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History and legal status

ATIL Micro Crédit is a not for profit NGO, recognised by the Ministry of Economy and Finance the 15th of January 2001, has been created as a spin off from the NGO Asociación Tetuani de Iniciativas Sociolaborales (ATIL) with the support from the project “Programme of formation and technical and financial support for the creation of micro and small in the area of Tétouan” (2247/APS/MAR) run by the Italian NGO Associazione per la Partecipazione allo Sviluppo (APS)  and co financed by the Italian Ministry of Foreign Affairs and the Agence pour la Promotion et le Développment Economique et Social des Préfectures du Nord du Royaume (APDN). ATIL Micro Crédit has started its operation in May 2001. ATIL Micro Crédit is pursing a strategy to differentiate its image from the “mother” NGO ATIL as shown by the recent step of creating a new logo.

NGOs in Morocco are regulated with the “Dahir” of 15 November 1958 integrated by the “Dahir” of 10 April 1973. In addition as Microcredit Association ATIL Micro Crédit is also regulated by the “Dahir” of 1 April 1999 which structure the microcredit sector establishing the duty to communicate the characteristics of loans (transparency), interest rate ceiling, the constitution of a Federation of Microcredit Association, and tax exception in the first years of activity.

Governance Structure

The “owner” of ATIL Micro Crédit consists of the members of the board. At the moment the members are nine. Most of them have experience in the banking sector or have worked as administrative director and legal expert.

Usually the boards meetings are kept once a month. With the ending of the project with APS the board has increased substantially its participation in the definition of strategic objectives also thank to specific training and involvement with microcredit international conferences and workshops. The relation between the board and the manager are getting more structured in relation to monitoring of targets but there are spaces of increasing quality of report formats.

Mission and objectives

The mission of ATIL Micro Crédit, as stated in the ATIL Micro Crédit Strategic Plan is to promote a model of fair local economic development in the Prefecture of Tétouan strengthening the micro and small enterprises and the creation of feasible economic activities for discriminated persons through microcredit services and integrated support (formation, technical assistance and commercialization).

The fundamental objective of ATIL Micro Crédit is to promote the microfinance sector in Morocco as a mean to support in a lasting access to the populations discriminated by the classic financial system as a tool to fight poverty.

Other specific objectives of ATIL Micro Crédit are:

· To increase professionalism looking for self-sufficiency through the utilisation of customised credit methodologies, the establishment of deontological rules and the capacity of training of qualified staff in the field of microfinance;

· To integrate the women with attitudes and know-how in economic life and promote their full empowerment in the local development;

· To guarantee the follow-up, assistance and support to the beneficiaries;

· To involve multiples partnerships with the local development actors.

Staffing

The staff of is actually composed by 1 general manager, 1 accountant, 1 administrative manager, 1 secretary and 5 credit officers. With the prospects of expansion of the network of branches from the actual 3 to 5 in the next years seems important to create a credit department.

Same functions as legal services and informatics have been outsourced with specific contracts due to the small dimension this ONG. Same occasional consultancies offered generally free of charge by international donors (USAID, Planet Finance, Price Waterhouse etc.) have offered analysis and also recommendations and suggestions of operational changes.

Remuneration in the case of credit officer is connected to productivity and quality of portfolio. The general manager has a higher remuneration but is not connected to targets established by the board. Other incentive consists of a policy of sponsor total or partial cost of training.

The annual turn-over is about 11% which seems sustainable. The working environment is considered pleasant with a high flow of information among the staff in a cooperative attitude, probably due to the role of the head office as main credit branch.  

Head Office and Branches

ATIL Micro Crédit has the Head office in Tétouan and 2 branches in Martil and Oued Laou. The head office is strongly involved in the credit activities. The following table shows as 75% of active clients and 80% of outstanding credit portfolio has been generated by the activity of the head office and ATIL Micro Crédit is planning to move the more specific head office functions in another place transforming the actual head office in a branch.
	Portfolio ATIL Micro Crédit - April 2005
	 
	 

	
	Number Active Credits
	
	Outstanding portfolio (in dirham)

	Tétouan
	1296
	75,3%
	4.260.000  
	80,7%

	Martil 
	280
	16,3%
	735.000  
	13,9%

	Oued Laou
	145
	8,4%
	286.000  
	5,4%

	Total
	1721
	100,0%
	5.281.000  
	100,0%


The low productivity of branches is due to the recent creation (Martil and Oued Laou), the lower presence of creditworthy microenterprise, and the lower experience of new credit officers. The activation of credit line for rural women, ecotourism activities, and artisanal fishery should indicate in the near future a growing role of branches. Other planned branch openings are in M’diq and Chefchauen.

