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1.  Project Data
Name: GAZA INDUSTRIAL EST. L/C/TF Number: TF-26048; TF-26089

Country/Department: WEST BANK AND GAZA Region: Middle East and North 
Africa Region
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2. Principal Performance Ratings

(HS=Highly Satisfactory, S=Satisfactory, U=Unsatisfactory, HL=Highly Likely, L=Likely, UN=Unlikely, HUN=Highly Unlikely, 
HU=Highly Unsatisfactory, H=High, SU=Substantial, M=Modest, N=Negligible)

Outcome: U

Sustainability: UN

Institutional Development Impact: SU

Bank Performance: S

Borrower Performance: S

QAG (if available) ICR
Quality at Entry: S S

Project at Risk at Any Time: Yes



3.  Assessment of Development Objective and Design, and of Quality at Entry

3.1 Original Objective:
The Gaza Industrial Estate Project (GIE) was presented to the Board in January 1998 and became effective 
in April 1998. It built on the foundation of earlier successful Bank-supported infrastructure projects in the 
West Bank and Gaza (WBG). It was the first Bank initiative in WBG to focus directly on private-sector, 
export-led economic development, public-private partnership, and productive long-term job creation.  

The Palestinian Authority (PA) planned a program of nine industrial estates.  This project, which 
established the first Palestinian Industrial Estate at the site of the Al Montar/Karni border crossing in Gaza, 
was undertaken as a pilot project prior to large-scale development of industrial estates in WBG.  The risks 
were clearly very high given that the project's success was dependent on the political environment and even 
more importantly on Israeli policies on movement of people of goods in and out of the export-oriented GIE.

Specific Objectives: The stated development objectives were to:

1. Increase direct and indirect employment in Gaza  
2. Contribute to Gaza's GDP
3. Create conditions conducive to private sector industrial investment in Gaza
4. Provide appropriate physical infrastructure for industrial activity in Gaza. 

Progress was to be measured by the following indicators: (a) the number of jobs created at the GIE; (b) 
value-added generated at the GIE; (c) value of private investment by tenants at the GIE; and (d) the amount 
of space occupied at the GIE.

1
 

The DOs were clear and appropriate to the development needs in Gaza with its high unemployment and 

poverty rates and its lack of industrial development.
2  

The objectives were also highly responsive to the PA's 
own development priorities which were to create investment and jobs through the development of nine 
estates in WBG of which the GIE was to be the first. The objectives were also in line with the Bank’s 
overall strategy for WBG (see "Replenishing the Trust Fund for WBG", R96-25, December 2, 1996) in 
terms of employment creation and in terms of developing an environment more conducive to private sector 
led activity. Furthermore, the partnership with the private sector developer at the GIE was precisely what 
the Bank had been emphasizing as appropriate for longer-term economic development.  The GIE was 
planned around a private-public partnership with the Government providing land, off-site infrastructure and 
an investor-friendly regulatory framework.  The private developer of the estate (PIECO) would develop the 
site itself, provide services/utilities to the tenants, and market the GIE domestically and internationally. 

3.2 Revised Objective:
The project objectives were never revised.

3.3 Original Components:
The project comprised the following main components:

(i) Off-site Infrastructure (US$9.7 million, 23.3 percent of total project costs): the construction of 
facilities to enable Palestinian utilities and agencies to provide necessary services to the GIE 
including water, waste water, sewage and storm water disposal, electric power, and access roads. 

(ii) Land (US$23.5 million, 27.8 percent of total project costs):leasing of the land used for the site 
and for the installation of off-site infrastructure.
(iii) Site Development (US$39.0 million, 46.2 percent of total project costs): development of the GIE 

- 2 -



site, including standard factory buildings, open lots, administration building and on-site distribution of 
infrastructure and services. 
(iv) Technical Assistance (US$2.3 million, 2.7 percent of total project costs): start-up costs and 

technical assistance, including project management for the Palestinian Industrial Estates and Free 
Zones Authority (PIEFZA); environmental monitoring equipment; equipment for PIEFZA and the 
Ministry of Industry; technical assistance and training for the Palestinian Environmental Quality 
Authority (EQA); technical assistance, training and studies for the Ministry of Industry, including 
studies for other industrial estates and, as required, for the enabling environment. 

The total project cost was originally estimated at US$ 84.5 million. The Bank-supported components (US$ 
10 million) represented about 12 percent of total project costs. The Bank investments focused on off-site 
infrastructure, capacity building, and project management. A breakdown of project cost by component and 
procurement category is presented in Annex 2; a brief summary is presented in Table 1 below.

The choice of project components was appropriate and supported the broad objectives.  The PA agreed to 
provide the land on a long-term leasehold basis to a reputable group of Palestinian private investors. The 
private investors established a company (the Palestine Industrial Estates Development Company 
(PIEDCO)) for the purpose of developing and managing the estate. In addition, the investors mobilized 
equity and loan financing for on-site infrastructure and buildings. A number of other donors including 
USAID, the European Investment Bank (EIB), the International Finance Corporation (IFC), and the 
Multilateral Investment Guarantee Agency (MIGA) provided support to the investors and the PA in a 

number of specialized areas.
3
   

In view of the Bank’s considerable experience in WBG
4
 and internationally, the PA turned to the Bank for 

assistance in building the institutional framework and capacity to efficiently manage and sustain the GIE as 
part of the larger territory-wide industrial estate development program and to help finance the off-site 
infrastructure. Moreover, the PA, PIEDCO and the other GIE donors looked to the Bank’s involvement to 
provide credibility and stability to what was recognized as an innovative, high-risk pilot project.   
Therefore, the Bank's role at the GIE was larger than its 12% financing stake implies.

3.4 Revised Components:
The main project components were not revised during implementation.  However, there were a number of 
changes to the scope and allocation of financing in response to the changing circumstances. The most 
significant changes were decisions by the Bank supervision team to: i) reallocate funds in order to provide 
support for the construction of an office building for PIEFZA in late 2000 and ii) to amend the Credit 

Agreement
5
 to enable the introduction of a new US$1.0 million Emergency Damage Repair and Services 

Support component in December 2002.  The construction of the office building was not in the original 
plans, but was approved by the Bank during supervision.  This construction could not be considered 
off-site infrastructure, but was likely approved in order to provide a separate facility for PIEFZA, away 
from the Ministry of National Economy.  This presumably was intended to help underscore  PIEFZA’s 
development as an independent regulator separate from the Ministry.  The latter modification was granted 
to help the PA, Gaza municipalities and PIEFZA cope with the negative impact of ongoing military actions 
in Gaza by repairing damage and creating desperately needed (short-term) employment.  

The Bank also agreed to extend the project closing date by a year from June 2004 to June 2005 primarily to 
allow for the completion of essential works that had been delayed for two years because of military 
operations along the border.  These operations meant that contractors would risk being shot if they tried to 
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enter the  construction site.  However, because the unfinished infrastructure included the completion of a 
storm water basin to prevent the GIE from flooding surrounding farms and communities during the rainy 
season, it was agreed to postpone closing the project for one year to provide additional time for a solution 
to be found.  This delay proved to be worthwhile since an agreement was reached with the Israeli Defense 
Force in early 2005 which allowed the storm basin to be completed. 

Separately, the private sector developer also significantly scaled down the scope of the Site Development 
because of the dramatic reduction in demand and other operating difficulties experienced after the start of 
the Intifada and the cycle of violence and closure beginning in September 2000.

The original and revised costs are summarized in Table 1 and in Annex 2.  Some 60% of the overall budget 
was expended, and about 70 percent of the US$10 million Bank credit was disbursed.

Table 1:  Original and Revised Project Components, Costs and Output Rating

Project Component Appraisa
l

Estimate 
Total 

Bank 
Share of 

Total 

Actual/ 
Latest*
Total

Actual/ 
Latest*
(Bank

)

Apprais
al

(Bank)

Latest/ 
Apprais

al 
(Bank)

Latest / 
Appraisal
(Bank) 

Output 
Rating

(Bank)

(US$m) (US$m) (US$m) (US$m) (% Total) (% 
Total)

(% 
comp) 

(% 
comp) 

1. Off-site 
Infrastructure

19.7 8.6 11.3 5.0 86% 70% 58% S

2. Land 23.5 - 23.5 - - - - -
3. Site Development 39.0 - 16.0 -
4. Technical 
Assistance 

2.3 1.4 1.4 0..9 14% 13% 66% MS

5. Emergency Damage 
Repairs & Services 
Support

- - 1.2 1.2 - 17% na S

Total (Overall) 84.5 10.0 53.5 7.2 100% 100% 72% S
Totals may not add exactly due to rounding. * Totals as of end September 2005. .Rating Key: HS=Highly Satisfactory, 
S=Satisfactory, MS=Moderately Satisfactory, MU=Moderately Unsatisfactory, U--Unsatisfactory, HU=Highly Unsatisfactory.

3.5 Quality at Entry:
Quality was not formally reviewed through QAE at appraisal. However, the project is rated as satisfactory 
(S) on four out of five criteria and S overall.  

i. Consistency with Country Strategy: The GIE’s development objectives were wholly consistent with and 
supportive of the December 1996 CAS. Specifically, the GIE was designed to foster private sector-led 
export growth and economic development, and to create urgently needed productive employment in Gaza. 

ii. Participation and Dialogue during Preparation: GIE was designed in close consultation with the 
Ministry of Industry (now known as the Ministry of National Economy), the Palestinian business 
community and key donors—particularly USAID and IFC. It was also designed in close consultation with 
Israeli authorities, and with members of the Israeli business community who were interested in obtaining 
access to relatively low cost, and highly productive, Palestinian labor.  Interestingly, the Israeli authorities 
also saw the development of the Palestinian industrial estates as a way of reducing the need for Palestinian 
workers to physically enter Israel — thereby lowering what some saw as a potential security threat. Thus, 
Israel foresaw both commercial as well as security payoffs in the Palestinian industrial estate program.  
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Unfortunately, Israel’s later closure regime in reaction to the Palestinian Intifada meant that neither benefit 
was realized by either Israeli nor Palestinian interests. 

Project Design: GIE had a long gestation period, and the standard design issues were adequately addressed 
at appraisal.  These included formulation of the basic strategy, preparation of the detailed on- and off-site 
infrastructure designs, and securing the land for the estate from the Palestinian private sector.  All were 
well handled. Private developers, supported by IFC, undertook to finance, develop and manage the site, as 
well as to promote business development and operate and manage the on-site infrastructure. Significant 
support was obtained from USAID in terms of support to the private sector and in trying to negotiate 
security, transportation and customs arrangements with the Government of Israel. USAID also provided 
financing for the on-site water supply. These tasks were generally well handled. 

