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The European Microfinance Network (EMN) held its 
12th Annual Conference on the 18th & 19th of June 
2015 in Dublin (Ireland). 
The aim of the event was to be a meeting of minds, ideas and experiences on 
the collaboration between the microfinance and the mainstream financial 
sector in Europe.

Collaboration between MFIs and banks has been a key driver for growth for 
many microfinance actors. This collaboration has often been established due to 
regulatory restraints that impede MFIs from providing services directly (“necessity”), 
but the majority of collaboration cases have been to identify mutually beneficial 
arrangements for both parties (“opportunity”).

However, in today’s financial climate, banks are becoming increasingly attracted 
to markets they did not previously serve. While most banks prefer to reach these new 
markets by supporting MFIs, some banks are starting to offer microfinance products 
themselves (“downscaling”). As the microfinance sector becomes increasingly visible 
and mature, relationships between the banking and microfinance sectors should 
evolve into more fruitful and diversified collaboration.

The general objective of the conference was to discuss the cooperation potential 
between traditional financial institutions and the microfinance sector so that 
collaboration and cohesion, in reaching out to the underserved, can be enhanced 
between both sectors.

Although Europe is characterised by a dense network of banks (counting over 
8,300 institutions), the financial crisis has demonstrated significant weaknesses in 
the system. Microfinance provided by non-banking financial institutions has emerged 
and grown over the last twenty years as a real alternative for thousands of micro-
entrepreneurs who have been refused access to credit by mainstream banks.

Stable partnerships within the mainstream financial sector will be fundamental 
for the continued development of the microfinance sector. To date, these partnerships 
have existed mainly with banks and the question is whether alliances with alternative 
financial institutions could also be positive for the sector in order to improve and diversify 
the range of services (deposits, money transfer, microinsurance, etc.). Additionally, new 
technologies offer a wide range of possibilities that the microfinance sector should 
capitalise upon (crowdfunding, peer-to-peer lending, mobile banking, etc.).

Over 240 participants attended the event, including EMN member organisations, 
speakers, and representatives of other institutions active in the microfinance sector. 
The participants shared and challenged best practices on partnership with financial 
and non-financial institutions. The conference aimed to achieve in-depth and 
interactive sharing through plenary sessions, workshops, roundtable meetings, and 
open-space dialogues.
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Topics discussed

New initiatives (particularly from the EU) will provide further funding for the 
sector, but it is not clear if this funding will be channelled through the banks, non-
financial institutions, or a combination of both actors.

Some national governments are putting pressure on the banks to downscale 
their activities in this area. Regarding microcredit as an additional market segment 
could be important for banks in order to increase activities in terms of outreach and 
in business sectors. At the same time, funding instruments (e.g. equity and loans) and 
guarantees (direct and/or counter-guarantees) are needed to finance the operational 
activities of MFIs.

The discussions drew together contributions from various institutions who were 
aiming to share experiences across the continent on collaboration between the 
microfinance sector and the mainstream financial sector and to identify opportunities 
that could arise in the future. The following questions were considered:

•	 What	role	should	banks	play	within	the	European	microfinance	sector?

•	 Should	banks	provide	microcredit	directly?	For	example,	through	partnerships	
with	non-banking	financial	institutions?

•	 What	 potential	 opportunities	 on	 alternative	 services	 to	 microcredit	 may	
come	up	in	the	near	future?

•	 What	are	the	threats	and	challenges	that	lie	ahead?

The event was organised in a matrix of nine highly interactive workshops across 
three topics: Collaborative	 Models,	 Collaboration	 for	 Sustainability and Future	
Innovations. Each topic included three respective workshops that were complemented 
by additional plenary sessions.

The main conclusions from the conference can be summarised as follows:
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Collaborative Models

MFIs should approach banks as a supportive sector, not as a competitor. Great 
opportunities also arise with partnership systems in collaboration with public 
administrations and financial institutions like Credit Unions, Credit Cooperatives 
and, in particular banks. These fruitful cooperations will most likely be key to the 
development of the MF sector. 

Cultural differences between MFIs & banks can pose a challenge for collaboration. 
In order to avoid this, the role of the European Microfinance Network (EMN) and 
the Microfinance Centre (MFC) will be crucial to facilitating a framework of common 
understanding and exchange of experiences between both partners.

The different kinds of partnerships to be developed could be as diverse as the 
different socio-economic contexts across Europe and these partnerships should 
not only be focused on funding. In all cases, the partnerships need to be built up 
based on a shared mission, a shared set of values and a shared trust between the 
partners.  A common understanding of the needs of the different partners needs to 
be continuously monitored.

Whatever the case, any collaborative model needs to be focused on better serving 
our clients! Successful partnerships with the mainstream financial sector should not 
be measured on how MF grows but on their level of impact in society. 
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Collaboration	for	Sustainability

There is a need to build up a relationship with the banking financial institutions 
based on the balance between sustainability and impact.

