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effort pass by silently.

‘Yunusonomics” A Paradigm in the Making

From the %Mm Desk

HERE were two good reasons as to why the Centre for Alternatives decided to take up the issue of
Yunusonomics' (i.e. the economics and developmental practices of Muhammad Yunus). Firstly,
the CA has been advocating for quite sometime the need for democratizing developmentality. This
has come in‘the wake of a widespread criticism that the international development community (1DC),
while providing foreign aid to Bangladesh prefers to impose its policy prescriptions or more literally, its
pride and prejudices. If donors go on to finance the entire Annual Development Plan and a part of the
revenue budget, this is somethingsthat is not unnatural. What is less understandable is the insistence on
the part of many that there is one single meaning of development circulating in the whole of IDC and it is
this single meaning that the IDC is interested in implementing in Bangladesh. Yunusonomics in more
than one important way challenges this assumption and opens up the space for a plural discourse to
flourish. CA, with its commitment to alternative ideas and development practices, could not let this noble

Secondly, in so far as Bangladesh development is concerned, the mainstream economics (indeed, like
other ‘mainstreams’) is in serious crisis. Indeed, économists are increasingly looking towards non-
economic categories like, ‘politics,’ ‘governance,’ ‘ethics," ‘institutions,’ etc., as ways to overcome the lack
of economic growth and the state of maldevelopment in Bangladesh. Indeed. in quite an interesting way
Foucault’s genealogical reading of the sixteenth century ‘economy’ (that is, ‘the art of properly governing |
a family,’ courtesy to Francois de La Mothe Le Vayer) as one of the forms of ‘government’, the other two
forms being ‘morality’ (the art of self-government) and ‘politics’ (the science of ruling the state), seems to
have found an entry in the country's economic and developmental discourse. 'Economics,’ for that
matter, can no longer be understood in the modernist/positivist/neo-classical parcellization of ideas,
realities and disciplines. Yunusonomics, more on the basis of its experiences, if not for sheer logic,
provides ample scope for a well-founded holistic approach to emerge.

There are at least six areas, which forms the basis of Yunusonomics. One, the recognition and
reproduction of self-employment. Two, the human claim to entrepreneurship or, to put it more simply,
'All women and men are entrepreneurs.’ Three, credit as a human right. Four, the role of women and
family in business. Five, the rapjd organization and reproduction. of social-consciousness driven
enterprises. And six, the power of institutions in fashioning minds and activities. Taking them singly the
six areas mean very little. But then, the six areas together also remain partial as these can only partially
attend to the economic ills the country is now facing. Whatds, however, important is the entry of the sixth
area, one which calls for new institutions for refashioning minds and activities. It is no surprising that
Muhammad Yunus is now increasingly finding the need for ‘new politics," ‘new structures,” ‘government
based on new ideas,’ and the like. The challenge, of course, would be to innovate and implement things
arising from the sixth area. indeed, in a way that would help develop further the other five, more solidly
uased, areas of Yunusonomics. _

A paradigm cannot flourish without critics. Yunusonomics is no exception. But let such critics match
up their critique with a well-founded ‘contribution.” Only then we can say we are blessed with a healthy
debate and a genuine mark of scholarship. Will the critics now stand up and respond?
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Professor Yunus Speaks ...

—
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few months ago Professor
Yunus made a ma{nr
resentation at a joint
conference of the Bangladesh
Economics Association and the
International Economics
Association, castigating
traditional economists. This in
turn led to some interesting
attacks on Professor Yunus that
were published in the Daily
Star. These attacks were
interesting not because of their
criticism of Professor Yunus
but because of the criticisms
bein situated within the
paradigm of neo classical eco-
nomics. In fact what is most
interesting is that there were
not more attacks. because what
Professor Yunus challenges is
the very ideology of neo classi-
cal economics, an ideology that
is pervasively shared, know-
ingly or unknowingly. by most
academic economists and in-
deed by many of the microcredit
practitioners that proless to
draw inspiration from Profes-
sor Yunus himself.

