In search of 10 Times More Economic Banking
For those who deny the possibility of 10 times more economic banking than that citizens in the biggest developed nations have been offered in recent years, I would first ask you to note that India and Bangladesh are partnering in the goal of 100 times more economic mobile banking within 7 years http://bankabillion.org 

Back from the future, the search for and development of 10 times more economic banking may be revealed in 2 different ways: on the left assembling how microcredit community banking was constructed piece by piece since the mid 1970s in Bangladesh into brilliant grassroots up systems which have now demonstrated replicability in most countries ; on the right, in my father’s uniquely joyful way of investigating why a sector stopped continuously improving what societies and customers wanted most from community sustaining banking. 

My hope is that if one side infuriates or bores you, then the other will at least appeal to your curiosity. 

	In the 1970s, Bangladesh grassroots networks started to design the world’s 2 most sustainable banking systems - judged from such impacts as saving lives, empowering income generation in local economies and helping children to grow up by maximising their own vocational productivities. In so doing, they have transparently mapped microeconomic infrastructures and collaborative networking solution franchises that can sustain the 21st C worldwide. 

More good news is that while each banking system competes with itself to continuously improve and accelerate the ultimate human purpose of ending poverty, each has a segmented model. Know the model and know a community in need of sustainable banking and it can be simple to choose which system is most relevant without any promotional noise, or other costs that academia’s and mass media’s global gurus are prone to mix up.
Grameen’s model addresses the 1970s conflict of why poor village women in Bangladesh found it nigh on impossible to be income generating however hard they worked. Whilst this was partly to do with loan sharks, it was even more deeply to do with a culture that treated poor village women as incapable of doing anything other than bearing a man’s children.
At the core of Grameen’s system design is a village centre – one for every 60 women. Here, women empower each other and communally organize. They also take small loans and mentor each other in 5 people teams on how to be income generating. They also were invited to save so that after a year or so they have a share in owning the bank. None of Grameen's founders have a share in the bank - they are servants of their members who own 94% of the bank with 6% owned by the Government of Bangladesh. 
Members also voted communally for what they valued as sustaining better futures – 16 decisions on health, education for their children, and cultural respect for each other resulted. In effect, Grameen is part bank and part sustainability club investing in future solutions communities most urgently need to break free of poverty’s chains. 
Principles of Grameen include: ensuring that each new branch reaches out to the poorest first; bring the bank to the people by visiting each village centre once a week. This proximity to need gives Grameen the chance to experiment on community solutions small scale and then replicate big when something works.  Free marketing at its most purposeful and transparently integral.
Some entrepreneurial ideas take very little to start up. Early on, Dr Yunus noticed that many village children suffered from night blindness. He was told this was caused by lack of vitamins in their diet. Solution sell carrot seeds in one cent packets. Soon Grameen Bank was the nation’s largest retailer of seeds, and communal vegetable gardens were as numerous as village banking centres! 

YOU CAN HEAR ME NOW

The most revolutionary entrepreneurial advance came in 1996 when Dr Yunus introduced shared mobile phones to the village configured round women entrepreneurs. At a stroke digital divides disappeared and moreover the 140000 grameen centres became one of the most remarkable knowledge sharing  hub networks anywhere. Nearly a decade and a half later, an even more wondrous consequence is that Grameen is a world leading partner in mobile standards.
Another amazing grameen business that has compounded since start up in 1996 is grameen green energy business – which today installs more solar units than the whole of the USA and has recently led the formation of a 15 company consortium to make Bangladesh a world class manufacturer of solar panels

BRAC began microcredit in a different way after having established itself as the world’s benchmark model for grassroots disaster relief and having started informal village schooling, and pediatric services thanks to its own innovation of oral rehydration.
BRAC’s idea was to analyse which rural sectors could be improved to sustain a living wage and then design the whole sector from the bottom up but with tens of thousands of jobs microfinanced. 

