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Challenges in society and the labour market in Europe

The European Union is facing multiple challenges in the context of the current 
economic crisis. Rising unemployment is one of the main consequences of this crisis, 
particularly among the low skilled, the young, older workers, migrants, people with 
disabilities and other vulnerable groups. 

Self-employment and entrepreneurship are indeed alternatives to salaried 
employment, which offer high potential for the creation of new jobs in Europe. 
However the existing conditions for new entrepreneurs need to be improved in 
Europe in order to realize this potential. 

In addition the labour markets (with more mobility, diversity, and global orientation) 
are changing dramatically with life-long employment or life-long self employment 
being replaced by mixed forms of employment. Two distinct options emerge: people 
may opt to temporarily (e.g. for a number of years) being self- employed 
interchanged with periods of formal employment or even unemployment.  Next we 
see hybrid forms emerging whereby people combine part-time formal employment 
with part-time self-employment. The legal and social security systems in Europe are 
not yet prepared for such changes. In addition the reasons to set up new enterprises 
or to become self-employed are changing as well whereby more weight is given to 
adding value to society proper.

(New) Enterprising people can only be successful if they have access to knowledge, 
information, materials and financing. Poor, and difficult access to finance is one of 
the main problems new entrepreneurs face when starting a new activity, a problem 
that has in fact worsened since the beginning of the crisis. 

Microfinance sector emerging in Europe

Microfinance providers in Europe, most of them members of the European 
Microfinance Network (EMN) members, have been active during the last decade in 
supporting and financing new and existing micro entrepreneurs. These institutions, 
ranging from NGOs to Non-Bank Financial Institutions and even specialises banks and 



credit and savings cooperatives, have succeeded in reaching out to people who are 
not (anymore) served by the formal banking sector, many of whom belong to 
vulnerable groups with high-risk profiles. The innovative character and the bold 
attitude to break away from traditional financing practice have been pillars of their 
success. Microfinance at large has proven that the people must be central in the 
relationship between (financial) institution and client/ market and that serving clients 
and society make financial institutions sustainable and accepted. But it is also 
acknowledged that this is a process that requires continues (financial) support for a 
longer period from all stakeholders. This implies as well that we expect national 
governments and private sector to remain active in extending support to the sector. 
EU funded support is expected to continue as a initiating and facilitating instrument. 

In order to cope with a growing demand European Microfinance Institutions need are 
planning to invest in improving their own institutional capacities and need access to 
sustainable funding sources. In the past years valuable support has been extended to 
them by a variety of EU entities and under different programmes. It has become 
evident in that process that investing in capacity building simultaneously with 
providing financing for onward lending proved to be successful. But it is also 
acknowledged that this is a process that requires continues support for a longer 
period.

Continued support needed both in capacity building and funding

EMN welcomes the Microfinance and Social Entrepreneurship axis proposed in this 
programme. In our view it contributes to the creation of a sustainable microfinance 
sector for it makes available funding in a sustainable manner for new entrepreneurs 
from vulnerable groups, microenterprises. And it reflects the need to promote new, 
social entrepreneurship in Europe. 

The proposed instruments address the need to build up the institutional capacity of 
Microfinance providers and constitute a sustainable source of funding for 
Microfinance Providers and Social Enterprises in Europe during the 2014- 2020 
period. 

This axis, responding to a long-standing demand of EMN, intends to create for the 
first time a one-stop shop for Microcredit providers in Europe, providing financing for 
microcredit, capacity building and technical assistance. 

Central Management of this axis by the European Union will allow increasing 
synergies with other initiatives financed by the European Social Fund, and which will 
improve the impact on employment creation of this Microfinance and Social 
Entrepreneurship axis. It will be welcomed if this will result in structural funding of 
the accompanying services (training, counselling and business advice) of the self-
employed and micro entrepreneurs thus taking away part of the financial burden of 
the young microfinance providers.  

The proposed Microfinance and Social Enterprise Axis does not include any 
instrument for such financing business support activities. It simply specifies the 
requirement for participating microfinance providers to cooperate with Business 



support providers. The European model in microfinance has demonstrated clearly 
that training, counselling and business advice cannot be separated from micro 
lending. The success of creating a sustainable sector is heavily dependent on the 
level of (co) funding – by all stakeholders - of such services as well.

EMN also welcomes the inclusion of Social Entrepreneurship in this axis, for it 
represents a new vector for Employment creation in Europe and an alternative 
approach to address social issues in Europe through Entrepreneurship. 

Complementarities between Microfinance and Social Enterprises

Microfinance and Social Entrepreneurship present important complementarities. 
Microfinance providers in Europe are in fact a good example of Social Enterprises. As 
Socially Oriented Sustainable Institutions (SOSIs), Microfinance providers have been 
working for years on creating employment and combatting social inclusion in Europe 
through the support and finance of new entrepreneurs. 

Microfinance providers can be therefore presented as role models for future Social 
Enterprises that can benefit from their experience and expertise. 

In addition, Microfinance providers in Europe have been financing innovative 
entrepreneurs for years and can be the starting point for new Social Entrepreneurs to 
obtain their first financing.

Nevertheless, the role Microfinance providersin financing Social Enterprises has clear 
limits. Microfinance providers are mostly equipped to support and finance individual 
Entrepreneurs and Microenterprises. They lack the expertise or financial capacity to 
cover the needs of larger organizations. Financing Social Enterprises or NGOs is 
therefore clearly beyond the mission and capability of Microfinance providers in 
Europe.

European Microfinance Network (EMN) support to to the Microfinance 
and Social Enterprises Axis

Finally, the European Microfinance Network (EMN), the leading network of 
Microfinance providers in the EU,  would like to stress its support to the Microfinance 
and Social Enterprises Axis presented by the European Union. 

EMN considers that this Axis will increase the funding available for new 
entrepreneurs from vulnerable groups and microenterprises in Europe. It will 
improve the capacity of European Microcredit Providers to cope with a growing 
demand from high-risk target groups and will establish sustainable funding 
instruments for Microfinance providers and Social Enterprises in Europe. 

Most importantly this axis will actively contribute to increase the creation of new 
jobs in Europe by supporting microenterprises, new entrepreneurs and Social 
Enterprises.   


