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An Interview with Prof. Yunus in 1Rome by Neeman A. Sobhan

Prof. Mohd. Yunus of the Grameen Bank was rece:ntly in Rome to receive the Fanfani award. This award

is given by the well known Foundation called
which aims at international socio-cultural solid

“I'nsieme per La Pace” (Together for Peace Foundation)
arity. In a ceremony where the chief guest was Senator

Toia, Vice Minister for Foreign Affairs, Prof. Yunus received the Man of Peace award for 1997 from
Mariapia Fanfani, who is the founder of the Insienie per La Pace Foundation,, and has been the driving

force behind it since its inception in 1988. The Woman for Peace

political leader from Myanmar.

During his brief stay, Prof. Yunus spoke to Ne

transcript of the interview.

award was given to Aung San Suu Kyi, the

eman A. Sobhan of The Daily Star. What follows is a

Daily Star (DS): Dr. Yunus,
you are a much lauded and
awarded man who stands in the
midst of a success story. But gou
have not sat on your laurels but
have rather broadened the
scope of your vision and objec-
tives by speaking of the com-
plete Erclcﬁzatian of poverty,
from the whole world, and not
Just from one corner of it.

You have been called a vi-
sionary. but you see yourself as
a pragmatic man who sub-
scribes, as you often say, to the
‘worm’s eye view' of the world.
As a visionary., one can under-
stand the world you would like
to see, it's a we would all
like to see — ohe where, to use
your words, our children would
go to museums to see what
poverty was like. But as a prac-
tical man and a realist what are
the challenges that you foresee
in the actual realization of this
world. What obstacles do you
see, what are your fears and
worries?

Prof. Yunus (PY): Let me see
if I can address the issues you
have raised. One of the things
that 1 keep repeating is that,
poverty is not created by the
poor. Its created by the institu-
tions, by the concepts, by the
policies that we pursue. One of
such concepts is a vision of our-
selves. In the past, we have
convinced ourselves that the
poor are a permanent feature of
Mankind, a part of Mankind's
heritage. And that it will re-
main so. In other words: the
poor shall be with us. So. as we
all accepted this, we created a
world which always contains
the poor, because that's the wa
we imagine the world. It's a self
fulfilling prophecy. And I am
saying that if we had imagined
that poverty and civilized world
are incbnsistent concepts, then
if you are a civilized society,
you cannot have a poor person,
then the civilized world would
be a world free of Emrerty. We
would all have worked towards
it if we had imagined that in the
first place. So, to me it's very
important to first believe in
what we imagine. Then we start
building concepts. institutions,
policies to support that vision,

- that dream. A dﬁam doesn't get
- realized overnight. It's hard
- work, it happens in stages. It
has a certain process, and you
create the process. And this
process has a certain pace, it
can have a slow speed now. But
it can gain momentum and
bring you there. On the other
hand, if you don't have a dream,
you do not continue. You can
only create things that you
l:Eagin:. So today, when 1 talk
about a Euv:n}r free world,

that's m
DS: glke a blueprint?

PY: No, not a blueprint, a
dream. I'm making a distinc-
tion, because a dream is more
flexible, but that's where I want
o go, eventually. Not in my life-
time, probably, but in the next
generation’s lifetime, or the
next. But at each stage, every
year we should be a step closer
to the dream. But that's not
what we are doing. Poverty is
increasing, globally. Everyone
admits that. So if we say that we
are moving towards a poverty
free world, we are cheating our-
selves. So in order to see what
we are doing, we must ask our-
selves: Is the number of poor
people in the world constant?
Or is it increasing? Decreasing?
And there you have your an-
swer. If the number is increas-
in%; we are not moving in the
right direction. We are moving
in the reverse gear. So how do
we change the gears? We have to
identify what it is that is push-
ing us in the opposite direction.
These could be institutions,
policies, concepts.

Certain institutions are at
fault, that's what created the
poverty. And | identified one
institution: financial institu-
tions are at large responsible
for creating poverty. By den
the poor access to credit. And
am saying that this is a finan-
cial apartheid. You don't notice
it, but in the case of S. Africa
you do, because it's so glaring.
And there i{s moral outrage ev-
erywhere, with a world con-
demning it. But the financial
gparthﬂd is done in such a sub-

e, sophisticated way that no
one notices it, or does anything

about it.

