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Message from the Director-General of OFID
Another year has passed bringing to 62 the number of years since the Palestinians were 
forcefully driven from their properties and 62 years that they continue to be subjected to persistent 
aggression, displacement and occupation by Israel.  Throughout this time, those Palestinians 
who managed to remain on their ancestral lands, despite harsh and outright, illegal means to 
expel them, have done so out of steadfastness or what, in Arabic, is termed “Sumud”.  For an 
estimated 4.7 million registered Palestinian refugees dispersed across the occupied Palestinian 
territories and the wider Middle East, the world “Sumud” connotes a determination to remain, to 
surrender no further ground, and to stand by unyieldingly to one’s rights and aspirations.

Since the inception of the OPEC Fund for International Development (OFID) in 1976, the 
institution has unwaveringly supported the Palestinians by committing resources to reinforce 
diverse project-oriented initiatives in the territories, as well as emergency aid when extenuating 
circumstances required it.  OFID has closely cooperated with UNRWA during much of this time and in recent years, this 
relationship has been further anchored by its support of UNRWA’s microfinance activities in Palestine.  As I look back on 
this past year, it is heartening to note that our intensified collaboration has led to considerable improvements in the lives of 
thousands of families.  At the same time, I am aware that UNRWA shares with me a sense of deep concern at the tenacious 
impediments that are frustrating our efforts in Gaza and the unending difficulties inflicted on the Palestinians in the West 
Bank, including Occupied East Jerusalem.  These deliberately planted obstacles have cast a shadow on all the recorded 
successes of the past 12 months.

As of March 2010, the war launched by Israel on Gaza in late 2008, has not ended.  Although artillery fire and aircraft 
have ceased to destroy human life on a daily basis, Israel’s economic warfare against the inhabitants of Gaza continues 
unabated, waged through its blockade of the small fenced-in territory which began in the year 2000, to become severely 
tightened during 2007.  By prohibiting the transfer of construction materials into Gaza during the past year, much of the USD 
4.5 billion in international aid pledged to Gaza in March 2009 at the Donor Conference in Sharm El Sheikh, Egypt has been 
lying idle instead of being spent to repair or construct new buildings for the thousands of Palestinians living under appalling 
conditions and left homeless by the Israeli assault.  Amidst continued prohibitions on regular exports and severe restriction 
on the importation of basic goods, cooking gas, and fuel for Gaza’s sole power plant, this economy flickers as tenuously 
as the street lights in Gaza.  What remains of Gaza’s economy has literally been forced to go underground, with thousands 
of young men every day risking their lives in smuggling tunnels that have been built under Gaza’s border with Egypt.  Yet 
many Gazans cannot afford the goods thus brought that arrive; over 80 percent of them rely on daily food assistance, much 
of this provided by UNRWA.  

To alleviate Gaza’s current economic crisis, first prompted by the imposition of the reinforced blockade in 2007, OFID has 
provided USD 11.5 million in emergency aid since 2008, out of which USD 3.0 million were disbursed in the immediate 
aftermath of the war.  However, OFID continues to invest in the longer-term development of Palestinian communities 
and civil society.  One of our current painstaking concerns is the plight of occupied Jerusalem a city isolated from the 
rest of the West Bank, whose inhabitants have recently been subjected to increased land seizures and house evictions 
to accommodate more illegal Israeli settlements.  In 2009, OFID approved a grant of USD 1.5 million to improve the life 
of Palestinians in Jerusalem.  Focused particularly on youth, the grant will repair, construct and equip schools and their 
facilities, in addition to some historical buildings.  It will also finance studies to provide a documented record of Palestinian 
property ownership in Jerusalem, to forestall confiscation.  In the same year, OFID also approved a USD 1.2 million grant 
to support a Scholarship Fund for Talented Palestinians, established at the initiative of UNRWA, to develop the capacities 
of Palestinian youth across UNRWA’s sphere of operations.

As those familiar with OFID’s work are aware, long-term development is a key component of our unwavering commitment 
to the Palestinian people.  We began delivering on it barely three years after our establishment as an institution, funding 
66 projects worth USD 18.2 million between 1979 and 2002 through our Technical Assistance and Research Program.  
Following the outbreak of the second Intifada, OFID’s Ministerial Council established a Special Grant Account for Palestine, 
with the help of which our cumulative investments in the West Bank and Gaza, as well as in refugee camps in neighbouring 
countries, have reached USD 80.78 million.  The resources in the Grant Account have, as at end March 2010, supported 
283 projects in the areas of health care, education, rural development, basic infrastructure, water supply and sanitation.  
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As is the case this year, UNRWA has been a critical implementing partner in many of these projects.  In our joint efforts to 
promote sustainable improvements in the lives of Palestinians, its Microfinance Department (MD) is playing an increasingly 
pivotal role.  Following the outbreak of the second Intifada, OFID in 2004 initiated its partnership with the MD - the largest 
and most well-established microfinance institution in Palestine - to create the OFID Micro Enterprises Fund for Palestine 
(PalFund Trust Fund).  Its first contribution to the Fund in the amount of USD 2.5 million was later increased to USD 7 million 
through an additional contribution of USD 4.5 million.  These resources are being administered by UNRWA on OFID’s 
behalf.  

The fifth anniversary of the PalFund was marked by a further milestone in OFID’s relationship with UNRWA.  Pursuant to a 
pledge made at the 2009 Gaza Donors’ Conference in Sharm el Sheikh, on July 2, 2009, it gave me great pleasure to sign 
an agreement committing an additional UDD 3 million to the PalFund, which raised our cumulative resources to the facility 
to USD 10 million.  These funds have, to date, financed 27,159 microenterprise loans worth USD 40.1 million.  In the West 
Bank, USD 32.1 million financed 18,981 loans. In Gaza, US$8 million financed 8,178 loans.  These loans have created 
job opportunities, empowered marginal groups, particularly women, and sustained investments in education, health and 
housing.  I was particularly happy to sign the July 2009 agreement with Ms. Karen Koning AbuZayd who, during her tenure 
as UNRWA’s Commissioner-General, oversaw much of the growth of the PalFund under adverse circumstances.  

From my vantage point as the head of an international development fund, the ongoing crisis is doubly tragic.  In April 
this year, I addressed a meeting of the Arab Coordination Group of Institutions and the OECD’s Development Assistance 
Committee, which focused on the twin problems of food insecurity and energy poverty, two concerns which constantly 
preoccupy the world’s poor.  In most of the 125 countries where OFID operates, such problems usually originate from 
inadequate public resources, poor governance, civil unrest, and sometimes, war.  The solutions required are often complex, 
requiring large-scale overhauls of public administration, new legislation, and often, the termination of conflict.  In Gaza, 
however, these problems are entirely man-made, and originate from a deliberate policy intended to disenfranchise and 
disempower Palestinians.  The solution here is simple and straightforward.  It requires only the opening of a few border 
crossings.  The international community does not need to wait for an end to the Israeli-Arab conflict to ensure that this 
happens.  It should act now.  It has a moral and legal obligation to do so for, without economic hope, there can be no peace.

At the July 2009 signature ceremony which affirmed OFID’s continued support for UNRWA’s work in microfinance, I spoke 
about how the PalFund partnership had unlocked the door for many Palestinians, helping them to achieve a sense of 
security and well-being for both themselves and their communities.  Over the course of the past twelve months, the MD 
has determinedly sought to nurture their faith in a word that is today heard very rarely in Gaza– hope.  Yet for too many 
Palestinians in Gaza, bigger doors remain locked, economic opportunities foreclosed, and the promise of microfinance, 
merely a promise.  The MD’s continued perseverance in the face of such obstacles remind us of how much more could be 
accomplished if words such as political will, compassion, and justice were more often invoked in international political circles.  
Those words are among the vital ingredients for peace.  In the meantime, OFID’s collaboration with UNRWA remains a 
pillar of our own “sumud”, our determination as an institution to remain steadfast in our support of the Palestinians, and their 
aspirations to shape their own future as a sovereign state.

