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The question of the transformation of microfinance institutions 
(MFIs) from NGOs into regulated financial institutions has been a 
major source of debate within the microfinance industry for over a 
decade, with NGO-based MFIs expressing concern about the ability 
to maintain their social mission if they transform into regulated MFIs. 
The evidence suggests that while there has been some upward 
mission drift to include higher-value clients, transformation has 
allowed MFIs to reach even more low-income clients than they 
were able to in the past. As NGOs they are legally restricted to grant 
financing and unable to access sources of commercial capital or debt 
to grow their operations.  To achieve their full potential as financial 
service institutions the larger MFIs have often had to shed their NGO 
identity. Thus, MFI transformation is now widespread, especially in 
Latin America, Asia and Africa where many institutions have been 
transformed from NGOs into microfinance banks or microfinance 
companies. 

The key marker of this trend was the transformation of the Bolivian 
NGO, Promotion and Development for Microenterprises (PRODEM). 
Established in 1986, by 1991 it had 22,000 clients and a portfolio of 
USD 4.5 million that enabled it to [Cont. on page 4]

2010 1st Half Results:

122%Operational 
Self-Sufficiency
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Sta f f i n M ot i o n
first / Second Quarter 2010

PROMOTIONS
Syria

Location: national office, 
april 2010
Post: Chief Field 
Microfinance Programme 
name: Mohd Al-khatib

Location: Douma Branch
June 2010
Post: ALS
name: Izzat Abu Median

NEW RECRUITMENT
Gaza

Location: national office
april 2010
Post: Clerk
name: Walid A/Ghani 
Jouda

Location: Gaza Branch
april 2010
Post: CEA
name: Khuloud Hasan 
Mukhaimer

May 2010
Post: CEA
name: Akram Ibrahim 
El-Malihi

Location: nuseirat Branch
May 2010
Post: CEA
name: Sameh Mahd 
El-Shaikh Deeb

Location: Khan Younis 
Branch
april 2010
Post: CEA
name: Mohd Abdallah 
El-Bashity
name: Suzan Barjes A/
Taha(El-Doush)

MD Advisory Board Meeting
The MD-Advisory Board held its annual meeting 
on 11 March 2010, chaired by UNRWA’s Deputy 
Commissioner-General, Margot Ellis. The 
highlights of the MD performance in 2009 were 
presented to the board together with a review of 
management, operational and human resources 
issues. The Chief of Microfinance Operations 
presented a detailed review of credit operations 
in 2009 as well as the targets and challenges 
for each field in 2010-2011, when the MD will 
extend its network to 25 branch offices, with 
eight new branch offices opened in the West 
Bank, Jordan and Syria during this period. 
Through expansion and product diversification, 
the MD will almost triple its annual outreach to 
83,000 loans and double its portfolio to USD 62 
million at the end of the period. 

During the meeting, the department’s 
consolidated and field-based financial 
statements for 2009 were presented. This 
showed that assets grew by 13 percent to USD 
28.75 million. Revenues grew by 43 percent 
to USD 7.10 million, while income grew by 
155 percent to USD 1.49 million. The general 
financial situation for 2009 was positive in 
every field, with operational self-sufficiency 
rising and averaging 124 percent across the 
department. This was driven by improving loan 
officer productivity. The only dark spot on the 
horizon was increasing portfolio-at-risk (PAR) in 
most fields, especially Jordan and West Bank. 
Only Gaza showed improvement, as it reduced 
PAR >30 days to just two percent. Presentations 
were also made on mainstreaming social 
performance management (SPM) by the 
Monitoring and Evaluation Officer and marketing 
and communications by the Marketing Officer.     

At the meeting ShoreBank International 
presented the “UNRWA MD Feasibility Study 
and Transformation Plan”. This study consisted 
of a legal review and due legal diligence 
study on the forms of incorporation available 
in each jurisdiction where the MD operates; 
an institutional appraisal and discussion of the 
institutional options for transformation; and, 
a gap analysis identifying operational and 
financial needs. The recommended institutional 

Management’s Message
structure for transformation was the creation 
of an off-shore holding company with strategic 
investors that would then invest in three 
separate operating companies registered and 
licensed in Palestine, Jordan and Syria.

Seven recommendations from the Advisory 
Board were presented and approved by the 
Commissioner-General, Filippo Grandi. These 
require the MD to: 

 proceed with transformation planning and 
analysis;

 clarify the rationale for transformation in a 
presentation to UNRWA stakeholders;

 present the transformation plan at a timely 
moment to the UNRWA Advisory Commission 
and/or Donor Meeting to ensure that there 
is broad acceptance of the transformation 
project; 

 coordinate with UNRWA’s External Relations 
Department to secure the resources needed 
for planned growth; 

 pursue discussion with potential strategic 
partners and put together an investor group 
whose interests align with UNRWA’s vision and 
mission for microfinance;  

 seek funds for technical assistance and 
capacity building for transformation; and,

 extend the new incentive scheme introduced 
for branch managers to include supervisors 
and loan officers in the next phase.  

