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roundtable on "The Eco-
nomics of Muhammad
Yunus: An Alternative
Paradigm in Making?" was or-
ani jointly by the Centre
or Alternatives, the British
Council and The Daily Star at
the British Council auditorium
on August 22, 1998. The
roundtable focused on a crucial
new aspect of the current de-
velopment discourse. The ques-
tion was whether the approach
of Md. Yunus in alleviating ru-
ral poverty will replace the
prevailing neoclassical
paradigm that elevates the
market. Whereas, the current
economic paradi stresses
the central role of the market
in all economic activities , by
placing the central emphasis
on people Prof. Yunus has
pointed at the limitations of
neo-classical economic
thoughts. Significant debates
and differences of opinion

re arding this came up during
th% roundtable discussion.
Syed M. Hashemi of

Grameen Trust presented the
different dimensions of Prof.
Yunus' challenge to neoclassi-
cal economics in a p?fer titled
“Prof. Yunus versus Neoclassi-
cal Theology. The Quest for a
Surrogate Paradigm.” This pa-
per generated a lively debate
among the participants. The
major themes that came up dur-
ing the discussion centered
around the following issues:

A New Paradigm?

The discussion on this issue
concerned : (1) Relationship be-
tween neoclassical economics
and the model of Prof. Yunus;
(2) Tools that can be used to as-
sess Prof. Yunus' contribution
towards a paradigmatic shift in
development discourse. In his
paper Dr. Hashemi pointed out
that neoclassical economics
says very little about intra-
household transaction, gender,
race, power, self employment
and initial resource endow-
ment. The fdct that neoclassical
prescriptions has failed to deal
adequately with alienation of
labor (stemming from the sys-
tem of production of commodi-
ties and prevalence of wage la-
bor), governance and poverty
are indications that a new
paradigm is needed. ~And
Grameen Bank's central em-

hasis on the poor (collateral
ree banking, taking sophisti-
cated technology to the poor)
-are starting points for a new
paradigm.

Many participants agreed
that mainstream economics is
going through a crisis period.
However, many discussants
stressed the fact that Prof.
Yunus did not introduce any
radical new concept in the eco-
nomic discourse although his
achievements are remarkable.
Mr. Golam Hossain, a student of
Department of Economics, DU,
pointed out that the normative
and
nomics has been highlighted by
Dowrkin and others. He
stressed that the major contri-
bution of Prof. Yunus is the

ethical aspects of eco- .

The Economics of Muhammad Yunus
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The fact that neoclassical prescriptions has failed to deal adequately with alienation of labor (stemming from the system of production of commodities and

prevalence of wage

creation of an institutional
structure that overcame the
problems arising from the
“asymmetry of information”
and gathering of empirical evi-
dence that poor people were
credit worthy.

Ahmad Kamal, Professor of
History, DU, pointed out that
Prof. Yunus innovative ap-
proach to microcredit opera-
tions developed from the ab-
sence juvf effectivael lland partici-
patory) poverty alleviation pro-
Ig{ranm in Bangladesh. Prof.

amal raised some pertinent
questions.

He stressed that the question
that needs to be pondered upon
is whether Yunus' model is
leading to the creation of a new
paradigm or whether it is creat-
ing tensions within the exist-
ing paradigm. A paradigmatic
shift takes place only when the
existing tools for explaining
reality are exhausted. If it can
be ascertained that the tradi-
tional tools for explaining and
alleviating poverty in

. Bangladesh is insufficient, then

only it can be claimed that a
paradigmatic shift has taken
place with the introduction of
microcredit model used by
Grameen Bank. He further
pointed out that it was too early
to comment on whether a
paradigmatic shift is taking
place.

Dr. Kamal emphasized that
how this pro-people micro-level
approach will fit into the macro
development apﬂmach needs to
be ascertained. He stressed that
an analysis should be made of
as to why Grameen Bank has
moved into new enterprises (i.e.
Grameen phone, Grameen
check, solar energy etc}, because
this would expose the gaps in
the micro-credit operations

and how Prof. Yunus is usin
the lessons and experience o
these new enterprises to mould

his ractices into a new
paradigm. Dr. Kamal com-
ented that at this level of mi-

o-credit operations problems
do exist in identifying the
methodology of Prof. Yunus as a
complete paradigm. Moreover;
comprehensive and objective
impact studies need to be con-
ducted. He pointed out that in
order to term Yunus' model as
a new development paradigm,
studies need to be done on
whether it leads to real social
and political empowerient of
thiv poor.