What is it that makes these
critics uncomfortable? It is that
Professor Yunus points out the
irrelevance and indeed the dis-
regard of conventional eco-
nomics vis-a-vis issues of
poverty and the poor. Professor
Yunus strongly states that
poverty is not created b

y. poor
people; po

verty is created by in-
stitutions and the ideclogy (1eo
classical economics as an inte-
gral element of such ideology]
that helps in reproducing these
institutions. This ideology and
the mindset that it creales are a
fundamental barrier to a
verty free world. The time
as come to discard such con-
ventional theoretical frame-
works and rewrite textbooks
that put people at the centre of
the analytical framework. The
apologies in favor of neoclassi-
cal economics that appeared in

ical
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the Daig' Star, lor example.: are
couched in terms of familiar
statements, that econoiiics

deals with the maximization of
production and consumption
and efficient allocation of re-
sources where everyone bene-
fits. The market mechanism is
a neutral arbitrator ensuring
optimal allocation of resources
thereby promoting efficiency
and prosperity for all.

The fundamental problem
with neo classical economics
stems from precisely this cate-
gorization of reality where sup-

sedly the market is neutral

tween actors. It assumes, in

the division of the economy be-
tween households and firms
that Bill Gates and the

Bangladeshi immigrant in New
York wield equal power (as
households) and General Mo-
tors and the corner grocery
store are both firms. It assumes
that in the market, competition
prevails and that each actor en-
gages in "fair" transactions and
get ‘what they deserve, be it
wages in exch of their labor
power or prices for their prod-
ucts. The fact that people come
to the market with unequal re-
source endowments, with un-
equal power. is conveniently
forgotten,

Professor Yunus' criticism of
neo classical economics has

Der RGeS e e R ARg
however 11 1s neo classical eco-
notnics, that torms the basis ol
the university education that
generations of Bangladeshi stu-
dents receive and that which is
considered so scientific by so
many teachers; has actually
been proven to be logically in-
consistent and based on faith.
The three fundamental tenets of
neo classical ideology las de-
scribed by E.K. Hunt), "the faith
that the invisible hand of 1lie
competitive market harmo-
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“Mainstream Economics Has Created a Damaging Mindset ...”’

By Alternatives Correspondents

V ERY few individuals
become institutions in
their life times, Very few
names have evoked as much
controversy as well as praise as
that of Professor Muhammad
Yunus. The fabled, the icon
Professor Yu~us, if one may sa
so has indeed brought mucf‘lr
honour and pride to this
distressed land. At a time, when
education, more specifically
‘specialized formal education’
is fast acquiring a dehumaniz-
ing and oppressive character,
Professor Yunus has the moral
and iIntellectual strength to
challenge the established
paradigms and boldly speak out
to "unlearn what one has learnt
in the text books", and ‘to take
lessons from life. In an attempt
to gain some insights into the
thoughts and vision of this
marn, the Alternatives team met
him in his office on 18.8.98,
Following are excerpts from the
conversation that followed.
The Alternatives team
wanted to know his main ob-
jeéctions to mainstream eco-
nomics, and his major points of
departure from that approach.
To this Professor Yunus re-
sponded by raising a number of
points. These are: :
onceptualization of human
beings: He pointed out that he
has fundamental problems
with the way human beings
have been conceptualized in
economics. According to him
human beings have tremendous
creative capacities, but eco-
nomics has not given us the
s8cope to treat human beings as
creative beings. In economics
there are two kinds of human
beings, one is the labour. Vast

majority of the le is |
and the lahul?:n E:rfnrﬁl?u;

repetitive function. He s al-

most like a robot not a t:reaua'.!e

human being. Another rare t

is. the entrepreneur. n-

trepreneur is a creative [ “son
L I8 very rare and the . '4-

tionship between the Jabour

and the entrepreneur is also
very strange that one must
serve under the other. This ac-
cording to Professor Yunus is a
very unacceptable situation. He
pointed out that human beings
are not born to serve under Dlﬁ*
ers, nor-are they fated to be so.
But the above understanding in
mainstream economics Eas
crealed a very damaging mind-
sel. There is a need to redefine
the idea of labour and restlore

the human being, the creative
being in him.

Credit: Credit is the lubri-
cant of economic forces, yet it
has been very badly handled in
economics, Mainstream eco-
nomics has missed the point
that credit is a social power. So
much has been written on land
reforms, yet nobody ever raised
the question as to the amount of
credit being held by individuals,
Credit is a liquid asset, and if
one has access to it there is no
need for land. Institutions offer
credit to individuals who have
money and power. The more
one has the more credit one

ets. The poor remain deprived.
n this way we have institu-
tionalized poverty. This is in-
tellectual apartheid. The
Grameen experience has shown
that everybody is credit worthy.