I take the opportunity here to extend my best wishes to Ms. Karen Koning AbuZayd.  Having ceded her position in 2010, 
she leaves behind a legacy of outstanding dedication to the Palestinian people.  She will be deeply missed not only by the 
staff of the UN agency, but also by persons, like myself, who had the privilege of cooperating with her and appreciated her 
courage, perseverance and transparency.

I look forward to a similarly fruitful cooperation with Mr. Filippo Grandi, the new Commissioner-General who has assumed 
his duties at a critical moment in the history of the Occupied Territories and in particular, Gaza.

Suleiman J. Al-Herbish
Director-General
The OPEC Fund for International Development
Vienna, Austria, 2010
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The PalFund Trust Fund
In 2004, against the backdrop of a prolonged economic crisis in the 
West Bank and Gaza sparked by the outbreak of the second Palestinian 
Intifada, the OPEC Fund for International Development (OFID) 
embarked on a unique collaboration with UNRWA and its Microfinance 
Department (MD). Through an Administrative Agreement that entered 
into force in October of that year, UNRWA assumed responsibility for 
the management of a new trust fund, the Palestine Micro Enterprise 
Fund (or PalFund) intended to enable the MD ─ the largest non-bank 
financial intermediary in the West Bank and Gaza ─ to expand micro-
credit support for sustainable job creation, income growth, and socio-
economic empowerment in the occupied Palestinian territory (oPt).  
OFID’s initial investment of USD 2.50 million in the PalFund has since 
been richly augmented, with the organization’s cumulative commitment 
to the Trust Fund currently standing at USD 10 million.  It is a remarkable 
expansion, which has driven a consummate growth in outreach and 
financing over this period. 

The MD, which manages the PalFund through a separate bank 
account in the Gaza Strip, draws on the Fund to extend its centrepiece 
Microenterprise Credit (MEC) loan ─ the MD’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.  The Department also 
uses the PalFund to finance women microentrepreneurs and female-
headed households through its longstanding Solidarity Group Lending 
(SGL) product, which is marketed in the Gaza Strip, and in the West 
Bank through a newly established Women’s Household Credit (WHC) 
product, introduced in this market in 2009.  In total, 27,159 loans have 
been financed by the PalFund to date, financing USD 40.10 million 
among some of the most marginal economic constituencies.

As the PalFund enters its sixth year of operation, OFID’s continued 
and deepening commitment to the Fund marks both a validation of this 
performance, and recognition of enduring, unmet demand for affordable 
micro-credit in the oPt. On July 2, 2009, in the immediate wake of Israel’s 
recent war on Gaza, OFID Director-General Suleiman J. Al-Herbish 
signed the organization’s most recent commitment to the PalFund, 
valued at USD 3 million, USD 2 million of which was deposited in the 
Fund’s account within the following three months. Rapidly disbursed, 
these funds have already provided critical support to thousands of 
Palestinian entrepreneurs, their families and employees.  In total, 
outreach financed through the PalFund currently represents 41 percent 
of the MD’s cumulative lending in the oPt since 2004, and 27 percent 
of the departments’ lending during this period across its regional field of 
operations in the oPt, Jordan and Syria.  These numbers confirm OFID 
as the single largest sponsor of UNRWA’s microfinance activities, and 
a pillar of the MD’s long-term efforts to support Palestinians in the West 
Bank and Gaza, during one of the most politically and economically 
regressive periods in their history.
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UNRWA’s Microfinance Department 
The Microfinance Department is an autonomous financial unit 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 MD currently has the broadest regional 
coverage of any microfinance institution in the Middle East. Having begun its 
operations in the oPt, it remains the largest non-bank financial intermediary 
in the West Bank and Gaza.  As of March 2010, it has extended over 202,100 
loans across its areas of operation, valued at USD 224.29 million.

Mission
The MD works by extending micro-credit and complimentary services 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, all lending seeks to empower the 
MD’s clients, and in this respect particularly targets women and youth, as 
well as other economically and socially vulnerable groups, who face particular 
challenges in obtaining affordable credit.

The MD 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 MD’s work is to help close this circle of opportunity.
 

Outreach
As of March 2009, the MD has invested USD 174.36 million in the Palestinian 
economy through 146,600 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 2.46 million Palestine 
refugees. In the intervening six years it has grown into the second largest 
microfinance provider in Syria, where it is also the first institution to reach 
operational self-sufficiency, and the fifth largest in Jordan. In total it has 
disbursed over 55,400 loans in these markets, for a cumulative investment of 
USD 54.51 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 2010 it maintains 17 branches around the 
region, employing 310 staff.  Seven branches are in the West Bank, three in 
Gaza, four in Jordan, and three in Syria. Operations in each country, as well 
as the West Bank and Gaza, are overseen by a field office, each of which is in 
turn supervised and provided with support services by the MD’s headquarters 
in Jerusalem. 
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Products and services
Through its branch offices the MD provides a range of credit products.  
Existing products available in the MD’s markets that are funded through 
the PalFund include the following:

Microenterprise Credit (MEC): targets the overwhelming majority of regional 
businesses which employ fewer than five workers, most of whom enjoy no access to 
formal credit and are vulnerable to shocks. The loans range from USD 300 to USD 
8,500, and are designed to help such businesses build-up and maintain reserves of 
short-term working capital.

Microenterprise Credit Plus (MEC+): allows mature microenterprises who 
seek to expand capital and grow employment to expand MEC borrowing with more 
extended repayment horizons.  Eligible clients include formal enterprises and 
borrowers who have demonstrated repayment ability over several loan cycles. 

Solidarity Group Lending (SGL): designed for groups of women entrepreneurs 
who are collectively and individually responsible for repayment. Starting at USD 400, 
with a maximum ceiling of USD 5,000, the SGL sustains microenterprise, as well 
household expenditures on education, health, and basic needs.

Women’s Household Credit (WHC): an adaptation of the SGL loan, first 
piloted in Syria to accommodate home-based enterprise by women, allowing them 
to build up household assets used for business. Unlike the SLG product, it does not 
work on a group-lending model. Average disbursements are in the range USD 150 
to USD 800.

In addition, the Department markets the following products and services using capital 
provided by other donors, or derived from net earnings on its lending operations.

Consumer Loan Product (CLP): supports low-income and working-class family 
consumption, regular investments in education and health, as well as emergency 
outlays.

Housing Loan Product (HLP): helps poor families with no access to mortgage 
facilities improve, expand or acquire housing. 

Small-Scale Enterprise Lending (SSE): finances the long-term capital needs 
of a range of small-to large-scale formal enterprises

Small and Medium Enterprise Business Training (SMET): an enterprise 
training program in Gaza that trains participants in subjects such as book-keeping, 
taxation, tendering, computing and e-commerce.
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Though she works from home, Amal El Nabahin has come 
a long way as an entrepreneur. An ambitious 46 year-
old, Amal runs an embroidery business out of her family’s 
house in Deir al-Balah, a city located in the middle of the 
Gaza Strip, where she makes different types of products, 
including traditional Palestinian women’s dresses, shawls, 
and handmade wear for babies.  Having for many 
years embroidered as a hobby, in 1997 she began to 
sell some of her work to friends in the neighbourhood.  
Through word-of-mouth her work became known in 
the community, and she began receiving regular orders.  
Eventually, her daughters, who are 
currently university students in Gaza, 
began helping out with the business.  
“I do the underlying embroidery work 
and my two daughters complete the 
finishing in their spare time,” explains 
Amal.

