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1. Introduction and key research questions

Policy makers, stakeholders, investors and practitioners in the European m -
crofinance sector need robust market data  to develop the sector and improv e
framework and funding conditions for microcredit provision throughout the

EU. In particular, the preparation of t he next generation of centrally managed
EU instruments in the field of microcredit (post -EaSI) calls for com parable
market information on the potential demand of business microcredit and the

funding needs of  the non -bank MFIs that provid e these products.

Market information and funding needs are not yet covered by the joined su r-
vey activity of t he European Microf inance Network (EMN) and the Microfinance
Centre (MFC) . Therefore, in 2017, these networks commissioned evers & jung

to produce this initial study on a) the options fora n approach to produce such

market information at EU level on a regular basis and b) a first calculation of
the estimated market potential and funding needs by 2020. The report ad-
dress es the following key research questions:
f How to assess the total mar ket size-and potential f
credit in Europe?
T How to assessnbhfe nraonice adf service provision for bus
mi crocredit clients?
T How to |Iink the funding neddaskofmitchefEwmraangean non
sector to the assessed market situation for busi nes
T How to project the devel opmennhdot htth-e elnar ket situat
ed fundi ngameddans bayon

1) Assessment of market size and potenti al

Exi stesigamrchhenpotenti al demand for business microcred
regularly falltersmbBowotf transparency éGue arnmbustness. Thi
i mpr ediestar cadfi ohargetamd capnd ted availability of relia
and comparablthaadiaftfemrgpeotpul ati essgeci ally regarding
their usaeccaernd to financi al asdih®i omst er ogeneous
andscape of financi al servicenembevi dit@ati e shr oughout E

he significance of thedowesalppsoafthegsreélryinhgpto captur
he mar ket sivaratecWsn member gJthates.tudy Dbffers a cr
i gué he@ most rexlieswdmtg apprwaaacadhemsar ket si ze assessment
t EU and natainognrad pd xseve,lasypyetwvhappredcoandg-or

ngpar ket monatt oEWnlgevedr.oMitdead s pil ot cal cul ation usin
proposed approach.

2) Rol e nofaf i nanci al services
The i mportantenahcihaht sederlviiviees mi crocredit to enterpri s
individual s and, to some exteads ,i exwsltli ngsmalchrioehéerpr
Yetit is stildl uncl ear howgirg BtDiSe i che tnmd qet /orcea eedd |
vVision. I nnadhbdebni s ye&uocadvcailllaatb laev er age cost of
BDS provision to mi8&rwmickradiy,schisentsnclear how much of
t ksecosts can be covered by fees and MFI resources. A b

of theseswi hele to asBOSsohtosw transtext émnal
funding needs of mi crocreditcuprentddgessethabyare not
fi nanciinnsgt i tatiione in the mi.crocredit sector
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3) Estimation of the sectords funding needs

Avail abt ematoiftoméundinregds obanknMFA st hdhak¥

mostbhenbased on wunst rhuocct usruerdv eayds wi th | imited relevance
robust Méhswsi.st ri buti on of funding needs over different f
instruments as weld laisnkiahgee rt os ptehce fmnar ket f or microcr e
vi sihaanve yetexpl diremddet dihli s studpgyod Dioblalyyesa tt o

link the esti maanMmBI off umdinngc medisfsf er ent funding

typesocread edetail ed assessment démaodehdrFabumar ket
ness microtratisb. devel ops an approach troo estimate the
nal fumeienlg®@ cover the costs-fafnamrcowil disreg viheres t o
mi crocredit clients.

4) Projection towards 2020

Robust projections of tnhh e off utpuortee nd é vad | adpermea nd f or bus

ness microcr edistsoanthumediieng needs are challenging beca
he demarcation of annual numbers and volumes is diff
he client base are oifhmethtommgt tkomesd@dsalahnheroxy sol uti

his study provides a very simple way to extrapol ate
alcul ation for 2016 towards 2020.

O ~ ~+ ~
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2. The European MF sector I definitions and
demarcations

The <current EU nriedn md rt @oarint mo-écrr eodaintdof t ez e d

synonyrhggmscr ol oansyont beu sEBUR eouftf | i mi tpofor t he
videéeodan vesadnudm only i ncludesplsgasmpgtfoystiapéer sons
and busi.newisfs risntt roduced aisn a20lalxi mumt hemi t i n
SME Guarant ee tFlaeMuflittiyamRnmg!lt ammeEnft@®em pri ses and

Entreprené(MARI pRO0Q@5)The definition was further devel op
a DG EnterpriGreouyorrkdmor tarnc i200f30l | owi ng EU documents

| eadiupgto the @ommmnioa the Europear initiative in 2007
Foll owing international def i niwiidoanrs r miecorg . from CGAP),
finanea used to itmel wde victilbpenr odfasi ¢ financi al service
(such pags sonal |l oans, i nsur afdéeam,anlyeé adxicl godeetdc .p)e f or

pl e, although no specific EU support schemes or polic
foster the provision of these product s.

For the ongoing funding peri odr,edtihe udcdsefdi niyt i bhe of mi
Commi ssion and EIF for tdtefflEe®S®@ptbgrammesat and

objective of t he | oancsr eridviidsedde fiiMiecd oby t he Europe
Commi ssion as a |l oan or | ease under EUR 25,000 to supp
of seenipfl oyment a-edtearporoses. It has a doubl e i mpact (s
al seferred to as O0the two sides of themmicrofinance co
pact as it allows the creation of income generating ac
pact as it contributes to financi al inclusion and ther

of individu@ls)o (EIF 2

Both European micr of,iEmMNn caen dn eMifeDd rakdsv o€ aai ng

revision ofdetfhingatsd cafietoe re ttheamn year s 1 eif tteldad e s

realities in the sector.”Tamed ntehtew tcrakp® fi mo p onsag k et

to demionéonanaxse al l those activities oriented to prov
financi al services to people that are excluded from
mar kets, and respecting the following characteristics:

T Target clsiocecnitasl:l'y or financially excdl-uded people (g
out <coll ateral nor credit history or previous/tracl
access to mainstream sources of finance (e.g. cur
mi ctemmtrepreneurs -ampgl eohedpel f

1T Objecti vbeobper astoicd m:l and financi al inclusion (not
profit maximization, nor; for profit distribution)

T At ai lnbparde del i ver yt lBaytst em
o0 anadeyy the repayment/ financi alorcaig-acity of a bus
vi dual and ensures t hei mpdedmeanstsi oans owe lover
as the adequacy of offered products and ter ms;
o offers acces$sailtorektlimeasures accompanying fina
t hat may involve training, mentm+ing, coaching
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port and ot her accompanuwiangs mRapsallres (
ment Ser v+vBDBRS®;s

T Product s

o microcrbadgi nhess microloan for the creation or ex
i nco-menerating -andatjap activities or mi cro
enterprises, i . e. the financing of i nvest ment
cai tal,

o ot hemper sonal i ncl usi omi caiiocsruorlaonacnes,, mi cr o
saving facilities, et c. (for busti-ness or persor
ed at protecting/building personal/ househol d/ en

T A small ambumhe individuali as aaswaglmaon with
i mum equal to theGER. per capita

This study focuses on the assessment of the market size and potential de-
mand for business microcredit and non -financial services in Europe and

the estimation of the funding needs that arise for organisations that provide
these products and services i.e. non -bank MFIs . Throughout the study , the
following general definitions of these products and services apply:

1 Microcredit: loan of a small amount (normally smaller than the EU per
capita GDP), proposed for the creation or expansion of income -
generating and job -creating activities or micro -enterprises, i.e. the f  i-
nancing of investment and/or working capital, offered to socially or f i-
nancially excluded people (generally without collateral or credit hist o-
ry) lacking access to mainstream sources of finance, with a social and
not - for - profit objective, on terms adapted to the analysed repayment
capacity (to prevent over  -indebtedness), and coupled with access to
high quality non -financial services .

9 Since a concise definition of non -financial services in European micr o-
finance is not yet established, this paper uses a general demarcation of
the term as a continuum, which includes a variety of services that are

targeted at microfinance clients. EMN lists the following sub -groups of

services as relevant fort  he European microfinance sector ~ °: general i n-

formation and orientation, client development services, entrepreneu r-

ship development services, and actual (existing) business development

services. Under this broad demarcation approach , hon-financial se r-

vicesare defined as fAservices that i mpnove the perfori
terprise, its access to markets and its ability to compete. This includes

a wide array of business services , both strategic and operational ,

ai med at i ndi vi du’ah importantepartpor ifshe wsedrch is

the further fine -tuning of the different categories of non -financial se r-

vices offered by European MFIs to create a more concise definition.

This study foll ows t he worfddrds tnaanrdkientg sotfu uact ure i n E
ropeancmdfi ndarhad was est ablixasmtess siers stoldmht e
financi al ihet rmmenosi nance in the EaSl programme
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The European MF sector i definitions and demarcations

1) The primary mam&rhketi soft hmi crocredlin tphiowi si on
mar ket pl ace, thpodemainadl o€l i ent s/fboeocaef i ci ari es
cessible finance to back their entrepreneurial act/
of financi afli naanndcimdn products andmiscerrvi ces offered
credit providers (MCPs) or microfinance institutior

2) SinEaropevdEd are motr mabdl yowetdakeo deposits from
their cthenwtsely on external funding to back thei
products and servi ces MFTdheemainndt efroarc tfiuwmdionfg wi t h
the supply of fundipgbinst ancgemptrs viary-e funding i
stitutionms the smaoketplyaoma,r kehe ofo-mi cr
finance fwnding

FigulreOverof etwiwof ol d mar ket structure of European microfinance
Funding PUbI'C

1
3 &3

Microlpans H

Clients/ Microenterprises and vulnerable individuals I
Beneficiaries

Providers

Foa comprehmaskapbal ytshiastan serarataisonal for EU |l evel

pol iicyt er venthieondenmnanndd supel gti onships between the thre:i
actoirms tnmmarsket stiet¢cti emersdf i gi aprrioevshddrusndi ng
institubeemse be taken intoThkioss sdmldypfciumms

the demand side of bot h et hfeunndiicnrgo Bnbaarokeeaantd o hl y
considers business microcredit, the market for microlc
mar ket on which th-éipaocialosenwonces is an integral p a
provision of financi al mi crocredit product s.

