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Implementation of the European Progress Microfinance Facility

PURPOSE: to present a report on the implementation of the European Progress Microfinance Facility for employment and social inclusion in
2013.

CONTENT: initiated in 2010 by the European Commission, Progress Microfinance will continue to offer its products to microcredit providers to
allow for improved accessibility and availability of microfinance in the European Union until April 2016 at the latest.

Aim of the Facility: its main aim is to support microfinance via a wide range of instruments, in particular, guarantees and funded instruments.

In addition to EU funding of EUR 105 million, it also benefits from an additional EUR 100 million provided by the European Investment Bank.
Progress Microfinance consists of two parts: one provides microfinance intermediaries (MFIs) with guarantees, and the other provides MFIs
with funded investments, such as loans and equity. Both parts are managed by the European Investment Fund (EIF).

State of play in 2013: the report looked at activities and developments in Progress Microfinance in 2013. It presented information on the
support to intermediaries and final recipients. It then looked at the social impact of Progress Microfinance and its complementarity with other
EU instruments. Lastly, it presented the outlook for the future is outlined, including views on the successor financial instrument under the 

 (EaSI), implementation of which will begin in the second semester of 2014.Programme for Employment and Social Innovation

Its main conclusions may be summarised as follows:

support to intermediaries and final recipients: microcredit providers (i.e. public and private entities, including both banks and
non-banks) play a crucial role in reaching the Progress Microfinances goal of disbursing EUR 500 million through 46 000 microloans to
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final recipients. In 2013, the expectation was confirmed that, following a slow initial take up, there would be a steady rise in providing
 to final recipients. The rise from 26 microcredit providers in 2012 to 40 providers in 2013 across 54 operations, and themicroloans

increase in geographical coverage represent an important milestone towards reaching this target. The significant unmet demand for
microloans throughout the EU has been addressed by extending Progress Microfinance activities into three new Member States in

 (Denmark, Slovakia and the UK) with two more to come in 2014 (Sweden and Croatia). At the reporting date, there were 2013 12 690
, with some of these benefiting from more than one microloan. Sector distribution remains broadly similar to 2012, withfinal recipients

more than half of final recipients coming from trade (which saw a 3 % increase since last year) and agriculture (down by 7%);
guarantees: the number of intermediaries supported by a guarantee increased from 12 in 2012 to 27 at the end of 2013. As more
guarantee contracts are currently in the pipeline, it is likely that the overall guarantee budget provided by the EU will be fully used by

. The total commitment to microcredit providers amounts to  (including guarantees, where the totalthe end of 2014 EUR 134.7 million
cap amount is EUR 20.7 million), and the total disbursement of funded instruments is EUR 60.17 million. The net amount of called
guarantees is relatively low, at EUR 1.34 million, with FM Bank and Qredits having called almost 90% of this amount. The net amount
of called guarantees is expected to increase significantly over time. As of the end of March 2014, this had increased to EUR 2.11
million. When issuing new financial instruments under EaSI 2014-20, the provision of guarantees to microfinance intermediaries will be
prioritised;
social and employment impact: the social reports confirm that, with sufficient funding, entrepreneurship can flourish and can help
disadvantaged groups find a way out of unemployment. Although the majority of loan takers are in the main age group of 25-54
year-olds (84.4 %), the data collected show that Progress Microfinance continues to work with a significant group of final recipients
aged under 25, with 5.9 % of recipients in this age group (compared to 5.2 % last year);
synergies with other European Union instruments: to better reach out to final recipients and further develop the microfinance market in
the EU, Progress Microfinance aims to create added value by ensuring efficient coordination and smart complementarity with other EU
instruments. All microcredit providers are required to work with entities providing training and mentoring services, particularly those
supported by the European Social Fund (ESF). According to the interim evaluations preliminary results, around 50 % of microcredit
providers have done this.

EaSI: the report recalled that in 2014, activity in the third axis of EaSI will begin. Lessons learned from Progress Microfinance have fed into the
design of the financial instruments in this axis of the programme and in deciding to give increased attention to capacity-building for microcredit
providers.  will also be offered under the first axis of EaSI.More technical assistance

Perspectives: the report stated that Progress Microfinance will , as planned, to keep addressing thecontinue to offer its products until 2016
financing gap on the EU microfinance market. After Progress Microfinance ends, the balance due to the EU will be used for microfinance and
social enterprise support under EaSI.

Implementation of the European Progress Microfinance Facility

The Committee on Employment and Social Affairs adopted a report by Sven SCHULZE (EPP, DE) in response to the report on the
implementation of the European Progress Microfinance Facility (EPMF).

Members stressed the  such as the Facility in  in creating new undertakings,importance of a financial instrument times of financial crisis
promoting new employment and ensuring that unemployed, disadvantaged people and microenterprises have access to financing, while
mitigating the risk for microfinance intermediaries (MFIs).

