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ABSTRACT

This paper argues that at the center of the pedcpfasperous, and flourishing society is not oalgemocratic
social contract between the state and its citizéns,also the service infrastructure of an institat that enables the
access to capital for all of its people, includitmg poor. In 2006, economist and banker Muhammamli¥, founder of
Grameen Bank, won the Nobel Peace Prize for hisrtsfto create economic and social development flelow’.
The guiding objective of this paper is to build ngbe discussion that peace and prosperity arelatted to economic
growth through capitalism fueled by entrepreneyssand funded with credit. The central questioret tsteer the
paper toward this discussion objective include: Hdees capitalism help the poor? What is the vadfiehe
entrepreneur? What theoretical model best dessrilvedit as the tool for economic growth from bé&owhe ultimate
aim is to attribute the success or failure of tlaital society to ethics — that is, the tools we tsachieve the good for
ourselves and for others. Hence, at the root of jprize for peace is not only the ethic of capsalj but the ethic of
economics.

Keywords: microcredit; microfinance; capitalism; ethic of dégdism; ethics

INTRODUCTION

This paper’s central argument is that capitalisrat ts theownershipof or access tahe factors of the production
is the way out of poverty — no other solution has thetagnability to offer tools to recover or to risein being poor.
Stated differently, the creation of wealth is th@yolong-lasting practice of building economic sty in political
economies that understand the phenomenon that teapkeduce the best solutions for society — jobsdpcts,
services, investments. Certainly, the strengtla eiation’s democratic political and economic institns will yield
different results. Results can be measured irouarivays from unemployment rates, numbers of nealldmsiness
licenses issued, to the general levels of happia@ssng citizens, to name a few. | do not suggest simply
exercising capitalism will offer quick economicieflor even long-term prosperity as capitalism feggia commitment
to risk and investment.

The poor have been part of the social structureeshumans formed groups. As a social and policycem,
poverty, that is the severe consequence of beimg, gas been a political agenda item for centuvigh various
responses from complete ignorance, to social welfer work houses, to debtors prisons, to natiamal world aid
programs, to foreign direct investment — all of ethhave had diverse impacts. The literature oftarcludes that aid
programs offer short-term relief rather than lagtielief up to and including poverty eliminationdathat economic
development is most beneficial when the peoplesifciety are productive toward both a local andeggte economy.

This paper’s primary inspiration came from the 2@@@&rding of the Nobel Peace Prize to Muhammad ¥uan
economist and banker who’s Grameen Bank uses tapitas theonly method to alleviate poverty. Yunus’ concept of
microfinancing (or microcredit) has become a maddlition for millions of clients in his home natiohBangladesh to
rise out of poverty through building wealth by ddighing and maintaining small businesses. Ashiechmark for
other micro-lending banks around the world, Yunod his Grameen Bank were recognized for the Nobat® Prize —
why? This paper attempts to answer this questiorutiiraiscussing how prosperity through the micremnise not
only affords the poorest of the poor with importénancing to activate on entrepreneurial goals,dsp, more broadly,
how peace through prosperity can help eliminateviblence and pain attributed to poverty and lat&mgportunity.

! The factors of production include land, labor,italpresources, knowledge, and entrepreneurship.
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The paper approaches peace, prosperity, and the Ieoby framing these three hopeful concepts ifttor
interrelated discussions. The primary methodoklg@pproaches include references to historicallopbphical,
economic, and management literature in a transpdiisary study of the following: part one introduceéhe central
problemat hand — that is, poverty and the implicatione@nomic development; part two examinessii@tionto the
problem by reexamining the theory of capitalism dsddriver — the entrepreneur; part three examthegool for
entrepreneurship to build a bridge from povertyptosperity by understanding Yunus’ peace strategyicrocredit.
Lastly, the paper comments on the ultimate aimcohemic development, that is, the good life — @ 6f prosperity,
health, knowledge, work, ownership, and wealtfihese characteristics are true to capitalismgivel way to the title
of this paper -the ethic of capitalisms where ethics, as we shall discuss further, fereédols toward reaching the good
for ourselves and others.

PART ONE — THE PROBLEM

Poverty’s Implications and the Need for Economic Deslopment
On Poverty

The ultimate end of this paper is to view capitalias the ethit; or the tool for the worldwide poor to gain
momentum out of poverty. As previously stated, ggbw has been a social dilemma for centuries. pbeerty
described here in this contemporary perspectivaotsthe consequential lifestyle attributed to fdustzcieties of the
Middle Ages where life was essentially predestineceither serfdom, military service, or nobility thvivery little
variance in between. Rather, the problem of pgvirtthis discussion refers to the outcome of thedemn market-
driven, trade-associated, class-oriented societibereby the distribution of wealth is most ofterthe favor of those
with marketable skills, access to power (politieald economic), and the drive of entrepreneurshifnat is the
willingness to take a risk to mobilize oneself begdheir current situation. Certainly, this mahdiion is not always
easy or possible. For example, political reginfesughout the world still maintain heavy hands ofigies for wealth
distribution. Should one belong to specific ethimibes not in favor of the current political reginsuch as the recent
ethnic political and economic hostilities in Cotévdire, Africa, access to power via elections, goleducation, and
housing, for example, leave blocs of society withfimancial opportunities to maintain independend grosperous
lives with poverty as their unfortunate plight.