DS: But you have been able to
show this up, and made break-
throughs, whole Grameen

experience has successfully
ﬂ;nuen our thesis, and you
ve heﬂ:ed the poor overcome
this financial apartheid to a
large extent. But some of your
detractors and critics talk
about the poor people who you
say have crossed the pauer%
line. They that these peop
are not able to consolidate
themselves and sustain their
posiltion there. You say that af-
ter about twelve or fourteen
Grameen loans they are able to
cross over. But, after having
moved, do these borrowers at-
tcin a sustainable and secure
position beyond the povert
line, or are regisstnna,
they keep coming k and not
ﬁ;mtuate to other conventional
ancial institutions?

PY: Well, several things can
happen: A very small percent-
age slip back over the
line, others continue; large
numbers slip back, small por-
tions make it; sometimes entire
groups go across or fall back, So

=

what is the real situation? Our
guess is that a small fraction do
slip back, but a majority keep
on moving onward. If that is
true, we have achieved some-
thing. We do not ct 100) per
cent to stay out of the poverty
trap. But the real test is ir: dis-
aster situations when you have
a bad crop. flood, or (c:rclnne.
and everyone is pushed down en
masse. Then can they get out en
masse too, quickly.

But what you say about
whether the Grameen bcrrow-
ers graduate to conventional fi-
nancial institutions, I don't
think that's a test at all. Even
when they become so ricla that
we say that now you can go to

in 35 per cent equity, and by
‘we’ | mean Grameen Telecom
and not Grameen Bank. because
Grameen Bank has got nothing
to do with it. In fact some of the
Grameen Bank staff, say, why
can't we get a job with Grameen
Phone, | say, well why don’t you
apply. because that's another
company. You see they thought
that all of us are Grameen, that
we are all cousins. But that's an
international company. Their
salary is almost 10-15 times
our salary. So everybody wants
to work in the Grameen Phone!
But just because you work in
one Grameen company doesn't
mean you are qualified to work
in any one of them. So the

within six years, they must
handover the shares to
Grameen Telecom so that it be-
comes the managing buyer of
the company, and own at least
51 per cent of it. Grameen Tele-
com is a not-for-profit com-
pany, and no body owns it, But
our aim is to create a for-profit
company under the non-profit
companies, and sell the shares
to Grameen borrowers.
Grameen Bank is owned by our
borrowers, so will the Grameen
Phone. A Grameen Bank bor-
rower will have a share of
Grameen Phone. When
Grameen Phone becomes a pub-
lic company a 100-taka share
will become a 1000-taka. And
who shall become the benefi-
ciary? The borrower.

And when dividends come
from Grameen Phone. it will be
quite substantial. And if the
borrower buys five shares of the

support another four or five
stiadents. There is no compul-
sion. You see these are the dif-
fe:rent ways we are trying to cre-
ate an enabling environment.
Aiid we have to bring up and put
o1 its feet the second genera-
tion. Reaching and helping the
first generation is not enough.
They are only the preparatory
stage, the real answer is the sec-
ond generation. For them edu-
c:ation is really important to
build up their level. To the High
sichool students of Grameen
families, we cannot give 100 per
c:ent support, but we offer schol-
irships, and keep announcing
.hat if they keep doing well we
‘will support their cost later on.
So we try in every way, with ev-
ery available opportunity and
resource to help these people,
We are still experimenting with
health services for Grameen
families. So the diversification
you mentioned are only other
supporting ways to create an
enabling environment and has
nothing to do with our credit
disbursement activities.

DS: Some of your critics
have said that the 20 per cent
interest rate you charge is too

high, and that sometimes there
IS coercion in getting this back.

What do you say to that?

PY: Il they mention coer-
cion, then that must be an aber-
ration, because a system cannot

I don’t think that NGOs should get directly involved in
the politics of a country. They have a different mandate
entirely, they should be politically neutral.