MD Annual Management Seminar
Over the weekend of 5 - 6 June 2010, the MD 
held its Annual Management Seminar at the 
Regency Palace Hotel in Amman. This was 
attended by 43 staff from the West Bank, 
Gaza, Jordan, Syria and MD headquarters.  The 
theme of the seminar was “Transformation and 
Going Forward” with the objective to present 
transformation and product development, 
together with field and branch performance 
updates. These were reviewed in the context of 
the product development, outreach and financial 
strategy that had been developed for MD’s field-
wide operations. During the seminar detailed 
work plans were developed for each field and 
branch office for 2010 and 2011.
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Sta f f i n M ot i o n
first / Second Quarter 2010

NEW RECRUITMENT
West Bank

Location: nablus Branch
June 2010
Post: CEA
name: Rasha Qaraqish 
name: Dina Azzam Kurdi 
name: Darwish Zaitoun 

Location: tulkarem 
Branch
May 2010
Post: CEA
name: Muna Jamous
name: Anas Adel Hussein
name: Suha Muneer 
Maree

June 2010
Post: CEA
name: Safa’ Masoud 
Hammad

Location: Hebron Branch
June 2010
Post: Clerk
name: Fardous Sayed 
Ahmad

Location: Bethlehem 
Branch
Post: CEA
february 2010
name: Muhannad 
Al-Atrash
May 2010
name: Marwa Adnan 
Hammad

Management’s Message

Since the conference, staff from the West Bank, 
Jordan and Syria have been trained on Microfin 
Business Planning software to monitor and track 
performance against objectives over the next 
two years.   

In seeking to implement these work plans 
and expand the department’s outreach, three 
new branch offices will open shortly in Syria 
and the West Bank. Two new branches have 
been established in Douma (Damascus) and 
Aleppo, with key staff recruited, trained and 
the marketplace segmented. The new branches 
will finance their first loans in September. In 
addition, a new branch office is being opened 
in Jericho, where the first loans will be issued in 
October-November once renovation, equipping, 
recruitment, training and market segmentation 
are complete. These new offices will bring the 
network of branch offices to 20 and staffing to 
almost 400 employees. 

Growing outreach?
The global outreach of the department continues 
to grow, but at a much more modest rate than 
previous years (depicted in the table below). In 
the comparable periods, between January-June 
2009 and January-June 2010, lending grew by 
almost 12 percent and the value of the portfolio 
grew by the same rate. The rate of growth 

slowed down due to retrenchment in the West 
Bank that saw outreach decline by almost 8 
percent and portfolio value by 5 percent. While 
outreach in Jordan grew at a marginal one 
percent, this was offset by a one percent decline 
in portfolio value. 

The most significant relative growth was in Gaza, 
where loan outreach increased by 62 percent 
and portfolio value jumped by 99 percent. While 
this is a welcome recovery, the baseline for this 
growth was at low point, so this trend will need 
to be maintained at a higher rate over the next 
few years to achieve full outreach recovery in 
Gaza.

The bulk of absolute growth during this period 
was centred in Syria, where outreach grew by 
28 percent and portfolio value by 32 percent. 
This will swell further in the next period as the 
two new branch offices become fully operational 
in the last quarter of 2010.  Syria now has the 
largest loan outreach of any field, although the 
value of lending lags significantly behind the 
West Bank and Jordan.

If the MD is to meet its outreach targets for the 
biennium, its growth rates will need to pick up 
pace in both West Bank and Jordan over the 
remainder of the year.  

Jan-June 2009 Jan-June 2010 Growth (%)

No. of 
Loans

Value (US$)
No. of 
Loans

Value (US$) Loans Value

Jordan 3,227 4,976,554 3,261 4,907,492 1.06% -1.39%

Syria 4,911 3,347,103 6,292 4,410,777 28.12% 31.78%

West Bank 5,057 8,258,192 4,659 7,867,090 -7.87% -4.74%

Gaza 1,061 1,593,600 1,720 3,175,400 62.12% 99.26%

total 14,256 18,175,449 15,932 20,361,036 11.76% 12.03%

Loan outreach and growth between comparative periods:
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operate at full operational self-sufficiency. But 
it was facing a capital squeeze that prevented 
it from growing to meet its market potential 
and the demand of its clients. As an NGO it 
was legislatively prohibited from accessing 
commercial funds to finance expansion or 
provide savings services to clients. It was 
dependent on grant-based funding, which often 
took the institution a year or more to raise, 
but which it expended on new loans within a 
month – UNRWA’s microfinance department is 
very familiar with such issues and has seen its 
growth and development limited by the same 
constraints. In order to meet its full potential 
and its mission to its clients, PRODEM acquired a 
commercial bank license. And in 1992 it opened 
as a regular commercial bank, under the name 
BancoSol, but one dedicated to serving the needs 
of the poor and the microenterprise market. 
BancoSol quickly grew to become one of the 
best banks in Bolivia, where it was rated among 
the top three banks between 1997 and 2008. 
By 2008 it operated 59 branch offices employing 
1,235 staff that served 161,626 clients with 
credit of USD 296 million, while providing saving 
and deposit facilities for 259,993 customers with 
deposits of USD 336 million.

The transformation of BancoSol was soon 
followed by Banco Los Andes (1995) in Bolivia,   
Mibanco (1998) in Peru, K-Rep Bank (2000) in 
Kenya, PRODEM FFP in Bolivia (2000), ACLEDA 
Bank (2001) in Cambodia, Compartamos (2000) 
in Mexico, XacBank (2002) in Mongolia and 
First Microfinance Bank of Pakistan (2002), 
since then there have been a few hundred 
transformations worldwide. 

While many MFIs in the MENA region seek to 
follow this trend to grow and expand their 
operations - with the exception of Morocco - 
commercial transformations in the region have 
been few, as MFIs have remained largely NGOs 
due to the limited legal and regulatory options 
open to them. While MENA microfinance has 
opened up the frontier of financial services to 
millions of poor, low-income and unbanked 
populations throughout the region, unlike their 

counterparts in Latin America, Asia and Africa, 
central banks and regulators have been slow 
to respond to the challenge of the booming 
microfinance sector, or support it through better 
regulation in line with its increasing importance 
to the national financial systems.  

