Subject: Entrepreneurship Management

By Dr. Purshottam Patil

CASE STUDY
Social Entrepreneur: Muhammad Yunus

In 1971, the Bangladesh Liberation War had started. Muhammad Yunus founded a citizen's
committee and ran the Bangladesh Information Center, with other Bangladeshis living in the
United States, to raise support for liberation. He published the Bangladesh Newsletter from his
home in Nashville. After the War, Yunus returned to Bangladesh and was appointed to the
government's Planning Commission.

In 1976, during visits to the poorest households in the village of Jobra, near Chittagong
University, Yunus discovered that very small loans could make a disproportionate difference to
a poor person. Jobra women who made bamboo furniture had to take out hefty loans for buying
bamboo, to pay their profits to the moneylenders. His first loan consisting of US$27.00 from his
own pocket, to 42 women in the village, made a net profit of BDT 0.50 (US$0.02) each on the
loan. Yunus realized that the creation of an institution was needed to lend to those who had
nothing. While traditional banks were not interested in making tiny loans at reasonable interest
rates to the poor due to high repayment risks, Yunus believed that given the chance the poor will
repay the borrowed money and hence microcredit could be a viable business model.

Yunus finally succeeded in securing a loan from the government Janata Bank to lend it to the
poor in Jobra in December 1976. The institution continued to operate by securing loans from
other banks for its projects. By 1982, the bank had 28,000 members. On 1 October 1983 the
pilot project began operations as a full-fledged bank and was renamed the Grameen Bank
(Village Bank) to make loans to poor Bangladeshis. As of July 2007, Grameen Bank had issued
USS$ 6.38 billion to 7.4 million borrowers. To ensure repayment, the bank used a system of
"solidarity groups". These small informal groups applied together for loans and its members
acted as co-guarantors of repayment and support one another's efforts at economic self-
advancement.

The Grameen Bank started to diversify in the late 1980s when it started attending to unutilized
or underutilized fishing ponds, as well as irrigation pumps like deep tube-wells. In 1989, these
diversified interests started growing into separate organizations, as the fisheries project became
Grameen Motsho (Grameen Fisheries Foundation) and the irrigation project became Grameen
Krishi. Loans to poor people without any financial security had appeared to be an impossible
idea. From modest beginnings three decades ago, Yunus had, first and foremost through
Grameen Bank, developed micro-credit into an even more important instrument in the struggle
against poverty.

Over time, the Grameen initiative had grown into a multi-faceted group of profitable and non-
profit ventures, including major projects like Grameen Trust and Grameen Fund, which runs
equity projects like Grameen Software Limited, Grameen CyberNet Limited, and Grameen
Knitwear Limited, as well as Grameen Telecom, which has a stake in Grameenphone (GP),
biggest private sector phone company in Bangladesh. The Village Phone (Polli Phone) project
of GP has brought cell-phone ownership to 260,000 rural poor in over 50,000 villages since the
beginning of the project in March 1997. In the book, Grameen Social Business Model, Rashidul
Bari shows how Grameen Social Business Model(GSBM)- has gone from being theory to
become an inspiring practice adopted by leading universities (e.g., Glasgow), entrepreneurs
(e.g., Franck Riboud) and corporations (e.g., Danone) across the globe. Through Grameen Bank,
Rashidul Bari claims that Yunus demonstrated how Grameen Social Business Model can harness
the entrepreneurial spirit to empower poor and alleviate their poverty.



for his efforts to create economic and social development. Professor Yunus was named by
Fortune Magazine in March 2012 as one of 12 greatest entrepreneurs of the current era. Yunus
received 50 honorary doctorate degrees from universities from Argentina, Australia,
Bangladesh, Belgium, Canada, Costa Rica, India, Italy, Japan, Korea, Lebanon, Malaysia,
Russia, South Africa, Spain, Thailand, Turkey, UK, USA and Peru

Q 1(a) What are the reasons for success of Muhammad Yunus as a social entrepreneur? CO §
Q 1 (b) What are the two important entrepreneurship lessons you learn from this case? CO 6
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In 2006, Muhammad Yunus became the first Bangladeshi to be awarded the Nobel Peace Prize,
for his efforts to create economic and social development. Professor Yunus was named by Fortune
Magazine in March 2012 as one of 12 greatest entrepreneurs of the current era. Yunus received 50
honorary doctorate degrees from universities from Argentina, Australia, Bangladesh, Belgium,
Canada, Costa Rica, India, Italy, Japan, Korea, Lebanon, Malaysia, Russia, South Africa, Spain,
Thailand, Turkey, UK, USA and Peru

Q 1(a) What are the reasons for success of Muhammad Yunus as a social entrepreneur? CO 5
Q 1 (b) What are the two important entrepreneurship lessons you learn from this case? CO 6

Q1 © Implement the same strategy in Indian context, as per your understanding. CO3
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