



[image: Cover]














[image: Book Title Page]

















Copyright



Copyright © 2017 by Muhammad Yunus.


Published by PublicAffairs™, an imprint of Perseus Books, LLC, a subsidiary of Hachette Book Group, Inc.


All rights reserved.


No part of this book may be reproduced in any manner whatsoever without written permission except in the case of brief quotations embodied in critical articles and reviews. For information, address PublicAffairs, 1290 Avenue of the Americas, New York, NY 10104.


The Hachette Speakers Bureau provides a wide range of authors for speaking events. To find out more, go to hachettespeakersbureau.com or call 866-376-6591.


Book Design by Amy Quinn


Library of Congress Cataloging-in-Publication Data


Names: Yunus, Muhammad, 1940- author. | Weber, Karl, 1953- author.


Title: A world of three zeros : the new economics of zero poverty, zero unemployment, and zero carbon emissions / Muhammad Yunus, with Karl Weber. Description: First edition. | New York : PublicAffairs, [2017] | Includes bibliographical references and index. Identifiers: LCCN 2017017988 | ISBN 9781610397575 (hardcover) Subjects: LCSH: Social responsibility of business. | Capitalism—Social aspects. | Economic development—Social aspects. | Sustainable development. | Equality—Economic aspects. Classification: LCC HD60 .Y863 2017 | DDC 330—dc23LC record available at https://lccn.loc.gov/2017017988


ISBNs: 978-1-61039-757-5 (HC); 978-1-61039-758-2 (EB); 978-1-5417-6792-8 (INTL)


First Edition:


E3-20170807-JV-NF














To the young generation, who will build a new civilization













PART
[image: image]
ONE



THE CHALLENGE















1



THE FAILURES OF CAPITALISM


I’VE DEVOTED MOST OF MY life to working for the poorest people, particularly the poorest women, trying to remove the hurdles they face in their efforts to improve their lives. Through the tool known as microcredit, Grameen Bank, which I launched in my home country of Bangladesh in 1976, makes capital available to poor villagers, especially women. Microcredit has since unleashed the entrepreneurial capabilities of over 300 million poor people around the world, helping to break the chains of poverty and exploitation that have enslaved them.


The impact of microcredit in enabling millions of people to lift themselves out of poverty helped to expose the shortcomings of a traditional banking system that denied its services to those who needed them most—the world’s poorest people. This is just one of many interrelated problems suffered by the poor: lack of institutional services, lack of clean drinking water and sanitary facilities, lack of health care, inadequate education, substandard housing, no access to energy, neglect in old age, and many more. And these problems are not restricted to the developing world. In my global travels, I’ve found that low-income people in the world’s richest nations are suffering from many of the same problems. In the words of Angus Deaton, a Nobel Prize–winning economist, “If you had to choose between living in a poor village in India and living in the Mississippi Delta or in a suburb of Milwaukee in a trailer park, I’m not sure who would have the better life.”1


THE RISING TIDE OF WEALTH CONCENTRATION


THE TROUBLES PLAGUING POOR PEOPLE throughout the world reflect an even broader economic and social problem—the problem of rising inequality caused by continuous wealth concentration.


Inequality has been a hot subject in politics for ages. Many powerful political and social movements and many ambitious initiatives have been launched in recent years that attempt to address this problem. Much blood has been shed over the issue. But the problem is as far from being solved as ever. In fact, plenty of evidence shows that, in recent decades, the problem of the ever-expanding gap in individual wealth has been getting worse. As the economy grows, so does the concentration of wealth. This trend has continued and even accelerated despite the positive effects of national and international development programs, income redistribution programs, and other efforts to alleviate the problems of low-income people. Microcredit and other programs have helped many lift themselves out of poverty, but at the same time the richest have continued to claim a greater share of the world’s wealth.


The trend toward ever-increasing wealth concentration is dangerous because it threatens human progress, social cohesion, human rights, and democracy. A world in which wealth is concentrated in a few hands is also a world in which political power is controlled by a few and used by them for their own benefit.


As wealth concentration increases within countries, it also increases between nations. So even as millions of poor people work to lift themselves out of poverty, the bulk of the world’s wealth continues to be concentrated in half a dozen countries.


As the wealth gap and the power gap grow, mistrust, resentment, and anger inevitably deepen, pushing the world toward social upheaval and increasing the likelihood of armed conflicts among nations.


Oxfam is an international confederation of eighteen nonprofit organizations that are focused on the alleviation of global poverty. Experts at Oxfam have been studying the problem of increasing wealth concentration. The data they have uncovered are truly horrifying.