However, attitudes are changing with 
governments and regulators in Syria, Palestine, 
Morocco, Yemen, and Sudan seeing the 
significance of the microfinance sector to 
financial sector and economic development, 
and therefore the need for it to be prudentially 
regulated. The change in attitudes has also 
been accompanied by changing policies and 
new opportunities for MFIs in different regions, 
including the licensing of microfinance banks to 
provide credit and deposit services, the inclusion 
of MFIs in national credit bureaus, and enabling 
MFIs to change their registration from NGOs 
into not-for-profit and for-profit companies to 
enable them to access commercial loans. These 
changes provide new opportunities for MFIs to 
expand their services, develop their operations 
and grow their portfolios to better serve the 
needs of their clients. 

The positive developments in the region also 
provide an opportunity for UNRWA to set its 
own microfinance activities on the long-term 
path of continuity, sustainability, growth and 
development through transformation. UNRWA 
has been a nurturing incubator for microfinance 
that enabled its Microfinance Department (MD) 
to grow slowly to a place among the large 
and elderly MFIs in the MENA region. But the 
MD is now at a level where it cannot reach its 
full potential if it has to rely on scarce donor 
funds, especially in Jordan and Syria where 
donor finance for microfinance is especially rare. 
Despite the best efforts of its fund-raising cadre, 
UNRWA is unlikely to raise the additional USD 
38.67 million that the MD needs to realise its 
planned activities during 2010-2014, when its 
branch office network will grow from 17 to 34 
branch offices, during which its annual outreach 
will grow from 28,400 loans valued at USD 37 
million to 110,000 loans worth USD 150 million. 

transformation: Why it should be done? (Cont.)

S ta f f i n M ot i o n
first / Second Quarter 2010

NEW RECRUITMENT
Jordan

Location: National Office 
May 2010
Post: Secretary
name: Nadia Suliman al-
Najjar

Location: Al-Balad Branch
January 2010
Post: CEA
name: Tareq Yahia Abu 
Zaid 

Location: Zarqa Branch
December 2009
Post: CEA
name: Abdel Hafith Matar

Syria
Location: al-Yarmouk 
Branch
May 2010
Post: Branch Manager
name: Khaldoun Muwafaq 
Mousselli

January 2010
Post: CEA
name: Mahd Mohd Kheir 
Tamim

June 2010
Post: Cashier
name: Mustafa Abdul 
Ghani

april 2010
Post: CEA
name: Hussam Mohd 
Nader
name: Omar Mahmoud 
Sabbagh 
name: Mohd Khalil 
Shorbaji 
name: Suzan Al-Najjar
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UNRWA has already passed numerous 
milestones and landmarks where many MFIs 
transformed to realise self-reliance beyond the 
limiting dependency on grant funds. With a 
current portfolio of 23,000 active loans and 
an outstanding balance of USD 21 million, the 
MD’s service development and future growth 
will be increasing constrained by financing 
limitations and a legal character that prevents it 
from mobilising savings or refinancing by taking 
loans from international financial institutions 
or commercial banks. Also, as the microfinance 
sector is brought under regulation, UNRWA will 
have to comply with new standards, licensing 
requirements and regulation. Through the 
recommendations of the MD-Advisory Board 
and approval of the Commissioner-General, 
UNRWA is already committed to develop a 
strategic pathway to transform and spin-off its 
microfinance operations from UNRWA. 

In planning this process, with financial support 
from USAID, the MD contracted an initial 
“UNRWA Transformation Scoping Study” in 
September 2007, which was complemented 
by an “UNRWA Savings Study” in November 
2007 that explored the market and outlined a 
range of savings and deposit products that the 
MD could introduce when it was able to meet 
the regulatory requirements for deposit-taking. 
This developed more concretely in March 2010, 
with financial support from the Grand Duchy 
of Luxembourg,  when the MD completed a 
project with ShoreBank International to develop 
a “Feasibility Study and Transition Plan” to 
develop a framework for the incorporation of 
the MD as a new corporate entity in compliance 
with international and local legal and licensing 
requirements. 

There are a number of unique features associated 
with the MD transformation that distinguishes 
it from previous transformations, two of 
which are significant and require appropriate 
transformation responses. First, the UNRWA 
transformation will be the first of an MFI that 
is embedded in the operational structure of a 
United Nations agency, and second, it is possibly 
the first transformation involving a multinational 
MFI operating in three separate jurisdictions, viz. 
Palestine, Jordan and Syria. Each of these features 
needs to be dealt with through a transformation 
planning process that ensures that: UNRWA’s 
microfinance vision will be incorporated in the 
mission, business statement and shareholder 
agreements of the new entity; the MD assets 
are transferred into the new entity in a way 
that serves the interest of clients, staff and 
shareholders in an equitable and transparent 
manner that safeguards UNRWA from future 
liability; and, in a manner that safeguards and 
enhances the multinational natures of UNRWA’s 
current microfinance operations. 

