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Assessment 1 (Coursework 50% (2000 words))

You should select an entrepreneur that is relevant to your own context – this may be yourself, someone within your organisation or someone who has had an impact on your region.  You will need to undertake some background research to provide a critical account of the factors that have motivated him or her to become an entrepreneur.

Within your work you should draw from relevant theory on entrepreneurial motivation, taking account of economic, psychological and social factors.  It is essential that you draw on a range of sources that you have engaged with in your activities, sources that you and others have identified during the weeks and crucially contributions that you have made in forum postings when developing the discussion with others.  These should also be appropriately referenced.



1. Introduction
Muhummad Yunus is an extremely successful social entrepreneur, given the positive local, national, and international impacts that his Grameen Bank and microcredit have had for poverty alleviation. Interestingly, Yunus’ success exemplifies traits of a number of major theories and motivations associated with entrepreneurial activity. For the former, this includes Risk Theory, Dynamic Theory, Traits School, Behavioural School, and Schumpter’s ‘creative destruction’, while the latter encompasses traits which, for the purposes of this paper, will be divided into two categories: personal and environmental motivators.[footnoteRef:1] This paper will first provide a background of the main factors leading Yunus to become a social entrepreneur and found Grameen Bank. Second, it will connect Yunus’ activities to entrepreneurial motivations and theories, as well as consider arguments against claims set forth.  [1:  The term used for this category, environmental factors, is used as a means to describe the external forces outside of Yunus’ control, such as economic, social, psychological, political and other factors, which, in fact, acted as motivators for Yunus.] 


2. Background: Muhummad Yunus and the Grameen Bank
Yunus completed his Ph.D. and returned home in 1972 as an economics Professor at Chittagong University, in a newly-independent Bangladesh. By 1974, however, the country encountered a severe famine.[footnoteRef:2] As described by Yunus: [2:  Floods between June and August caused the Bangladesh famine of 1974, severely disrupting agricultural activity, especially rice transplantation. This resulted in unemployment amongst rural laborers who, in addition to already depending heavily on hand-to-mouth survival, were left without work and wages, which meant they could not buy food and, thus, fell victim to starvation (Sen 1993). The total death toll, still a matter of debate, has been estimated between 30,000 – 100,000 (Del Ninno et al. 2001, p. 37). ] 

Faced with death and starvation outside my classroom, I began to question the very economic theories I was teaching. I started feeling there was a great distance between the actual life of poor and hungry people and the abstract world of economic theory. I wanted to learn the real economics of the poor (Yunus 1999, p. 116).  

To this benefit, the university was located in a rural area which allowed Yunus to visit the impoverished neighbouring village of Jobra. It was here Yunus not only learned about the lives and struggles of the impoverished population, but also discovered a side of economics he did not know: the great disconnect between poverty, and the theoretical world of economic theory. Simply, Yunus was disturbed by his findings, namely that the suffering of the impoverished was based on the impossibility of their being able to access small working capital, and the fact that less than a dollar per person was needed to avoid complete poverty which, unfortunately, was only accessible under exceptionally unfair terms[footnoteRef:3] (Yunus 1999). Needless to say, these are the initial circumstances behind Yunus’ motivation to explore how he could help. [3:  For example, such as via moneylenders with very high interest rates, or having to sell their goods at fixed prices to moneylenders (Yunus 1999).] 