Other services

ATIL offer compulsory training tied to microcredit services consisting of accounting and marketing modules (1 hour each) alongside informative communications on the functioning and obligations of the credit contract. The marketing module derive from a program of ATIL the NGO that participate in the creation of ATIL Microcredit and results appropriate for only a portion of ATIL Micro Crédit clients (mainly craftsmen). The overall approach to microcredit could be considered minimalist.

ATIL has also offered same business development services (access to alternative markets for craftsmen through the organization of crafts fair in Martil) thanks to the financial support of the APS project but there is not intention in the near future to replicate the initiative.

Credit services

Characteristics

ATIL Micro Credit offer group credit and individual credit. Group credit consists of credit ranging from 1.000 to 10.000 dirham (from about 90 to 900 euro) for each of the 4 component of the group. Repayment is every two weeks. Group credit length ranges from 6 to 12 months.

Individual credit range from 10.000 to 20.000 dirham (from about 900 to 1.800 euro) repayment is every month. Credit length ranges from 6 to 18 months. Individual credit is directed mainly to the clients of the credit group that have shown good track records with the institution.

Both credit types have a grace period of 25 days.

Guarantee forms

The forms of guarantees required are solidarity in the case of group credit while in the case of individual credit a portion of the guarantee is made by machinery, input and raw material that are bought directly by ATIL Micro Crédit.

Incentives

A form of incentive for repayment is the automatic renewal of the credit (usually of a superior amount) in the case of regular payment of the instalments.

Fee and commissions

There are fees of 20 dirham (around 2 euro) for group credit and 50 dirham (around 5 euro) for individual credits. The clients are also obliged to pay an insurance of the same amount to cover the credit risk connected to extreme causalities.

Outreach

Poverty

In April 2005 the average active credit is 3.068 dirham (about 270 euro). 4 clients applying for a new credit interviewed during the mission (6-11 May 2005) confirm an average loan of 2.525 dirham (230 euro).

The average credit amount signals the poverty level of the clients, even if for the case of higher individual loans it is possible to find same relatively wealthy owner of a small enterprise mainly in the case of individual credit.

The following table shows the stratification for income level of the clients of ATIL Micro Crédit at end of March 2005. It can be easily note that 70,3% of group credit clients and 41,3% of individual credit clients have a monthly familiar income of less than 2.500 dirham (equivalent to about 220 euro). It is important to consider that the average size of the families of ATIL Micro Crédit clients is 5-6 persons, giving a dramatic picture of economic deprivation of the target population.

	Income Levels of clients-March 2005

	 
	Group credit
	Individual credit

	<1500 dirham
	35,0%
	24,5%

	1.500-2.500 dirham
	35,3%
	16,8%

	2.500-3.500 dirham
	24,3%
	27,7%

	>4000 dirham
	5,4%
	31,0%


The impact evaluation run in 2004 with on a sample of around 200 clients confirms the profile of the low income clientele that access ATIL Micro Crédit services
.

Education

In relation to alphabetisation of the clients, the following table shows that at the end of March 2005 64% of group credit clients and 95% of individual credit clients were literate. The high level of alphabetisation is due to the actual concentration of ATIL Micro Crédit activities in urban and semi-urban areas and should not be intended as a proxy of wealth. Women have a substantial lower level of alphabetisation in the case of group credits clients (23 points of differential).

	Alphabetisation - March 2005

	
	Group credit
	Individual credit

	 
	men
	women
	total
	men
	women
	total

	Literate
	87%
	64%
	73%
	96%
	92%
	95%

	Illiterate
	13%
	36%
	27%
	4%
	8%
	5%


It should be noted that the forecasted expansion in the rural areas will probably reduce the alphabetisation of ATIL Micro Crédit clients.

Gender

In April 2005 women clients represent 60% of group credit portfolio and 25% of individual credit portfolio. The low percentage of women in the individual credit show the women clients are more concentrated in more informal and survival form of self-employment but credit characteristics are gender oriented, since the individual credit do not require collateral, an usual obstacle for women to access credit. The President anyway has stated that the institution has given priority to finance more structured micro enterprises owned by women especially start-up, within the objective of financial sustainability due to high risk of seed capital.

At aggregate level women clients represents around 56% of the total portfolio as number of active credits. With a widespread gender credit rationing in Morocco ATIL Micro Crédit show an important indicator of depth of outreach of women clients.