Today’s poor share the common denominator of tble ddaccesgo opportunity thus fueling and sustaining their
economic situation. Opportunities include eduagtepjob market, mobility (in or beyond their vk, city, or nation),
democracy (traditionally recognized as accessdotielns, information, and power), and, most diseotlated for our
case in this essay, the access to economic povergh credit. Certainly the consequences of pggdnabsence from
this accessor connection can be devastating economically, aflgci physically, and psychologically. “The
phenomenon of poverty” argues Bauman, ...does mwrdly] boil down...to material deprivation and bgdil
distress...Poverty means being excluded from whateasses for a ‘normal life’. It means being ‘nptta the mark’.
This results in a fall of self-esteem, feelingssbame [or] guilt. Poverty also means being cutfraffn the chances of
whatever passes in a given society for a ‘happy, lifot taking ‘what life has to offer’. This rd&iin resentment and
aggravation, which spill out in the form of violemtts, self-deprecation, or both. (1998, p. 37).

We must not overlook Bauman's correlation of viglerand poverty — indeed they go hand in hand. thbthe
wars since the end of the Cold War have taken pldmre poverty is most severe”, write Bryant anghpaz (2005, p.
1). Hence, to enjoy a life absent of violence eal with opportunity in all parts of the world,efimportance opeace
must be a constant inspiration as one of the esdltseof poverty’s elimination such that individsafamilies, and

2 Defined from the economic perspective of havingership of assets (large or small) that have exgdaan market value — thus leading to
prosperity (beyond poverty).

3 | present ethics later in the paper in its nafu@aeek translation — that is, definednabit as well as tools toward moral or immoral behavior.

4 Prosperityis a culturally, politically, and economically séive term and covers a wide spectrum of sociatat The prosperity | refer to is
directly related to an individual’s or society’slleative ability to gain and sustain independerroenfaid services by providing themselves with not
just the basic daily sustenance, but having adcess economy, large or small, where income isermoney is circulated, and well-being is
afforded and realized.
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societies who have access to these prescribed topfi@s, have a higher probability of living ingu®, prosperity, and
enjoying a good life. If these opportunities aot realized, the results are disenchanting.

Van den Bosch helps illustrate the consequencésegiroblemat hand — he describes poverty as, “the situation
where people lack the economic resources to realsst of basic functions. Functions are whatragreis or does, e.g.
being healthy, visiting friends, or living in a d#t home...A crucial aspect of poverty is that iemorced” (2001, p.
1). Therefore, if poverty is part of the socialdapolitical norm through enforcement, the likelildoof poverty
elimination is severely compromised. Often it fe tfault of dysfunctional political regimes thatckavision,
accountability, training, infrastructure, and rewes. For example, in Mexico, poverty flourisheisnarily because the
nation’s tax infrastructure is antiquated and cprrrdisconnecting the poor from essential serviedsication, mobility,
and money. Mexico’s dilemma is but a small snapsha worldwideaccessand distribution problem — the results are
that poverty is enforced and tolerated, and, muopbitantly, avoided as a policy agenda item foitjg@dns to conquer.
Capitalism, as we comprehensively discuss in part two, tleeefemains the only solution to fix the problem.

On Economic Development

Politics, that is the struggle for power, or, frdine policy perspective, the allocation and distiifiu of scarce
resources, are but one piece of the problem andisolto the plight of the world’s poor. Every iwat in the world has
a portion of their population that lives at or bela standardized poverty line. Even the wealthystéte democracies,
including the United States, Britain, and Francename a few, are challenged with this allocatiad distribution
dilemma — one that has been a policy agenda iterdefoades, if not centuries. Economic developreanply means
the process where the policies and actions of aetho have political and economic power as weltlaas for a given
society are targeted toward economic growth. H@mea distinction must be identified between thestWnd other
developing nations as they both have divergentpeetives on peace, poverty, and economic developmé&ior
example, Chaudhri asserts, To the affluent sogetsice means more directly the absence of a nualearand
disarmament, the maintenance of higher standartigirg, and the protection of individual freedorito people living
in the developing countries, on the other handc@eaaeans, first of all, the absence of social tigasand political
instability, and escape from misery, poverty, ammder. This kind of peace is hard to attain frdra tleveloping
countries; consequently political and social uncesttinues (1968, p. 370).

Chaudhri paints the harsh picture of reality forngnanations who remain stuck in political and ecommom
underdevelopment. At the time of his writing, 19@& traditional method of providing economic depenent for
nations in need was to provide “capital from owsgburces...this capital was spent on technologinpréavements
brought in [by] the donor or lender countries irtleaxnge for goods such as machinery” (Schrader,,12919). The
results of this type of exchange economic developregolved after the 1970s with the experimentareign direct
investment (FDI) programs where host governmentsidize or encourage international corporationsuitd plants in
their home nation. The corporation will often helgld the necessary infrastructure (water andtetéty lines) for the
plant's construction, hire local labor at or abdeeal competitive wage rates to work for the compaand pay
corporate taxes to the host nation’s governmene &k this type of FDI strategy flourishing in Ghiftndia, Latin
America, Africa, Europe — all over the wofld.