In 2010, Oxfam reported that the world’s richest 388 people owned more wealth than the entire bottom half of the world population—a group that included an estimated 3.3 billion human beings. At the time, this was considered a startling statistic, and it was reported as such around the world. But in the years since then, the problem has grown much worse. In January 2017, Oxfam announced that the ultraprivileged group that owns wealth exceeding that of the bottom half of the world’s population has shrunk to just eight people—even as the number of people in the bottom half has grown to about 3.6 billion.2 Newspapers published the pictures of these eight people. They are well-known, well-respected people—American business leaders like Bill Gates, Warren Buffett, and Jeff Bezos, as well as a few from other countries, such as Amancio Ortega of Spain and Carlos Slim Helú of Mexico.


This information is so unbelievable that it takes time to absorb. We feel like asking many more questions. What happens to the social fabric in a country where a handful of people control the bulk of the national wealth? When we get to the point where one person controls a huge portion of a country’s wealth, what is to prevent that person from imposing his will on the nation? Implicitly or explicitly, his wishes will become the law of the land.


It could easily happen in a low-income country like Bangladesh. But we now realize it can also happen in a wealthy country like the United States. In his 2016 presidential campaign, Senator Bernie Sanders frequently pointed out that the richest 0.1 percent of Americans own as much wealth as the bottom 90 percent—a claim supported by solid research data from sources like the nonpartisan National Bureau of Economic Research.3 He also pointed out that the Walton family of Walmart has more wealth than the bottom 40 percent of the US population—another claim that research by unbiased fact-checkers has supported.4


It is dangerous for a country to allow so much wealth and power to be concentrated in a few hands. Perhaps it’s not surprising that the US presidential race ended with the election of a man with practically no credentials as a national leader other than his vast personal wealth.


HOW CAPITALISM BREEDS INEQUALITY


MANY SPECIFIC FEATURES OF TODAY’S financial and political landscape have contributed to the problem of wealth concentration. But the basic reality is that wealth concentration is an all-but-inevitable, nonstop process under the present economic system. Contrary to one popular belief, the richest people are not necessarily evil manipulators who have rigged the system through bribery or corruption. In reality, the current capitalist system works on their behalf. Wealth acts like a magnet. The biggest magnet naturally draws smaller magnets toward it. That’s how the present economic system is built. And most people give this system their tacit support. People envy the very rich, but they usually don’t attack them. Young children are encouraged to try to become wealthy themselves when they grow up.


By contrast, poor people—people with no magnet—find it difficult to attract anything to them. If they somehow manage to acquire a tiny magnet of their own, retaining it is difficult. The bigger magnets exert an almost irresistible attraction. Unidirectional forces of concentration keep changing the shape of the wealth graph, making it a wall rising to the sky at the highest percentile of the wealth scale while the columns for the rest of the population barely rise above the ground.


Such a structure is unsustainable. Socially and politically, it is a ticking time bomb, waiting to destroy everything we have created over the years. Yet this is the frightening reality that has taken shape around us while we were busy with our daily lives, ignoring the writing on the wall.


This is not what the promoters of the traditional vision of capitalism taught us to expect. Since the appearance of modern capitalism some 250 years ago, the concept of the free market as a natural regulator of wealth has come to be widely accepted. Many of us have been taught that an “invisible hand” ensures competition in the economy, contributing to equilibrium in the markets and generating social benefits that are automatically shared by everyone. Free markets dedicated solely to profit are supposed to produce improved living standards for all.


Capitalism has indeed stimulated innovation and economic growth. But in a world of skyrocketing inequality, more and more people are asking, “Does the invisible hand produce its benefits for everybody in the society?” The answer seems obvious. Somehow the invisible hand must be heavily biased toward the richest—otherwise, how could today’s enormous wealth concentration continue to grow?


Many of us were raised to believe in the slogan “Economic growth is a rising tide that lifts all boats.” The saying ignores the plight of the millions who are clinging to leaky rafts—or who have no boats at all.


In his best-selling book Capital in the Twenty-First Century (Harvard University Press, 2014), economist Thomas Piketty provided an exhaustive analysis of the tendency of contemporary capitalism to increase economic inequality. His diagnosis of the problem stimulated debate around the world. Piketty was fundamentally correct about the nature of the problem. But his proposed solution, which relies mainly on the use of progressive taxation to remedy income imbalances, was not equal to the task.


A more fundamental change in the way we think about economics is necessary. It’s time to admit that the neoclassical vision of capitalism offers no solution to the economic problems we face. It has produced amazing technological advances and huge accumulations of wealth but at the cost of creating massive inequality and the terrible human problems that inequality fosters. We need to abandon our unquestioning faith in the power of personal-profit-centered markets to solve all problems and confess that the problems of inequality are not going to be solved by the natural workings of the economy as it is currently structured. Rather, the problems will become more and more acute very fast.


This is not just a problem that affects the “losers” in the game of capitalist competition—who in fact are the overwhelming majority of the world’s population. It impacts the national and global social and political environment, economic progress, and quality of life for all of us—including those in the wealthy minority.