2.2.1. Market segments and ta rget groups of microcredit

provision

Potentemandd bosi nemssrocredit product snoaand associated
fi nanscdiad escoinsst i byttvea mai n :f(aldtharusmber pof

tenti al ahidédmtusnber of potenti al | caannd ZAdplpd i cati ons

vol ume ofextlkeenal fnieneadnecde
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Exi sting researamti cshewedt hatmarkets in European countr
verhyet erogeinmotuar ms of size aWMdssedimehéménhoaes in the
sizes of target popul at inccreshsrae dc dtrerele tthodfei-chanci al

vel opment of the gener al economy anMonedwgeh fi nanci al sel
|l ess, rough gener al segmentation of the typical mar ket
addressed by EuhapebestMi&hblsi shed over. the past years

In t Weirki ng Pearpigerdr &lFResearch & Mar kuentidtiA-nal ysi s
ferenti amasmi woofi hamget gpoduepst:i ally new business
foundernsest abl i shed micr of%Thhtiesr pfralslesws tdhe understan
ing establ i shemnd byttHeMiNs i n European microfinance, two
types of |l endicrmg desevvedes

1) (Soci al) ncl usitome | pmavingi on of microcredit produ
i

I
enterprisingenoprl oyeldf i nditvhiadduadrse excl uded from
banking services, de@eornomitchedtratsuosciof being social
excluded or (long ter m) unempl oyed and/ or bel ongi
excluded popul ation groups | ike ethnic minorities
average | oan sizes ameameraenltattiov ed yp droorwt basic i

come cr eattiiwmigt iaecs .

2) Microenterprisethendgirmgi si on of mi crocredit produc

exi stmingraot epri se®rganisations that i mplement the |
model of mi croenterprise |l ending tend to focus on
ket of mi crofinance, providing |l oans to bankabl e
mi croenterprises that have difficulties accessing
EUR from commerci al banks due to risk aversion or
The average volume of the @dlowilieghéroankan si mar k
the modélocdfancl usi on | endi ng, meant to support the
stabil imfatmioor oenterprises. The maxi mum | oan si zes

25,000 EUR (or even highbrsi hesdmegrcagps) al so i
cludlesnding to smallttyr aalgrbwesi naespreascti ce t hat
represents the main part of microfimance activitie

tries and is also an important part of microcredit

especially in underdevel oped parts of Eastern Eur oy
The roél ecbananci al services toeprmiscdnobeetdiypeclbifents d
l ending activities and tohfe tnmaei nl etnadri gnegt Magmmsgtu ptsut i on
MFI s engaged in (social) i nntl oanonal esradn mgce®d fas non
integral parct tefuppbetr package whil e Mhkn-s that are mai
vol vedi tcnoenterprise |l ending seenséetviheetmeiopti onal add
financi al product s.

2.2.2. Market segments in the market for microfinance

funding
Mi crocredit providers i n-bBwnkopMeFhatr e maitnlay | oovre d
to take deposits to financeThdree frtolrlee nsduipnpg yo poefr at i ons.
mi crocreditinprtdducnasr ket for mi crocredit provision is
availabilitay dfunaxXxtngrf or microcredit providers.
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Fundirneggui r emelmuaisl d oup and sustain microcredit portfol
i ncr emwser tdiurdeocanact ual or projected increase in the de
mi crocremdd/tthepscaling (higher avermadewhoen vol umes) a
ing MREI|l i ent Shasme@+sbankMFIls in E§eeropéatively risky
client groups, t hey-shasiond oioks tf oumen tsk, mostly in the
of public gBasant eens .t hei r | MF lexlysudsee <txd e nal

funds for institutional devel opment . Most MFIs start o
Vision. Donor grants and fisoft | oansodo are the main so
formative stages of the organisation. As the MFI matur
becomes avatl abhlee diebt structures have restrictive cov
guarantees. In the | ast stage of MFI eveol ution, tradit
comes avail ablmat ubreecaMBles cana gpabfftyabalse inves

menit® There is also a demand ftoor feixntaenrémeaMFlusndi ng
financi al services to microcredit clients, but this pa
not yet well devel oped in Europe

I n Europe, funding is supplied both by public and pri\v
Western Europe, publ iicmpomdamty i er sidkey man wmnvi der s .
public funding institutions are the EIF and EIB at EU
managing authorities or EFSI financi al intermediari es
l evelri vate funders act mai nl yheicor p bhesotta amewor k of t
responsibility (CSR) activities or in comoperation with
ture in Central and Eastern Europe is dci-fferent due to
tor and the prevalence of more commerci al model s of m
Hee,i nternati onal donamdoi g&eis$ aneairden $nuwomrdes acti ve
thamubl ic fumdsoBadht Eutrloe epiplrliivat e EFSE (European
Fund for Southeast Europe) is very active.

Tablleal i gns the funding neddsnamfacMgrs with the

Tablie Funding avail almlogbadamMFEHusr opean

Funding NegSources of funding Types of fundi
Staup costgPrivate: Donors Donati ons
InStItlJtIIo_rPuinc: Nati onaln-reg/ Grant s, subsid
opment

ment s,
Long term-iiPrivate: Soci al i nvelEqui ty anequiuta
ment / patibanks i nvest ment s
catal

Private/ Public: ln-t elEqui ty andquiuta

finance I nvestment V|investments

uity aneqgquiuta
vest ment s, i
ans

an/ National/ Regi onaji

Publ i c: Revol vi ng-fulE
i
public actors I
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RefinancindgPrivate: Commerci al Senior |l oans
capital Il nvest ment Funds
Private/lPutbdrircati onal|Seni or | oans,
finance I nvestment Viinstruments
Publ i c: Revol ving-fu Senior | oans,
an/ National / Regi onal
public actors
Operational Private/lPutbdricati onalGuarantees
of I endian-g [fi nance I nvestment V
tions Publ i c: European/ Nat|Guarantees
Guarantee schemes
OperationallPubl i c: National /reg/ Grant s, Subsid
of nAfoinnanci|funds programmes
services pr
In the microfi,Mdlhce asdectacsr fi nancialcomnectmedi aries th
mi crocredi't provision andlmitcheifrdiam@enbhahdiing.
termediari es, t hester aonrsgfaonrins ad¢ a pintsa | resources into fi
products t hadctoncsaunmblgie f i nal beneifeirrd.ieampires-i ng pe
sons stuagprsand mi croentTehrepyr i sleso of fer additional servic
suppathiter cl.i elhtes | ev el of t heiarciatsy sftiintauntcitoanla li nctae
medi adegt er mi nes i f they act as efficient transmi ssion
necks in connecting the avdihlealleamafndn difng ithal s ateicd fpy
ent s. Mul tiple studies and % argeys thdaptetathesl past year s
MF ¢, eescpi aslnayl | er organi sati ons faroan Weart eeatne rEiuz eod e
by | ow capadinthye |feovleklesywi amrge a s :
T Lack of institutional capacity in building and
adequate fundi ngogmoodwe Imsi crofi nance. operations
Addi ti othntredrley, i s a <cl ear need for sustained fundi
staup and ompeoats and funldemdi fort @nhi gh ri sk
target groups.
T Underdeveloped systems for performance measur emer
anal ysAi scul ture of transparency and reporting 1is
i n Rboannk MFIl s, especially in Wester,n Europe. I n E
capacity |l evels in this regard are higher, but ar
fulfilling reporting requiremetnitosnsof funding/ dono
1 Average capacity l evel s regardi ng- human resour c
agement®l t hough recruiting experienced senior ma
st addesoseemo be a probl em, finding trained midd
agement and experienced | oan offiders is difficu
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sati/opnrsogr ammes . Training courmadd aeed to be tai
these empli oylee sof usbea nfko rMFnl osn

T Lack of <capaci-bgnlbyMRlbos for networking and co
operatiMome coordination efforts batween the actor
tional mi crocr edinteetlecdtadrisowarpeer exchange, joint
mar keting activities and | obbying If-or more favour
icy framewor ks.

Taken together, ctomageae biuslsauceksdi cdv e st ment d eadi ness

thdti mits the use off unodiemgtdiv@amermtdsmi cr ofF hnance

parti cuuinldaerr,devel oped performance measur eement can be pe
serious bamwrieerext@nsi ve funding oppar tQumilti es i n the
tat i ve research reveals that many MFIls are trapped in
funding without proper performance measurement and no
measurement without funding.