Sardar Aminul [slam, Pro-
1+ ssor of Sociology. DU, pointed
aril that the existing discourse
lais not been able to explain the
success of Grameen Bank as an
agent of development. He also
raised the issue that conven-
tional tools for academic anal-
ysis may not be sufficient for
analyzing the success of
Grameen Bank model. He
stressed that a social science
analysis of Grameen Bank
model's success is needed rather
than a straightforward neo-
classical economic analysis.

Hossain Zillur Rahman of
BIDS emphasized that to prop-
erly assess the contribution of
Yunus model the debate should
not center around neoclassical
economics vs. Yunus’
“Economics.” The yardsticks
that should be used to evaluate
Yunus' work are the following:
(a) It has vitalized the focus on
the philosophical roots of eco-
nomics as a science [ ie.,
through challenging the uni-
versal notion of common agent
by focusing on the poor. by ush-
ering in a somewhat
*Gramscian”_perspective of en-

trepreneurs, through emphi-
sizing the creation of new in-
stitutions, and centralizing the
question of ethics in eco-
nomics), (b} It has put empha-
sis on the role of the economist
within the society,

Abdur Rob Khan, Research
Director, BIISS. pointed out
that Prof. Hashemi's presenta-
tion on Yunus' writings focused
more on the limitations of
neoclassical economics rather
than providing clear cut ele-
ments of an “Yunusian®
paradigm. However. Prof.
Hashemi clarified this issue by
stating that Prof. Yunus has not
claimed that he has created a
new paradigm rather he s
positing some questions Lo
show that paradigm shill is re-
quired.

Microcredit,
Development and
Societal Change

The debate revolved around
micro credit operations and
their impact. The following is-
sues were prominent in the dis-
cussion on microcredit: (a) mi-

crocredit and development, (b)
future challenges for Grameen

Bank regarding microcredit
operations, [c)] credit as a hu-
man right.

Monaw-war-uddin, Profes-
sor of Economics, DU. argued
that the central issue that
needs to be pondered upon . is
the link between nmicrocredit
and development. He stressed

Yhat whilﬁ_he admired Yunus’
microcrecdit operations . it is

not likely to lead to an overall
economic development. He
contended that micro credit op-
erations can be
"advanced system of charity.”
In his opinion overall eco-

viewed as*

nomic development requires a
macro approach which in-
cludes heavy industrialization
and modernization of agricul-
ture.

The lack of attention to
macro-institutional process
was identified as the missing
element in Yunus' approach by
many. However, Dr. Zillur
Rahman pointed out that
though microcredit is a partial
model but its experiences can
help immensely in constructing
an alternative paradigm.

Prof. Hashemi clarified that
Prof. Yunus does not consider
microcredit to be the only wa
for moving towards real devel-
opment [ not the only answer);
rather it is taken as a necessary
condition but not a sufficient
condition for development
{otherwise he would not have
linked up with the world mar-
ket). Dr. Zillur Rahman also
reminded the audience that mi-
crocredit had modest achieve-
ments in closing extreme wvul-
nerability aspects. empower-
ment of women, and in improv-
ing the resilience of the econ-
omy.

As for the future challenges
to Yunus' microcredit opera-
tions model the debate focused
on how he would deal with the
forces of cooptation. The dan-
ger here is ironically Yunus’
success with microcredit opera-
tions. The risk is that in future
the objective for Yunus' work
would “be equated with micro-
credit operations and 'will be
restricted to microcredit only.
Thus, the radical elements in
Yunus model may be neutral-
ized. The other fact is that the
legacy of the success ol micro-
credit may lead to the general

rception that Yunus' major
Fﬁ*ua is on poverty alleviation

oor) are starting points for a new paradigm.

labor), governance and poverty are indications that a new paradigm is needed. And Grameen Bank’s central emphasis on the poor
(collateral free banking, taking sophisticated technology to the p

,.
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only. This will obstruct Yunus'
initial goal i.e., to focus on the
perspective of the poor and
change the society as a whole.

