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BASIC INFORMATION

A. Basic Project Data
Project Beneficiary(ies)
West Bank and Gaza

Financing Instrument
Investment Project
Financing (IPF)
Borrower(s)

The Palestine Liberation
Organization [for the
benefit of the Palestinian
Authority)

Region
MID EAST,NORTH
AFRICA,AFG,PAK

Estimated Appraisal Date
23-Feb-2026

Implementing Agency

Ministry of Finance and
Planning

Proposed Development Objective(s)

Operation ID
P513678
Estimated Approval Date

01-Apr-2026

Operation Name

Palestinian Investment
Preparation Facility Project

Practice Area (Lead)

Social Sustainability and
Inclusion

to support the preparation of implementation-ready investments and enhance the public sector’s institutional and
technical capacities for investment preparation.

Components

Preparation of Priority Investments
Strengthening the Institutional and Technical Capacity of LMAs

Project Management

PROJECT FINANCING DATA (USS, Millions)

Maximizing Finance for Development

Is this an MFD-Enabling Project (MFD-EP)? Yes
Is this project Private Capital Enabling (PCE)? No
SUMMARY
Total Operation Cost 20.00
Total Financing 20.00
Financing Gap 0.00
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DETAILS
Non-World Bank Group Financing
Trust Funds 20.00
Special Financing 20.00

Environmental And Social Risk Classification

High

Decision

The review did authorize the team to appraise and negotiate

B. Introduction and Context

Country Context

The Conflict in the Middle East has had a catastrophic impact on the Palestinian economy, pushing the territories into
a crisis of unprecedented magnitude. By the end of 2024, real Gross Domestic Product (GDP) had fallen back to 2009
levels, with nominal GDP per capita dropping below its 2011 value®. Latest official data covers the first nine months of
2025, and it shows that the Palestinian economy started showing signs of a limited rebound. The West Bank economy
grew by 4.4 percent, albeit from a very low base, driven by an increase in consumption and trade during the months of
the ceasefire. Poverty across the Palestinian territories rose from 29 percent in 2023 to 40 percent by late 2024.
Unemployment in the West Bank has risen to 29 percent, and the economy continues to be negatively impacted by
imposed constraints on Palestinians’ employment in Israel (by Q2 2025, ¢.40,000 Palestinian workers were employed in
Israel, down from 177,000 pre-conflict?). While unemployment is markedly high for both women and men, it is noted
that unemployment has tripled for men since 2022. Meanwhile, female labor force participation in the West Bank and
Gaza (WB&G) remains disproportionately lower among females (18.9 percent) than males (72.1 percent).?

The conflict has caused significant disruption to infrastructure service delivery in the West Bank. While the impacts of
the conflict have caused less destruction in the West Bank than in Gaza, spillover effects including military incursions,
settler violence, and movement restrictions have created significant impacts on physical infrastructure and service
delivery, particularly in and around densely populated refugee camps in Jenin, Tulkarem, and Tubas. The February 2025
joint World Bank, European Union (EU), and United Nations (UN) (WB/EU/UN) Interim Rapid Damage and Needs

1 https://thedocs.worldbank.org/en/doc/88b250e19a55174787bafafd5322360e-0280012025/original/Palestinian-Economic-Update-
Sept2025-FINAL.pdf

2 PCBS, Labor Force Survey (2025) as referenced in https://thedocs.worldbank.org/en/doc/88b250e19a55174787bafafd532236 Oe-
0280012025/original/Palestinian-Economic-Update-Sept2025-FINAL.pdf

3 https://genderdata.worldbank.org/en/economies/west-bank-and-gaza
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Assessment (IRDNA)* estimated that the West Bank’s housing sector had suffered US$16 million of damage estimated
damage to healthcare infrastructure totals US$14.6 million. As a result, only 61 percent of health facilities in the West
Bank are fully functional. In the education sector, 602,000 public school students in the West Bank have been switched to
partial home-based learning arrangements. The overall effect of the conflict has created urgent recovery needs across
infrastructure sectors.

