalFund. Since their introduction in 1994, 
2,595 PalFund SGL loans valued at US$1.67 million have 
been disbursed to female clients in the Gaza Strip - the only 
market where this loan is offered.  This outreach represents 
46 percent of all PalFund loans disbursed in Gaza since 
2004.

The SGL product was designed to accommodate the 
particular circumstances of women entrepreneurs in the 

Strip.  95 percent of businesses in the oPt employ less 

than 5 people,  but female-owned businesses tend to be 

particularly small and informal, usually employing even less 

staff, and  rarely non-family members. These businesses 

may be home-based, involving artisan work, small-scale 
animal rearing or dairy production. To a greater extent than 

in the West Bank, however, women microentrepreneurs in 
Gaza also work extensively in street vending and open-air 
markets.

Based on a classic microfinance model pioneered by 
Bangladesh’s Grameen Bank, the SGL loan is extended to 
groups of women borrowers who use their funds individually, 

but take collective responsibility for repayment – a social 
monitoring and enforcement mechanism which mitigates the 

department’s lending risk, allowing it to charge a manageable 
interest rate. Loans are used to sustain enterprise, but also to 

support household expenditures on education and health. 

While very successful in the Gaza Strip, the SGL product 
is not as well-adapted to women-led enterprise in the West 

Bank, or the department’s other markets in Jordan and 
Syria, where the department has instead recently launched 

a product titled Women’s Household Credit (WHC). This 
loan accommodates the fact that much as in the West 

Bank; female micro-entrepreneurs in Syria tend to be 
almost exclusively home-based, working in social settings 
inappropriate to a group-lending methodology

In apportioning its PalFund portfolio, the department must 

balance its targeting of women microentrepreneurs against 

its need to sustain and generate employment. Through its 

MEC and MEC+ loans the MD supports enterprises which 

often recruit relatively more labour, including non-family 

members. However, these are overwhelmingly likely to be 
male-owned. In West Bank, where the PalFund has to date 
financed 1,153 loans to women through MEC loans, at a 
cumulative worth of US$ 1.59 million, PalFund targeting of 

women accordingly stands at under nine percent in the West 

Bank.

This imbalance has been exacerbated by the continued crisis 

in the Gaza Strip. While overall outreach in Gaza - including 
SGL lending - remained stagnant in 2008, and was because 
of Israel’s assault partially suspended during the year’s last 

quarter, the department grew outreach by 48 percent in the 

West Bank during this time. As a result, cumulative PalFund 
outreach to women, in the form of 3,742 loans valued at 
US$3.25 million, fell from 23 percent in March 2008, to 19 
percent by the first quarter of 2009.  

The resumption of SGL lending in 2009 will allow this 
temporary fall-off to be corrected in the coming year.  More 

significantly, the department will during this time greatly 
boost its targeting of women microentrepreneurs in the 

West Bank by introducing WHC loans to this market.  There 
is accordingly great scope for the PalFund financing of 
the WHC product to reach a significantly greater number 
of women microentrepreneurs in the oPt over the coming 

years.

Male 

15,929 

81% 

Female 

3,742 

19% 
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and metal production workshops. In Gaza, the sector 
suffered significant capital losses during the war, but had 
prior to this also been hard hit by the Israeli blockade on 
the Strip, with 98 percent of local businesses in this sector 

closed due to absence of raw materials and low demand 

during 2008.  Since 2004, the PalFund has financed 2,044 
loans to Palestinian industry worth US$2.78 million.

Though department lending focuses on largely urban areas 

with significant concentrations of Palestine refugees, it has 
also developed some outreach to agriculture through the 

PalFund. 1,425 loans valued at US$1.14 million have been 

directed to this sector since 2004. The bulk of agricultural 
financing has been disbursed through the SGL product in 
Gaza, primarily supporting fishermen and women clients 
with small animal husbandry and dairy production projects. 

In the West Bank, loans have mainly financed greenhouses 
and animal husbandry projects in the areas of Tulkarm, 
Bethlehem, and Qalqilya.

