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regarding this investment, stands on owning the assets’ of
the service providers by the poor people themselves and
it seems to be ideal, but may not be applicable in many
other countries. On the other hand, we see that there
are many ways in which we can achieve the objectives
of social business in line with the economic and social
conditions of the countries, and not necessarily replicating
Yunus’ model. Note that the Islamic Takaful “ Micro -
insurance” system is the closest to Yunus in social business,
which depends on the principle of solidarity in form of a
collective guarantee amongst participants against potential
losses that could hurt one or many of them. Micro-
Takaful should be applied to the principles of Sharia
in the prohibition of usury and Gharar (uncertainty)
and gambling. It's a mechanism is to provide protection
built on the basis of Islamic Sharia for the economically
active poor that is excluded financially, at an affordable
cost. Islamic Takaful is a cooperative model applied in
Sudan, in which the shareholders are also owners of the
risk fund. The administration contributions paid from this
fund and managed by the elected board. The shareholders’
have the right to maintain surpluses or reduce future
contributions. The Sudanese model in Islamic Takaful
is the first model in the world, which doesn’t allow the
shareholders to have a share in the surplus, they are (and
also the shareholders) entitled to share in the Sharia-
compliant investment returns, decided by the Board of
Directors and approved by the Sharia Supervisory
Board and the Policyholders general assembly.

In the interest-free system, microfinance comes along with
capital funding to other sectors as an integral part of the
money movement that carrying dual functions of cycling
money for the benefit of the individual and society at the
same time (the principle of succession in the money).
The Sudanese interest-free microfinance is consistent
with the vision of Yunus in microcredit in particular the
trend towards achieving profits and maintaining social

dimensions of investment, but didn’t apply the principle
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of ownership of borrowers to the service providers and
their investments This latter criteria is replaced by funding
projects of a social dimension nature from specialized
and commercial banks. This funding achieves the same
goal - address societal problems through microfinance /
social business. Note that social business is good, but it
needs we need to develop the concepts and practices in
many countries before the application.

The interest-free microfinance system mostly depends
on a mechanism to establish social institutions that can
act pro-poor projects; this concept is different from the
concept of social business, as the endowment is not payoft
for shareholders. In the course of microfinance Sudan
applied a system of “financing with a social dimension”.
This concept evolved dramatically and led to increased

rates of bank financing for the poor in recent years.



by the policymakers. However, the shareholders, as a
M udarib, are entitled for a percentage in the returns of
the investments of the policymakers’ funds to be decided
by the Board of Directors and approved by the Sharia
Supervisory Board. Deficit, if any, in the policymakers’
fund is to be covered from the general reserve set out from
the surplus. In case of inadequacy or non-existence of this
reserve, this deficit is to be covered from the shareholders’
fund by way of Quard Hassan (free of interest loan)
to be paid from future surpluses”.

Wagf is religious endowment, typically donating
a building or plot of land or even cash for charitable
purposes with no intention of reclaiming the assets®.
Wagf in microfinance is a charity concept and the use
of Wagf is not leading on a sustainable basis, i.e. not
a sustainable finance, while the ‘social business is both
profitable and sustainable. The microtakaful, for
example, is a concept not far from Yunus’ “social business”
concept. We can only consider the proposal of Yunus
social business as a Wagf bank in the sense that the
Bank of microfinance aims to achieve profits from Wagf
fund. This idea of the use of Wagf to generate profit
may not be justified by the Islamic legitimacy.

On the whole, we argued that the microfinance conceptual
framework need to move towards another stage, but we
see different mechanisms through which this move can
take place in accordance with the economic and social
conditions of each country. We also argued that the
social business is still a new concept that first requires
changes in the conceptualization of microcredit, before
its applicability on the basis of Grameen and its affiliated

companies can be made.

6. Conclusion
There is a remarkable development over the years from

microcredit to microfinance and then to financial inclusion,

1) Salah El Din Musa, M. Suleiman, 2013, “Islamic Insurance in Sudan”,
unpublished paper.
2) https://en.wikipedia.org/wiki/Waqf

and finally the idea was expanded to include ownership of
the shares of the service providers. Whatever the case may
be, the microcredit (as well as interest-free microfinance)
is viewed in the context of the need to create profits for
the institutions, and move away from subsidize approach
to solve societal problems. Microfinance is evolving very
much on the side of theory and practice, especially the
shift towards financial inclusion for the poor and social
business to solve societal problems, and it is growing
quickly stunning, although its big expectations have not
been met to date.

