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OPEN

Foreword

The strengthening of the administrative capacity, both at central and
regional level, represents an essential condition to ensure the successful
outcome of any programme aimed at achieving economic growth
and social cohesion. Emerging also from Europe 2020, the strategy to
generate growth and development elaborated by the European Union is
aimed at overcoming the current economic crisis as well as substantially
improving the current development model, creating thus the conditions
for a smart, sustainable and inclusive economic growth.

The Capacity Building issue involves in particular the programming
and management processes of the so-called financial engineering instru-
ments, including microcredit and microfinance. It is a well-recognised
fact, both at national and European level, that such instruments can
play a key role in tackling the effects of the crisis by facilitating access to
the labour market for a number of disadvantaged subjects and ensuring
the necessary support for start-ups and self-employment initiatives. The
current European scenariois characterised by credit crunch and increasing
cuts to the welfare systems due to debt reduction objectives pursued
by several EU countries. At the same time, microcredit has proved an
effective mechanism to facilitate the financial inclusion of individuals
(including their households) particularly hit by the economic down-
turn: young people, women, subjects over 50 years of age, those ejected
from the labour market, off-workers and immigrants.

We should not forget that microcredit lies at the opposite pole to grant-
based policies; it facilitates the creation of enterprises by promoting
self-responsibility instead of dependence on public subsidies or aid.
Moreover, the current economic and employment crisis calls for inte-
grated action through a plurality of interventions and measures aimed
at mitigating the effects of the crisis on human capital, protecting the
capacity to act and the professionalism of individuals and ensuring
social inclusion and employment. To this end, a joint and coordinated
action by a number of public and private actors is highly recommended,
including policymakers, financial intermediaries and subjects engaged
in the service sector, who should be able to design and implement inter-
vention policies and provide sources of funding as well as non-financial
services to support microcredit.

xvii
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In this context, the Capacity Building project on the microcredit finan-
cial instruments developed by the National Agency for Microcredit over
a two-and-a-half-year period (September 2012 to March 2015) represents
an absolute positive experience at European level as, for the first time,
the focus was put on the need to provide a direct solution to the issues
faced by the European regions involved in the former Convergence
Objective, where operational programmes have been implemented in
the design, initiation and implementation of financial engineering
instruments related to microcredit and microfinance and co-financed
by resources made available through the EU structural funds.

The project — implemented thanks to the sacrifice and expertise of
the authority personnel, professionals and academics working in close
synergy with the Department of Public Service — has achieved the
objectives expected, including the following: implementation of activi-
ties aimed at developing the expertise of managers and officers oper-
ating in the regions involved in the former convergence programme
and dedicated to the economic/financial planning and development
of microcredit and microfinance financial instruments; creation of
local networks in support to regional government administrations and,
consequently, improvement of the public administration capacity to
exchange and interact with the operators on the territory; development
of new microfinance products such as microleasing, microinsurance
and housing microfinance in collaboration with market operators; and
e-learning courses on microcredit and microfinance topics, dedicated
to the regional representatives and extended also to the network of
stakeholders.

This study was initiated as a corollary to such activities and with the
purpose of emphasising the European dimension and relevance of micro-
credit-related issues, in order to acquire expertise on the programmes
co-financed by the EU structural funds and implemented by the various
EU regions involved in the former convergence programme for the
microcredit sector and to provide reflections and comparative analysis
of possible trends on the use of the financial engineering instruments
within the European operational programmes.

Without further elaborating on the outcomes of our research, I would
like to stress that this study has the unequivocal merit of providing
some useful indications on a more effective planning of microcredit and
microfinance measures within the current programming period, 2014-
2020. In Italy, the new European programming period basically kicked
off in January 2015, with a delay of more than a year due to lengthy
negotiation procedures between Italy and the European Commission.
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Consequently, also, the future programmes of the agency that could
be co-financed by the structural funds within the programming period
2014-2020 (in particular the ESF) will be postponed. However, this
delay gives us the opportunity to consider new ideas and initiatives
that have been developed, also thanks to the experience gained within
the Capacity Building project. The activities implemented, the results
achieved and the relevant number of relations and contacts built with
this project should in no way go missing; quite the opposite, they should
be valorised on the national territory and presented as best practices also
at European level.

Mario Baccini
President of the National Italian Agency of Microcredit

Except where otherwise noted, this work is licensed under a
BY Creative Commons Attribution 3.0 Unported License. To view

a copy of this license, visit http://creativecommons.org/licenses/by/3.0/
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Preface

The action plan Europe 2020 sends a clear message with regard to
economic and social growth in Europe: growth must be smart, sustain-
able and, most of all, inclusive. In other words, growth must be able to
promote an economy that is characterised by high employment and facilitates
economic, social and territorial cohesion.