Ahmed Kamal particularly
drew attention to several limi-
tations of microcredit opera-
tions.

These are: (1) its inability to
reach the poorest of the poor
due to several factors: the na-
ture of microcredit programs,
emphasis on compulsory sav-
ings, maintainin 95-100%
rate of return, methodology for
selecting target groups that
leave out the ecologically vul-
nerable %ll'nu s and selects only
those who has “loan replace-
ment capacity.” (2) the question
whether these microcredit pro-
grams are resilient and disaster

roof is yet to be determined.

r. Kamal commented that mi-
crocredit operations will face a
crucial test after the recent
flood has subsided.

Many discussants also
pointed out that through
Grameen Bank's microcredit
operations the traditional
mindset about credit and the
poor has changed. Yunus' strat-
egy of collateral free loan has
given the poor access to credit
and a chance to use their en-
trepreneurial skills (through
intra-household productions
and self employment), This has
changed the traditional neo-
classical outlook about who has
access to credit and why, as Mr.
Azizul Huq, a former minister
of GOB, put it “microcredit op-
erations helped establish the
notion that credit is poor peo-

. ple’s right and not a privilege.”

Assessment of
Grameen Bank

Though the central focus
was on “economics of Prof.

Yunus™ the discussions almost
inevitably moved towards the
evaluation of the Grameen
Bank as it is widely viewed as
the implementation tool of
Yunus' thoughts on economics.

Dr. Gulam Rasul raised some

questions about the interest
rate of Grameen Bank, His
opinion was that high interest
rates of credits is not actually
benefiting the poor.

Mahfuz Anam of The Daily
Star also asked for concrete in-
formation about the actual im-
pact of micro credit operations
upon r li.e. to what extent it
has alleviated poverty). He also
wanted a clarification about the
actual interest rate charged by
the Bank. Mahbubul Amin; a
former Deputy Governor of
Bangladesh Bank pointed out
that the range of interest rate of
most of the NGOs is between 18
-30 percent, while that of the
Grameen Bank is around 20-22
percent. Abdur Rob Khan drew
attention to the criteria for
credit worthiness of the rural
poor which often leave out the
poorest of the poor. Lamia
Karim,
stressed that empirical evidence
about Grameen Bank's
performance is very much im-
portant in judging whether the
ideas of Prof. Yunus actually
construct a new valid theory.

Hossain Zillur Rahman
made several points regarding
the Grameen Bank's perfor-
mance. He pointed out that
though in terms of increasing
the level of income Grameen
Banks' achievement has been
rather modest but in certain ar-
eas it has mitigated extreme
manifestations of poverty.
Also the functions of Grameen
Bank has enhanced the role of

social multiplier [esp. in gen-

a Fulbright scholas.

Imagination is more important than knowledge

— Albert Einstein

der). Dr. Rahman held that the
experiences of Grameen Bank
in poverty alleviation can play
a very significant role in reori-
cnlin% economic thought. Mr.
Azizul Huq identified sormne im-

ortant contributions of

rameen Bank. He stressed

that Yunus' success in increas-
ing participation of poor wil-

lagers in development scheme
Is significant in the history of
economic development in a
country like Bangladesh. More-
over, Grameen Bank estab-
lished the realistic use of credits
in increasing the production by

the poor people.

Ahmed, Kamal also made
some interesting observations.
He pointed out that total eradi-
cation of poverty has not taken
place in the villages where
Grameen Bank and other mi-
crocredit NGOs have been oper-
ating for decades. But huge en-
thusiasm exists among the ru-
ral poor to join these micro
credit programs. Their initial
hesitations have now almost
disappeared. Though questions
can be raised as to whether the
people taking credits are really
Fonr or not, whether the abso-
ute poor or those who are rela-
tively less poor are asking for
niore loans etc.; the sheer en-
thusiasm indicates the success
of the programs. Grameen
Bank's activities have also con-
tributed immensely in_ social
empowerment , particularly of
women. Dr. Kamal also stressed
the need for addressing the
"tomorrow’'s poor” in micro-
credit operations. The
‘tomorrow’'s poor’' are those
who are slightly better off than
the target groups of Grameen
Bank or other microcredit
NGOs and have no access to
credit, and thus will become
poor in the future as they expe-
rience various macro-econorhic
shocks and natural disasters.

