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The difference a year makes – the 2011 European Microfinance Week demonstrates how the industry is already adapting to put client needs first
Luxembourg, 8 November 2011
Over the past couple of years the microfinance industry has been undergoing something of a shake-up. The 2011 European Microfinance Week organised by the European Microfinance Platform (e-MFP) and taking place 2-4 November in Luxembourg, focused on ‘Inclusive finance for excluded people’. It was attended by H.R.H the Grand Duchess of Luxembourg and was characterised by frank discussions on the extent to which the industry has convincingly addressed rogue practices and re-affirmed its social mission, as well as the actual role that microfinance plays in poverty reduction. The resounding message of the conference has been one of quiet optimism – with evidence suggesting that new best practice solutions are being adopted and understood in the field, putting the sector on a more socially responsible path to financial inclusion.  
H.R.H the Grand Duchess attended the European Microfinance Week to lend her support to this socially orientated movement and sign the Paris Appeal for responsible finance. The appeal was launched this year to reaffirm the role of microfinance as a development tool for inclusive finance and encourage microfinance organisations to implement mechanisms of self-regulation that incorporate solid social principles. H.R.H Maria Teresa is very active in the promotion of microfinance, especially with respect to its role in the empowerment of women. 
Another initiative endorsed by e-MFP, ‘The SMART Campaign’ aims to embed principles of client protection within the institutional culture of the entire industry. Following its official launch in 2009, The SMART Campaign has now been able to review its initial impact across the globe and the results, presented by Isabelle Barres at European Microfinance Week 2011, have been extraordinarily positive.
The findings show that associated MFIs have performed well across all indicators, including: protection from over-indebtedness, transparency, responsible pricing (i.e. for interest rates), ethical staff behaviour, privacy of client data and mechanisms for complaint resolution. 
The importance of ethical lending as a social performance indicator was reinforced by Selma Jahic from the Partner Microfinance Foundation, Bosnia who gave a presentation on ‘Weathering the Storm: Lessons in microfinance crisis survival’. The session explored how flawed incentive systems for loan officers (i.e. over-emphasis on loan portfolio expansion) contributed to unsustainable practices in Bosnia and Herzegovina. These case studies thus support the value of socially oriented management within MFIs, which was also shown to benefit MFIs in the long run by creating better informed and stable markets. 
Overall, research on the enhanced impact of socially responsible microfinance is still in its preliminary stages. But the wholesale embrace of these measures and the readiness of the industry to adapt was what impressed during last week’s event. There is an understanding that the prestige of microfinance has been tainted and the sector needs to work harder to prove its worth. During his presentation on the ‘Results and aspirations of microfinance’, Marc Labie from the Centre for European Research in Microfinance (CERMi) started out by acknowledging how microfinance could no longer be considered as the silver bullet for poverty reduction. It needs to be redefined as a tool that can nonetheless be utilised for people’s benefit. “We need to change our expectations of microfinance and concentrate more on ways to improve its impact, such as better and cheaper services to clients, new adapted products serving genuine client needs and transparency in how it really improves people’s lives”.

If microfinance grew too quickly in the past, recent set-backs should be considered as a normal correction to the market. By consolidating best practice the industry can in the future grow in a more sustainable fashion. As discussed, this process is already being encouraged by initiatives such as The SMART Campaign as well as others including the UN Principles for Responsible Investment (UNPRI) and the Principles for Investors in Inclusive Finance (PIIFs), which e-MFP also supports.
The determined optimism of the European Microfinance Week was reflected in the discussions of the closing session ‘What next for microfinance?’ with panellists Emmanuel de Lutzel, BNP Paribas; Marc Bichler, e-MFP Chairman; Tilman Ehrbeck, CGAP; Hector Cordova, FEDECACES. The willingness and speed at which the sector is adjusting its procedures, facilitated by best practice exchanges and opportunities for learning as provided by events such as the Microfinance Week, indicate that a sustainable and responsible vision for the sector is achievable. 
ENDS
European Microfinance Week 2011 gathered 373 microfinance professionals from 59 countries and was sponsored by the Luxembourg Ministry of Foreign Affairs – Development Cooperation, PwC, Agence Française de Développment, Citi Microfinance, BGL BNP Paribas, European Investment Bank, Credit Suisse, Ernst & Young, European Fund for Southeast Europe, Arendt & Medernach, Sal. Oppenheim, Allen & Overy.

Founded formally in 2006, The European Microfinance Platform [e-MFP] is a growing network of over 130 organisations and individuals active in the area of microfinance. Its principal objective is to promote co-operation amongst European microfinance bodies working in developing countries, by facilitating communication and the exchange of information. e-MFP members include banks, financial institutions, government agencies, NGOs, consultancy firms, researchers and universities. 
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