With economic activity in a once poor communitye ttesults can be promising not only by creatingreutar
flow of money, but also the opportunity for smalismesses to be created as tangential, supportdssgis. A licensed
food vendor with his or her cart waiting outsidetloé corporate campus in Bangalore, India, is dlssrample of how
small business enterprises respond to FDI. Likddhge corporation, these small businesses regaaess to capital to
enter into the competitive market — hence credit,roain focus in this essay, is part of the curesfominating poverty.
Economic development has seen different stratemies the years. As described above, in the eals,dSchrader
suggests before the 1970s, “economic growth andniecgrowth were assumed to depend on the growfaobbr

® Capitalism, we must remember, is both a politazad economic system — economic growth is impossibless the political system supports the
market as the source for sustainability.

My focus is on growth and prosperity, and, acamghyi, | do not highlight the negative consequeraféen associated with FDI — pollution, labor
exploitation, fraud, etc. These negative extetiesliof market failure have been the target ofemiion by worldwide organizations such as the WTO
whose intolerance of corporate bad behavior has sigietly enforced.
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inputs(such as direct aid programs) of which capitalinpas treated to be the most important variadl€9{, p. 19).
Entering into the 1980s, the focus from capitaluispfrom the donor nation to factoutputsfrom within the host
nation becomes a new strategy to not only suppdlf But also to strengthen and broaden economieldpwment, up
to and including eliminating poverty. Schrader foons, “the access to cheap credit on the grassrtmtel was
identified as a necessary condition for [this tydg development...the economic rate of return as rtreasure for
success, which included macroeconomic and publnefits such as health, employment, education, eatexffects,
[etc.]” (p. 19).

The evolution of economic development programs strategies has had poverty elimination as oneefythals
from the outset, but the practices have been fotaesliolve. As stated above, the initial processsisted of direct
lending and exchange programs from ‘above’ wherehyional governments would allocate and distribaié
accordingly (capital inputs). This type of develmmt plan most often yields short-term results prim because
sustainable capital outputs are not fully realig@ths, products, infrastructure, etc.) FDI progsaaifer more long-
term, more comprehensive solutions to foster econaoievelopment where the host government, busirsess society
become part of the overarching actors and benaésia In the end, however, no FDI program canasustself without
effective, transparent, and consistent nationallacal political support. Besley and Burgess codtthat, ...the agenda
for growth places greater emphasis on institutiojpallitical] reforms that expand opportunities fbouseholds,
improve the climate for doing business and imprthes accountability of elected officials. The cumreedistributive
agenda focuses less on transfers of money and ororgpecific policies — particularly public servicesedit and
property rights (2003, p. 4).

A consistent theme that appears throughout thesoggrary economic development literature is theedgihg
requirement for credit — credit not only for the IRlpograms, but for those at the receiving end,pther. As we shall
see in part three, credit by way of understandagjtalism, and entrepreneurship in part two, resxaerhaps the most
critical, central ingredient to maximize povertynghation programs through economic developmenb ddonomic
development programs work? One measurement oessomould be from the eyes of the foreign investord the
hosts — certainly the world is saturated with FBtivaty that indicates economic output that waseperhaps a vacant
lot. At the grassroots level, indicated by Schradievelopment success is measured by public hengfich as
improvements in healthcare, employment, and edutatiBut what really helps strengthen the succtsy are the
numbers of the reduction of poverty as a wholecokding to Oyen, “between 1990 and 1998, the [d]dbeadcount
index of poverty has fallen from 29.3 percent ta22dercent, which represents solid progress” (2003). What does
this all mean? The numbers suggest that the ewplpractices above (including the countless povestjuction
programs from non-profits, NGOs, faith-based orgatidns, etc.) have yielded worldwide favorableuhss yet for
policy makers, corporate investors, and the maajettolders [most importantly the poor] connectece¢conomic
development programs, a deeper examination ofélgedkiver of this success is required — capitalisnirepreneurship,
and credit.

PART TWO: THE SOLUTION

Reexamining the Theory of Capitalism and Entreprenarship
On Capitalism

First, we must defineapital, a concept that is often misunderstood, overlyluaad poorly articulated. From the
economic perspective, capital refers to wealthha form of ownership of property or assets thabugh their
productivity and exchange a business enterprigen(fthe corporation to the street vendor) has therpial to yield
gains or profits — simply, revenues minus expenses.

