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Country: Morocco

Social and Economic Background of Morocco

According to the World Bank, in 2004, Morocco had a population of 30.6 million people, 63% of whom were between the ages of 15 and 64. In 1999, 2% of Morocco’s population lived on under $1 USD per day and 14% lived on under $2 USD per day based on the World Bank World Development Indicators. The 2004 PPP adjusted GDP per capita in terms of current international dollars was $44,160, a 3.73% increase from $44,010 in 2003. Morocco had an unemployment rate of 11.9% in 2003, according to the International Labor Organization (ILO). The World Bank reports that the informal sector constituted 36.4% of Morocco’s GNI in 2003. From 2004 to 2005, the remittances Morocco received amounted to $3.72 billion current USD based on IMF data. According to the World Bank, the GINI coefficient for Morocco in 1999 was 0.4 (the UN data for GINI was collected in 1998, but not in 2003). The IMF estimates that Morocco’s M2/GDP ratio was 0.9  in 2004. In 2003, Morocco had received $2,279 million in FDI net inflow and $523 million in foreign aid and development assistance (both in current USD) according to the IMF and OECD. 
The currency of Morocco is the Moroccan Dirham (MAD). The Dirham is pegged to a basket of currencies dominated by the Euro. The average exchange rate was MAD11.02:US$1 in 2002, MAD9.57:US$1 in 2003 and MAD8.87:US$1 in 2004, according to the Economist Intelligence Unit (EIU).

Morocco has completed the World Bank and IMF’s Financial Sector Assessment Program (FSAP). Microfinance issues are covered in the Financial Sector Assessment (FSA) report and the Financial Sector Stability Assessment (FSSA) report for 2003.
Doing Business in Morocco
The World Bank uses several indicators to assess the business environment of a country. In Morocco, entrepreneurs are required to go through 5 steps and 11 days to launch a business, at a cost of 12.3 % of GNI per capita in 2004. Registering property requires 3 steps and 82 days. It costs 62.2% of GNI per capita to create collateral. Morocco scores 4 on a scale from 0 to 7 for the Disclosure Index that measures the government protection of private business owners and investors. 

According to the World Bank, official credit registry exists and covers 6 borrowers per 1000 adults. In terms of the World Bank’s Credit Information Index rating, Morocco scores 2 on a scale from 0 to 6. 

Regulatory and Legal Environment of Morocco

According to the World Bank, it takes 17 procedures and 240 days from the time a plaintiff files a lawsuit for overdue debt until he or she is actually compensated. The cost of enforcing contracts in terms of legal and court fees amounts to 17.7% of the value of the debt. Filing bankruptcy takes about 1.8 years and the costs associated with it in terms of estate value amounts to 18%. The average recovery rate for creditors is $0.351 per U.S. dollar. 

According to Xavier Reille and Timothy R. Lyman of CGAP, Morocco adopted the Microcredit Associations Law in 1999. Because the Microcredit Associations Law permits only lending activities and related technical assistance, no MFI currently offers savings, transfer or insurance services.  The law limits microcredit lending to a maximum of US$ 5,885, but the Ministry of Finance has set a lower limit of US$3,530 by decree. Initially the law required all microcredit lending to be extended for business purposes, but this has now been liberalized to include certain types of housing and infrastructure lending (domestic water and electricity), as well as certain lending linked to tourism promotion. The Ministry of Finance has the power to impose a ceiling on an MFI’s interest rates and other commissions and fees, but the Ministry has not exercised this right.
According to Dr. Fouzi Mourji of the University of Hassan II, Casablanca, MFIs are supervised by the Ministry of Finance and are required to be audited. The Ministry of Finance is supposed to determine interest rates, though this has yet to happen. To assist with microfinance activities, the Ministry of Finance has decided to give MFIs US$ 10 million for loan capital. For resolving any issues related to the microfinance industry, the law states that the Ministry of Finance will be advised by a committee composed of microcredit practitioners, representatives of the Central Bank, a professional bankers' group (GPBM), the Ministry of Trade and Industry and the Federation of Microcredit practitioners.

