Summary 
This paper constitutes a condensed synthesis of my internship project, entitled “Reflection on drought risk management linked to rural and agropastoral loan of Al Amana”. This latter is born from two observations made at the beginning of my internship. Firstly, there is an exponential ruralization of the loan portfolio of Al Amana within only three years. Indeed, created in 1997, Al Amana has begun its activities in rural areas only in 2004. Secondly, I learnt that drought risk was a common characteristic of the Moroccan semi-arid climate. Moreover, a rise in the frequency and intensity of drought episodes has been observed for more than two decades in Morocco. Therefore, my primary interest was to analyze in-depth the relation between the simultaneous increase in portfolio ruralization of Al Amana and drought episodes in Morocco in order to highlight the potential negative repercussions on the global portfolio.

The framework of this paper is composed by three parts. First of all, there is a global presentation of the context, marked by a present simultaneous increase in the portfolio ruralization of Al Amana and the drought episodes in Morocco. Then, the implications of this context, that is to say the correlation between drought and rural capital at risk, are exposed. Thirdly, after having highlighted the rural risks for Al Amana, a set of potential solutions in terms of drought management tools are presented.
The rural solidarity group lending has been generalized through the outposts’ network since essentially 2005. The dominant activity financed by Al Amana in rural areas is breeding, as the agropastoral loan represented around 70% of the whole rural loans in terms of amount outstanding at the end of August 2007. Moreover, according to the approved future prospects, the agropastoral loan will represent the spearhead of growth of Al Amana. At the same time, it is observed that drought episodes are increasingly frequent and intense in Morocco, causing heavy economic, social and environmental damages. At the present, there is a drought year around each two or three years in Morocco. Consequently, agriculture and breeding sectors suffer more and more from harmful drought effects, making the rural loan less effective in terms of development impact.

Insofar as breeders constitute the major part of the rural clients of Al Amana, it is unavoidable that systemic drought effects affect the repayment capacity of a large number of breeders. As a result, it would be likely that drought slows down the growth of Al Amana. According to the rural loan risk analysis dating from the eleventh of May 2007, agropastoral loan had a proportion of 52% of the total capital at risk. Besides, activities linked to livestock represented around 40% of the whole activities financed by Al Amana in seven areas over twelve in terms of amount outstanding. Those figures are alarming insofar as rural capital at risk has grown from that time. Moreover, according to Yasmina Sbaï Tanji, Head of the Rural Loan within Al Amana, the drought risk seems to be more and more confirmed in the field.

Therefore, there is a strong necessity to develop one or even several drought management tools in order to more securitize rural repayments. My research during my internship led to a classification of two types of drought management mean: self-management and management through partnership.

The first ones can be divided into two categories: the management in the field and the financial management from the headquarters. On the one hand, there is the possibility to alleviate drought risk through formation criteria of solidarity group aimed to diversify the type of activity of each group member. On the other hand, field officers can operate as “rural consultants” in order to guide the clients’ activities. The financial management refers to either a specific guarantee fund for climatic hazards financed by the clients themselves, or the appeal to derivative climatic products linked to capital markets.

The second ones are focused on drought management through partnership with an agricultural insurance company, namely the Mutuelle Agricole Marocaine d’Assurances and the Ministry of Agriculture. The first idea consists in the offer of agricultural climatic insurance product, such as rainfall (or vegetation)-index insurance, drought program for cereals or cattle mortality insurance. The second idea refers to a participation and integration of Al Amana into the governmental programs dedicated to a sustainable management of natural resources linked to agriculture and breeding.   

As my research were fruitful in terms of external contact and meeting with several specialists in the scope of “rural risks” during my internship, I have decided to put my results on paper, insofar as this subject was “blank” within Al Amana. My personal interest was to analyze the interconnection between different disciplines concerned by the same issue in order to give an exhaustive macroeconomic vision of it. The final objective of my paper is to highlight the fact that a national problem, such as drought, requires a coordination between the different actors concerned by this issue, in order to make the whole actions led effective and sustainable.
2