In late 2001, Amal’s husband began 
exhibiting her embroideries at local 
fairs held in women’s centers around 
Gaza City. While this provided more 
exposure for Amal’s work, it also 
required working capital that she did 
not then have at her disposal.  She 
then applied for a Solidarity Group 
Lending loan from the Microfinance 
Department, and was provided with a 
USD 250 credit in January 2002.  The 
new marketing strategy paid off, as she 
started to receive orders from women 
centers. Successive MD loans followed, 
and by 2003 Amal was drawing on USD 1,500 in credit, 
allowing her to build up a growing display inventory, some 
of which came to be exhibited in permanent bazaars 
hosted by local organizations and welfare associations.  
Eventually, the Right to Life Society, a Palestinian non-
governmental organization, agreed to exclusively market 
all of her production, locally as well as internationally, and 

PALFUND CLIENT PROFILE

FROM DEIR AL BALAH TO DUBAI: HOME
EMBROIDERY GOES GLOBAL
Client Name  : Amal Mohammad El Nabahin
Date of Birth  : 1964
Location  : Deir El Balah, Gaza Strip 
Dependents  : 7
Type of Business : Embroidery 

has since exhibited many of her embroideries in Dubai. 

The “internationalization” of Amal’s small home-based 
business has given more impetus to her work.  She 
continues to add new embroidery products to her inventory 
in order to attract new types of customers and to this end 
draws on continued financing from the MD, to which she 
remains a highly committed client. Since signing on with 
the department in 2002, she has received a total of 14 
loans, the last of which — valued at USD 1,500 — is still 
in an active stage.  She now earns a monthly income of 

USD 350 from her business, and sees a direct relationship 
between her access to micro-credit, and the investments 
she can now make in her family, and their future.  “With 
UNRWA’s financing I was able to add new items and sell 
more quantities to increase my income,” Amal explains. 
“As a result, I can now afford to pay for my two girls’ 
university education.”
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Overview of the PalFund Portfolio
In 2009, the PalFund took receipt of USD 2 million in new 
capital from OFID, deposited in two tranches, on August 
31 and October 11, 2009; representing two-thirds of the 
additional commitment of USD 3 million to the Trust Fund 
made by OFID on July 2, 2009.  Including USD 4.5 million 
deposited by OFID earlier in 2008, from an additional 
commitment in 2007, cumulative investment in the Trust 
Fund accordingly stood at USD 9 million as of March 2010, 
minus one deduction of USD 125,000 made to UNRWA 
in 2005 to cover program support costs.  OFID’s latest 
investments in the PalFund is reflected in a 38 percent 
growth of total outreach since the last Progress Report, 
and 51 percent growth in the entire value of loans issued 
between the two periods. This dramatic growth reflects the 
fact that the overall portfolio of the PalFund is now much 
larger. 

Overall growth in the PalFund portfolio over the 
aforementioned comparison period was most markedly 
driven by the MD’s ability to dramatically grow outreach 
in both the West Bank and Gaza Strip. In the West Bank, 
where economic growth has improved markedly since 
the PalFund’s last progress report, notwithstanding very 
significant and enduring constraints on development, the 
Fund’s lending over the period of comparison  reflected 
a realignment of a comparatively larger portfolio within a 
more mature market, signified by a shift away in outreach 
growth from MEC lending - hitherto the MD’s principal 

means of outreach to micro-entrepreneurs in the West 
Bank - towards increased retailing of larger MEC+ loans 
to a relatively smaller number of borrowers with significant 
job-creation capacity. The department also introduced its 
new Women’s Household Credit loan to this market in 2009 
with significant success, though the overall number of such 
loans is still small in the context of the PalFund’s West Bank 
portfolio. These realignments reflected 4 percent increase 
in outreach, and a 17 percent increase in the value of loans 
disbursed since last period. As of March 2010, the PalFund’s 
cumulative investment in the West Bank has reached USD 
32.10 million, disbursed through 18,981 loans.

Gaza focused on retailing its centerpiece MEC and SGL 
loans, but also introducing its augmented MEC+ product in 

late 2009. Overall, the number of loans extended rose by 
72 percent, with a cumulative number of 8,178 loans now 
having been issued since 2004. The value of lending rose 
by 63 percent, taking the total amount invested in Gaza 
through the PalFund to USD 7.96 million.  In respect to both 
outreach and the value of funds invested, this marks a turn 
for PalFund operations in Gaza, and continues a trend noted 
in last year’s progress report. This expansion is notable 
achievement both in light of Gaza’s enduring economic 
crisis, and the challenges this poses to the MD in terms of 
identifying viable borrowers.

PALFUND OUTREACH AND LENDING 2004-2010
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ORIGINAL AND REVOLVED PALFUND OUTREACH SINCE 2004, NUMBER OF LOANS

ORIGINAL AND REVOLVED PALFUND OUTREACH SINCE 2004, VALUE OF LOANS (USD)

PalFund lending during the first quarter of 2010 exhausted 
the first and second tranches of OFID’ third contribution to 
the PalFund. PalFund project schedules submitted by the 
MD and approved by OFID were accordingly financed with 
revolved capital from repayments on earlier loans.  Since 
2004, original OFID contributions to the PalFund have 
financed a total of 6,993 loans in the West Bank and Gaza 
valued at USD 8,874,866.  20,166, loans have meanwhile 
been financed by revolved PalFund capital, for a value of 
USD 31,223,861.  Repayment on this lending has generally 
been satisfactory. Some 82.1 percent of loans financed 
through the original OFID contributions to the PalFund have 
been fully repaid, as have, 70.4 percent of loans financed 
with revolved capital. By the end of the first quarter of 2010, 
a total of 984 loans valued at USD 499,085, financed with 
both original OFID contributions and revolved funds, were 

past due, and are currently in the collection office for follow 
up. Notably, 631 of these past due loans, valued at USD 
258,213, were in Gaza, reflecting the continuing challenges 
of extending outreach in the Strip under prevailing economic 
circumstances.

Looking forward, the marked growth that the PalFund has 
achieved since the last Progress Report does expose its 
portfolio to risks, not least those associated with continued 
economic fragility in the Strip. Yet it is also indicative of 
the scope of Gaza’s unmet demand for microfinance, and 
what could be achieved there if macroeconomic conditions 
could be allowed to improve.  In the ensuing year, the MD 
anticipates continued growth of outreach in both the West 
Bank and Gaza, which should be additionally boosted when 
the department takes receipt of the final tranche from OFID’s 



Implementation of the Administrative Agreement 
between UNRWA and OFID:
OFID Trust Fund to Provide Microfinance to Palestinian 
Enterprises in the Occupied Palestinian Territory 10 11

broaden support for business expansion and associated job 
creation through further extension of the MD’s high-value 
MEC+ loan, which the MD also began retailing in Gaza on a 
small scale in 2009.  More contextually, greater operational 
efficiency and risk management, further enabled by the 
MD’s recently inaugurated participation in the Palestinian 
National Credit Bureau, should facilitate PalFund outreach 
in both Gaza and the West Bank.