In 1776, Adam Smith, the father of economics, tieathe man who essentially first shaped the conteary
explanation of wealth and its macroeconomic purpcobkaracterized the efficient flow of capital froem ‘invisible
hand’, a hidden, but powerful force where the markehe place for any and all goods and serviGsahded by
society to be exchanged for money between a ‘seippind demander’ and not a ‘visible’ state or gokent that
manages or owns the flow of its residuals, butelafupports and protects its independence thrdughule of law. In
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1927, Professor Morrow conveyed Smith’s theory daghly and eloquently: The two main causes of ttoelpctivity
of modern industry are the division of labor and #ttcumulation of capital. Self-interest is th@laration of both
these key facts. The individual finds it more te imterest to exercise his strength and develspskill in one
occupation and exchange the surplus of what heugexdfor the products of other men'’s skill thamttempt to supply
all his various needs by the labor of his own hahdsce the division of labor. Likewise, the acalation of capital:
‘The principle which prompts to save is the desit®ettering our condition, a desire which, thoggmerally calm and
dispassionate, comes with us from the womb andrreeges us until we go into the grave.” Thus,falfowing his
own interest, as the individual sees it, he ishieming the progress of his neighbors and his naterard wealth and
prosperity...with Adam Smith, the material resouroéthe modern world, and the human traits whicheheneated it,
and attempts to determine under these conditioreseimn consists the happiness and perfection ofrg mat only as an
individual, but as a member of the family, andh# great society of mankind (1927, p. 327).

In essence, economics tells us that capitalistdsotvnership of capital where politics tells ust ttegpitalism is
the system by which predominantly democratic gonemis legalize the ownership of capital and wealtits citizens.

We must not overlook théemocratictheme for the ‘great society of mankind’ is onlysgible when and where
the market described above is ‘free’ — free fromerbuvtaxation, regulation, and free from policiestthrestrict
competition. Freedom, then, is a major ingredfentcapitalism to flourish and yield its benefitsthe poorest of the
poor to the wealthiest of the wealthy. Capitali$raedom, and self-interest have been a philosaplatking point for
centuries from Aristotle 2300 years ago, “critioigihis teacher Plato, thought that common ownenst@ans common
neglect, whereas private property is a stimulum&ximum production and provides the incentivesirdividual and
social improvement” (Gianaris, 1996, p. 19), to kes 17" century argument that “the right of individualsan and
use property freely...gave rise to ideas of politidzrty and the rule of law (Wolf, 2003, p. 48), Milton Friedman’s
1962 assertion on the market and poverty, “...s@$possible [any poverty] program should, whilerapieg through
the market, not distort the market or impede itscfioning” (p. 191) — suggesting here that the tedpnarket can not
only help the poor through its mechanism to prowigalth opportunities, but also, that the market most efficiently
provide relief to the poor.

The list of thinkers who have attempted to artitaikke contribution and destruction of capitalisnioing and, as
demonstrated above, traverses over two thousand.ye@ur purpose here, however, is to directly linpitaism and
its characteristics ahe way out of poverty by attributing both the econorand political classification to help the poor
and disenfranchised to learn how to use, find,@edte capital often from nothing. The list ofdbaeachers, however,
is not as long and specific to our task. We fine tonnection of capitalism to poverty reductionrenprevalently in
more contemporary thinkers and practitioners frarSdto, as described below, to Yunus himself with @ctuatool
or program we shall discuss in part three. Indedth teaches the poor about such solutions asaseltho allocates
resources to the poor to understand, utilize, aagimmize wealth building solutions has been a defmta long time.
Many politicians seeking electoral victories in ithparliaments, congresses, or presidencies, Mti#inocriticize the
current poverty problem in their nation or disttigt relentlessly highlighting statistics that payestill endures and that
drastic measures must be taken (usually redistoibutix policies) to once and for all eliminate pay from their
society. Often this type of policy strategy isepd by the capitalists (those presumably witresgdo wealth) as
socialism — the opposite of capitalism by way aftestowned capital and distribution of wealth — actspolicies are
accepted by the those who need the distributione@thér gain or lose by majority vote come electiay. We see this
type of political economic outcome most recentlyhia 2007 close presidential race in France — épétalist ideology
won, narrowly.

The central argument of this paper asserts thagnppveduction or elimination is not brought abbyt wealth
redistribution policies or by local or global aidograms, but rather that capitalism fuels the itiverfor the poor to
independently attain wealth. Political and ecormpulicies must, however, be designed to sponsppat, and fund

7 A short list of leading thinkers and contributtwshe discussion of capitalism includes Say’syea#l" century supply-side theory, Marx's 19
century class-driven, capital exclusion theory, At&bearly 28 century rational pursuit of economic gain thedtgynes’ government
interventionist theory, to Friedman'’s later™entury free market theory. To the countlessrotbatributors whose names are not listed in this
footnote — my apologies.
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infrastructure for poor people to understand céipitaand exploit its benefits through marketabléiskhat can lead
more effectively to economic growth and prosperit{nfortunately, many of the world’s poor are irck a horrific
state where individuals, families, and entire comities are in no physical, emotional, educatiooalpsychological
condition to simply pick up their capitalism toasd build a bridge from poverty to prosperity. \&&e the ongoing
crisis of poverty reaching beyond capital infrastaue creation regularly requiring emergency aidaa hunger relief,
disease treatment, vaccination care for malariatiiidand the flu, to water purification managemekite see African
relief programs, for example, at the top of poi#tits’ policy agendas. Regardless of the imminesfcine enduring
crisis, once poverty relief has been distributed gestored by effective policy design, implemetatiand evaluation,
the only solution that remains to sustain religbishen build the political and economic and beas@infrastructure that
leads the relieved poor toward wealth opportunitiéfsnot, the crisis, as history dictates, endures

On Entrepreneurship

Assuming that the poor must have outside help fgorernments, corporations, NGOs, and countlessroéitg
throughout the world that bring relief, how do pglimakers, donors, and the poor collectively delignbridge toward
sustainable capitalism? Hernando de Soto helpselgsain the problem of poverty, the need for taj@m, and the
challenge of creating capital out of nothing. histsection | highlight theolutionto poverty illustrating the need for
the poor to learn to become capitalists by creating accessing capital through taking risks — thgles ingredient of
the entrepreneur.