To i mptodewenstituti onafEucraoppaecaint yMFI s, t hm- European Co
mi sei chas devel apedpedr Code of Good Conduct of Mi cr
credit Provhei adcde pri marily adédbraensks erdi ctroocrmeerdi t

providerthsas beernhensi velsyi npcielsotceodncepti Odnden 20009.
EaSli,gmsiunpg t o/ endorsing them€ode pmals t becn- f or a

cessing assistance from EasSlI Technical uAssi stance and
ment fhe Cbddéive indexed sections comprising several cl
1. Cust omer and I nvestoThiRel xaddtoindgh eddai-gr s
tions of mipa rood rdeedist t owards customers and iinvesto
rights of customers and investors;
2. Governanlchei:s section covers standards for both mana
the board of microcredit providers;
3. Ri sk managemeins :section details commen approaches ¢
cedurcrs managing risk;
4. Reporting St alnhdasr dsseecti on details which indicators,
those on soci al aspect s, mi crocredit providers mus
di sclamsae¢,
5, Management I nformati ohhiSsysgseatsi:on detail s common
standar chanfgement information systems

I't i s expectedgdiimgp| ement at i on wifleltthan cCeo dteh e
i nstitwtaiparcalti es ofo+ffanbpeamd act as the-future qual

ty benchmark for the provision of mieamr o dhroevd i t in Eurorg
much i mpact this wil/ have on the overcel It hper for mance
capacity of MFIl s t o absaonrdb pfrwnwdidreg as tgrreoammsng number of
mi cr ocrceadn tasl so be | irneigtuebda yb yf rtahnee wanrdkes whi ch

they operatel.i clahted oihepneaft i ofnraa me wor\keb eleax -e

plored in multipie pepeéatsithicomsst rel ew-ant i mplic

tions ar e:

1 Restrictive bankioginlbabvesn k hMREIl s t o mmrovide micr
credit products directly to their clients

T Microfinanwietrnegpws ting and risk management requirer
that arde mamadf amo+tbank MFI s
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T Usury | awsi ntihatthe interest rate flexibility of MF
cosithntensive <cl;i eemtd,groups

T Theaclbfaccemsfs Rlbeaink MFadlebt registers

Currently, the Isfgad mMiramewnedkdi f pabsit anodohal ly

bet weEur opecaoruntri es, rachgd ingatferdom egal oacts for mi cr
finance provi sipornovtiosisomesciofni cmiacr sl eredyiungtiimg t he
banki ngNGO s&¢ttnhece. this is a matt,erheofr onaet ioofnalhepol i cy
European Commi ssioni nistilaaminveedsd at o capturi ng |l essons
| ear n@ad some c¢ awrdt reixdeg apol atsiunpgp otrhtent teo devel opment

of microcredit prcoovuinstiroinesi n ot her
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3. Assessing market potential of micro credit in
Europe

3.1.1. Top-down approaches atEU -level

Toown apprdachessmand assessment i n Emuelopean microfin
on publicly avail abl et hsetaattiisndlcal ewalt aamd assumptions
about stilwee samar ed hefar get groups fdrsemi crhaprnedi t

2.2 .tlopr oduacne approxi mati on ode mahnadtt phaEtUe nlteivaell

For thistwexdygti ndgowtaopppr oachesanwkyieedrmoed-

t a.iTlhe firstwane tnh @ dbayt é& Eur opean | nveisn memé Funds
framewor k of®elEaREuMAEENdn$ urther develrsp&dshwyg

paraf thantg assesftmaemte financi al instruments for mi ¢
provision underoghambBe&écond metalodevel oped by

| CF GHK in the framework of the evaluation of the JASM
Top down approach by EIF and evers & jung

As part of the preparation of the EaSI| sp-rogramme, ever

sioned by the Europel@G Emprimdywmd mpn)oduc-anap ex
assessment of the plannedfbr namnci afrni htilbiec-e ument s
crofinamdceSoci al aBuadihniesssstudy included off mar ket anal ys
the European MFdemtyomathet i mperfecasowsel nd fail ures
as to assess investment needs in the area of mi crofi ne
anal ysi suswalr et o devel op and validate financi al engi nee
the neaor afii nance facilThg anmdlegspElacsSried t he demand

and supply side for microcredit provi sfiione and funding
country clusters, including EU member States and EFTA

Toassess the demand for mecveosr &@dpokhgdodtcesi|s
ing appr @aadhesdent idxiedt ttohgdownest i matbhyont he

European I nvestmasttiFenochost promisi.nfh wsst-arting point
ti matiispaased on Eur ostthaet wdoartkai nogf poptuhat E@n sk

of p o vt Thtey u mb erf potenti al eint rteltpirenpapdlcat i on

cul atley mul t itphleyiwwogr ki ng popul ati owi ah theksbarpoverty
of peoplhe th&dwi de Eurobar om&ttehrats urhweegy are willing

to start an.Beansteedr poeni ste mber of potenti athentrepreneurs
ri sk of ,popetewnti ayr eclojfireinctr ocredi ti prest simanhed

by calculating the number of peopl.Bot hatwiagtaally star
study b¥thi® group taomamorsth o f al | pot enti al entrepr
neurBhe tdembnd volume can then be calthel ated by mul't
number of potenti al wii ¢thter edetage i eoadasi -vol ume of m

crocriemi Eurlonpe20@7v s € al ceusltaitmiaotned t he deanrand for micr
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|l onas in the EuropeanatUar o0 BWD7) oans a year with a
total volume of YEUR 6.2 bn

I n tehxantaessessment, e vaerrgsu e& tjthiieagtt i mamd denls

adaptable at taedcBumodp gsadhueev etlobrtchaadrai | abi |l ity of

t hbaskata used he (meodredi nuyl gptoaponr i sk of poverty, results
of Eurobarometer. Fhadsbhadvapntgdybis aipsprtohhaeth

data usedl loominy esti mati on of the potenti al demand for r
one, al tihmpaghtmanrtk et s egfmemitcr of i naunpcse b(gs-tpaer t

ple at the risk of poverty). I't does nnot hencl ude t he
mar ket se@gmentsarget sgpreocuimlil@¢ i ng micro businesses and
sedefmpl oyed) and therefore underesti matdesf otrhe t ot al po

mi crocredit product s.

Ever s & ujpdradterde esti mati on from 20p7dw ygbererate
demandn 20T HRe al cul ati ona ppodanpandnau alle mand of

1,214, m0@doans worth EWURTS8hlI6eEh®dws t he steps in the
cal cul:ati on

TabPRe Cal cul atimensetapsdown appreaehs & jung

Popul ation EU28 (2012): 506,820, 764
A66. 9% working popul-@4)i3@®, 0O656Be d®916
A24.2% at risk®8p, pb68eR6g

A37% potential eRft30e@d5@Ond0M0s

A4% target group: 1,214,388 potenti al I
* Average 1%7anl 2s9 zEeUR/ | oan

APotenti al l oan volume: 8,657,374,669 E

Thicsal culddddsonnot account for the differences between t
countries regarding the size of the population at ri s}
potenti al entrepranemnageckh odn t. B eEzveer s & g-ung ther

fore prombdaeldetai hesessmbaseadn actual nati onal dat a
regarding the size of the population an-the risk of p
trepreneuri al persons and the average evol ume of mi cr
tween 2010 ambe20é4ults for each countriyn were then ag(
comtry clusters, and fnoadludgrngayNEU cleelvaenld (& Switze

l and)which is shown in Tabl e 3.
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TabBe Esti mated demand and supply for microloans in the EU

Counycacluster Potentiemland f oro-mi
credit (*2012)

Centr al and Eastern E 1.2 bn EUR

Western Europe 2.1 bn EUR
UK and Irel and 379.6 m EUR
Sout hern Europe 1.2 bn EUR
Scandinavi a 231.5 m EUR
Tot &£IU 238 5.1 bn EUR

Based oncatltciud, attithcert al annual i dhemElEH8 ountries

wass. 1bn EUWUR 20As2 addi tootspblever s o nmpedg nid-

vi duaoluntry results with avail able market studies at t
France or .GeThmasnyi n diatchaitseglown cal cul atiion underest
mated the potenidafhit @dde mMmamdt hese n,atalotnlad u gsht unddte s

by a wide. margin

Top down approach by | CF GHK
Thel CBHK repevtl uation of the JASMI NE Technical Assi st

Pil ot Pthfasre t he European Comrdntihses ipoenr faorradaynscee and

i mpact AGMI INEi t iart itvlee European microcredit sector from
201%The JASMI NE Technical Assi stance Faoc-i lity is a pil
vides two types of services: technical oassistance to

viders and business devsedrowinteenst ftooroltsheanalnt i re Eur opeec
mi crocredit sector.

| ClBHK criticizes the reptrispteedtihveeoméd apgnm oup

proaltyr evers & jung. ®Bheybarsdueaetmaatd assessment shoul d
al so i nclude ot her potenti alas e netsrteapbrl e nsehuerds saesl f wel |
empl oyed and micro enterprises that are excluded fron
services. Therefore, t hey dtocallcmpddamandefloodol ogy

mi crocredit tshamopeocioherehensive view of all mi crocr e
groupsi.s TfThramework i s based on dat asfrwem la alsiterature

Eurosamad ECB surveys on SMETHe& nmetcleo dqgll AcgEy) .
fourarget gproopuwpl at i oh ® -gsruocbu p s, which depict the share
the relevant targeted groups

T The ftiarddegr popul ati on dempkogediie of this
group represent the unemployed-emple&kyead)y, to become
whil e 34% ofgrtoluips assureb descri bed as unbankabl e.

T The s ectoanrdg e t popupabi esn a-up entrepreneur s
seeking find®%wcefgrtohuapsé aki ng steps tio- start a bus
ness. 20% seek external finance under EUR 25, 000.
of thi-growp is already funded by ftrhends and f amil



groupbds fundamgamtiealsl y met through commerci al
while 41Wicftargategumowspccessful in obtaining

T The thhardet mopuwlpati on rseepefmplkeaoayesed dndi vi
ual.s 15% higs oupseeki ng external finance wunder
17% are funded by family and frienga; while an
tially able to meet demand through commerci al
unsuccessful in obtaining commerci al oans.

T The Itastget mopuwlpadriemst abl i shed micro, enterprises
whi dadlhmrgets the business popul ationmithat empl oys
pl oyees. 9% of these businesses are seeking
EUR 25, 008ralbmweady funded by family and friends,
are partialmgetabdemamd through comaredci al
l6%rensuccessful in obtaining external finance.

The relevant mar ket size for each country is then
expected number of Dborrowers wirtoimhteh &aMaNyer age | oan
Vi eSyu vey 22001112 . Thwei dEeUt i mati on is then gf-ormed by
gregation of the results.

Tabldedepi ctkgbbhpect s twapphreoacabkes by ewegs & |

and

1GEHKK .

