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Message from the Director-General of OFID
Both OFID and UNRWA are marking anniversaries in 2011. It is now 35 years since the 
Organization of Petroleum Exporting Countries (OPEC) tasked OFID to channel development 
assistance resources of its members towards combating poverty and underdevelopment 
around the world.  While 20 years ago, UNRWA established its Microfinance Department 
to extend small-business loans to Palestinians in the Israeli-occupied Gaza Strip, drawing 
on an initial working capital of just USD 450,000. OFID is today active in over 129 nations, 
funding projects to combat and better understand a range of problems shaping global 
poverty and inequality. While, UNRWA’s microfinance programme has grown into a 
leading regional microfinance institution, which by the end of 2010 had invested over USD 
261 million in the West Bank and Gaza, as well as Jordan and Syria.  As we were reminded 
this past year, however, some of the obstacles and challenges we confront in fulfilling our 
missions remain familiar. 

UNRWA’s Microfinance Department first began its work in the Gaza Strip in 1991, seeking to alleviate 
unemployment and poverty set off by newly introduced closures of the enclave. Few might at the time 
have guessed that this Israeli policy would so comprehensively define life for Palestinians in the coming 
decades. Gazans have been the most severely affected, and at no time more so than during the blockade 
imposed on them in 2007,  the ravages of which were compounded a year later by Israel’s 2008-2009 war 
on the Gaza Strip -- Operation Cast Lead – which  exacted a human and economic toll unprecedented since 
1967. Two years later, tens of thousands of Gazans are still trying to rebuild lives and livelihoods shattered 
by this calamity. Yet efforts to assist them have been consistently frustrated by the blockade, in particular 
restrictions on the importation of materials for post-war reconstruction. 

In the face of these challenges, the resilience and innovation exhibited by many ordinary Gazans has 
been remarkable, as documented in this report. Forced to rely on goods smuggled underground from 
Egypt, the local economy stabilized and staged a moderate recovery in late 2009 and early 2010.  With 
barely any exports to pay for its consumption, Gaza remains entirely reliant on continued inflows of donor 
assistance. In the West Bank, more generous streams of aid have sustained economic growth. Yet in the 
face of prevailing Israeli closures, and restrictions on Palestinian use of land and water in the West Bank, 
60 percent of which remains under complete Israeli control, per capita incomes are still no higher than in 
1999. Meanwhile, Israel has continued its settlement construction in the West Bank, including occupied 
East Jerusalem.  Even as their land is pulled from under the feet, Palestinians may well feel that time is 
otherwise standing still for them.

For Gaza, there was renewed human tragedy but also brief hope of change in 2010.  Israel’s May 31 attack 
in international waters on the international aid flotilla headed by the Mavi Marmara sparked concerted 
international outrage. Revisions to the blockade followed in June, when the Israeli government for the 
first time in three years permitted entry of a range of basic consumer goods to Gaza.  Other elements of 
the siege endured, however, as international pressure on Tel Aviv waned following these modifications. 
By early 2011, access to construction materials has barely improved. Unable to accommodate 40,000 new 
students in the autumn of  2010, UNRWA alone needs to build 100 schools.  After three years of idling 
construction, 30,000 private houses are required to make up for natural population growth, over ten times 
the number destroyed by Cast Lead. Meanwhile, exports from Gaza remain a trickle on pre-2007 levels, 
and unemployment is stuck close to 40 percent. Palestinians, it seems, have the right to eat imported 
chocolate bars, but not build homes they need, or the schools required to ensure their children receive 
an education. 
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Through its work, OFID has sought to reflect a different view of what it means to support the Palestinian 
people. We began funding infrastructure and education projects for Palestinians in the Occupied Territories 
and neighbouring countries just three years after our founding in 1976, and delivered USD 18.20 million 
worth of projects until 2002 through our Technical Assistance and Research Program.  Following the 
outbreak of the second Intifada, in 2002 OFID also established a Special Grant Account for Palestine, and 
has to date committed USD 89,975,000, of which USD 70,375,000 has been disbursed. This includes USD 
10.3 million committed in 2010 for five projects in the Occupied Territories, among these USD 500,000 to 
UNRWA to alleviate the impact of the Gaza blockade. 

In its shared commitment to fostering forward-looking improvements in the lives of Palestinians, UNRWA 
has long been a valued implementing partner for OFID. Our collaboration with its Microfinance Department, 
which has enabled OFID to provide critical assistance to the Palestinian microenterprise sector during the 
second Intifada and the current blockade, is now firmly established as a key component of this relationship. 
OFID’s cooperation with UNRWA is anchored in the Micro Enterprises Fund for Palestine, or PalFund Trust 
Fund, which the Microfinance Department has administered on OFID’s behalf since 2004.  Building on an 
initial contribution of USD 2.5 million, I am pleased to note that OFID has to date invested a total of USD 
10 million in this fund, most recently through a USD 3 million replenishment first announced in May 2009. 
USD 2 million from this commitment was deposited into the PalFund in 2009 and on 11 May 2010, UNRWA 
Commissioner-General, Filippo Grandi, took receipt of its last USD 1 million tranche.  

During my meeting with Mr. Grandi, I expressed my continued appreciation for the Microfinance 
Department’s performance under some of the most difficult conditions confronting any microfinance 
institution in the world.  I am pleased to report that the Department has since continued to validate 
the confidence invested in it by OFID.  Drawing on new and revolved capital held by the PalFund, the 
programme has since the second quarter of 2010 extended 8,224 additional loans, for a total value of USD 
13.15 million, reflecting growth in both outreach and financing of slightly over 30 percent. Cumulatively, 
the PalFund has since 2004 financed 35,383 loans worth USD 53.25 million.  Particularly encouraging 
was the Department’s ability to continue rebuilding its outreach in the Gaza Strip. As further detailed 
in this report, these investments continue to make a vital difference in the lives of tens of thousands of 
Palestinians. 

In an otherwise retrospective year, meanwhile, it is difficult to overlook the challenges still confronting 
them. For many of the world’s countries, including OPEC’s member states, economic development is an 
idea that became possible with the advent of decolonization and national liberation. OFID was founded 
35 years ago to realize aspirations borne out of that historical moment.  History has since shown that 
freedom is no guarantor of prosperity, but, in the West Bank and Gaza, also that it is difficult to look 
beyond occupation. If microfinance has a purpose in such circumstances, it must also be about helping 
Palestinians see past that sense of impossibility and imprisonment.  For too long, many have felt that they 
are merely marking time.  Since 2004, the PalFund Trust Fund has lent not only money but also hope and a 
sense of self-worth to tens of thousands of them. Through its continued collaboration with UNRWA, OFID 
remains committed to sustaining that hope for many more Palestinians, and to support their dreams of a 
future of their own making on their own land.
 