There is a broad consensus on MD-Advisory Board 
and potential stakeholders that the institutional 
structure envisioned for the new entity is 
appropriate to achieve the transformation 
vision. The new entity will be formed under a 
two-tier structure with major strategic investors 
investing in a holding company in a jurisdiction 
acceptable to them. The holding company will 
then invest in three operating companies in 
Palestine, Jordan and Syria in compliance with 
local commercial law and regulation. In order to 
realise its microfinance vision for the region, the 
ideal company configuration is a microfinance 
bank in Syria licensed as a social finance 
institution, a microfinance company in Jordan, 
and a specialised microfinance bank in Palestine.

Transformation: Why it should be done? (Cont.)

Sta f f i n M ot i o n
first / Second Quarter 2010

NEW RECRUITMENT
Syria

Location: Aleppo Branch
May 2010
Post: Clerk
Name: Fadia Josef Samman

Post: ALS
Name: Basel Mohd Al Haj DaiSamman

Post: CEA
Name: Mohd Al Shorbaji
Name: Husni Ahmad Sharif Agha
Name: Safwan Mohd Abdul Hamid

Name: Amal Hasan Haidar
Name: Iman Yousef Naji
Name: Tariq Khaled 
Mustafa

Location: Al-Ameen 
Branch
April 2010
Post: CEA
Name: Nour Abdul Naser 
Abdul Qader
Name: Mohd Khalil Tomeh
Name: Reem Isam Ajaj
Name: Rawia Isam Abu 
Saaleek
Name: Reham Renno
Name: Firas Basha

Location: Sayedah Zeinab
April 2010
Post: CEA
Name: Asmaa Nawaf 
Al-Khawaja 
Name: Mohd Ziad Odeh

Location: Sayedah Zeinab
April 2010
Post: CEA
Name: Nadeen Ramadan 
Obied 
Name: Yara Mohd Abu 
Shekha 
Name: Zeina Hasan Haidar 
Name: Inas Hamad
Name: Ahmad Dsouqi

Location: Douma Branch
May 2010
Post: Branch Manager
Name: Allan Khedraki
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Poverty Scoring and Social Performance

Part of the social performance management 
(SPM) objective of the microfinance department 
is to provide inclusive microfinance that targets 
women, youth, refugees and the poor. The 
department already has baseline social indicators 
for its outreach to refugees, youth and women, 
and has set targets to expand its outreach to 
refugees, women and youth in its business and 
work plans over the next five years.

While measurement of women, youth and 
refugees is straightforward as these are discrete 
entities, the measurement of poverty and 
determining who is poor is much more complex 
as poverty is a dynamic process subject to 
macroeconomic, political and social forces that 
change over time. Often dramatically over 
very short times. The rigorous measurement of 
poverty by NGOs and MFIs can be prohibitively 
expensive, and when it is done it often does 
not meet national or international standards 
of measurement, which means that data has 
little comparative value. The measurement and 
determination of poverty is best done through 
specialised government statistical agencies 
that can set national poverty lines based on 
international standards of measure. Fortuitously, 
the government statistical bureaus in Palestine, 
Jordan and Syria regularly undertake such studies 
and periodically prepare national poverty lines.

For many years, the microfinance industry has 
been trying to develop low costs tools to measure 
the poverty of clients that comply with national 
standards and metrics. This has become more 
intensive as an increasing number of MFIs and 
stakeholders want to bring a more systematic 
focus to the social value of microfinance, rather 
than only focusing on self-sufficiency and profit. 
They want to be able to identify which of their 
clients are poor and trace their poverty levels 
through various lending cycles.

Through participation in the global social 
performance task force, the department has 
looked at a number of tools, and recently 
completed a contract with MicroFinanza to 

develop three separate Simple Poverty 
Scorecards (SPS) for Palestine, Jordan and Syria. 
The SPS is a standardised methodology that is 
identical to the Grameen Foundation progress 
out of poverty index (PPITM) and now used in 34 
countries.

The SPS or PPI is developed from national 
expenditure and consumption surveys (PECS), 
or other similar surveys, through statistical 
modelling and regression on the national 
database to develop a scorecard of 10 questions 
that can be administered within a few minutes 
to determine the statistical likelihood of a client 
and their family falling below or above the 
national poverty line. UNRWA and MicroFinanza 
have worked together with the Palestinian, 
Jordanian and Syrian statistical bureaus to 
develop SPS for each country. 

The department has recently tested the SPS for 
Palestine through a survey based on a random 
sample of clients in Gaza, and is preparing to 
survey clients in Syria, while Jordan and West 
Bank will be completed later this year. These 
will provide a baseline for the poverty outreach 
of the programme, which will be followed up 
by repeating the questionnaire for all clients at 
each loan cycle.

The results of the Gaza baseline survey show 
that MD clients are less poor than the general 
population. With 30 percent of MD clients and 
their families living below the national poverty 
line of NIS 12.92 per person per day, compared 
to 52 percent of the general population. While 
it is obvious that economically active MD clients 
should be less poor than others, as they have 
a source of employment and income, the 
finding indicates that many entrepreneurial and 
economically active clients and their families 
are facing hardship and insecurity in Gaza. At 
the same time, another 12 percent of clients 
and their families are living below the USAID 
extreme poverty line of NIS 8.91 per person per 
day, suggesting a high level of hardship among 
the working and microentrepreneurial poor. 

Facts&Figures

spotLight

O u t r eac h  Loans by 
Region
1st Half 2010

O u t r eac h  Value by 
Region
1st Half 2010

        The new 
poverty score cards 
will help the MD 
identify poor clients 
and to design 
and develop new 
products that better 
fit their needs.
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        ..the highest 
rates of poverty 
was found among 
clients from 
southern Gaza..