TabWle Overview of met hboyd oel voegrisensk { 2®dI3QF aG{HXO0 1.4 )
Evers & Jung I CF GHK

Referen/201-2012 2012

Year

Target Socially excludel Potenti adpsst(arne

groups/|starting a businployedtanal } haaw-t

Mar ket cess to finance

segment
covered

Exi stmircg oenterpri

sol o entrepr enecur
cess to finance
Variabl|{Countsespecific va|Country specific
include T Actipwepul a(tibo T Tot al active
694dat risk-of (1% 4)
erty/ soci al T Number nefmpd oy
1T Proportion o persons
that are int T Numbers edff
becoming sel empl oyed i ndi
empl oyed, ba T Popul ation of
nati onal res busi ne sxddane(
robarometer pl oyees)
1T Average micrg T Average micrbg
vol ume in EM ume i n EMN/ MF
Overview Sur view Survey
Nonrcountry speci|Nonrcountry s paaai-f
abl es: bl es:
T Proportion o T Proportiom- of

interested i

sedefmpl oyed ct

pl oyedwt Baes

become -esmeplifoy e

evers & jung

EUR

sour ces
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EUR

Bot@&approaches havproeirditmsgia structured met hodol ogy f o

public available statistical data to assess the poten
mi crocredit Theppeo&dh of evers & nluyhge-donsi der s

mand from one t@pagti¢alg raotpagpr tout of soci al exclusion) wh
| CF GHKO6s approachHoakseti ngl bde s@heksdssesapprCdach

uses more vari abtleestiomadidirdpoet ent i al demand, al though
most of t meoseouwnrtery samealcitfhiea ef odiestnmoirgthtt he overall
resulNdi.t a@gproach ed adhworwatteo i denti fy the annual number
potenti al | oan applicatiaomd hHowmtad heassesrsestulhe sfuture
devel opment of the estComapgeardi e mamal resa-l ts of the cal
tions XO0lo2n t hat were based on these two approaches, it
say that the approach of evers & jung tne-nds to underes
tial demand f or business microeGHKIost aipnprtolae hEU, whi |
tend to overestimate it.

In this wet pdaypose to use the baotwnp arptpy oa@afc hlest h t op
(uisnpublic statistical data sources, i haguding mul tipl
country specific variabl es) anudp cpoembsipneec tiitvewitthrata bot
all ows fodeda ambree brodak hewmar ket structures in the dif
EU countries. This should all ow ftolme @t enotriealr obust est |

demand and market a@neéegtirapomdwBEWUre devel opment s.

3.1.2. Bottom -up approaches at national level

Contrary-dtoavnpmpoaches that rely on aggregated statisti
mul-tbuntsruy vey results to calculate progy valwues for t

tenti al mi crocatHU t| ecHaea tetneunp approatbess on

budilng up gener al mar ketcounnftagryrea tf ii @n afn@dmsi s

main data fsoursesch cadrcalrntéepts heaati onal, | evel
estimations from pramaikéebnientodmatMFdrs

An examddlEott-apapproachexer @ainse from 205Dp0, i n which re
resentatives from a sample of EuropemhnoMFIl s esti mated
creddetemand in their countries over three years. I n toa

2,935,000 micclrioemrggseident i fi ed in the3ablbgountries (see
The highest demanddwas oenk puenempl oyed peopl e wishing to
business (20%), foll owed btyempmophemmwhoy ead eorl olnigvi ng
on social welfare (12%) or people who are excluded bot
wel fare support (4%) and other dissagVa&ntagehntgroups su
the young, and m¥grants (4%)

Tabbe Pract-basedeeval uation of microloan demand in 10 EU member stat

Selective Member |Average eval uat-i 0

tential demamhber s
us e,2s0 0-2 0 1)0
Pol and 675,000

Bul gari a 110, 000
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Latvi a 30,000
Spain 500, 000
Romani a 230,000
I'taly 475,000
France 375,000
United Kingdom 325,000
Ger many 210, 000
Net herl ands, the 5,000

Tot al 2,935,000

Due tmbssing documegtatiog the methodol ogy used for pro
this est? maseéromsutananot be extrapdl atkelmtberf or
statkerbatt-am apprtolagpthodseaer obust approximation of the
potenti al demand f or mi, avreavaorud ddi tn eierd n &p atr &t
overvbéwthe methodol ogatbkernibregl cf odoafe achBU

countmy ord&ssdeos the size and devel opment path of the
segment s/ target groups for microcredit

In the searshi fabl a pbaatptpam achanisrpaa emt and comp

rable manner, this study | ooked at di fferent mar ket e
wereonducawer the past years in Euwkampherscobntries. Th
Romani a, the Netherlands and Polewasd wedlde@fiuderdtoirfi ed ac

deriving the key aspects of such an approach.

The most recent report related to tRmemamiiarocredit mar k
was drafted by Eurom Consultancy and Studies SRL for E
Bankihe summary report pr easdeen tpauthiloinc weats tnmhe Ministry of

European Funds meeting with Romanian Financi al I nstitu
I n trheepoEUTr omset h&U 2v8ar i abbketabl i she&GHK(ys eleCF
previohaptted )esti mate the potenti al annual demand for
Romani a. Adjust ments wevear maldlegesfrarent wgee of une

pl oyed seeking t-emplecypyend, sfeddm 7% (in EU28) to 2% (f ol
purpose of this analysis in Romapiahtaergdrpercaestage of
seeking finance fromtitbe, att ome 4op 0wl 2t%. These adjus
ments wer ebarmsaedde on t he aslsauwerti emt rodpreneurship skills

among the unemployed and t heofacltadwlkicpgputvasi bar and
staupsn Romani a

The calcul ation results in an annual demand for mi cr o
| oans represenmamigegtal uteotamfl 1.5 bn EUR. oThe report ext
|l ates this resultsFitowped22021 (see
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Assessing market potential of microcr edit in Europe
FiguwreProjecntiicor raféimand in Romani a
215.000 2500
210.000
205.000 2000
200.000
195.000 1500
190.000
185.000 + 1000
180.000
175.000 500
170.000
165.000 T T T T 0
2017 2018f 2019f 2020f 2021f

mmm Demand for microcredit ( Value MEUR) == Demand for microcredit (Number)
Euromdés depsermnot present country specific research da
and is theorreef dwrickep down assessmentuptheaal gsbettom
Thé ndi cartmrtshd-GHKEssessment are not columkry specific a
'y reismhotver esti mat iacrn udadlmarhnce potenti al if-or business m
crocredit imMeRemdamiedess, this report makes a case for
tion of standdaown zadseopmenhtusi ng al l target groups o}
business miamndcmoerdeiett ai | ed -ubpotamad ysi s using country
specific data andthedecatogset groups
In BOBEON Foundateisemted a report on the demand for b
mi crocrediNetihrerttlBaTdhsi s report wasshoprntogumdd er
creatofahi gh Iidatil onal Advi sory Coumciiln o020 OMi.cr ofi nance
The Council advised the Dutch cponperethreansti vieo devel op a
crocredadr ammencéadaching, mentoring and a guarantee sc
This programme ulti matel yr @& ataisoen Qrheadti tiss, mow od el i
ering a range of mi crocredit and small SME | oan prod
Net herl ands.
To estimate the total demandi iotheuBNéenkasl aamnds ocredit
repolrdolag the main target group off owmmsomess microcred
peopwloaspi reet oup a business and are exw-luded by banks
|l ates the potenti al demand wusing averam-e | oan vol umes
proacihe r epdoerntt V,8 eef Diuhteplopul at i o4i na o, Maodw
t her e,f70,r3¢% aohual startups as target group for microcre
Based oditghiiriee ttal potenti al demand #8r 5Bcpel oans
sonwith an average | oaBURIi wlecolir dssptdoddt ot al
val uebof’4 0m E.UR

% SEON Foundation (2008)

21
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In an addit,itdhralr eptoep di ff er en thiaantkeasb | bee tdweemreann dn o n
(below 15.000 EUR) and bankabl e dermand uhdwer 15.000
25.000) EURDbealt pot enbtankabden demand is ,26. 105 persons
with an average | ocBEURswheobfeS8podd@O9m EUR. The

tot al potenti al b a nckaal bcl uel adtetruadrad® iper sonsrwith an ave
age |l oan siz&URf whZoho @ ssppod®d@8 m EUR.

The report also argues that much of the estimated dem
successful | oani apphecpbitems | al entrepreneurs are not
with coaching and mePPhoyivebdlesea rgwniede sp.rocess for the
assistance of micro entrepreneurs in the Netherlands
applications fpirmpricweodc rgmdeé p ehrea tpiroons peefc et ve entr
preneurs and | efsrsom etjheec t NMFolnss

The r ep SrEtONbsyes a mi r»attwrdeo wnf met hodol ogy- and bottom
analysis to provide a wuseful picture -of the actual
ss microcredit i n t heex aNveptl hee rd Haaawdsp o rctled i s

okgt tvhar i segments of tihre anagikeeén ovduncthr y

udpeot ent i al clients that cannot or wil/l not use produd

c
©

— o O

e -cal Indd ontiers of accessoounedahdouwiotl abhalye

m presearch f rtaomeiwb dkuucphar ket i nformation on national
rket strDavuded®orteus establ iisnhead®Gshea met hod
alysis tool to understand how markets work over tin
w they work to inpoemspeapless by

e access frontier approach segments the market for
to five groups: ctuhrorseentwwhyos @ swho tcoul d have it but do
nt it those who are within reach ofuthe market and
re, asned dailhtosi de t he reach of the market because of tF

~s~—H S®¥3~+H 0>
C®S> 050

The apprfoaalses on how to increase the pfoportion of t
lat i on who can access a product. This requires understa
notusage and defining ceafrfedaitlilwe dmcepsasrti cul ar, the app
seeks to identify potentmarl ketsexsndon whhoe airseuprat abl e
to use the product because of insufficient i ncome and
e reach of direct market solutions in the medium ter

h

Based bhe segmentation of cuseest otuseeei madkeonpol
cy zones ar e (ildeéret infairekde:t enabl-bméweemnonde cu
re
zo

nt usage | evel and cur(relinhe amarelsest fdowndli epment
nebet ween the current and fut(Bpedicsesisbdtriomni er ; an
zone of peopl e-mam ktehe gswmumpa This distinction enabl es ¢
state intervention to pronmortce mat wactchetltehrea tset autsea g e
of market develiopmpatti amldar, not to crdowd it out. Pri

ers should also ade¢umt st haet egil @nrgbased lo-n t he mar ket (
opment trajectory.