The rise of inequality has led to social unrest, political polarization, and growing tensions among groups. It underlay phenomena as varied as the Occupy movement, the Tea Party, and the Arab Spring; the passage of Brexit in the United Kingdom; the election of Donald Trump; and the rise of right-wing nationalism, racism, and hate groups in Europe and the United States. People who feel disinherited and left without prospects for the future have become increasingly disenchanted and angry. Our world has become sharply divided between the haves and the have-nots—two groups with little in common except a mutual sense of distrust, fear, and hostility. This distrust will only become more pronounced as information and communication technologies continue to spread among the bottommost segment of the population, making them even more aware of how unfairly the cards have been stacked against them.


This is not a comfortable situation for anyone, including those who are on top of the social heap at any given time. Do the wealthy and powerful enjoy life behind the bars of gated communities, hiding from the realities of existence as the 99 percent experience it? Do they like having to avert their eyes from the homeless and hungry people they pass on the street? Do they enjoy using the tools of the state—including its police powers and other forms of coercion—to suppress the inevitable protests mounted by those on the bottom? Do they really want their own children and grandchildren to inherit this kind of world?


I think that for most wealthy people, the answer is no.


I don’t think rich people became rich because they are bad people. Many of them are good people who simply made use of the existing economic system to reach the top of the ladder. And many of them share the widespread feeling of uneasiness over living in a world that is sharply divided between rich and poor.


One piece of evidence is the large sums of money that people donate to charitable causes, either in the form of individual gifts to nonprofit organizations or through philanthropic foundations. People give away hundreds of billions of dollars to charities every year. Even most corporations, while their leaders may pay allegiance to the doctrine that profit maximization is the only valid function of business, siphon off a percentage of their profits to community service projects and charitable gifts in the name of “social responsibility.”


Furthermore, practically every society dedicates a significant portion of its tax revenues to welfare programs that fund health care, food assistance, housing aid, and other forms of giving to improve the lot of the poorest among us. These efforts are often inadequate and poorly designed. But their very existence reflects the fact that most members of society feel a genuine obligation to do something to reduce the extreme inequality that leaves so many millions without the resources necessary for a secure and fulfilling life.


Charity and welfare programs are well-intended efforts to lessen the damage done by the capitalist system. But a real solution requires a change in the system itself.



CAPITALIST MAN VERSUS REAL MAN



THE SYSTEMIC PROBLEM STARTS WITH the assumptions we make about human nature. Indifference to other human beings is deeply embedded in the current conceptual framework of economics. The neoclassical theory of economics is based on the belief that a human being is basically a personal-gain-seeking being. It assumes that maximizing personal profit is the core of economic rationality. This assumption encourages a form of behavior toward other human beings that deserves to be described by far harsher words than mere “indifference”—words like greed, exploitation, and selfishness. According to many economic thinkers, selfishness is not even a problem; it is, in fact, the highest virtue of Capitalist Man.


I for one would not like to live in a world where selfishness is the highest virtue. But the deeper problem with economic theory is that it is so sharply divorced from reality. Thankfully, in the real world, almost no one behaves with the absolute selfishness that is supposed to govern Capitalist Man.


And while we are discussing Capitalist Man, we may ask whether this expression is also supposed to refer to Capitalist Woman. Are they the same? Does Capitalist Man stand for Capitalist Woman? Or should we create a Real Person to represent both?


The Real Person is a composite of many qualities. He or she enjoys and cherishes relationships with other human beings. Real People are sometimes selfish, but just as often they are caring, trusting, and selfless. They work not only to make money for themselves but also to benefit others; to enhance society; to protect the environment; and to help bring more joy, beauty, and love into the world.


Plenty of evidence proves the existence of these altruistic drives. If they did not exist, no one would take on the difficult jobs that make our world a better place. The fact that millions of people around the world choose to be schoolteachers, social workers, nurses, and firefighters when other opportunities for making a comfortable living are available to them proves that selfishness is not a universal value. The fact that millions of other people work to help others in their communities as social activists, nonprofit workers, volunteers, counselors, and mentors offers further evidence.


Even in the world of business, where you might assume that Capitalist Man reigns supreme, the virtues of selflessness and trust play a vital role. A clear example is that of Grameen Bank in Bangladesh. The entire bank is built on trust. No collateral is requested, no legal documents are demanded, no proof of “creditworthiness” is required. Most of the borrowers are illiterate and have no assets; many have never even handled money before. They are women who once had no place in the financial system. The idea of lending money to them to start their own businesses was considered crazy by conventional bankers and economists.


In fact, the entire system of Grameen Bank was regarded as impossible.


Yet today, Grameen Bank lends out over US$2.5 billion a year to 9 million poor women on the basis of trust only. It enjoys a repayment rate (as of 2016) of 98.96 percent. And microcredit banks that run on the same principles are operating successfully in many other countries, including the United States. For example, Grameen America has nineteen branches in twelve US cities with 86,000 borrowers, all women, who receive business startup loans averaging around US$1,000. As of 2017, the loans disbursed by Grameen America total over US$600 million, and the repayment rate is over 99 percent.