To best understand entrepreneurship we must fiegnae why the poor lack capital opportunities whice see
through a final discussion of capitalism and poyerin his wonderful bookThe Mystery of Capital: Why Capitalism
Triumphs in the West and Fails Everywhere E&#00), Hernando de Soto conveys the essencepithcand its power
around the world. De Soto’s thesis states, “thgomstumbling block that keeps the rest of the @drbm benefiting
from capitalism is its inability to produce capitfh. 5) — indeed a risky endeavor made even mbedlenging when
the consequences of poverty (hopelessness, huager, exploitation, deficient resources, ignoranod)bit progress
of any kind, let alone capital, in everyday lif€omparing the West and the developing nations,ate &ntends the
following:

Developing Nations- Most of the poor already possess the assetsdey to make a success of capitalism...but
they hold these resources in defective forms: hobsét on land whose ownership rights are not ades]y recorded,
unincorporated businesses with undefined liabilitydustries located where financiers and investaBenot see
them...Because the rights to these possessions aagleguately documented, these assets cannotyréadilrned into
capital, cannot be traded outside of narrow ciretbere people know and trust each other, cannosbd as collateral
for a loan.

The West 4n the West, by contrast, every parcel of land,rgvmiilding, every piece of equipment, store of
inventories is represented in a property docuntettis the visible sign of a vast hidden proceas tbnnects all these
assets to the rest of the economy. Thanks toréfieesentational process, assets can lead anbieyigiarallel life
alongside their material existence. They can leel isr collateral for credit. The single most imjaat source of funds
for new businesses in the United States is a mgetga the entrepreneur’s house. These assetdstapravide a link
to the owner’s credit history, an accountable asklifer the collection of the debts and taxes, tmsbfor the creation
of reliable and universal public utilities, andaaufdation for the creation of securities that ¢smntbe rediscounted and
sold in secondary markets. By this process thetWMgscts life into assets and makes them genesgigal (p. 6).

With capital within reach simply by understandihg tvalue of the ‘asset’ whether it is a tangibledjcan idea, a
skill, a tool, or a single dollar, the road to esty of the poor is not as far off as many poliegkers and researchers
contend. In other words, for any business entegptd begin, to sustain, and to flourish, de Sotues that the
capitalist first mustinderstanctapital and, moreover, recognize that capital needs tubkgin and to grow — this fuel
comes in the form of the entrepreneur. The engregur is nothing more than one who takes a rigictess capital to
make a business enterprise produce goods and effiist, for the benefit of their self-interesg.itheir survival, and
then second and most strategically important, éater customers, i.e. demand.
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Central to the movement from poverty to prospeistyreedom — of every kind, of course, within tlagvl On
entrepreneurship, Huuskonen helps portray the itapoe of freedom and the psychological and prddticportance
of taking the risk to build a business especiathoag the poor. He argues, “it seems that the maitive for creating
one’s own firm is to seek autonomy and personadoen. Also, self-fulfilment, achievement, pridecpaftsmanship,
money, etc. are among the most often positive aeguisnfor entrepreneurship” (1993, p. 45) and her latids the need
to avoid unemployment.

To briefly summarize the main idea connecting @isitn, entrepreneurship, and poverty is that weaitist be
the goal of the poor. Wealth, as stated earlienein small forms and can grow. Aid programsttenother hand,
come in structured amounts and have no guarantsestain or grow. Thereforée way out of poverty is through
accessing capital, capturing the value of assatsttaen managing this activity, usually in the faofra small business
enterprise, by embracing competition which requthesfactors of production which include: land & ple as your
location); labor (your daily contribution to thedsavor); resources (supplies and utilities); knolgke (insight of the
market); capital (money and exchangeable assetd)eatrepreneurship (the drive to mobilize throtigk).

Our most famous and first contemporary teacherh matter of the entrepreneur is Joseph Schumpéter
famously argues in 1934 ithe Theory of Economic Developmérdt, “by development, therefore, we shall underdt
only such changes in economic life as are not fbrgeon it from without but arise by its own inifia from within” (p.
63). That is to say, any business enterprisetthatpotential to compete will require the maximaatof the factors
listed above whereby the entrepreneur sees thertopiity to use their skill as a basket maker, bread maker, or tour
guide, or translator, or a street vendor, or a @ar(typical enterprises among developing econonsiegombinations’
as described by Schumpeter) and realizes he ohaheot made a single sale nor has a single dollanove this
venture forward. The important piece of the progpe=quation is that two of the traditional sixcfars have been
exercised — knowledge and entrepreneurship. Téee dd the business exists and the risk and drivealke it happen is
alive. The next ingredient, perhaps the most irgrdrof all, is the will to access capital and mestrepreneurs, as
described by Schumpeter, from the richest to thergsi around the world achieve this accessibifitpaghcredit.