Suleiman J. Al-Herbish
Director-General
The OPEC Fund for International Development
Vienna, Austria, 2010
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The PalFund Trust Fund
Since 2004, against the backdrop of a continuous series of economic and 
political crises in the West Bank and Gaza, the OPEC Fund for International 
Development (OFID) maintained a unique collaboration with UNRWA through 
its Microfinance Department (MD). Within the regulatory framework of 
an Administrative Agreement that entered into force in October of that 
year, UNRWA’s MD assumed responsibility for the management of a new 
trust fund, the Palestine Micro Enterprise Fund – or PalFund. Its purpose 
is to enable UNRWA to expand its micro-credit support for sustainable job 
creation, income growth, and socio-economic empowerment of Palestinian-
owned businesses in the occupied Palestinian territories (oPt). OFID’s initial 
investment of USD 2.50 million in the PalFund had by March 2011 increased 
to USD 10 million. It most recently committed a further undertaking for USD 
3 million to the Fund, signed on July, 2, 2009, and deposited in three equal 
tranches, two of which were received in 2009, and a final one in May 2010. 

The MD, which manages the PalFund through a separately designated bank 
account in the Gaza Strip, draws on the Fund to finance its centrepiece 
Microenterprise Credit (MEC) product - 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 product, 
Microenterprise Credit Plus (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. In the West Bank, outreach 
specific to women microentrepreneurs is extended through its Women’s 
Household Credit (WHC) product, introduced in this market in 2009.  

Over the past seven years, the PalFund has utilized the cumulative capital of 
USD 9.785 million to finance 35,383 loans worth USD 53.25 million. In total, 
outreach financed through the PalFund currently represents 27 percent of 
the MD’s cumulative lending in the oPt. OFID is accordingly the single largest 
sponsor of UNRWA’s Microfinance Department, in its efforts to support 
Palestinians in the West Bank and Gaza during one of the most politically and 
economically regressive periods in their recent history.
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UNRWA’s Microfinance Department 
The Microfinance Department is a financially autonomous unit within UNRWA, 
which follows microfinance best practice. It was established in 1991 to provide 
microfinance services to Palestine refugees, as well as poor and marginal groups 
living and working in close proximity to them. With 20 branch offices across the 
West Bank, Gaza Strip, Jordan and Syria, the MD currently has the broadest regional 
coverage of any microfinance institution in the Middle East. Having begun its 
operations in the oPt, it continues to extend more loans in this market than any 
other microfinance institution. As of March 2011, the Microfinance Department has 
extended over 239,000 loans across all these areas of operation, valued at more than 
USD 273 million.

Mission
The Microfinance Department 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, all lending seeks to empower the department’s clients 
to realise their own self-reliance, and in this respect particularly targets women 
and youth, as well as other economically and socially vulnerable groups, which 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
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. By March 2011 it maintained 20 branches around the region, employing 
393 staff.  Eight offices are located in the West Bank, three in Gaza, four in Jordan, 
and five 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 from the department’s headquarters in Jerusalem.
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Products and services
Through its branch offices the department provides a range of inclusive credit 
products.  Existing products financed by the PalFund through 11 branch offices 
in the West Bank and Gaza include the following:

Microenterprise Credit (MEC): targets the overwhelming majority of businesses 
which employ fewer than five workers, most of whom enjoy no access to formal credit and 
are vulnerable to economic and financial shocks. The loans range from USD 300 to USD 
11,300, and are designed to help such businesses build up and maintain reserves of short-
term working capital. 

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

Solidarity Group Lending (SGL): was designed for groups of women 
microentrepreneurs who are collectively responsible for the repayments of the group 
members. Starting at USD 200, with a ceiling of USD 6,000, the SGL product sustains 
enterprise, 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 SGL product, it does not work on a group 
lending model. Average disbursements are in the range USD 500 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 and Medium Enterprise Business Training (SMET): provides 
business training in Gaza to enterprise-owners, business service providers and youth 
interested in starting a business activity. 
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Ala Nabhan is 30 years old and lives with his wife and 
three children in the An-Nasr neighbourhood of Gaza 
City. In 2001, Ala opened a shop for car accessories and 
spare-parts, with which he enjoyed a few years of good 
business. After a couple of years he started thinking about 
expanding his business, and had something specific in 
mind. “I have a passion for refurbishing old cars, updating 
and customizing their interiors for their owners,” he says 
smiling.

To help launch his passion, Ala applied in 2005 for 
a Microenterprise Credit loan from 
UNRWA’s Microfinance Department. 
Granted an initial loan of USD 800, he 
bought tools and accessories, and set to 
work on his first used car.  The project 
was a big success and by word of mouth 
his reputation quickly grew. Buoyed 
new orders, Ala turned car-refitting 
into a profitable addition to his retail 
business, supported by a succession of 
progressively larger MEC loans.  By the 
spring of 2007, he was servicing a credit 
of USD 1,300. 

That summer, however, Israel imposed 
its blockade on the Gaza Strip, cutting off 
Ala’s supply of car accessories, triggering 
a collapse of the local economy, and 
spelling hard times for many of his 
customers. He was soon forced to close 
his refurbishing business.  Like some 
other Gaza entrepreneurs, however, Ala 
managed to re-stock inventory for his shop from the local 
Gaza markets, relying on parts scavenged from scrapped 
cars, or smuggled into the enclave from Egypt.  

With working capital provided by the Microfinance 
Department, Ala also added new items to cater to new 
customer requests. Because new cars could not be 

PALFUND CLIENT PROFILE

PART LIVING: SELLING CAR PARTS AND 
ACCESSORIES IN GAZA CITY
Client Name  : Ala Mohammad Hamdi Nabhan
Date of Birth  : 1981
Location  : Gaza City, Gaza Strip 
Dependents  : 4
Type of Business : Automobile spare parts and accessories  

brought into Gaza until the easing of Israel’s blockade, in 
fall 2010, there was considerable demand for spare parts 
in the enclave. Even if they couldn’t afford to refurbish 
their ageing vehicles, many of his customers needed to 
keep them running.  “While I have lost part of my income 
from the car refurbishment business, I have offset those 
losses by increasing my shop income”, Ala says. 

Since joining the Microfinance Department, he has 
received nine MEC loans, the last of which was valued 
at USD 4,000, which he is still repaying punctually. And 

although Israel’s blockade has for the past years forced 
Ala to pare back his ambition, the support he continues to 
receive from UNRWA has also made it possible for him to 
plan for a time when circumstances will improve. When 
asked how he envisions his future, he replies without 
hesitation: “As soon as Gaza borders are open, and 
raw materials are made available, I will restart my car 
refurbishment business”.
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Overview of the PalFund Portfolio
In May 2010, the PalFund received USD 1 million in new capital 
from OFID, representing the final instalment of OFID’s third (USD 
3 million) contribution to the Fund. Including USD 4.5 million 
financed by OFID in 2008, as well as its original USD 2.5 million 
investment to establish the PalFund, OFID’s cumulative investment 
accordingly stood at USD 10 million as of March 2010, minus one 
start-up deduction of USD 125,000 to cover programme support 
costs. By the third quarter of 2010, lending had exhausted the 
last tranche of OFID’s third contribution to the PalFund. Thus, 
all subsequent PalFund project schedules submitted by the 
department and approved by OFID were accordingly financed 
from revolved capital, i.e. from repayments on earlier PalFund 
loans. 

