Follow up to the European Parliament resolution on implementation of the European Progress Microfinance Facility, adopted by the Commission on 23 March 2016
1.
Rapporteur: Sven SCHULZE (EPP/DE)

2.
EP reference number: A8-0331/2015 / P8_TA-PROV(2015)0446

3.
Date of adoption of the resolution: 15 December 2015

4.
Subject: Implementation of the European Progress Microfinance Facility

5.
Competent Parliamentary Committee: Committee on Employment and Social Affairs (EMPL)
6.
Brief analysis/assessment of the resolution and of requests made in it:

The European Parliament resolution calls on the Commission to:

· raise awareness on Progress Microfinance to increase the number of final recipients;
· improve the reporting on the outreach to target groups and the impact of the loans and to gather information about micro-enterprises;
· make better use of the facility to ease access to finance for women entrepreneurs and to potentially excluded clients, including refugees;
· explore ways to finance business development services for micro-borrowers;
· make use of EFSI for financing micro-enterprises and to ensure that the ESF is used in a complementary way;
· simplify the instrument to allow in particular smaller monetary financial institutions (MFIs) to benefit from it more easily;
· review the microfinance definition;
· broaden the geographic coverage of the Facility.
The Commission is overall satisfied with Parliament's resolution. Since the recommendations made for the implementation of Progress Microfinance come too late in the process, they may only be taken into account for the successor EU Programme for Employment and Social Innovation (EaSI) (which is already largely the case).

7.
Response to the requests and outlook regarding the action, that the Commission has taken, or intends to take:

(2) The Commission notes that no official targets for employment creation were set. Nonetheless, the Commission underlines the strong job creation and social inclusion effect of the Progress Microfinance Facility, as documented by the interim evaluation and annual reports, which contributes positively to both Employment (75% of the 20-64 year-olds to be employed) and Fighting poverty and social exclusion (at least 20 million fewer people in or at risk of poverty and social exclusion) Europe 2020 targets. Both mid-term and final evaluations will be performed for EaSI Financial Instruments, which are also monitored via the EaSI Committee of Member States’ representatives.

(3) The Commission stresses that lending decisions are made by the financial intermediaries, not by the Commission. In line with the Decision agreed with co-legislators, "Public and private bodies providing microfinance under this Decision should comply with principles of responsible lending and thereby avoid, in particular, over-indebtedness of persons and undertakings." Avoiding over-indebtedness is one of the aims of the Code of Good Conduct for Microcredit Provision, and its endorsement is a pre-requisite for accessing EaSI funding.

(6) The Commission actively promotes and raises awareness about the existence of the Facility’s successor, EaSI, its benefits and ways to access it through, among others, seminars and events such as those organised together with network organisations or in the framework of EaSI Technical Assistance, which are attended by microcredit providers and/ or Managing Authorities at national, regional and local levels. In addition, the EaSI Committee of Member States’ representatives helps to raise awareness among the participating countries.

(8) The Commission draws attention to the fact that there are already cases where the Facility is active in less populated rural areas, sometimes precisely because the mainstream financial institutions are not present in these areas.

(10) The Commission is well aware of the need to assess the suitability of the current definition of microcredit. The question was raised and debated by stakeholders at the 1st European Microfinance Day in October 2015 with a view to further enhancing the development of the sector and its impact. The definition is currently being assessed by the Commission's partner organisations such as the European Microfinance Network and the Microfinance Centre, but at this stage, it is too early to draw any conclusions.

(11) The Commission notes that data on the characteristics, needs and survival rates of microenterprises will be gathered for EaSI.

(12) The Commission stresses that the fact that some of the transactions do not reach the expected leverage is not an issue of performance but an acceptable business reality for the immature microfinance market. Moreover, the facility tries to reach not only the best performing intermediaries but also those that are newly established as well as those targeting vulnerable groups. The statement is based on the Special Report of the European Court of Auditors No 8/2015 published in mid-2015. The target leverage ratio for the entire Progress Microfinance Facility is set at 1:5, and its achievement will be assessed at the end date of the facility in 2020.