Facts&Figures
P ov e r t y  of Clients
[Gaza]

Poverty Scoring and Social Performance (Cont.)

This is further borne out when we consider the 
relationship between poverty and different 
loan products. Those clients receiving working 
capital loans for microenterprise have the 
highest rate of client poverty, with 35 percent 
of MEC clients and their families and just over 
a third of women-only SGL clients and their 
households living below the national poverty 
line. Customers receiving the larger MEC+ and 
SSE loans are significantly less likely to be poor 
than microentrepreneurs, although a significant 
proportion are poor, with almost a fifth of SSE 
and 18.3 percent of MEC+ clients and their 
families living below the national poverty line. 
They are also significantly less likely to fall 
below the extreme poverty line.

There were also a significant number of clients 
with consumer (CLP) and housing (HLP) loans 
that slipped below the poverty line, with over 
a quarter of clients with consumer loans and 
23.48 percent of clients with housing loans 
falling below the poverty line, while just under 
10 percent of both cohorts were below the 
extreme poverty line.       

One counter intuitive result is that men and their 
households are marginally more likely to be 
poor than women clients and their households 
(30.36% versus 28.75%); men are also 
marginally more likely to face extreme poverty 
than women clients (12.43% against 11.50%). 
But the margin is so small that the poverty of 
clients is almost gender equitable, with men 
and women clients equally likely to be poor or 
very poor. 

The highest rates of poverty was found among 
clients from southern Gaza, who received loans 
through the Khan Yunis Branch Office, where 
almost 37 percent of clients were poor and 15.39 
percent were extremely poor. This compared 
to just over a quarter of clients in the middle 
and northern Gaza being poor and just over 10 
percent extremely poor. 

As the baseline survey for Gaza has been 
undertaken at the height of the trade embargo 
and economic crisis, the baselines for the other 
regions are expected to be lower than Gaza.

The new poverty score cards will help the MD 
identify poor clients and to design and develop 
new products that better fit their needs.

Clients Living in Poverty [Gaza]
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Incentive Scheme Update 

With the introduction of the new branch manager 
incentive scheme at the beginning of the year, 
the first incentives were paid for the first quarter 
of 2010. Three branch managers from al-Ameen 
and Saida Zeynab branches in Syria and al-Balad 
branch in Jordan received incentive payments of 
USD 650, USD 450 and USD 400, respectively for 
meeting the incentive thresholds of OSS rates 
above 100 percent (142%, 109% and 108% 
respectively) and active portfolios of 1,600 or 
more loans.  During this period, the Yarmouk 
branch also passed the thresholds, but there 
was not payout as the branch manager post was 
vacant.

Based on feedback from managers and staff, it 
was agreed to revise and develop the scheme 
by reducing the threshold from 1,600 to 1,000 
active loans and to equalise the value of the 
incentive payments in Syria in line with the other 
fields. The scheme maintained the threshold OSS 
100 percent plus, but added a new dimension of 
portfolio-at-risk (PAR) of less than 10 percent for 
loans over 30 days late. The revised scheme will 
enable good performing branch offices in small 
markets to benefit from incentives and will not 
reward branches with high levels of credit risk.

The revised incentive scheme was approved 
by HRD in June 2010 and was implemented 
during the second quarter of 2010. The result of 
the new incentive scheme is that all branches 
in Syria and Jordan (seven branches), and four 
branches in West Bank now pass the active loan 
threshold. All branches in Syria, the West Bank 
and three in Jordan passed the OSS threshold. 
But only four of these passed the PAR threshold 
and qualified for the incentive. These were the 
three Syrian branches and the Nablus branch in 
the West Bank. However, as the branch manager 
post in Nablus was vacant and the new branch 
manager in Yarmouk had not completed six 
months occupancy, only the Al-Ameen and Saida 
Zeynab branches received payments in the past 
quarter. 

With the exception of Gaza, a large number of 
branches are now within reach of meeting the 
new thresholds, but to do so they must bring the 
branch PAR to below 10 percent.  The addition of 
the PAR threshold will improve the quality of the 
portfolio, reduce the risk in lending and lower 
loan loss provisioning costs. 
 

        ..the result of 
the new incentive 
scheme is that all 
branches in Syria 
and Jordan (seven 
branches), and 
four branches in 
West Bank now 
pass the active loan 
threshold..

OSS PAR Layer
Active Loans
(Quarterly)

Achievement Payment (US$)

West Bank, Gaza, Jordan and Syria

Month Quarter
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1 300-999 No Incentive Allowance Paid

2 1,000-1,599 100 300

3 1,600-1,999 200 600

4 2,000-2,499 300 900

5 2,500-2,999 400 1,200

6 3,000 plus 500 1,500

Facts&Figures

Revised Incentive Scheme

O u t r eac h  by
Product Value
1st Half 2010

O u t r eac h  by Product
1st Half 2010
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Sanabel Conference 2010

The MD attended the annual Sanabel conference 
in Syria where it had a strong presence, with 23 
staff attending from MD, including HQ (3), West 
Bank (2), Gaza (1), Jordan (2) and Syria (15). 
Staff made a number of interventions during the 
sessions.

The conference was a great opportunity for Syrian 
staff to be exposed to the broader microfinance 
industry, its stakeholders and personalities. 
With 18 panels and workshops over three 
days, the conference presented an intense 
learning environment for staff to meet and 
hear from experts from throughout the MENA 
region and the rest of the world. It was also an 
ideal environment to meet with investors and 
stakeholders interested in financial participation 
in the MD transformation.