The Microfinance Department Joins 
Palestinian National Credit Bureau

On April 16, 2009, UNRWA’s Microfinance 
Department signed a memorandum of understanding 
with the Palestinian Monetary Authority (PMA) 
making it the first microfinance institution in Palestine 
to join the Palestinian National Credit Bureau (NCB). 
As of March 2010, MD’s operations accounted for 
11-15 percent of all credit account facilities offered 
each month by the 20 banks and 3 microfinance 
institutions using the system, with PalFund financed 
loans accounting for over 50 percent of UNRWA 
credit bureau inquiries. The PMA is the first central 
bank institution in the MENA region to incorporate 
microfinance institutions into this type of facility. 
Participation in the NCB enables the MD to reduce 
the risk of lending through online investigation 
into the credit history of old, new and prospective 
clients, whose credit histories are available on the 
NCB database. It also benefits MD clients, including 
those financed by the PalFund, allowing those with 
positive credit rating to access a wider range of credit 
options. The PMA’s new initiative accordingly marks 
a welcome, and pioneering development not only for 
the MD but also the Palestinian financial services 
industry.

commitment to the PalFund.  Drawing on this, and revolved 
capital from the Trust Fund, there is scope for steady 
growth in the West Bank, using a more diversified mix of 
loan products, including further extension of the MD’s newly 
introduced WHC loan, allowing it to diversify and broaden 
the PalFund’s support for marginalized women micro-
entrepreneurs in this part of the oPt. Unless the economic 
climate deteriorates, there will also be opportunities to 
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in late 2009.  Shortages of fuel for Gaza’s sole power plant 
have meanwhile increased, with the UN estimating that 
Gaza families and businesses face 8-12 hours per day of 
electricity cuts in early 2010, compared to 6-8 hours prior 
to Cast Lead.  Only the smuggling tunnels under Gaza’s 
border with Egypt has kept goods on the shelves, as well 
as providing job opportunities. Outside of the public sector, 
the broad unemployment remains very high, estimated at 
42 percent by the Palestinian Central Bureau of Statistics.  
1,165 private sector and industrial establishments were 
severely damaged by the war, and it is estimated that only 
23 percent of their workforce have retained their jobs.

The World Food Program reports that the number of Gazans 
living in abject poverty increased by 200,000 in 2009. Over 
one million current rely on daily humanitarian assistance 
from UNRWA, NGOs and others.

The PalFund’s expansion of outreach and lending in Gaza 
during this period is accordingly all the more heartening. As 
of March 2010, the PalFund finances three types of loans in 
the Strip; the MD’s standard Microenterprise Credit (MEC) 
product, its Solidarity Group Loan, and, as of the third quarter 
of 2009,  also its augmented MEC+ loan, intended to support 
longer-term growth and capital expansion by medium-sized 
borrowers.  Since 2008, PalFund MEC outreach in Gaza has 
grown by 72 percent, yielding a 63 percent increase in the 
value of funds disbursed. Meanwhile, SGL lending that had 
remained all but suspended for much of 2008, increased 
by 508 percent in outreach, and 457 percent in terms of 
disbursements. By the first quarter of 2010, 20 MEC+ loans 
had also been issued, for a value of USD 181,700. Overall, 
the PalFund financed an additional 1,923 loans in Gaza over 
the past 15 months, valued at USD 2.30 million.

Gaza in Focus 

The PalFund has been a key to empowerment of the MD’s 
support to beleaguered microentrepreneurs and families 
in the Gaza Strip, where the PalFund has to date financed 
8,178 loans worth nearly USD 8.00 million. Effectively under 
some form of closure since 1991, Gaza has suffered a 
progressive hollowing out of its economy, losing access to 
the Israeli labor market, as well as export markets in the 
West Bank, and becoming reliant on subsidized employment 
generation by the international agencies, and the donor-
funded Palestinian Authority. After the Islamist movement 
Hamas won the general elections in 2006, funding was 
severely reduced, and when Hamas seized the remaining 
PA institutions in Gaza in 2007, Israel imposed its prevailing 
blockade. The blockade severely curtailed imports, 
bankrupted industry and shut down Gaza’s export channels 
to the rest of the world. The subsequent damage inflicted by 
Israel’s Operation Cast Lead, waged in the winter of 2008-
2009, have greatly compounded the suffering and needs 
of many Gaza families, rendering thousands of people 
homeless, while also further undermining the capacity of the 
local economy to repair this destruction.

The reporting period for this Progress Report saw little 
further improvement in Gaza’s overall economic outlook. 
The pledge of some USD 4.5 billion in international pledges 
of assistance, made at a March 2, 2009 donor conference 
in Sharm El-Sheikh, Egypt, remained effectively blocked by 
Israel’s siege. No significant construction or reconstruction 
materials, including cement, iron bar and gravel, were 
allowed into Gaza during this period.  Overall import volumes 
were unchanged since before Cast Lead, at a mere quarter 
of pre June-2007 levels, with no regular exports permitted, 
barring the exit of 20 truckloads of carnation flowers exported 
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West Bank in Focus 

149,857. In order to provide continued impetus to broad-
based job creation and income support, meanwhile, the 
department focused on increasing the retail of its larger 
MEC+ loan, which grew by 71.26 percent in outreach, and 
99 percent in disbursements.  The shift in lending towards a 
smaller number of larger MEC+ loans reflected in a 3 percent 
decline in outreach, but a more than 7 percent increase in 
the value of loans disbursed over the comparison period. 
Overall, the PalFund financed an additional 5,407 loans 
in the West Bank in 2009, valued at USD 11.08  million, 
compared to 5,793 loans extended during the previous year, 
for a value of USD 9.89 million.

Looking ahead, significant expansion of the West Bank 
lending through the WHC and MEC+ products is anticipated 
in 2010.  The opening of a new branch office in Jericho 
during this coming year will also provide additional marketing 
opportunities for these products, although outreach from 
the new office will likely take a few quarters to reflect in the 
portfolio, particularly since its Jordan valley catchment area 
is a relatively small, thinly populated market by West Bank 
standard. Evidence of substantial economic growth in the 
West Bank in 2009, estimated at about 7 percent by the 
International Monetary Fund, should, if such growth can be 
maintained over several years, further improve the prospects 
for continued expansion of PalFund lending in the West 
Bank.  For this scenario to be realized, however, Israel must 
do more than modestly ease some internal closures within 
the West Bank, as was evidenced in 2009, and allow a real 
defragmentization of the economy, including its political and 
economic re-incorporation with the Gaza Strip, as well as 
unimpeded access to foreign export markets.

Hard hit by closures and internal movement restriction 
imposed by Israel after the outbreak of the second Intifada, 
which also entailed a significant reduction in the number of 
West Bankers working in Israel, the economy of the West 
Bank contracted by an estimated 30 percent between 
1999 and 2009, with modest rebounds during some 
intervening years failing to arrest its growing dependency 
on international donor assistance, channelled principally to 
the Palestinian Authority. The donor embargo imposed on 
the PA in 2006 accordingly induced a significant worsening 
of the economic climate in the West Bank, and also forced a 
decline in PalFund lending to this market, just two years after 
the Fund was launched. Since then, however, a resumption 
of donor funding has allowed a resumption of strong growth 
in West Bank lending, and as conditions for microfinance 
worsened dramatically in the Gaza Strip, the MD has used a 
disproportionate share of the PalFund to finance lending in 
this market, allowing the extension 18,981 loans valued at 
USD 32.10 million as of March 2010.   

