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LEGAL FORMS FOR MICRO-FINANCE INSTITUTIONS 
 
 
Each of the following sections describes an existing or proposed microfinance intervention. 
Read them through and decide which would be the best legal form for each to choose.  
 
 
1. The Departing NGO 
 
An international NGO has run a number of rural development programmes, including 
education, health and a profitable microfinance programme with about 50,000 clients. The 
NGO wishes to withdraw and to localise the management and funding of the programmes, 
and in the process to make the microfinance programme into a separate entity. The NGO is 
willing to hand over the portfolio of about five million dollars to the new entity, as initial 
equity; local regulations require a minimum of ten million capital dollars for a bank.  
 
 
2. The Ambitious Village Women 
 
The women of Y district have a centuries-old tradition of small informal neighbourhood 
rotating savings and credit groups. In recent years some members have started small 
businesses and farming ventures, which need larger sums of capital than the groups can 
afford, and an informal practice has grown up whereby some groups whose members do 
not need their savings immediately lend their savings to other groups whose members want 
more finance. Some disputes have arisen because of poor record keeping, and has been 
suggested that the groups should in some way formalise their activities in order to enable 
them to transfer funds between them more easily, and possibly in future to access outside 
finance. 
 
 
3. The Multi-Millionaire Migrant 
 
A migrant who left the country many years ago has made a large personal fortune, and he 
wishes to ‘give something back’, to his native country. He is very aware that the 
commercial banks in his old country are not interested in doing business with poor rural 
people, and he also knows that these people desperately need credit from less 
extortionate sources than the local loan sharks on whom they now have to rely. He says he 
is willing to invest ‘whatever it takes’ to deal with the situation, but he is also a 
businessman; he wants to earn at least a modest return on the money he invests.  
 
 
4. The Good-Hearted Priest 
  
A local priest has for many years been making informal loans to needy people in his rural 
congregation. He has financed these from modest donations he has received from foreign 
visitors and other well-wishers. Most of the loans are repaid, often with informal interest 
payments as an expression of gratitude. The total amount outstanding varies, but is around 
ten thousand dollars. The priest is getting old, he finds it difficult to keep the records 
properly, and he is not sure that his successor will want to keep the arrangement going. He 
wants to separate it from his religious activities, but to ensure that it carries on.  
 


