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The objective of this study was to assess the 
feasibility of using information and 
communication technologies (ICTs) to expand 
access to financial services in Palestine. In 
particular, the study examined the use of 
mobile phones and Point of Sale (POS) 
devices to facilitate electronic financial 
transactions outside of traditional brick-and-
mortar branches. The use of such technologies 
as delivery mechanisms for financial services 
is commonly referred to as “branchless 
banking.” The goal of the study was to 
determine whether branchless banking could 
be used to overcome restrictions on 
movement and increase access to finance in 
Palestine.   
 
The Palestinian Territories of West Bank and 
Gaza, commonly referred to as Palestine, are 
small and densely-populated areas where the 
average household is 5.8 people, while the 
average economic establishment has only 2.6 

employees. Poverty rates vary according to 
location and method of calculation (rates are 
much higher if calculated according to income 
rather than consumption).  

“There are 21 commercial banks with 161 
branches and offices in Palestine.  In addition, 
there are 9 MFIs with 63 branches, and 181 
registered money changers.  While the 
financial infrastructure is fairly well-
developed overall, it varies dramatically by 
governorate, with some governorates having 
much more limited access to banks and other 
financial service providers.  Most members of 
the population have a bank account but lack 
access to electronic transaction cards - debit, 
ATM, and credit cards.  The ATM and POS 
infrastructure is similarly imbalanced; for 
example, 3 of the 16 governorates account for 
75% of the total POS devices.  Mobile phone 
use is widespread, with over 1 million 
subscribers and 81% of households having 
access to a mobile phone as of 2006. 
 
“Banks are supervised by the Palestine 
Monetary Authority (PMA) and regulated 
under the Banking Law No. 2 of 2002, which 
is currently being revised.  NGO MFIs are 
currently registered as charitable associations 
or community organizations, but the PMA is 
in the process of drafting legislation that 
would bring MFIs under the aegis of the PMA 
and require them to transform into for-profit 
or nonprofit shareholding companies.  
Cooperatives are regulated under separate 
laws in the West Bank and Gaza, and they 
report to the Ministry of the Interior.  Money 
changers have traditionally operated with 
little oversight, but a decree issued in 
February 2008 requires all money changers to 
be licensed by the PMA. 
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Branchless Banking (BB) Models  

The technology platforms for BB can be grouped into the following categories:  POS-based 
solutions; closed systems; SIM-based mobile banking platforms; and mobile banking platforms 
using other technologies, including SMS, WAP, and Java.  The business models for BB include 
bank-based models (in which the customer has a direct contractual relationship with a fully 
prudentially regulated financial institution); mobile network operator-based models (in which 
the customer’s contractual relationship is with a mobile network operator (MNO) and not with a 
fully prudentially regulated financial institution); and independent models (in which the 
customer’s contractual relationship is with a party that is neither a bank nor an MNO). 

BB services in Palestine and in the Middle East and North Africa (MENA) region are still in the 
early stages of development.  Services in Palestine are limited – customers may perform 
debit/credit transactions on POS devices, and they may access certain account information and 
receive SMS confirmation of transactions via their mobile phones.  Other countries in the region 
are just beginning to offer BB services, mostly through the MNO-based model.  Services have 
been launched or are being studied in Kuwait, Qatar, Egypt, Algeria, Iraq, Tunisia, and Israel. 
 

The Case for Branchless Banking in Palestine   

Due to the political situation, there are restrictions on movement of people, goods, services, and 
cash in Palestine.  As a result, a system that facilitated electronic payments and minimized cash 
needs would bring great benefits.  BB delivery mechanisms could also reduce costs, which might 
help to encourage banks to offer small-value savings and other low-value services that might be 
unprofitable to provide in a branch.  On the other hand, with its small size, fairly extensive 
branch infrastructure, and high population density, the need for BB services is not as great as it 
would be in a large, sparsely populated country with limited infrastructure.  However, given the 
potential for significant restrictions on movement to be instituted without warning, there is still 
a strong case for exploring BB delivery mechanisms. 

Key services demanded by micro-entrepreneurs and low-income Palestinians include credit, 
savings, insurance, and to a lesser extent, transfers.  BB delivery mechanisms could help to 
accelerate access to these services by expanding the network of access points at a lower cost than 
that of setting up and operating a branch or office.  However, the full potential benefits of BB 
delivery mechanisms will not be realized unless a national payment system is put into place and 
unless financial service providers develop financial products that meet the needs of low-income 
Palestinians. 
 

Appropriate Technologies 

 Given the current circumstances in Palestine (large number of bank accounts, available 
business models, regulatory framework, and PMA’s tolerance for risk), recommended 
technologies include a POS-based platform and a SIM-based mobile banking platform.  This 
would provide the necessary functionality and outreach, while simultaneously addressing the 
PMA’s security concerns.  The most cost-effective means to offer these services would be 
through a shared services model used by all banks on a pay-per-use basis. 
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Affordability   

Using comparative figures of the relative costs of mobile banking services in four other 
countries, we estimate the affordability of a branchless banking product in Palestine.  If we use 
the highest-cost product as a benchmark, only 53% of the Palestinian population would be able 
to afford a full range of BB-enabled services.  However, if South African providers are excluded 
and the highest-cost product in the other three countries is used as a benchmark, 90% of the 
population would be able to afford a full range of BB-enabled services.  Given the small 
population in Palestine, though, it is unlikely that such services could be provided profitably by a 
single financial service provider in a competitive environment.  Therefore, it is recommended 
that a BB application be integrated into the national switch, which would substantially reduce 
costs.  It is important to note that the affordability estimates suffer from significant limitations, 
and that further research and analysis will be needed to refine these initial estimates. 
 

Factors Enabling the Adoption of Branchless Banking   

Factors that would facilitate the supply and uptake of BB services in Palestine include:  very high 
mobile phone penetration and extensive cellular coverage; a well-educated populace; and 
interest from MNOs and banks. 

Challenges to the Adoption of Branchless Banking 

Numerous challenges to the adoption of BB delivery mechanisms will need to be overcome.  
These include: the lack of a national payment system and national switch; restrictions and gaps 
in the regulatory framework (particularly with respect to outsourcing financial transactions, 
money laundering and terrorist financing, electronic money, electronic commerce and security, 
consumer protection, and payment systems); PMA concerns about the risks inherent in BB 
delivery mechanisms; a conservative banking sector; consumer education needs; product design 
challenges; and the existence of a well-established brick-and-mortar infrastructure. 

Recommendations 

The report concludes with five key recommendations for facilitating electronic and branchless 
banking transactions in Palestine:   

(i) Support the development of the national payment system for clearing and settlement 
between banks, and a national switch to create an interoperable network of ATMs 
and POS devices 

(ii) Create an enabling legal framework for the payment system and for branchless 
banking  

(iii) Ensure proper sequencing/timing 

(iv)  Analyze product design and methodology constraints that currently limit financial 
access 

(v) Build the institutional capacity of the MFI sector. 

 
 