Rural

Rural credits represent a small portion of the portfolio in line with the majority of micro credit institutions in Morocco. In April 2005 rural credits represent 8,4% of number active credits and 5,4% of amount of active credits. By the way the recent activation of an eco-tourist credit line and of program direct to small fishermen suggests the possibility of a rapid increase of rural orientation of ATIL Micro Crédit.

Main founding sources

Main founding sources are represented by APS that financed with donation the first 3 years of the operative costs and a credit fund and the Agence pour la Promotion et le Développment Economique et Social des Préfectures du Nord du Royaume that has given a credit fund with soft terms (zero interest rate) and has financed same start-up costs.

Other important sources of funding are:

· USAID with a donation of about 30.000 euro to promote entrepreneurship among rural women in the region of Martil and Oued Lau

· MOVIMONDO (Italian NGO) with a donation of a credit fund of about 80.000 euro directed to micro enterprises involved in eco tourist activities in the North of Morocco (project “Valorisation  of eco-tourist potentials for the social and economic development in the Provinces of Tétouan and Chefchaouen”)
.

· Agence du Développement Social (ADS) with a donation of 12.000 euro for start-up costs and a credit fund at concessional terms (zero interest rate) of 120.000 euro, directed to promote artisanal fishery in the North of Morocco

The president of ATIL Micro Crédit has signalled the Hassan II Fund as possible future source of funding.

Management information system

Hardware and software

ATIL has a good availability of computer (in Windows system) with 1 computer for each employee. The more used soft-wares are the Office ones, in particular to manage the information system until now has been used Excel to monitor the portfolio and CIEL Compta for accountancy system.

The effort to create a MIS to track portfolio and monitor impact in Access, to be used in parallel with the accountancy software CIEL Compta, has been abandoned for stability problems. At the moment ATIL Micro Credit together with other 4 small and medium microcredit associations in Morocco is going to receive a specific support from ASMA, a USAID founded program. ATIL Micro Crédit will contribute with its own funds for each licence and will also pay full cost for the technical assistance and training. The donation with this MIS support is equivalent to a donation of about 50.000 euro. It will be probably installed in the second half of 2005 and will function in parallel with the old MIS.

Reports

Reports are produced on a monthly base at aggregate level on active and accumulated credits portfolio (stratified for typology, gender, sector, age, income, formalization level of the microenterprise). Other reports to donors on credits disbursed for each project are produced on occasional base (generally every 3-6 months). Each year (usually march) financial statements are audited and integrating the statements with additional information same basic ratio on operational and administrative efficiency, productivity, financial margins and quality of portfolio are built.

There is a limited capacity to analysis these ratios critically for operative and strategic decisions and actions form the board members
MIS staff

ATIL Micro Crédit does not have specific staff for MIS, due to its limited size and resources (informatics assistance has been outsourced). The manager and the staff have received specific training on MIS for Microfinance Institutions with a specific emphasis in the introduction of a new MIS. The existing MIS does not have basic security characteristics and everybody can access the MIS and modify data but the controls are efficient even if informal. The MIS that will be installed with ASMA support has relevant security features.

Procedures and complementary information

ATIL Micro Crédit disposes of the following documents: Credit Rule, Procedures Handbook and Functions Handbook.

Sustainability and efficiency

The trends analysis has been run on audited financial statement of the years 2002, 2003 and 2004. Financial statements have been adjusted following CGAP standards in relation to subsidy and inflation.

Sustainability

ATIL Microcredit shows a positive trend in the operational sustainability passing from 28,4% in 2002 to 91,4% in 2004. It should be noted that the ratio of financial sustainability in 2004 refers to the all year but it seems reasonable to impute a full operational sustainability at the end of 2004.

	Operational sustainability
	 
	 
	 

	 
	2002
	2003
	2004

	Operational costs (including subsidy in nature) in dirham
	  1.055.469   
	     929.926   
	     869.112   

	Financial revenues (interest rate and fees) in dirham
	     299.786   
	     524.196   
	     794.018   

	Operational sustainability
	28,4%
	56,4%
	91,4%


The high operational cost in 2002 is due to the cost of training and to high subventions in nature connected to the project of APS (mainly technical assistance of international experts).

Best Microcredit institutions reach full operational sustainability in 3-5 years and ATIL Micro Credit is able to respect the article 6 of the “Dahir” of 1 April 1999 that oblige Microcredit Associations to reach sustainability in a maximum period of 5 years from the authorisation from the Ministry of Finance.