Microfinance was not a socialist mechanism for poverty
alleviation, as the ownership of the state in this economic
system will not work on the search for profits and so
the microfinance system will not be sustainable. We
agree that microfinance (as well as social business)
came as a result of failures of the capitalist system.
The economic theory assumed - incorrectly and
harmfully - that the dynamics of competition between
entrepreneurs’ powers are only for making profits, and
built everything on this assumption, which is not correct.
The idea of microcredit relied on providing financing
opportunities to the targeted poor, and the financial
inclusion expands its scope to include the rest of other
financial services. The view of Yunus requires a social
role in a sustainable manner and the poor have to own
the assets of the service providers and their investments.
This vision benefited from the self-less dimension of the
human psyche (pleasure or joy in helping others).

We believe that the idea of Yunus of social business is
not different from the re-formulation of the two ideas
regarding the charity and investment that aimed at
achieving individual profit. In other words, meshing
the two ideas together in one idea, and come up with
investment that brings happiness to sponsors, and at
the same time working on a solution to the problems
of individual investment based only on making profits

without regard to community issues. Yunus vision

£2016 yeiw (81) susl @;@ﬂl‘




access to financial services, particularly loans to build

assets. Credit can automatically turns into an investment

project, but should take into account the following:

e The microfinance providers should be specialized
in the management and delivery of these service,
and understand global practices in microfinance as
specialized and profitable activity, sustainable and
market -based in determining the cost of finance.

e The microfinance providers should benefit from
savings mobilization as an essential part in financing,
but not grants, subsidies, Zaka t, or charity.

o The microfinance institutions should work within an
integrated system to tackle poverty that can includes
housing, insurance, and other services needed by the
poor.

o The microfinance providers should rely on an
effective, scientific and practical style suitable to
the targeted segments, by determining their credit
worthiness, and guarantees that can be customized to
fit the local community and its culture.

o The organizational structure of the microfinance
providers should be small or divided into specialized
units, which can suit the nature of the target groups,
and also depends on accurate quantitative indicators

to measure their effectiveness and efficiency.

Each of these views is consistent with the vision of

Muhammad Yunus of micro lending.

5.5. The idea of microcredit was relied on to provide
funding opportunities targeting the poor, and the financial
inclusion has expanded its scope to include the rest of the
financial services and ceased at that station. The idea of
Yunus requires the presence of social role in a sustainable
manner, and the poor themselves should have to own the
assets of the service providers. This vision benefited from
the selfless dimension of the human psyche (pleasure or

joy in the useful work for others). We believe that the
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idea of Yunus in social business is not different from the
re-formulation of the two idea of charity and investment
that aimed to achieve individual profit, In other words,
meshing the two ideas together in one idea and come
up with investment that brings happiness to sponsors,
and at the same time working to provide a solution to
the problems of individual investment based on making
profits with no regard to community’s issues. Yunus’
vision of this investment, stands on owning the assets’ of
the service providers by the poor people themselves and
it seems to be ideal, but may not be applicable in many
countries. On the other hand, we see that there are many
ways in which we can achieve the objectives’ of social
business in line with the economic and social conditions
of each country. It is not necessarily to replicate Yunus’
model (" Note that the Islamic #11C70- Takaful “Le.
micro -insurance” system is the closest to Yunus’ social
business. Micro- Takaful depends on the principle
of solidarity in form of a collective guarantee amongst
participants against potential losses that could hurt one
or many of them. Takaful is applied the principles of
prohibition of usury and Gharar (uncertainty) and
gambling. It is a mechanism to provide protection built on
the basis of Islamic Sharia laws for the economically-
active poor who are excluded from finance at an affordable
cost.

The Sudanese Islamic insurance model (takaful) is
described by Salah El Din Musa, as a purely cooperative
model “where capital is just a legal requirement to
incorporate the company and stands not to gain or lose
from insurance operations. Therefore the shareholders
are not entitled to any share in the underwriting surplus,

if any, and the management expenses are fully borne

1) It is strange enough that the successful Grameen experience is not
replicable in other countries. This is related to the unique social conditions
of the Bangladeshi people, which conform to Grameen experience. Among
these unique social conditions are the discipline in the group meetings,
punctuality of repayment and the Grameen 16 decisions to be repeated

in each meeting.



of the following criteria;

o« To be initiated and participated by the local
community to achieve the interests of the poor and
vulnerable sections.

o To show clearly the ability to meet the necessarily
needs and priorities at the local level.

o To be based on the principle of self-help.

o Toarise from the grassroots community organizations
or institutions of financial intermediation such as
companies and apex agencies or development and
social welfare institutions or non-governmental

organizations.