The first step taken by Yunus was to develop a list of persons requiring a small amount of money, which amounted to 42 persons needing USD $27 total. Yunus lent this USD $27 from his own pocket and, now aware that access to similar small credit could benefit numerous others, sought a solution that would allow him to expand his initiative: he asked the university’s bank. Unsurprisingly, the bank refused, stating it could not give loans to the needy because they were not creditworthy. Yunus tried with other banks, but was met with the same outcome, until he offered himself as the loan’s guarantor. Thus, in 1976, Yunus received and distributed a bank loan amongst the impoverished in Jobra, from which all villagers paid back what they had received, without exception. Over the course of a few years, Yunus expanded his initiative to 100 other villages with great success. Regardless, banks still refused. Faced with no other choice, Yunus decided to create a bank specifically for the impoverished which, following significant work and government negotiations, led to the launch of the Grameen Bank[footnoteRef:4] (GB) in 1983.[footnoteRef:5] To date, Grameen has had incredible success. As of 2015[footnoteRef:6], it had achieved: a cumulative loan disbursement totaling approximately USD $14.7 billion[footnoteRef:7]; 8.8 million members, of which 8.5 million were women; over 142,000 centres covering 81,392 villages (Grameen Bank 2015); over 19 million borrowers; and lifting 2.5 million persons from rural areas out of poverty[footnoteRef:8]. Ultimately, however, Khandker et al. (2016) summarize Yunus’ microcredit-related achievements best:  [4:  In Bengali, Grameen Bank means “village bank.” (Yunus 1999).]  [5:  From its inception, the contrary nature of the GB to conventional banking, i.e. seek and reach out to directly to impoverished borrowers who required no collateral, became its very strength. To join, borrowers required a self-formed group of five, so all members would: provide support, assistance and advice to each other; collectively evaluate a business idea; and ensure repayment (or they risked having their loan suspended or reduced). The loan process is as follows: (i) group submits loan proposal from two members (Group A) each requiring between USD $25 and USD $100; (ii) after Group A repays the first five weekly instalments, two other group members (Group B) are eligible to apply for their loans; (iii) once Group B successfully repays their first five weekly instalments, the final member can apply for their loan; and (iv) after 50 instalments have been paid, borrowers pay interest, marginally above commercial rate, and become eligible to apply for a larger loan. With regard to loan payments, these were carried out during weekly meetings consisting of up to eight groups and were held in the villages of members (Yunus 1999, pp. 116-117).]  [6:  The 2015 Annual Report of the Grameen Bank is the latest edition available.]  [7:  Please note that this amount was converted from BDT (Bangladeshi Taka) ৳1.23 trillion as provided in the Grameen Bank 2015 Annual Report, using the XE currency converter exchange rate of 7 November 2017.]  [8:  In addition to these achievements, the Grameen Bank has even expanded to ] 

[O]ver the course of this 20-year study…aggregate poverty reduction in rural Bangladesh was about 25 percentage points for 105 million rural people, implying that some 25 million rural people were uplifted from poverty. This means that nearly 10 percent of the poverty reduction in rural Bangladesh over that period can be attributed to microfinance (p. 127)[footnoteRef:9].  [9:  Yunus’ achievements were so well recognized internationally that, in addition to having received six honourary degrees and having served on numerous governmental, UN and other advisory committees for poverty, women and health, he was also awarded the World Food Prize, the Ramon Magsaysay Award, the Humanitarian Award, the Man for Peace Award (Yunus 1999, p. 119) and even the Nobel Peace Prize in 2006 (Nobelprize.org 2017). ] 

Indeed, it is important here to note that this figure includes other microfinance/credit institutions (MFI) that arose the Grameen Bank. Yunus, however, can certainly still be credited with the innovative idea behind microcredit and, thus, extended achievements like this.

3. Critical Anlaysis: Yunus’ Entrepreneurial Traits 
Based on the above, it is clear that Yunus exemplifies some traits of a successful social entrepreneur. His personal and environmental motivators all point in this direction. Furthermore, each of Yunus’ motivators fit the context of Gedeon’s (2010) well-rounded definition of entrepreneurship as:
[A] multi-dimensional concept that includes owning a small business (Risk Theory), being innovative (Dynamic Theory), acting as a leader (Traits School), or starting a new company (Behavioural School)…[and can include] causing disequilibrium through “creative destruction” (Schumpter)” (p. 30). 
The following sub-sections will therefore draw connections between Yunus and the multi-dimensional nature of his entrepreneurial motivations, as well as link his actions to some entrepreneurial theories.[footnoteRef:10] [10:  For ease of reference, the following are the three entrepreneurial motivations used for this paper: motivational traits, situationally-specific motivators, and environmental motivators.] 


