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Philie Auerswald and Mirz'am Schb’ning

Learning from the Future,
Innovating in the Present

Change is the global constant. Previous generations coped with change just as we
do today. However the pace of change, and the magnitude of uncertainties change
creates, are greater now than they have ever been.

In the past, leaders could be content to manage the future. Today, learning
from the future is imperative.

In the past, leaders could be content to adapt to change. Today innovation is
imperative.

In this special edition of Innovations journal, prepared for distribution at the
World Economic Forum on the Middle East 2008, we have compiled three essays
and five stories that illustrate what it means to learn from the future, and what it
takes to innovate. Together, the insights in this volume trace a path from present
challenges toward a future of prosperity, balance, and resilience.

As Klaus Schwab and Pamela Hartigan remind us in their essay, old barriers
dividing public and private "sectors" are no longer relevant. Today's social innova-
tors come equipped with a business case. Public and private organizations join in
the shared mission of creating value for people in the places that they serve.

Fadi Ghandour calls for partnership as the way forward. Partnership means
not just bringing business and government to the same table; it means getting
business and government together in the field, engaged jointly in addressing the
most urgent public challenges.

We have borrowed our title from a phrase in a letter written by Ibrahim
Abouleish when he left Austria for Egypt in 1977 to found Sekem. Ibrahim
Abouleish returned to his homeland with a vision of a garden in the desert. Today,
that vision has translated into a thriving reality. As Ibrahim and Helmy Abouleish
note in the conclusion to their case, opportunities to build literal, and figurative,
"gardens in the desert" exist all around us.

+ A vibrant school and community resource center serving a disadvantaged neigh-
borhood is a garden in the desert; it is Ruwwad.

*+ A program on entrepreneurship that creates opportunity for youth that might
otherwise have confronted despair is a garden in the desert; it is INJAZ al-Arab.

* An organization that provides financial, health, and educational services to the
underserved people of an entire nation is a garden in the desert; it is BRAC.

We hope that you will find in this collection not only information to plan, but
inspiration to act. Social entrepreneurs are in all of our communities, innovating
and learning from the future. We are all enriched when we learn and innovate with
them.

© 2008 Philip Auerswald and Mirjam Schoning
innovations / World Economic Forum in the Middle East 2008 5
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Bi! EORCﬁ School of Public Policy

UNIVERSIT

“How 1s entrepreneurship
cgood for economic growth?

This question would seem to have a simple answer:
Entrepreneurs create new businesses, and new businesses in
turn create jobs, intensify competition, and may even
mcrease productivity through technological change. High
measured levels of entrepreneurship will thus translate
directly mto high levels of economic growth. However, the
reality is more complicated. If, by entrepreneurship, one
allows inclusion of any type of mformal self-employment,
then high levels of entrepreneurship may actually mean
either that there are substantial bureaucratic barriers to for-
mally creating a new business, or simply that the economy 1s
creating too few conventional wage-earning job opportuni-
ties. Under these circumstances, we might reasonably
hypothesize that high levels of entrepreneurship would cor-
relate with slow economic growth and lagging development.
For the past two years I have been the chair of the
research committee of a multi-country survey effort known
as the Global Entrepreneurship Monitor (GEM) project,
which has begun to make headway in understanding how dif-
ferent types of entrepreneurship affect development...”

Zoltan Acs, “How is Entrepreneurshp Good for Growth”
Innovations, volume 1: number 1 (Winter 2006)
full text at http://www.mitpressjournals.org/toc/itgg/1/1

ACS | AUERSWALD | HarT | HAYNES | MCNEELY | STOUGH

ENTREPRENEURSHIP, TECHNOLOGY, AND INNOVATION
SOCIAL ENTREPRENEURSHIP
REGIONAL ECONOMIC DEVELOPMENT
ENTREPRENEURSHIP AND PUBLIC POLICY

4400 UNIVERSITY DRIVE, MS 3C6, FAIRFAX, VA 22030 USA
HTTP://ENTREPRENEURSHIP.GMU.EDU/
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Klaus Schwab and Pamela Hartigan

Social Innovators with a Business Case

Facing 21st Century Challenges
One Market at a Time

If there is one thing about which public and corporate leaders around the world
today can agree, it is the ever-growing importance of innovation. The search for
innovative solutions to the world’s myriad local, national and global challenges has
become a clarion call rallying people across multiple borders defined by nation,
industry, and academic discipline. Yet policy making reflects deep ambivalence
about innovation. The cheerleading over innovation exists in contrast to the myr-
iad institutional, legal, regulatory, and educational impediments to the work of
innovators.

While not innovation experts, we have been privileged to interact over a span
of decades with the some of the world’s most recognized innovators—from those
working at the grassroots to those at the helm of new industries. This has provid-
ed us with some perspective on the nature of innovation and the hurdles innova-
tors face daily as they search for ways to disseminate their approaches and prod-
ucts.