If human beings truly fit the mold of Capitalist Man, the borrowers from these trust-based banks would simply default on their loans and keep the money. As a result, Grameen Bank would quickly cease to exist. Its long-term success demonstrates the fact that Real Man is a very different—and much better—creature than Capitalist Man.


Nonetheless, many economists, business leaders, and government experts continue to think and act as if Capitalist Man is real, and as if selfishness is the only motivation behind human behavior. As a result, they perpetuate economic, social, and political systems that encourage selfishness and make it more difficult for people to practice the selfless, trusting behaviors millions of them instinctively prefer.


Consider, for example, the measurement systems we have created to gauge economic growth. Gross domestic product (GDP) measures the monetary value of all the finished goods and services produced within a country’s borders in a specific time period. GDP is carefully measured by government agencies and widely reported in the news media. It is often treated as a measurement of the success of a country’s economic system. Governments have even fallen as a result of perceived shortfalls in GDP growth.


Yet human society is an integrated whole. It consists of much more than the economic activity measured by GDP. Its success or failure should be measured in a consolidated way, not purely on the basis of an aggregate of narrowly selected economic information about individual performance.


GDP does not and cannot tell the whole story. Activities that do not require money changing hands are not counted as part of GDP—which means that, in effect, many of the things real human beings cherish most are treated as having no value. By contrast, money spent on weapons of war and other activities that harm people’s health or despoil the environment are counted as part of GDP, despite the fact that they produce suffering and contribute nothing to human happiness.


GDP may accurately measure the selfish behavior of Capitalist Man. But it does not capture the success of Real Man. We need some new form of measurement to do that. Perhaps we should explore ways to calculate a new measurement of GDP that “nets out” the harms done to human beings. This will be a GDP minus behaviors that harm human beings and prevent them from fulfilling their potential—poverty, unemployment, illiteracy, crime, violence, racism, oppression of women, and so on. Obviously there will be challenges in accurately defining and measuring this new “net GDP,” but we shouldn’t abandon the idea just because it is difficult. Why settle for a measurement that is easy to calculate but leads the world to an inaccurate assessment of its economic health?5


Misleading measurement systems are just one symptom of the problems caused by our flawed economic thinking. Another is our failure to channel technological and social changes so they benefit all people rather than a chosen few. The last half century has seen a dramatic expansion of global trade and economic integration, thanks to improvements in transportation, communication, and information technology, as well as the gradual reduction of political and social barriers. This new era of globalization should have led to the creation of a global human family enjoying greater closeness, harmony, and friendship than ever before. But in practice, globalization has also generated enormous tension and hostility. It is placing people and nations in a confrontational posture, each striving to enhance its own selfish interests. The zero-sum assumptions built into our economic theory encourage people to look for ways to become “winners” in the economic battle—which requires turning everyone else into “losers.” One result has been an alarming rise in nationalism, xenophobia, mistrust, and fear.


So we live with a philosophical paradox. Many economic theorists, journalists and pundits, and political leaders continue to proclaim that free-market capitalism is a perfect mechanism that only needs to be fully unleashed to solve all of humanity’s problems. Yet at the same time our society tacitly confesses the shortcomings of the free market and channels billions of dollars every year toward remedial efforts. Unfortunately, these efforts are largely ineffective—as the continued concentration of wealth in a few hands and its painful effects on all of us makes clear.


A new way of thinking is needed.


A REDESIGNED ECONOMIC ENGINE


DEEP IN OUR HEARTS, WE all recognize that the old dreams of the economic theorists have been exposed as fairy tales. The existing capitalist engine is producing more damage than solutions. It needs to be redesigned, piece by piece—or replaced by an entirely new engine.


My experience with Grameen Bank has helped me to imagine what such a redesigned engine might look like. I launched the bank without having any ambitious goals; I simply wanted to make life a little better for poor women in the villages of my home country. But over the past decades I have increasingly found myself engaged in redesigning the economic engine and trying out the new model in the real world. I’ve been very happy to see how effectively it addresses the problems created by the old engine.


The redesigned economic engine has three basic elements. First, we need to embrace the concept of social business—a new form of enterprise based on the human virtue of selflessness. Second, we need to replace the assumption that human beings are job seekers with the new assumption that human beings are entrepreneurs. Third, we need to redesign the entire financial system to make it work efficiently for the people at the bottom of the economic ladder.


Thousands of people in countries around the world have joined the effort to build a new version of capitalism. Hundreds of social businesses have been established around the world, in addition to the ones I have created in Bangladesh since Grameen Bank, to address the problems that traditional capitalism has created.


