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1. BACKGROUND

– The current crisis that originated as a financial liquidity crisis is now affecting the 
real economy with a strong increase in unemployment levels.

– Vulnerable groups are particularly hard hit by this crisis. If they are in employment 
they are at a much higher risk to lose their job, for instance in the case of the young 
where often the 'last in, first out' rule applies. In case they are already out of a job, 
they will more than others have difficulties to get into employment. On top of this, 
the access to credit systems, already difficult for these groups, is often cut off for this 
group in these times of crisis, due to fact that banks consider them as being too risky 
and cost intensive. In the current circumstances, it is therefore almost impossible for 
vulnerable people and unemployed to start up or develop further their own business.

– Helping vulnerable groups and unemployed to start up their own business is one of 
the means to assist the overall recovery. It creates new opportunities and can to some 
extent compensate for the limited possibilities the traditional employment market is 
offering them.

– The Facility will increase the supply and accessibility of microloans for vulnerable 
groups and unemployed wanting to set up their own business. Because providing the 
financial means alone is not enough and guidance/coaching of the (potential) micro-
entrepreneurs and capacity-building of the micro-finance providers is required, the 
Facility is expressly designed to fit with existing instruments, in particular ESF and 
JASMINE (see section 5).
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2. OBJECTIVE OF THE FACILITY

 Who will benefit from the Facility?

Three main groups of final beneficiaries should be distinguished:

– those who lost their job or are at risk of losing their job. The latter category concerns 
in particular redundant workers (e.g. who have received a notification from their 
employer concerning their upcoming lay-off).

– disadvantaged persons, i.e. persons that usually have difficulties in (re-)accessing 
banking services and/or the labour market. The definition of disadvantaged persons 
will vary from Member State to Member State and should therefore be interpreted 
widely.

– micro-enterprises in the social economy, not necessarily managed or set up by the 
above-mentioned groups, but at least employing them.

 How will the individual obtain a loan?

The following steps can be identified:

a) Communication and information is crucial for the success of the Facility. The 
individual needs to be informed about the existence of the Facility and the possibilities it 
offers, but also receive the necessary information to actually apply for a loan and set up a 
micro-enterprise. In the case of those who lost their job a first point of contact is the 
Public Employment Service (PES) who will be able to offer the setting up of a micro-
enterprise supported by the Facility as another means to get out of unemployment. 

For many disadvantaged groups (e.g. minority groups), the outreach can be achieved 
through NGOs that can help to direct people towards the possibilities offered by the 
Facility. In many cases the ESF already now directly supports these NGOs and the 
activities developed by the PES (see also section 5).

b) Application. The application for a loan will be made to a micro-loan provider 
supported by the Facility. This provider can be either a bank or a non-banking 
microfinance provider (e.g. NGO). The preparation of the application by the individual 
will be supported by the ESF (filling out forms, setting up business plan, training, 
mentoring), as is currently already the case under the ESF Entrepreneurship operational 
programmes. 

c) Contract. The contract signed between the microfinance provider and the individual 
will establish the amount of the loan, the interest level as well as the duration of the loan. 
The risk profile of the micro-entrepreneur plays an important role in this respect. 

d) Interest support. The interest costs for the individual micro-entrepreneur may be 
alleviated thanks to the ESF interest rebate option. 
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e) Running the business. ESF support in the form of monitoring and training will 
continue to be available for the individual to help him/her run the business in an efficient 
and sustainable way. 

The Facility will help to overcome the hurdles created by the fact that the target 
beneficiaries generally  represent a higher risk profile and tend to apply for smaller loan 
amounts (leading to higher transaction costs) than the average SME-entrepreneur.  
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3. MANAGING THE FACILITY

 Who will manage the Facility?

Within the Commission the lead service on the policy side will be the Employment, 
Social Affairs and Equal Opportunities DG, the financial engineering aspects and 
relations with the International Financial Institution (IFI) will be managed by the 
Economic and Financial Affairs DG. The Commission services will moreover manage 
the evaluations and produce the annual reports foreseen in the draft Decision.

The day-to-day management of the Facility will be entrusted to an IFI, such as the 
European Investment Fund based upon a mandate established by the Commission to this 
institution. The IFI will be remunerated for carrying out these activities. 

 How will the Facility operate?

The mandate will require the IFI to launch open calls for expression of interest, published 
in the Official Journal. The microfinance providers will be selected on the basis of 
predetermined financial criteria combined with criteria of additionality (e.g. the proposed 
portfolio should match with the objectives of the Facility; ensure reaching the target 
beneficiaries; be complementary to already existing schemes at national or regional level; 
and achieve full geographical distribution). Following approval by the Commission, the 
IFI will set up the contractual arrangements with the microfinance provider. 

 Who are microfinance providers? 

Public and private bodies meeting the financial and additionality criteria mentioned 
above will be eligible to receive resources from the Facility. In practice this means that 
banks, not-for-profit micro lenders or institutions providing guarantees and other 
providers of microfinance products to microenterprises can apply1. It also means that 
several institutions within the same Member State can apply. It moreover means that 
those institutions receiving support through JASMINE or in the context of JEREMIE can 
build up further the micro-credit component of their activities2.

                                               
1  The following website lists a number of these institutions member of the European Microfinance 

network: http://www.european-microfinance.org/liste2_en.php A further list of institutions is available 
at: http://www.mfc.org.pl/index.php?section=NET&page=List%20of%20MFC%20Members

2 This could for instance be the case in Malta where under JEREMIE it has been suggested to set up a 
Micro Credit scheme to be offered to eligible institutions (or banks) to on lend micro loans for the 
promotion of entrepreneurship.
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4. PRODUCTS

 What will the Facility actually do?