PalFund lending in the oPt is directed into four main economic 

arenas: services, commerce, industry and agriculture, with 

the first two categories dominating the portfolio. Together, 
commerce and service lending accounts for 83 percent of all 
PalFund outreach; a figure which has remained more or less 
unchanged since the first quarter of 2008.

Since 2004, some 8,560 loans worth US$12.03 million 
have been invested in the services sector, supporting one-

man taxi operators, street-side food stalls, as well as small 

engineering companies. Meanwhile, 7,642 loans worth more 

than US$10.59 million have been directed to Palestinian 

commerce, including grocery stores, street vendors and 

supermarkets. 

PalFund investment in industry has composed only 10 

percent of its outreach to date, covering home-based 

sewing and garments production, and as well as plastics 

Agriculture 

1,425 
7% 

Commerce 

7,642 
39% 

Industry 

2,044 
10% 

Services 

8,560 
44% 
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OFID Trust Fund to Provide Microfinance 
to Palestinian Enterprises in the Occupied 

Palestinian Territory

The Microfinance Department seeks to support age groups 
that are particularly at risk in the West Bank and Gaza, 
whether by directly supporting them as microentrepreneurs, 

or working to increase employment opportunities for them. 
This is particularly exemplified in its targeting of youth - defined 
as clients between the age of 18 and 24 years - as well as 

the elderly - classified as clients older then 65 years. Since 
2004, 22 percent of all PalFund loans have gone directly to 

clients in these two age categories. This targeting is enabled 

by the department’s internal information management 

system, which will in 2009 be greatly augmented by the 

activation of a dedicated Social Performance Management 

Unit established in 2008 to ensure that the more marginal 

sectors of the community are effectively targeted to ensure 

that the department meets its social as well as its financial 
objectives..  

A dominant demographic in the West Bank and Gaza, 
young Palestinians are particularly unlikely to obtain credit 
for microenterprise through regular banks, having access to 
few personal savings and often lacking credit histories as 
well collateral. According to the Palestinian Central Bureau 

of Statistics, meanwhile, Palestinians in the 15-19 and 20-24 

age cohorts suffered the highest unemployment rates in the 

oPt in 2008, at 36.3 percent and 30.8 percent respectively. 
They include a growing population of university graduates 

who face limited professional employment opportunities.

Unemployment is associated not only with economic but also 

acute social and political problems for young Palestinians. In 

addition to facing pressure to support their families in the 

context of the prevailing economic crisis in the oPt, they are 

also disproportionately likely to be attempting to get married 
and acquire homes for their own households. Economically 

and socially disaffected youth, particularly men, are 

meanwhile more likely to be caught up in the violence of the 
Israeli-Palestinian conflict.

Supported by the PalFund, the department accordingly targets 

its main MEC loan product to young microentrepreneurs, 

while also prioritizing lending to enterprises likely to employ 
a high percentage of young people. Since 2004, the PalFund 

has financed 2,620 loans to clients in the 18-24 age group, 
representing 13 percent of the Trust Fund’s cumulative 
outreach, with an additional percentage of youth enjoying 

indirect employment support through broader PalFund 

lending.

Elderly microentrepreneurs in the West Bank and Gaza are 
among the department’s poorest clients, who for lack of 
insurance and an adequate national social security system 

often resort to microenterprise as a coping strategy.  The 

added importance that investment in such enterprises plays 

in safeguarding economic security informs the department’s 

lending to this age group. In extending credits to these often 

very small types of business, however, the department 

must also balance against the need to sustain and boost 

overall employment generation in the oPt. Since 2004, the 

PalFund has enabled 1,830 loans to clients older than 65, 
representing nine percent of all loans disbursed through the 

Trust Fund.
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As of the end of March 2009, the PalFund has financed 
16,989 MEC loans valued at US$23,869,197, accounting for 
87 percent of all cumulative OFID portfolio financing.  2,595 
SGL loans were also extended during this period, valued at 
more than US$1.67 million and representing 13 percent of 