There was, however, one issue that remained unresolved and which ultimately determined the fate of the 
project -- that is, firm guarantees were never obtained from the Israeli authorities who had absolute control 
over entry and exit to the GIE (and to Gaza as a whole).  Without these guarantees, there was no assurance 
of uninterrupted access of people and goods to the GIE.  At the time of appraisal and project effectiveness, 
it was recognized by all parties -- not least the Bank  team -- that without such guarantees of continued 
movement for goods and people, the project would be vulnerable to a high degree of risk and potential 
failure. If GIE businesses did not have the efficient and predictable movement of raw materials and other 
essential inputs, and assurance that  finished goods could move reliably out of the GIE and to markets in 
Israel and beyond, it would be extremely unlikely that the GIE businesses would realize commercial 
success.  Despite considerable efforts by the Bank and USAID staff at both working and higher levels -- 
including the discussion of memoranda of understanding and the establishment of coordinating committees 
and problem-solving mechanisms -- Israel's civil and military authorities refused to provide guarantees of 
access to and from the GIE. There is evidence that GoI verbally agreed to build the necessary customs and 
logistic facilities and to generally facilitate the operation of the estate and the movement of business people.  
But nothing was put in writing. In addition, GoI eschewed the use of then available modern container 
scanning devices and established a very intrusive and time-consuming inspection regime — the now 
infamous "back-to-back" exchange of goods through small doorways in an enormous concrete dividing wall 

which has become the key bottleneck for Gazan trade.
6
  

It does not seem that the Bank could have done more to secure these guarantees.  Moreover, given the 
events of the past five years, and GoI's reaction to what it perceives as security threats, it is not clear 
whether any such guarantee would have been honored even if it had been obtained.  Therefore, the choice to 
go forward with the project without these guarantees does not appear to be a short-coming of project 
design, but rather a calculated risk taken by Bank management in a situation that offered little alternative.   

Although less important, the other design issue related to the fact that the Bank-supported components had 
no direct bearing on achieving the development objectives. The Bank’s components focused primarily on 
ensuring the provision of essential off-site infrastructure, while the DOs were related to job creation and 
private investment which would be attained only if the GIE was able to attract tenants and investment.  
While these DOs were appropriate in assessing the overall success of the industrial estate as a whole,  there 
was a shortage of indicators related to the success/failure of Bank-financed components. This seems to 
have contributed to some confusion during implementation in assessing progress towards achieving the 
project objectives.  

iii. Project Risk Evaluation: The main risks were accurately identified at appraisal. Two risks were 
identified as substantial and related to the political environment and concerns about ensuring continual 
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access of people and goods to the GIE.
7 

 Although these risks were identified, there was little that the Bank 
could practically do to mitigate against them.   As with all investments in WBG, political instability was an 
omnipresent risk and a basic condition of doing business in a conflict country. In terms of the closure risk, 
because no written commitment could be extracted from GoI, it was hoped that the participation of donors, 
international investors and the self-interests of Israeli investors would put pressure on GoI authorities to 
allow GIE-related businesses to function without interruption. Furthermore, it was hoped that a successful 
experience with GIE operations would build mutual confidence among Israelis and Palestinians over time, 
and that this confidence that would help protect the GIE and other future industrial estates from disruption 
in difficult times. In fact, this hope proved to be misplaced, although to be fair to the appraisal team, it is 
important to note that such optimism was widely shared among Palestinians and the donor community at 
the time (and the current US sponsored Roadmap continues to put faith in such “confidence building 
measures”). Moreover, few foresaw the cycle of violence and closure that would impact the operations of 
the GIE so thoroughly after September 2000. 

iv. Preparedness for Implementation: The project was reasonably well prepared for implementation 
(except of course with respect to the movement guarantee issue discussed above).  Activities were 
programmed in conformity with industrial estate development phasing, and implementation of most of the 
contracts began on or close to the planned schedule. 

4.  Achievement of Objective and Outputs

4.1  Outcome/achievement of objective:

One cannot realistically assess the achievements of this project without considering carefully the 
environment in which it had to operate. While the Intifada impacted nearly all operations in WBG during 
the period, the violence and closure were particularly targeted at the GIE and therefore disastrous for the 

success of the project.
8 

 At its worst, the GIE site was physically attacked by mortars and shooting, and 
suffered several military incursions including by tanks and other heavy military machinery which damaged 
buildings, roads and other site infrastructure.  Otherwise, the GIE suffered along with all other businesses 
when Gaza, and the Karni border crossing that serves the GIE and the rest of Gazan trade, were closed for 
sustained and unpredictable periods.  The efficient importation of raw materials and the export of finished 
goods, business travel across the Gaza-Israel border and reliable and efficient conduct of trade which is 
essential for attracting investors and running export businesses – that is, the raison d’etre of the GIE -- 
became ultimately impossible. Unsurprisingly, as manufacturers suffered major delays in the movement of 
goods in and out of the estate, as their costs increased and they lost customers when they were able to 
deliver finished goods on time and undamaged, their businesses collapsed.  This forced many GIE tenants 
to close up.  Those few that survived curtailed employment and postponed investment. The developer 
(PIEDCO) sensibly reduced the scope of on-site development as the prospect of new tenants disappeared.  
All DO objectives -- which depended on the success of  GIE businesses to create employment -- were 
therefore missed by wide margins. While there were some managerial shortcomings, these did not lead to 
the failure of the project to meet its objectives.  Rather, the GIE failed because of the breakdown in the 
peace process and closure policy.  There was no way to insulate the GIE from these overwhelmingly 
negative impacts. (Supporting data are summarized in Table 2 and presented in more detail in Annex 1.) 

Achievement of Objectives: Individual and Overall Rating: U

Objective 1.  Increase direct and indirect employment in Gaza:
It was estimated that 6,000 new jobs would be created at GIE by mid-term, and 16,000 by end of project.  
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According to PIEFZA, direct employment at GIE stood at about 500 at mid-term (February 2001)
9
  and at 

about 1,060 at closing (end June 2005). The overall project target for indirect job creation was 30,000, but 

it is estimated that only about 1,600 were actually created at project closing.
10 

 However, it is likely that 
even these poor results overstate the case,as employers routinely reduced the number of workers and days 
worked in response to the opening and closing of the border.  Therefore, while a business may report  50 
employees on its books, on many days, far fewer were actually working and earning a wage.  It is 
estimated, therefore, that the number of full-time equivalent jobs was only about 50-60% of the reported 
totals. 

Objective 2. Contribute to Gaza's GDP: 
It was estimated that the GIE would contribute US$ 14.4 million to the Palestinian economy by mid-term 
(using wages as a proxy), and US$38.4 million by the end of project.. According to data from PIEFZA, the 
direct value added was about US$ 4.3 million at mid-term (end December 2000), and at about US$4.4 
million at closing (end June 2005, but estimated for the entire 2005 calendar year). 

Objective 3. Create conditions conducive to industrial investment in Gaza:
It was estimated that the value of investments by tenants would be US$100 million by mid-term, and 
US$180 million by the end of the project. According to PIEFZA, the total investment planned by tenants at 
GIE stood at about US$ 20-22 million at mid-term, and at about US$22.5 million at closing.  It is likely 
that these figures overstate the case.  The actual on-site investment made by tenants is not precisely known, 
but PIEFZA believes it to could be less than half of the planned amounts.

Objective 4.  Create conditions conducive to industrial investment in Gaza:
It was estimated that 165,000 m2 of space would be occupied at GIE by mid-term, and 264,000 m2 by the 
end of the project. Reliable data at mid-term are not available. However, at closing, the space occupied at 
GIE stood at about at 27,000 m2 according to PIEFZA data. 

Table 2 Summary of Achievement of Objectives

Indicator Period Target Actual Actual as 
Percent of 

Target

Objectives 
Rating

1. Number of jobs created at 
GIE 

mid-term (1) 6,000 500 8% U

end project (2) 16,000 1,060 7% U

2. Value-added at GIE taking 
wages as proxy (US$m)  

mid-term 14.4 4.3 3 30% U

end project 38.4 4.44 11% U

3. Value of private industrial 
investment by GIE tenants 
(US$m cumulative)

mid-term 100 20-22 20-22% U

end project 200 22.5 11% U

4.  Amount of space occupied 
at GIE  ('000  sq. m.)

mid-term 165 24 15% U

end project 264 32 12% U
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1 Mid term data: Dec 2001 (actual review mission in Feb 2001); 2 End project data : June 2005 ;  3 Direct wages cumulative to 
end Dec 2001; 4 Direct wages cumulative to end June 2005.
 

As shown in the tables and graphs in Annex 1-C, the static data presented above masks a more complex 
pattern of events. After a somewhat slow start, significant progress began to be made from April to 
September 2000. At the quarter ending September 2000, direct employment stood at about 1200, direct 
wages at about US$0.49 million, and 28 businesses were operating. In the following quarter, progress 
slowed sharply. Employment and wages fell by more than 50%, to about 500 persons and US$0.28 million 
respectively; and the number of businesses operating fell by more than 40 percent, from 28 to 16.  By the 
end of the subsequent quarter (March 2001—just after the mid-term assessment) these indicators recovered 
somewhat and then stabilized within a relatively narrow band until about March 2004. Since then, they 
have risen somewhat, but never regained the levels reached prior to September 2000.  

The pattern of physical development was somewhat different. By June 1999, the first phase of the site 
infrastructure was in place, and by June 2001 all site infrastructure had been completed. Factory 
construction followed accordingly. Considerable progress was made between June and December 2000, 
with the occupied area increasing from about 2,000 m2 to about 24,000 m2. This performance was below 
target, but seemed to be improving rapidly. Performance slowed after December 2000 in response to 
sharply declining tenant demand. Thereafter, PIEDCO curtailed construction of its planned Phase 2 and 
decided not to proceed with Phase 3 until the situation warranted. The situation improved somewhat after 
June 2004, but at the end of June 2005 (closing), factory occupancy was only about 32,000 m2, or some 
12 percent of the target. 

4.2  Outputs by components:
Achievement of Outputs: Overall Rating: S
The Project’s Performance Indicators and Log Frame at appraisal did not refer specifically to the 
components financed by the Bank.

11
  This section briefly summarizes the outputs specified, as well as the 

outputs of key Bank-supported components. Additional information is presented in Annexes 1-A and 1-B.

Outputs Specified at Appraisal. Rating: S

(i) Serviced industrial land at GIE: It was expected that 75 percent of the site would be serviced at 
mid-term and 100 percent at the end of the project. Only about 32 percent of the target was achieved at 
mid-term, but the target was fully achieved by the end of the project. 

(ii) Legal and regulatory framework, corresponding institutions: The necessary enabling framework 
was established by the PA through the passage of laws in 1998 permitting the establishment of 
export-oriented industrial estates and the formation of PIEFZA.  This enabling legislation was quite good, 
but could never be used to much advantage given the prevailing business environment. Moreover, PIEFZA 
did not operate as an autonomous regulatory body as originally envisaged until May 2002 While PIEFZA 
had a Board as required, its staff remained part of the Ministry and it never had its own resources and 
budget. While PIEFZA has performed relatively well given the extremely difficult and often dangerous 
conditions, it would need significant additional support if it were to be able to effectively regulate a major 
industrial estate development program with multiple sites.  Staffing needs to be strengthened and upgraded, 
but given that large scale expansion is not likely in the short-term,  PIEFZA’s current structure is not likely 
to have a noticeable negative effects. 
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Bank-Supported Components (output indicators not specified at Appraisal) Rating: S  

Off-site Infrastructure.
Water supply: Wells have been drilled and equipped as planned (with assistance from USAID), and the 
current supply of brackish and potable water is now more than adequate for the level of demand. Moreover, 
the brine discharge pipe was built largely as planned. 