Gender: Mainstream eco-
nomics has not recognized the
gender differences. In eco-
nomics all we have is a labour,
which is neutral. In Bangladesh
when one talks of a labour
force, one thinks of a man be-
cause labour has accumulated
its own image as a man. But in
society there is a woman labour
as well as man labour; and
there is an economics of women
and economics of men but eco-
nomics does not recn%:niz: these
differences. Again this disci-
pline, being a social science,
does not take into account the
socially constructed category
called ‘family.’ In economics
there is the economic category
of household which is a con-

L3

sumer category. In economics
there is no concept of family. In
a family we have man, woman
and children. In the entire dis-
course of economics there is no
concept of children. Children
are very important for devel-
opment, in fact they represent
development. If children could
be integrated within this dis-
course then the very idea of de-
velopment would have changed.
One could then talk of their ca-
pacity building, education, skill
development, etec. These things
only come as side topics. By
missing out the gender and fam-
ily perspective, economics has
missed out a very important
point. ;

Social consciousness driven
entlerprises: In economics one is
given the impression that greed
iIs the main motivating factor
behind capitalism. It is the fuel

g BESRSSAF YAThirIsp ey
slrong objections 1o the above
formulation and argued thatl
there could be social conscious-
ness driven enterprises as well.
Free market could be equally
rewarding for the above pro-

jects. Even banks can be set up

with the above motive. History
is full with examples of dedi-
cated people. It is important to
keep in perspective the
achievemments of those people.
Dedicated people can come into
business, there can be open
compelition. Their objective
could be to benefit the people.
They also want to get their re-
turns and make a profit; but not
necessarily enormous amount
of profit. Economics does not
encourage it. This according to
Professor Yunus is a very wro
way of looking at free marke
enterprises.

The Alternatives team then
wanted to know from him as to
what or which areas he consid-
ered being his major successes.
Professor Yunus quite categori-
cally pointed out that the pro-

ram of micro credit is one of
is major successes. The pro-
ram is based on what one can

not on what one has. THe ob-

jective is to change the tradi-

tional idea of credit. He believes
that. all human beings have
skills. The basic skill is sur-
vival. If one could survive then
they have other skills as well.
One needs to tap those skills.
They need institutional support
for it. Grameen Bank is provid-
ing them with that institu-
tional support.

He considers the induction
of women into the program as
another of his major achieve-
ments. Professor Yunus went
into details on the hardships
and obstacles that they had to
face initially on this count. He
personally had to go and moti-
vate women. Though they were
hesitant in the beginning but
after five years they emerged as
self confident persons. It was
like discovery of the inner self
for those women. Professor
Yunus pointed out that women
are better managers and they
also pay back their dues regu-
larly. He then went on to ex-
plain that the idea of self-em-
ployment does not exist in the
economics framework, but this
is a fact of life and Grameen has
proved it to be so.

Professor Yunus insisted
EaAIEBRER AV 2 1P
prise. Its objective is to do max-
imum good to the people, not to
hoard up its returns. He agreed
that they want returns for they
are in a competitive economy,
but the money then is rein-
vested on people.

Reflec on his weaknesses
and major obstacles, Professor
Yunus that he had not
been much successful in
changing the mindset of the
mpt. e pointed out that it

ad not been possible on his
part to put his thoughts and
works within a structure and

framework. He had not been
able te convince the maiu-
stream intellectuals. He regret-
ted the fact that even after the
Grameen was awarded the Agha
Khan award for building low
cost houses, the Architecture
faculty had never wanted to
know how they had got the
award. The experiences of the
Grameen is being taught in
American and English univer-
sities, yet within Bangladesh no
such attempt has been made.

He also regretted the role
played by the media. In this
context he pointed out that the
newspapers often pick up false
stories. They never make any
attempts to verify the facts with
the Grameen officials, or even
check it out at the web site that
the Grameen has. Professor
Yunus pointed out that only
that mnrning he had visited a
Grameen olficial in a local
clinic. The person had been
stabbed by the miscreants, yet
he did not let go ofi his cash
money. Newspapers never print
these reports, the dangers and
hazards faced by the Grameen
workers go unreported, yet most
often false stories get editorial
coverage. This he believes is
creating a distance between the
people and the Grameen's en-
deavours.