Poultry is one of the founding cases. BRAC calculated that traditional village chicken rearing wasn’t paying a living wage. It bred some superchickens capable of laying more than twice as many eggs. However the problem was these chickens weren’t as resistant to village diseases. It turned out that they would need regular inoculation –so 10000 jobs for village para vets were created. Now, there are at least 4 levels of jobs that chicken microfinance banking at BRAC offers; breeding, inoculating, producing eggs in the village, developing the channel for surplus egg distribution beyond the village. That’s hundreds of thousands of jobs all at sustainable incomes. With the whole market owned in trust for the poorest producers this makes other fair trade models look a bit miserly.
Over the years, Grameen and BRAC have become the most trusted brands in Bangladesh- able to choose their own partners in innovation of businesses for or by the poor. From 1997, the replication franchises of Grameen accelerated worldwide thanks to microcreditsummit and the audacious goal of reaching 100 million poorest families worldwide in less than a decade. 
John Hatch on Microcreditsummit:

Behold the largest self-help undertaking in human history—bringing hope, dignity, and empowerment to tens of millions of the world’s poor and poorest families. Behold a movement with global outreach, that has penetrated beyond city slums and market towns to even the most isolated villages. Behold an industry that embraces thousands of NGOs, credit unions, public and private banks, and an infrastructure of hundreds of thousands of community-based peer lending groups that are enabling many of the planet’s most disadvantaged households to generate the additional income and savings they need to keep their children alive, nourished, healthy, and able to attend school..

More recently, with applause on such stages as Clinton Global Initiative, BRAC has been taking its development of whole industry sectors international too with some extraordinary sustainability exponentials in African countries.

Then came the 2006 Nobel Prize for Muhammad Yunus. He surprised the world by speaking not of microcredit but “social business” the sustainability investment model that both Grameen and BRAC have co-created since the 1970s -making Bangladesh the only developing nation whose growth is micro up and collaboratively networked based. An updated tour of the Bangla sustainability method was recently the subject of this BBC blog http://news.bbc.co.uk/2/hi/science/nature/8130130.stm
With Grameen’s emergence as young people’s world favourite global brand, CEOs of corporations can get far better returns on corporate identity and responsibility  budgets by partnering Bangladesh in a life critical innovation than wasteful advertising imagery. 
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The Future Capitalism club of CEOs connected around Dr Yunus increases by about 5 a quarter. 

In the 2010s, it won’t just be global banking sector that finds its most sustainable benchmark was Bangladeshi co-created. 
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To see the mathematical reasons of how and why Bangladesh is the only nation to have published a mathematically robust sustainability investment model., turn to the next chapter.

	How to Avert A Great Depression Through the Hungry 2010s?  

Answer, By Making All Banking Very Much Cheaper, By Norman Macrae

If banks in rich democracies had been truly competitive institutions, at least one of them somewhere would have seized the main opportunity created by the computer. This main opportunity was to make all deposit-banking vastly cheaper than ever before. By this cheapening it should make such banking hugely more profitable. Then further competition would search for the cheapest ways to guide all the world’s saving into the most profitable (or otherwise most desirable) forms of capital investment, thus enriching all mankind.

Instead, during 2008 the total losses of banks in rich democracies – in North America, West Europe and Japan – soared into many trillions of dollars. Fearful for their solvency, these banks virtually stopped lending. The issuance of corporate bonds, commercial paper, and many other financial products largely ceased. Hedge and insurance firms also crashed. Mankind is thus threatened in the 2010s with its longest great depression since the hungry 1930s.

Why? The strange answer seems to be that other happy consequences of modern technology promised to make this cheapening even faster. Call centres in Bangalore vastly undercut the middle class salaries of Midland bank clerk who until the 1950s expensively answered clients’ questions in their branches in the City of London. Cheap mobile phones kept village ladies in once miserable Bangladesh as fully in touch with market prices as is the chief research officer of the First National Bank of Somewhere in California. His weekly salary is still 1000 times greater than the previous annual earnings of that village lady. The cost-effective way of running the old Midland or First National then seemed to be to cut its total salary cost by something like 99%. This did not please Western welfare governments, or the decent chief executives of the old Midland or First National bank.