Mahbubul Amin also spoke
about some noticeable success
stories of Grameen Bank. He
pointed out that Grameen has
constructed several lakhs of
houses in rural areas for those
who live in extremely poor con-
ditions. Together with women's
empowerment Grameen Bank is
also contributing towards the
expansion of education. With
Grameen's help 27 students
have taken admission in

“Dhaka University.

Moreaver, .in more than 50
countries ‘Grameen Bank's
model of poverty alleviation
has been- widely appreciated
and practiced. About the
‘poorest of the poor” he opined
that Prof. Yunus has not
claimed that Grameen Bank is
working for everyone who be-
longs to this category. There
can be some faults in the oper-
ation of Grameen Bank the tield
level, but its achievements and
contributions should not be un-
dermined.

Report prepared by Sohela
annggn and Syeg Imtiaz
Ahmed. Fellows Center for Al-
ternatives.

The Lessons of Muhammad Yunus: Some

by Hossain Zillur Rahman

Grameen Bank have been
at the cenire of national
and international attention for
nearly two decades now, He lias
done Bangladesh justiliably
-proud on the world stage. His
recent call in an international
conference for new economic
text-books to address better the
concerns of the world's poor
offers an opportunity to assess
anew the Yunus legacy and its
contributions to the continuing
reconstruction of the develop-
ment discourse.
- Perhaps the most im
lesson of Muhammad Yunus is
the one that Karl Marx made
famous when he observed:
"Philosophers have been busy
in interpreting the world, but
the -important thing is to
change it". It is.this subjectivity,
the will to action, the concern
for practice as the well-spring
of theory which to my mind is
the unavoidable first-order les-
son indicated by the Yunus ex-
ence. Others before Yunus
ave also talked of concepts
similar to microcredit. The an-
thropologist Sol Tax wrote on
penny capitalism in Guatemala
nearly two decades before
Yunus. But these works did not

PR{}FE:SSGR Yunus and the

cross the threshold of academic
texts. The undeniable achieve-
ment of Muhammad Yunus was
to transform such concepts into
a living idea through a process
of practice culminating in the
creation of the Grameen Bank.
It is an idea which for better or
worse has caught the world's
imagination.

It would do poor service to
the Yunus legacy, however, ei-
ther to stop at romanticisation
or engage in hagiographical ac-
counts. The Yunus legacy in

;that sense is certainly not a

thin%. of the past but is very
much an unfolding one. Beyond
his first-order achievements,
what other lessons does Yunus
offer ? Are these lessons rele-
vant to the re-writing of eco-
nomic text-books ? Has the
ound reality vindicated the
rameen model in its objective
of removing poverty ? Since the
last is a more directly empirical
question, we can perhaps begin
here.
The analysis of poverty

.trends in Bangladesh is a risky

business. Statistics are not
irusted. Everyone has a inicro
cxperience 1o contend with any

| I am writi

Desai and Dr. Scott.
toring a

Grameen Bank. In particular, 1
| in allevia

wanted to know as to

sities of this coun
of his phenomenal success in

worl

Univers

- Universities?

The following letter appeared in the Grameen Dialogue's is-
sue of July 1998. The letter read:
ng about a research project that I am unde
this winter. [ am in my final year of university at Bates College
in the United States. As an economics major, | am encouraged
to spend my last semester writing a thesis paper. While :nrr:ﬁ:d
at the London School of Economics, I studied the Grameen Bank
as part of my D:vcln?ment Economics course, with Professor

was fascinated by the economic theory

employed in the Grameen Model. In particular; the
pproach, as discussed by S
As a result, | intend to devote m

verty ... (Michael Holland. Bates, USA.)