Drawing on this capital, over the past 15-month reporting period, 
the department extended 10,288 additional loans worth USD 
16.79 million. This reflects a 13 percent increase in the number 
of loans added in the previous period, if but a negligible, 1 
percent increase in additional financing. As a result, cumulative 
PalFund outreach has grown by 30 percent since March 2010, and 
financing by 33 percent.  The PalFund has since 2004 financed 
35,383 loans worth USD 53.25 million

The PalFund’s performance over the past five quarters was driven 
by continued outreach growth in both Gaza and the West Bank. 
In Gaza, this performance owes significantly to continued roll 

out of large-value MEC+ loans first introduced in the enclave in 
2009.  Growth of outreach in the West Bank reflects accelerating 
retailing of the MD’s small-value WHC loan in this market, offset 
by slower demand for its larger-value MEC product, which was on 
evidence also in the previous reporting period, and lapsing staff 
productivity in West Bank field offices.

Of loans financed by the PalFund to date, 7,650 loans worth USD 
9.87 million drew on OFID’s original contributions to the PalFund. 
Meanwhile, 27,733 loans valued at USD 43.38 million have been 
financed through the revolved PalFund portfolio. Under the 
revolved portfolio, there were 6,315 active loans at the end of 
March 2011, with an outstanding balance of USD 7.12 million, and 
in the original portfolio 298 loans with an outstanding balance of 
USD 157,791. 

Repayment on both portfolios has improved since the last 
reporting period. 97 percent of loans financed through the 
original OFID contributions to the PalFund have  been fully repaid,  
up from 82 percent at the end of March 2010, whereas 72 percent 
of loans financed with revolved capital had been repaid, up from 
70 percent.  From the original PalFund portfolio,  255 loans with 
past due amounts valued at USD 105,241 have been transferred 
to the department’s collection office for necessary follow up, and 
from the revolved portfolio,  801 loans valued at USD 458,484. 
Out of these loans some 465 loans valued at USD 215,753 were 
from Gaza, and 336 loans valued at USD 242,731 were from the 
West Bank. 

Palfund Outreach and Lending 2004-2011
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Original and Revolved Palfund Outreach Since 2004

Furniture Restoration Workshop, Gaza Strip
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GAZA STRIP OVERVIEW 
Economically, the Gaza Strip continued to recover to some degree 
from the acute crisis begun by the imposition of Israel’s 2007 
blockade, although renewed hopes that the siege of Gaza would 
be comprehensively lifted, following Israel’s ill-fated interception 
of the international “Freedom Flotilla” on May 30 2010, remained 
unfulfilled by year’s end.  For the first half of the year, domestic 
purchasing power fuelled by international donor assistance 
combined with increasingly cost-efficient and sophisticated tunnel 
smuggling under the Egyptian border resulted in a significant 16 
percent rebound in economic activity, as assessed by the IMF. 
This also generated an upswing in small-scale construction using 
smuggled cement, steel and gravel.  A gradual relaxation of Israeli 
restrictions on imports to Gaza after June 2010 contributed to a 
relative normalization of consumer goods availability, although 
local production of garments, furniture and food production was 
hard-hit by renewed competition with Israeli importers, offsetting 
a rebound in local retail activity. In 2010, the IMF estimates that 
the Gaza economy grew 9 percent, if from a very low base. 
Furthermore, continued restrictions on large-volume importation 
of construction materials stymied aspirations to rebuild the 
destruction wrought by Operation Cast lead in 2009, and to 
begin meeting unmet demand for private housing building-up 
since 2007. While Gaza’s export channels remain largely closed, 
donor-funded construction is the only considerable sector of the 
local economy with the potential to significantly dent the Strip’s 
unemployment rate, which continued to hover around 40 percent 
by year’s end, and to tackle poverty affecting over 50 percent of 
the population.

Palfund Outreach By Loans and Value For Gaza, 2004-2011
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Nevertheless, the department continues rebuilding its portfolio 
in Gaza, extending its performance from last year, with 2,518 
loans worth USD 3.24 million issued in Gaza over the past five 
quarters, representing a 15 increase in outreach growth, as well 
as a 22 percent acceleration in financing. This has produced a 
24 percent expansion in outreach and a 31 percent increase in 
overall financing in Gaza since the first quarter of 2010.  As of 
March 2010, the PalFund finances three types of loans in the Gaza 
Strip; the department’s standard Microenterprise Credit (MEC) 
product, its Solidarity Group Lending (SGL) product, and, also 
its augmented MEC+ loan product, intended to support longer-
term growth and capital expansion by medium-sized borrowers, 
which was introduced to Gaza in 2009. SGL outreach growth in 
the comparison period remained more or less constant, at 1,109 
loans, but, with average loan size increasing, financing accelerated 
to USD 934,500 over the comparison period. The addition of 
70 new MEC+ loans resulted in MEC+ financing growing from 
USD 181,700 to USD 544,700, boosting the impact of PalFund 
lending in Gaza over the reporting period. Though the number 
of additional MEC loans issued rose by 19 percent, to 1,339, a 
decline in the average loan size meant that financing accelerated 
by a lesser eight percent in this comparison period, for a gain of 
USD 1.76 million over the 15 month period.
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Looking forward, it is clear that a sustained improvement in 
living standards and social conditions in Gaza requires a more 
comprehensive lifting of the Israeli blockade, and Gaza’s successive 
re-integration into the Palestinian and regional economy. Barring 
an outright re-escalation of hostilities in Gaza, however, the 
department should be able to continue rebuilding its outreach in 
Gaza, but it will not be able to return to its 2005 outreach levels 
until there is a full economic turn around. The need for renewed 
injections of small-financing is significant. According to a study 
conducted by Palestinian Investment Fund, more than half of 
Gaza companies require an average of USD 7,000 in re-financing 
to resume full-scale operations, including closing bad debts. For 

the PalFund, this represents a significant opportunity to increase 
both the number of loans extended in Gaza, and, through the 
extension of its MEC and MEC+ product, the average size of loans 
extended. The PalFund’s ability to significantly rebuild outreach 
to female microentrepreneurs through its SGL product is however 
limited not only by economic conditions in Gaza, but also by its 
inability to rely on notary public and enforcement offices in Gaza. 
This affects particularly the MD’s most marginal clients, among 
them many female microentrepreneurs, who have no bank 
accounts or ability to provide guarantors to collateralise their 
loans.  It is as accordingly not only the economic, but also political 
blockade of Gaza which remains an issue for PalFund outreach.