Waste water and sewage disposal (including O&M contract): The system was not built, and thus the 
planned O&M contract was not executed. However, a feasible and practical alternative solution was 
developed that involved linking into the existing municipal system. This is working well, and appears to be 
adequate for the present load (and up to about 25% occupancy at GIE). Environmental problems have not 
surfaced partly because the existing GIE industries are largely non-polluting and adequate screening 
mechanisms are currently in place.  

Storm water: The system was completed at the end of the project after major delays due to military actions 
at the site that endangered the safety of the contractors.  The planned pipeline to Wadi Gaza was not 
constructed—since unlike the basin itself, arrangements could not be worked out with the Israeli military 
for safely accessing the construction area.  Nevertheless, the current system is deemed adequate for the 
current level of development at GIE.

Power supply and stand-by: The current system appears to be adequate although it was not implemented as 
originally planned. After some delay, the two planned service lines were installed along with the necessary 
switch gear. However, the system has not been not fully separated from the general Gaza Municipality 
network. Thus, GIE is not fully protected from general supply problems that plague the rest of the Gaza 
Strip. Nevertheless, the service seems to be considerably more reliable than that in the rest of the Gaza.

Access road/Road upgrading: The access road to the estate was improved as planned. It is functioning 
effectively, but had to be repaired after it suffered damage by the Israeli military. It was originally 
envisaged that this road would help separate GIE traffic from the general Gaza commercial traffic to and 
from the Karni crossing. This plan was blocked by Israeli authorities who have insisted on the joint use of 
the road by all Israel-bound commercial traffic. This has caused significant delays in GIE access to the 
border crossing point and deprived the GIE of one of its main marketing mechanisms -- that is better access 
to and service at the border crossing. 

Technical Assistance.
PIEFZA: PIEFZA received considerable training support through USAID along with basic operating 
systems and an environmental testing laboratory on site. However, PIEFZA’s organization and staffing 
need strengthening. In particular, the staff lack the specialized technical and business experience required to 
efficiently promote and regulate industrial estates. Further, PIEFZA’s role appears sometimes to overlap 
with that of PIEDCO and, as noted, its regulatory authority does not appear to be effectively exercised. 

EQA: Considerable environmental screening capacity appears to have been built up through training, 
systems development and the provision of equipment. However its equipment does not appear to be fully 
deployed given the limited demand, and its monitoring, regulatory and enforcement capacity has yet to be 
fully tested.

Emergency Damage Repairs & Services Support.
These are components that were not envisaged at appraisal, but were requested by PIEFZA and approved 
by the Bank supervision team.
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PIEFZA Building: Support for the construction of an administration building was requested, and this 
request was supported by the Bank supervision team. The building has been constructed and is now 
partially occupied by PIEFZA. It suffered minor damage that has since been repaired.

Damage Repair and Services Support:  A number of repairs were effected to damaged infrastructure 
(mainly roads), and support was provided to the Gaza Municipality to upgrade their solid waste equipment 
fleet and to improve collection and disposal services.

4.3  Net Present Value/Economic rate of return:
The project document quantified economic benefits as contributions to GDP from direct and indirect 
employment measured in terms of  wages. The Bank’s analysis of the project during preparation projected 
that 20,000 new jobs would be created at the GIE, based on the likely industrial mix, the proposed phased 
development and marketing approach of PIEDCO, and the global experience with similar industrial 
estates.  The analysis used a 1.5 multiplier to estimate indirect employment creation in Gaza, outside of 
the estate. Additional benefits such as expected increases in private investment outside of the GIE, 
increased exports and enhanced skills were indicated, but not quantified. All project costs, i.e., cost of the 
land, the costs of providing off-site infrastructure, and the site development costs were included in the 
(internal) Economic Rate of Return (ERR) which was estimated at 15.5 % over 20 years. The Net Present 
Value (NPV) was calculated at US$94.1 million with an opportunity cost of capital of 10%. 

These results were not achieved. The ERR was calculated using data provided by PIEFA on job creation 
and investment at the GIE,  but adjusted as a result of information gathered during the ICR process.  These 
adjustments reflected the fact that the number of employees over-stated the actual results since employees 
worked significantly less than full-time in response to the opening/closing of the border and the level of 
violence at the GIE site itself.  Therefore, although a firm may list 50 employees, only about 50% of these 
employees were working at any given time.  Therefore, in calculating the ERR at closing, the number of 
jobs was adjusted down.  Similar adjustments needed to be made in the investment figures since actual 
investment undertaken by firms was significantly reduced from planned levels in response to the prevailing 
situation. 

At closing, it is estimated that the ERR is some 2.6%over 20 years.  The NPV is a negative US$22.4 
million. Although the ERR is slightly positive, it is well below the opportunity cost of capital of 10% 
(explaining the negative Net Present Value). The project must therefore be judged as economically unviable 
if the prevailing conditions continue.  

4.4  Financial rate of return:
The financial rate of return (FRR) calculated at appraisal was 14.5% (for the GIE site developer). It was 
based on cost recovery at full (90%) site occupancy including a monthly tenant fee per m2 of leased space 
to cover indirect operating costs, as well as unitary consumption charges on services used.  Available 
revenue data was insufficient to complete a full financial analysis of the project.  If we base our analysis 
on the information provided, however, (total revenues, total operating expenses, and net operating income 
from 1998-2007), the financial cash flow indicate that the project had substantial financial losses and a 
negative NPV of  some $4.5 million.

4.5  Institutional development impact:
Rating: SU
While key development objectives were not met, GIE institutional impact was substantial.  At least three 
important impacts may be cited.
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(i) Establishment of a Legal Framework: By supporting the law governing the establishment of  
export-oriented industrial estates and the establishment of PIEFZA, the project helped create an 
enabling environment for private sector development. 

(ii) Establishment of an Appropriate Development Model: By supporting the public-private 
partnership in developing the GIE and in the provision of appropriate infrastructure, the project 
helped establish and operationalize a workable model for Palestinian industrial development and 
employment creation. This sets a very important precedent in WBG, and shows, considerable 
promise for the future if constraints on access and mobility can be overcome. 

(iii) Private Sector Learning & Capacity Building: There has been considerable private sector learning 
and capacity building, and this should pay dividends in the future: 

PIEDCO, which was supported by an IFC equity investment and loan
12
 demonstrated the ability to l

establish an effective organization, mobilize funds, undertake fairly complex development and 
managerial tasks, and promote much needed investment in WBG. This adds considerably to 
Palestinian self-confidence, and the capacity built can be easily deployed in other areas.  
Individual tenant-entrepreneurs demonstrated that they too can establish effective organizations, l
find suitable and remunerative markets, deploy complex technologies, productively employ local 
workers and produce to world standards in a number of economically important sectors.

5. Major Factors Affecting Implementation and Outcome

5.1 Factors outside the control of government or implementing agency:
As discussed throughout this report, the major factor outside of the control of the PA, and the decisive 
negative factor, was the political uncertainty and the cycle of violence and closure that began with the 
Intifada in September 2000.

5.2 Factors generally subject to government control:
The key factors that were under PA control were the provision of land on reasonable terms and the 
enactment of supporting legislation. This was managed effectively. Although the Government established 
PIEFZA as an autonomous agency in 2002, it was not able to function as an independent promotional and 
regulatory organization and staff remained employees of the government. As noted earlier, however, given 
that there is only a single industrial estate, rather than nine, this has not had a significantly negative impact. 

5.3 Factors generally subject to implementing agency control:
PIEFZA itself seems to have made significant efforts to build its capacity and to deliver services under very 
difficult circumstances, but was handicapped by the lack of a clear policy guidance from the Government 
and inadequate financial and institutional support or independence. PIEFZA also expressed the view that 
the Bank might have done more to ensure that its governance structure and functions developed as planned. 

5.4 Costs and financing:
The total estimated project cost at appraisal was US$84.5 million. The Bank's share was US$10 million. 
Total project expenditure at closing was about US$53.5 million, with Bank financed expenditures of about 
US$7.2 million (see Table 1 above and Annex 2 for details). As explained above,  PIEDCO delayed 
investment because of the lack of demand and the bad operating environment.  PIEFZA also reduced 
planned development. Donors (including the Bank, IFC and USAID) lived up to their commitments. The 
EIB withdrew support due to problems with the PA that were unrelated to GIE, but this lack of financing 
did not have a significant impact on the project. The shortfall was largely made up by other donors, by cost 
saving on some components, and by the overall reduction in scope of the project.
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6.  Sustainability

6.1 Rationale for sustainability rating:
Rating: Unlikely (UN)

6.1 Rationale for sustainability rating:
GIE's sustainability depends on its ability to attract investors, particularly exporter-oriented industries and 
foreign businesses, that create productive jobs using local labor.  This, in turn, depends partly on GIE 
being able to provide good business, regulatory and infrastructure services, as well as predictable and 
efficient movement of people and goods.  The first is of little use without the latter.  These conditions were 
not fully met prior to the start of the Intifada, but to some extent, the tenants and PIEDCO found ways to 
cope with the limitations. After the Intifada began and the GIE was beset by violence and closure, ad-hoc 
coping mechanisms were no longer enough and the GIE was unable to retain nor attract new businesses. 

Nevertheless, it would be premature to write the GIE’s obituary. At appraisal it was noted that, despite the 
risks involved in pursuing the project, there were no better options for promoting export-led development of 
the Palestinian economy.  As of now, few new or better ideas have emerged. On the contrary, in response to 
Israel’s recent withdrawal from Gaza, the Bank and other donors have redoubled their efforts to persuade 
the Israeli authorities to seriously address the issue of efficient and predictable access for Palestinian 

imports and exports in order to reactive private-sector led growth including through the industrial estates.
13

  
With a small domestic market, little land and almost no natural resources, developing exports will be 
critical for economic revival.   The experience of the GIE provides valuable insights into the possibilities as 
well as the challenges ahead.

6.2 Transition arrangement to regular operations:
The GIE is currently operating without donor support, except to the extent that the PA receives 
considerable donor financing for its budget (through which PIEFZA staff are paid). 

7. Bank and Borrower Performance

Bank
7.1 Lending:
Rating: S
The project was generally well designed and prepared.  As noted elsewhere, the Bank failed to obtain Israeli 
guarantees regarding the movement of people and goods in and out of the GIE, but this was well beyond the 
control of the project team.  Moreover, even if such a guarantee existed, its not at all certain whether it 
would have been honored in the environment of violence, terrorism and closure that subsequently engulfed 
Israel and WBG.  There were some difficulties in terms of the somewhat tenuous link between project 
development objectives and the specific Bank-supported components. While the DOs were appropriate in 
terms of judging the success of the GIE, none of the these objectives(i.e. employment creation, private 
investment, and space-occupied) were directly responsive to the output of Bank financed components.  
Furthermore,  the criteria for the achievement of the objectives and outputs with respect to the components 
that the Bank was actually supporting (off-site infrastructure and technical assistance) were not clearly 
specified. 