The Alternatives team asked
him if he thuugh{, of establish-
ing a'different kind of educa-
tion system. Responding in the
affirmative, he strongly urged
the need for bringing a thor-
ough change in the curriculum
and education system. He
pointed out that education has
to be people and life oriented. At

resent the education is grade

ased, gradually one has to
move away from it. Education
has to be broad based. People
might be illiterate but they are
knowledgeable. knuwlui_flﬁge
has to be utilized. Il we can

a system of education where we
can provide knuwlch; on de-
mang not prescribed knowledge

. could not

as is presently the case, then
individuals can make their own
curriculums. Out of their own
interest then they would learn
and gradually become literate.
This he believed is possible for
technology has opened up
tremendous opportunities,
Through Internet, video confer-
encing one can learn a lot,
Technology has revolutionized
the idea of education and it is
bound to bring about changes in
our education mechanisms.

Professor Yunus also shared
his vision of a new kind of poli-
tics and world that he believes
would gradually evolve. The

olitics would be individual
Easecl. pEGE]E are very con-
scious, so there is no need for
leader centric parties. Gradu-
ally the idea of leaders would go
away,; People would become
more active, and when people
are active there is less need for a
state, so the idea of domestic
governance would undergo a
tremendous change.

Finally, the Alternatives
team wanted to know if he be-
lieved that the institution that
he had established would re-

main the same once he is not |

there at the helm of affairs.

Quite cautiously he said that he

predict the future,

Anything is possible. But he

was optimistic for the Grameen
had been working for the last 22
years. It has been criticized on

many counts; but it has never
been categorized as a corrupt
institution. Its workers handle
cash all the time but there has
been no case of monetary cor-

ruption. He believed that this
tradition of honesty would
c it through. He also pinned
his hopes on the next genera-
tion, specially children who are
studying abroad about the
Grameen bank. The Professor
believed that they would come
back and teach or work for this
institution.

nizes all interests through free
exchange, creates rational
prices, and leads Lo an efficient
allocation of resources; the
faith that the free market will
automatically create a full-em-
Elt:wmtnt equilibrium; and the

lief that the wage rate is equal
to-the value of the marginal
product of labor and that the
profit rate (or interest rate) is
equal to the value of the
marginal product of capital;
hence, by implication, each so-
cial class gets the value created
by the factors it happens to
own,” have all been proven to be
logically inconsistent.

Neo classical welfare eco-
nomics based on Walrasian
equilibrium and Pareto opti-
mality with the vision of soci-
ety achieving a "bliss point” has
been riddled with acute contra-
proven to be a
normative ideal based on im-
plausible and unrealistic foun-
dations. Keynes effectively
negated the neo classical faith
in the market to bring about
full employment equilibrium.
Instability and unemployment
and more recently stagflation
are the reality of the market
economies. Piero Sraffa’'s sem-
inal work "Production of Com-
modities by Means of Com-
modities” published in 1960, by
proving that reswitching ol
techniques (of production, us-
ing different ratios of capital
and labor and varying produc-
tion periods) can take place;
provided a decisive critique of
neo classical capital theory and
distribution theory, which were
used to lprmtﬁt:t the capitalist
system from any suggestion
that the system may be unjust
anl that labor may be exploited.

Radical economists have
over the years pointed out thal
neo classical economics has
very little to say aboul intra
household transactions, about
race, about initial resources en-
dowmernts, about power. Profes-
sor Yunus notes ve?' strongly
how the invisibility of gendered
relations within the household
from the conceptual framework
of neoclassical economics in-
hibits its analytical ability to
understand a major dimension
of the process of poverty. Yunus
asserts that the problematic of
the neo classical paradigm is
increasingly visible.

It is very clear that polity
prescriptions emanating from
the neo classical paradigm is
woefully inadequate in address-
ing issues of the poor. Why else
could a trillion dollar GNP in
the US coexist with thousands
of homeless and 40% of the
FGPUIEHDH without adequate
1ealth insurance. In our own
country the flow of [oreign aid

has contributed \rerg little 1o
the alleviation of poverty. In

fact Professor Rehinan Sobhan
has consistently pointed out
that foreign aid has only con-
tributed to donor dependence
and the reproduction of a class
of unproductive rent seekers.