Traditional Sweets Shop, Gaza Strip



Implementation of the Administrative Agreement between 
UNRWA and OFID:
OFID Trust Fund to Provide Microfinance to Palestinian 
Enterprises in the Occupied Palestinian Territory 12

MAPPING POVERTY OF PALFUND CLIENTS IN GAZA 

While financial metrics like operational self-sufficiency and profit margin have become staple conceptual watchwords in 
the microfinance industry, many MFIs are also seeking to bring a more systematic focus to the social value of their lending 
through use of Social Performance Management (SPM) to ensure they meet their social mission. One application of SPM is to 
develop low-cost tools to trace the poverty of microfinance clients through various lending cycles. Among the most widely used 
methodologies is the Grameen Foundation’s progress-out-of-poverty index (PPITM), which is now used in 34 countries.  UNRWA 
began training staff in (SPM) methodologies in 2007 through a regional initiative implemented by Sanabel - the Microfinance 
Network for Arab countries, which, in 2008, led to transforming its Business Research Unit into a dedicated SPM Unit, charged 
to implementing a comprehensive SPM methodology across all of UNRWA’s regional microfinance operations. 

In 2010, the unit contracted the MicroFinanza group to develop three PPITM modelled Simple Poverty Scorecards (SPS) for 
Palestine, Jordan and Syria, working together with the national statistical bureaus in each respective country. The Scorecards 
are developed from national expenditure and consumption surveys and comprise 10 questions that can be administered within 
a few minutes to determine the statistical likelihood of a client and their family falling below the national poverty line. Collated 
results provide a baseline for program outreach, and are updated after each loan cycle for all clients. Using this data, the 
department will be able to move beyond the production of descriptive poverty statistics, to perform correlation, causal and 
longitudinal analysis. In 2010, UNRWA conducted baseline surveys for its Gaza Poverty Scorecard.  In so far as MD outreach in 
Gaza through its MEC, MEC+ and SGL loan products is nearly entirely financed through the PalFund it offers an early picture of  
how the Trust Fund’s client base is faring in this market.

Tellingly, a number of the findings of the Gaza Poverty Scorecard survey are counterintuitive. Male clients, for instance, are 
marginally more likely to be poor than women, with 30 percent of them living below the national poverty line of USD 3.8 (NIS 
12.92) compared to 29 percent of women clients. This discrepancy is even more pronounced among SGL and MEC customers, 
who are relatively much more likely to be poor than MEC+ client.  34 percent of SGL clients and their households fall under the 
national poverty line, compared to 35 percent of men-only microenterprise credit (MEC) clients. Not surprisingly, customers 
receiving larger MEC+ are significantly less likely to be poor, and these include no women. Significantly, however, 18 percent of 
MEC+ clients and their families still live below the poverty line.  It is also observed that there is significant regional variation in 
client poverty levels within the Gaza Strip. Qualifying widespread media reports that southern Gaza, and in particular Rafah is 
enjoying an economic boom because of the smuggling trade with Egypt. In southern Gaza, 36 percent of clients families live in 
poverty, compared to 25 percent in central and northern Gaza. 

As these numbers also suggest, PalFund clients are less poor than the general Gaza population. Thus, 30 percent of clients and 
their families live below the national poverty line, compared to 52 percent of Gazans more broadly. Significantly less than one 
percent (0.11%) of clients in Gaza qualify as ultra-poor, i.e. those living on less than USD 1.25 per day per person. Yet in Gaza, the 
vast majority of client families living above or slightly above the national poverty line still remain highly vulnerable to shocks, 
such as unexpected family outlay due to illness, or sudden loss of employment. Although low-income clients and households 
are not poor, in Gaza they are unlikely to have sufficient savings and resources to buffer them from such shocks. Accordingly, 
low-income households remain close to the economic margins with livelihoods and ways of living that are often very similar 
to the poor. As the most common category of client in Gaza, they are the most important target segment for the outreach of 
UNRWA’s microfinance products. And as the Gaza Poverty Scorecard illustrates, a full 73 percent of MEC clients and 78 percent 
of SGL clients live on less than twice the national poverty line, equivalent to USD 7.6 per person per day. 
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WEST BANK OVERVIEW
period, although the rate of growth in financing remained more 
or less constant. This takes the PalFund’s cumulative investment 
in the West Bank to 25,252 loans worth USD 42.79 million. The 
PalFund finances three types of loans in the West Bank: the 
department’s standard Microenterprise Credit (MEC) product, its 
augmented MEC+ loan, and the Women’s Household Credit, which 
was introduced in the West Bank in late 2009. The later enjoyed 
rapid scale-up, from 185 loans to 1,612 over the reporting period¸ 
financing loans worth USD 1.33 million. An additional 106 MEC+ 
loans worth USD 1.63 million were financed over the period, 
although scale out of this product accordingly decelerated by 34 
percent. Meanwhile, number of additional MEC loans issued fell 
by a slight seven percent from 6,534, to 6,052 over 15 months, 
also disbursing 6 percent less financing, at USD 10.56 million.

Overall, this performance confirms a trend observed in the last 
reporting period, which is that demand for the mainstay product 
in the West Bank has moderated, even as there is strong pent-up 
demand for its newer WHC loan. In part, however, decelerating 
growth in outreach of the MEC and MEC+ products also owed 
to flagging loan officer productivity in the West Bank over the 
reporting period.  With the opening of a new branch in Jericho 
in 2010, the department’s outreach infrastructure in this market 
is effectively complete. In order to continue growing PalFund 
lending, the MD will accordingly focus in the coming year on 
better marketing, operational performance, and staff training, in 
which substantial investments were made in 2010.  Moreover, as 
the department introduces a new incentive scheme in its branch 
offices in both the West Bank and Gaza, it is expected that new 
gains in staff productivity and performance will be reflected in 
wider market outreach in the next reporting period.

Economic conditions in the West Bank continued to improve in 
2010, marking a fourth successive year of growth, yet still marred 
by underlying frailties, most notably the continued impositions 
of Israeli closures, affecting both internal Palestinian trade, 
particularly between the West Bank and Gaza, but also the ability 
of West Bank manufacturers to export competitively to regional 
and global markets. In 2010, external donor support, relative 
political stability, and some easing of internal Israeli movement 
restrictions continued to shore up domestic consumption, 
which despite the obstacles facing the private sector, enabled a 
7-8 percent projected growth for the year.  Bank deposits were 
growing by an annual rate of seven percent as of mid-year, and 
private sector credit was up by 40 percent. Unemployment 
also continued to fall moderately, declining from 18 percent to 
an estimated 16 percent. However, direct donor support to the 
Palestinian Authority, which stood at USD 930 million by the 
last quarter of the year, fell USD 300 million short of budgetary 
projections, forcing the PA to borrow from local commercial 
banks to cover the budget deficit gap, while delaying needed 
public sector investment. Moreover, while the PA’s dependence 
on external support for recurrent and development expenditures 
is estimated to have fallen from over 35 percent in 2009 to 
about 25 percent in 2010, such support remains a critical shore 
for the West Bank’s economy, with private activity continuing 
to be concentrated in a few sectors, most notably localized 
construction, and services. 