| lPol antdhé@fronti er s noeft haocdcoel sosgoy wa 1 2 @I6i MeFdC
to assess themamdndonmdf wirr mi crocredit in the framework
the JEREMIE. imheéanaktysiesdemandheswamadpasedi on
focus groups and two hati oeralsluyf02®yg proaele me
households and an additional sampl eomolfow203 microentr e
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fiebhngebiahidt y he
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nanci

ng

nterest i n
previously
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account
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sTéhlef
el igible
y objecti vellhyeo tlla wadtfu at eheed
averauwrer ghivtarno-sd z e

rest

for
mi crocredi
of

Since only 3%®%enftitfaireg et group used mi,ctrhoecr edi t in 200
studmader ecommendati desel to@ t he di fferent mar ket sect
(Azonesowertehchant i fi ed via the accessthfer-osnoti er met hodo
call ed kmat enabl ement zone (withimnalcadames m o frontier
ket devel opment zone atwiesbi nogfowesgeciidlilmi ts,
enabling policies for inclusivke entrepreneurship are i
The example of the study by MFC shows the frontie
ogy can be appliedpfanakhydiogtbomat produces detailed i
into the natiomatumarket mtktctoaledi eoesnsi hat

fieldwsr kequier.eggd duwr weoywul ati ons of microcredit target
In the following proposal f otroagasedntegmanedf approach
business microcrediatppirmatsled | ElW,t etdhii sn proposed tool
for analysis at the national l evel
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Basedthbhreview of metahdadl @gi cal fr a-chewamkis for top
bott-amassessmefintasr k ot ent i bhlusifromissr oci enduift
ropaproposal for an integwas$ edewaplpepadhi ves for

a combinatai)onstoafndar di-aewn te@psessmdnttshe tot al

mar kpbtentigaheimalcroccedient ghooapghout Europe and a
tool bodb)f dot-uegmanal ystihsenatti onal tloewandtti He

specific mar kdath asdreg maand afsosri bMFel s opemnalbhéagagl i n

and economic framewmprlkymemt seleintrepreneurship and mic
l endi ng viam i tBlWs countri es.

During the writimngheofprtolpiosedt ladbypr oachwiwvwaehs di scussed
EMN and MFC as well as wi hht ir empiacersoefnitnaatnicvee s o f
wor ks MRidsr odni f f eEW& ndoun(tgalelslilebi n t  he .annex)

As part of t htihse rtksperargadrt of the pr@pased approach
fication of main target groupswaasndpitloottaeld mweirtkhe tt hpeot en't
mo s t recent avail ablfers28Jt cetntcdilheslatesul ts of this
pilot calculation can be fWanpgr omode et mewxpgdathe ptt keirs
data regu(lsaerel al so caamagtoemsse. 3t) as a starting point fo
bott-am part of the enxeeerdcsi steo, bmneh i acrhg annailz elde vaetl nat i o

in the coming years.

3.2.1. Top -down assessments

3.2.1.1. Main target groups for business microcredit

For shendardi-aedntapsessments of the total client potel
mi crocredi't mar kets tlar guegnreawtl HuUrsdpgetcwd on bet ween
main cldgremups for businessd smichrosemediwthi ch i s al so used

by ERd&search & Mar kienn tAmeailry sGfisd 8MH | Moecse sis- t o F
nance Market A§SABEMAENt s

a Client group 1: (Potentially) new business founder s
b) Cl i ent grBxipst2inngr oenterprises
Within these gtrwouplsp wmdafelnt i al clients for, business micr

morepect hrggnoupmgsan be de(seaem teildg od):e
Client group 1:

a) Potenti al new busi newts dfounadeiral excl usi on
b) New business fionuntdheer spr ocess of setting up a busine

Client group 2:

a) Existing solo enok eer eomesaenasr

b) Exi stimhgroenter wiithes® 9 emp, ogkdsr than one
year

c) Existindividualwiftalrakte g al form in Eastern European
countanexisting informal busi nesses
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Pl ease note that this typology is based-on existing i
enti ations in European microfinance and an initial que
mar ket perspectives 8Efurbpedmhl cofumami es, conducted at

annual conferences of MFC @danbdle&@MN tthhei sa nyneeaxr ( s ee

FigureOverofi awanl i gnbupnsdpect Arget dgomoupssiness microcredit

Client group 1 : (Potentally) new Client group 2: Existing businesses
business founders

Solo entrepreneurs

Potential business founders
out of social exclusion

Microenterprises (1-9 employees)

New business founders Individual farms and informal
businesses

The size of these target gr oupspubal niacbleey lagphplreoxi mat ed u

data from ,Eumreotsitcantah d diah@ r esul t s notfr etphree-n&luo b al E
ship MonhGEM) which surveys the | evel of aentrepreneuri a
numbercoudntries including mos® Te&EWl emetmbemro witda s san

overview of the target groups and data sampl es.

Tabbe Data used fotrbadalzeulodt itrmg get groups

Target group Data ufed total si zce
group

Potential new busine|lMost recent Euwrnoow kit

out of esxoccliuasli on ageopul ation at r{ Hk

rostat)

%0 For countries that are not covered by GEM, we propose to use average GEM results for
the relevant country group within the European cluster (Efficiency -driven and Innov  a-
tion -driven).
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Mosntecent GEM hiatea oI

popul ation with enntr

tetion
New business founder |Most r &wme otsdtaattoan ow ki

age Popu(Buioxnt at)

Most recent oGEhM rdea toal

nascent entrepreneur
Exi stéolgo entrepreneyMost r ecesnttatE udreobp al-

ti onenotfer pri ses amt i

pl oyeoelsder than 1 ye
Exi stMingroenterprise{Most recent Eurnpespahk

tion of enterpri mes

pl oyeocelsder than 1 ye
Existing indiviadum{ I ndividuaMosar meEwent
formhlbsi nesses st altatoan number of ve

farmdove subsistence

I nf or mal buBMosessece

European Social Suryv

number of liwé-emmaloye

per s¥ns
Since the approximation of potentiact umedw business fou
business founders are based oniisnutrevnetyi orne stuol tssett huapt ask
a business in the co(m mtgr etphrreenee uyreiaart8 bientnegnt i on)
the procetar taifnbgusionesnsascent ent weppempwse) ,t 0
produarenual numbteaksi tnbpjygp GEM based cal cul ated numbers
t hr-geassum¥

3.2.1.2. Total market potential within target groups

The harodi ndi vi dual s and/iom temdeéxe ptasgbésegroups

access to finance as t heihravmainm parcachelsesm taon do/aonrk | oans
orot héor mfad rsm of externdtedrueaddmgr ket potenti al

for business micrdseridgu).eormomduct s
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FiguwreOveroftawget groups and total mar ket potenti al

Total market

potential in
country XY
for business
microcredit

Toappr oxi mamer Kete p oft eenatcihalt ar gedi fgfr eruogahd wn
assessmenthodoesgpreposeadver e chosen baskd on the fo
| owibnagsprci nci pl es:

T Si mplicity

T Updatability

T Compar ahi laintdy

T Workingpwbthcly avail abl e dat a
For the targeQG iegmdumpasweipp obose to use data from the n
ti onal resul ts of the GEM Report publEinghreedoreneuri al
2015. In thiker@phWMrtonsortisumscoegmas di ag the use of
finance by early stage entrepif@enappsoXxinmadEeM tchobeuntri es
numberfpotenti al new business founders tolwat of soci al e X
could be | ooking for a,weuspirnoepsoss emitcor oucsree-dtihte survey r
sul tsnogdxcl ueadl vy stage entreprerfewmranceaesiarsg abank
proxSi.naecess to bank financet hies gvreoruyp loifmi asepdi rfionrg
entrepreneurs ou,tweo fe xexaltu sfificgti rnedhiicsat esi + he mi n
mum mar ket potenti al ofcoreflilbttdii 3edsar mietorrg rtchuep .
target gnewpbofiness fwangilropose tGEMSs®uIwhey
resudft searly stage entrepreneurs using friends as a sc
proXyr the mar ket potential .of business microcredit
Foexisting microemwtermppripsnssyise dnattahef rEEB SA
(survey ormccteltses a o fi nance,uosfi hepnet esrhparries eosf) busi nesses
t hat see access to finance as th8incenoshi prdasang pr
covers businessesnevidriplady d ee,a sad npréabeyd exi sti ng
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solo entreprBRaseaud son available (althougdgh mostly anecd
dence regarding the financial ,Feweds opfosseolt® entrepren
doubl e the share indi ¢cBtedr by tfher E@BcI3Aent er pri s
entrepreneurs not only face | ess suppdo- of accessible
paredmit@wr oenterprises andr éegWuElsen ttghuenyt ealesroor e s

vere fluctuations in income | iquidity crises.

Al s proxyhéaonufanequency of finhocheadewd agquest s

get groups needsabtlovedheadr gue t hat everynbusiness (solo
trepeurs and microenterprises) t hat sees access to f
pressing problem is |l ooking fobnasoemeokéemdtmé meaxtrnal
three years.

Forndividual farms and infoomalompasabéesssrvey r

sults can be use@d. pThheronasfeorae proxy based on the experi
MF | practitioners with these target groups. Regarding
expect that at | east 60% are | ooking for external fina
Of th&89é& are financially excludedf,orim@@nkhave no acces
finance. For infowmakxpesitnebhaesl0O% of @1 | informal bu

es actfyivoek f oralexftiemannce each ,gewrcad®Obhdhese
ered financi alTay!| ex c7l usduendmar i zes the methods for targe
construction.

Tabll:e Met hoydtochppgr oxelmasi ness microcreditiomhrir ket pobapsi al

Target group Approxi mati onometnlyc
Potential new busine|lNational r@BEMIRespaamt
out of esxoccliuasli on Entrepreneur i(8hareé na

TEAsing banks as dsou
i n)g
New business founder|Nati onal reEM | Rep a mt

Entrepreneur i(8thareé na
TEAsing friends ad- g

ing)

Exi stionngp sentrepreneuProbmsedresults of E
foexisting microerke

bel dw)

Exi stingrmenterprise|/Most recentFE EC&VnS Ano €
enterpvosesng access
as their most pressi

Existing indiviadumai Proxies based on exp
for mal busi nesses practitioners with t
% E.g. from a regional crisis intervention hotline for solo entrepreneurs, run by evers & jung

in Hamburg.