At the conference, two Syrian clients, Samir Kasar 
and Mahdiya Arab were invited to open stalls to 
sell their craft-work in the Microentrepreneurs’ 
Souk.

During the conference, an MD client, Jehad 
Abdel Rahim Diab, was honoured with an annual 
microentrepreneur award from Grameen-Jameel 
Foundation. Jehad is physically disabled and 
manages his stationery shop from his wheelchair.

The Director of the MD was a panellist on the 
session on “National Microfinance Strategies” 
reflecting the work that had been done 
through the micro and small finance task force 
in Palestine. At the end of the conference, the 
MD Director participated in Sanabel’s AGM and 
stepped-down from his position on its Board of 
Directors after serving the maximum period of 
two consecutive 2-year terms.

       The 
conference was a 
great opportunity 
for Syrian staff 
to be exposed 
to the broader 
microfinance 
industry, its 
stakeholders and 
personalities.

N e w  &  U p com i N g 
E v E n t s

Making Cents Intl.
Global Youth Conference
14 - 16 September 2010, 
Washington DC, USA

MD Advisory Board 
Meeting
Sept. / Oct. 2010
Jerusalem, Palestine

sanabel training
Strategic marketing for 
mFis
22 - 25 November 2010
Amman, Jordan
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FinancialPerformance

eyeonFinance

The squeeze on financial performance was 
largely affected by a decline in staff performance 
as loan officer caseload shrunk by 4 percent, 
when the active number of loans per loan officer 
fell from 182 to 174 on average. The MD still lags 
behind the MENA average of 211 active loans 
per loan officer and is significantly short of its 
own target of 250 active loans per loan officer. 
Loan caseload management remains best in 
Syria with an average of 211 active loans per 
loan officer. This is followed by Jordan with 165, 
West Bank with 164 and Gaza with 140 active 
loans per loan officer.  

The slip in staff performance did not significantly 
increase the cost of lending per borrower, indeed 
the general cost fell from USD 308 to USD 307 
per client on average. Costs are lowest in Syria, 
although there was a marginal cost increase 
form USD 160 to USD 162 per borrower. Costs 
are highest in Gaza at USD 504 per borrower; up 
from USD 474 in 2009. The cost in the West Bank 
increased from USD 345 to USD 372 per borrower 
and declined In Jordan from USD 355 to USD 
331 per borrower. With the exception of Gaza, 
where costs are high because the department 
is unable to benefit from economies of scale in 
its currently constrained operating environment, 
the costs per borrower elsewhere are close to 
the average costs of MFIs in the Mashreq region 
of MENA.

The MD is still significantly below the MENA 
benchmarks on portfolio quality and credit risk. 
When measured by the industry standard of 
portfolio-at-risk risk (PAR) of 30 days or more, its 
PAR of 8 percent is higher than the MENA average 
of 2.4 percent. Portfolio risk is particularly high 
in Jordan at 13 percent and the West Bank at 9 
percent, while Syria reduced its PAR to a very 
healthy 3 percent. Surprisingly, Gaza, which has 
the most difficult operating environment of any 
field, has the best quality portfolio with PAR of 
just 2 percent.  High PAR is costly as this requires 
a higher loan loss reserve which reduces to 
overall financial performance of the programme.    

In the first half of 2010, the financial performance 
of the department was marginally down on 
2009 in a number of key performance indicators, 
but these can still be made up over the next 
two quarters through improved productivity 
and efficiency. The Operational Self-Sufficiency 
(OSS) rate for the department as a whole was 
122 percent; down from 124 percent in 2009.  
Financial performance continues to be driven 
by the West Bank with an OSS of 139 percent, 
followed by Syria with an OSS of 116 percent, 
then Jordan with an OSS of 113 percent, and 
finally Gaza with an OSS of 102 percent.  Gaza 
and Jordan improved their performance over the 
first half of the year, while there was a small 
decline in West Bank and Syria, despite this they 
remain ahead of the other two fields.

With an outstanding portfolio of USD 21 million, 
by June 2010 the department generated 
revenues of USD 3.95 million, less net 
impairment for loan losses of USD 90,351.  With 
operating expenses of USD 3.09 million, this 
resulted in a net income for the period of USD 
772,824. Projecting this 6-month trend forward 
until the end of the year, operating expenses 
will increase by approximately USD 1 million in 
2010 compared to 2009; while revenues are also 
likely to increase by USD 1 million more than 
in 2009, but profits will grow only marginally 
to around USD 1.55 million. With profitable 
operations over the past two-and-a-half years, 
the MD has reduced the historical losses on its 
cumulative portfolio of USD 239 million from 
USD 7.26 million to USD 4.52 million. 

There was a significant improvement in the first 
half of the year on the return on assets (ROA) 
rising from 5 percent to 10 percent, which is 
significantly above the MENA region average 
of 2.4 percent. This was somewhat offset by an 
increase in expense rate when the operating 
expense ratio increased from 29 percent to 31 
percent, which is still higher than the MENA 
average of 22 percent. 