The fiscal impact of the conflict has placed the Palestinian Authority (PA)’s public finances under severe pressure,
eroded its ability to finance basic services and critical investments.> Clearance revenues continued to undergo significant
deductions by Israel in 2025 which more than doubled since October 2023 putatively to offset PA’s spending in Gaza. Since
May 2025, the transfer of clearance revenues has completely halted stripping the PA of its main source of income. The
fiscal deficit, after aid and clearance revenue deductions, reached USS$1.3 billion in 2025, or around 8 percent of GDP. The
PA resorted to the continued accumulation of arrears to its employees and private suppliers and to domestic bank
borrowing to make ends meet. Partial payment of salaries (between 50-60 percent) remains the standard practice since
mid-2025, down from an average of 70 percent in previous months, and is heavily dependent on external aid. This creates
significant fiscal risk exposing the PA to systemic risks, delaying critical infrastructure investments and impairing public
service delivery. As a result, the health sector faces acute shortages of medicine and medical supplies, the start of the
2025/26 school year was postponed due to fiscal constraints, and government support programs such as the National
Cash Transfer Program were fully suspended in April 2025. Reflecting the dire situation, the Palestinian Cabinet noted®
that the PA’s constrained fiscal capacity is undermining institutional performance and service delivery.

Although the banking sector started from a position of strength in October 2023, substantial financial stability risks
have since emerged. Despite the strict risk management, governance requirements in place as well as large capital and
liquidity buffers, the unprecedented intensity and duration of the conflict generated substantial financial stability risks
and severe operational challenges. While liquidity and capital buffers remain technically adequate, mounting pressures
are rapidly eroding them, impeding some of the system’s critical functions with potentially destabilizing consequences.
The banking system is facing accelerated deterioration on multiple fronts, with liquidity stress as the most immediate risk
coming from the depletion of digital NIS and threats to correspondent banking. The banking system’s exposure to the
public sector, through domestic borrowing by the PA, has also increased substantially during 2025, reaching US$3.5 billion.
These pressures pose immediate threats to financial stability, with direct transmission channels to commodity flows—
including fuel, water, and medicine.

Despite the uncertainty and potential instability, the PA has been actively pursuing a reform agenda aimed at
strengthening its governance, fiscal management, and development capabilities. Despite the narrow space for domestic
policy decision making, in recent months the PA has demonstrated its commitment to pursue its Reform Agenda aimed at
strengthening governance, fiscal management, and institutional capacities. Measures aimed at improving efficiency,
transparency, and sustainability — including through wage bill consolidation — are to be rolled out in the near future. Yet,
without meaningful progress on easing the financial and fiscal constraints discussed above, the risk of instability in the
West Bank remains high. In Gaza, the UN Security Council resolution 2803 of November 17, 2025, provided legal footing
to implement the Comprehensive Plan to End the Gaza Conflict (also known as “the 20-point plan”) aimed at maintaining
the ceasefire, resuming humanitarian relief efforts, and proceeding towards Gaza’s recovery and reconstruction, with a
view to the eventual transfer of governance responsibilities to the Palestinian Authority based on the fulfiiment of key
reforms.

4 https://thedocs.worldbank.org/en/doc/133¢3304e29086819¢1119fe8e85366b-0280012025/original/Gaza-RDNA-final-med. pdf

5 https://thedocs.worldbank.org/en/doc/88b250e19a55174787bafafd5322360e-0280012025/original/Palestinian-Economic-Update-
Sept2025-FINAL.pdf

& Statement released by the Government Communication Center after an emergency Cabinet session held on July 17, 2025.
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Environmental and climate vulnerabilities call for special attention to future-proof investments. The 2023Country
Climate and Development Review highlighted the WB&G's specific vulnerabilities to droughts, heat, wildfires, soil erosion,
mudflows, extreme precipitation, and flooding. In Gaza, coastal erosion and polluted waters (exacerbated by over-
extraction) create further vulnerabilities which amplify existing fragility drivers. Annual average temperatures and
variability in precipitation are projected to continue to increase and heat waves will similarly become more frequent,
further increasing the risk of wildfires. Investments across the WB&G should prioritize green, resilient, and inclusive
development (GRID) principles and Nature-based Solutions (NbS), and integrate best practice building standards to climate
proof interventions.