Since the last Progress Report, the PalFund has financed an 
additional 7,770 loans worth USD 13.55 million over 15 months, 
with 13 percent more loans issued than in the previous comparison 

Palfund Outreach and Lending, West Bank, 2004-2011
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Geographic Distribution of the PalFund

The PalFund finances loans extended through the Microfinance 
Department’s extensive outreach network in the occupied 
Palestinian territories, which as of March 2011 comprises eleven 
branch offices. Three Gaza Strip offices, in Gaza City, Nusseirat, 
and Khan Yunis, provide coverage of the northern, middle, and 
southern parts of the Gaza Strip, respectively. The northern West 
Bank is served by branches in Jenin, Nablus, Tulkarm, and Qalqilya, 
its middle region by an office in Ramallah, and the south by the 
Bethlehem and Hebron branches. In addition, the department 
opened an office in Jericho in fall 2010 to serve clients in the 
Jordan Valley.  

As of March 2011, the West Bank accounts for 71 percent of 
cumulative PalFund outreach and 80 percent of financing. While 
the distribution of outreach is accordingly roughly proportional 
to the difference in population between Gaza and the West Bank, 
it does not accord with the higher percentage of Gaza residents 
who are refugees, and directly targeted by the department.  
Indeed, due to the prolonged crisis besetting the Gaza Strip since 

2006, over much of the PalFund’s six years of operation Gaza has 
remained relatively underserved due to the economic restrictions 
there.  This situation improved somewhat over the two most 
recent reporting periods, with Gaza’s share of outreach increasing 
from 16 to 19 percent, even though its share of overall financing 
remained constant at 24 percent to 25 percent. 

Since the launch of the PalFund in 2004, the department’s Nablus 
branch has been the most productive in terms of outreach, 
accounting for nearly 16 percent of all loans disbursed, followed 
by Ramallah and Hebron, each at about 12 percent respectively.  
The newly opened Jericho branch still only accounted for 0.14 
percent of outreach by March 2011, and while this figure is 
likely to grow, the catchment area for this branch is more thinly 
populated than most other offices. In the Gaza Strip, the Gaza City 
branch has historically accounted for the largest number of loans 
disbursed, at slightly more than 11 percent of cumulative PalFund 
outreach, though recent expansion of lending through the Khan 
Yunis office has taken this branch close to parity with Gaza City.

Cumulative PalFund Outreach Since 2004
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Nabila Ghattas is 54 years old and has for most of her 
life been a home-maker, raising her six children in the 
village of Samoua, in the Hebron district of the West 
Bank. A few years ago, however, Nabila’s husband had 
open heart surgery. Also suffering from kidney failure, he 
was subsequently forced to quit his job.  With no other 
breadwinner in the house, Nabila had to start looking for 
ways of supporting her family, eventually she decided to 
see if she could make some money selling second-hand 
clothes and furniture. 

 “I was encouraged to start in this line of work by a friend 
of mine who introduced me to some second-hand clothing 
traders. I began by buying small quantities of clothing 
from the Thursday-market in Hebron, washing them, and 
then selling them on to other women in the village,”  says 
Nabila, who made use of her front yard and an old garage 
adjoining her house to store and display her merchandise. 
Her earnings remained modest, however, often barely 
enough to breakeven, which put additional pressure on 
her already very limited initial working capital. 

In 2007, while looking for ways of developing her business 
further, she met by chance a Loan Officer from UNRWA’s 
Microfinance Department who was visiting the village to 
promote the department’s work, and explained to her 
how she might be able to secure a microfinance loan.  
Nabila decided to apply for a Microenterprise Credit loan 
and was granted a first credit of USD 847 in late 2007, 
with which she paid off accumulating debts to the traders 
who supplied her with products, and bought more clothes 
from the Thursday-market.

Since then, Nabila has obtained three additional loans 
from UNRWA, the latest of which is also valued at USD 
847 and is still active.  Serving both as working capital 
and a de facto form of reputational insurance, her loans 
allow her to leverage the networks she has built up 
through her trading business, and secure better profit 
margins. Explains Nabila: “The amounts I get through the 
MD are used to pay for products that I previously bought 
from traders at the Thursday market. I became quite well 

PALFUND CLIENT PROFILE

LENDING A SECOND HAND IN HEBRON

Client Name  : Nabila Attiya Khalil Ghattas
Date of Birth  : 1957
Location  : Samoua village, West Bank
Dependents  : 7
Type of Business : Second-hand clothing and furniture trading 

known there, and managed to develop an element of 
trust with them. Now they sell me their products in bulk, 
at a discount, and without me having to pay for the items 
instantly. I pay whenever I have money.” For the Ghattas 
family, that has so far made all the difference.
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PalFund Investment by Economic Sector

PalFund lending in the Palestinian territories 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 80 percent 
of all PalFund outreach; a figure which has remained more or less 
unchanged since the first quarter of 2008.  As of March 2011, 
14,239 loans to service businesses worth USD 22.75 million 
account for just over 40 percent of outreach, with 14,017 loans 
commercial enterprises worth USD 21.40 million more broadly 
accounting for slightly less than 40 percent of outreach.

PalFund investment in industry has composed only 11 percent of 
its outreach to date, covering home-based sewing and garments 
production, and 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 3,909 loans to Palestinian industry worth 
USD 5.76 million.

Although the department’s lending focuses largely on urban areas 
with significant concentrations of Palestine refugees, it has also 
developed some outreach to agriculture through the PalFund, 
with 3,218 loans valued at USD 3.34 million directed to this sector 
since 2004. The bulk of agricultural financing has been disbursed 
through the SGL and MEC 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.

Cumulative PalFund Outreach by Economic Sector Since 2004
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36 year old Ziyad Tawil lives with his wife and five children 
in a newly acquired house in Nusseirat, a refugee camp 
in the centre of the Gaza Strip. A veteran client of the 
department, Ziyad took out a first microenterprise loan 
of USD 600 ten years ago, in order to expand what was 
then a small shop for used car parts. Aided by a keen 
entrepreneurial instinct, and the long-term support of 
UNRWA’s Microfinance Department, he has since turned 
his shop into a successful business that earns him between 
USD 2,500-3,000 per month, comfortably 
supporting his family. Looking out from 
his house, however, he also knows how 
fortunate he is.

With unemployment hovering around 40 
percent by the end of 2010, taxi driving 
remains a common form of alternative 
employment for many Gazans. Rickety 
white-painted cars, many of them 1970’s 
and 80’s models, dominate local traffic, 
their drivers earning as little as 60 cents 
a ride.  Between 1995 and 2001, this was 
also Ziyad’s job, as he struggled to support 
himself and his wife, with whom he was 
then sharing a room in his parent’s house 
alongside his brothers and their families. “I 
used to work more than 12 hours a day,” 
he recalls with a wince.   

At the time, however, his father and brothers were trading 
in second-hand car parts from their home, and when he 
was not driving, Ziyad would help them out. “We used 
to buy wrecked vehicles, dismantle them, and sell the 
spare parts,” Ziyad says. “And I was surprised by the profit 
margins of this business. It was much better paying than 
my work as a taxi driver”. While he learnt the ropes of the 
used-parts trade, he started putting aside money, hoping 
one day to open up his own trading business.  