Since the last Progress Report, a greater share of PalFund 
capital has been used to rebuild the portfolio in Gaza, as 
growth in demand in the West Bank for the MD’s principal 
MEC loan has shown signs of leveling off. The prospect of 
rapid outreach growth with this product are further limited 
by the fact that the MD’s branch network in the West Bank 
now covers most relevant markets in the territory. However, 
to further broaden support to smaller, marginalized 
microentrepreneurs, the department introduced its new 
Women’s Household Credit loan to the West Bank in 2009, 
having issued 185 loans by March 2010, for a value of USD 

PALFUND OUTREACH AND LENDING, West Bank, 2004-2010
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As of a few years ago, Emad Odeh felt that he had run out 
of horizons. Emad lives with his family in Wadi Ar-Rasha, 
a small hamlet located on the western rim of the West 
Bank, just south of the city of Qalqilya. Looming larger 
over the lives of community’s two hundred inhabitants, 
however, is the abutting Israeli settlement of Alfe 
Menashe, which has in the course of its expansion since 
the 1980’s expropriated much of Wadi Ar-Rasha’s lands, 
and today looks down on the hamlet from a distance of 
a few hundred meters.  In 2004, the Israeli government 
began constructing its Wall in this part of the West Bank, 
and had within a year sheared off from the 
rest of the West Bank  not only Alfe Menashe, 
but also Wadi Ar-Rasha and a number of other 
nearby Palestinian hamlets.

Emad and his family found themselves 
confined to a de facto no-man’s land, with only 
tenuous access to public services and amenities 
provided by nearby Palestinian communities. 
Employment was scarce in Qalqiliya, whose 
economy had been devastated by the Wall, 
and which he could now reach only when the 
Israeli army allowed access through gates in 
the structure. He was also unable to work in 
Israel, to which the Alfe Menashe enclave had 
now been joined, without obtaining a special 
permit. Permits proved hard to come by, and 
by 2005 Emad was struggling to provide for his 
twelve-member family.

That year, he accordingly used up his 
accumulated savings to buy two dairy cows that provided 
his family with milk, and allowed him to locally market 
small quantities of yogurt, cheese and milk.  The income 
generated could not cover the expenses of his big 
family, however, including those of his children who 
were attending school. Emad needed to expand his 
business and applied for loans to a number of commercial 
Palestinian banks, but was rejected by every one of them.  
All demanded high collateral security, many did not even 
work in his area of the West Bank.  Emad then heard 
about UNRWA’s Microfinance Department from a friend in 
Qalqilya, and decided to apply for a Microenterprise Credit 

PALFUND CLIENT PROFILE

PRYING OPEN HORIZONS BEHIND ISRAEL’S WEST 
BANK WALL
Client Name  : Emad Odeh
Date of Birth  : 1975
Location  : Wadi Al-Rasha, the West Bank
Dependents  : 12
Type of Business : Livestock Rearing and Dairy Products Retail 

Loan. A first credit equivalent to USD 1,412 was issued by 
the department in April 2009, and with this money Emad 
bought two cows for fattening, whose meat he then sold 
to butcheries in Qalqilya. 

With access to continued credit from the MD, Emad has 
since continued to expand his economic horizons.  In 
November 2009 he was issued a loan for USD 2,825, 
repayable over eleven months, which he used to buy 
two more milk cows.  In addition, he has recently started 
to  raise chicken and turkeys, helped by his wife and 

eldest son.  In the near future, Emad hopes to draw on 
additional financing to buy a small truck, allowing him 
to transport his livestock to Qalqiliya butchers.  Looking 
back over the past year and half, he remains grateful for 
the Department’s support. “We face a lot of challenges 
in this particular area of the West Bank, as sometimes it 
is very hard to get access to basic services of electricity 
and water,” he says. “So I appreciate the efforts of the 
Microfinance Department in reaching out to people like us.  
These loans enabled me increase my livestock, produce 
more milk and dairy products, and sell more, increasing 
my income.”
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Geographic Distribution of the PalFund

The Microfinance Department currently extends PalFund 
loans through all of its 10 branch offices in the oPt; three of 
which are located in the Gaza Strip, and seven in the West 
Bank, with an additional office scheduled to be opened in 
Jericho in July 2010.

Through these branches, the PalFund has as of March 2010 
issued 8,178 loans worth nearly USD 8.00 million in the Gaza 
Strip, and an additional 18,981 loans, valued at USD 32.10 
million in the West Bank, with Gaza accordingly accounting 
for somewhat more than 30 percent of loans issued, and 
somewhat less than 19 percent of total financing financed 
through the PalFund since 2004. 

While the distribution of outreach is accordingly roughly 
proportional to the difference in population between Gaza 
and the West Bank, the Gaza Strip has over the five years 
of the Fund’s operation been relatively underserved in terms 
of cumulative financing.  Furthermore, this distribution does 
not accord with the higher percentage of Gaza residents 
who are refugees, and as such especially targeted by the 
MD.  

This relative shortfall is a direct result of the economic 
and humanitarian crisis-within-a-crisis which began in the 
oPt in 2006, coming to a full head in Gaza in the middle of 
2007 with the imposition of Israel’s current blockade of the 
Strip, and exacerbated by Israel’s war on the Strip in the 
winter of 2008-2009, during which MD lending in Gaza was 
momentarily suspended for one month. As a result, year-on-
year lending to Gaza between March 2008 and March 2009 
accounted for only 9.91 percent of total PalFund outreach 
during this period, and 19.97 percent of lending.

In the latter quarters of 2009, however, the MD quickly ramped 
up PalFund lending in Gaza, drawing on USD 2 million in 
new OFID deposits to the Trust Fund account. Gaza’s share 
of PalFund outreach and lending since last year accordingly 
rose by 23 percent and 15 percent, respectively.  While still 
short of the MD’s targets, this relative rebuilding of the Gaza 
portfolio is highly encouraging, and a strong indication of 
what can be achieved if the economic situation in Gaza were 
to improve.

As shown below, this rectification of the imbalance between 
the PalFund’s Gaza and the West Bank portfolios was 
also reflected in the relative share of outreach accounted 
for by the MD’s branch offices, with the share of outreach 
accounted for by the Khan Younis office in the first quarters of 
2009 and 2010 increasing from 7 to 11 percent, respectively, 
and the share retailed in Gaza’s Middle Camps rising from 
3 percent to 7 percent.  In the West Bank, the MD’s new 
Qalqiliya branch saw the most pronounced relative growth, 
with its share doubling from 3 percent to 6 percent, while 
corresponding figures for the Nablus branch also increased 
from 14 to 16 percent.

Since the launch of the PalFund in 2004, the MD’s 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 13 percent 
and 11 percent respectively.  In the Gaza Strip, the MD’s 
Gaza City branch has historically accounted for the largest 
number of loans disbursed, at 12 percent of cumulative 
PalFund outreach, though recent expansion of lending 
through the Khan Younis office has taken this branch close 
to parity with Gaza City.

Palfund Outreach by Branch as of March 2010
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Like many other Microfinance Department clients, Suhaila 
Meqdad became an entrepreneur out of necessity.  Born 
into a family of refugees displaced by the war of 1948, 
Suhaila lives with her husband and seven other family 
members in Gaza’s Beach Camp.  Pressed up against the 
Mediterranean on the north-western edge of Gaza City, 
it is one of the most densely populated of Gaza’s eight 
refugee camps, with more than 82,000 inhabitants. 
Following the outbreak of the second Palestinian Intifada, 
and the ensuing imposition of tightened economic 
closures on the Gaza Strip, her husband struggled to find 
regular employment, leaving the family 
without a reliable source of income.  In 
2002, Suhaila, then 35 years old and a 
mother of eight, used her own savings 
of USD 800 to purchase a small supply of 
candy and cheap toys, which she began 
peddling from a street-side stand near the 
family house.   