M D J o r da n
L e n D i n g

M D SY R I A
L e n D i n g
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FinancialPerformance (Cont.)

eyeonFinance

The current financial performance of the 
department is generally very good, but it can 
be improved by improving productivity and 
reducing PAR in Jordan and West Bank. The 
revised incentive scheme for branch managers 
has included an indicator on PAR; while 

Ratios Targets
MD Total

MD Field Offices

Gaza West Bank Jordan Syria

June 
2010

2009
June 
2010

2009
June 
2010

2009
June 
2010

2009
June 
2010

2009

Operational 
self-
sufficiency

> 
125%

122% 124% 102% 97% 139% 145% 113% 109% 116% 124%

Return on 
assets

> 5% 10% 5% 1% 0% 19% 10% 7% 3% 9% 6%

Profit Margin > 20% 18% 19% 2% -3% 28% 31% 11% 8% 14% 19%

Yield on 
gross loan 
portfolio

33% 42% 42% 33% 29% 48% 48% 39% 39% 42% 44%

PAR >30 
days

< 3% 8% 8% 2% 2% 9% 9% 13% 13% 3% 5%

Write-off 
ratio

1% 2% 2% 1% 3% 1% 2% 4% 3% 1% 2%

Risk 
Coverage 
ratio

75 - 
100%

71% 70% 92% 119% 57% 62% 79% 71% 101% 82%

Portfolio in 
arrears

< 5% 6% 7% 1% 2% 6% 7% 11% 11% 3% 5%

Loan Officer 
Productivity

250 
Loans

174 182 140 132 164 175 165 180 211 219

Personnel 
productivity 

<100 
Loans

79 85 44 45 73 78 84 95 112 121

Ave. loan 
size 

1,200 1,277 1,309 1,8463 1,540 1,689 1,723 1,505 1,604 699 702

Ave. 
Outstanding 
loan

1,000 883 891 1,622 1,441 1,085 1,062 903 993 448 451

Operating 
expense 
ratio

25% 31% 29% 32% 30% 33% 30% 25% 25% 34% 32%

Cost per 
borrower

100-
200

307 308 504 474 372 345 331 355 162 160

the incentive scheme being developed for 
supervisors and loan officers will focus primarily 
on productivity and PAR. The introduction of 
this scheme will contribute to building a more 
efficient and productive portfolio and improve 
financial performance.

M D W E ST  B A N K
L e n D i n g

M D G A ZA
L e n D i n g
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MD Stories from theField

Yarmouk is a densely 
populated inner city suburb of 
Damascus, which is home to 
over a million people. It also 
hosts the largest population 
of Palestine refugees in Syria, 
living in or around Yarmouk 
Refugee Camp. For the visitor 
who does not know the urban 
geography, it is impossible to 
tell where the suburb ends 
and the camp begins, as both 
Syrians and Palestine refugee 
live in identical low-cost 
housing.

Yarmouk is bustling with tiny workshops, service 
centres, commercial, and retailing enterprises. 
Within its densest areas there are vibrant and 
pulsating popular markets with a myriad of 
informal, low-income enterprises.

Living and working among this throng is Wafa 
Bdair, “Umm Khaled”, a 57 year old dressmaker, 
working in this trade for the past 40 years. For 
most of her life she and her husband worked 
hard in their own businesses, pooling the 
income from her home-based dressmaking 
and his blacksmith workshop. This enabled 
them to live securely, if modestly, and to 
afford a good life for their children. As she was 
getting older and her children became young 
adults, she began to work less and reduced her 
dressmaking to a part-time activity.  

In 2005 her stability and peace-of-mind was 
overwhelmed when relations with her husband 
ended and she was divorced after 30 years 
of marriage. Bereft of economic security and 
anxious about the future, she needed to change 
her way of living and rely on herself. Umm 
Khaled decided to return to her dressmaking 
business full-time.

Name:  Wafa Mamdouh Bdair
Location: Al-Yarmouk Camp, 
  Damascus
Dependants: Four

        ...She has 
become more 
competitive 
and she 
currently 
manufactures 
around 
4,000 school 
uniforms per 
year, at a cost 
of around USD 
10 per uniform, 
which sell for 
USD 15.

clientStory

In developing and re-establishing her business 
Umm Khaled reconnected with fabric and textile 
traders from whom she used to buy her raw 
materials and they introduced her to potential 
clients. Also, in 2005, she rented a small store 
to retail her products of school uniforms, shirts, 
and trousers. Around this time, she applied 
for an MEC loan from UNRWA’s microfinance 
department. She received an initial loan of SYP 
40,000 in July 2005 and a second loan of SYP 
60,000 in January 2006 which she repaid in the 
same year.
  
While she was happy with her small store at 
the outset, it soon became clear that this was 
pushing up her running costs, while her sales 
were declining due to competition from goods 
with lower overheads. To cover the costs of 
the store, for which she was paying rent and 
utilities, Umm Khaled charged higher prices 
per unit than other home-based dressmakers 
selling similar products. This made her products 
uncompetitive, forcing her to close the store 
and  convert the main bedroom in her house 
into a workshop where she could concentrate 
on home-based production. While this was a 
disappointment, Umm Khaled knew that this 
was her only realistic option. 
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MD Stories from theField

Year:  2003
Location: Gaza
Title:  Home-Cattle Farming

MDinTime

Soon after Umm Khaled returned to working 
full-time from her house, she contacted UNRWA 
again to apply for the women-only WHC product, 
Since then, she has received two WHC loans, the 
second of which is still active.

Since she returned full-time to home-based 
dressmaking, she has become more competitive 
and she currently manufactures around 4,000 
school uniforms per year, at a cost of around 
USD 10 per uniform, which sell for USD 15.