To conclude, we return to Schumpeter who besttifitiss this pivotal scenario: ...the possessor ofthveaven if
is the greatest combine, must resort to crediteifwishes to carry out a new combination, which carie an
established business be financed by returns frawiqus production. To provide this credit is clgdhe function of
that category of individuals which we call ‘capis$’. It is obvious that this is the charactécishethod of the
capitalist type of society — and important enouglsdrve as itgifferentia specifica- for forcing the economic system
into new channels, for putting its means at theviserof new ends, in contrast to the method of aemohange
economy of the kind which simply consists in exsirg the directing organ’s power to command (p. 70)

The overarching goal from the beginning to thisnpdias been to build a theoretical foundation &xatlains the
nature of capitalism and its connection and impu#ato worldwide poverty elimination. At the badehis foundation
lies the entrepreneur, her goal to indeed be frebthe reality that perhaps the only way to atzapital to move
toward prosperity is to get a loan — indeed, adlagrendeavors have required a little to massianfimg — the poor are
not removed from this opportunity as we shall déschelow.

PART THREE: THE TOOL

Accessing Capital through Microfinancing — From Thdes to Yunus

Credit is not new. The poor accessing credit$e @ot new. IrPolitics, Aristotle (384-322 B.C.) writes of the
tale of Thales, a poor man who was challengedgteat wisdom as to his circumstance of his greaérty.

There is the anecdote of Thales the Milesian asdfihancial scheme, which involves a principle ofversal
application, but is attributed to him on accounhi reputation for wisdom. He was reproached ferpoverty, which
was supposed to show that philosophy was of no Aseprding to the story, he knew by his skill iretetars while it
was yet winter that there would be a great hareésilives in the coming year; so, having a litlemay, he gave
deposits for the use of all the olive-presses imo€land Miletus, which he hired at a low price hessano one bid
against him. When the harvest-time came, and mamg wanted all at once and of a sudden, he let therat any rate
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which he pleased, and made a quantity of moneys fieushowed the world that philosophers can ehsilych if they

like, but that their ambition is of another sore I4 supposed to have given a striking proof ofdigglom, but, as | was
saying, his scheme for getting wealth is of unigkegpplication, and is nothing but the creatiomahonopoly. It is an
art often practiced by cities when they are in wafhimoney; they make a monopoly of provisions (EBstnl1995,

Politics, 1.11, 1259a6-23).

The monopoly of provisions, stated by Aristotlethat our friend Thales learned that poverty did stop him
from taking the risk of buying the olive pressess (bapital investment) presumably on margin (c)editd then
enjoying the fruits of the harvest by selling tleished product at market price. Accessing crediile poor is not,
however, as easy as it may have been for Thale® 38@rs ago. Nevertheless, the contemporary cormep
microfinancing, or more commonly recognized as ogoedit, has a unique history. In our final anslys thetool,
that is, accessing credit ‘from below’, the focason the model of microcredit implemented by MuhadnYunus,
founder of Grameen Bank, and its results. Doesauoiedit enhance the building of capital and emerpurship, and,
ultimately, lead people from poverty to prosperity?

Social Capital

Most great organizations, enterprises, people, yutsd and ideas evolve over time. As stated eaxie have
seen the entire centuries-long dialogue on powemty capitalism evolve from Smith to de Soto andhaee seen the
practice of economic development evolve from thee1870s strategies of aid from above (governmemdsNGOs) to
the post-1970s strategies of aid from below (bagkor the poor). Microfinancing has evolved aslvegld in fact,
shows parallels to the history of economic develepipolicies described in part one.

According to Johanson and Rogaly, microfinanceoisnecessarily new, but rather different in itdigiconcept
and delivery. For example, the authors describgtbvious lending situation:

From the 1950s, governments and international aitbs subsidized credit delivery to small farmersural
areas of many developing countries. It was assutihadpoor people found great difficulty in obtaigi adequate
volumes of credit and were charged high rates tdr@st by monopolistic money-lenders. Developnfarance
institutions, such as Agricultural Development Bankere responsible for the delivery of cheap ¢rtedpoor farmers.

These institutions attempted to supervise the wsenhich loans were put, and repayment schedules besed on
the expected income flow from investment. Retwrese often overestimated...as a result, loans wees ofot repaid.
The credibility and financial viability of these lsidized credit schemes were further weakened &yte of public
money to waive outstanding and overdue loans attieie time. A dependence on the fluctuating whiofs
governments and donors, together with poor investnadecisions and low repayment rates made manyhedet
development finance institutions unable to susthéir lending programs. Credit for poor people wasisitory and
limited (1997, p. 5.)

From costly money-lenders, high default rates, farahcial management from afar, the credit marketlie poor
historically offers short-term and costly reliefirparily due to the learn-as-we-go tactics amidstices more
concerned with the investors’ and government'srretihan on actually infusing capital and sustdmapowth easily
and cheaply for the poor in need.