The fact that the World Bank
irw assessing the failure of their
structural adjustment Fnilces
in Sub Saharan Africa. for ex-
ample. are talking of gover-
nance issues, imply very
strongly that the paradigm of
the optimizing world ol neo
classical economics in grossly
inadequate. This is reminiscent
of Kuhn who in his "Structure of
Scientific Revolutions" clearly
indicate that when a paradigm
becomes inadequate issues start
emerging as riddles that can not
be solved within the prevailing
paradigm, Professor Yunus, in
calling for new textbooks to be
written, is puintinf to the need
for burying neo classical eco-
nomics and creating a new
paradigm.

Professor Yunus, in working
at the grassroots level, in talk-
ing to ple, in understandin

the rationality of the poor, real-
ized very clearly the limits to
conventional economics in un-
derstanding q_:;.vcrty. let alone
resolving it. The fundamental
problem with conventional
economics, asserts Yunus, is
that human creativity is denied
in the conceptual framework;

humans are presented as alien-
ated, estranged labor. Yunus
also insists that solutions
would not stemn from the pre-
vailing mind set but in turning
such views on their head; as he
would say. by moving from a
"bird's eye view" to a "worm's
view", :

Professor Yunus in calling
for new textbooks to be written
also clearly indicates certain
elements of this new paradigm.
He categorically points to the
need to place the central em-
phasis on people, on poor peo-
ple, on the dispossessed and
disenfranchised, rather than
some mystifying market that
neither provides for economic
welfare nor can create more
humane conditions. Grameen's
experience with collateral free
banking, def}ringhcnnventiunal
wisdom, proves how (over (wo
million) poor women can orga-
nize themselves, engage in sell
employment, increase their in-
comes and economic welfare (a
third have moved above the
poverty line and another third
are close to doing so}, and be-
come more assertive and confi-
dent in challenging the struc-
tures of patriarchy. It also
proves how poor women them-
selves can run such major or-
ganizations (94% of Grameen
shares are owned by Grameen
women and they comprise nine
of the twelve members in the
board of directors), in a self sus-
taining and cost effective way
(Grameen runs at a profit and
operates its loamr operations
with borrowings [rom money
markets at commercial rates of
interests, i.e., without donor
subsidized funds). Grameen's
contribution to GDP has been
estimated to be between 1% and
1.5% over the last three years.
For Professor Yunus this makes

Grameen Bank an micrucr?rriit
a necessary condition i The
new development paradigm:
necessary because it allows for
poor people to then effectively
attack monopolistic structures
in other markets, in other
spheres. The sulfliciency condi-
tion is dependent on transfor-
mations at other levels, at other
structures of power. Professor
Yunus' efforts in this have led to
bringing the most sophisticated
technology to the poorest
(through mobile phones), link-
ing small producers with the
world market (Grameen Check),
seeking environmentally
friendly methods of increasing
agricultural productivity
(Krishi Foundation), health in-
surance for the poor. etc. The
articulation and effective im-
plementation of these "suffi-
ciency conditions” form the el-
ements of the alternative

aradigm. It is this task that
ies belore us.

In humanizing economics
and the economic world, Pro-
fessor Yunus strongly wants to
move away from the pervasive
alienation in modern society
stemming largely from the pro-
duction of commodities and the
prevalence of wage labor. It is
this challenge of creating a new

aradigm, of a radical rupture
rom the epistemological basis
of neo classical economics, that
Professor Yunus point to. It is
our task as intellectuals, as
people committed to the cre-
ation of a poverty free world. to
take on this challenge, to bury
the old and articulate the new
paradigm. At the very least let
us discard the first principles of
neo classical economics, the
individualistic, egoistic. profit
maximizing man; Robinson
Crusoe, the homo economicus
par excellence, and substitute it
with the interests of the poor.
Let us not remain with the
mindset of the old clinging on
to neo classical theology, let us
initiate the struggle for a new
paradigm that can intellectu-
ally assist in ushering in a

poverty free world.

The author was Professor of
Economics at Jahangirnagar
University. He is currently Di-
rector of the Programme for Re-
search on Poverty Alleviation
at the Grameen TrustL



