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Microfinance fills
Important niche in
European
entrepreneurship

What started as an EU-funded project has
blossomed into a full-fledged non-
governmental organisation (NGO). The
European Microfinance Network promotes
microfinance, assisting the fight against
unemployment and social exclusion through
the development of small businesses.
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Microfinance first came to prominence in the
1980s, as a tool to alleviate poverty in developing
countries. The success of schemes such as the
Grameen Bank in Bangladesh highlighted how
small loans to the poor could help them to engage
in productive activities and set up or grow their
small businesses. Around the world millions of
farmers, craftspeople and shopkeepers have
benefited from the support of microfinance
institutions.

In 2003, the EU Social Protection and Social
Inclusion Process funded a project that explored
how microfinance schemes could work in Europe.
Today, the European Microfinance Network (EMN)
has 54 members from 21 countries. The majority of
these members are organisations that have
interest in microcredit, including organisations that
provide microcredit, NGOs, banks, public bodies
and organisations specialised in research on
microfinance. With this membership base, EMN
has become a major actor in the microfinance field
in Europe.

m Accessing credit important step towards
self-employment

In Europe, microlending schemes can be a
solution to high unemployment, and can help
minority groups and women participate more fully
in the workforce, says EMN Executive Director
Philippe Guichandut. “The new trend in the
economic sector is that more and more people will
not get full employment in traditional jobs. Many
unemployed people want to start a small business
but their main constraint is getting financing.”

The banking sector often perceives microcredit as
a high-risk activity with low returns due to the
failure rates of micro-enterprises and the high
transaction costs of lending very small amounts.
Small enterprises, new or existing, often face
problems when they approach mainstream finance
providers for capital investment and working
capital. This insufficient supply of micro-loans is a
major barrier to enterprise, in particular where
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entrepreneurs are unemployed, women or ethnic
minorities.

“Banks don’t want to take a risk at the
beginning of a project but will provide
money once credibility is proved. So
microcredit can be a very powerful tool
in helping the unemployed find their way
back into the mainstream economy”

“Once a small business is successful, however,
banks may be more willing to provide a second
loan for expanding the business or starting a new
one,” says Mr Guichandut. “Banks don't want to
take a risk at the beginning of a project but will
provide money once credibility is proved. So
microcredit can be a very powerful tool in helping
the unemployed find their way back into the
mainstream economy.”

m Training and support vital to success of
small business

While EMN does not provide loans, it works with a
number of partners that do. Micro-lenders usually
focus on self-employment and target a specific
client group on a regional or national level. The
network provides conferences, training, exchange
visits, technical support and lobbying for its
members. Membership fees and training activities
account for 30% of its income while 20% to 25%
comes from external funding partners and 40%
from specific projects that run through the
European Commission.

“It is very important to provide our members with
concrete activities,” says Mr Guichandut. “It is a
way to help them deepen certain aspects of their
work and to work on specific topics. The seminars
and exchange visits are really added value for our
members because they give them a chance to
explore different aspects of business that they
wouldn’t otherwise have the opportunity to do.” eee
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e+ Mr Guichandut adds that the support of the
European Commission was crucial to the ongoing
success of the project. “Building the network has
been extremely important in building this important
new sector. If members have concrete support and
information they can help the microbusiness sector
grow. Its creation came at the right time.”
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