Grameen Phogty" Brameen Cybernet or Grameen
Textiles or Check, these are absolutely independent

companies, they dor\’t even borrow

from the Grameen

Bank. Grameen is a kind of symbol that says that
we are involved, infusing it with the same
sort of philosophy.

any other bank and they will
give you loan, they say, but why
should I go elsewhere? | get
whatever | need from this; bank,
it'’s the bank I grew up with. No-
body will go to serve me in my
house. | have to go and line up.
make applications and fill
forms I don't understand; with
the Grameen Bank | understand
everything. It's a comipany-
client loyalty. And whatever
their needs we can finarice our
borrowers all the way. Money
or funding has never been a
problem.

DS: Then there is cnother
criticism labeled against you
which is that the infusion of
micro-credit to the system is so
low that you would not be able
to break the cycle of poverty.
What do you say to that?

PY: Well it takes time...l
mearn, you compare not low
with large, but zero with low.
The alternative is not to give
the loan. So whether it'si a bet-
ter strategy not to give tle loan
or give a loan that happeris to be
small because the borrower
cannot afford anything larger.
But if the borrowers move on to
bigger loans, bigger enterprises,
then it's a sign of hope,

DS: In the last few years we
see that the Grameen Bank has
diversified into the Grameen

Jamily of companies. Do you see

a diminishing return to your
primary portfolio of poverty
alleviation through direct
credit disbursement?

PY: | understand the thrust
of your question, but [ think
riggt at the beginning | need to
make some clarifications. You
see, Grameen Bank has not cre-
ated any company. It doesn't
own any of these companies...

DS: Does it sponsor them?

PY: No, it doesn't even spon-
sor them. You see, Grameen
Phone, or Grameen Cybernet or
Grameen Textiles or Check,
these are absolutely indepen-
dent companies, they don't even
borrow from the Grameen
Bank. Grameen is a kind of
symbol that says that we are
involved, infusing it with the
same sort of philosophy. I am
the Chairman of every com-
pany that we float; that is the
common denominator. All
these companies are workin
towards a common vision. Bu

they are ate entities. Take
Grameen Phone. It is owned by
a company called Grameen

Telecom, which is a creation of
some of us. We borrowed from
commercial banks; we had a
syndicate of commercial banks,
because a single commercial
bank didn't want to put so much
money in the venture, so we ne-
gntlated with a whole grnu_lp of

anks to provide Grameen Tele-
com with funds to buy the share
of Grameen Phone. This created
the company which is a joint
venture with TeleNor of Norway
and Marubeni of Japan. We put

Grameen Phone is a separate,
consortium company.

We had two purposes in mind
when we designed that com-
pany: One. to bring cellular
phones all over the villages of
Bangladesh, and make
Grameen borrowers the
‘telephone ladies’ of the vil-
lages, to sell the services of the
phone and make money. So, a
woman can have her chicken,
her cow and her phone, and
make money. In the beginning
people thought it was a crazy
idea and thought that the
women would not be able to
master the technology. It was
not true. The other part of this
venture is that we have an
agreement with TeleNor that

Grameen Phone she will have
five times as much. Then we
will have the Grameen Cyber-
net, which is a for-profit com-
pany, and the shares will go to
the Grameen borrowers. So will
that of other companies. That's
our intention. Ultimately
Grameen borrowers will have a
portfolio of assets, owning sev-
eral companies. This becomes
an old Elﬁﬂ protection. A woman
doesn't have to depend on her
sons or daughters or relatives,
because she has enough divi-
dend for money, and she can
take care of herself decently,
not just mere survival. And she
can also unload some of this
whenever she is in difficulty.
We have created another
company called the Grameen
Securities Management Com-
pany, to have mutual funds, so
that a group of people will be
managing the borrowers’' assets,
and be of service to her. Then we
have other companies like
Grameen Check, which emer
out of the special needs of the
weavers, and because of that we
have created another r:nmpan?'
called Grameen Textiles which
is 'dealing with Flanhels be-
cause that has a bigger market.
The share holders are again the
Grameen borrowers. We cannot
reach other women because
they are not organized. We will
soon have mutual funds exclu-
sively for Grameen Borrowers
and Grameen Staff. But another
will be for poor peal]?le,
Grameen, non-Grameen alike.
Another aspect where we are
trying to reach out to is in edu-
cation. Many of the Grameen
children are now coming to
colleges, universities, Medical
colleges. So we have announced
a programme that anybody who
ets admission to any of the
igher educational institu-
tions, their entire educational
expenses will be borne by
Grameen Bank. This is an in-
terest-free loan, which they can
ay up at any point in their
ives when you have a job. And
this will be put in a kitty to be
used for another student. And if
the student is very successful he
may want to put in enough to