7.2 Supervision:
Rating: S
Supervision was severely hampered by the security situation and the Bank team’s difficulty in obtaining 
regular and safe access to Gaza. A number of supervision missions were cancelled, often when the team 
itself had already arrived in the West Bank.  Nevertheless, the Bank team continued to show considerable 
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dedication, and supervised the project by VC, phone and email and through many attempts to enter Gaza.  
They also made heavy use of the local Bank team in Gaza who admirably filled the breach.  As a result, the 
supervision team managed to maintain close links with the borrower and PIEFZA and ensured the 
completion of most of the infrastructure components under very trying circumstances. 

There were, however, some short-comings. First, despite raising the issue many times, the Bank team was 
unable to persuade the Ministry to establish PIEFZA on a more independent basis as envisioned at 
appraisal.  Second, the team did not have in place a strong relationship with Israeli authorities that would 
have enabled it to provide some relief to PIEFZA during trying times.  Admittedly, this was an extremely 
difficult (perhaps impossible) task although there was a notable exception to this was when a deal was 
brokered by the Bank to allow the completion of the Storm Water Basin towards the very end of the 
project. Finally, the team was overly optimistic for most of the project life with respect to the likelihood of 
the project to meet development objectives.  The team continued to report progress until June 2004, long 
after it was clear from the indicators that these objectives could not possibly be met (see June 2004 PSR for 
example).  Given the difficulties encountered and overcome by the supervision team, however, the overall 
performance is viewed as satisfactory.

7.3 Overall Bank performance:
Rating: S
Bearing in mind the findings above, the overall performance was satisfactory. 

Borrower
7.4 Preparation:
Rating: S
The PA participated keenly, and was strongly committed to the project at appraisal. This was evidenced by 
their commitment to provide land to the developers on reasonable terms, and their actions to prepare and 
enact the necessary laws establishing industrial estates and PIEFZA. It was also evidenced by their 
commitment of the time and inputs of very senior PA officials (minister and deputy ministers), and to the 
pressure brought to bear on donors to provide financial and technical support.

7.5 Government implementation performance:
Rating: S
The  PA moved expeditiously to pass the necessary legislation and to establish PIEFZA.  However, it did 
not do all it could have to ensure that PIEFZA was a capable authority as originally intended. 

7.6 Implementing Agency:
Rating: S
PIEFZA, for its part, tried hard and was dedicated to the project, but never had the structure, staffing or 
high-level ministerial support necessary to fulfill its obligations or mandate completely. EQA, for its part,  
worked deliver on its commitments under the project.  It is too early to judge conclusively whether or not it 
has been successful since no difficult enforcement issues have yet to be faced, but there is no negative 
information to the contrary.

7.7 Overall Borrower performance:
Rating: S
On balance, Borrower performance must be adjudged satisfactory. Given the great difficulties experienced 
by the Borrower and its implementing agency after September 2000, and despite some missteps noted 
above, the establishment of GIE and a framework for the development of industrial estates in WBG is a 
considerable achievement.
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8. Lessons Learned

The over-riding lesson from the GIE experience relates to the difficulties of ensuring project success in 
conflict situations.  In the case of the GIE, the project was fundamentally at risk from the start by actions 
that could be taken unilaterally by the Government of Israel.  While all projects in WBG were subject to 
political risks and war-related destruction, the GIE was particularly susceptible since its very success was 
dependent on a well functioning border regime with Israel.  Access guarantees were never obtained, but 
even if they were, it is far from certain whether they would have been enforceable.  Therefore, the Bank and 
the PA had to make a judgement on whether to go forward under the very real possibility of failure. 

In deciding to go forward with the project (the right decision in our view), the Bank might have been more 
forthright, however, by stating more clearly that the project had a high probability of failure under certain 
conditions.  They should have stressed , as well, the pilot nature of the operation which justified the 
considerable risks that were being taken.  Finally, the choice of DO might have been somewhat different at 
the start, putting more emphasis on the institutional aspects and less on the economic outcomes (i.e. job 
creation and contribution to GDP).  While these DOs were appropriate in terms of assessing the overall 
success of the estate, they masked some of the very real accomplishments of the project including the 
formation of a successful public-private partnership and the completion of the physical infrastructure 
despite extraordinarily difficult conditions.  These two outcomes put the GIE on a sounder basis for future 
success even if the project is judged unsatisfactory at closing.  A more forthright acceptance of possible 
failure at the time of project approval and a more nuanced set of development objectives and indicators 
might also have provided the supervision team with more guidance in terms of judging achievements and 
perhaps in moderating the development objectives along the way. 

While not as critical as the points above, the GIE project also suggests that the Bank needs to consider 
more carefully whether a fully independent regulatory authority, rather than a more modest arrangement, is 
needed, particularly in a country with limited capacity. If such an Authority is planned, then the Bank may 
also have to accept an added layer of responsibility during project supervision to ensure that the Authority 
has the ability and the high-level support needed to develop as planned.  

9. Partner Comments

(a) Borrower/implementing agency:

PIEFZA, on behalf of the borrower, provided its own implementation completion report which is attached 
as Annex 8.  It also provided comments to the draft ICR which have been incorporated.  Specifically, it 
was stressed that PIEFZA was established as an autonomous agency as of May 2002.  

The following is a summary of the "lessons learned" from the PIEFZA report: 

(i) The project demonstrated an excellent model of partnership between PIEFZA as a public agency 
and PIEDCO as a private sector developer. This  model can be replicated in future industrial estate 
projects in Palestine.

(ii) Political stability is a precondition for the success of any similar projects.
(iii) To assure the success of similar projects, sound institutional and legal frameworks have to be 
established.
(iv) It was understood from the beginning that cooperation with the Israeli side was essential to have a 

successful project.  Unfortunately, a written protocol was not signed between the PA and the Israeli 
side and accordingly, the GIE tenants were not able to freely export their products, import raw 
materials, and move between Gaza and Israel.
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(v) It is important to evaluate (during the appraisal stage) the capacity of any institution and to suggest 
relevant training courses. 
(vi) The political situation in WBG had a negative impact on the investment volume in the GIE.  In 

addition, the projections during the appraisal stage were over-estimated i.e., the number of new 
jobs that could be created was over-stated. 

(vii) The successful cooperation between different financing agencies during project preparation and 
implementation contributed to a successful project.

(b) Cofinanciers:
Not applicable. All cofinancing was done in parallel, and was not closely monitored during implementation.  
However, input was sought from USAID and IFC in preparation of this ICR.

(c) Other partners (NGOs/private sector):
Not applicable.

10. Additional Information

The ICR team visited Gaza on November 17, 2005 when security restrictions were lifted. During the visit, 
the team held direct discussions with a group of six (out of about 20) GIE tenants, representatives of 
PIEFZA and PIEDCO.   These discussions provided an indication that the GIE could succeed in the future 
if and when the political environment and movement regime improved.  Some of these points are useful to 
highlight here: 

Tenants:
i) The tenants are an extremely resilient group who are determined to survive against very difficult 
odds.
ii) Considerable opportunities still exist for further business development, but they are in danger of 

loosing existing partners and markets due to the continued inability to deliver in a predictable way.
iii) They are willing to re-energize their business and expand employment if access and mobility 
improves.
iv) Most current “survivors” depend on support from Israeli partners to move goods and obtain input 

materials. The problem is with the Israeli authorities and not with Israeli business people.
v) They had hoped that PIEDCO and PIEFZA would provide a higher level and quality of service, 

particularly in terms of access and movement since this was one of the driving forces behind their 
decision to locate at the GIE.

vi) Under current conditions, it would, in general, be more economical to locate their businesses 
outside of GIE.

PIEDCO:
i) They are determined to stay the course, and have the financial resources to do so.
ii) They have taken several recent initiatives independent of PIEFZA to try to negotiate access terms 

with Israeli authorities. Despite continued severe problems, there have been some achievements.
iii) They believe the establishment of an effective regulatory authority is both possible and necessary.
iv) Tenants have difficulties paying their bills because of the situation, thus PIEDCO has been lenient 

with rent collection. However, some tenants are exploiting the situation by not paying when they 
can.

v) Despite all the problems, investors are still showing interest in locating at GIE.

PIEFZA:
i) Until recently, the leadership did not have the necessary mandate or the resources from the PA to 
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strengthen the organization. 
ii) The tenants and PIEDCO both wanted PIEFZA to show the leadership and initiative required to 

solve some of the problems with the Israeli authorities.  PIEFZA’s performance did not live up to 
this expectation, although it is not likely that any organization could have made a substantial 
difference.

iii) PIEFZA expects more of PIEDCO particularly in terms of promoting the GIE, and in delivering 
adequate services to tenants.
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Annex 1. Key Performance Indicators/Log Frame Matrix

Narrative Summary Key Performance Indicators Actual 
Achievement

Rating Comments (Actual)

CAS Objective 

1.    Establish a basis for 
sustained medium-term 
growth.

Rate of GDP growth in l

Gaza. 
NA

2.    Create employment, . 
through the delivery of public 
infrastructure, for poverty 
alleviation and increased 
welfare Political 

Level of employment/self- l

employment in Gaza
NA

3.    Develop an environment  
more conducive to private 
sector activity 

Increased level of private l

investment in Gaza 
NA

Project Development 
Objectives

U The impact of violence and closure on the 
existing and potential investors at the 
GIE made the achievement of objectives 
unattainable.

1.    Promote direct and 
indirect employment creation 
in Gaza

Number of jobs created at GIE U

baseline:  0l

mid-term:  6,000l 506 U Estimated total direct employment at end 
of Dec 2000 qtr., incl. PIEFZA and 
PIEDCO staff direct. (Dir & indir=1265.)

end of project: 16,000l 1060 U Estimated total direct employment at end 
of  2005 qtr., incl. PIEFZA and PIEDCO 
staff direct.  (Dir & indir=2653.)

full impact:  20,000l

2.    Contribute to Gaza's GDP Value-added at GIE taking 
wages as proxy

U

baseline:  0l

mid-term:  $14.4ml 4.3 U Estimated total direct wages for calendar 
yr. (cumulative since Jan 2000) incl. 
PIEFZA and PIEDCO staff.  (Dir & 
indir=$8.5m.)

end of project: $38.4ml 4.4 U The end of project data have been derived 
by doubling the estimate (incl. PIEFZA 
and PIECO staff )for the Jan-June  2005 
period.  (Dir & indir=$8.6m.)

full impact:l

$48.0m
3.    Create conditions 
conducive to industrial 
investment in Gaza

Value of private industrial 
investment by GIE tenants 
(cumulative) 

U

baseline:   0l

mid-term:  $100ml 20-22 U Tenants’ planned; actual not available 
but estimated at approx. 40% of planned 
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levels.
end of project: $180ml 22.5 U Tenants’ planned; actual not available 

but estimated at approx. 40% of planned 
levels.

full impact: $200ml

4.    Provide appropriate 
physical infrastructure for 
industrial activity in Gaza

Amount of space occupied at 
GIS  ('000  sq. m.)