3.1. Yunus’ Entrepreneurial Motivations: Personal and Environmental
As noted, Yunus’ actions exemplify a multi-dimensional entrepreneurial nature encompassing what this paper refers to as personal and environmental motivators. With regard to the former, this includes Yunus’ motivational traits, values and motives, as well as his goals and vision (Baum & Locke 2014), including his innovative ideas. The latter refers to the economic, social, psychological and political forces which acted as catalysts and motivators for his entrepreneurial endeavour.

3.1.1. Yunus’ Personal Motivators as an Entrepreneur
The first set of pillars attributable to Yunus’ success are his personal motivational traits, values and motives, including his ability to be an independent, tenacious, driven, proactive, ambitious, energetic, achievement-oriented (Baum & Locke 2014, p. 97-103) and innovative leader. First, Yunus was at an advantage in having independently launched his Grameen initiative in 1976, which became the Grameen Bank. In addition to being able to make key decisions quickly, based on nearly ten years of research by the time Grameen Bank was officially launched in 1983, thus also acting as a partial indicator of his drive for achievement, Yunus was going completely against the status quo of banking, i.e. lending money to people with zero collateral. Moreover, up until Grameen’s launch in 1983, no other bank had accepted Yunus’ idea despite his evidence, showing his dedication and ability to overcome constant setbacks (tenaciousness). In terms of his being driven, thus encompassing his proactive, ambitious and energetic attitude to find a partial solution to poverty in Bangladesh, Yunus literally set out to, as perfectly put by Schumpter (1947), “[get] a new thing done” (p. 153). Indeed, trying to partially conquer poverty in a country which still today ranks 139 out of 188 countries in terms of human development[footnoteRef:11] (UNDP 2016, p. 200) is no simple feat. It absolutely requires someone who is proactive (Yunus undertook research and developed a lending methodology over the course of ten years, starting with Jobra), ambitious (Yunus believed so much in his idea that he personally took on all risks from bank loans), and energetic (ten years of trying and failing via conventional methods ultimately led to Yunus’ entrepreneurial method: the Grameen Bank). Finally, the innovative idea that led to Yunus’ overall success was the microcredit scheme.  [11:  According to UNDP (no date), human development can be briefly understood as “expanding the richness of human life, rather than simply the richness of the economy in which human beings live. It is an approach that is focused on people and their opportunities and choices.” For more information, please visit UNDP. (no date). About Human Development. United Nations Development Programme – Human Development Reports. Retrieved 9 November 2017 from <http://hdr.undp.org/en/humandev> ] 


3.1.2. Environmental Motivators Leading Yunus to become an Entrepreneur 
With regard to the environmental motivators, the second set of pillars upon which his success was built, Yunus was certainly up against challenging socioeconomic, political and psychological factors. Having only become an independent State in 1971, following a brutal nine-month conflict leaving 3 million dead, 10 million as refugees in India, 30 million internally displaced, and more than 200,000 persons emotionally scarred from rape (Paul et al. 2013), the Bangladeshi government and Yunus were already hard pressed for solutions even prior to the famine in 1974. Yunus, who had been studying abroad, returned home to a country which was not only impoverished, but war-torn and scarred. Thus, with the knowledge and skills that he developed while studying, and with an innovative idea and determination as his closest allies, Yunus set out to positively contribute the best way he knew how: through an economic solution known as microcredit, which turned into a huge national and international success for poverty reduction. 