Awaiting the sensation of a short sharp shock

From a cheap and chippy chopper on a big black block

 – WS Gilbert in The Mikado - why it is uncomfortable to work in an industry which needs 99% redundancies.

Western welfare governments have long preferred to run their banks in high cost cartels, and even invented reasons why this seems to be moral.  Their deposit-banks have usually kept in cash only 10% of the total amount deposited with them. If 11% of depositors suddenly feared that their banks might go bust, this could accelerate a run that would send them bust indeed. Governments therefore thought that depositors would be less fearful if they were assured that the banks were officially and tightly regulated. Actually, this mainly meant that the banks had to hire ever more expensive lawyers so as to escape any crippling consequences from this regulation. The attached quote shows that Samuel Pepys understood this fact of life in his Diaries of July 21, 1662.

I see it is impossible for the King to have things done so cheaply as do other men

 – Samuel Pepys on discovering an important commercial fact of life in his Diary, 21 July, 1662
The decent bosses of the deposit banks felt that the best way of avoiding sacking nine tenths of their staffs was by competing with a very different sort of financing called merchant banking whose earnings and bonuses were far more generous than those given to their own staff. These merchant banks were of peculiarly differing pedigree. In London, it was assumed that they could best be run by families like Barings who had done the job for over 200 years. In the 1990s, Barings went totally bust because one of its hired traders bet much of its money on a hunch that a bad earthquake in Japan meant that the shares of Japanese banks and insurance companies would become more profitable. In Zurich, merchant banks felt it most moral to keep the accounts of their depositors totally secret, especially if these accounts were being used to defraud their own countries’ tax authorities. In 2008 those secretive banks were then defrauded. In Wall Street, Goldman Sachs and Lehman Bros bid up their annual bonuses to millions of dollars for each partner. In 2008 even Goldman Sachs made a loss and Lehman Bros went bust.

A former chairman of the Federal Reserve argues that “fearful investors clearly require a far larger capital cushion to lend unsecured to any financial intermediary now”. He therefore thinks that taxpayers money should be ladled into them to make those investors less fearful. This seems far more likely to make depositors intermittently more terrified and cause any depression into the 2010s to linger on and on.

In the 1930s, the chief economic adviser to the government of Siam was called Prince Damrong. I try always to remember it 

– quote from former director of International Monetary Fund.

One of the few big banks to make a profit in 2008 was the Grameen Bank (which means Village Bank) in that once basket-case country called Bangladesh. 

The rest of this report will examine how this marvellously cost-cutting operation works. Large banks mislending to the rich have run into losses that have created the slump. Politicians, thinking they are saving the world, are mislending huge sums to these mislenders and will eventually make the slump worse.

How to create cost-cutting banks? Begin the story with the crosshead below, peculiar as it may seem.

START IN A STARVING VILLAGE

The Nobel peace prize for 2006 was controversially awarded, in Oslo, to a “banker for the poor” in usually unfashionable Bangladesh. Since the microcredit system pioneered by this Dr Muhammad Yunus really has lifted record millions of Bangladeshi women from the world’s direst poverty, some of the world’s toughest tycoons have thrilled to his stated aim to “harness the powers of the free market to solve the problems of poverty”. 

To his fans’ delight and astonishment, he is achieving exactly that. In the past quarter of a century, his Grameen Bank has lent (without collateral or lawyers) increasing billions of dollars to millions of poor women in the previously starving villages of Bangladesh, and got an extraordinary 99% repayment back. His often illiterate customers have started millions of successful small businesses in unimagined fields like mobile telephone ladies and saleswomen of the world’s cheapest yogurt. All these successes have been won by keeping costs incredibly low. A banking operation that would cost Goldman Sachs $100 in New York or London would cost Grameen in Bangladesh well under 100 cents. 