The Centre for Alternatives received about ten letters from
students of different universities and colleges. The students
courses on Grameen have not been in-
troduced in our curriculums: why we are still continui
out dated, out of context western

t from one letter: "It is sadde
m try have yet to include Prof. Yunus and his
economics in their syllabi.of Development Economics. In view
pursuing
it is imperative that Prof. Yunus and his economics be an inte-
art of the syllabi of development economics in the Third
X crl‘;mg}trﬂﬂish“ Will the universities now
ma amil med, Final m masters student. Shahjalal

-moni-

tz. fueled my curiosity.
thesis to the study of the
focus on the Bank's success

with
ies. We are publis an
ning to note that the univer-

economic development,

take up the

general conclusions. Analysts

pursue black-and-white an-

swers obscuring the multi-
faceted nature of actual trends.
Notwithstanding such social at-
titudes, however, a review of all
available c¢vidence including
our own siudy at BIDS allow
one to draw the [ollowing min-
imum conclusions:

Over the last decade, poverty
has declined but very modestly
(around one percentage point
per year)

Notwithstanding such de-
cline, the aggregate levels of

overty remain alarmingly
igh at around half the popula-
tion

While the decline in aggre-
gate poverty levels have been
very modest, significant gains
have been made in reducing cer-
tain extreme manifestations of

verty such as Ecrcentag: of
amilies going without any food
in some months of the year, ac-
cess to minimum clothing and
access to minimum housin

While economic gains have

been limited, success has been
more pronounced in the sphere
of social change, in particular
in social attitudes, female edu-
cation and female mobility.
The above stylized facts on
recent poverty trends highlight

both the achievements of the
micro-credit initiatives as
wells as their limitations. The
micro-credit initiatives follow-
ing the Grameen model have
played a part in the two impor-
tant achievements of the past
decade, namely, closing certain
extreme facets of y on the
ohe hand and a transformation
of the social landscape on the
other. These have been no mean
achievements and they have
undoubtedly given a crucial re-
silience to the base of the econ-

omy.

zluwwcr, the same facts also
underscore the limits of the
Grameen model in terms of the
very modest rates of aggregate
poverty decline. Any notion of
microcredit as a comprehensive
answer to the problem of
poverty does not appear to be a
tennable one by the balance of
current evidence.

However, is the Yunus legacy
exhausted by the current empir-
ical achievements of the
Grameen model ? I think not.
There are at least four critical
areas in which the works of
Professor Yunus has posed
challenges for the development
discourse, challenges which
constitute potential grounds for
a wide-ranging re-thinking of

Thoughts

the text-books:

Challenging the undifferen-
tiated universal notion of the
economic agent (poor as a dis-
tinct category)

Re-thinking the role of en-
trepreneurship i.e. the 4th fac-
tor of production (the poor as
entrepreneurs)

Focussing on the critical
role of institutions within the
economy (banks do not serve

the poor
Putting the spotlight on the
role of ethics in economics (the

-emphasis on socially conscious

enterprises).

The above are important

challenges to the continuing

task of reconstructing the de-
velopment discourse in favour
of the poor. If these challenges
are taken up with the serious-
ness they deserve, it is possible
that new text-books may be
forthcoming someday. How-
ever, text-books are not the
only goal worth pursuing here.

The question ol practice re-
mains pre-eminent. The
remise on which Professor
Eunus plunged into the process
of social challenge carried a
reat deal of radical potential.
%‘hc Yunus legacy, as far as | can
see, continues to embrace these

radical potentials.

Can Grameen Bank Lend a Paradigm?

OME time After the World

War Il, a graduate student

of theoretical physics in
the United States went on to
teach a course on science to
non-scientists. It d him
to out-of-date theories of
science. This exposure
fundamentally changed his
view of science. Drawing on
psychulﬂﬁy. soclology, linguis-
tics, philosophy and particu-
larly a monograph of Ludwik
Fleck. Thomas Kuhn published
a slim but revolutionary book
called The Structure of Scien-
tific Revolution in 1962.

Since h;!hcn the 1:l:rrnf
paradigm emerged as one o
the most widely debated single
word in soclal sciences. Accord-
ing to Kuhn, a has two
basic characteristics. Firstly, it
emerges with a notable scien-
tific achievement — an exem-
plar grounded in the solution of
a slg}r]xtﬂcant mystery of nature
which supplies common values
and techniques for scientists to
work with. ondly, these val-
ues and practices are shared by
a community of practicing sci-
entists in a particular domain
of science, A paradigm allows
scientists to engage in routine
puzzle-solving activities-the

Praflice Sire oY \TiRe “theére

emmgca problems which the
aradigm fails to solve. When
hese anomalies gather and be-
come pressing, there occurs a
state of crisis. Scientists begin
to search for new Ideas signal-
ing a phase of extraordinary

‘science in which speculations

abound. The crisis leads to new
discoveries. A revolution takes
place in which an old world
view dissolves and a new

ad emerges. Kuhn com-
pares it with political revolu-
tion. A new para expands
through the practice of normal
sclence and is articulated

“mainly through text books.