One of the difficulties of allocating resources hinit developing nations, is that “of the poor peopteridwide
(those who consume less than a ‘standard’ dolidayg; 75 percent work and live in rural areas. jéutions suggest
that over 60 percent will continue to do so in 202fhereas micro-level evidence shows high rural epiyv
persistence...” (Mendola, 2007, p. 373). Furtheslleimges deep within both urban and rural pooretms is the
absence or deficient utilization of the glue of imescial structures, social capital. Many scholaase recently
discussed the value of social capital as an impbdamponent of the strong society. Perhaps nasblisly, Francis
Fukuyama in his renowned book entiti€dust (1995) describes social capital as citizens’ tinsgovernment at all
levels, trust in social institutions from faith amjzations to the local police force, to trust it neighborhood
associations from schools to the family next dobr.essence, social capital is much like ordinapi@l as it is asset
based; yet, it is often intangible, and can be nmafoundly personal, psychological, and emotionkbr example,
high valued social capital operating successfullyoag the poor includes neighbors or nearby familgmbers
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babysitting each other’s children when one familgnmber is at work at the factory or in the fieldhe tcapital gain is
that the service rendered is traditionally free waital for financial wellbeing.

Yunus, Grameen and the Entrepreneur

At the heart of social capital is the community énid the community-based program that bringstuast to the
tool of microfinancing introduced to the world in its contemporary form1i974 in Bangladesh by Muhammad Yunus.
Recall that pre-1970s models of financing to therpeere poorly managed, too expensive for the paod, produced
unfavorable results. Yunus narrates his famouy st® follows:

Bangladesh had a terrible famine in 1974. | washig economics in a Bangladesh university atithe. You
can guess how difficult it is to teach the eleghpbries of economics when people are dying of buafj around you.
Those theories appeared like cruel jokes. | becardeop-out from formal economics. | wanted tarheaconomics
from the poor in the village next door to the umsiy campus (Morduch, 1999, p. 1575).

Srivastava, also writing on Yunus, completes tharysby putting faces and numbers to the realitywdiat
becomes Grameen Bank. The author writes,

Muhammad Yunus...one day in 1974 met a woman fromallsillage in Bangladesh who made bamboo chairs
for sale. Despite her endeavor, the woman waswiglit barely any profit after repaying the middlemtde money for
the raw bamboos. He also discovered that someedgl® in the village suffered a similar fate andevie debt for a
mere total of $27. Mr. Yunus paid the loan so thay could break free from the lenders. He affered himself as a
guarantor for the poor at the local bank [Yunugddbrms Grameen Bank in 1983]. From that day adwhae
embarked on a journey to eradicate poverty and amppeople deprived of financial services, espbciabmen, to be
self sufficient (2005, p. 45).

The literature on microfinancing is vast and argcdssion on microfinancing lacks credibility withaliscussing
Yunus, Grameen Bank, and the Banks’ standardst-isthlaow the Bank produces results such as, “sbingercent of
Grameen Banks’ microcredit program members raigensielves out of poverty within four years of joipithe
bank...some 94 percent of those who meet its criemhtake up loans are women...borrowers keep repégnat a
rate of some 98 percent...Grameen Bank lends $3®mal month to 1.8 million borrowers” (Srivastapa46).

There are two phenomena interacting which illustriite essential success factor of why microcreuiws
measurable results — results that both distribageital more successfully than the pre-1970s methadd, more
importantly, move people from poverty to prosperifyhese phenomena are: the Bank’s lending cri{ereating asset-
based social capital) and the will of the entrepter{the risk to move beyond one’s current situaidmarily through
owning and running a small business enterprisepsdhted here is an overview of the Bank’s famaasnegotiable
standards that have become the benchmark for mamg-tending firms around the world. They are:

. Groups of five self-select themselves; men’s andhex’s groups are kept separate but the membersioigée
group should have a similar economic background.

. Membership is restricted to those with assets wiedh than half an acre of land

. Activities begin with savings of Taka 1 per week person and these savings remain compulsory thimitg
membership

. Loans are made to two members at a time and musipaéd in equal installments over 50 weeks

. Each time a loan is taken the borrower must pagrcpnt of the loan amount into a group fund

. The group is ultimately responsible for repaymétite individual defaults

. Between five and eight groups form a ‘developmenmttie’ led by a chairperson and secretary andtadsis/ a

Grameen Bank staff member
. Attendance at weekly group and center meetingsngpeilsory

8 A brief note on criticisms of microfinancing comaimg the term itself and results. The term habee known more commonly as microcredit,
simply a loan. Some contend thmaicrofinancingis more appropriate for it includes lending, irtirgg, and saving programs as well. | agree with
this criticism and would want to see the poor begidiversify their capital portfolios. Secondig,their recent bookGood Capitalism, Bad
CapitalismBaumol, Litan, and Schramm applaud the conceptiofofinancing (they use microcredit), but warntthace the poor person begins a
small business, such as bamboo chair making, thiedss owner cannot maximize economies of scalgréovth. | agree in theory, but disagree
from the level of drive, support, and strategigghs of the entrepreneur that is present in so ngtgess stories.
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. All transactions are openly conducted at centretimge
. Each member may purchase a share in the Bank Wakth 100 (Khandker, 1998, p. 23)

Grameen’s standards remain steadfast and firm niaguihe borrower to not only fulfill their debt lfation
having accessed capital from the bank, but, momedeeccess social capital from his or her peadsreeighbors. For
the bank, the strategy is brilliant — the bank Bbamoney to those who commit to the standards wisigitimarily an
education-based (poor people learn how to manageise debt) and social accountability-based prodparar people
learn the importance of social capital and consecge® through the network of their fellow citizens)here previous
loan programs failed due to restrictions from abdtie Grameen (and its competitors) program susceedause of
accountability from within — the society and thdiindual.