Members recommended the following:

Increasing access to microfinance: the report noted that the , in spite of the factimpact on employment creation was less than initially expected
that many recipients would have been completely excluded from the credit market were it not for microcredit. It regretted the high number of

 for microfinance (almost 2 000 applications were rejected, partly on grounds of over-indebtedness of persons andrejected applications
undertakings) and the still , despite the increase in the number of micro-borrowers.significant microfinance market gap

Members stressed the need to:

provide  concerning the Facility and the means of access to it; contact points may be created to thisgreater publicity and information
effect;
enlarge the geographical scope of the Facility, in order to reach every Member State and to  of the Facilitywiden the sectorial scope
beyond the agriculture and trade sectors.

The report called for the Facility to take account of the added value of projects in regions with severe and permanent natural or demographic
, such as sparsely populated regions and regions undergoing depopulation, since this will not only stimulate job creation there buthandicaps

also help maintain population levels. It urged the Commission and the EIF to make the Microfinance and Social Entrepreneurship axis of the 
 (EaSI) operational as soon as possible so as to secure access to moneyEuropean Union Programme for Employment and Social Innovation

for the beneficiaries.

The Commission and the Member States are encouraged to gather and assess data on the characteristics of microenterprises, their needs
and their survival rates, and to , if necessary, during the mid-term review.propose adjustments to the EaSI Regulation

Reaching target groups and social impact reporting: Members deplored the fact that, owing to the lack of well-defined social reporting, the
social impact of the Facility has not been measured more accurately in terms of job creation, business sustainability and minority group
outreach. They called on the Commission, therefore, to adhere to standards for social performance measurements in an empirical way so as
to , also with regard to the Europe 2020 targets and to assess whether the definition of target groups,ensure the highest social impact
including people with disabilities, needs to be clarified further.

Furthermore, the Commission is called upon to:

focus its efforts to improve access to microfinance for , such as migrants, refugees, long-term unemployed,potentially excluded clients
young people, low-income persons, low-skilled workers and people with disabilities, who are currently not benefiting enough from the
Facility;
view  as a target group; refugees and asylum seekers
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multiply the initiatives and funding available for granting microcredit to ;innovative start-ups run by young people
take into account the benefits of microfinance for , including the creation of sustainable jobs;women
improve  after repayment of the microcredit.methods of evaluating the viability, and the impact within their community, of businesses

Supporting the social economy: Members regretted that the Facility has not funded a significant number of social enterprises. They welcomed
the fact, therefore, that a specific percentage of the EaSI budget is dedicated to the funding of social enterprises and encouraged the
Commission to closely monitor this new feature and to assess, and if necessary review, the cap stipulated for loans to social enterprises under

.EaSI

Mentoring and training services and complementarity with other instruments: the report welcomed the possibility under EaSI of funding
capacity-building of MFIs and technical assistance for MFIs to improve their professionalisation, service delivery, and gathering and processing
of data to allow better feedback about the Facility. It proposed, therefore, the establishment of: (i) a  where projects can be presentedwebsite
and information about them found, and; (ii) a  which includes credit information and perhaps the possibility of drawingCommunity database
attention to any obstacles.

Members noted that  of all entrepreneurs supported by the Facility existed for less than one year, while  were still in existence the44% 56%
year after. They called on the Commission to:

further evaluate the viability of the micro-businesses financed through the Facility;
encourage the development of employment sustainability through adequate , financed under EaSI;guidance and training
investigate future financing avenues with appropriate new instruments in partnership with national or Union funds.

The European Social Funds (ESFs) should provide key financing for creating enterprises, viable microfinance and social entrepreneurship,
together with mentoring and training programmes. They also called on the Commission and the Member States to ensure that  isEFSI
available to finance microenterprises.

Microfinance intermediaries: the report encouraged the Commission to coordinate ESF and EaSI support in order to improve complementarity
between the two programmes, with regard to Microfinance Facilities, focusing among other things on  between MFIs and businesscooperation
support centres co-financed by the ESF. Members recommended that the procedure for access to the instrument be  and thatsimplified
agreements between MFIs and the EIF be more flexible and easier to understand, allowing smaller MFIs to make full use of the funding
instruments and the EIFs facilities quickly.

The Commission is called upon to , as well as with stakeholders currently not included,strengthen its dialogue with microfinance actors
regarding the accessibility, use and design of the products to be offered under Union-funded programmes.

Implementation of the European Progress Microfinance Facility

The European Parliament adopted by 607 votes to 68 with 16 abstentions, a legislative resolution in response to the Commission report on the
implementation of the European Progress Microfinance Facility (EPMF).