Perhaps Sudan is one of the successful countries in the
social dimension of microfinance projects, noting that
microfinance banking portfolio did not exceed 5%, and
by adding a social dimension funding the ratio increased
from 8.3% at the end of 2014 to 11.3% in June 2015. For
example, electricity was connected thousands of homes
in peripheral neighborhoods of the city of Port Sudan via
the microfinance funding from banks, guaranteed by the
state Ministry of Finance, and repayments was made in
monthly installments with the pre-paid electricity. This
electricity networks type of social dimension projects
was first connected in the local villages of east Sennar by
the farmers’ commercial bank, where the bank financed
the electricity extension of 70 villages through the social
dimension funding. The same project was replicated
in the state of Khartoum and financed by Saving and
Social Development Bank and the Real Estate Bank,
and implemented by Khartoum Social Development
Foundation, to provide the electricity to the peripheral
neighborhoods of the national capital. A work is underway
to extend the same project with number of banks to
cover all peripheral areas in Khartoum state through this

mechanism.

In sum, the bottom line of our vision is as follows:

o The social business is a good vision, but we need to
promote the concepts and practices of microfinance
in many countries before considering its application.

o Interest free system in microfinance mostly depends
on Wagf 10 establish sustainable social institutions
that can work towards poor projects, and this concept
is different from the concept of “social business”, as
the endowment isn’t payoff for the shareholders.

o Sudan is currently working on the application of a
“social dimension” type of micro financing, and this
concept evolved dramatically and led to increased

rates of banks financing for the sector in recent years.

5.4. We agree with the vision of Yunus in that
commercial banks will not largely and effectively provide
microfinance, but can offer some microfinance services.
As a result of this fact, our microfinance experience in
Sudan has amended its vision but maintaining the social
role of commercial banks. The new vision is to create
microfinance institutions that can benefit from the
banks’ resources through restricted wholesale finance
that can generate yields to be divided between them
as agreed on the wholesale finance contract. Note that,
despite of the impressive results recently appeared in the
Sudanese experience in terms of number of microfinance
providers, loan portfolio size, number of clients, etc., still
there is a reservation that banks didn’t achieve their social
role the way it should be. This is mainly because of their
weak contribution in microfinance to eradicate poverty
(through financial inclusion), week microfinance services
outreach (via the geographical spread of the branches in
rural areas), little use of interest-free mode of finance
that are friendly to development, and weak allocation
of microfinance to productive sectors (agriculture and

industry).

5.6. Also I agree that the poor are people who have many

potentialities and few of the options; they are in need to
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of the means of production and provides employment
opportunities for the citizens and there is no role for the
private sector, big or small. That is why microfinance
was not a socialist mechanism for poverty alleviation,
although the state is patronizing the economic system.
Perhaps the microfinance (as well as social business) is
the product of the failures of the capitalist system more
than anything else.

It is seen by many (and perhaps that was the real
situation) that microfinance emerged as a result of failure
of the capitalist system in achieving convincing outcomes
at the micro level. Moreover, the social aspects of the
adverse economic programs in this system can partially
be addressed by microfinance / social business funding.
They also feel that the persistence of poverty among
the population should be the responsibility of these
policies that multiply the number of poor. Nevertheless,
Microfinance / social business is one of the mechanisms to
alleviate poverty amongst specific segments of these poor
and not all poor. In fact, this is exactly was the answer of
Muhammad Yunus, when asked: what Grameen had given
to alleviate poverty via microfinance, while the number
of poor people has increased dramatically in Bangladesh.
He replied: You can only identify the impact of Grameen
when you abolish it, then poverty rates will escalate more
and more (his answer was made with reference to the
negative impact of governmental policies on poverty rates
in Bangladesh).

The Islamic ownership of resources does not refer to
absolute private equity, or have comprehensive state
ownership, but enter the social aspect as an integral part
of the capital spin and investment, along with achieving
profitability. In Islam, the property of God Almighty and
human are representatives only in money, and the money
should be used for individual interests and the interests
of the community at the same time (the social function
of money). This dual function of investments as I see, is

the closest to microfinance concept, because investment

57 @J@EL £2016 ynotew (81) susl

in microfinance has a social and profit dimension,
individually or institutionally. Microfinance activities
have to achieve social outcomes and profitability, while
the social spending; Zakat and other forms of charity
spent voluntarily will not go back to their owners.
There are two other kinds of investment business in the
interest-free system: the first one targets money creation
(working to make a profit, which represents the capitalist
dimension in the Islamic regime) and the second aims at
contributing to the social business (social dimension). The
first one should be harnessed to contribute in the second
(social business / investment) at the same time, without
any conflict and with a reasonable profit generated.