The story of the woman Yunus meets selling her fraade bamboo chairs but operating at little to raygim,
captures the entire theoretical discussion througtios essay as it is the bamboo chair producerig/fa true capitalist
as we have described. For example, the lady (v predominant gender maximizing microcredit pangs) owns
the factors of her production. Perhaps the saaiplital and property rights of her ownership areasoclearly defined
as they are in the West, but nevertheless, sheawe®r have connection with her enterprisend (place);labor (her
own); capital (a loan and some revenuegsourcegtools); knowledgegher skill); entrepreneurshigher drive and risk
to bring her talent and product to the market). fentioned above, the first phenomena of successfub lending is
the accessing of the credit itself. The seconthetd of the phenomena is described here wherentinepeeneur — the
idea maker, the risk taker, the enterprise cre#tterscarcity eliminator, the innovator — is redlg person who shows
signs of the ultimate capitalist — that is one walcoesses capital to start something from nothing.

And so, why the Nobel Peace Prize to an economidtrmt a diplomat or philanthropist? The connecid
economic development, poverty elimination, and peas we have discussed earlier, go hand-in-h&umpbara, et al,
write, [The Nobel Committee] recognized Yunus’ idéamicro-credit as a necessary instrument fording peace and
prosperity at the grassroots level. Accordinghte Committee, ‘micro-credit has proved to be andrtgnt liberating
force in societies where women, in particular, hovetruggle against repressive social and econoonditions.” The
Committee noted that there is a direct relationdhgpween poverty, human rights violations, and s@cionomic
instability. Therefore, the struggle against powés part of the struggle for the restoration afitan rights, democracy,
peace, and stability (2007. p. 10).

In 1974, Yunus dropped out of formal economics \itshelegant theories and models — so he says.oriEse
explain reality but the classic explanations foratvhe saw among the poor thirty years ago did pplyato this
difficult, grassroots problem ‘from below’. Yunwa®es in fact design a practical model through Geamehich the
Nobel Committee recognizes as his ‘algorithm’. Elmtribution to peace, therefore, is the now glighenplemented
standard of microcredit that recognizes capitalésrits ammunition to combat the ‘war’ on povertyhaiesults that
bring millions from poverty to prosperity not thighu creative outside diplomacy or world aid fundibgt rather from
within the individual entrepreneur who risks theputation among his or her peers, makes the imeggtof capital,
and strategically adjusts their product line to tihe market demand. In the end, the resultsaueréble for all of the
many stakeholders connected to this algorithm:theker makes a return on investment with the repmad; the
entrepreneur makes a profit from her genius; th@manity is collectively busy at work and thus, wlesisues is
prosperity and, ultimately, peace.

CONCLUSION — THE ETHIC OF CAPITALISM

Peace, Prosperity, and the Good Life

This paper addressed the following three issues:ptbblem of poverty and the implications of economic
development; theolutionto the problem by reexamining the theory of cdisitaand its driver — the entrepreneur; and
the tool for entrepreneurship to build a bridge from poydd prosperity by understanding Yunus’' peace styat—
microcredit. But what about this terathicsfrom the title of the essay? Earlier | defineliet as the tools or habits of
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attaining good (or bad) behavior and outcomes. éxample, if you have good work habits, you consetjy have a
good work ethic.

Aristotle said, “Every art and every inquiry, andhiarly every action and choice, is thought to atrsome good;
and for this reason the good has rightly been deg¢lto be that which all things aim” (Barnes, 198iomachean
Ethics 1.1, 1094al1-3). The guiding and bold argumerthia essay is that capitalismtie way out of poverty. With
the social objective of poverty reduction througk tlevelopment of capitalism through maximizingrgmteneurship
by using credit, this unique combination ‘from belohas yielded results such as worldwide statistipaverty
reduction, global economic development, and a Nétegice Prize for the chief innovator of the metlhagio Hence,
let us add a new concept to the dialogue of econal@velopment. | propose that teihic of capitalismtherefore, is
not a complicated, elegant theory or concept, hther it is a simple guide for understanding. t&idy ingredients
include capital, entrepreneurship, and credit éndnly requirement is that it is aimedtla¢ good As illustrated in the
discussion of this essay, the results of the implgation of theethic of capitalisrare favorable both for the individual
and society. Beyond new business enterprisess, riskd progressive movements out of poverty, intashomentum
can be attained where the entrepreneur, that isdpéalist, can enjoy the fruits of a multi-staklfer movement —
peace, prosperity, and the good life
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