Sectoral and Institutional Context

The current fiscal crisis has exacerbated the longstanding constraints facing line ministries and agencies (LMAs) in terms
of technical and financial resources necessary for the timely and efficient preparation of investment projects. Resource
constraints have further deteriorated the PA’s institutional capacities to plan, prepare and execute critical investments.
Historically, despite the efforts by the Palestinian Authority to align donor support with national priorities, this remains at
time problematic. Resources and expertise to support the preparation of investment projects are typically provided by
development partners, often based on bilateral requests from LMAs, ultimately affecting prioritization and sequencing of
investments. Underlying capacity gaps are likely to continue hampering long-term development efforts in the West Bank,
let alone the PA’s ability to meaningfully contribute to recovery and reconstruction investments in Gaza. More than ever,
well-prepared investments will prove critical for the efficient allocation of scarce public resources, but also to attract and
leverage private financing.

To address these gaps, and in line with its Reform Agenda, the PA is deploying efforts to enhance the efficiency of public
expenditures through a sounder approach to investment prioritization and sequencing. Considering the large
investment needs in the West Bank, the PA aims to ensure that both domestic resources and external financing are
allocated to priority areas and reduce the burden on LMAs to seek funding opportunities individually. The Ministry of
Finance and Planning (MOFP)’ is spearheading the establishment of a structured prioritization system to guide the
formulation of comprehensive investment planning. This process is led by the MOFP’s Planning Unit and will ensure the
development of a national investment priorities program aligned with the PA’s National Development Pact for the West
Bank, as well as stricter adherence with the overall budget process. Under this process, MOFP will coordinate with LMAs
to identify and prioritize national investment priorities to be submitted for Cabinet approval®.

The PA is also taking steps to improve its institutional capacities for project preparation, particularly in relation to
priority and technically complex investments. In September 2025, the Council of Ministers (COM) approved the
establishment a project preparation unit (PPU) within MOFP (Decree 19/79/12) with the mandate to build a pipeline of
implementation-ready priority investments to be financed through public and/or commercial sources. In managing this
Project Preparation Facility (PPF), MOFP will work closely with the relevant LMAs — which remain “investment project
owners” — to ensure that investment preparation activities align with sector priorities. MoFP endorsement and Cabinet
approval of PPF support to specific investments will ensure high-level political commitment to the PPF as a cross-
government tool. In aiming to enhance the speed and quality of investment preparation, the PPF’s creation supports the

" MOFP was recently created via a Cabinet decision to merge the Ministry of Planning and International Cooperation (MOPIC) and the
Ministry of Finance (MOF),

8 The World Bank is supporting the PA in strengthening its investment management framework, including through tailored analytical
and advisory services. The Gaza Recovery Program (P505558) supported the prioritization of Gaza Recovery and Reconstruction
Investments with a view to develop a prioritized and sequenced investment plan. The PA has already requested Bank support to extend
the approach to the West Bank with a view to developing an investment plan aligned with the The National Development Pact for the
Future of Palestine — which sets out the PA’s strategic priorities for the West Bank. In addition, the World Bank is conducting functional
reviews in the energy and water sectors and supporting the PA in strengthening its overall Public Investment Management system.
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PA Reform Agenda’s objectives 1.3.1, namely “Achieve more effective use of public resources, enhanced service delivery,
and increased economic stability and development” and 1.2.1 “Enhance effectiveness and efficiency of Palestinian public
administration”. In addition, the establishment of the PPF will encourage coordination of donor support to LMAs for
investment preparation, facilitating technical discussions, enhancing communication and allowing for the pooling of
various funding sources. Prepared investments will be made available for financing from any financing source (budget,
bilateral donors, IFls, private sector under PPP schemes).