3% We propose to multiply the share of potential clients by the factor two compared to m
croenterprises.

2 €
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3.2.2. Bottom -Up Analysis

3.2.2.1. Accessible m arket segments for MFIs

Thaei mensbb@rhemar ket segmématts aceessilodeabank

MFIl @ardetermined by differentthBaatuicomalal | édwaelt ofs. gt

|l egal framewolh&nk olre madinng, support strue-tures for incl
preneurship, devel gpmerctt oof amankiiln ernative finance, et
mar ket penetration itshsiusesso 0O d ea =¥ @steaurpand

separ after yeach .cdwntprryabisé esphoubbe i mpl enbeynt ed

practit(iMmBlemr)s their respectiveamadtioonalssoeiaodi bas
sinthesaetorave the best insights into tth-e scope of t he
reach

ThesvM|l mamrlstessments should be based on the numbers p
the -down assessment rpeogtaerndtiinagl stinmer k@ft t hre main t a
gegroups in a gise&rcouht Rgef éérence soutli@me not found.
he anfiex firséesplitddcessairkkled m e gmoarsti sstth eo f

number of i nd/i wu ddiurad s ses dii nf erpeenttent i al mar ket s

that can be reachiend abygiMFelns ti(me. pertilmed next three
years)They might be segfgagatpesd winthd nsubhe main target
groups ye®umg new businefemdloansels wmgrmne-pr ene

f or mal businesses )r3iene bFi gnirge athtfsor a vi sual represent e

Figur eOverofmawket poitrenttdaradetangr cdwpsal aomae kbdiybF e s

—
Potential business founders

out of social exclusion

Accesible for MFls

New business founders

Total market Accesible for MFlIs

potential in Solo entrepreneurs
country Xy ==
for business
microcredit

Total market
accessible for
Accesible for MFls - (Non-bank)
MFIs in
country XY

Microenterprises

Accesible for MFls

Individual farms and informal businesses

Accesible for MFIs

Saw—

For the country specndistamnsdaersdimeend smet hodol ogy can b
formul at edhi sapotnméest feasi bl depppdesabhghly on the
framewor k cdmdietacohn sqe@.ug.t r § c cexsiss ttiong market i nfo
matioh MRlvsai | abisluir vipyddgseaddi ti onals a@mnat isutrivey

data at nati onaAs ImewelipmetwdcottbBeyassessments need

to take into acdcecwmthdr glegwd ma mewor k coantdi ti ons
national | evel

Therefwe eadvotcladl evemept aoniet hodol ogi calfdrool box
these anal yti,oaut aocft iMFilisciheasid nati omanldasmset wor ks
ciaticamsi | d ctohuenitrry ampecioffHcads ed on our desk research
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wesuggdotl i owhe gener al fogint ioddcse des met hodo

ogy( seehapt3erl).t2o0 assas $ onal mar kethbasedmemt st he

resul tstoopdotwhel cul aft itomt al potent.i al mar ket size
Practi talmkey h bt esadkownhet ot al potenti afi marak &ktet i nto
outreach zoneso of busi ndasg mievrdompedivtdr ti me depen
ing on changes in market andheramdwomiatcomdintiedrds.
att heati onal l evel can behérbaledhoaaowg i nto

1) Totmadbtenti alf otrehrek edti f f erent ;target groups

2) Current usage of business microcredit in the

groups (in %, and the recent trend)

3) Current product features and framework condi
access t o busi ness mi clriokceleydi pr godwatuc & ad
framework condition develbopyneanrtsnidn t he next 3

4) A profile of-uswemrrsermntf rwrsi ness microcredit, i
reasons fumsragrean sufficient to distinguish:

a Those who choose not to use a product e
they alre;tad

ti

nec.l

vV e

b) Those who would use the product but are den

by certain pr odaircd ffreaameuw cersk conditions
(awareness, pvadubabdddument aei on r
gui rements, cost of andoducts, etc.)

¢c) Those who would wuse the pr ocdeuscst but are den

primarily because. of their income

I nf or mat i(lo)n iosn avail arbdseulvtisa otfhet he pdowwmsed top
cal cul adfi ohot al mar ketovpeort edit fikfedyr ang et groups.

From the nationat veewmpiont ant to el@aboumsde which tar

are in the focus of nati onal providers of busi ness

mi

not . As part -gorfoutphsi smaysubbe i denti fied (and quantified!

mati on(2tnhe most BMN/eMRC Overview suca&aeybedat a
used. (3Honsi ghtns nfartoi onal MFl s and natciaome | net wor ks
usednformati@n ormquires azcaueadg et @ ait wefy ndon

user s. I'n the absence ofcosuucdh bdea tnaa d ees shiaitsmeadt eosn

di scussiammds projecttakhksng i nto axloseage hrseshdsei c
Tabl8pr oviaefsi rst ovtehravniaelw toitfedls t o bet temken at
tionalfdrevelch activities.

TabBe Tool box f-wpa nbad tytsoins

Assessing rt-]Total potential{Updategddawn EMN/ MFC

ket size in|in target grbup/calcul ati of

nati onal mi |ness microcredi

sector Speci fic target|{lnterviews |Nati onta-
focus of naoionproviders wor kBMFI s
credit provider

Assessing s|Current usage O EMN/ MFCroOvdqEMN/ MFC

current wuae|microcredit in |Vview surve)

tional targ|(n/ %)

markets Trend in usage |Interviews |Nati ontad
mi crocredit in |practitiondgworks/ MF
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Assessing n|Current product{lnterviews |Nati ontad
mar ket aned and framework c/providers dgwor ks/ MF
work condit|rel ateaedithgg busijstakehol der
using busii-nfmicrocredit pro
crocredit national sector
Devel opment of I nterviews |[Nati ontad
features and friproviders 4gwor ks/ MF
conditions stakehol der
Assesagnanket| Profile of -user Surveys, pdgNati onta
segments -of |of business micldi scussi ongwor ks/ MF
users (curr vi dearnsd st-a
in the futu hol der s
3.2.2.2. Total market value  of market segments
The benefits ofhé&€at @aul mar kg thasaldueomn dehei fied
mar k et seg(meat sttohevlol ume of the expected demand for
busi ness mi c), wasediitscussed controversially by practit
experts during the study exweacgtl asmes bMmewt-MBf s psee
tenti al tot al | tohama tviod ruarie soratEur opean | evel as counter
tive since these numbers arepeviecoeneditedthe thel doex
and tend to overestimate the actual size of the 1 endi
realized in a-temortpetrcspmicéemphadtiheri mportance
of presenting a quantification of the trot al val ue of t
ketf or policy advocacy and interaction with possible fu
To find commowegpooamasei agdeesssue of tbtal mar ket va

ueatt hemati onal ahdwelnti fy the mar ket segments that are
ble for MFIls afmté@aheouvesthes-dofwn mar ket usi ze cal c

| atiaoe brokewi dolwatp oamna.lBasied on the Bdee of the

ti fmadket segtmeendtsadl uien termet emnammual [loan vo

umecan extrapal at ed

I n the pasottpmdl wmenemiocfr oldemmand i n ®wWasopgeal cul at ed

usi ngavbealgeawnol umeén t he EMN/ MFC Overyvlhliws survey

does not take into account that the average funding ne
in different tmd rgchett  bger 6hoi pgshleatwhearn) t he a ot-ual mi cr

| oans provided. iA)tstoree dpddter ent types ef credit t hat
manded by different target groups ftoarkemusiinnneoss mi crocr
accoumhher efwe epropose the folt ocwilrogt@gpraroaaotll

mar ket val unardtfe stehgement s i denti fi gdladtl.en®t)i onal | evel
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TabBe Approaches t

Target

gr

o calcu

Type of ¢
demandec

|l ate total vol ume

Asses
fin

Frequenc
fi ma nge-r
quest

of Il oan demanded

smentveofaga
anci al ne

Potenti al rStartup LOnce (in|Per country cal

busi nessd+H year ofd-ffbased GEM Repor

ersout of s i ng) Entpreeneuri al Fi

exclusion (average amount

needed by TEA)

New busine¢Startagpnd Once (in|Per country <cal

founders year ofd-ffbased GEM Repor

i ng) Entrepreneuri al

(average amount

needed by TEA)

Exi stiongonse|Li qui diamyEvery 3 ySet amdq®Pnmntoposal
trepreneur g EUR)

Existingr-m|{LiquidityEvery 3 ySet amount base

enterpriseglnvest menrn ECB/ SAFE data o

Loans size of | aste-ba

guest (Proposal

ExistingdiiBridgearks |[Every yedSet amount (POl
ual f aamds (farms) & EUR

informal -b(Li quildiany
nesses (infor ma-
nesses)

%" The farms and you ng fa rmers are assisted financially
i SMEs/Micro credit Banks or credit coo

and are applying for
eratives .

bridge loans from MFIs

by EU S tructural Funds

programmes
p_
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4. Assessing non -financial service provision  for
business microcredit clients

I n tBwuer openamcr oc madikeets,peci ally in WeshteerimntEur ope,
pl alyet weehaemand and sbppliymedrocredit product s i s
heavihy!l uenc(epdotleynti al ) client-BSion arscei adf .snuopnp or t