Th::l'_lc a.r;g many who c{ljn not
agree that there are igms
in social sciences, Og:crrna have
argued that social sciences have

paradigms or, at least quasi-
paradigms. In each discipline
there may co-exist more than

one ;
neo-classical economics
is 'invisible’'. The post-
esian strategy of job cre-
ation has not really worked.
Conventional economics has

- failed to addreauthugxn'. %nctsl
eore

in ideological and
'discourses’ the poor have been

by S. Aminul Islam

represented as the other — Lhe
obverse of rational en-
trepreneur — whose poverty lies
deep 'inside his skin.".

Il:'l spite of some new ideas on
the horizon, the problem of
poverty has not led to a new
paradigm. At the same time
most poverty alleviation pro-

%ammes have not fared well el-
ther.
In the context of the eco-
nomic crisis of early 1970s,
when the golden path of growth
had suddenly disappeared and
the only idea of poverty allevia-
tion economics could offer was
‘growth with redistribution’, a
young economist left the world
of high theory to set up an odd
experiment in a village called
Jobra. The rest of the story has
been told and retold. From the
single village of Jobra the
Grameen Bank has spread over
more than half the villages of
Bangladesh reaching near
about 2 million of the wretched
among the wretched — the
women, The small savings of
the poor amounted to about
S$128 million in 1996. The re-
covery rate ug the Grameen
n
BE%E ?l%g%crtan Flnt hr.-n: is
that the Grameen Bank has not
resorted to any kind of r:ha.rit{.
It has char a very high rate
of interest. The experiment has
proved that the poor can be
trusted and they can pay back
even at a high interest rate.
More importantly, it has been
successful in creating micro-
solidarities in a society which
has been described as largely
atomistic or individualistic.
Though less documented, social
and political impacts of the
Grameen Bank may have been
quite substantial.

On the strength of the
Grameen Bank's performance,
microcredit can be viewed as an
exemplar of successful devel-
opmental intervention. It has
:‘Eangcd our accepted vision of

’

stone.

The topic for the next issue of Alternatives is
"Hazards of Paying Bills" Creative suggestions are
invited from our esteemed readers. Please send
your materials to: Dr. Imtiaz Ahmed, Executive
Director, Centre for Alternatives, Room No 431,
Lecture Theatre, Arts Building,
Dhaka-1000. Tel: 9661900-59, Ext. 4550; Fax:
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banking, risk-management,
ender, and the poor. The
rameen model as been

adopted by a large number of
development practitioners.
Thus it can claim the status of a
quasi-paradigm. It is not likely
to replace other paradigms PBut
it can stand on its own.

An 'emergin% paradigm onl
holds promise for the future.
quasi-paradigm can fail. Its
success will de upon its fur-
ther growth through routine
practice. It must be able to un-
dertake 'mopping up' operation
to reach the poorest of the pﬁor.
It may require a different kind
of puzzle solution — a closely
focused strategy.

The Grameen model faces
two other crucial challenges.
The first one is the proper insti-
tutionalization of charisma of
its architect, Professor Yunus.
Charisma must be blended with
effective organizational struc-
ture at the top. Poverty has
many la — many faces. But
a more challenging for the
Grameen is to develop a 'dis-
course' of :mrgncipiat on from

ts #
ment with the poor and from 1ts
focus on poverty.

Immanuel Wallerstein ar-
ues that it was the dominant
beral ideology =i the nine-

teenth century West which arti-
ficially divided social sciences
into separate and autonomous
domains. This division blocks
the intellectual development in
the social science like a wall of

The issue of can be a
solvent of disciplinary bound-
aries. Poverty may be the ap-
prnﬂrinte terrain from where
such a new paradigm of devel-
opment can emerge. Is the
Grameen Bank capable of
moving towards i:c broader vi-
sion —— a genu
dmlﬂpmcnﬁnd a world with-
out hunger and deprivation ?

The author is Professor of
Sociology, University
Dhaka. !

, Dhaka University,