MFIs need to invest in facilitating these relationships that ultimately could become 
formal partnerships. For this, it is necessary to understand the ways of working within 
the financial institutions and to build up the relationship on the basis of trust but it is 
also important to be conscious of the pros & cons of the relationship (e.g. borrowing 
from banks directly? What about red tape?). Some tools already provide advice to 
facilitate understanding (European Code of Good Conduct) and the support from 
public authorities could be advantageous for the partnership.

As mentioned before, collaboration should not only be focused on funding. MFIs 
and banks could also cooperate on tools to increase the resilience and efficiency 
of MFIs using the banking experience (e.g. a pan-European credit scoring tool for 
MFIs?). Sharing best practices on these and considering the requirements needed for 
these typical mainstream financial tools could be eased with mutual collaboration.

Any potential partnership should be measured by the impact generated for the 
clients. This balance should always be present during collaboration since social 
impact is in an MFI’s DNA. Measuring social impact will be a requirement for future 
funding. Impact investment is an emerging trend in the sector and there is a high 
proliferation of Social Impact tools but most actors prefer to report on “outcomes” 
rather than impact and most of them address this by reporting to public authorities 
and less frequently to other funders.

Crucially, in order to for this to change the EU Commission would have to 
encourage a participatory process in order to agree on social performance measures 
and work together with EMN & MFC. 
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Future	Innovations

The context in which MFIs operate is rapidly evolving. The new European Code of 
Good Conduct for Microcredit provision in the EU is setting some traditional banking 
standards in the management of MFIs. Indeed, this could bring both cultures closer 
and ease future partnerships. However, the MF sector will need support in order 
to adapt itself to a series of clauses that could be perceived as overwhelming. The 
certification process could take more than one year. As a result, given that it will be a 
prerequisite to opt for EU funding in the coming years, MFIs are encouraged to sign-
up as soon as possible.

FinTech possibilities, already being used by the mainstream banking sector, are 
another context-changer. Indeed, MFIs are willing to both partner with FinTech and 
also invest in it on their own. However, investing in FinTech alone could pose some 
risks and remote fin-tech raises concerns about reducing the “face-to-face” MF model.

Further, other alternative partnerships arise with collaboration with other 
sectors. European MFIs are not taking advantage of opportunities with risk free 
income activities, such as: money transfer; microinsurance (a product already a 
developed among SMEs in cooperation with insurance providers but which critically 
requires 2000-3000 clients minimum); corporate partnerships, in order to gain 
experience and skills (for instance on BDS provision: e-learning, online business 
communities, etc.). 
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Main conclusions

The event ultimately recognised the importance of a fruitful collaboration 
between the microfinance sector and mainstream financial institutions:

•	 Banks	 will	 be	 able	 to	 help	 their	 clients	 by	 offering	 a	 complementary	
alternative, while achieving their service objectives and narrowing 
recognised gaps in the market.

•	 Microfinance	institutions	will	benefit	from	the	banks	by	obtaining	necessary	
funding	and	investment,	client	referrals	and	technical	assistance.

•	 The	key	aim	is	to	benefit	end	users	by	minimising	exclusion	so	that	small	
businesses are able to develop and grow. Subsequently we will see a huge 
benefit	 to	economies	and	communities	 as	 result	 of	 job	creation,	 capital	
investment and innovation.

•	 Microfinance	 institutions	need	at	a	minimum	to	start	working	with	new	
FinTech	companies	and	consider	exploring	their	own	FinTech	models.
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EMN will hold its 13th Annual Conference in Warsaw 
(Poland) in the second part of June 2015, with the 
main topic: “Microfinance:	What	and	for	whom?”.

The demand for microcredit is growing throughout 
Europe. There are both external causes (increasing 
unemployment, deindustrialisation, the growing 
interest in self-employment, the withdrawal of banks...) 
and internal causes to the sector (better structured 
offers, institutional recognition, professionalism...). 
The sector is therefore reaching a degree of maturity 
that requires taking a moment to check what is being 
done and how activities will evolve in the future.

The primary objective of the conference will be to 
discuss the definition of Microfinance in Europe. 
The current EU definition already dates from 2005, 
focuses primarily on the amount (€ 25,000) and 
includes access to credit for small and medium 
enterprises with some perverse effects since within 
this definition there is not much room for the social 
purpose of the activities. 

Concentrating on something other than the amount 
and being more focused on the profile of the client 
(for whom?) and the service provider, as well as on 
the kind of services provided (what?), would make 
it easier to distinguish between normal financial 
products and specific services addressed to the 
underserved.

Various questions will be discussed like: are BDS 
services totally indivisibles from the financial services?, 
Should MF be addressed only to “underserved” 
populations and what do we really mean by this? Do 
new technologies pose a “mission drift” risk for the 
sector? Etc.

Moreover, other transactions are emerging aimed 
at creating independent activity and should also be 
considered as microcredit: microcredit to return to 
paid employment, microcredit for the expenditure 
necessary for social inclusion, green microfinance, 
etc.

PROGRESS OF THE 13TH	EMN	ANNUAL	CONFERENCE	2016	IN	WARSAW

Join	us	next	year	in	Warsaw	and	help	us	to	define	the	evolution	
of the Microfinance sector in Europe! 