lunction on coercion. And if
i.hat aberration exists, then we
tshould all try to root it out. As
t/ar as the interest rate being too
high, I don't think so. Let's look
éiit the lending system of the
(irameen Bank. A borrower
takes 1000 taka, she pays it
back over 50 weeks, in install-
rnents of 20 taka. Plus 2 taka
i nterest. You borrow two thou-
s.and you double it, you borrow
three, you triple it. That's the
s tandard procedure. So you no-
tice that within a year, you p[ig
back 1000 in 50 weeks, plus 1
¢15 interest rate. As far as the
borrower is concerned she bor-
1'ows 1000 taka, and she pays
Ihack 1100. Her interest burden
's 100, which is 10 per cent. But
«n mathematical calculations it
‘works out to be 20 per cent.
That's for the intellectuals to
decide whether that's good or
bad. Incidentally, our housing
loans are on 8 per cent interest
rate, but nobody mentions that.
Many make allegations against
us saying we give subsidised
loans. But one third of the total
outstanding loans of the
Grameen Bank are hausing
loans. Not tiny amounts, but
loans for almost 400.000 hous-
ings. Because-it's a large loan —
on an average that's about 8500,
where normal loans are approx.
$50. So when we charge 8 per
cent on 1/3 of our outstanding
loans and 20 per cent on the
remaining loans, the wcighted
average comes to about 15 per
cent — which is the market rate
in*Bangladesh. So | don't see
why people complain. And we
give services that the conven-
tional banks don’t, like deliver-
ing to the homes of the borrow-
ers! We have to cover our costs.
DS: Implicitly the Grameen
Bank is jgr the alleviation of
rural poverty, but what about

urban poverty? In the US, for
example, the Grameen model
has n replicated in urban

centres. What about in the cities
of Bangladesh, are you doing
something here?

PY: Yes, there are a lot of our
l::rugrammes in the urban areas.
Nhen we began, our intention
wvas not to bring Grameen into

the cities. My fear was that as
soon as it becomes a Bank, I
would be pushed out, and a
banker would be brought in to
run it. And since a banker
would not understand the rural
areas, would bring everything
into the urban areas, changing
it. So, in fact, to protect it, in
my draft of the legislation I put
down the explicit condition
that this bank will not operate
in urban areas. There was an-
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Talking to the 1997 Fanfan{ Man of Peace

here they are shouting slogans!
So, given the age old attitudes in
villages, I feel that reaction to
the changes happening is
remarkably tolerant,

Of course we have had vio-
lent reaction from Mullahs and
also from leftist elements, who
burnt our offices. They think
it's a capitalist conspiracy, and
that we are selling off the future
of Bangladesh, giving the opium
of capitalism into the hands of
the people etc. Well we used to
joke, and say that look we have
only reached 500 villages, you
better reach get, your act to-

A reward can give incentive and focus to the many
talents in a society. There can be other kinds of social
recognition and publicity to works of
public and social good.

other reason, at that time,
against Grameen functioning in
cities. We thought if we worked
simultaneously in rural and

urban areas, the urban
Grameen would be more visible,
because the results would show
up more there. And we would be
attracting poor people all over
Bangladesh, specially from the
villages, to crowd into the
cities. We did the reverse. We
said, if you go to the cities there
is no Grameen there. But if you
remain where you are, or go
back to the villages, there is a
Grameen to help you earn a
livelihood. So we not only dis-
couraged people from rushing to
Dhaka, for example, but rather
even encouraged many in
Dhaka, to return to their roots.

DS5: What impact, positive
and negative, has the economic
enfranchisement of women had
on the socio-political frame-
work of the villages? We hear of
reactions against the empow-
erment of women by the fun-
damentalist elements in the
villages.