To recall, the objective of the EPMF is to increase access to microfinance for persons who have lost or are at risk of losing their job, or have
difficulties entering or re-entering the labour market, as well as persons who are facing the threat of social exclusion or vulnerable persons who
are in a disadvantaged position with regard to access to the conventional credit market and who want to start or further develop their own
micro-enterprises, including self-employment.

Parliament stressed the  such as the Facility in  in creating new undertakings,importance of a financial instrument times of financial crisis
promoting new employment and ensuring that unemployed, disadvantaged people and microenterprises have access to financing, while
mitigating the risk for microfinance intermediaries (MFIs).

The resolution recommended the following:

Increasing access to microfinance: the report noted that the , in spite of the factimpact on employment creation was less than initially expected
that many recipients would have been completely excluded from the credit market were it not for microcredit. It regretted the high number of

 for microfinance (almost 2 000 applications were rejected, partly on grounds of over-indebtedness of persons andrejected applications
undertakings) and the still , despite the increase in the number of micro-borrowers.significant microfinance market gap

Members stressed the need to:

provide  concerning the Facility and the means of access to it; contact points may be created to thisgreater publicity and information
effect;
enlarge the geographical scope of the Facility, in order to reach every Member State and to  of the Facilitywiden the sectorial scope
beyond the agriculture and trade sectors.

Parliament called for the Facility to take account of the added value of projects in regions with severe and permanent natural or demographic
, such as sparsely populated regions and regions undergoing depopulation, since this will not only stimulate job creation there buthandicaps

also help maintain population levels. Members also emphasised that given the current migration and asylum crisis in particular, micro-financing
can act as a fundamental support for  entering the EU labour market.refugees and migrants

Parliament welcomed the fact that Commission and the EIF have made the Microfinance and Social Entrepreneurship (MF/SE) axis of the 
  (EaSI)European Union Programme for Employment and Social Innovation operational so as to secure access to money for the beneficiaries.

The Commission and the Member States are encouraged to gather and assess data on the characteristics of microenterprises, their needs
and their survival rates, and to , if necessary, during the mid-term review.propose adjustments to the EaSI Regulation

Reaching target groups and social impact reporting: Parliament deplored the fact that, owing to the lack of well-defined social reporting, the
social impact of the Facility has not been measured more accurately in terms of job creation, business sustainability and minority group
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outreach. It called on the Commission, therefore, to adhere to standards for social performance measurements in an empirical way so as to 
, also with regard to the Europe 2020 targets and to assess whether the definition of target groups, includingensure the highest social impact

people with disabilities, needs to be clarified further.

Furthermore, the Commission was called upon to:

focus its efforts to improve access to microfinance for , such as migrants, refugees, long-term unemployed,potentially excluded clients
young people, low-income persons, low-skilled workers and people with disabilities, who are currently not benefiting enough from the
Facility;
view  as a target group; refugees and asylum seekers
multiply the initiatives and funding available for granting microcredit to ;innovative start-ups run by young people
take into account the benefits of microfinance for , including the creation of sustainable jobs;women
improve  after repayment of the microcredit.methods of evaluating the viability, and the impact within their community, of businesses

Supporting the social economy: Members regretted that the Facility has not funded a significant number of social enterprises. They welcomed
the fact, therefore, that a specific percentage of the EaSI budget is dedicated to the funding of social enterprises and encouraged the
Commission to closely monitor this new feature and to  underassess, and if necessary review, the cap stipulated for loans to social enterprises
EaSI.

Mentoring and training services and complementarity with other instruments: Parliament welcomed the possibility under EaSI of funding
capacity-building of MFIs and technical assistance for MFIs to improve their professionalisation, service delivery, and gathering and processing
of data to allow better feedback about the Facility.

Members considered that the European Social Funds (ESFs) should provide key financing for creating enterprises, viable microfinance and
social entrepreneurship, together with mentoring and training programmes. They recommended that the Commission and Member States
develop their strategic cooperation with local and regional organisations and institutions regarding EaSI, ESF and other possible national
programmes, promoting their cooperation with MFIs and final recipients.

They also called on the Commission and the Member States to ensure that the  ( ) is available toEuropean Fund for Strategic Investments EFSI
finance microenterprises.

Microfinance intermediaries: Parliament encouraged the Commission to coordinate ESF and EaSI support in order to improve complementarity
between the two programmes, with regard to Microfinance Facilities, focusing among other things on  between MFIs and businesscooperation
support centres co-financed by the ESF. Members recommended that the procedure for access to the instrument be simplified and that
agreements between MFIs and the EIF be more flexible and easier to understand, allowing smaller MFIs to make full use of the funding
instruments and the EIFs facilities quickly.

The Commission is called upon to , as well as with stakeholders currently not included,strengthen its dialogue with microfinance actors
regarding the accessibility, use and design of the products to be offered under Union-funded programmes. Facilitating exchange of best
practices among MFIs from different Member States was also encouraged.
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