Sin¢é@otenmi@adgcrcédiegheamser Alakbkotrhesourcéorand e

skikhewl edge to access ftoheoslt poeermk dc it ésdgn-ta |

port topmakectseeoffitrheengriamaducts offeraendd by MFI s

ot her alternative financialltseatvtety pepaydaerhe dmdan
Therefaod,i nancdraMi ces have a valwue for both the microc
and the microcr.efdhiety partosgon d @ mport ant hpastocbél

mi ssi on soft hMRtloaieimpower t hien ra crhdreenthsol i sti ¢ way

Regardi ndge mehred asnudpl y of such tsherrovu cheosu t Europe,
one has to keepthebmendabpgitgnly parmanrkety

driv.elnrheavail ablei ces are i n mosmio rceatsiessfefdeats ful | y

but rather nfnefeftemnadMFrliysd pratvi dero or verytoimited costs
the c¢clSuecnht of fers are only possrbfleéendoei n@g omtensi ve
subsi dtbegsover thseof$eafVpresit,siwmack not l'inked to

the | evel of active demand for fhbkmef sre@viwes in the
propose to | ookcbonhly aupphege of tihrestehes eEwr apesan

mi crocrediandsetthhbeodi ng nteheadts ari sbefrcomt structure

to provide toHi sifosmmaptiyal. services

As a startiamgpbpdsiympto,]l dgpyw este ki ndsefvischeassul d be

estabdi sbre this basis, a transparent empirical assessm
available supply in the seTher resaunl thse oofr galmé sédst
EMN/ MPQ@erview Ssievwegyhapter 5.1.2.)gédaths ahmort in this

i mprovemermtroopwes e a basibé s¢epoiocgytchiftmgarsiess
ont he status ahdtgeoaopients tdhkay tame ddiirfessrt se
vicdshis typology can be used in future surveys and ana

Nonwf i nanci al support servi ceasr ef oorf frenrecerguacy £di t cl i ents
foa numbepuropfoses. As ment i onend si npatpdhepomtkesr az

servicesat gcelti ents for business microcredit product s,
financi al services for clients of personal mi crocredit

Based on work ddntehrhbe oEddNt egor besi okérsisent ed
ser viccaens dhiesti ngunsBedopean microfinance

T Clmnte devel opment services
T Entrepreneurship devplaphent services
1 Busi ndesvel opmemyvi ces
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These catdpgbferenti ate between serviceso-that
credit clients before they applogl ifeonrt apebviedioness
cli
client group of new beursti rneepsrse nfearurrschae rps d(evel opment
servi)ceand services that addreduusexiessilmgvbusi nesses

mentservi)c,esservi aedsirekat business microcredi

opment senvwoaes specifically:

T Cliedével opment sermreigcwempport servi cecs-

ple with no or |l ow | evels of fThawgnaioal

not kaevtehe necessamyansakga | l oan product .

T Entrepreneurship developmehudgeserveéses
ondevel ophbgsinekisl | s a+thdbwkfiowi vi.dhalys
hel p eraaviag eness on entrepreneurship as
and pr dovaisdec business skihbhlte tpopainaplhgyedhey

t

t hat

a

address p

mi
ent

cro
s

addr ess
management
prevent har mf ul si t uantdieddness s()e amned adeed oyed
before a microcredit ,proiduce tlse ptdaoregse t

grou

t hat

in combination with microcredit products.

T Business devel opmenttargesrtvialerseady exi
smal | busioneismmgrsovte t heir operations,

from business advice to technical eki

sti

ng
t h

Wi

S

neurs to marelygd tso.derpd oyedcombinati oni -wi th

crocredit products

Nonfinanci al ofaéd v itahateeeg ocraine sbe r e alhiez efdola sowi

9 Direct personal support formats , both one-on-one (coaching, co n-
sulting) orin groups (workshops, seminars) ; O,

1 | ndirect online support formats (e.g. e -learning, etc).

Non-financial services do not necessarily need to be provided by the same
organization that is providing the microcredit product , but can also be be of-
fered in co -operation with an externalnon  -financial service provider

Theries ot ai |l ed dat a a vsauiplpa bgl pee €omb itchea n cri -a |

vi ces( ptod enttusilness microscNedeéitt lcdliwdidoens & h e
usage of lIpesiemass soappmeow tthheetser vi cesn-ar e

derutilized by michwocabe et evgmi 4 es s i ngcelnienread

neurnsn partfiicoud airt di fficult to identify or

external support. Aoskedtolba@t rtedanstsree pr eneur

S

consci

a

ng:

S

express
simply

e

u
to
support services than smal | beenctaeusspet ese@e®t r €pi s

mi

foc

cro

us

ous

a

Servi ce
traini

m

seek
may b

are not aware of the exi stgemceesadpnpdo rav asielravbiicleist yi no f

their region or at national l evel

In 20,0a2 survey by DG® fEmured pt@%def Eur opean

mi
smal | and sole proprietor businesses | acked

cro

ng

e

t he

nf or mat i c
due t

support s&inceedtlesntuati on has clearly i mproved

i nformation that i sNeavweaitlhaadHesesr =9 nil 9 net. i lils- a

fi

bil iftosGupport semtvhiecesupp,)] ywhii die ir sas untitssmat c h

bet ween how enterprises want to be informed

and

ack

of

\Y

how
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promote gadi ne the serviTtThes dthedgy of fem.e2002 al so pr

sented evidence t hat whhe hmamnxnteerr nal support services a
vided does not necessarily match the needs of micro en
Mi croenterprises tend to prefer wanger saccrceelsiszed approa
i nf or mdthiromndg hr e c t contact (mailing, tebeplhone) or pers
service providers. Mor eowrevegidilel manaor seb-yeopropri

tor businesses (70%) asked for suppotrati Isoerrevdi ces t hat
to heir resmdcetripsig zsee. However, the majority of support
donbave ttarggreoup orientatmemefcl ass, sector, or phase

ent er pddvsel op Memntralyl support serbwi cMFaldsorf 9 e d
SMEs in generalf ewebhhbati dg f ige towgresmr sMRlhd s

means tmoatexi sting micr aventherapcrciessessr d or edi t have
not yet used dedicated s ukprpowho wste rtvh eciers exi stveemc e

As a resul t, Eur opeeerv eMBlps tthaev epgtopvd sritons eorfvi ces

to their (potential) CThiecENMNASEMBG Ohemsie¢e weSurvey

on the MicrofinamegulSaescktgorpartwhi panks$nd of non
financi al services tmaeyc lofeinties & mme&f imnoamn cni -a l s e

vices an annual basi s. Theur eslyd wesd otf B&@4hei H ast
and®01,%8 oft he participating MFIls of-fenadcisalme kind of
ser viiAda i t | gtnhaedl s ur vseMFda hilat of ffeirn amocn al services to
specify their offer based on a multipler<hoice Iist th
vice categories and formats that Téaeccateat clearly dem
rifefsor matno4f i nanci al t baarveneretsi omesoft encl ude

business devel opment services (32%)a,ndf mreanci al educati
toring (MFO%) mostly itmteermpmalviiseé-foinn aorfpcrimegm ct s

and services (88%) andemafinhypedesonmerto their clients
or combine persomalt hoadd ¢rI0i%) e

Regar dtimagot al number of c | iseunrtvse Wikdrsveepd,r t £ld e

t hatn 2&QYmW206000 clrieecretisveed sort -bf naoarn-al s e

vi céompared to the number of active borrowers reported
the same year (228.000), t he 9r0e¥% uolft salslh oomi ctrhoactr eadrictu n d
clients (including pri watde smimer ofcorrefdii ® § n cnieaal e i
support.

To better monitor tfhien asnucpipaly soefr vneoaMFsl s yi rE utrtoe e

future, the EMN/ MFC 9©Okeurvalveiws eSuirtvseydat a col |l ection on |
i ssueingmko account the typologiyspalopeamy bhede. Thi s
way for the next iteration of the survey in 2018.

The provisi-binnaficinani so®sYi ¢eadlemsp artoc®ihar,
one suprpeogrutiar elsi gh amount of per songhil f friecswlutr cte@ and

standardize for improved cost efficienciy- Another <chal
sion of hi gh -fgiummd ndiyal n ossedivfi fceersenita organi zati onal d
mands compared to microcredit provision with regard to
control , ehsuonuarnc ers andEvermmnoti nganci al aseoprces

vided by the samet hoea gumiitz aitn omharge of the microcredit
wi || usually operate i nudripterodadrdti Inyg -ftirheeannmdheel

serviTlkiss produces addfidri otnted ardgden o rz e nigsms

that the costs of providing financi al products and ser

from the codtimmamfcimdn service provision.

Since-fionmanci al seapowniocenal Aiye of f er edceattocimar ket pri
entsanytr MFIl s do not have a detailed overview of t he
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providing a spelchigddver assgpestsc®f pr ofviirda magi -anlons e

vices to (potential )denpemdcmadiyt f aloic é@ntehse

specific service opmavisditrhge tMFIlitis target groups as w
intensity of the; otfiedrasced @asspponkreat twnad-) fram

wor k condisudhlmhador costtheveibkabirl ity of volunteers. T|
average cost per client is also dependent on the numb
servieyd the indiwisdwalandRlrdi dapl oymamtd of more cost
efficientsdohrgemdsp support schbdbmsedosseorvhicee

only be used effectibVval gdby nMFIbsaswi.t h a

This heterolgewssi tiyl | uissanat @ader nal pilot survey of six

by EMN in prfegaanr aupcooomi ng EU pil ot pfriongarmacrineel f or non

services for mi greantasn.nulatl ccalscawl pEMgeae | b etnwedrhat

150 an@002 EURe survey also shows that MFIl s from Easte
provide thefigwetd+ entaaci al services at a | ower annual |
than their Western European peers.

Based oexpbeiences of the European networks in exchang
tice i-fni mamci al ser vwiyc eEuprropwiasnt oi-da s be argued that

the average i nt efnisnanycioafl nsoenr vd icfefleprt b#& as gehn

groupb business .nHodremdrieadi thew business founders out 0
soci al ex @alnds iianrf or mall bdemaatshsee shi ghestofi ntensity

no+«f i nanci al, swehedlrempass the categories of <client deve
services and entrepreneur sh.i pThdiesv etl coppgresn tglrsseor vi c e s
more relevant for MFIl s from Western ,Euwhoipceh t han f or E .
ressii nthéhi gstaverage cost per ( pNoetwe nbh i @l nescsl i ent .
foundernsdol o entr epraelnseournseed i nitfedémsainvced alonser vi ces
(entrepreneurpgmempt deemehidbcuessi ness devel opment services)
but hese areatsaallower awemade scaxatrget group is also a
key target group of Eastern European MFI s, whi ch can
t hrowgH ower cost structure tMFRIns Western European
Existing microbusinessefamamsr ei ntdhievitdauraglet gr oups with
the | owest need ofi habheinali veenygiboda hprnoaviingdiyorbus

ness developmen$i skeasvsiocesy devel opmeaxi steirvg ces
microent emed itsesbe of higher quality than in the other
the average cost is estimated to be on the | evel of s
founders and solo entrepreneurs. \(ltrhetbasdaseessof i ndivi
devel opment services abg MaishlkeynpHEa&Vviegpgedvhmi ch

results in | ower estimated average cost.