This is a huge development in human history. Money can now be directly channeled into productive use by the world’s poorest people, while unsuccessful lending to the rich has caused a world slump. How do we switch custom to cost-cutting banks?

During Bangladeshi’s terrible famine year of 1974, Dr Yunus ( who had won his doctorate in economics in a free market American university, which most founders of banks have not done)  came back to his 1940 birthplace of Chittagong, as professor of economics at the university there. He started lecturing on his republic’s 5 year plan, which like most 5 year plans was economic nonsense. In search of reality he took a field party of his students to one of the nearby famine threatened villages. His group analysed that all 42 of the village’s small businesses (such as tiny farm plots and market stalls) were  indeed going bust unless they could borrow a tiny total $27 on reasonable terms.

The first thought was to give the $27 as charity. But Yunus lectured that a social business dollar, which had to be paid back after careful use in an income generating activity was much more effective than a charity dollar, which might be used only once and frittered away.  The careful use of loans in very small quantities, says Yunus “means that you bring in a business model, you become concerned about the costs, the revenue, how to bring more efficiency, new technology, how to redesign, every year you review the whole thing. Charity doesn’t bring that whole package”.

Mercifully, all those first 42 tiny loans were fully repaid, and lent back. After 7 years of further experiments, Yunus in 1983 founded his Grameen Bank, with a Bangladeshi law celebrating its ownership by the poorest. The priority was to make loans that were desperately needed by those of the poor that did repay them. Indeed, he argues that “access to credit is a human right so long as that credit is repaid”. This is the reverse of the usual banking priority, which is first (and in credit crunches only) to make the safest loans those to the rich that can provide collateral.

In these last 25 years, Grameen has provided increasing $billions of loans to poor people with that astonishing 99% repayment rate. In 2008, it had 7 million borrowing customers, 97% of them women, in 140,000 villages of Bangladesh. Microcredit had by then reached 80% of Bangladesh’s poorest rural families. Over half of  Grameen’s own borrowers had successful small businesses. The women borrowers predominated because they usually are the poorest people in rural Islam and proved best in paying back.

When a Grameen bank manager goes to a new village, he has entrepreneurially to seek for poor but viable borrowers. He earns a star if he achieves 100% repayment of loans, and other stars if his customers are fulfilling most of the 16 guarantees that all customers are asked to pledge, ranging from intensive vegetable growing, through sending all their children to school, to renouncing dowries. A branch with no stars would be in danger of closing, so borrowers rally round with suggestions, such as which unreliable repayers to exclude. Borrowers from the bank who do repay become owners of the bank, and receive incentives such as opportunities for insurance, and for winning scholarships for their children.

A remarkable income generator was the profession of telephone ladies. They borrowed enough to buy a cheap mobile phone from a Grameen subsidiary. They draw fees for phoning to see if more profitable prices for crops are available in a neighbouring village, and from anybody who wants to hire the phone to contact the outside world. This is a job that could only become important in a microcredit setting. The owner of a mobile phone in richer suburbia would not find many customers to hire her set. 

A continuous desire of Yunus is to improve the nutrition of poor children in Bangladesh. In 2006, he seized fame’s opportunity to form the first international social business partnership with a global corporation - the largest French food multinational. This Grameen-Danone test marketed to find what sorts of fortified yogurt Bangladeshi children would like.  Although Danone at first wanted large plants with refrigerated systems, Grameen won the debate to make them small plants which bought local milk. It hired very cheap local distributors who knew which families had children who might buy the yogurt at a few cents a cup. To keep the price that low, Danone had to agree not to pay any dividend from the sales of the yogurt in Bangladesh. but its $1 million investment remains returnable and it has learnt a lot about sales of a new product in poor countries. 

A French water company Veolia is forming a similar social business with Grameen to remove arsenic from Bangladesh’s rural water supply. Some American computer tycoons (including Bill Gates?) may help to find the best way to establish computer centres in remote villages. The telephone ladies will then face competition, but constant competition in new technology is one name of this game.