U

baseline:  0l

mid-term: 165l 24 U Leased factory space at Dec 00 = 24,000 
m2.

end of project: 264l 32 U Leased factory space at June 05.
full impact: 334 (100%)l

Project Outputs S
1.    Serviced industrial land 
at GIE

Amount (%) of total  planned 
space available at GIE 

S

 baseline:  0l

mid-term: 75%l 32% U 157,000 m2 developed out of a total of 
485,000.

end of project: 100%l 100% S Site infrastructure fully developed.
full impact: 100l

2.    Legal and regulatory 
framework, corresponding 
institutions 

Implementation of l

framework; establishment 
and smooth operation of 
institutions 

Partially 
achieved

S Necessary laws enabling PIEFZA and 
export processing zones passed.  PIEFZA 
functioning , but not established as an 
autonomous regulatory body as originally 
envisaged.  

Annex 1-B.  Key Performance Indicators/Log Frame Matrix, Additional Outputs

Narrative Summary Key Performance 

Indicators
14

Actual 
Achievement

Rating Comments 
(Actual)

1. Off Site 
Infrastructure

S

1.1    Water supply nal Substantially 
achieved

S Wells drilled and equipped as planned, and 
supply of brackish and potable water more than 
adequate for current level of demand. Brine 
discharge pipe to mouth of Wadi Gaza not built. 
Instead, discharge combined with waste water 
and pumped into municipal system. Arrangement 
satisfactory for current level of occupancy at GIE. 
Will need to be reviewed in future if occupancy 
increases significantly.

1.2    Waste-water and sewage 
disposal (including O&M 
contract)

nal Substantially 
achieved

S Contract never signed and system never built. 
Alternative solution found which involves linking 
into existing municipal system. Solution working 
and adequate for present load -- & up to 25% 
occupancy. Environ. issues  do not currently arise 
because existing GIE industries largely 
non-polluting and screening mechanisms in place.  
Additional measures may be needed if situation 
changes.

1.3    Storm-water nal Substantially 
achieved

S System completed after major delay due to 
inability to safely work at the site. Retention 
basin built but arrangements for pumping to Wadi 
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Gaza not completed. System deemed adequate for 
current level of development at GIE.

1.4    Power supply & Stand-by 
power

nal Partially achieved MU Current system inadequate because independent 
arrangements not put in place as planned. Thus 
GIE not fully protected from general supply 
problems of the Strip. Stand-by generator for basic 
infrastructure services in place, but there is no 
stand by for general factory operations.

1.5    Access road/Road 
upgrading

nal Fully achieved S Road constructed and improved as planned.

2. Technical 
Assistance

S

2.1    PIFZA nal S PIFZA received considerable training support 
through USAID, and basic systems have been 
effectively established. However, PIFZA 
organization and staffing need to be reviewed and 
strengthened. 

2.2    Palestinian 
Environmental Authority

nal S Considerable screening capacity appears to have 
been built, but has been no need, to date, to put it 
to the test.

2.3    Ministry of 
Industry/Studies

nal na

Annex 1-C: GIE Employment, Wages and Physical Performance

Figure 1:  No of Direct Workers and Wages (US$’000) by Quarter, 

Dec 99 to June 05
15

 Figure 2:  No of Direct Workers by Category and by  Quarter, 
Dec 99 to June 05

Figure 3:  Businesses Operating, June  99 to June 05 Figure 4:  Factory Space Constructed and Occupied, Dec 99 to 
June 05
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[1]

 All figures and tables in this section are based on data supplied by PIFZA.

Table 1: Direct Employment and Wages 
 
 
Financial 
Year 99 00 01 02 

Quarter Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
Calendar 
Year 99 00 01 02 03 

Qtr Ending Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec

Total Jobs  
700 735 1011 1178 506 905 953 887 834 780 864 818 736 734 755 671 665

Skilled           506 433 474 429 435 486 436 385 395 399 375 367

Unskilled           247 360 262 235 193 206 205 175 171 189 135 141

Admin           152 160 151 170 152 172 177 176 168 167 161 157

Wages Paid 
(US$'000/month)                                   
Total Wages 289 303 424 492 213 344 356 349 292 258 285 279 237 280 218 218 257

Skilled           197 171 194 144 138 138 136 106 150 106 117 151
Unskilled           54 90 63 52 26 39 40 35 42 28 21 26
Admin           93 95 92 96 94 108 104 95 88 84 81 79

Wages Paid 
(US$'000/qtr)                                   
Total Wages 0.9 0.9 1.3 1.5 0.6 1.0 1.1 1.0 0.9 0.8 0.9 0.8 0.7 0.8 0.7 0.7 0.8

Skilled           0.6 0.5 0.6 0.4 0.4 0.4 0.4 0.3 0.5 0.3 0.3 0.5

Unskilled           0.2 0.3 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Admin           0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.2 0.2

                                    
Total Wages 
paid(US$m/Cal 
Yr) 0.9       4.3       4.0       3.2       2.9
Total Wages 
paid(US$m/Fin 
Yr)     3.0       4.2       3.6       3.0    
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Table 2:  Direct and Indirect Employment and Wages 
 
 
Financial 
Year 99 00 01 02 

Quarter Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
Calendar 
Year 99 00 01 02 03 

Qtr Ending Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec

Total Jobs  1750 1838 2528 2945 1265 2263 2383 2218 2085 1950 2160 2045 1840 1835 1888 1678 1663

Skilled           1265 1083 1185 1073 1088 1215 1090 963 988 998 938 918

Unskilled           618 900 655 588 483 515 513 438 428 473 338 353

Admin           380 400 378 425 380 430 443 440 420 418 403 393
Wages Paid 
(US$'000/month)                                  

Total Wages 571 599 836 971 421 680 703 688 577 510 563 552 468 553 431 431 507

Skilled           389 338 382 285 273 273 269 210 296 210 230 299

Unskilled           107 177 125 102 51 76 78 70 82 55 41 51

Admin           184 188 181 190 185 214 205 189 174 166 160 157
Wages Paid 
(US$'000/qtr)                                   

Total Wages 1.7 1.8 2.5 2.9 1.3 2.0 2.1 2.1 1.7 1.5 1.7 1.7 1.4 1.7 1.3 1.3 1.5

Skilled           1.2 1.0 1.1 0.9 0.8 0.8 0.8 0.6 0.9 0.6 0.7 0.9

Unskilled           0.3 0.5 0.4 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.1 0.2

Admin           0.6 0.6 0.5 0.6 0.6 0.6 0.6 0.6 0.5 0.5 0.5 0.5

                                    
Total Wages 
paid(US$m/Cal 
Yr) 1.7       8.5       7.9       6.3       5.8
Total Wages 
paid(US$m/Fin 
Yr)     6.0       8.3       7.0       6.0    
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Table 3: Businesses Operating and Closures by Type, December 99 to June 05 
 
Financial Year 98 99 00 02 03 04 05 
Quarter Q4 Q2 Q4 Q1 Q2 Q4 Q2 Q4 Q2 Q4 Q2 Q4 Q2 Q4 
Calendar Year 99 00 01 02 03 04 05 

Qtr Ending Jun Dec Jun Sep Dec Jun Dec Jun Dec Jun Dec Jun Dec Jun 

Total Operating 6 13 25 28 16 19 18 17 18 15 16 15 18 20 
Food and 

Beverage           2 2 2 2 2 2 2 2 2 

Garment 5 9 13 14 8 11 8 10 9 8 7 8 12 12 
Light 

Industrial/Chemical                     1 1 1 1 

Other  1 4 12 14 8 6 8 5 7 5 6 4 3 5 

Total Waiting               7 10 7 2 3 2 7 
Food and 

Beverage                   1         

Garment               5 5 3 1 2 1 2 
Light 

Industrial/Chemical                             

Other                2 5 3 1 1 1 5 

Total Closed         2 4 6 6 6 6 6 11 12 12 
Food and 

Beverage                             

Garment         1 1 2 2 2 2 2 5 5 5 
Light 

Industrial/Chemical                             

Other          1 3 4 4 4 4 4 6 7 7 
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Table 4: Factory Area Developed and Occupied by Phase, December 99 to June 05 
 

Financial Year 99 00 01 02 03 

Quarter   Q2 Q4 Q2 Q4 Q2 Q4 Q2 Q4 Q2 Q4 Q2 

Calendar Year 98 99 00 01 02 03 

Qtr Ending Jun Dec Jun Dec Jun Dec Jun Dec Jun Dec Jun Dec 

Total site area ('000 Sq 
meters or dunnums) 

485 485 485 485 485 485 485 485 485 485 485 485 

Area Fully Developed 
('000 Sq meters or 
Dunnums) 

    157 157 157 157 485 485 485 485 485 485 

Phase I     157 157 157 157 157 157 157 157 157 157 

Phase II (A)             328 328 328 328 328 328 

Phase II (B)                         

Phase III                         

Fact Space Fully Devel 
('000 Sq meters) 

  29 29 29 29 43 43 43 43 43 43 43 

Phase I   29 29 29 29 29 29 29 29 29 29 29 

Phase II (A)           14 14 14 14 14 14 14 

Phase II (B)                         

Phase III                         

Fact Space Occupied 
('000 Sq meters) 

  2 2 24 24 24 19 19 17 17 20 22 

Phase I   2 2 24 24 24 18 18 16 16 17 19 

Phase II (A)             1 1 1 1 3 3 

Phase II (B)                         

Phase III                         

 
Figure 5: Planned Factory Investment by Tenants; On-Site investment by PIECO;  and Off-Site Investment by  PIFZA, December 99

 
Financial Year 01 02 03 04 

Quarter Q2 Q4 Q2 Q4 Q2 Q4 Q2 Q4 

Calendar 00 01 02 03 04
Qtr Ending Dec* Jun Dec Jun Dec Jun Dec Jun 

Investment US$m                 

Tenants 22.5 20.2 19.82 19.92 8.4 8.3 8.3 8.3 

Infrastructure                 

PIEDCO (on site)   15.3 15.6 15.6 16.6 16.6 16.6 16.6 

PIFZA (off site)   8.4 9.5 9.7 10.3 10.8 10.8 11.9 

Total 22.5 43.85 45.0 45.2 35.3 35.6 35.6 36.8 

Total Prvt Investment 22.5 35.49 35.4 35.5 24.9 24.8 24.8 24.8 
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 Annex 1-D:  Disbursement 
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Annex 2. Project Costs and Financing

Table A-2.1: Project Cost by Component as of end Sep 05 (US$ million equivalent) 
Appraisal   Actual*  Actual/Appraisal 