In the interest-free system, microfinance is an integral
part of the money movement that carry dual functions
of profitability (or cycling money for the benefit of the
individual and society at the same time; the principle of
succession in the money). The Sudanese experience in
interest free microfinance is consistent with the vision of
Yunus, in particular the trend towards achieving profits
and maintaining the role of commercial banks and social
projects dimension, but does not apply the principle
of borrowers” ownership of the service providers, and
replaced that by getting funding from these institutions,
as well as specialized and commercial banks for the
projects of the social dimension that achieve the same
goal - address societal problems through microfinance /
social Business. The Central Bank of Sudan defines the
social dimension of funding as a wholesale finance that
facilitates the implementation of projects that related to
rural development and infrastructural programs, women’s
empowerment, creation and support for educational,
training and health institutions, installation of water and
electricity networks, agricultural sector, development of
small projects, funding for affordable housing services
and improvement of homes, funding university students,
and consumer goods for cooperatives, associations and

federations, if the project or program satisfies part or all



College of Nursing- comprehensive cooperation with
the University of Caledonia in UK -, Grameen Telecom,
Grameen information systems and Grameen hospital.
The success of these experiments has encouraged Yunus
to consider and apply the social business on a larger scale
in order to be the solution to the poor problems and
community needs in all countries in the future.

The social business can be from governments, non-
governmental organizations, banks, individuals or
companies. Social business can solve all kinds of
problems like health, education and training, housing,
waste treatment, the environment as well as the inertia,
the elderly and addiction problems. Donors may support
the creation of a social business to achieve the economic
development in developing countries. For example, if
the goal is to create a bridge, it’s the best for donors to
establish a company to build bridges for the poor, and
be owned and managed by a company specialized and
capable and divide some of its profits to local poor, while
others go for the construction of other bridges. In this
way, each infrastructure such as airports, sea ports, land
ports projects, and service companies, can be driven from

the social business.

5. Discussion

5.1. I have no disagreement about the need to understand
the true definition of Microcredit in the context of the
need to create profits and avoid the subsidies from the
microfinance system to be financially effective funding.
There is still a panel discussion in microfinance between
the two camps or two schools: institutional-ists and
welfare-ists (social welfare). The best ways to help the
poor via access to financial services sparked controversy
between the institutional-ists and the welfare-ists.
Even though they agree on the goal (poverty reduction
through financial inclusion for the poor), but they are
putting microfinance in a crossroads. The difference

between the two schools is the trade-off between the

goals of profitability and sustainability. The first school
focuses on the proliferation and sustainability through
the integration of microfinance in the financial market
regulator, and ensures profitability to be attractive to
institutions providing service. While the second school
focuses on the impact on the target group, regardless of
the profitability and efficiency of financial institutions.
Nevertheless, I believe that microfinance if governed in
a correct way it will not be a loss and it will represent a
profitable social business. Unlike Zakat funds, which
have a single cycle of the resources, microfinance has
countless cycles and these resources can re-duplicate itself
depending on the levels of profitability achieved."”

5.2. Social business as I see it is to re-formulate the ideas
of donation and investment that is aiming to achieve

@ The world should - as Yunus believes

individual profit.
- think away from the traditional investment completely
(for example, prevent smoking completely, because giving
a chance even one-time can lead to failure of smoking
law). TI've been asked before: Was macroeconomic
performance in the capitalist systems is a reason to
think about Microfinance / social business as one of
the mechanisms to reform this failure and to increase
incomes and assets and improve living standards through
funding?, or whether microfinance is compatible with the
socialist economic trend that prevailed in the countries of
Eastern Europe before the collapse of the socialist system
in the economy and politics. My answer was that the

socialist system as a whole is based on the state ownership

1) Badr El Din A. Ibrahim, 2015, Topics in Microfinance- with Reference to
the Sudanese Experience, a book to be published by Islamic Development
Bank (IDP/IRTI), Jeddah.