In 2001, Ziyad had managed to save USD 6,000 and used 
this money to set up a small car-parts shop. He enjoyed 
a promising start, and being keen to rapidly develop the 
potential of his business, applied that same year for a 

PALFUND CLIENT PROFILE

STANDING TALL IN GAZA: FRUITS OF A LONG-TERM 
RELATIONSHIP
Client Name  : Ziyad Ali Suleiman Tawil
Date of Birth  : 1975
Location  : Nusseirat Refugee Camp, Gaza Strip 
Dependents  : 5
Type of Business : Used automobile spare parts 

loan from the Microfinance Department to scale up his 
inventory. As his sales grew so did his profits, and paying 
off his initial USD 600 loan was not difficult. “At the 
beginning I used to earn USD 1,000 a month. So I was 
able to meet the monthly loan repayment easily” he says.  

Ziyad’s business thereafter went from strength-to-
strength. With the support of regular loans provided by 
the department, matched to his business needs and 

repayment capacity, he tripled his regular earnings over 
the next ten years, accumulating a working capital of USD 
65,000. As of March 2011, he has received 12 loans, and 
is still repaying his last credit of USD 4,000.  

In the meantime, Ziyad’s wife has also given birth twice, 
prompting him to move out of the single room they shared 
in his parent’s house, and purchase a home of his own. 
It is a small house for a growing family, however, Ziyad 
has always liked to plan ahead.   “Soon after I moved to 
the new house, I started to save to buy a piece of land” 
he says.  Recently, he was able to acquire a plot in his 
neighbourhood where he hopes to build a larger home in 
the future.
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A strongly-built man belying his 50 years, Nabil Zo’rob 
seems as tough as his trade. Since 1991, he has run a 
metal workshop in Rafah, on Gaza’s border with Egypt, 
where he produces doors, windows and railings. His 
business currently earns him an average of USD 1,500 
per month, with which he supports his wife and seven 
children. However, many of the intervening years have 
been anything but easy, and without some timely financial 
help from UNRWA’s Microfinance Department, the Zo’rob 
family would have been considerably more hard pressed 

PALFUND CLIENT PROFILE

REFORGING A LIVELIHOOD IN RAFAH

Client Name  : Nabil Mahmoud Zo’rob 
Date of Birth  : 1961
Location  : Rafah, Gaza Strip
Dependents  : 8
Type of Business : Metal Work

workshop capital,” Nabil recalls. As a last resort, he 
applied for, and was later in the year granted, a USD 600 
loan by the Department.  With this Nabil purchased raw 
materials for new production, and with resulting earnings 
managed to pay off the loan on schedule. 

During the next three years Nabil’s new relationship 
with UNRWA’s Microfinance Department allowed him to 
further expand his output and earnings, as he secured 
and punctually repaid progressively larger loans. By the 

middle of 2005 he was servicing a USD 2,600 
credit. In 2006, however, a new crisis struck, 
as international donors curtailed support to a 
new Palestinian Authority unity government 
headed by the Islamic Resistance Movement, 
Hamas, and many NGO’s operating in Gaza 
froze their work. The following year, Israel’s 
blockade of Gaza shuttered 90 percent of local 
businesses, including Nabil’s workshop.

In order to make ends meet, Nabil temporarily 
took up work as vegetable wholesaler; “this 
wasn’t my favourite job, but I have to feed 
my family” he says. He had not given up on 
reopening his shop, however.  In 2007, Nabil 
applied for another, smaller MD loan of USD 
1,500, and set about rebuilding his business.  
In view of the economic outlook for Gaza that 
year, he could not have done so at a worse 
time, but Nabil managed to pay off his loan, 
and take out another one. 

He has not looked back since.  As of March 2011, Nabil has 
received 12 loans, and is still repaying a USD 4,000 credit.  
Now in his eighth year with Microfinance Department, he 
has grown his business capital from USD 2,500 to USD 
13,000.  In recent years this has enabled him to buy some 
land in Rafah, a car for use in his business, and allowed 
him to help cover wedding expenses for one of his sons.

today.
Despite the severe crisis which beset Gaza’s economy 
after the outbreak of the second Intifada, Nabil managed 
to keep his business afloat for some years. In 2003, 
however, crisis struck, and as is the case for many UNRWA 
clients, it was triggered by domestic outlays.  “I had a 
lot of family expenses at the time which exhausted my 
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PalFund Performance by Loan Product 

six percent.  As of March 2011, 4,388 SGL loans valued at USD 3.15 
million have been extended through the PalFund, representing 12 
percent of cumulative outreach and six percent of financing since 
2004.

The number of MEC+ loans extended over the reporting period 
fell from 207 to 176, with USD 2.17 million disbursed over the 
reporting period, compared to USD 2.67 million in the previous 15 
months. The MEC+ contribution to outreach over these periods 
accordingly also fell from 2.3 to 1.7 percent, and from 16 percent 
to 13 percent in terms of financing.  By March 2011, 382 MEC+ 
loans valued at USD 4.73 million have been extended through 
the PalFund, representing just over one percent of cumulative 
outreach but already accounting for nine percent of financing 
since 2004.

Finally, the number of the department’s mainstay MEC loans 
extended over the reporting period retracted by three percent, 
from 7,656 to 7,391 loans, with USD 12.35 million disbursed 
over the reporting period, compared to USD 12.95 million in the 
previous 15 month period. The MEC contribution to outreach over 
these periods accordingly also fell from 84 percent to 72 percent, 
and from 78 percent to 74 percent in terms of financing.  As of 
March 2011, 28,953 MEC loans worth USD 44.01 million have 
been extended through the PalFund, representing 82 percent of 
cumulative outreach and 83 percent of historic financing.

In terms of outreach performance by loan product, the 
development of the PalFund portfolio since the last progress 
report is characterized by rapidly expanding outreach and 
financing growth through the newly introduced WHC product in 
the West Bank, steady increases in SGL outreach and financing 
in Gaza, and decelerating MEC+ outreach in the West Bank, but 
has significantly boosted overall growth in financing through this 
instrument in Gaza.

Period-on-period, the number of additional WHC loans issued 
grew from 185 to 1,612, while WHC financing over the 15 
month interval increased from USD 149,859 to USD 1.33 million.  
Accordingly, the WHC product share of outreach increased from 
two percent to 16 percent, and its share of financing from less 
than one percent (0.9 percent) to eight percent. As of March 2011, 
1,660 WHC loans worth USD 1.37 million have been funded by 
the PalFund, accounting for five percent of cumulative outreach, 
and three percent of cumulative financing.

SGL loans issued over the 15 month reporting period grew just 
slightly from 1,043 to 1,109, and resulting financing increasing 
from USD 842,700 to USD 934,500.  The SGL product share 
of outreach accordingly fell somewhat, from 12 percent to 
11 percent, but yielded a slight increase in the weight of its 
contribution to financing growth, from five percent to just under 

PalFund Outreach by Loan Product Since 2004
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Outreach To Women
UNRWA’s lending financed through 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. While 95 percent 
of businesses in the West Bank and Gaza employ less than five 
people, female-owned businesses tend to be particularly small 
and informal, usually employing even fewer staff, and rarely non-
family members. These businesses may be home-based, involving 
artisan work, small animal husbandry or dairy production. This 
aim has driven the development and extension of its Solidarity 
Group Lending (SGL) product in Gaza, as well as the introduction 
of the Women’s Household Credit product into the West Bank. In 
the previous three years, however, a period which included the 

most marked ramp-up of PalFund lending in Palestine, PalFund 
outreach to women has been skewed by the economic crisis in 
the Gaza Strip.  