PalFund disbursements since 2004. While only 87 MEC+ 

loans have been extended so far, representing 0.4 percent of 

cumulative Trust Fund disbursements, the relatively greater 

size of these loans meant that they already account for 4 
percent of all lending since 2004, for a total value of over 

US$1.01 million.
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As of the end of March 2009, repayment ratios for these 

portfolios remain quite high, with most loans having been 

completely repaid, and therefore closed. The overall 

repayment rate for the MEC product in the West Bank was 
97.84 percent, and in Gaza 97.68 percent. The repayment 
rate for the SGL product in Gaza was 96.5 percent.

Types of Microfinance Department Loans Financed by the PalFund Trust Fund Since 2004

 designed for the overwhelming majority of Palestinians businesses which 

employ fewer than five workers, most of whom enjoy no access to formal credit and are vulnerable to shocks.  
Loans range from US$300 to US$8,500, and are designed to help such businesses build up and maintain 
reserves of short-term working capital.  

 addresses the demand of mature enterprises for larger loans 

with more extended repayment horizons, in order to enable capital expansion and employment grow. The 
department allows borrowers and who have demonstrated repayment ability over three loan cycles, as well as 

formal enterprises, to apply for MEC+ loans. 

 targets and is reserved exclusively for women entrepreneurs organized 
into lending groups that assume collective responsibility for repayment. Starting at US$200, with a maximum 

ceiling of US$5,000, the SGL sustains enterprise, as well household expenditures on education, health, and 
basic needs. Designed for the Gaza Strip, this product is not retailed in the West Bank or other markets
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2008 USD
Gaza

2008 USD
West Bank

2008 USD
Palestine

Operating Revenue
Interest on Loans  216,362  1,258,124  1,474,486 

Total Revenues  216,362  1,258,124  1,474,486 

Provision Expenses for Impaired Loans  (20,471)  (162,025)  (182,496)

Recoveries from Written Loans  32,669  83,673  116,342 
Net  12,198  (78,352)  (66,154)

Operating Expenses 
Salaries and Related Expenses  181,702  624,167  805,869 

Special Service Contracts  5,733  44,367  50,099 

Occupancy  13,241  52,142  65,384 
Communication  4,678  22,223  26,901 

Stationary and Supplies  4,453  36,247  40,700 

Minor Equipment and Maintenance  1,135  308  1,443 
Travel and Transportation  7,956  31,363  39,319 
Depreciation  7,584  25,123  32,707 
Loss on exchange Difference  281  9,769  10,050 

Program Support Cost  3,461  14,275  17,736 
Training  1,406  26,821  28,227 

Other Cost  179  4,208  4,387 
Total Operating Expense  231,811  891,013  1,122,825 

Allocation Cost-Central Office and Jerusalem Office  42,627  123,816  166,443 
Total Operating Expenses and Allocation  274,439  1,014,829  1,289,268 

 

Net Income (Loss) Period  (45,879)  164,943  119,064 

Operating Revenue & Recovery  249,031  1,341,797  1,590,828 

Operating Expenses and Provision  294,910  1,176,854  1,471,764 

Operational Self-Sufficiency 84% 114% 108%
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Gaza West Bank Total
Since Beginning 

(USD)
Since beginning 

(USD)
Since Beginning 

(USD)
Total amount of loans Disbursed  5,667,600.00  20,886,158.00  26,553,758.00 
Original Fund 1 & 2  1,931,700.00  4,943,220.00  6,874,920.00 

Revolved  3,735,900.00  15,942,938.00  19,678,838.00 
Total No. of Loans Disbursed  6,255  13,416  19,671 
Original  2,322  3,583  5,905 

Revolved  3,933  9,833  13,766 
 

Loans Repayments  4,953,367.91  15,605,089.00  20,558,456.91 
  

Total Amount of Written Off Loans (Bad Debts )  285,369.94  287,637.00  573,006.94 
Original  47,563.07  74,112.00  121,675.07 