2) See Ibrahim, Badr El Din, A. & Malcolm Harper, 2011, “Crossfire
Debate: Islamic banking avoids interest payments and thus prevents
rich investors profiting from the poor”, Small Enterprise Development
& Microfinance, Volume 22 Number 4 December 2011, Practical Action
Publishing (formerly ITDG Publishing); Badr El Din A. Ibrahim, 2015,
“Where Microfinance Goes Next?”, Panel Discussion, 11" Annual Global
Microfinance Forum, Achieving Dual Objectives and Supporting Inclusive
and Sustainable Development, UNIGLOBAL, 19-20 March, 2015, Istanbul,
Turkey.
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but managed on a commercial basis and creates profits
that reinvested to ensure the expansion and sustainability,
and investors have the only right on their capital. Any
direction to restrict the microcredit as an investment for
profit only - As seeing by Yunus - is a refutation of the
concept of social business.” There are seven principles of
social business as follows:

® The aim of social business is combating poverty and
or any other problem (or problems) threatens society
and community, such as education, health, access to
technology and environmental problems and others -
it doesn’t aim to make a profit.

The company should be economically and financially
sustainable.

Investors have the right to get their capital only but
not dividends.

When the Investment earnings achieved, it should
be retained within the company for the purpose of
expansion and improvement.

The company should work to protect the environment.
The workers take the market wage and work in the
best environment, comparable with the current
working conditions.

The work should be enjoying and amusing. ® This type
of investment - as seen by Muhammad Yunus - offers
wide opportunities for all people to contribute and
modify their life for the better on this planet, and not
leave all our problems in the hands of governments
and continue to criticize the non-achievement of our
requirements. Governments should provide support
through social business policies that create a legal
recognition of the social business and the creation
of a regulator to ensure transparency and honesty, as

well as providing tax incentives to invest in it.

1) Mohammed Yunus, 2013, Building Social Business, The new kid of
capitalism that serves humanity’s most pressing needs, The University
Press Limited.

2) Mohammed Yunus, 2013, Building Social Business, I bid.
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A Yunus attempt of social business is amendments to
the capitalist system. These amendments require that
the present social role in a sustainable manner, taking
advantage of selfless dimension of the human psyche
(pleasure or joy in the useful work for others) and not
the capitalist role (in order to save face). Yunus sees
this system as a new form of capitalism. Yunus believes
that the inherent selfish and selfless role in private
investment from these investors make people seeing them
as economists, as seen by Adam Smith in his writings in
this regard. The economic theory assumed (incorrectly
and harmfully) that profit is generated by the dynamics
of competition between entrepreneurs’ forces, and built
everything on this assumption, which isn’t correct.

This social business differs from the social Responsibility
which allocates financial resources in the form of support
to the local community by commercial companies that
aim to achieve profits only to promote these companies
as good and humane in front of the local community by
allocating some percentage of their financial resources
for this work. On the contrary, the social business login
directly in the work of economic and social transformation
of the poor and by up to 100% of the size of its resources.
The Corporate Social Responsibility system is a response
to government laws while the social business is voluntarily.
The focus of social business idea in Yunus Centre for
social business in Frankfurt, Germany, and spread to
include other countries such as Brazil, Haiti, Albania,
Uganda, Tunisia and India. The microcredit approach
of Grameen was the first social business composition
and experience, which includes a group of companies.
Grameen Foundation has about 60 companies in multi
industries as an investment fields between Grameen with
international and intercontinental companies in both
France and Germany in industries such as the production
of yogurt, mineral water, mosquito nets, clothing and
footwear cheap industry as well as companies to provide

health services, renewable energy and Grameen Caledonia



Used an Account to Pay Bills.

The financial inclusion is mainly measured by the volume
of loans from financial institutions, credit cards and
different savings mechanisms. The following table shows
some financial inclusion indicators in lower income and

sub-Saharan African states.

Financial Inclusion Indicators

(the past year, age 15+, year 2011, published 2012.)
Sub-Saharan

Lower income

Description
countries African Countries

Loan from a financial loans

11% 5%
from a financial institution
Loan from a family or

30% 40%
friends
Credit card 2% 3%
Saved at a financial

11% 14%
institution
Saved using a saving club 8% 19%

Global Findex, 2012, the World Bank. http://data.worldbank.org/
data-catalog/financial_inclusion

The major conclusion is that these groups of countries are
far from achieving a sizable financial inclusion. A lot of
efforts still need to be exerted to improve the above basic
financial inclusion indicators.