ClientProfile
Loan Cycle

Loan
Amount (SYP)

Loan Starting Date Loan Closing Date

1 40,000 03 July 2005 15 December 2005

2 60,000 17 January 2006 15 October 2006

3 60,000 22 April 2009 19 November 2009

4 40,000 17 March 2010 Still Active

clientStory
(Cont.)
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in Memoriam
Naser Subhi Meqbel

1965 - 2010
In his professional life, Naser was not only 
beloved by his colleagues but also by his clients 
who had a deep respect and appreciation for 
him. When one of his clients was called to ask 
about her memory of Naser, Um Ahmad Al-Atar 
started to cry. After she calmed down, she said, 
with a voice full of sadness: “I knew him for a 
long time, Naser was like my brother, and he 
was so polite, respectful to his clients; honest 
and shy when dealing with clients, especially 
women like me… our relation with Naser was 
not  just clients seeking a loan, it was much 
more” 

The department’s staff seek to honor the memory 
of this remarkable friend and colleague, whose 
life ended unexpectedly in its prime. At this 
time, it is with heaviest of hearts that we offer 
our condolences to his wife and children for 
their tragic loss. 

But his loss once again reminds us of the dreadful 
iniquity faced by ordinary Palestinians who 
have to live with the extraordinary pathology 
of occupation. Hospitalized in Gaza for what 
should have been a relatively minor surgery for 
appendicitis, complications that were beyond 
treatment in Gaza necessitated that he be 
transferred to an Israeli hospital, but too late. 
Nasser died in Ichilov hospital from severe 
infection. While admiring the dedication of the 
Israeli doctors and medical staff who fought to 
save his life, we must abhor the siege of Gaza 
that all too frequently results in such needless 
tragedy. His death brings home to us the reality 
of collective punishment,  which wreaks pain 
and harm indiscriminately on far too many 
families in Gaza.  

When staff visited Naser’s family to pay 
condolences, his younger brother told them: 
“My father died today”, although his father died  
a long time ago. Naser was not only an older 
brother to him but he was also a father figure 
who cared for all. Naser was equally a brother 
to his colleagues in Gaza, to whom he gave 
strength and support. He leaves a huge spiritual 
gap in our lives.

Goodbye dear friend, may god rest your 
soul.

Naser Meqbel was born in Jabaliya Refugee 
Camp on 6 November 1965 into a large family 
of eight brothers and one sister. He received 
his elementary and preparatory education 
at UNRWA schools and graduated from the 
Islamic University in Gaza in 1996 with a BA in 
Business Administration. Naser joined UNRWA’s 
Microfinance Department in March 2000, where 
he worked as Credit Extension Assistant. His 
ability and commitment to his work and to the 
lives of his clients made him one of the MD’s 
best loan officers. His excellent performance 
was noted by his supervisors, and earned him 
a number of letters of appreciation for his 
outstanding services. 

In recognition to his ability, hard work and 
experience, Naser was promoted to the post of 
Area Loan Supervisor in February 2005, where 
he was to lead, coach and supervise a team of 
Credit Extension Assistants providing financial 
services to the small business community in 
Gaza. 

In addition to his normal duties as Area Loan 
Supervisor, Naser was a distinguished in-house 
trainer who developed training materials 
for various microfinance topics used in the 
department’s training programme. He provided 
training to the department’s loans officers in 
Gaza. Because of his abilities, Naser was also 
selected to provide microfinance training to his 
colleagues in Jordan and Syria.    
 
When one of his staff was asked to describe 
Naser in one sentence, he said: “Naser was 
not an ordinary supervisor, in addition to his 
professionalism, politeness, and honesty, Naser 
was so humane: He shared the pain and hope 
of all around him”. Naser made everyone in 
the office feel that s/he was his close friend. 
Another colleague in the office added: “Naser 
did not know the meaning of hatred; he was so 
tolerant and forgiving and we will never forget 
his sense of humor”. It is a sign of his wonderful 
character and diplomacy that during his ten year 
tenure with the department, Naser was never 
in conflict with any of his managers, colleagues 
or staff.  His formal and upright demeanor hid a 
wonderful caring heart. 
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infoLines

ContactMD

The below list highlights the main donors 
of the MD that contributed in 2010. These 
enabled continuing success and achievement.MDDonors2010

Donor Information

OFID

The OPEC Fund For International Development 
provided the final USD 1 million installment on its 
third contribution to the PalFund trust fund, bringing 
its total contribution to USD 10 million.

UNTFHS

The UN Trust Fund on Human Security provided USD 
190,000 to open a New Branch Office in Jericho as 
part of a joint UN Country Team Livelihoods Project for 
the Jordan Valley.

The Qaddafi International Charity 
& Development Foundation

The Qaddafi International Charity & Development 
Foundation has confirmed that the MD will receive 
USD 600,000 to finance agricultural loans in Gaza for 
rural development.

For further information about MD, or any of 
the items in the MD Newsletter, please feel 
free to contact us at:

Design & Production:
MD Marketing Unit
T. +972.2.5890740
E. md.outreach-nl@unrwa.org

MD Central Office:
P.O.Box 19149, Sheikh Jarrah, Jerusalem
T. +972.2.5890221
F. +972.2.5890230
E. md.mu@unrwa.org
W. www.unrwa.org

MicrofinanceLinks
The following links provide important tools, 
resources, and information for staff to 
develop their knowledge and capacity.

 Arabic - Microfinance Gateway

 CGAP: Consultative Group To Assist The 

Poor

 Microfinance Gateway

 Sanabel - Microfinance Network Of Arab 

Countries

 The Small Enterprise Education And 

Promotion (SEEP) Network

 The SPM Network

 The Palestinian Network (Sharakeh)

 Planet Rating

 Mix Market [Mix Market UNRWA MD]