In the chapters that follow, I’ll describe these experiences and the lessons they offer about the enormous potential of fresh economic thinking to transform human society. If we are willing to reconsider the assumptions underlying neoclassical economics, we can develop a new economic system designed to truly serve the needs of real human beings, creating a world in which everyone has the opportunity to fulfill his or her creative potential.
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CREATING A NEW CIVILIZATION: THE COUNTERECONOMICS OF SOCIAL BUSINESS


WE’VE SEEN THAT THE PROBLEM of wealth concentration has continued to grow worse in recent years, even as awareness of the problem has expanded and deepened. Ordinary people in one country after another have risen up in anger against the unfairness of the current economic system. Some politicians have seized upon the issue to attract votes and, unfortunately, to stoke feelings of resentment and hostility against scapegoat groups like immigrants and minorities. Yet the trend toward greater wealth concentration has continued unchecked. Can it be stopped? Or is it an inevitable by-product of any free market system?


My firm answer is, yes, it can be done. There is no reason to blame the free market. The blame should go to something beyond that—to the way we have interpreted human nature in capitalist theory. There lies the root cause. We restrict the types of players who can play in the free market. Today we allow only selfishness-driven players into the market. If we allow selflessness-driven players into the market as well, the situation changes completely.


Old ways of addressing inequality, through charitable efforts and government programs, cannot solve the problem. People can solve it through actions that break away from the traditional capitalist mind-set. All they have to do is to express their willingness to participate in creating selflessness-driven businesses—that is, social businesses appropriate to their own capacity to solve human problems.


That simple action changes the whole world. If millions of people of every economic status take the lead in solving human problems, we can slow down and ultimately reverse the whole process of wealth concentration. This will encourage companies to bring their experience and technology to bear in creating powerful social business. Governments will create the right kind of policy packages to facilitate these initiatives from people and businesses. As a result, the momentum for change will become unstoppable.


THE PARIS AGREEMENT—A VICTORY FOR THE PEOPLE


LET ME DRAW A COMPARISON to another dire global problem, one that is closely related to the problem of rising wealth concentration—the problem of climate change.


People around the world have been increasingly becoming aware of the dangers posed by human-driven climate change—just as they are aware of the problem of growing wealth concentration. Yet the trend toward worsening climate conditions has continued.


In recent years, our planet has experienced month after month marked by the hottest temperatures on record. Arctic sea ice has reached record low levels; ocean levels continue to rise; extreme weather conditions are becoming more common. All these changes have happened relatively quietly, without drawing the attention they deserve.


Many climate activists have been trying their best to attract the focus of the people and the policy makers to this problem through public demonstrations and communications through the news media. So have the overwhelming majority of scientists who have studied the issue. They’ve been telling the world that if we don’t take heed of such troubling milestones, before long we will reach the point of no return—a tipping point at which “positive feedback” caused by natural systems will make it almost impossible to reverse the dire, destructive trend.1 Common people, particularly young people, around the world have been campaigning for years to make their governments recognize this global peril and take actions to stop it.


Finally, in 2015, after forty years of effort, those actions began to happen.


At the 2015 Paris Climate Conference, also known as COP21, representatives from around the world agreed for the first time on a practical framework to limit and reduce the production of greenhouse gases that are driving global climate change. Adopted by consensus on December 12, 2015, the Paris Agreement has now been signed by 195 nations that are members of the United Nations Framework Convention on Climate Change (UNFCCC).


I was thrilled and inspired by the outcome of COP21. After forty years of battles between believers in climate change and nonbelievers, the believers finally won. Dedicated scientists and activists persuaded people everywhere that the world is in real danger and that we must act collectively to avert it. As a result, nations big and small, rich and poor, signed on to a legally binding agreement with the potential to protect our planet from impending climate disaster.


Political leaders from many countries played an important role in this victory. But more important, I see Paris as a victory of the people, led by the committed activists who never gave up campaigning for their cause.


Normally we look to governments to mobilize public opinion behind their decisions. In the case of global warming, it was the reverse. It was the citizens of the world who mobilized their governments. Thousands of activists fought an uphill battle to convince politicians, business leaders, and their fellow citizens that climate change was real and serious, yet also preventable. Millions who started on the sidelines gradually became activists themselves. They voted for political candidates who supported climate action. Political parties with green platforms began winning elections, both locally and nationally. Even during the Paris conference itself, hundreds of thousands of people marched at events in countries around the world, united in calling for a clean-energy future to save everything they love.2 Actions like these helped put pressure on the politicians to set aside their differences and act in service to the common good.


The problem of climate change is far from solved. There are still powerful efforts of resistance launched by fossil-fuel companies and others who oppose change for purely selfish reasons. In the United States, the election of Donald Trump, who announced plans to withdraw the US from the Paris Agreement, shows that the battle against willful ignorance continues. But momentum finally appears to be on the right side.


COP21 made me hopeful that a citizens’ movement can make the world ready to overcome another impending disaster. Climate change and wealth concentration both pose serious dangers to the future of human society. One poses a physical threat against the natural systems that make life on this planet livable; the other poses a social, political, and economic threat against the right of all people to live in dignity, freedom, and peace, pursuing goals that are higher than mere survival. These two problems have their inner links, too, as highlighted by the Trump election victory. Anger on the part of people who feel victimized by the economic system helped lead to Trump’s election—which now threatens the future of the Paris Agreement.