The economic crisis that has hit the global economy so severely in
recent years prompted the development of policies, especially in Europe,
focusing on the fight against increasing social disintegration due to the
continuing and worsening employment situation, which has driven a
growing number of subjects into conditions of poverty and social exclu-
sion. Such disintegration is leading an increasing number of segments
of the population (especially young people, women, immigrants, the
elderly) to a general worsening of conditions related to fundamental
citizenship rights: employment, housing, a satisfactory social life, terri-
torial mobility, new technology and others. These processes of exclusion
involve new sectors of the society that, until a few years ago, enjoyed
conditions far from what today are perceived as severe social risks. The
need to prevent the further spread of social inequities and the risk of a
two-speed Europe, between the EU member states or within them, calls
for improved public policies that can identify the needs of the European
population, especially those segments at risk of social exclusion, and
thus implement instruments and programmes to meet such needs,
starting from a solid and shared idea of European social citizenship. To
support this pattern of growth, based on social equality and cohesion,
national and local government authorities should be equipped with
intervention instruments — more flexible, customisable, integrated, easy
to access — which, on one side, can effectively reach out to the growing
number of disadvantaged subjects and, on the other, may benefit
from the increased expertise of the public administration to channel
and govern within innovative strategies and practices. The program-
ming period 2007-2013, just ended, suggested and partly introduced
a number of innovative instruments, especially financial engineering
instruments, that allowed for a more flexible, effective and efficient use
of the EU structural funds through a series of measures targeting areas
characterised by severe social distress and the implementation of active

XX
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policies of social inclusion. In addition to the traditional measures to
promote employment (i.e., training programmes), such interventions
seem to rely also on the use of instruments such as self-employment and
promotion of a new kind of entrepreneurship, supported by the provi-
sion of non-financial services to facilitate their long-term sustainability.
These measures should be accompanied by broader programmes aiming
at improving the quality of living and urban spaces (urban regenera-
tion), which constitute the basic conditions to enhance the ordinary
living conditions of European citizens. As this volume will show, the
new programming period 2014-2020 calls for a more innovative, fair,
forward-looking and sustainable use of the aforementioned financial
engineering instruments, facilitated access to financial resources by
individuals long excluded by the traditional financial circuits (non-
bankable subjects) and measures to support enterprises and improve
housing conditions. The instruments of microfinance, including micro-
credit, microleasing, microinsurance and housing microfinance, are
part of a generation of financial products that have already been widely
used and produced surprising results in the so-called developing coun-
tries. They are created and provided with financial resources aimed at
supporting cohesion policies and designed and structured according
to local social and economic contexts and requirements. These prod-
ucts, in light of a bold and renewed move by the European Union, can
now be applied also within the EU employment and housing policies
and, more generally, all EU policies for social inclusion. The Capacity
Building project was developed by the Italian National Agency for
Microcredit in collaboration with the regions involved in the former
convergence objective with the ambitious object of providing European
public policies with a number of concrete results that may show that
it is possible

e toencourage the public administration to consider the use of innova-
tive financial instruments;

e to promote convergence between different actors and stakeholders
(networks for microcredit and microfinance) which can operate
in synergy to build the best conditions for an adequate devel-
opment of opportunities to access and use the above financial
instruments;

e to lay the conditions for an improved planning and management
capacity of the public administration in supporting individuals (espe-
cially subjects at risk of social exclusion) in programmes that may
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enhance their creative potential, their contribution to the local econ-
omies and a perception of a future in which they may envisage more
equitable and fair living conditions;

e to promote a different idea of local social development based on
reciprocal cooperation and trust between different actors (public,
private, non-profit organisations) able to work together to generate
social innovation and inclusion.

The Capacity Building project has enabled us to acquire a consider-
able amount of data and information on microcredit programmes that
have been and are in the process of being implemented at the national
and international level and to create territorial networks of exceptional
importance and competence.

Among the main merits attributable to the project, one primarily to
be highlighted is that we have been able to identify new solutions to
problems that Italy shares with most European countries; in the first
place, the underutilisation of community funds. In this context, it was
possible to model microfinance instruments for the benefit of developed
countries — we think particularly of microinsurance, microleasing and
housing microfinance — thus far widely used in emerging economies.
But an even more important aspect, which makes capacity building
unique at the European level, was to provide to the regional authorities
the instruments to be able to proceed to the launch of such products on
the market of microfinance through a significant intervention of the
2014-2020 structural funds.

To this end, each initiative was developed in synergy with the parties,
institutional, private or not-for-profit, in various competent ways in
relation to the different products/services.

Certainly, a thank you for the support provided on credit matters goes
to ABI and ACRI, represented within the scientific committee of the
project, as well as to ANIA and ASSILEA, for their collaboration, respec-
tively, on microinsurance and microleasing, and to all the organisations
of the housing world, Italian and foreign, that have worked with the
project for the definition of housing microfinance products.

Finally, the Capacity Building project has allowed the development
of the idea for this study, which is dedicated to microfinance within
the context of the EU structural funds and the capacity building of
the managing authorities (MAs). This book is the result of a progres-
sive research over time; it has been designed and developed jointly
by a research team composed of experts of the National Agency for
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Microcredit, academics and microfinance professionals, as well as repre-
sentatives of EIPA and other important European institutions. This
volume is, therefore, the product of consideration and analysis devel-
oped by authors and co-authors who shared their knowledge and opera-
tional experience over time.

Giovanni Nicola Pes

Except where otherwise noted, this work is licensed under a
BY Creative Commons Attribution 3.0 Unported License. To view

a copy of this license, visit http://creativecommons.org/licenses/by/3.0/
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