TabllOshows dstei maatveedr acgees i 1 -EB count opireosei d

noff i nanci alst s(eprovtiecnet i ala)crotslsends f f erent target groups
of Dbusi ness .nfihcerscec reesdiitmat est caesrs elses usheed t ot al fun

ing needs of EuirrnpkeamoMHInsanci al services to their (po
tial) client base (see chapter 6. 2).



Tabll®@ Cost esti mat i o#nf immoadnecli aflp rsoenriowii coen

Target group Esti matwdr aage
cost per cliern

Potenti al new business fo 800

exclusion

I nf or mal busi nesses 800

New business founders 400

Sol o entrepreneurs 400

Mi croent er®r iesngd oykes) 400

I ndi vidual far ms 200

evers & jung
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5. Assessing the funding needs of European non -
bank MFlIs

The -axte assessmemti cfofi imdnseteumendekraSanm -
l ysed the funding needfsololfowmEnurgupgehastt leMifedes

T Analysis of general funding needs of MFIs in Europe
T Esti mation of funding needs baspdapnd, current wuse of
T Outl ook ondefvuetluorpemefnu rsd id mgrands o.f MFI s

The gener al fundveng arcrazldbwsxdedoan desk resed-rch inclu

ing the main | itematMFrle faasmm@lhienegs esul ts e®of this desk r
searwéfe used as the basis fionhehanfhdyshset osteps
devel op proxies for the actual fundinguneeds of mi cr o
rope based on their current use oWea éuadcmplh. Finally, t
mented by a qualitative survey of futume funding demar
roptthawnasbhasedaomseries of intervThews nwenhki MrF$ s i

cluded tMFRahtave al reafdiyt ddenfrom EPMF, MFIl s that are inte
i mppilrygor it in the ftuntahtaeeaadpMFéd in the past but di
not rveeE®MF f.uhhdes resul ts MHMhlosw itrhaEurope use several

types of funding to finance theimosotpeacmammmms and grow
i ncl:uddeebt fguwamaret,ees, equity and?2gr2pmts (see chapter

The analy$i stdmatsono standard methodology is availabl e
how the adseenanaeld focredictopromndactesuntry translates into
actufhtndi ng nfecerdsMFlespecially concerni sag- funding for (o]
ti onal growth and instituti Dlihn@at ercvespeonsd ttyhabtui | di ng
even MFIls themselves have no cl ear picture of how th
needs regarding operattiigmuali on@adt sdiemredh aipme e t
t o thtei neastcé d demanth.esi tuati on i s morreefcilpeaanr f or t he
ing of | oan Mapit-balmlk MFI s in Europe refti-nance their 1| o0
folio completely viaexntenatudebt hedlidhfeoh &t ar gue
thesti mated demamncd efddart miromrdmctesuntry can be transl at ec
1:1 into fundindgemalgagdyg for on
Based ometstke rescefargcthudi es on the institutional capaci
bank MFIls i{tHtBer-exee sassymed rtihsakb stasr e i n
mo st cases not covered by operational ieACcome, and t het
financed by external funding. This can take the form
i nvest ment s. I n most cases, mi crofinance portfolios n
rate of @2 dunn dEuS ope. For -MF$k watbethhghoaps
can go up20t%. 1T5hi s means that MFIls need to cover wup to
EUR of | oan volume provided in the form of risk costs.
For the devel odientthefanmmunt roefqufirseddonby | oosely
| i nkteod t he volume of |l oans provided, as the operatione
wi tlhar gpeorr t f ol i os whiglaé ned Kailosk einrc.y |I't can be argued tha
small er and younger MFls need higher amounts of fundi
i

busi ntelseamor est abl i s hleao WMiFrsg attee up their portfolio.



evers & jung

The @ante study preevidadi amtot at heol tmadbhg

usedo produce the supply of (buccirmedeedistonmdoduct s

| oanisdenti fiedi meer itafe 2x1200 20T refinance | oan

capi falf 2DAD2, the volume of the eswasat,eeddsupply of 1|

as the |l everage of the aedumé actodg owroelrunmehei s

funding used for covering default rficerk 2010microloan pr
2012t,he stusckydlhe total vol ume of estimated microl oan s
country andethhiby0,221 Thi s ae®ar vperdoxy ef oypt bhal cap

rate for first | ost coverage of guarantee instruments
mi crocr eadiatntgewe i nstrument of the Progress Microfinance

Thegeneealti mawieomrs compl emented by:

a)An analysis of di fferenftordaft an dionug clesvel s of Europear

MFI s (M .Mar ket database, information from national and
wor ks, annual reports by | arger MFIs and all ocation re
such tahse Eur opean Progress Mi crofinance Facility). Th
coul d be gtahtrhoeurgeghd t hese channels dwmds wrsred luil a bfloer

some CcoOunAtdrdiietsi.onafslty mati on of the tot al vol ume of fun
for building up the equity base and/or for capacity bu

b)Aqualitative gswmdetyhtreodfghcteef ace interviews with
representativebsronhi NEdir®pean colheitmt ersvcioe-ws

er etdhexpectations of MFI' s regarding vol ume, type, desi
of external funding offers. abbathMBIr§ f wettoket aEso asked
access available funding. During the survey, it becan
MFIl sEunope are | ookiemgn ffamdli mmgg o etsti bants rad f Iped tc

their |l imited ability to charge their <clients high in
l endicmgt s . Furthermore, ptbeeMdndcd sxfatakedr nal

fundi ng cotna iedahad nmgem wi tthhefiundi ng i nstruments already
in uBxternal dhoudled sal so take into accomnt the MFIsd d
t al stage as an institactiiowni aneds.i tFhduisnnhessi ewees <cl e
st attehdat ftuhnedineeg dsost aup MFRlrse very different from those
of establ i,ahnedd tMkpdsn ear al probéelndadkwailldabnds

for BDS and coachlimeg itmt ecrlviieeniss .ghreatskdewand for
acceqngirect Technical ,w“BstcbBtasceowTAffered via the Ea
TA instrument . Some of thefMeErs Mmemt domedtt &t shoul d b
l inked to suitable funding options to finance the i mp!

and strategies devel oped with consultants.

The bi aBEMNAMFC eOWiew sucoegs the issue of funding by

asking paraboupantheir mi x of funding sources in the r
The questidoinsntaiinrgecbie s wegmant s, debt financing, equi ty,
guar antlenest.er ms of otfhen dibrad eectheed fi nanonng i s
aver aglee most wi despaefeadundi,dg i(B02015,98nd 28
in 2014) . Neverthel ess, grants stil]l pl ay a major r ol

providef$% (3820156&ndn4@014) .
The survey also identinfsi darf unodufegr @ paast swen d

tional ltryp286157,% d4o4f commerci al banks funding came fror
financing. Equity was the main source of funds for coc
( 4,8 %) . The funding structures of NGOseamrley more divers

ond hird of funds come ffoomnghamks)i n&ABEI al institutior
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al so show differentiation in terms of fcunding structur
ing i smotshe i mpdrmutnalnthg souB&¢ Garant3d are particularly
crucial fumdthg structure of respondents in France, I r
while MFIs in AHRanziegovBoani 8ul gari a, Finland, Macedor
Mol dova showed a higher incidence of debt financing.
main source of funds fMorntMMmlesgrion Kdsowoe,t herl ands, and
Serbia I n Hungary and Romani a, the maon funding sour
credit funds and social funds.

I'n past iterBMN/OMEY et Wieew Survey did not ask participf
MFl s for total vol ume ohfe fvuonlduimeg oufs efdunadnidngt needed i n
the future. We argue that this would be an i mportant
di scussion about public funding instruments at EU and
foll owing chapter we describe an approach to approxi
needs of the sector based dmwhheasrseswsinteis-tofoft lbbaist op
ness mi crocredit't mar ket potenti al and-2&ar ket outreac|
comt ries. This approach could be used as a starting po
data col |l edhttiuondi eegdafEur opean mi provi eaei & .

Weproposfeoltloow the gener al app-aobehaebesbmektast oex
esti matennuhal funding need-bdbank MRE sieno tacel
tion to the acfsbaasadabki MEI :mar ket

19 Fodebt fundithet al vol ume of the mReaeadsalt MFI mar ket
be refinanced.

T Toestientahéunding needed for -ekxdrifwmegds-r i sk

sume that 10t% toafl tvhoel ume of the asnualkr WMFI mar ket

ri sky target groups (new business founders out of ¢

entrepreneurs and indiviidunalotfhaerrmst)aragnedt 59g% oup s

t hanteed to be secured via fgouoan &amtdée ey tfog oal | ow

commercial funders.
An estimation of etqud tyrhgurmtntoff unding néeded for organ
zational devedfopmmeantk MFIs is difficult, as this is n
connected to the actual size of the maruket for busines
ropean MFIls are gntaillll omrglaati iswwdliyns, the absorption caj
|l argeeqrui ty investments is | imited. An analysis of the
del i very of ptohret iogbonutiEiaes | financi al instrument s, whi ch
introduced ,whibk peahel pful to better assess the needs
regard. It i s already cl eairnftrhaagt ri lncvtewsrtemeanrtes u md € rCdl
vel oped in the sector and wil/l be a big challenge over
Since the provision ohebdsifhesent oamasged Hroups is cl
connectedptovit fieon -foifn anroni al saeérviecesor very | imited
costagahe client, additional funding needs exist to cove
financi alprsoevrivsiimoere.st i mat e t he nteetdaide pfruonpdoi sneg
to use the <cost model established 4ifdn nalmei previ ous c¢ch
service pr oavniads iebdntdhms sumpsafont he shaidfée nafncnah
service usensibmsyglee dgroeepdJahl e 11)