If the collective efforts of citizens from all sections of society, led by a committed group of scientists and activists, can change public opinion about climate change and force action by political leaders, I believe that we can follow the same road map to galvanize the forces needed to protect humanity from the danger of ever-intensifying wealth concentration.


Extreme wealth concentration is not an unalterable fate that humankind was born with. Since it is our own creation, we can solve it through our own efforts. Our collective blocked mind prevents us from seeing the forces that are pushing us toward the inevitable social explosion. Our efforts should be directed toward unblocking our minds. We must challenge the existing paradigms that led the world into this problem.


Most attempts to reduce the problem of wealth concentration focus on income redistribution, taking from the top through progressive taxation and giving to the bottom through various transfer payment programs.


Unfortunately, it’s almost impossible for a democratic government to achieve any significant success through a redistribution program. The wealthiest people from whom the government is supposed to collect heavy taxes are politically very powerful. They use their disproportionate influence to restrain the government from taking any meaningful step against their interest.


The real solution is to address the cause, not the effect. We need to redesign the economic framework of our society by moving from a system driven purely by personal interest to a system in which both personal and collective interests are recognized, promoted, and celebrated.


GRAMEEN BANK: RETHINKING THE FINANCIAL SYSTEM


THE IDEA OF REDESIGNING OUR economic framework in order to build a more egalitarian society may sound impossible. But I know it is possible because I can see it happening.


My experience with the development of new economic framework begins with Grameen Bank. And Grameen Bank came into existence after circumstances pushed me into doing things that I knew nothing about. It is a story that I have told before, in my books Banker to the Poor (1999) and Creating a World Without Poverty (2007). But because you may not have read those books, and because the story is directly relevant to the message of economic reinvention I am presenting, let me now briefly summarize the story of how Grameen Bank came to be.


The terrible famine that struck Bangladesh in 1974 motivated me and many others to try to do something about the poverty that was causing so much suffering in the country. My efforts to grow irrigated crops in the village of Jobra near where I was teaching economics introduced me to the poor people who lived there and the impact on them of the money-lending operation in the village. I soon realized that the moneylenders who imposed extremely harsh conditions on borrowers were holding the poor villagers in a condition not far removed from slavery. To help the villagers, I started lending them money from my own pocket. This was the beginning of a journey that led to the creation of Grameen Bank.


Since I had no experience in or knowledge of banking, I had to look to the conventional banks to learn how they worked. But because their methods had failed to serve the poor people of Jobra, I couldn’t simply imitate them. Instead, each time I learned how the conventional banks did things, I did the reverse. As a result, the institution I created turned out to be the antithesis of a conventional bank.


Conventional banks like to operate in the big cities where businesses and rich people locate their offices. Grameen Bank works exclusively in the villages of Bangladesh. (In fact, the name Grameen Bank simply means “Village Bank” in the Bangla language.)


Conventional banks are owned and managed by rich people. Grameen Bank is mostly owned by the poor women who are its customers; poor women make up its board and decide its policies.


Conventional banks, particularly in Bangladesh, serve mostly men. Grameen Bank focuses on women, empowering them to become entrepreneurs and to lift their families out of poverty.


Conventional banks believe that the poor are not creditworthy. Grameen Bank established for the first time in history the fact that poor people, especially poor women, are highly creditworthy and in fact can be trusted to repay their loans at a higher rate than most rich borrowers.


Conventional banks lend on the basis of collateral (property offered by a borrower to guarantee loan repayment) and strict legal agreements drafted by lawyers. Grameen Bank is both collateral-free and lawyer-free. We have developed a banking system based completely on trust.


The banking system developed by Grameen Bank, known as microfinance, has gradually spread to countries around the world, mainly through the work of nonprofit, nongovernmental organizations (NGOs). Microfinance has become so successful that, in recent years, major development organizations like the World Bank, the International Monetary Fund (IMF), and the United Nations have taken an interest in promoting more inclusive financial programs. They’ve come—grudgingly—to accept our contention that poor people can and should be included in the financial system.


Unfortunately, current efforts to increase the inclusiveness of the banking system consist mainly of programs that encourage conventional banks to provide limited, often high-cost financial services to the poor. The failure of these efforts shows that true inclusiveness in banking can’t be achieved through today’s conventional financial institutions. These financial institutions are built on principles and modes of operation that exclude almost half of the world’s population.


Rich people’s banks are not designed to serve the nonrich. They may make some token gestures in that direction under pressure from above, but these won’t constitute even 1 percent of their business. The unbanked of the world need access to real banking, not a handful of tiny programs undertaken mainly as public relations ploys.


My work with microcredit led me to question the very basics of the banking system. I discovered that real human beings are much bigger than the human beings assumed in the classical economic theory on which today’s banking system is based. Grameen Bank’s microfinance idea flourished globally because NGOs took it up. But NGOs are not equipped with the appropriate legal powers for filling the economic vacuum left by existing financial institutions. An empty space is waiting for a set of specially designed financial institutions that can provide the unbanked with all types of financial services designed exclusively for them, rather than offering them microsized loans through conventional institutions, which do little to solve the underlying problem.