CGAP reports that commercial banks and other financing firms are subject to interest rate ceilings set by the Ministry of Finance and the Central Bank. These interest rates include all fees. By law, only licensed MFIs can provide microfinance services.
According to Reille and Lyman, the draft Finance Law for 2005 mentions a bill, expected to be passed imminently, that expands the Central Bank’s oversight jurisdiction to all financial institutions, including the few types – such as microcredit associations – that are not already subject to the Central Bank’s oversight.

Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Morocco
According to CGAP, in Morocco there are 13 to 14 classic deposit banks; 17 small credit banks that engage in collecting a small amount of savings and extending credit to its members; 3 specialized institutions that finance activity in particular sectors, such as real estate; and 49 financing companies. 

Based on the report by Dr. Mourji, in 2002, Morocco had 11 microfinance institutions registered with the government that reached over 180,000 clients. About 80% of the clients of MFIs are concentrated in urban and peri-urban areas. MFIs target mainly women, who account for 68% of their clients. MFIs in Morocco complement each other and cover different customer segments. The poorest clients tend to come from peri-urban and rural areas, while slightly wealthier clients generally live in urban regions.  It is estimated that less than 20% of demand for microfinance service is actually being met. There is significant demand for larger loans and better repayment schedules. In addition, there is also demand for new products such as housing credit. 

Dr. Mourji also states that two MFIs, the Association Al Amana and Foundation Zakoura, serve 76% of clients. Association Al Amana was founded in 1997 and is both sustainable and self-sufficient. As of June 30, 2002, it has disbursed 254,000 loans totaling 700 million dirham (around US$65.3 million in 2002 dollars). 58% of clients are women and the total value of the outstanding portfolio is $US 13 million. Foundation Zakoura was founded in 1995. Its services include solidarity-group and individual loans for women earning below the poverty line. As of June 30, 2002, Zakoura has disbursed 312,000 loans and 97% of their clients are women. The total value outstanding of the portfolio was US$ 6.7 million and the repayment rate was 99.7%. Seventeen percent of its branches are in rural areas where poverty is the most pronounced. Other MFIs are Fondation de la Banque Populaire pour le Micro-Credit serving 22,000 clients, Fondep serving 11,000 clients, AMSFF serving 3500 clients and Al Karama serving 2800 clients.

According to Reille and Lyman, because of the interest cap, no banks are providing microcredit directly. However, commercial banks partner with microcredit associations to access the market indirectly. Banques Populaires and Crédit Agricole have set up affiliated microcredit associations that bear their brand. Foreign and local banks have lent US$20 million to Al Amana and Zakoura in the first nine months of 2004.
Reille and Lyman also report that the Microcredit Associations Law requires all permit-holding microcredit associations to be members of an association. Its role is to be the representative of the associations in dealings with relevant public authorities, to support the development of the sector, and to develop a code of conduct and other standards and resources for the sector.

According to the SEEP network, Sanabel is a microfinance network of Arab countries based in Morocco. It provides technical assistance, policy advocacy and information dissemination services to its 33 members, 29 of which are MFIs. 

National Committee Activities in Morocco

Morocco’s National Committee was established in February of 2005. Its membership includes representatives from the government, bank associations, nonprofits/NGOs, and multilateral agencies. The official launch ceremony of the IYM was held in February and was presided over by the Prime Minister; a press release was published and an Impact Study of Microfinance was also presented. A series of forums have been held and more are scheduled for the rest of the year. Workshops and conferences are scheduled throughout the year to raise awareness of microfinance issues throughout the country. 

Morocco is organizing a series of professional networks targeted to reinforce the impact of microfinance at the national level; partners include Ministries and agencies of development, universities, the press, enterprises, financial sector, and civil society. The country also plans to be involved with the Global Microentrepreneurship Awards Programme.

The National Committee is developing recommendations for the evolution of a regulatory framework and is conducting a study on the perceptions of microfinance, governance of associations, and refinancing and structure of the funds. Additionally, the Committee in Morocco is developing an investment fund dedicated to microfinance and a strategy of intervention for the rural sector. 
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