  
Total  Bank Total  Bank Total Bank 

Project Component  

(US$m) (US$m) (%) 

Component 1             

Off Site Infrastructure             
1.  Water supply  5.1 0.5 4.5 0.0 88% 1% 

2.  Wastewater and sewage disposal 
(including O&M contract)  6.5 1.8 1.2 1.2 18% 66% 

3.  Stormwater 0.5   1.4 0.5 272%   
4.  Power supply  5.7 5.6 2.6 2.6 46% 47% 
5.  Stand-by power  0.9   0.9   100%   

6.   Access road/Road upgrading  1.0 0.7 0.7 0.7 73% 104% 

Subtotal  19.7 8.6 11.3 5.0 57% 58% 
Component 2              

Land Lease Value (PA Contribution)  23.5   23.5   100%   
Component 3             
Site Development * 39   16.0   41%   

Component 4              

Technical Assistance             

1. PIFZA  1.5 1.4 0.6 0.6 41% 44% 

2.  Palestinian Environmental Authority  0.3   0.3 0.3 106%   

3.  Ministry of Industry/Studies 0.5   0.5   100%   

Subtotal  2.3 1.4 1.4 0.9 62% 66% 

Component 5             

Em. Damage Repair,  Services Support 
& Other             

1. Gaza Municipality trucks (part "z')     0.4 0.4     

2. Access Rd. Repair (part "z")     0.4 0.4     

3.  PIFZA Building     0.5 0.5     

Subtotal      1.2 1.2     

Total Project Cost  84.5 10 53.5 7.2 63% 72% 
* Data as of end  Sep. 04.       
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 Table A-2.2(a): Project Costs by Procurement Arrangements, Appraisal Estimate (Bank; US$ million equivalent) 
 

Expenditure Category Procurement Method 

  ICB NCB OTHER N.B.F. Total 

1. Works           
Parts A, B & C           

Water supply    0.5  0.2  4.3  5.0  
    (0.5)     (0.5) 
Wastewater  Disposal  6.1  0.5      6.6  
  (1.8)       (1.8) 
Stormwater       0.5  0.5  
            
 Power conection  0.7    1.2    1.9  
  (0.7)   (1.2)   (1.9) 
Stand-by power        0.9  0.9  
            
 Access Road upgrading    1.0      1.0  
    (0.7)     (0.7) 
PIEFZA H.Q Building           
            

Part "z"           
            

Subtotal  6.8  2.0  1.4  5.7  15.9  

Bank Share (2.5) (1.2) (1.2)   (4.9) 
2. Goods           

Parts A, B & C           
Power conection  2.5    1.2    3.7  
  (2.5)   (1.2)   (3.7) 
Office Equipment     0.1    0.1  

      (0.1)   (0.1) 
Part "z"           
            

Subtotal  2.5    1.3    3.8  

Bank Share (2.5)   (1.3)   (3.8) 
3. Services           
Parts A, B & C           

Technical Assistance & Training     1.2    1.2  
      (0.2)   (0.2) 
Part "z"           
            

Subtotal      1.2    1.2  
Bank Share (2.5)   (1.3)   (3.8) 

4. Operating Expenditures     0.1    0.1  
Bank Share     (0.1)   (0.1) 

5. Miscellaneous (PPA)     1.0    1.0  
Bank Share     (1.0)   (1.0) 

Total   9.3  2.0  5.0  5.7  22.0  

Total Bank Share (5.0) (1.2) (3.8)   (10.0) 
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Table A-2.2(b): Latest Project Costs by Procurement Arrangements, as of end September 05 
(Bank; US$ million equivalent)) 

Expenditure Category Procurement Method 

  ICB NCB OTHER N.B.F. 
Total 
cost 

1. Works           
Parts A, B & C           

Water supply        4.50  4.50  
            
Wastewater  Disposal  1.16        1.16  
  (1.16)       (1.16) 
Stormwater   0.38    0.90  1.28  
    (0.4)     (0.4) 
Power conection    0.3  0.1    0.3  
    (0.3) (0.1)   (0.3) 
Stand-by power        0.9  0.9  
            
 Access Road upgrading    0.7      0.7  
    (0.7)     (0.7) 
PIEFZA H.Q Building   0.5      0.5  
    (0.5)     (0.5) 

Part "z"   0.3      0.3  
    (0.3)     (0.3) 

Subtotal  1.2  2.1  0.1  6.3  9.6  

Bank Share (1.2) (2.1) (0.1)   (3.3) 

2. Goods           

Parts A, B & C           
Power conection  1.2  0.0  0.8   2.0  
  (1.2) (0.0) (0.8)   (2.0) 
Office /Env. Equipment   0.1  0.0    0.1  

    (0.1) (0.0)   (0.1) 
Part "z"  0.4      0.4  
    (0.4)     (0.4) 

Subtotal  1.2  0.5  0.8    2.5  

Bank Share (1.2) (0.5) (0.8)   (2.5) 

3. Services           

Parts A, B & C           
Technical Assistance & Training 0.1  0.4  0.5  0.6  1.5  

  (0.1) (0.4) (0.5)   (0.9) 
Part "z"           
            

Subtotal  0.1  0.4  0.5  0.6  1.5  
Bank Share (0.1) (0.4) (0.5)   (1.0) 

4. Operating Expenditures     0.3    0.3  
Bank Share     (0.3)   (0.3) 

5. Miscellaneous (PPA)           
Bank Share           

Total   2.5  3.0  1.7  6.9  13.9  

Total Bank Share (2.5) (3.0) (1.7)   (7.2) 
Note: The allocation here to category "1(z)" differs from that of PIFZA because it excluses the 
amount for stormwater. This has been treated as part of Part "1(A,B,C)" where it more properly 
seems to belong. There also appears to be some misallocation to categories in the Bank 
disbursement data. 
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Table A-2.3: Project Financing by Component (in US$ million equivalent) Appraisal Estimate Actual/Latest 
Estimate 

Appraisal Actual Actual /Appraisal

Total  Bank USAID/EIB/
IFC/ Priv 
Sector 

Govt Total  Bank USAID/EIB/
IFC/ Priv 
Sector 

Govt Total  Bank USAID/EIB
IFC/ Priv 
Sector

Project Component  

(US$m) (US$m) (%)

Component 1                       

Off Site Infrastructure                       

1.  Water supply  5.1 0.5 4.6   4.5 0.0 4.5   88% 1% 
2.  Wastewater and sewage 
disposal (including O&M 
contract)  6.5 1.8 4.7   1.2 1.2     18% 66% 

3.  Stormwater 0.5   0.5   1.4 0.5 0.9   272%   

4.  Power supply  5.7 5.6 0.1   2.6 2.6     46% 47% 

5.  Stand-by power  0.9   0.9   0.9   0.9   100%   
6.   Access road/Road upgrading  1.0 0.7 0.3   0.7 0.7     73% 104% 

Subtotal  19.7 8.6 11.1   11.3 5.0 6.3   57% 58% 
Component 2                      

Land Lease Value (PA 
Contribution) 23.5     23.5 23.5     23.5 100%   

Component 3                     

Site Development (including 
contingencies) 39.0   39.0   16.0   16.0   41%   

Component 4                      

Technical Assistance                     
PIFZA  1.5 1.4 0.1   0.6 0.6     41% 44% 
1.  Palestinian Environmental 
Authority  0.3   0.3   0.3 0.3 0.0   106%   

2.  Ministry of Industry/Studies 0.5   0.5   0.5   0.5   100%   

Subtotal  2.3 1.4 0.9   1.4 0.9 0.5   62% 66% 

Component 5                     
Em. Damage Repair,  Services 
Support & Other                     

1. Gaza Municipality trucks (part 
"z') -       0.4 0.4         
2. Access Rd. Repair (part "z") - - - - 0.4 0.4         
3.  PIFZA Building - - - - 0.5 0.5         

Subtotal          1.2 1.2         

Total Project Cost  84.5 10.0 51.0 23.5 53.5 7.2 22.8 23.5 63% 72% 
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Annex 3.  Economic Costs and Benefits

The project document quantified economic benefits as contributions to GDP from direct and indirect 
employment measured in terms of  wages. The Bank’s analysis of the project during preparation projected 
that 20,000 new jobs would be created at the GIE, based on the likely industrial mix, the proposed phased 
development and marketing approach of PIEDCO, and the global experience with similar industrial 
estates.  The analysis used a 1.5 multiplier to estimate indirect employment creation in Gaza, outside of 
the estate. Additional benefits such as expected increases in private investment outside of the GIE, 
increased exports and enhanced skills were indicated, but not quantified. All project costs, i.e., cost of the 
land, the costs of providing off-site infrastructure, and the site development costs were included in the 
(internal) Economic Rate of Return (ERR) which was estimated at 15.5 % over 20 years. The Net Present 
Value (NPV) was calculated at US$94.1 million with an opportunity cost of capital of 10%. 

These results were not achieved. The ERR was calculated using data provided by PIEFA on job creation 
and investment at the GIE,  but adjusted as a result of information gathered during the ICR process.  These 
adjustments reflected the fact that the number of employees over-stated the actual results since employees 
worked significantly less than full-time in response to the opening/closing of the border and the level of 
violence at the GIE site itself.  Therefore, although a firm may list 50 employees, only about 50% of these 
employees were working at any given time.  Therefore, in calculating the ERR at closing, the number of 
jobs was adjusted down.  Similar adjustments needed to be made in the investment figures since actual 
investment undertaken by firms was significantly reduced from planned levels in response to the prevailing 
situation. 

At closing, it is estimated that the ERR is some 2.6%over 20 years.  The NPV is a negative US$22.4 
million. Although the ERR is slightly positive, it is well below the opportunity cost of capital of 10% 
(explaining the negative Net Present Value). The project must therefore be judged as economically unviable 
if the prevailing conditions continue.  

In order to determine what could improve the GIE's economic situation, a sensitivity analysis was done. 
The ERR is more sensitive to the benefits side. The higher the increase in number of direct jobs, the higher 
the economic benefits are and the less negative the NPV. The Economic Rate of Return would improve to 
6% and the NPV, while remaining negative, would decrease to a loss of US$14.7 million if there was a  
20% increase in employment.  An increase in wages would also affect economic benefits and  produce a 
less negative NPV. A 20%increase in wages would result in an ERR of 4.2% and a Net Present Value of 
-US$18.7 million.  The project would be at the break even point with a 55% increase in employment.  