Existing financial institutions are the conduit through which wealth concentration occurs and gathers momentum. They will continue to make the problem of wealth concentration worse in the future. If we are serious about wanting to slow the trend of wealth concentration, we need to do two things about the financial system. First, we need to redesign the current banking system so that it ceases to act as the facilitating vehicle for wealth concentration. Second, we need to build a new set of financial institutions to deliver financial services to the poor. Grameen Bank—owned mostly by poor people and designed specifically to serve their needs and their interests—is a model for this new banking system.


My work with poor women through Grameen Bank turned out to be my first step in a journey of discovery that led to deeper insights about our entire economic system. Since the establishment of Grameen Bank, I have created many other initiatives designed to broaden the system and make it more accessible to all.


SOCIAL BUSINESS AND THE FIRST STEPS TOWARD A NEW ECONOMIC FRAMEWORK


WORKING TO PROVIDE BANKING TO the poor led me to discover many other problems of the poor. I tried to address these problems one by one. I always tried to solve each problem by creating a new business. This approach made sense to me because businesses are naturally organized to achieve concrete goals—to provide goods or services that people need, want, and will pay for. People who launch businesses and those who work for them usually have a clear sense of what they are trying to accomplish. This was the spirit that I tried to incorporate in my efforts to address people’s problems.


Over time, starting businesses became a habit with me. Every time I confronted a problem, I created a business to solve it. Soon I had created many companies and company-like independent projects, providing goods and services for poor people that included housing, sanitary facilities, affordable health care, renewable energy, improved nutrition, clean drinking water, nursing education, and many more.


When I started creating these businesses, I had no grand vision in mind. I was simply trying to address the most serious problems of the poor people I was serving. But over time, the businesses I launched gradually started displaying some common features. They were created as self-sustaining businesses, generating revenues through the sale of goods and services. I had to do it this way because otherwise the businesses would soon run out of money and cease being of use to anyone. However, although the businesses generated more money than they spent, I made sure that no one was allowed to take any personal profit out of them. After all, my goal was to help the poor, not to enrich business owners. So the investors who provided capital to launch the businesses were able to get back their initial investments, but nothing more. After the invested amount was paid back to the investor, any profit earned by the companies was plowed back into the companies for improvement and expansion, so that more poor people could benefit.


Eventually I realized that my experiments had led to the creation of a new type of business. I called it social business. I defined a social business as “a nondividend company dedicated to solving human problems.” It was a concept that arose not from theorizing or speculation but from my practical experience working with villagers to solve tough social problems in one of the poorest countries on Earth at that time.


I was amazed by the results. I found it surprisingly easy to solve a human problem by creating an organization designed as a business with the sole mission of providing a human benefit to those in need.


At first, I wondered why no one before me had come up with the concept of social business. Why had the world left the challenge of solving social problems to governments and charities alone? The answer lay in economic theory, which gave businesses one and only one mandate: to generate profits and individual wealth. I found that the same tool can be used for a completely different purpose—namely, to solve human problems. I found it extremely powerful in getting the job done. Suddenly all the creative power of business could be marshaled behind the cause of making the world a better place.


On a more fundamental level, the blind spot in economic theory can be traced to a blind spot in the assumptions it makes about human nature. A businessperson is supposed to be driven solely by self-interest. As the saying goes, “Business is business.” Profit and profit alone is its purpose, and this is supposed to suffice to satisfy the wishes of any business owner.


But human beings are not moneymaking robots. They are multidimensional beings with both selfishness and selflessness. When I create a social business, I am allowing the selfless side of my personality to be expressed through business. Traditional economic thinking considers this impossible; it says that selflessness cannot be part of the business world and is only to be expressed in the world of charity. But why? Why shouldn’t the business world be an unbiased playground offering scope for both selfishness and selflessness? Why shouldn’t economics textbooks introduce two types of businesses to students—traditional self-interest-driven businesses and selflessness-driven social businesses? Let the young people themselves decide which they would prefer to pursue—or perhaps a bit of both, at different times in their lives or even at the same time.


In the decades since I began talking about social business, the concept has gone from being an obscure idea exemplified by just a handful of companies in Bangladesh into a worldwide movement, with advocates and practitioners in many countries all over the planet. Universities are opening social business centers where the idea is being studied, developed, and taught. Multinational corporations are coming forward to set up social businesses as independent companies. Thousands of young people are getting attracted to the idea and are launching entrepreneurial social business ventures to tackle social problems in their own communities.


To encourage these developments, my colleagues in the social business movement and I have created funds that provide seed money to help would-be entrepreneurs turn their dreams into realities. When young people come up with smart social business ideas, we invest in their companies, provide expert coaching and guidance, and help them achieve financial independence. Once they are successful, they buy back our investment shares without giving the investors any profit. The money is then freed up to help launch another social business, and then another and another.