Thanks to her business-savvy, and a timely 
loan from the MD, Suhaila was able to turn 
her stop-gap venture into an increasingly 
secure source of income. In December 
2003 she received a small, USD 200 
Solidarity Group Lending (SGL) credit from 
the MD, after joining with a group of other, 
local women entrepreneurs to guarantee 
repayment. With the help of this additional 
financing she expanded her inventory to 
include inexpensive children’s and women’s 
garments, which are in demand by families 
in the camp. These new products proved 
popular, and brought in higher profit margins for Suhaila, 
who continued to expand and diversify her clothing 
inventory. In 2004, she sustained her business drawing 
on two additional loans from the MD, this time valued 
at USD 500 and USD 700.  In 2005, she finally decided to 
concentrate on retailing only clothing, in particular baby-
wear. With continued access to MD credit, she had after 
two years of hard work accumulated enough savings to 
move off the street and set up a proper clothes’ store 

PALFUND CLIENT PROFILE

STREET STAND BECOMES FAMILY RETAIL FRANCHISE IN 
BEACH CAMP
Client Name  : Suhaila Kamal Khalil Meqdad
Date of Birth  : 1967
Location  : Beach Camp, Gaza Strip 
Dependents  : 8
Type of Business : Retailing Baby, Children and Women Garments

in Beach Camp, where she was able to employ both her 
husband and her eldest son.

By the beginning of 2010, Suhaila, now 43 years old, 
has not only established herself as her family’s main 
breadwinner, earning a monthly income of roughly 
USD 1,000 from her business, but is also recognized as 
a successful entrepreneur in the camp.  With about USD 
12,000 in business capital accumulated since 2002, she 
has recently opened a second clothes store in a rented 
facility, which is currently managed by her eldest son. 

Since joining the MD, Suhaila has been issued with a total 
of nine loans, the last of which — valued at USD 2,000 
— is still active.  Committed to repaying her monthly 
instalments, she hopes to borrow larger amounts in the 
future to further develop her business, for which she has 
many ideas.  Seven years after she was forced to start 
selling candies and toys on the street, she also knows 
she has the perseverance and entrepreneurial skills to 
pull them off.  “Micro credit has given my business a push 
forward, and anchored my self confidence,” says Suhaila.



Implementation of the Administrative Agreement 
between UNRWA and OFID:
OFID Trust Fund to Provide Microfinance to Palestinian 
Enterprises in the Occupied Palestinian Territory 16 17

Outreach To Women
The Department lending financed by the PalFund seeks to 
support women-led microenterprise as a sub-segment of the 
Palestinian private sector that faces particular obstacles in 
sustaining enterprise, and obtaining affordable credit. This 
aim has driven the development and successful extension 
of its Solidarity Group Lending (SGL) product in Gaza, as 
well as the development of the recent Women’s Household 
Credit (WHC) product. As of March 2010, 3,545 PalFund 
SGL loans valued at USD 2.43 million have been issued to 
female clients in the Gaza Strip and 185 WHC loans worth 
USD 149,859 in the West Bank. 

The SGL product was designed to accommodate the 
particular circumstances of women entrepreneurs in Gaza.  
While 95 percent of businesses in the oPt employ less than 

5 people, 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 artisanal 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 ─ an 
effective social monitoring and enforcement mechanism 
which mitigates the MD’s lending risk. Loans are used to 
sustain enterprise, and business income is used to support 
household expenditures on education and health. 
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Gender Distribution of PalFund Outreach, 2004-1st Quarter 2010

While very successful in the Gaza Strip, the SGL product 
is less well-adapted to women-led enterprise in the West 
Bank, or the MD’s other markets in Jordan and Syria, where 
female microentrepreneurs tend to be almost exclusively 
home-based, working in social settings inappropriate 
to a group-lending methodology.  For such reasons the 
department originally piloted its Women’s Household Credit 
(WHC) product in Syria in 2008, and introduced it with the 
help PalFund financing to the West Bank in 2009.

In apportioning its PalFund portfolio, the MD 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. To date, the PalFund has financed 1,692 loans to 

women through MEC and MEC+ loans, for a worth of USD 
2.46 million, which while significant in terms of its overall 
outreach to women,  represents only 7 percent of cumulative 
PalFund MEC and MEC + lending. 

Between 2007 and the 2009, a period which included the 
most marked growth of PalFund lending in the oPt, its 
outreach to women has been skewed by the economic crisis 
in the Gaza Strip.  On its account, the MD was able to extend 
only 63 new SGL loans in 2008, and since it was at the time 
lacking a loan product specifically targeted at women in the 
West Bank, it was unable to compensate for this. A rapid 
scaling-up of SGL lending since the second quarter of 2009, 
combined with anticipated growth of WHC lending in the 
coming year, promises that the representation of women 
borrowers in the PalFund, which to date are reflected in 
5,419 loans, valued at USD 5,046,821, will be rectified in 
coming years.
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One of the MD’s youngest PalFund entrepreneurs, Ammar 
Shehadeh is also one of its most rapid successes.  Ammar 
lives in Aureef village, in the West Bank governorate of 
Nablus, and is studying Business Administration at Al 
Quds Open University. In March 2009, the then 21 year-
old student decided to set himself additional homework, 
by opening a small internet café — the first in his village. 
Starting out with five old computer machines, he charged 
a clientele of mostly other young people slightly more 
than USD 1 dollar per hour to use them. His venture 
was not a terrific success at first, however. In August of 
the same year, he received a microenterprise loan from 

PALFUND CLIENT PROFILE

MICROFINANCE MAKES AN EARLY DIFFERENCE IN 
AUREEF VILLAGE

Client Name  : Ammar Fawzi Mahmoud Shehadeh
Date of Birth  : 1987
Location  : Aureef, the West Bank
Dependents  : 8
Type of Business : Internet Café

tables with no dividers, and all cables and wires were 
placed on the floor under my clients’ feet. This was 
causing me a lot of technical problems, and the risk of an 
electrical short with all cables and wires piled up. I was 
thinking of shutting down the business…”

With his first MD loan, equivalent to USD 1,130, Ammar 
sought to turn things around. He bought a printer, and 
two more computers, and set about re-organizing his 
internet café. Writes Ammar: “I was able to…design 
separate compartments for each computer, organize all 
the wires and cables by placing them in a switch box, and 

establish a separate hub through the help of a 
networking engineer.  My income improved, 
and I was able to tile the floor. With the extra 
income, I paid off my university instalment 
fees, and started helping with my household 
expenses without having to borrow or ask 
anybody for financial help.”

By the time that Ammar had repaid his 
loan, in March 2010, he was earning a net 
income of USD 500-600 per month from 
his café. “My computer center has become 
very successful,” he writes, “Students started 
using it to do their university work, type their 
assignments, and research and print their 
work.” Since he still lives at home, with his 
parents, and six brothers and sisters, he uses 
part of his income to help out with household 
expenses. In April 2010, Ammar plans to take 
a second loan for USD 1,695, with which he 

is planning to carry out some more renovations, paint his 
center, and install new windows.

Concludes Ammar, in his letter to the department: “I thank 
you for all your efforts, because you are the reason why I 
regained my self confidence, and turned my project into 
a success. Participating in the Microfinance Department 
made my life much easier, personally, as well as for my 
family of eight. You have validated the proverb that says 
that even a journey of one thousand miles begins with 
the first footstep. And my first footstep started with you.”

UNRWA’s MD, which was to help him turn it around “180 
degrees,” in his own words. In a letter of appreciation 
sent to the MD this year, he tells his story.