Building the PPF’s technical and financial capacities will be critical to its long-term success. The PPU will be located in
MOFP and staffed by senior civil servants from MOFP, supported by technical staff from LMAs and supplemented by
technical consultants as needed. The current PA’s hiring freeze will initially constrain new civil servant capacity hires in
the PPU, making the PPF’s initial operationalization contingent on technical and financial support. To ensure the PPF’s
long-term sustainability, a separate Bank Executed Technical Assistance activity will support the assessment of options to
develop a revolving fund mechanism to recoup project preparation expenditures for those projects that proceed to project
financing. The revolving funding mechanism would enable the re-flow of project preparation costs back to the PPF from
externally financed projects to be recycled to support the preparation costs of additional projects. For PPP projects, the
preparation cost may be reimbursed through a success fee paid by the winning bidder.

While the immediate and future pipeline is currently being determined, it is likely that investment projects selected for
preparation by the PPU will range from reconstruction of damaged assets to greenfield projects in a wide range of sectors
including debris management, education, health, environment, energy, water supply, solid waste management,
wastewater treatment, housing and transport. The PPU’s actual staffing will not aim to cover all these sectors through
new hires. Rather, representatives from respective LMAs will be identified to the PPU to take up an active role when needs
arise to bolster technical capacity. The use of LMA representatives as focal points for investment projects prepared by the
PPU will also provide commitment and ownership from LMAs, ensure that LMAs retain their identity as project owners,
and alleviate any potential concern that the PPU is capturing LMA projects. Figure 1 lays out key institutional roles and
responsibilities in the PPF process.

The PPF will initially focus on supporting the preparation of West Bank-related investments. The PA's role in Gaza’s
recovery and reconstruction remains uncertain. Responsibilities for preparing and securing the financing of
reconstruction and recovery investments is likely to remain with the transitional administration — namely the Board of
Peace, with the support of a newly formed Palestinian Technocratic Committee — in line with the provisions of the
Comprehensive Plan and as mandated by UNSC resolution 2803, until at least December 2027. While foreseeing the
eventual transfer of governance responsibilities to the PA based on progress with key reforms, the resolution does not
explicitly foresee a role of the PA in recovery and reconstruction efforts in Gaza in the short term. Until then, the PA will
focus the PPF’s efforts on preparing West Bank focused investments, while building its readiness to respond to calls
regarding Gaza recovery and reconstruction efforts if and when needed.

C. Proposed Development Objective(s)

To support the preparation of implementation-ready investments and enhance the public sector’s institutional and
technical capacities for investment preparation.

Key Results

a) Number of implementation-ready projects prepared, of which 100% consider gender issues.
a) Increased public sector technical and institutional capacity to prepare high-quality projects.
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D. Project Description

The PA requested World Bank assistance to support the setting up and initial operations of its PPF established by
Cabinet Decree 19/79/12 on September 30, 2025. The proposed Project will support the preparation of
implementation-ready investments and enhance institutional and technical capacities for investment preparation,
thereby contributing to operationalizing the PA’s PPF. The Project will be implemented by the MOFP which hosts the
PA’s PPU, in collaboration with LMAs. The proposed Project design draws on global experience, including the recent WB
support to the establishment of Ukraine’s PPF, and reflects the Bank’s commitment to strengthening institutional
capacities in fragile and post conflict settings.

This Project will finance the preparation of West Bank-related investments, while building the PA’s readiness to
support Gaza’s recovery and reconstruction once conditions allow. Any extension of the Project’s scope to Gaza will
require the World Bank Board’s endorsement and will be subject to conditions such as clear institutional responsibilities
for the preparation of recovery and reconstruction investments in Gaza and demand for World Bank support towards
the preparation of such investments.