It is possible that some countries can perform well in most
indicators of financial inclusion. Despite these spectacular
financial inclusion outcomes, the microfinance market
analysis of these countries might reveal that there is a
massive profit-based institutional micro entrepreneurs
financing gap. i.e. these countries can achieve ‘more
financial inclusive measures, with less microfinance. The
major reason for this’ more financial inclusive measures,
with less microfinance products’ is the lagging behind

microfinance policies and regulations compared with

1) Source: Sources: Global Findex 2014, the World Bank. http://data.
worldbank.org/data-catalog/financial_inclusion

. . . 2
other financial inclusive measures."”

4. Mohammed Yunus “Social Business” Concept

The concept of social business is the next intellectual
step of Muhammad Yunus after financial inclusion. The
movement began after the financial crisis in the 2008-
2009 year, which considered by Muhammad Yunus, as a
series of crises that came at the same time (the financial
crisis, energy crisis, and food crisis). These crises are not
a pure coincidence, but all originated from the same
source, namely, “the errors of authors of the current
economic system theory. As depicted by the media
that we will emerge out of the financial crisis after the
necessary policy development and after skipping the
causes. But poverty and other community problems - as
seen by Yunus - will continue to exist because they are the
product of the economic and societal system that we've
cum to the world, that is the result of a failure at the top
and not a result of the weak bottom level capabilities,
where every member of it can be a potential business
manager. He also believes that the concepts, institutions,
conditions and the analytical framework upon which the
theory of the current economic system, which creates
poverty cannot be the mechanism to alleviate poverty.
This economic system - as seen by Yunus and in spite
of its flaws is still the best economic systems globally.
So, the social business is a big step that will edit these
negative characteristics of the capitalist system that have
created poverty, social and environmental problems in
the past. He also thinks that, the capitalist system itself
can be a great tool for institutional reform and sustainable
community.

In brief, social business is to harness financial resources
in sustainable and profitable investments to address
social problems without distribution of profits to the
shareholders. This investment isn’t for individual profit,
2) 'This is a case of the Kingdom of Bahrain. Source: Badr El Din A.

Ibrahim, forthcoming, “Financial Inclusion in the Kingdom of Bahrain’,

An assignment sponsored by AGFUND for the Central Bank of Bahrain.
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Grameen bank provides different credits via interest rate
between 0-20%, depending on the type of the loan. There
is no collateral except the group collateral. Loans include
basic loan, small enterprise loan, educational loan, housing
loan and educational grants for the loanee daughters or
sons. In addition to strugglers’ (Beggars) interest free
loan. The overall rate of loan recovery is around 98%.
Grameen experience is a full-fledged one goes beyond
microfinance. The reasons for successes is the direct
supervision, dedicated loanees who respect rules and
regulations and who are genuine to improve their living
and social standards. Moreover, the bank and the loanees
are transparent with regard to loan volume, irrespective
of the loan ceiling. Grameen works with groupings and
there is a well-designed follow up system by loan officers
who are well trained to do services of advising, finance,
training, repayment and marketing. The high recovery
rates, despite the absence of guarantees, are due to the
following: (1) the weekly close following up, (2) 97%
of loanee are women, who are known to be keen for
repayment and (3) the week repayment system.

One of the outstanding merits of this experience is
the internal audit that imposes the direct field contact
between the audit officer and the managers. Moreover,
there are different methods to verify the information in
each lending transaction (1) visit the loanee (2) inspection
of the loanee files (3) inspection of the loan officers’ files
(4) inspection of the ledger files at each branch and
(5) inspection of the daily report of each branch. Each
amount collected is deposited daily at a commercial bank
nearby the branch to ensure financial discipline and avoid
any potential theft cases.

The major poverty related impact of Grameen according
to recent studies as follows: 68% of loanees move beyond
poverty line. In another study during the last five years
47% passed the poverty line, while 27% moved forward
but have not yet passed the poverty line, and 25% stay

in the same position or worse. As a result of the success

of the experience the bank receive 1200 members
of delegates annually (equivalent to 240 group from
other countries), including ambassadors, ministers and
international figures. The government is now seeking to
change the structure of the board of directors in favor of
the government (9 members) to ease the decision making

process.

3. The Concept of the “Financial Inclusion”

As a result of the need of other non- financial services,
and since the first microcredit summit in the mid-1990s,
microcredit has extended to include micro insurance,
money transfer and saving services. In recent years
microfinance has been treated as a mechanism to achieve
the financial inclusion - the ability of individuals and
groups to access the financial service. ’ This means
effective, profitable and responsible access to these services
at a reasonable cost to clients, especially those with a
lower income via sustainable institutions. In addition to
complying with the basic principles and the regulatory
frameworks of microfinance. There are measures and
inclusion indicators to assess the financial inclusion and
most countries place financial inclusion as one of the
financial targets. Among the most important indicators
of financial inclusion are:

Account at Financial Institution.