 “…I was experiencing a very difficult financial situation, 
and my computers were worn out, and the income I was 
generating was minimal, barely covering my maintenance 
costs, or my educational expenses. I was always borrowing 
money from friends to ensure the continuity of my humble 
business. I had no cabins or separate compartments for 
each device, and my computers were placed on regular 
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Outreach to Youth

Through the PalFund, the Microfinance Department seeks 
to support Palestinian youth, defined as clients between 
the age of 18 and 24. A dominant demographic in the West 
Bank and Gaza, such clients are particularly unlikely to 
obtain credit for microenterprise through regular banks, 
having access to few personal savings and often lacking 
credit histories as well as collateral.  Meanwhile, the West 
Bank and Gaza currently suffers one of the highest youth 
unemployment rates in the world, most recently estimated at 
40 percent, which includes a growing population of university 
graduates. 

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 MD 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 3,211 loans to clients in the 18-24 age group, 
representing 12 percent of the Trust Fund’s cumulative 
outreach, with an additional percentage of youth enjoying 
indirect employment support through broader PalFund 
lending.

Age Distribution of PalFund Outreach, 2004-1st Quarter 2010
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PalFund Investment by Economic Sector

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 81 percent of all 
PalFund outreach; a figure which has remained more or less 
unchanged since the first quarter of 2008.

Since 2004, Some 11,513 service business loans worth 
USD 17.81 million have been financed by the PalFund, 
supporting one-man taxi operators, street-side food stalls, 
as well as small engineering companies. Meanwhile, 10,526 
loans worth nearly than USD 15.98 million have been 
directed to Palestinian commerce, including grocery stores, 
street vendors and supermarkets. 

PalFund investment in industry has composed only 11 
percent of its outreach to date, covering home-based 
sewing and garments production, as well as plastics and 
metal production workshops. In Gaza, the sector suffered 

significant capital losses during Operation Cast Lead, but 
had prior to this also been hard hit by the Israeli blockade on 
the Strip, with an estimated 95 percent of local businesses 
in this sector remaining shuttered in 2009 due to absence of 
raw materials and low demand.  Since 2004, the PalFund 
has financed 2,902 loans to Palestinian industry worth USD 
4.26 million.

Though MD lending focuses on largely urban areas with 
significant concentrations of Palestine refugees, it has also 
developed some outreach to agriculture through the PalFund, 
with 2,218 loans valued at USD 2.06 million directed to this 
sector since 2004. The bulk of agricultural financing has 
been disbursed through the SGL product in Gaza, primarily 
supporting women clients with small animal husbandry and 
dairy production loans, but it has also financed loans to 
fishermen and herders. In the West Bank, loans have mainly 
financed greenhouses and animal husbandry projects in the 
areas of Tulkarm, Bethlehem, and Qalqilya.

Business Sector Distribution of PalFund Outreach, as of March 2010
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Saleh Farhat, a refugee from Gaza’ Beach Camp with a 
family of eight, was 43 years old when he last became 
unemployed.  Like many local men of his generation, he 
had until then supported his family by working in Israel, 
but in 2004 his permit to leave the fenced-in-Strip was 
revoked.  Though out of a job, however, Saleh had some 
savings, and an eye for opportunity. He had noticed that 
there were only three shops around Gaza City selling fresh 
sugarcane juice. The cane is widely grown in the Gaza 
Strip, but a large piece of specialized machinery is required 
to crush it and extract its juice.  Saleh saw an opportunity. 
“People used to drink it in Egypt when 
travelling and I thought it was a good 
idea to make it available here in Gaza” he 
recalls. With an initial capital of USD 3,000, 
he bought a sugar cane crusher and a few 
other appliances, and in the middle of 
2004 opened a sugarcane juice shop in the 
center of the Beach Camp’s main market. 
Since the shop is very small, Saleh stored 
his cane in a rented warehouse next to his 
house. 

The venture did well, netting Saleh an 
income of USD 750 in its first four months. 
“My success owed not only to the location 
of my business, but also the freshness 
of my products and the attractive, clean 
look of my shop,” he says.  Soon, he 
began thinking of expanding his offering, 
providing a greater variety of fresh juices 
and cocktails, including banana, orange, 
mango and strawberry juice, which could 
be mixed with the sugarcane. Saleh applied to the 
Microfinance Department for a Microenterprise Loan to 
finance this expansion, and was granted an initial credit 
of USD 600.  In subsequent years, he secured a number 
of additional, progressively larger loans to continue 
expanding his business, and grow his margins.  With the 
help of one loan he started growing his own sugarcane on 
a small, 800 square meter plot of land located next to his 
house, allowing him to further cut his costs.

PALFUND CLIENT PROFILE

FRUIT JUICE ENTREPRENEURSHIP IN BEACH 
CAMP
Client Name  : Saleh Rabah Farhat
Date of Birth  : 1961
Location  : Beach Camp, Gaza Strip
Dependents  : 8
Type of Business : Fruit Juice Vendor 

Since joining the MD in October 2004, Saleh has received 
a total of 11 Micro-Enterprise Loans, the last of which 
was for USD 1,800 and is still in an active stage.  His 
business has by now accumulated a capital of USD 10,000, 
currently supports one full-time employee, and generates 
a monthly net income of about USD 1,300.  The personal 
benefits for Saleh and his family have been evident.  In 
addition to supporting his wife and seven children,  Saleh 
has also been able to contribute towards his nephew’s 
university education, and to re-build and renovate an 
old family house in the Sheja’eyah neighbourhood of 

Gaza City.  With  reserves of capital and continued MD 
support, he has also been able to meet the challenges of 
sustaining his enterprise during Israel’s ongoing blockade 
of Gaza Strip, a blockade which in addition to preventing  
Palestinians from working in Israel, has made it no more 
easy for them to work in their own country. “As you might 
know, the whole of the Gaza Strip is now suffering from 
electricity shortages,” says Saleh. “So I have recently 
bought a generator to keep my business running.”
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PalFund Performance by Loan Product 

PalFund Outreach by Loan Product, 2004-1st Quarter 2010

By Number of Loans By Value of Loans

Though declining overall in outreach and the value of 
disbursements, the MEC product remained the mainstay 
of the portfolio, with 6,184 of these loans issued since the 
last Progress Report, worth USD 10,437,137. Since 2004, 
23,173 MEC loans account for 85.3 percent of all PalFund 
outreach, valued at USD 34.31 million. 

Repayment ratios for all of these portfolios are quite high. By 
March 2010, the annual repayment rate for the SGL stood 
at 95 percent, for the MEC+ it was 97 percent, and the MEC 
was 97 percent. The WHC has a full repayment rate so far, 
at 100 percent. 

The development of PalFund financing since the last 
Progress Report was characterized by a 509 percent 
increase in outreach of its SGL loan in Gaza, which had 
been nearly frozen during the preceding period, a 94 percent 
growth in MEC+ outreach, and a 4 percent decline in overall 
outreach of its standard MEC loan, which, notwithstanding 
a 25 percent boost in the Gaza Strip, declined by 7 percent 
in the MD’s larger, and more mature West Bank market. In 
addition, the MD had by the end of the first quarter of 2010 
extended 185 new WHC loans in the West Bank, for a value 
of USD 149,857.