Financial sustainability depends crucially on the imputation of the opportunity cost of capital. Considering the programmed inflation as the minimum opportunity cost of capital it is possible to reach a full financial sustainability at a level of around 105% of operational sustainability, that ATIL Micro Credit will probably reach during the 2005 

Productivity and efficiency

The evolution of productivity ratios shows in the last three years has been particularly good. Number of credit per credit officer has passed from 222 in 2002 to 400 in 2004 while Portfolio per credit officer has passed from 590.402 dirham (around 53.000 euro) in 2002 to  653.598 dirham in 2004 (around 60.000 euro). 

	Productivity

	 
	2002
	2003
	2004

	Number of credit officers
	3
	4
	5

	Number of active credit
	665
	1230
	2000

	Outstanding portfolio (in dirham)
	  1.771.205   
	  3.062.174   
	  3.267.988   

	Number of credit per credit officer
	222
	308
	400

	Portfolio per credit officer (in dirham)
	     590.402   
	     765.544   
	     653.598   


The evolution of Number of credit per credit officer has been better compared to Portfolio per credit officer since ATIL Micro Credit has concentrated its activities more on group credit than individual credit and has also reduced the maximum amount for individual credit.

Compared to benchmarking of microcredit institution in Morocco it should be noted that the Number of credit per credit officer reached in 2004 represents a limit, increasing this productivity ratio tends to decrease probably the portfolio quality.

Portfolio quality and prudential policy

Delinquency and loan loss provision 

The portfolio of ATIL Micro Crédit has shown in the three years considered a rapid growth with a relative slow down in 2004. The quality of portfolio has declined during these years. A declining quality of portfolio could be considered structural in the case of a rapid growth of the outreach of a microcredit institution but it is the data relative to 2004 that should focus attention. 

Data on delinquency and on portfolio at risk are not available for 2004. By the way loan loss provision for 2004 shows a rapid increase that it reasonable to connect to a parallel evolution of the portfolio quality. 

	Portfolio quality and loan loss provision

	
	2002
	2003
	2004

	Active portfolio (in dirham)
	1.738.623  
	3.062.174  
	3.267.988  

	Delinquency
	1,35%
	2,06%
	n.a.

	Portfolio at risk
	3,21%
	4,96%
	n.a.

	Loan loss provision 
	1,87%
	3,28%
	6,23%


Manager and staff have partially tackled the problem of the quality of portfolio reinforcing the training of the new staff and reforming the characteristics of the individual credit  that have resulted as the more risky (reducing the maximum amount and concentrate the target clients among tested group credit clients).

The existence of substantial liquidity surplus, relative to the size of the institution, indicates the conservative approach to the expansion of the portfolio.

In relation to the prudential policy it should be noted that there is not a clear procedure for write-off of overdue loans and for rescheduled loans.

Liquidity management 

In relation to liquidity management ATIL Micro Crédit has shown same liquidity shortage in the past, intended as the capacity to finance credit worthy applications and repeated loans. These liquidity shortages have been caused mainly by the uncertainty in the disbursements from international donors.

At the moment ATIL Micro Crédit show a substantial surplus due to the activations of new projects. In the medium-long run ATIL Micro Crédit should develop or activate a model to better plan and manage its liquidity.

Concluding Remarks

ATIL Micro Crédit is a small microcredit institution with around 2000 active clients and a full operational sustainability and possibly a full financial sustainability during 2005. It is extending the outreach, concentrating credit services on the lower segment of poor people and giving more importance to rural areas, where around 60% of the population is living under the poverty line.

At the moment it is at a crucial point of transformation from a small microcredit institution to a medium size one. The rapid growth of the portfolio, the activation of new projects (which in same case has also implied new microcredit services) and the opening of new branches, given the actual limited size of the institution, could strain the capacity of the management information system and the quality of portfolio.

Adjusting the MIS, in a gradual way and in parallel to the old one, and keeping under control the quality of portfolio (recruiting new credit officers, increasing on the job training and reinforcing of internal controls) even if this imply a slower growth of portfolio compared to the operative planning 2004-2008 could put the base of a more stable development of ATIL Micro Credit, as a local micro credit institution with deep roots in the North of Morocco.

� Luciano Bonomo, Projet de un Système d’Evaluation d’Impact : Un vérification empirique pour ATIL Micro Crédit. Maroc, août 2004, mimeo.





� The localities of the eco-tourism Project are: TALAMBOTE, OULAD ALI MANSOUR, BNI SAID, BNI DARKOUL, STIHAT, TIZGAN, TASSIFT, BAB TAZA, ZAOUIAT SIDI KACEM, OUED LAOU (Municipality), EL OUED, ZAITOUN et AZLA.





