

[image: image3.png]Nig

Triple 7~ Jump

advisory services





Triple Jump Advisory Services : Impact Study

Approach, Challenges and Results 

MFI partner:  UFM Louga, Senegal 





[image: image1.png]



Project : Improving internal controls and governance
UFM (Union financière mutualiste) Louga was created as a union in early 2008 to consolidate and professionalise various small rural savings and credit mutuals (mutuelles d'epargne et de credit - MECs) in three departments (Louga, Linguère and Kébémer) of northern Senegal where the main economic activity is agriculture and livestock. These MECs were previously partners of either Aquadev or CISV  (Cooperazione e sviluppo, an Italian NGO) and were in different stages of development. UFM spent the first two years consolidating the mutuelles  (they've adopted a hub and spokes model in certain areas to be closer to rural clients and to cut costs), cleaning up fraud, establishing procedures and systems, training field staff, standardizing products and testing new ones. UFM's strength is the close connection to the communities where it works  (in many communities, it is the only financial service provider), its commitment to improve access to financial services to microenterprises in rural areas and the dedication of its staff. Both clients and field staff noted positive changes in the mutuelles since they've joined the union in terms of professionalism, renewed dynamism and better access to loans.  

PARTNER SELECTION 

In early 2010, UFM Louga was selected as a Triple Jump Advisory Services partner due to its strong presence in rural and sometimes remote areas, competent management team at the Union level, and a commitment to diversify products to meet client needs.  Though UFM Louga’s financial performance indicated that the institution’s sustainability was not yet assured, UFM is also one of the first attempts in Senegal to bring together small, isolated mutuelles – which are generally the only financial services providers in their communities – and the noted improvements after two years indicated a willingness to make necessary changes and a good potential to succeed.  During the TJAS diagnostic, we identified strengthening the internal controls system as a key area to help UFM Louga manage risk, taking into account the institution’s geographical spread and limited budget.    

Project: Improving internal controls 

THE CHALLENGES

With 16 mutuelles spread out over three primarily rural departments with difficult roads, the one internal auditor of UFM Louga could not easily visit all the branches on a regular basis.  In addition, it was obvious that although many improvements had been made to standardize procedures, some mutuelles were not adhering to them or had difficulty doing so.  The TJAS diagnostic concluded that the institution depended too heavily on the internal auditor to cover internal controls and that the institution, at all levels, needed to become much more implicated in managing the risks faced by an institution such as UFM Louga, including cases of fraud, poor supervision of staff handling cash, poor reporting capacity and poorly trained staff and boards (each mutuelle has its own board, made up of client representatives).  As with many cooperative structures, effective governance depends heavily on board and credit committee members and few members have the skills  or experience necessary to oversee a financial institution, given that the mutuelles in question are in remote and rural areas.  At the same time, UFM Louga did not have the budget to hire more staff or to provide extensive training.  In our discussions with UFM Louga management, we decided to focus on how to improve internal controls in a cost-effective, sustainable manner.  

THE SOLUTION 
TJAS deployed a consultant, with many years of experience in microfinance in Senegal with a strong operational and training background, to work in the field with the institution and more specifically the internal auditor for a period of several months. As a first step, the consultant did an in-depth risk assessment at the Union level and with a sampling of the mutuelles (especially amongst those experiencing the most difficulties) to diagnose where internal controls and general operations were weakest and propose some recommendations to address the issues.  The findings included several key points: lack of training of board members (at the mutuelle level especially), inconsistent application of procedures (or lack of procedures), unclear lines of communications and reporting between the mutuelles and the HQ staff and even between the different HQ departments, an MIS that was performing subpar and the need to rethink staff assignments. 

Once the findings and recommendations were presented and discussed by the management and the board, UFM Louga created an action plan to address these various issues, with a focus on which changes could be implemented quickly, medium-term and long-term. The consultant worked with the internal auditor to improve procedures (credit, accounting, HR, etc),  provided guidance on drafting the internal audit manual, worked with the Training Manager to put together training materials for the staff and for the board, and to ensure that the action plan was being followed.  

IMPACT

As a result of the project, UFM Louga has updated its procedures and made sure that they are available in all 16 mutuelles,  as well as coached the staff on them. Checking compliance with these updated procedures is now part of the work carried out by the internal audit team during  branch visits.  HQ staff has also focused on improving the MIS to work out bugs and update it. In terms of personnel, the internal auditor now has an assistant, and two area technical advisors -- who had been previously based under the Training Manager -- are now working for the Operations Manager and their roles in improving internal controls have been significantly strengthened. 
Personnel changes have also occurred in the mutuelles and new managers have been recruited in the poorly performing ones and new loan officers have been hired. Each mutuelle now has clearly defined targets and budget and, by the end of 2011, an incentive scheme will be put in place to motivate field staff to improve performance.  Very importantly as well, as a result of the consultant’s discussions with the board members at the mutuelle level, board members now have a much clearer idea of their role and responsibilities and by the end of Q3 2011, a significant portion of the mutuelle board members will have received training.  
CONCLUSION
The project on improving internal controls at UFM Louga has had widespread and positive ramifications on the institution, and not just in terms of improving procedures and putting them into practice.  UFM Louga, through the action plan which they were instrumental in creating and are committed to following, has improved HR policies, given the mutuelles tools to track their progress, reinvigorated board member participation in the supervision of the mutuelles, restarted discussions with their MIS developer to fix bugs and update the software and, in general, reinforced the change process throughout the institution.  The key to the project was in diagnosing specific areas of risk, suggesting feasible and practical solutions and giving clear responsibilities to specific staff members to carry them out. Through  the consultant’s efforts to engage with all levels of staff and board members of the different mutuelles, the institution at all levels has a clearer vision of how to reach its objectives.   As the internal auditor says, “ we used to have yearly workplans but the process of developing  an action plan with the TJAS consultant has given us something we own and feel responsible for and can use continuously to guide us.  This project will have even more impact in years to come.’’
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