Outreach of the SGL loan increased from 156 in the previous 
period, to 950, taking the value of this lending on a year-
on-year basis from USD 136,200 to USD 758,900.  By the 
end of March 2010, 3,545 SGL loans have been financed 
by the PalFund, valued at USD 2.43 million, and as such 
accounting for 13.1 percent of cumulative PalFund lending.  
169 MEC+ loans were issued during the same period, for 
a value of USD 2.20 million, bringing the total number of 
PalFund MEC+ loans to 256. Although representing just 
under one percent of cumulative PalFund outreach, these 
MEC+ product already accounts for 8 percent of lending, at 
USD 3,212,632.
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OFID Microenterprise for Palestine (PalFund)
Statement of Profit and Loss For the Year Ended 2009

Gaza (USD) West Bank (USD) Palestine (USD)

2009 2008 2009 2008 2009 2008

Operating Revenue

Interest on Loans 235,554 216,362  2,032,215  1,258,124  2,267,769  1,474,486 

Total Revenues 235,554 216,362  2,032,215  1,258,124  2,267,769  1,474,486 

Provision Expenses for Impaired Loans (33,177) (20,471)  (157,260)  (162,025)  (190,437)  (182,496)

Recoveries from Written Loans  3,931  32,669  63,509  83,673  67,440  116,342 

Net (29,246)  12,198  (93,751)  (78,352)  (122,997)  (66,154)

Operating Expenses 

Salaries and Related Expenses 148,985 181,702  756,038  624,167  905,024  805,869 

Special Service Contracts  6,836  5,733  31,925  44,367  38,761  50,100 

Occupancy  12,108  13,241  81,715  52,142  93,822  65,383 

Communication  3,352  4,678  42,406  22,223  45,758  26,901 

Stationary and Supplies  4,513  4,453  40,694  36,247  45,207  40,700 

Minor Equipment and Maintenance  3,896  1,135  674  308  4,569  1,443 

Travel and Transportation  4,767  7,956  69,634  31,363  74,401  39,319 

Depreciation  8,199  7,584  40,616  25,123  48,814  32,707 

Loss on Exchange Difference  2,138  281  1,580  9,769  3,719  10,050 

Program Support Cost  2,448  3,461  12,718  14,275  15,166  17,736 

Training  5,196  1,406  7,778  26,821  12,974  28,227 

Other Cost  408  179  5,369  4,208  5,777  4,387 

Total Operating Expense 202,846 231,809  1,091,146  891,013  1,293,992  1,122,822 

Allocation Cost-Central Office and Jerusalem Office  42,463  42,627  266,491  123,816  308,954  166,443 

Total Operating Expenses and Allocation 245,309 274,436  1,357,637  1,014,829  1,602,946  1,289,265 

Net Income (Loss) Period (39,001) (45,876)  580,827  164,943  541,826  119,067 

Operating Revenue & Recovery 239,485 249,031  2,095,724  1,341,797  2,335,209  1,590,828 

Operating Expenses and Provision 278,486 294,907  1,514,897  1,176,854  1,793,383  1,471,764 

Operational Self-Sufficiency 86% 84% 138% 114% 130% 108%
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OFID Microenterprise for Palestine (PalFund)
Financial Report as at March 31, 2010

 
Gaza West Bank Total

Since Beginning 
(USD)

Since beginning 
(USD)

Since Beginning 
(USD)

Total amount of loans Disbursed  7,966,100  32,132,627  40,098,727 
Original Fund 1, 2, & 3  2,310,600  6,564,266  8,874,866 
Revolved  5,655,500  25,568,362  31,223,862 
Total No. of Loans Disbursed  8,178  18,981  27,159 
Original  2,651  4,342  6,993 
Revolved  5,527  14,639  20,166 

Loans Repayments  6,597,401  25,907,670  32,505,071 

Total Amount of Written Off Loans (Bad Debts )  307,846  398,851  706,697 
Original  53,595  98,815  152,410 
Revolved  254,251  300,036  554,287 
Total No. of Bad Debts Loans  882  730  1,612 
Original  210  253  463 
Revolved  672  477  1,149 

PalFund Outstanding Balance  1,060,852  5,826,107  6,886,959 
Number of Active Loans  1,148  4,417  5,565 
 
Portfolio Outstanding at Risk over 30 days  48,928  498,283  547,211 

PAR Rate over 30 days as of March 2010 4.61% 8.55% 7.95%

 Bank Balance as at March 2010
  US Dollar 
Original Fund  9,000,000.00 
Deduct: Program Support Cost  125,000.00 
Deduct: Outstanding Balances  6,886,959.35 
Deduct: Write off  706,697.05 
Add: Write off Minor Balances  495.95 
Deduct: Bank Charges  1,291.21 
Deduct: Due to West Bank Field -
Deduct: Due from Gaza Field -
Balance Available at the Bank as at March 2009  $1,280,548.34 
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OFID Microenterprise for Palestine (PalFund)
Statement of Profit and Loss for the Period January 2009 - March 2010

Gaza West Bank         Palestine 
Mar-10 
(USD)

Dec-09 
(USD)

Mar-10 
(USD)

Dec-09 
(USD)

Mar-10 
(USD)

Dec-09 
(USD)

Operating Revenue
Interest on Loans  93,442  235,554  579,350  2,032,215  672,792  2,267,769 
Total Revenues  93,442  235,554  579,350  2,032,215  672,792  2,267,769 

Provision Expenses for Impaired Loans  (8,738)  (33,177)  (31,906)  (157,260)  (40,644)  (190,437)
Recoveries from Written Loans  3,321  3,931  23,490  63,509  26,811  67,440 

 (5,417)  (29,246)  (8,416)  (93,751)  (13,833)  (122,997)

Operating Expenses 
Salaries and Related Expenses  58,340  148,985  223,241  756,038  281,580  905,023 
Special Service Contracts  2,106  6,836  122,202  31,925  124,308  38,761 
Occupancy  4,006  12,108  18,870  81,715  22,876  93,823 
Communication  962  3,352  (4,699)  42,406  (3,737)  45,758 
Stationary and Supplies  1,535  4,513  13,389  40,694  14,924  45,207 
Minor Equipment and Maintenance  3,867  3,896  8,692  674  12,559  4,570 
Travel and Transportation  2,246  4,767  7,486  69,634  9,732  74,401 
Depreciation  2,459  8,199  11,436  40,616  13,895  48,815 
Loss on exchange Difference  (75)  2,138  5,349  1,580  5,273  3,718 
Program Support Cost  262  2,448  3,166  12,718  3,429  15,166 
Training  303  5,196  2,768  7,778  3,072  12,974 
Other Cost  205  408  2,285  5,369  2,490  5,777 
Total Operating Expense  76,216  202,846  414,185  1,091,147  490,401  1,293,993 

Allocation Cost-Central Office and Jer. 
Office  15,407  42,463  58,864  266,491  74,271  166,443 

Total Operating Expenses and 
Allocation  91,623  245,309  473,049  1,357,638  564,673  1,460,436 

Net Income (Loss) Period  (3,598)  (39,001)  97,885  580,826  94,286  684,336 

Operating Revenue & Recovery  96,763  239,485  602,840  2,095,724  699,603  2,335,209 
Operating Expenses and Provision  100,361  278,486  504,955  1,514,898  605,317  1,793,384 
Operational Self-Sufficiency 96% 86% 119% 138% 116% 130%
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Summary of Cash flow 2005 - 1st Quarter 2010

Date OFID 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 
2009  2,000,000.00  -    12,982,920.00  11,787,942.84  570.04  1,728,979.47 
1st Qrt. 2010  -    -    3,637,128.83  3,188,853.20  155.50  1,280,548.34 

 9,000,000.00  125,000.00  40,097,899.71  32,504,789.26  1,341.21  1,280,548.34 
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