Economic Returns
(over 1997-2016)

                                          At Appraisal             At Completion
                                                                                In million of US$

Net Present Value (10% OCC)
Benefits                                                    481.3                                                      52.2 
Costs                                                        387.3                                                      74.6

 Net Cash-flow                                             94.1                                                   -22.4
ERR                                                           15.5%                                                  2.6%
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The financial rate of return (FRR) calculated at appraisal was 14.5% (for the GIE site developer). It was 
based on cost recovery at full (90%) site occupancy including a monthly tenant fee per m2 of leased space 
to cover indirect operating costs, as well as unitary consumption charges on services used.  Available 
revenue data was insufficient to complete a full financial analysis of the project.  If we base our analysis 
on the information provided, however, (total revenues, total operating expenses, and net operating income 
from 1998-2007), the financial cash flow indicate that the project had substantial financial losses and a 
negative NPV of  some $4.5 million.
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Annex 4. Bank Inputs

(a) Missions:
Stage of Project Cycle Performance Rating No. of Persons and Specialty

 (e.g. 2 Economists, 1 FMS, etc.)
Month/Year   Count     Specialty

Implementation
Progress

Development
Objective

Identification/Preparation
06/07/1996 4 INS. DEV. SPEC./TTL (1); S S
01/29/1997 SR. PSD SPECIALIST (1); 

ENGINEER (1); 
ENVIRONMENT SPECIALIST 
(1)

S S

Appraisal/Negotiation
07/16/1997 7 INS. DEV. SPEC./TTL (1); 

ENGINEER/PROCUREME
NT (1); INSTIT. 
SPECIALIST (1); SR. PSD 
SPECIALIST (1);

S S

08/21/1997 3 ENVIRNMENTL 
CONSULTANT (1); 
ENGINEER/PROCURE SPEC 
(1); FINANCIAL MGT 
OFFICER (1)

S S

Supervision
10/30/1998 5 SR. PSD SPECIALIST (1); 

PSD SPECIALIST (1); 
ENGINEER (1); SR. 
SANITARY ENGINEER 
(1); ENVIRONMENT 
SPECIALIST (1)

S S

05/23/1999 4 SR. PSD SPECIALIST (1); PSD 
SPECIALIST (1); ENGINEER 
(1); ENVIRONMENT 
SPECIALIST (1)

S S

11/16/1999 2 SR. PSD SPECIALIST 
(1);ENGINEER (1)

S S

06/27/2000 3 TEAM LEADER/SR. PSD SP 
(1); ENGINEER (1); 
ENVIRONMENT SP. (1)

S S

02/23/2001 5 SR. PSD SPECIALIST (1); PSD 
SPECIALIST (1); ENGINEER 
(1); JPO  (1); ENVIRONMENT 
SPECIALIST (1)

S S

08/31/2001 3 TEAM LEADER/SR. PSD SP 
(1); INSTIT DEV SPECIALIST 
(1); 
ENGINEER/PROCUREMENT 
(1)

S S

02/16/2002 5 TASK TEAM LEADER (1); 
INSTITUTIONAL SPECIALI 
(1); ENVIRNMENTL 

S S
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CONSULTANT (1); 
ENGINEER/PROCURE SPEC 
(1); FINANCIAL MGT 
OFFICER (1)

08/15/2002 3 INS. DEV. SPEC./TTL (1); 
ENGINEER/PROCUREMENT 
(1); INSTIT. SPECIALIST (1)

S S

07/25/2003 5 INS. DEV. SPEC/TTL (1); 
ENVIRON SPECIALIST (1); 
PROCUREMENT/ENGINEER 
(1); OPERATIONS ANALYST 
(1); FIN MGT ANALYST (1)

S S

5/01/2004 1 INS. DEV. SPEC/TTL (1) S S

ICR
10/01/2005 6 INS. DEV. SPEC/TTL (1);

Consultant (1); Procurement 
Specialist (1); Operations 
Officer (1); Operations 
Analyst (1); Team Assistant 
(1)

S U

(b) Staff:

Stage of Project Cycle Actual/Latest Estimate
No. Staff weeks US$ ('000)

Identification/Preparation N.A. 125
Appraisal/Negotiation N.A. 150
Supervision N.A. 1,200
ICR N.A. 25
Total N.A 1,500
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Annex 5. Ratings for Achievement of Objectives/Outputs of Components
(H=High, SU=Substantial, M=Modest, N=Negligible, NA=Not Applicable)

 Rating
Macro policies H SU M N NA
Sector Policies H SU M N NA
Physical H SU M N NA
Financial H SU M N NA
Institutional Development H SU M N NA
Environmental H SU M N NA

Social
Poverty Reduction H SU M N NA
Gender H SU M N NA
Other (Please specify) H SU M N NA

Private sector development H SU M N NA
Public sector management H SU M N NA
Other (Please specify) H SU M N NA
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Annex 6. Ratings of Bank and Borrower Performance

(HS=Highly Satisfactory, S=Satisfactory, U=Unsatisfactory, HU=Highly Unsatisfactory)

6.1 Bank performance Rating

Lending HS S U HU
Supervision HS S U HU
Overall HS S U HU

6.2  Borrower performance Rating

Preparation HS S U HU
Government implementation performance HS S U HU
Implementation agency performance HS S U HU
Overall HS S U HU
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Annex 7. List of Supporting Documents

1. Half-Yearly GIE Progress Reports, PIEFZA, June 99 to September 05.
2. Bank PSRs.
3. Bank files in West Bank, Gaza and Washington.
4. “Replenishing the Trust Fund for Gaza and the West Bank”, Country Assessment Strategy (CAS) 
document: R96-25 1, dated  December 2, 1996.
5. “Four Years – Intifada, Crisis and Palestinian Economic Crisis”, World Bank, October 2004. 
6. Stagnation or Revival? Israeli Disengagement and Palestinian Economic Prospects”, World Bank, 
December 2004.
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Additional Annex 8. Borrower's Comments

The Palestinian National Authority 
 
 
 
 
 
 

Palestinian Industrial Estates & Free Zones Authority 
(PIEFZA) 

 
 
 
 
 
 
 

 
Gaza Industrial Estate Project 

Implementation Completion Report 
(Borrower's contribution) 

 
Oct. 2005 

1. Background
The Palestinian Industrial Estate and Free Zones Authority (PIEFZA) have been established in 1998 by a 
decree of the Industrial Estate & Free zone law (no. 10). PIEFZA is an Autonomous public institution, 
which aims to promote, develop, and supervise Industrial Estates and Free Zones program in Palestine.

PIEFZA governed by board of directors represents the private and public sectors. The board of directors 
headed by H.E Minister of National Economy meets on regular basis to discuss issues related to the 
development of the program. While the daily work at PIEFZA followed and executed by an executive 
director with a supported technical staff.  

The Palestinian Industrial Estates program consists of nine Industrial Estates, six in the West Bank and 
three in Gaza. Gaza Industrial Estate (GIE) is considered as the pilot project of this program. GIE located 
at the eastern part of Gaza city adjacent to Al-Montar crossing point with an area of 485,000.00 m2.

2. Objective of the GIE project
The GIE project aims to generate employment in Gaza through the creation of economic conditions 
conducive to industrial investment and the provision of appropriate physical infrastructure for industrial 
activities.
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3. Components of the GIE project
In order to successfully achieve the above-mentioned objective the project involves the following parts: 

Part 1: Off-Site Infrastructure
Under this part of the project; a program was initiated to construct appropriate off-site facilities to provide 
the GIE with services in the following areas: (i) water treatment and supply, (ii) waste water disposal 
system, (iii) storm water management system, (iv) power supply, and (v) access roads. The USAID was 
committed to finance the first component of this area in addition to the design of the power supply 
components while IDA was committed to finance the rest of the components.

Part 2: Site Development
This part aims to develop the GIE site including factory buildings, administration building, and the on-site 
distribution of infrastructure services. This part was carried out by the developer (PIEDCO).

Part 3: Institutional Strengthening
This part consists of the provision of experts services and training, to (i) support the operation of PIEFZA 
and upgrade its institutional capabilities, and (ii) strengthen the capabilities of the Palestinian 
environmental authority in the areas of environmental permitting, standards monitoring and enforcement for 
industry. Under this part the environmental manual of the GIE was drafted by the W.B experts and a sum 
of 300,000 US$ was allocated to the environmental capacity building project. The USAID employ a 
consultant (the services group) to help PIEFZA in the capacity building issues. 

4. Project implementation
IDA loan to PIEFZA was mainly directed (as mentioned previously) towards the improvement of the 
infrastructure services (part 1 of the project components). These services cover the following areas:

4.1 Electrical connection to the GIE:
This project aims to provide the GIE with the needed electrical supply to feed the production lines at the 
warehouses and the services inside the GIE. In order to complete this project on time, PIEFZA, the W.B 
and the Palestinian Energy Authority (PEA) agreed to start the financing activities for the project before the 
final agreement of the Bank board of directors as a sort of bridge loan. 

The project was completed with some delay but no financial implications. The total cost of the project was 
calculated to be about US$2,527,923.04. 

4.2 GIE access roads sub- project:
This project aims to connect the GIE site with the city of Gaza. The project was performed in two stages 
with a total cost of US$739,016.67. Engineering & Management Consulting Center (EMCC, a local 
consulting firm) conducted the design and supervision of the project with total cost of US$75,091.50.

4.3 PIEFZA headquarter building  sub-project:
The objective of this project was to construct a headquarter building for PIEFZA staff inside the GIE. The 
total cost of the project was US$467,787.68. Universal group conducted the design and supervision works 
for the project with total cost of US$35,730.51.

4.4 Storm water management system sub-project:
This project aims to develop management system to the storm water collected at the GIE and the 
neighboring area (Karny crossing point). The consultancy services of the project were financed by the 
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World Bank. The EIB was committed to finance the construction works, accordingly, the Palestinian Water 
Authority (PWA) as the counterpart of the EIB enters into contract with Al-Concord contracting firm to 
perform the job. Al-concord completed part of the assignment but they were not able to complete the job 
due to the political situation at the job area and the contract was terminated based on the PWA request. 
PIEFZA requested the W.B no objection to complete the needed work in the detention basin of the system 
and to amend the work of the consultant (TEAM consulting firm). After getting the needed no objections 
PIEFZA enters into contract with Rehan contracting company to complete the works. As a result Rehan 
under the supervision of TEAM start working in the area but they were not able to complete their job due 
to the Israeli restrictions, the project was suspended for almost one more year. With the help of the W.B the 
Israeli authority allows the contractor to inter the job area in order to complete their original assignment, 
so, PIEFZA with the instruction of the W.B contracted again with the same consultant to supervise the 
remaining activities of the contract. As a result the work at the storm water detention basin completed as 
designed. The project was completed with out any financial imprecations due to the suspension of the 
contract.

The total amount of works calculated to be US$370,311.46  while the total amount of the consultancy 
services was US$90,978.40 . No financial imprecations was resulted due to the project delay.

4.5 Waste Water Disposal system sub-project: 
The project was designed to use El Mansora road to lay down the sewage pipeline as well as part of the 
brine disposal pipeline.  The municipality of Gaza, the bidding documents were prepared by PIEFZA, 
completed the design and the Bank reviewed specifications of the project and these documents. The 
estimated cost of the project was US$1,150,000. The project was procured using ICB method of 
procurement, and the best-evaluated bidder was a joint venture of the Arab contractors and Al-Qaws 
contracting company with a bid price of US$1,155,000. The Bank no objection to award was delivered to 
PIEFZA on December 3, 03 a letter of acceptance was send to the bidder on December 20, 03, the contract 
will be signed on December 25, 03. The project duration will be 8 months with an expected delay of three 
months due to the unstable conditions. The EMCC consulting firm will be the supervisor of the project 
implementation in addition to Gaza municipality. Under this project Al-Mansora road was upgraded due to 
the heavy damages at the road as a result of the sewage works. Part of the brine water pipe line (about 200 
m) was replaced due to the Israeli attack.
Currently the project was handled over. The total amount paid to the contractor was US$1,155,004.61 
while the total amount paid to the consultant was US$31,331.84.