The SGL product was designed to accommodate the particular 
circumstances of women microentrepreneurs in the Gaza Strip, 
who to a greater extent than in the West Bank, work extensively 
in street vending and open-air markets. Based on the 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 lending risk, and allowing the department to 
charge a sustainable interest rate. Loans are used to sustain 
enterprise, but also to support household expenditures on 
education and health. [Continued on Page 22]

Woman Baker
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34 year old Elham Yaseen lives with her husband and 
seven children in the village of Attil, on the West Bank’s 
north-western border with Israel. Israel’s Barrier, which 
extends several kilometres across the border into this part 
of the West Bank, casts a long shadow across 
the village, cutting through 500 dunums of 
Attil’s western farmland, and impinging also 
in other ways on the local economy. For a 
number of years, Elham’s husband used 
to run a grocery store on the edge of the 
village. In 2004, however, when construction 
of the Barrier began, he found that many 
of his regular customers felt its path ran 
too close for comfort to his previously well-
situated shop. Eventually he was forced to 
close his business. 

Though he subsequently found some work 
building and maintaining greenhouses for 
local farmers, this frequently irregular work 
was barely sufficient to cover the Yaseen 
family’s expenses. On her suggestion, 
Elham’s husband built a small greenhouse 
in their backyard, where she thought she 
might grow some produce for sale in the 
village market. 

The scope of Elham’s home-based agricultural project was 
initially limited. In her first season, she bought a batch 
of bean seedlings, planted and tended them, and was 
later in the year able to earn some profit from selling her 
harvest locally in the village.  Her initial success proved 
that her project was viable and encouraged her to expand 
it, in order to generate a more substantial and regular 
income. She accordingly applied for, and was in April 2010 
granted, a USD 706 Women’s Household Credit loan by 
UNRWA.

PALFUND CLIENT PROFILE

HOME-BASED GREENHOUSE CULTIVATION IN 
TULKARM
Client Name  : Elham Younes Ali Yaseen
Date of Birth  : 1976
Location  : Attil village, West Bank
Dependents  : 7
Type of Business : Home-based greenhouse cultivation 

With the help of her new working capital, Elham 
purchased more seeds and fertilizers, as well as plastic 
sheeting and supports with which her husband expanded 
her greenhouse. In the summer of 2010 she was able 

to harvest a bigger and more diversified crop, sufficiently 
large to interest wholesalers in the village. “This loan 
enabled me to start growing tomatoes as well as beans,” 
Elham says. “And nowadays, I sell my produce to local 
traders that take it to the Tulkarm vegetable market.” Her 
sales have since generated a monthly income of about USD 
500, which helps to cover both household expenses and 
her children’s school related costs.  For Elham, moreover, 
this is just the beginning.  She plans to apply for another 
WHC loan within the coming year, with which she hopes 
both to expand her greenhouse production, and buy a 
few head of sheep for dairy and meat production. Though 
Israel’s Barrier still blocks Attil’s horizons, one local family 
can now afford to feel less cornered.
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Gender Distribution of PalFund Outreach Since 2004

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. As of March 2011, 4,388 PalFund SGL loans valued 
at USD 3.15 million have been issued to female clients in the Gaza 
Strip and 1,660 WHC loans worth USD 1.37 million in the West 
Bank.  Encouragingly, the share of period-on-period outreach 
growth accounted for by SGL and WHC loans grew from 14 to 26 
percent, and their share of financing growth from 6 to 14 percent, 
and with evidence of considerable pent-up demand for the WHC 
product in the West Bank in 2010, these figures are likely to 
continue growing.

In apportioning its PalFund portfolio, UNRWA must balance 
its targeting of women microentrepreneurs against its need to 
sustain and generate new employment. Through its MEC and 
MEC+ loans the MD supports enterprises which often recruit 
relatively more labour, including non-family members. However, 
business borrowing through MEC loans is overwhelmingly male-
owned, and there are to date no women MEC+ clients. As of the 
end of March 2011, cumulative outreach through the PalFund 
to women, also including women MEC clients, was 8,164 loans, 
valued at USD 7.71 million, representing 23 percent of cumulative 
outreach and 20 percent of financing since March 2010, with a 
positive prognosis for further increases. In the last quarter of the 
reporting period, women’s enterprises received 34 percent of 
PalFund loans and 21 percent of the PalFund quarterly portfolio 
by value.
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Outreach to Youth

Through the PalFund, UNRWA seeks to support Palestinian youth, 
defined by United Nations standards as between the age of 15 
and 24, although in the context of its microfinance clients UNRWA 
uses a standard of 18-24 years of age.  A dominant demographic 
in the West Bank and Gaza, almost two-fifths of Palestinian 
youth have no employment, while in Gaza young men and 
women are more likely to be unemployed than employed. Young 
microentrepreneurs are particularly unlikely to obtain credit for 
microenterprise through regular banks, having limited 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 39 percent, which includes a growing population of 
jobless and underemployed university graduates. 

As well as focusing on gender as a specific social target, UNRWA 
aims combat youth unemployment by empowering youth through 
the provision of a variety of financial services through different 
loan products trying to suit their needs and requirements. It helps 
to create new investment opportunities for young people. Youth 
entrepreneurship is also promoted through the department’s 
small and microenterprise training (SMET) programme in Gaza.

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 Palestinian territories, 
they are on the cusp of adulthood, which they will likely to be 
attempting to enter by getting married and setting up 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.

Through the PalFund, UNRWA is able to target young male 
microenterprise owners through its main MEC loan product, while 
focusing on young females through the SGL product in Gaza and 
the WHC product in the West Bank. It is also able to support youth 
employment by prioritizing lending to enterprises likely to employ 
a high percentage of young people. Since 2004, the PalFund has 
invested USD 4.76 million in financing 3,964 loans to clients in 
the 18-24 age group representing 11 percent of the cumulative 
outreach of the PalFund. However, while credit to youth is a 
significant measure of the department’s social performance, it 
is a significant and not unexpected that 83 percent of PalFund 
loans went to clients between the ages of 25 and 65 years of 
age, as these adult clients are the dominant demographic of 
private-sector ownership. Additionally, the PalFund portfolio has 
financed 2,049 loans to aged-clients, above 65 years of age, who 
have accordingly received just fewer than six percent of PalFund 
loans. In order to boost its outreach to youth, the Department is 
developing proposal for a special loan guarantee facility for young 
borrowers.