3.2. Yunus’ Links to Entrepreneurial Theories 
Based on the above personal and environmental motivators, it becomes clear that Yunus’ entrepreneurial scenario fits a number of important entrepreneurial theories. For example, with regard to the Risk Theory for Profit and the Behavioural School, Yunus took on all risk as the owner and founder of a new venture formation/company, i.e. Grameen Bank. In relation to the Dynamic Theory of Profit, Yunus was indeed innovative insofar as he introduced a new:  product known as microcredit, which was unfamiliar to the target consumer, i.e. impoverished populations; method of production, which involved taking out and administering bank loans to tens of thousands of impoverished people at his own risk; market, targeting impoverished populations, which was a completely untapped source and one in which no other enterprise had ever embarked upon before; and organization, which ultimately focused on achieving social, rather than financial, success. Yunus further exemplifies the traits of an entrepreneur by having acted as a leader in this initiative (Traits School) given that he developed and implemented the idea alone, with much success. Indeed, it can also be argued that Yunus’ approach fits, to some extent, within the confines of Schumpter’s “creative destruction,” (1950) insofar as the creation and success of microcredit lending opened up a new domestic and foreign market, thereby revolutionizing some aspects of the conventional economic structure surrounding bank loans and, thus, leading to the creation of approximately 1000 other institutions worldwide offering micro-financial services by 1996 (World Bank 1996).

3.3. Drawbacks of Microcredit as an Entrepreneurial Success
Despite Yunus’ microcredit successes, which earned him the 2006 Nobel Peace Prize, it is also important to consider some of drawbacks of Yunus’ model, as well as those that followed thereafter, which is by no means perfect. For example, drawbacks of Yunus’ model include: difficulty including the most abjectly poor (main target) who are excluded from borrowing groups[footnoteRef:12] by their peers; husbands appropriating money lent to wives; managers developing local connections which impede performance and objective decision-making; very few women managers, despite the large percentage of women borrowers; appearing more as a profit-making institution, rather than a charity[footnoteRef:13] (Yunnus 1999); and charging very high interest rates (e.g. 22% per annum). With regard to other MFIs, serious drawbacks have included: treating clients poorly, including by publically humiliating indebted clients, and threatening them psychologically and physically; staff encouraging clients to take on larger and larger loans, normally involving male university graduates pressing uneducated, impoverished women, in order to enhance their own financial performance; and, again, charging extremely high interest rates (e.g. 24 – 25% per annum in South Asia, and between 50% –120% in Africa and Latin America) (Hulme & Arun 2011, p. 23-24). Indeed, microcredit, like all new businesses, innovations and ideas, is not perfect and may need more time to grow and adapt. Moreover, related institutions could also undergo a complete revision in terms of structure, management, regulations and oversight, with specific focus on national and local contexts and needs.  [12:  As briefly noted above in footnote 4, to join the Grameen Bank borrowers must have a self-formed group of five, so all members can provide support, assistance and advice to each other, collectively evaluate a business idea, and ensure repayment (i.e. all are accountable).]  [13:  For example, in 1998, disastrous flooding hit Bangladesh and hundreds of thousands of Grameen Bank clients had their homes, crops, cattle, and other belongings destroyed, and loans from Grameen were not forgiven. Rather, it issued new loans and gave more time for borrowers to repay previous loans (Yunus 1999, p. 18).] 


4. Conclusion 
Despite the drawbacks of the Grameen Bank, other MFIs and microcredit, the fact remains that Yunus’ innovative idea can still be considered an outstanding social entrepreneurial achievement considering the positive and vast international impacts it has had. Moreover, Yunus’ success encompasses the traits of a number of major theories and motivations associated with entrepreneurial activity, namely with regard to the personal and environmental motivators cited above, and with regard to Risk Theory, Dynamic Theory, Traits School, Behavioural School, and Schumpter’s ‘creative destruction.’ In conclusion, as to whether Grameen, other MFI’s and microcredit will remain important mechanisms in the fight against poverty is a question that will remain well into the future. However, one can only agree that for the time being there is no indication of their demise and that Yunus remains a successful social entrepreneur. 
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