4.6 Repair damages at the entrance of the Gaza Industrial Area sub-project:
 This project aims to repair the damages at the entrance of the GIE as well as the parking area, as part of 
this project an upgrading for the western part of road no.8 (Own Al-Shawa St.) was included, the execution 
of this work was carried out by Al-Fara contracting Co. with a contract price of US$266,578.18 US$ via 
an NCB method of procurement, the project subjected to long delays due to the closures and other 
contractors works at the same area.    

4.7 Supply of solid waste collection trucks to Municipality of Gaza (MOG):
Under this contract PIEFZA requested four trucks for the benefit of MOG, the trucks were delivered in two 
shipments, first shipment took place on February 11, 04 while the second one were on May 1, 04. The 
delay was due to the late of Israeli clearance and the strikes that took place at the Israeli ports. The total 
amount paid to the supplier was US$364,773.77.
 
4.8 Environmental capacity building projects:
This project aims to strengthen the capacity of the Palestinian environmental authority (part 3 of the project 
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components). The same project includes several components that include:

4.8.1 Consultancy services with total amount of US$136,305.00.
4.8.2 Procurement of lab equipments for water and waste water with total amount of US$49,954.00.
4.8.3 Procurement of lab equipments for air mentoring units with an amount of US$75,566.00.
4.8.4 Procurement of civil defense equipments with total amount of US$13,439.59.

4.9 Financial auditing and financial system:
This part of the project aims to develop a financial management system fir PIEFZA and to monitor the 
financial activities of the institution through external auditor. The studies for the first part (the financial 
management system) were made by external consultant (Abu-Gazaleh) while the program is under 
development by PIEFZA staff. The second part of the project (financial auditing) was also made by 
external auditors. 
The total amount paid by PIEFZA for these services was calculated to be US$114,297.25.

4.10 Environmental monitoring: 
This part aims to monitor the surrounding environment of the GIE (air, water, and waste water) the total 
amount of these activities was US$46,195.17. 

4.11 Operating expenditure:
During the project execution a sum of US$346,129.38 was paid to cover some of PIEFZA expenses.  
The attached Annex 1 explains the above mentioned categories. 

5. Contribution of other donors to the GIE project:
5.1 Contribution of the USAID: the USAID financed the following items:
a) The water components: this item includes the design of a dual water distribution system. The system 
includes the construction of  two water wells with pumping capacity of 80 m3/hour each, construction of 
two elevated tank with storage capacity of 400 m3 for the potable water tank and 800 m3 for the brackish 
water one, and the water treatment plant with production capacity of 30 m3/ hour. The cost of this 
component was about US$2,627,171.00.

b) The electrical power components: this item includes the designing works for the electrical net works for 
the GIE and the supply and installation of 2.2 MW stand by generator. The cost of this component was 
about US$800,000.00.

c) The capacity building and institutional strengthening components:  this item can be divided into three 
main categories:
· Furniture & equipments: The USAID provided PIEFZA with the needed furniture for the head 
quarter, three passenger cars, computers and office equipments. The cost of this category was about 
US$252,340.00.
· Training courses & capacity building: under this category USAID lunched a project with the help 
of The Services Group (TSG) namely PRIZM project, this project aims to provide PIEFZA staff with the 
needed courses and training visits to other industrial zones, the courses aims to increase the skills of 
PIEFZA staff in English and computer fields, in addition to that two visits were organized to Jabal Ali free 
zone in Dubai and Sahab Industrial Zone in Jordan. 
· Studies and promotional materials: Under the same project (PRIZM) the TSG drafted several 
studies for deferent potential industrial zones in Palestine and prepared deferent promotional material for 
PIEFZA and the Palestinian industrial Estates Program.
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5.2  Contribution of the EIB: The European Investment Bank (EIB) financed part of the GIE storm 
water collection and disposal system as described previously, the EIB invested an amount of 
US$900,000.00 under this item.

5.3 Contribution of the UNDP: the UNDP invested an amount of US$388,601.00 in order to finance 
the construction of water well no.1 for the benefit of the GIE project. This amount was a donation from the 
Japanese government to PWA.

5.4 Contribution of IDA under other projects: IDA invested an amount of US$304,693.00 through 
PECDAR to finance the construction of access road leads to karny crossing in order to transfer the 
movement of trucks out side the GIE boundaries, in addition to that IDA invested an amount of 
US$309,650.00  through PECDAR too to finance the construction of waste water pump station for the 
GIE.

6. Comments on the donor's contribution to the GIE project:
Even though the generous support of the world community towards the project accomplishment brought the 
project to the successful stage in relation to the physical infrastructure, some important factors were left 
behind such as the relation with the Israeli side regarding the movement of goods & people, the residence 
permits for foreign investors, the cargo inspections, and other coordination issues. 
It was noticed that coordination between PIEFZA and other donors was not the same i.e The EIB 
coordinated with PWA for the storm water project, the USAID coordinated with PIEFZA through the TSG, 
while the W.B was in direct contact with PIEFZA through the Bank missions. 
At earlier stages (during the project design) high coordination between the donors from one side and the 
donors with the Ministry of Industry from the other side creates good environment to address several 
important issues related to the project design and implementation such as the contribution of each part to 
the project, creating PIEFZA, and drafting the Palestinian Industrial Estates Law.
Needless to say that the political situation in the West Bank and Gaza negatively effect the progress of the 
project and the volume of investment in Palestine in general and in the GIE in particular in addition to the 
difficulties in implementing some infrastructure projects such as the storm water management project.
The attached annex 2 show the volume of donors contribution at the GIE.

7. Lessons learned & difficulties encountered:
The lessons learned from the GIE project can be summarized as follows:

7.1 The project has indicated excellent model of partnership between PIEFZA as public agency and 
PIEDCO as private sector, this model can be generalized in the forthcoming industrial estates projects in 
Palestine.
7.2 Political stability is a precondition for the success of any similar projects.
7.3 To assure the success of similar projects institutional and legal frameworks have to be established.

7.4 IT was understood from the beginning that cooperation with the Israeli side is essential to have 
successful project, unfortunately, a written protocol was not signed between the PA and the Israeli side to 
organize this cooperation and to reflect the exact needs of the Palestinian side, even though, the political 
situation of the last five years doesn't allow successful implementation of the verbal protocol, accordingly, 
the GIE tenants were not able to freely export their products, import the raw material, and move between 
Gaza and Israel.

7.5 The project coordination unit (PCU) was established within the Ministry of Industry to supervise 
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the project implementation (according to the project appraisal report and recommendations), but this unit 
was terminated after one year and the duties of the unit was transferred to PIEFZA staff. This new 
situation creates challenges to the staff that were not trained on the W.B procurement procedures and the 
technical assistance came too late (at 2003 three of PIEFZA staff were trained on the procurement 
procedures for W.B aided projects in India). It is important to evaluate (during the appraisal stage) the 
capacity of any institution on these areas and to suggest relevant training courses for the staff based on the 
project needs rather than having unstable coordination/ management units among the institution.

7.6 The political situation at the area have a negative impact on the investments volume in the GIE in 
addition to that the projections during the appraisal stage were over estimated i.e the number of new jobs 
that could be created from the project and it doesn't take such scenario into consideration.

7.7 The successful cooperation between deferent financing agencies during the project preparation and 
implementation contribute to successful project.
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Additional Annex 9. Footnotes

 
1
 Project Appraisal Document for a Proposed Trust Fund Credit, Gaza Industrial Estate, World Bank, December 10, 1997, 

Report No: 17204 GZ; also referred to as the Staff Appraisal Report or SAR. See particularly the Log Frame Matrix at Annex 
1.

 
2 

See “profile”  in  “Developing the Occupied Territories, An Investment in Peace” World Bank, September 1993.

 
3 

USAID focused on on-site infrastructure, including the water supply component, as well as on technical assistance to the 
Ministry of Industry for capacity building. EIB focused on support for some off-site water supply and waste-water components. 
IFC agreed to help finance PIEDCO, and MIGA agreed to provide insurance for foreign private investors.

4 
At the time (1997) the Bank’s first two infrastructure projects (Emergency Rehabilitation Projects I and II) were very well 

advanced and two “new generation” projects -- First Municipal Infrastructure Development Project (MIDP-1) and (Gaza) Water 
and Sanitation Services Project were also underway. An electricity project was in advanced stages of preparation.  The Bank 
had also played a leadership role in the analysis of the Palestinian economy and had  a solid reputation for leadership and 
credibility among the donor community.

5
 In all, there were four amendments to the Credit Agreement.  April 1999, Dec. 2001, Dec. 2002, March 2004, and June 2004. 

The April 1999 amendment was procedural only; the Dec 2001 and March 2004 amendments dealt with VAT issues general to 
the WBG program and with Bank component financing percentages; the Dec. 2002, as noted above, was substantive; the June 
2004 amendment dealt with extensions of closing and consequent additional Operating Cost support requirements (US$ 0.08 
m). 

6
 A recent agreement hammered out by the US Secretary of State, Condoleeza Rice, specifically attacks this ongoing problem at 

the Al-Montar/Karni goods crossing through which all Gazan goods – including those of the GIE – now have to pass. 

7
 SAR pp 12-13.

8 
 Gaza was particularly badly affected, as borders with Israel, Egypt and access to the rest of the world were effectively sealed 

by GOI  with devastating consequences for the movement of people and goods required for economic growth. Fighting and 
shelling led to loss of life on both sides along with considerable damage to Palestinian infrastructure, agriculture and public 
and private assets.   Moreover, GOI imposed internal closures in Gaza for long periods which effectively divided Gaza into two 
and sometimes three territories and further disrupted economic and social life.  The GIE was particularly hard hit – being both 
in the direct line of fire – and dependent on export-led industries. For a detailed account see: “Four Years – Intifada, Closures 
and Palestinian Economic Crisis”, An Assessment, World Bank, October 2004.

9 
 The review took place in February 2001, but the mid-term data are as end December 2000.

10 
 A multiplier of 1.5 for indirect employment is assumed by the project.

11 
 See Annex 1 of SAR.

12 
 IFC’s original loan amount was for $8 million.  However, with the lack of investment demand, PIEDCO cancelled all but $1 

million.

13
  See “Stagnation or Revival? Israeli Disengagement and Palestinian Economic Prospects”, World Bank, December 2004.

14  
None were formally established at appraisal, but can be inferred from “Technical Assessment” in SAR See text below.
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15 
 All figures and tables in this section are based on data supplied by PIEFZA.
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