Account, Income, Poorest, 40%

Accounts, Young Adults (% age 15-24)

Formal Borrowing

Borrowed from Family/Friends

Borrowed from a Private Informal lender

Borrowed from Financial Institution

Saved at a Financial Institution

Saved to Start, Operate or Expand a Business

Saved for Education or School Fees

Use of Credit Card for Payments of Bills

ATM as a Main Mode of Withdrawal (% with an Account)

1) http://www.breckland.gov.uk/content/what-financial-inclusion



should not exploit the poor’s’ financial condition, and its

initiatives should start from the poor people themselves,

as the society itself should seek its opportunity. Moreover,

the commercial banks will not provide huge and effective

microfinance opportunities, but only insignificant

microfinance opportunities. There are certain steps,

according to Yunus, are required in micro-credit:

® Microcredit should be clearly defined, and should be
dependent on the bottom of the pyramid. It should
not be a market opportunity to investors but a chance
to help the poor. Yunus once argued that: «It is widely
accepted the more money I have, the more successful
I am». We should not measure success with money. To
me human life success should be measured with what
contribution you have made in making this planet a
better place and what kind of life you have lived on
this planet. Money per se is a piece of paper.... It is
what you do with the money, what impact you create
with the money, that>s important»(z)

® (Create a legal framework away from the current
regulatory framework for banks.

® (Create microfinance banks owned by the clients
themselves and depend on their savings. No need
to bring money from outside or money allocated
for “corporate social responsibility”. No need for
managers from commercial banks with long banking
experience, but only practitioners of microfinance
with 10 years minimum.

® Thereisaneed to create a regulatory authority to make
sure those banks follows the rules and procedures.

® A focus on women in microfinance.

® Microcredit should be kept outside political influence
to run it as a sound business.

Government support subsidized credits that do not cover

its cost, because they believe that poor people have no

1) Mohamed Yunus, 2015, Super Happiness: Making Money is Happiness,
Making other People Happy is Super Happiness, Edited by Lamiya
Morshed, Subarna Publishing house.

2) Mohamed Yunus, 2015, Super Happiness .... Ibid.

payment capacities.

2. Facts about Grameen- The Roots of Microcredit.
Grameen bank is one of the early institutions that
practiced microcredit during the late 1970 . This bank is
a model for a poor country that other countries attempted
to replicate its experience without many successes due to
the difference in the socio-economic set up that govern
Bangladesh and its poor people compared with poor
people in these countries. The bank is fully owned by
the poor in the form of shares, and currently has 2500
branch, and providing credits to 8.5 million (97% are
women) with current lending reached over US$ 1.5
billion, all are coming from within Grameen system.
This is in addition to US$ 2 billion clients> voluntarily
and compulsory savings. Moreover, Grameen, among
others, has its life insurance, education, environmental
and pension programs.”

The Board of Directors is composed of 13 members, 9
members from loanee (to be chosen for 2 years out of
more than one million loanee), 3 are nominated by the
government (2 from civil society and one women). In
addition to the General Manager, as a non-voting member.
Grameen bank has 23 thousands employee. Grameen
headquarter is located in Daka in a 21 floors building,
including the training center. By June 2015 Grameen had
2567 branches, 14800 centers, 268 area offices, 40 zonal
offices, and 40 zonal audit offices. Moreover, Grameen
had 1.28 million uniform groups in terms of education
and financial status all from different families. According
to Grameen system a group of 8-12 members constitute
a center and 50-80 centers constitute area office and each

8-10 area office constitute zonal office.

3) Microcredit started during the 1970s with the creation of Grameen Bank
in Bangladesh and Rakiat Bank in Indonesia and rural development
program in Kenya and small enterprise development program in Bolivia.
Microfinance nowadays has become a developed industry.

4) Information in this section are the outcome of a visit of the author to
Grameen bank during August 2015 .The visit includes, in addition to the

headquarter some centers and groups.
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We argued that the microfinance conceptual framework
need to move towards another stage, but we see different
mechanisms through which this move can take place in
accordance with the economic and social conditions of
each country. We also argued that the social business
is still a new concept that first requires changes in the
conceptualization of microcredit, before its applicability
on the basis of Grameen and its affiliated companies can
be made.