PY: Over all, the impact has
been positive. We did something
very new, very unusual in the
villages, and it is natural that
conservative elements would
react. In fact the reaction
proves that we have been able to
make an impact, get the people’s
attention. And the fact that this
has not discouraged the 2.5
million women from coming
forward to better themselves, is
a positive sign. In fact, 1 am
surprised that people have been
so tolerant about the economic
independence of their women.
The conventional attitude has
always been that a woman’s
voice should not be heard, and

gether and have your evolution
quickly before the rest of the
villages are gone. So that's the
way we communicate with
them, that you can’'t wait for the
revolution to come, other
things will take place in the
meantime.

DS: There has been a recent
trend among NGOs to get di-

rectly involved in the politics of

the country. What is your opin-
ion on this?

PY: | don't think that NGOs
should get directly involved in
the politics of a country. They
have a different mandate en-
tirely, they should be politi-
cally neutral. If you abuse that
neutrality, you threaten the en-
tire NGO community who will
then all be looked at with suspi-
cion. So I don't think this is at
all desirable. But if an NGO
wants to join the politics of the
country, they must form a polit-
ical party. But NGOs have for-
eign funding and people will
have the suspicion that you are
propagating some foreign
views. That suspicion will be
there.

DS: You often use the term
“social-consciousness-driven-
entrepreneurs”. Could you elab-
orate a little on this.

PY: This is what I believe in,
and this is what I'm trying to
build. All the Grameen compa-
nies that you see are social-con-
sciousness-driven companies.
The motive is not profit. If we
wished we could own it.
Telecommunications through-
out the world is a very profit
making area, and a telephone
company is a profit making
venture. We had offers to share
and own a telephone company.

But that was not our purpose, we

are not here to make money
ourselves, but to bring money
into the service of the people.
What [ am trying to show is {)hat
you can have absolutely free
market capitalist enterprise,
dedicated to social objectives.

DS: In one of your speeches
about the ‘alternative vision of
the capitalist world’ you men-
tioned that we must imagine a
world that is composed of not
only profit driven ‘greedy’ peo-
ple and, perhaps a small por-
tion of those who may be natu-
rally disposed to altruism, but a
large share of those who could
swing either way, and therefore
“if societies can build a good
reward system for works of col-
lective good, they will easily
take on more good work than
those of a selfish kind. When we
accept this configuration of the
world, we'll build our values,
institutional, educational and
social system consistent with
this configuration.” Well, you
look at the world primarily as
an economic market place, but
there is the political market
place where the players play for
a different profit motive, power,
and have an impact on the
overall configuration of the
country, on the institutions and
values that are generated. What
is true of the economic
Faradigm could be true of a po-
itical paradigm. So what kind
of reward system could we build
in political terms, to encourage
the kind of socially beneficient
world we wish to see?

PY: I can think of somethin
specific. Let's say nationa
awards, like an Independence
Dﬂ award or the Ekushey
Podok. We could create awards
for those who involve their
creativity in solving a social
problem, or successfully create
a company to reach a social ob-
Jective without profit to him-
self. And the more peuple you
reward the more you raise their
awareness in this direction and
at every level of society, among
the youth, among students.... A
reward can give incentive and
focus to the many talents in a
society. There can be other
kinds of social recognition and
publicity to works of public and
social good.

D5: As we enter the new mil-
lennium, how do you see
Bangladesh?

PY: Well, 1 feel that in the
past, we could have done better.
But we are still on the track,
and if we can put our acts to-
gether, we can catch up. The

resent is a very critical time
or us.
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Yet another exciting project. This time

we are creating homes where there will be a
combination of economy and comfort in living

Designed to meet the requirements of a
contemporary famity, Regal Heights is a

conglomeration of 54 apartments.

Apart From the modern design of the

apartments, Regal Heights offers excellent
common facilities like
Children s play area, Community Floor efc.

LOAN FACILITY CAN BE ARRANGED

Gymnasium,

Book now and avail the

Fabulous Discount as a gszal
Project Launching Of

building technology & ideas ltd.

TMC Building (1st Floor) 52 New Eskaton Road, Dhaka
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