(13) The Commission reiterates that the ex-ante evaluation for the EaSI programme demonstrated that the financial instrument is consistent with other Union programmes and initiatives, avoiding undesirable overlaps and achieving synergies where appropriate.

(14, 45, 46) The Commission actively disseminates information about the Facility’s successor, EaSI, and the means to access EaSI funding through the use of events, press releases and promotional material.

(15) The Commission notes that intermediaries in 22 Member States (soon to be 23) currently benefit from Progress Microfinance. The Commission stresses that both Progress Microfinance and EaSI Financial Instruments are demand-driven. Intermediaries from some Member States may not be interested in benefiting from Progress Microfinance due to other national programmes or national market specificities.

(16, 19, 20, 21) The Commission underlines that in the Delegation Agreement with the EIF in respect of the implementation of the Financial Instruments under EaSI, improved reporting requirements on social indicators cover, amongst others, the types of beneficiaries, results in terms of social impact, employment creation and sustainability of the support granted in line with article 31 of Regulation No 1296/2013.

(23, 24, 25, 26) The Commission stresses that the Progress Microfinance Facility actively promotes equal opportunities for women and men according to its legal basis. The current proportion of women entrepreneurs (36%) is above that of the EU average.

(27, 28, 29) The Commission reiterates that target vulnerable groups by definition already include migrants, refugees, long-term unemployed, young people, low-income persons, low-skilled workers and persons with disabilities to the extent that they fall within the definition laid out in article 2 of Decision No 283/2010/EU
.

(32) The Commission notes that the cap stipulated in the EaSI Regulation is in line with the ex-ante assessment "Imperfections in the social investment market and options on how to address them" (November 2013), which was mandated by the Commission.

(35, 36) The Commission recognises the importance of non-monetary support in the form of mentoring and training to complement the microloans disbursed, although funding is not sufficient under the EaSI programme to finance such support.

(38) The Commission channels various forms of technical assistance to MFIs through EaSI Technical Assistance, including fi-compass, which also serves as a platform to further develop cooperation between Managing Authorities, institutions and organisations at national, regional and local levels regarding EaSI, ESF and other programmes.

(39) The Commission reiterates that, in accordance with Article 38 of the Common Provisions Regulation, it is up to the Managing Authorities whether or not to provide an ESF contribution to a financial instrument set up at EU level, such as under the EaSI programme.

(44) The Commission underlines the fact that the EIF, as an entrusted entity, manages the Facility on behalf of the Commission and reviews applications from eligible intermediaries based on a pre-defined and non-discriminatory set of criteria. It is important to bear in mind that the EIF is in contact with interested intermediaries on an informal basis at an early stage prior to receiving a formal application. Based on the interim evaluation of the Facility, "the EIF underlined the importance of these initial discussions and negotiations to guide the intermediary to the most suitable product, and noted that this 'origination' stage was often the longest part of the negotiations".

(49) The Commission notes that the microfinance sector is closely associated in the design of the EaSI financial instruments. In addition, the Commission has established partnerships with networks such as the European Microfinance Network (EMN) and the Microfinance Centre (MFC).

(50) The Commission actively facilitates the exchange of best practices in cooperation with Member States in the framework of EaSI Technical Assistance.

(51) The Commission notes that the endorsement of or compliance with the Code of Good Conduct for Microcredit Provision is a requirement under EaSI for bank and non-bank MFIs respectively. In addition to this, the EaSI programme foresees the continuation of JASMINE-type activities under EaSI Technical Assistance, which has already been launched; EaSI Technical Assistance includes trainings and the evaluation of compliance with the European Code of Good Conduct for Microcredit Provision.

(52) The Commission stresses that the founding Decision of Progress Microfinance (article 8) gives clear guidance on which topics have to be covered in the report. The long list of items in combination with a page limit for Commission reports restricts the level of detail that can be provided per point. Nonetheless, the interim evaluation report on the implementation of the Facility (published in 2014) can serve as an additional source of information.

(53) The Commission actively seeks to ensure that the Facility and the EaSI instrument continue to contribute to the EU's added value and visibility.
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