Three types of financial products will be developed through the international financial 
institutions: risk-sharing and guarantees, equity, and debt financing. 

Risk-sharing and guarantees are instruments designed to share the risk of a portfolio of 
micro-loans among several participants. These instruments may take the form of funded 
risk sharing and unfunded risk sharing. The former are used to provide liquidity (in the 
form of a loan) to a financial intermediary in order to support funding for a new portfolio 
and share the risk for the same portfolio of microloans. Unfunded risk sharing is usually 
used to provide cover for the risk of a portfolio of microloans in order to free the capital 
capacity of the receiving intermediary to extend additional new microloans to final 
beneficiaries. Risk sharing instruments generally produce the biggest financial leverage. 

Equity investments are primarily used to strengthen the equity/capital base of micro-
finance provider as well as to support investment vehicles/funds. For illustrative 
purposes, equity in a micro-finance provider would be acquired by providing funding 
against equity subscription. Equity participations allow the micro-finance provider (or 
vehicle) to increase its own funds/capital base available at long term. 

Debt instruments may take the form of loans to microfinance institutions/investment 
vehicles/funds (either senior or subordinated) or bond subscriptions. These instruments 
are designed to provide liquidity to the micro-finance provider(s)/investment 
vehicles/funds that will in turn use the funding to extend loans to final beneficiaries 
(micro-borrowers).

 Who will determine the interest rate?

A distinction needs to be made between:

a) the interest the final beneficiary pays to the micro-finance provider for the 
microloan:
The agreement between the international financial institution (IFI) and the microloan 
provider will cover the interest rate applied to the micro-loans. In some Member States, 
there is provision to 'cap' interest rates for micro borrowers.  The individual beneficiary 
may also benefit from an interest rebate from the European Social Fund, which allows 
him/her to receive the loan at a very low cost.

b) the interest paid by the microloan provider to the IFI for a loan it receives from 
the Facility:
The IFI will fix the interest rate which reflects the market rate, i.e. the risk it takes, the 
cost of funding, the maturity of the loan, its structure, the credit rating of the borrower 
and other parameters. 

5. CONSISTENCY WITH OTHER COMMUNITY INSTRUMENTS/ACTORS

 What will be the role of the European Social Fund with regard to the Facility?
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Creating an interface between the European Social Fund (ESF) and the Progress 
microfinance facility will be one of the key factors for the success of the Facility. This 
will be important for 

* information and communication – through the currently established channels, ESF will 
play an important role in informing potential micro borrowers of the new Facility; 

* all Member States have prioritised entrepreneurship as part of their ESF Operational 
Programmes. Within this they offer support for training on setting up a business, 
guidance and mentoring in running a business, and can support the micro borrowers in  
applying for a loan and managing a micro-enterprise; 

*with its traditional activities for entrepreneurship promotion, coaching, training and 
consultancy for job seekers, the ESF will sustain the final beneficiaries;

* the ESF is the only structural fund which can grant interest rate rebates for the 
individual. This possibility has a great potential to improve the access to funds for 
microentrepreneurs. 

The ESF managing authority will not act itself as a micro-finance provider. 

In addition, the Commission will support the design and setting up of the concrete 
schemes by national authorities by sponsoring a network of experts. 

 What role for non governmental organisations (NGOs)?

NGOs are pivotal in 'reaching out' to disadvantaged groups. Thus they are essential in 
informing disadvantaged people about the new facility. They can either directly support 
the micro borrower in making the application or direct them to ESF training. 

Depending on the institutional setting of the individual NGO, it may provide the loans 
itself or refer the jobseeker to a micro-finance provider receiving support from the 
Facility.  

 What role for employment services?

Employment services, especially the public employment services (PES) play an essential 
role as a point of first contact for many unemployed and redundant workers. The Facility, 
by increasing the offer of micro-credit throughout the EU, will provide the PES with 
another instrument to bring people (back) into an active occupation. 

Depending on the institutional setting of the individual PES, it may provide the loans 
itself or refer the jobseeker to a micro-finance provider receiving support from the 
Facility.  

 Will the Facility support capacity building of micro finance providers?
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Supporting capacity building of micro-finance providers is already possible through the 
JASMINE initiative run by the European Investment Bank and the European 
Commission (DG REGIO). The overall task of JASMINE is to help microfinance 
institutions to improve the quality of their operations, to expand and to become 
sustainable. The selected Microfinance institutions (MFIs)/Microcredit providers benefit 
from a free-of charge evaluation / diagnosis of their activity, organisation and structure 
by an independent specialised team, followed by trainings on specific areas, with 
particular attention to the weaknesses observed during the evaluation process. The 
JASMINE initiative has been supported by funding from the European Parliament. 

 Will the Facility support mentoring and training?

Crucial for the success of the Facility is mentoring and training and more generally the 
accompanying of the final beneficiaries in applying for a loan, setting up their own 
business and running the business in a viable way. As indicated above, the Facility itself 
will not finance these measures.  These measures can be financed by the ESF both 
directly (through the operational programmes) and indirectly (by means of ESF technical 
assistance available at EU level providing support to managing authorities), see above 
under 'the role of the ESF'. 
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6. HOW CAN THE INDIVIDUAL BENEFIT FROM THE FACILITY?

Public 
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1 The unemployed or disadvantaged person is informed about the possibilities offered by the 
Facility through the public employment service or by NGOs. He/she is directed towards a micro-
finance provider.

2 The application is made to the microfinance provider (bank or NGO)

3 A contract is signed between the beneficiary and the provider. The individual can benefit from 
the interest rebate offered by the ESF

4 From the information phase until the actual running of the business the beneficiary is supported 
by the European Social Fund through training and coaching, guidance and mentoring.

How can the individual benefit from the Facility?
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