Nobody is suggesting that Goldman Sachs, when it recovers, should operate precisely in Yunus’ mode. But some competition in sharply cutting costs in most banks will have to be part of the world’s new banking system

As a teenager, Norman began studying economics in (today’s) Bangladesh whilst waiting to navigate RAF airplanes in world war 2. His father-in-law was mentored for a quarter of a century by Gandhi, one Bar of London Barrister to another, on how to end Raj Imperialism. He went on to write over 2000 editorials from the microeconomics perspective of Free Markets & Entrepreneurial Revolution  for The Economist, and in 1984 mapped what  alternative futures micro versus macro economic worlds of the first networking generation will spin www.normanmacrae.com/netfuture.html www.erworld.tv


Celebrating Actions & Learnings of 10 Times More Economical Banking
The world’s most economical banking systems compound win-wins with productivities of customers and sustained investment in communities’ rising exponentials.  Before launching such a system in a place that hasn’t previously supported most people productively, it is first necessary to identify and resolve those situational and cultural conflicts which had spun poverty’s system failure

Thence, operational costs are lowered by replacing conventional banking’s lawyers and insistence on collateral with a hi-trust culture and interpersonal respect in which the poorest are celebrated as having the greatest lost capacity to be income generating. They are caringly and collectively tutored in the human right to affordable credit and rewarded by transparent savings accounts. Womens’ familial motivation to invest in their childrens’ health and vocational education is communally empowered, and channeled through peer to peer village networking and by gravitating world class entrepreneurs whose joy of innovation focuses on life-critical and life-shaping services. 
The importance of 10 times more economical banking is worth noting from a variety of leadership perspectives that have appraised the microeconomics system transformation that Dr Yunus has been at the epicentre of.
Nobel Peace Prize Chairman Professor Mjos: 
“Microcredit is a well-tried and well-founded method that can bring financial services to the poorest of the poor. Microcredit promotes entrepreneurship, and puts each individual poor person, especially women, in the driving seat of their own lives.”

US Congress:
 Dr. Yunus has pioneered a movement with the potential to assist a significant number of the more than 1,400,000,000 people, mostly women and children, who live on less than $1.25 a day, and the 2,600,000,000 people who live on less than $2 a day, and which has already reached 155,000,000, by one estimate;

There are now an estimated 24,000,000 microenterprises in the United States accounting for approximately 18 percent of private (nonfarm) employment and 87 percent of all business in the United States, and the Small Business Administration has made over $318,000,000 in microloans to entrepreneurs since 1992;

 Dr. Yunus, along with the Grameen Bank, was awarded the Nobel Peace Prize in 2006 for his efforts to promote economic and social opportunity and out of recognition that lasting peace cannot be achieved unless large population groups find the means, such as microcredit, to break out of poverty; and

The microcredit ideas developed and put into practice by Muhammad Yunus, along with other bold initiatives, can make a historical breakthrough in the fight against poverty.
India’s Gandhi Prize:
There are few institutions that inspire faith in humanity even in the environment of material greed, soulless careerism, exploitation and pursuit of naked power, institutions that live with the credo that “small is beautiful” even when the world is being besieged by the philosophy of the big. They are the institutions that live with a soul committed to fighting the inroads of global homogenization, seeking to provide succor to the deprived yet diligent common people and proving that unity can work miracles even in an age of growing individualism. The Gandhi Peace prize 2000 is being awarded to one such institution -Grameen - which has been helping the marginalized masses to reject charity and to master their own destiny instead. It has been helping them tap their innate capabilities of entrepreneurship, thereby bringing them hope confidence and cheer. Here is a fraternity of perseverance and service that promotes dignity and adherence to truth. Here is development which enabled millions of women from poor households to acquire a new meaning in life. Here is development with a human face which is not populist but people-centred and which promotes self-help and self-respect, values dear to Mahatma Gandhi.