The Project will fund the following components: (i) Preparation of priority investment projects; (ii) Strengthened public
sector’s institutional and technical capacity for project preparation; and (iii) Project management, including staffing,
administrative, and operational costs for the Project Implementation Unit (PIU) to be established within the PPU.

The proposed Project has been designed and appraised for an initial US$20 million, with zero financing gap, over a
five-year period, funded through a grant from the Trust Fund for the West Bank and Gaza (TFGWB). The Project’s
design and results framework reflect the total appraised amount and Project activities will initially be implemented
through the initial contribution of US$20 million from the TFWBG. Activities can be scaled up by additional resource
mobilization as donor contributions materialize. Potential additional contributions are expected to be provided by
donors contributing to the World Bank administered Trust Funds operating in the West Bank and Gaza — the Partnership
for Infrastructure Development (PID) MDTF and the Palestinian Fund for Reconstruction and Development (PFRD). Other
development partners outside the PID MDTF or PFRD may also be interested in providing additional financing. Any
increase in available funding will entail Additional Financing and Project Restructuring.

The Project will not finance the actual implementation of projects prepared by the PPF. The Project will not fund the
implementation of any investment projects prepared by the PPF and thus the World Bank shall not be responsible for
supervision of or support to the implementation of such investments. The PA will remain solely responsible for the
implementation of PPF-prepared investments under the Project. The WBG may consider financing the implementation
of one or more of these investments under a separate operation(s) subject to the approval of its Board of Directors.
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Legal Operational Policies Triggered?
Projects on International Waterways OP 7.50 No
Projects in Disputed Area OP 7.60 No

Summary of Screening of Environmental and Social Risks and Impacts

Environmental and social (E&S) risks at concept are assessed high. The studies and capacity building supported under
this Project will be subject to the Bank’s ESF standards and procedures. The project will provide TA for preparing pre-
feasibility and feasibility studies, preliminary or detailed technical designs and associated E&S assessments for public or
private investments, to ensure that investments prepared under the project will follow the Bank’s ESF requirements. The
Bank's responsibility will not extend to ensuring that any subsequent activities - notably the implementation of
investments prepared with Project financing - are consistent with the ESF, unless the actual investment is financed by
the Bank and is therefore subject to its supervision.

E. Implementation

Institutional and Implementation Arrangements

MOFP will be responsible for Project implementation. MOFP’s general mandate covering investment planning,
intersectoral alignment, and the interface with development partners is well suited to supporting the level of technical
and institutional coordination needed to launch and sustain the PPF’s activities. MOFP is tasked with leading the PA’s
strategic, policy and investment planning efforts and to coordinate the action of line ministries and agencies around the
prioritization and sequencing investments. MOFP hosts the PA’s PPP Unit, tasked with designing the PPP policy and
regulatory framework for WB&G. MOFP implements several World Bank projects and has demonstrated capacities for
project implementation. Lastly, MOFP hosts the PPU responsible for managing the PPF. The PPU’s location within MOFP
will facilitate coordination with the MOFP Planning and Budget Departments, which are responsible for overall
alignment of public investments with national development priorities and the assessment of the medium-term
budgetary implications of PPF-supported investments. A project implementation unit will be established within the PPU
to carry out project activities.

CONTACT POINT

World Bank
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Andrea Liverani
Lead Environmental Specialist

Junglim Hahm
Senior Infrastructure Finance Specialist

Haji Huseynov
Senior Infrastructure Specialist
Borrower/Client/Recipient

The Palestine Liberation Organization [for the benefit of the Palestinian Authority)

Implementing Agencies

Ministry of Finance and Planning

FOR MORE INFORMATION CONTACT

The World Bank

1818 H Street, NW

Washington, D.C. 20433

Telephone: (202) 473-1000

Web: http://www.worldbank.org/projects
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