Age Distribution of PalFund Outreach Since 2004
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OFID Microenterprise for Palestine (PalFund)
Statement of Comprehensive Income for the Period January - December 2010

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

Dec-10 Dec-09 Dec-10 Dec-09 Dec-10 Dec-09

Operating Revenue

Interest on Loans  418,484  235,554  2,230,296  2,032,215  2,648,780  2,267,769 

Total Revenues  418,484  235,554  2,230,296  2,032,215  2,648,780  2,267,769 

Provision Expenses for Impaired Loans  (63,722)  (33,177)  (190,871)  (157,260)  (254,593)  (190,437)

Recoveries from Written Loans  15,846  3,931  89,423  63,509  105,269  67,440 

Net  (47,876)  (29,246)  (101,448)  (93,751)  (149,324)  (122,997)

Operating Expenses 

Salaries and Related Expenses  292,112  148,985  1,028,828  756,038  1,320,941  905,023 

Special Service Contracts  12,046  6,836  94,603  31,925  106,649  38,761 

Occupancy  14,877  12,108  89,901  81,715  104,778  93,823 

Communication  3,948  3,352  22,410  42,406  26,358  45,758 

Stationary and Supplies  3,008  4,513  32,486  40,694  35,494  45,207 

Minor Equipment and Maintenance  8,982  3,896  19,046  674  28,028  4,570 

Travel and Transportation  12,059  4,767  82,357  69,634  94,416  74,401 

Depreciation  9,713  8,199  50,633  40,616  60,346  48,815 

Loss on Exchange Difference  (574)  2,138  19,647  1,580  19,073  3,718 

Program Support Cost  2,076  2,448  6,981  12,718  9,057  15,166 

Training  7,491  5,196  12,626  7,778  20,117  12,974 

Other Cost  1,265  408  12,252  5,369  13,517  5,777 

Total Operating Expense  367,002  202,846  1,471,772  1,091,147  1,838,774  1,293,993 

Allocation Cost-Central Office and Jerusalem Office  75,024  42,463  233,976  266,491  309,000  166,443 

Total Operating Expenses and Allocation  442,026  245,309  1,705,748  1,357,638  2,147,774  1,460,436 

Net Income (Loss) Period  (71,418)  (39,001)  423,100  580,826  351,682  684,336 

Operating Revenue & Recovery  434,330  239,485  2,319,719  2,095,724  2,754,049  2,335,209 

Operating Expenses and Provision  505,748  278,486  1,896,619  1,514,898  2,402,367  1,793,384 

Operational Self-Sufficiency 86% 86% 122% 138% 115% 130%
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OFID Microenterprise for Palestine (PalFund)
Statement of Comprehensive Income for the Period January - March  2011

Gaza West Bank         Palestine 
Mar-11 
(USD)

Dec-10 
(USD)

Mar-11 
(USD)

Dec-10
(USD)

Mar-11 
(USD)

Dec-10
(USD)

Operating Revenue
Interest on Loans  123,061  418,484  599,366  2,230,296  722,427  2,648,780 
Total Revenues  123,061  418,484  599,366  2,230,296  722,427  2,648,780 

Provision Expenses for Impaired Loans  (8,480)  (63,722)  3,594  (190,871)  (4,886)  (254,593)
Recoveries from Written Loans  3,412  15,846  37,793  89,423  41,205  105,269 

 (5,068)  (47,876)  41,387  (101,448)  36,319  (149,324)

Operating Expenses 
Salaries and Related Expenses  65,766  292,112  278,220  1,028,828  343,986  1,320,940 
Special Service Contracts  3,480  12,046  31,079  94,603  34,559  106,649 
Occupancy  3,355  14,877  23,561  89,901  26,916  104,778 
Communication  1,598  3,948  7,314  22,410  8,912  26,358 
Stationary and Supplies  505  3,008  12,212  32,486  12,717  35,494 
Minor Equipment and Maintenance  1,222  8,982  2,140  19,046  3,362  28,028 
Travel and Transportation  4,961  12,059  29,350  82,357  34,311  94,416 
Depreciation  2,264  9,713  15,544  50,633  17,808  60,346 
Loss on exchange Difference  (64)  (574)  7,104  19,647  7,041  19,073 
Program Support Cost  197  2,076  931  6,981  1,128  9,057 
Training  38  7,491  184  12,626  221  20,117 
Other Cost  245  1,265  2,383  12,252  2,628  13,517 
Total Operating Expense  83,568  367,003  410,022  1,471,770  493,590  1,838,773 

Allocation Cost-Central Office and Jer. Office  21,898  75,024  66,815  233,976  88,713  309,000 

Total Operating Expenses and Allocation  105,466  442,027  476,837  1,705,746  582,303  2,147,773 

Net Income (Loss) Period  12,527  (71,419)  163,916  423,102  176,443  351,682 

Operating Revenue & Recovery  126,473  434,330  637,159  2,319,719  763,632  2,754,049 
Operating Expenses and Provision  113,946  505,749  473,243  1,896,617  587,189  2,402,366 
Operational Self-Sufficiency 111% 86% 135% 122% 130% 115%
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OFID Microenterprise for Palestine (PalFund)
Financial Report as at March 31, 2011

 
Gaza West Bank Total

Since Beginning 
(USD)

Since beginning 
(USD)

Since Beginning
(USD)

Total amount of loans Disbursed  10,463,300  42,788,277  53,251,577 
Original Fund 1, 2, & 3  2,495,700  7,379,237  9,874,937 
Revolved  7,967,600  35,409,040  43,376,640 
Total No. of Loans Disbursed  10,131  25,252  35,383 
Original  2,817  4,833  7,650 
Revolved  7,314  20,419  27,733 

Loans Repayments  8,961,636  36,156,089  45,117,725 

Total Amount of Written Off Loans (Bad Debts )  333,398  521,895  855,293 
Original  61,203  109,413  170,616 
Revolved  272,195  412,482  684,677 
Total No. of Bad Debts Loans  931  961  1,892 
Original  217  257  474 
Revolved  714  704  1,418 

PalFund Outstanding Balance  1,168,266  6,110,293  7,278,559 
Number of Active Loans  1,236  5,377  6,613 
 
Portfolio Outstanding at Risk over 30 days  100,365  460,245  560,610 

PAR Rate over 30 days as of March 2010 8.59% 7.53% 7.70%

 Bank Balance as at March 2011
  US Dollar 
Original Fund  10,000,000.00 
Deduct: Program Support Cost  125,000.00 
Deduct: Outstanding Balances  7,278,558.56 
Deduct: Write off  855,293.02 
Add: Write off Minor Balances  514.74 
Deduct: Bank Charges  1,711.21 
Deduct: Due to West Bank Field -
Deduct: Due from Gaza Field -
Balance Avaialble at the Bank as for 31 March 2011  $1,738,922.47 
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Summary of Cash flow 2005 - 1st Quarter 2011

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
2010  1,000,000.00  -    13,186,728.03  12,636,138.36  470.00  2,177,919.80 
1st qrt 2011  -    -    3,603,500.56  3,164,558.73  55.50  1,738,922.47

 10,000,000.00  125,000.00  53,250,999.47  45,116,633.15  1,711.21  1,738,922.47