Interest free finance depends on different models (e.g.
Wagﬁ finance with social dimension, miro- Takaful).
Wagf is a religious endowment, typically donating
a building or plot of land or even cash for charitable
purposes with no intention of reclaiming the assets. The
Wagf model of interest free microfinance to establish
“social institutions” that work towards the poor is
different from the concept of ‘social business. Wagf is
a charity concept and the use of Wagf is not leading
to sustainable finance, while the ‘social business’ is both
“profitable” and “sustainable”. We can only consider the
proposal of Yunus social business as a Wagf bank in
the sense that the Bank of microfinance aims to achieve
profits from Wagf fund and be sustainable. This idea
of the use of Wagf to generate profit is not justified
by the Islamic legitimacy of Wagﬁ so that Wagf in
microfinance is not sustainable.

The microtakaful, for example, is a concept not far
from Yunus “social business” concept. Moreover, the
interest free system of microfinance is part of the whole
idea of the movement of money in Islam to achieve the
dual objectives of benefiting the investor and the society
at the same time. The Sudanese interest-free microfinance
experience follows Yunus’ profit-orientation for providers
not a subsidy notion, but does not follow Yunus™ “social
business” that allows the beneficiaries to own these
institutions. Nevertheless, this system, apart from the
ownership of the lending institutions y the beneficiaries,

is also the closest to microfinance and ‘social business’
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concepts, because investment in the interest-free system
has a social and profit dimensions, individually or
institutionally. The interest-free model of finance that uses
the concept of “finance with social dimension” (extension
of miro-credit on a wholesale basis to achieve social
services for the poor) accomplishes the same objectives
of the “social business” - solution of social problems via
microfinance. Moreover, the we argued that the micro-
Takaful “Islamic micro -insurance” system is also
the closest to Yunus® social business. Micro- Takaful
depends on the principle of solidarity in form of
a collective guarantee amongst participants against

potential losses that could hurt one or many of them.

1. Mohammed Yunus and Microcredit

Pushed by the dream of a world without poverty and
socio-economic development, and believed that financial
inclusion (not subsidy) should be a human right for all
poor not only the economically capable people who
have guarantees, Yunus established Grameen bank
in the late 1970". Grameen is a grass root microcredit
bank without collaterals, except group collateral. This
experience extended via some trials in other countries.
The critics of this experience raised the issue that poor
credit without collaterals is not possible, and it has not
adequately helped the poor, despite the fact that it has
done something beneficial. Moreover, subsidized credit,
they argued, provides limited and bad quality lending, but
it is better than doing nothing, and it is growing faster
and improving.

Micro-credit is a business to help the poor not a business
to accumulate money. Not all investment is seeking profit.
In this regard, Yunus once asked (what is the objective
of climbing Everest Mountain?). Yunus views money
creation as an incentive to work but making people happy
is a super happiness. Moreover, microcredit has social

objectives, but should be run on business principles. It

1) Thomas Dichter and Malcolm Harper, 2007, What is Wrong
with Microﬁnance? Practical Action Publisher, UK



Collateral Free Loans for the
Poor: From «Micro-Credit» &
Studics & «Financial Inclusion» to «Social
Researches Business»

Summary

This paper tackles the changes in the conceptual framework and
practice of grass root credit reliant on views of Mohammed Yunus,
the founder of Grameen bank and the Nobel Peace Prize winner in
2006. The paper will also tackle the concept and the major outcomes
of “financial inclusion” as a more elaborated and advanced concept,

and see the stance of “social business” views in accordance with

Grameen experience & in comparison with the Sudanese interest free

microfinance models.

By:

The microcredit is a way to find finance avenues for the poor, while
Prof. (Dr.)

Badr El Din A. Ibrahi
“ financial services. Mohamed Yunus’ views extended the social role

of microcredit via a mechanism for the poor to be the owners of

the financial inclusion has extended its domain to include other

the microfinance services providers themselves and the investment
therein “the social business” Mohammed Yunus’ “social business”
concept is to harness financial resources in sustainable and profitable
investments to address social problems without distribution of profits
to the shareholders. This investment isn’'t for individual profit, but
managed on a commercial basis and creates profits that reinvested to
ensure the expansion and sustainability, and investors have the only
right on their capital. We think that these ideas can be categorized
as a hybrid between the charity concepts and the personal profit-
seeking investment. The whole idea is to mesh these two concepts
in one view to reach an investment that creates “happiness” for their
providers, and at the same time solve the problems of the capitalist
system, which is merely based on profit motives away from solving

the society’s problems.
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