Revolved  237,806.87  213,525.00  451,331.87 
Total No. of Bad Debts Loans  843  512  1,355 
Original  197  177  374 
Revolved  646  335  981 

  

PALFUND Outstanding Balance  428,862.15  4,993,432.00  5,422,294.15 
Number of Active Loans  503.00  4,222.00  4,725.00 

 

Portfolio Outstanding at Risk over 30 days  60,309.90  414,443.29  474,753.19 
 

PAR Rate over 30 days as of March 2009 14.06% 8.30% 8.76%

 Bank Balance as at March 31, 2009
  US Dollar 
Original Fund  7,000,000.00 

Deduct: Program Support Cost  125,000.00 

Deduct: Outstanding Balances  5,422,294.15 

Deduct: Write off  573,006.94 
Deduct: Bank Charges  669.17 

Add: Due to Gaza Field  26,035.00 
Balance Available at the Bank as at March 2009  $905,064.74 
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Gaza West Bank         Palestine 
Mar-09 
(USD)

2008 
(USD)

Mar-09 
(USD) 2008 (USD) Mar-09 

(USD) 2008 (USD)

Operating Revenue
Interest on Loans  35,029  216,362  487,661  1,258,124  522,690  1,474,486 

Total Revenues  35,029  216,362  487,661  1,258,124  522,690  1,474,486 

Provision Expenses for Impaired Loans  (9,777)  (20,471)  (51,830)  (162,025)  (61,607)  (182,496)

Recoveries from Written Loans  583  32,669  16,207  83,673  16,790  116,342 
 (9,194)  12,198  (35,623)  (78,352)  (44,817)  (66,154)

Operating Expenses 
Salaries and Related Expenses  24,253  181,702  179,409  624,167  203,662  805,869 

Special Service Contracts  758  5,733  5,916  44,367  6,674  50,100 

Occupancy  1,680  13,241  22,471  52,142  24,151  65,383 
Communication  793  4,678  8,355  22,223  9,148  26,901 

Stationary and Supplies  431  4,453  14,365  36,247  14,795  40,700 

Minor Equipment and Maintenance  373  1,135  -    308  373  1,443 
Travel and Transportation  356  7,956  13,203  31,363  13,558  39,319 
Depreciation  1,352  7,584  9,695  25,123  11,047  32,707 
Loss on exchange Difference  481  281  2,575  9,769  3,056  10,050 

Program Support Cost  1,389  3,461  4,466  14,275  5,856  17,736 
Training  60  1,406  -    26,821  60  28,227 

Other Cost  116  179  1,130  4,208  1,246  4,387 
Total Operating Expense  32,041  231,809  261,585  891,013  293,626  1,122,822 

Allocation Cost-Central Office and Jer. 
Office  5,270  42,627  44,055  123,816  49,325  166,443 

Total Operating Expenses and 
Allocation  37,312  274,436  305,640  1,014,829  342,951  1,289,265 

Net Income (Loss) Period  (11,477)  (45,876)  146,398  164,943  134,922  119,067 

Operating Revenue & Recovery  35,612  249,031  503,868  1,341,797  539,480  1,590,828 

Operating Expenses and Provision  47,089  294,907  357,470  1,176,854  404,558  1,471,764 

Operational Self-Sufficiency 76% 84% 141% 114% 133% 108%
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Date OPEC FUND PSC Disbursement Repayment Bank Charges Bank Balance
2005  2,500,000.00  125,000.00  4,202,000.00  2,727,074.68  178.86  899,895.82 

2006  -    -    3,071,820.19  3,091,460.06  84.70  919,450.99 

2007  -    -    3,149,935.65  3,282,784.71  80.11  1,052,219.94 

2008  4,500,000.00  -    13,054,095.04  8,426,673.77  272.00  924,526.67 

Q1, 2009  -    -    3,075,079.66  3,055,670.60  53.50  905,064.11 

  7,000,000.00  125,000.00  26,552,930.54  20,583,663.82  669.17  905,064.11 