We have also been creating social business funds to finance unemployed young people to become personal-profit-making entrepreneurs—job creators rather than job seekers. Existing conventional banks and financial institutions aren’t designed to fill this need; they have no interest in getting involved with unemployed young people who have no collateral and no credit history. That’s why special funds are needed for this purpose. Now many young people are coming forward to set up their conventional businesses in partnership with our funds. Out of this partnership, the social business funds get back their investment money, with no interest and no profit, plus a fixed transfer fee to cover their costs of administration. We’ve found that social business funds that finance entrepreneurship can be a powerful tool for lifting individuals, families, and entire communities out of poverty.


To participate in the Nobin Udyokta (New Entrepreneurs) program that we created in Bangladesh—most often referred to, simply, as the Nobin program—all that a young person must do is come up with a business idea. Once the business plan is approved, the person gets the money to set up his or her personal-profit-making company. Participants don’t have to create a social business (although they can if they wish). From our side, we create our social business entrepreneurship funds as social businesses. They are financially self-sustaining and their profit does not get passed on to any owner or investor, except for paying back the original investment they made.


Now our social business funds are approving an average of one thousand business proposals per month. Imagine—a thousand unemployed rural youth becoming entrepreneurs every month! And during 2017, we expect the numbers to roughly double, to almost two thousand per month.


I’ll explain more about the workings of the New Entrepreneurs program later in this book. For now, let me emphasize that its success is a natural outgrowth of one of the most important discoveries we made through running Grameen Bank—the discovery that everybody has built-in capacity to be an entrepreneur.


The DNA of entrepreneurship is common to all human beings. We began life on this planet as independent hunters and gatherers, seeking our own livelihood from the resources provided so abundantly in the world around us. The ability to find a way to support oneself remains latent, even today, in every individual.


Supporting entrepreneurship is the basic way of overcoming one of the fatal flaws in the mainstream economic model—the forced dependence on jobs, government or corporate, and the assumption that, as job creators, governments and corporations are the only drivers of economic growth. I see no reason why young people in the developed world cannot become entrepreneurs in the same way as young people in Bangladesh. The key is to create financing institutions that will support their startups in an accessible, friendly way.


THE COUNTERECONOMICS OF ENTREPRENEURSHIP


LOOKING AT THE GROWTH AND spread of social business so far, we can see the emergence of an alternative to the traditional, incomplete system of economics that has dominated the worldview of most people in recent history. Once we replace two basic assumptions of mainstream economic thinking with the new realities revealed by social business, a new, more complete, accurate, and effective countereconomics emerges.


First, we need to replace the assumption that people are by nature selfish—and that, therefore, selfishness is the core driving force behind all economic progress—with the new assumption that people are both selfish and selfless, and that both motivations can be applied to economic activity.


Second, we need to replace the assumption that nearly all people are born to spend their lives working for other people with the new assumption that all people are born entrepreneurs, packed with unlimited creative capabilities.


Once these shifts in thinking are made, we can appreciate the power of new economic thinking in addressing the problems created by the existing economic framework. We can employ social business to tackle ancient maladies like poverty, hunger, disease, environmental degradation, and many more. In addition, we can also create opportunities for millions of unemployed young people to put their wasted talents to appropriate use by treating them as entrepreneurs.


Social business is about using creativity to solve human problems in a sustainable way. Just as microfinance started out in Bangladesh and led the way for the world to get used to the idea of trust-based banking, our New Entrepreneurs program for unemployed youth will also pave a new path for positive change in the rest of the world.


No matter where they live, young unemployed people are primarily looking for a basic income to support themselves. But they also have a suppressed hunger for finding meaning in their lives. Fortunately, the current generation of young people is in a unique position to succeed in the quest for meaning once they feel relieved from the search for a basic livelihood. They are a generation that was born with amazing technologies in their hands. Thanks to the incredible economics of high technology, even young people in the rural villages of Asia, Africa, and South America can get access to the unprecedented computing power of smart phones and other mobile devices. This has made them potentially the most powerful generation in human history. They grew up knowing that touch screens, remote controls, and mobile apps can empower them to do anything they want. They may not realize the full dimensions of the power that they possess, but they sense that they have the potential to make all impossibles possible.


Today’s rising generation—hundreds of millions of young people in cities, towns, suburbs, and villages around the world, from Bangladesh to Brazil, Albania to Haiti, India to Ireland, Japan to the United States—has the talent, energy, intelligence, idealism, and generosity to transform the world. These young people are capable of creating a new civilization that has escaped from the shadows of poverty, unemployment, and environmental degradation. Now we need to create the new economic system that will unlock their powers and allow them to realize their potential. In the remaining chapters of this book, I’ll explain what this new economic system could look like, and I’ll describe some of the hopeful signs that this system is already beginning to take shape.
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