Education is a good place to start. A society’s capability to innovate arguably
begins, or possibly ends, in school.' For the vast majority of primary schools,
among the qualities of a “star” pupil are tidiness, adherence to rules and directions,
and good behavior. In the later grades, outstanding achievement is measured in
grades, standardized test scores and sometimes, the number of extracurricular
activities undertaken. These constitute the ticket to acceptance to top schools pro-
ducing the world’s elite. But it is not clear that this is how to develop the talents of
tomorrow’s innovators.

The educational system is reinforced by employment policies in most govern-
ment institutions and corporations. When reviewing candidates, recruiters invari-
ably look for evidence of academic achievement and a steadiness that produces
good exam pass rates and grades rather than for experiences that might suggest a
candidate is innovative and inspired, perhaps even rebellious. This is because most

Professor Klaus Schwab is the Founder and Executive Chairman of the World
Economic Forum and Co-Founder of the Schwab Foundation for Social
Entrepreneurship. Dr. Pamela Hartigan is former Managing Director of the Schwab
Foundation and Founding Partner and Director of Volans Ventures.

This essay originally appeared in volume 1, number 4, of Innovations.

© 2006 Klaus Schwab and Pamela Hartigan
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organizations have a low tolerance for mistakes. Risk-averse societies and organi-
zations keep people from failing. They also keep them from trying. And the key to
successful innovation is initial failure and persistence.’

It is hardly surprising, then, that among the commonly shared experiences of
successful innovators is the recollection of having been described at some point as
crazy, not just by acquaintances, but by family, friends and close colleagues. Almost
by definition, innovators are mavericks. Most organizational structures and their
corresponding managers and civil servants deal with what is. Innovators do exact-
ly the opposite. They focus on creating things the world has never seen. They sys-

tematically disregard bound-
aries—whether of nation, aca-
Whll e th ew 01'1 d Cl Amors fOI' demic discipline, 'or social sta-
tus—to the predictable annoy-
innovation, it tends to deprive  ance of those who consider it

. their responsibility to keep
innovators of the resources boundaries in place. An irony

and recognition that would results: While the world clamors
.. . . for innovation, it tends to deprive
maximize their POtentlal to innovators of the resources and
transform societies for the recognition that would maximize
their potential to transform soci-

better eties for the better The challenge

of innovation in the 21* century
is therefore also about reshaping
societies to be not only tolerant,

but actually welcoming, of innovators.

In the case of the innovators using technology on which this journal focuses,
past innovation heroes had their impact on business. From the individual bril-
liance of Thomas Edison came the global powerhouse that is GE; from the unique
inspiration of Kiichiro Toyoda came the car company of today that continues to be
a global standard setter. In the coming century, however, the greatest opportunities
for innovation exist in domains of public service heretofore left to governments.
Social innovators who have taken a business perspective today are pioneering new
approaches and helping to map out future markets where most would only see
looming problems and risk. In doing so, they are the harbingers of the biggest mar-
ket opportunities of the century. And history suggests that they have at least as
much chance of shaping the twenty-first century as many of today’s great incum-
bent businesses. On current trends 75% of 2001’s Standard & Poor’s 500 will have
disappeared from the S&P index by 2020. In their stead, companies unheard of
today, using new business models, will be delivering products and services to new
and existing markets, dislodging incumbents who have not been able to innovate
fast enough to keep up with 21st century needs.’

Already today, there are hundreds of such innovators who are reaching new
markets, serving unmet needs, and creating new supply chains. This journal
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recently profiled KickStart and its founders, Martin Fisher and Nick Moon.
Kickstart designs, produces and sells appropriate technologies to rural entrepre-
neurs in some of the world’s poorest markets, allowing them to start small-scale
businesses. In 2005, KickStart sold over 8,400 pieces of equipment that helped start
5,964 businesses generating an additional $5.3MM in annual profits and wages for
new businesses. Martin and Nick have ventured into territory no mainstream com-
pany would dream of entering—and in doing so, they have paved the way for a
new group of producers and consumers to emerge.

Dr. Devi Prasad Shetty is meeting unmet needs of a different sort through an
innovative business model in health. An Indian cardiologist, Shetty’s organization,
Narayana Hrudayalaya, strives to make sophisticated healthcare available to all in
India. His network of hospitals is able to provide 60% of treatments below cost or
for free, thanks to drastically reduced costs resulting from high volumes, innova-
tive cost saving methods and donations. A network of 39 telemedicine centers
reaches out to patients in remote rural areas. Two health insurance programs pro-
vide coverage for 2 million farmers at Rs 120 per year (USD 3). Again, innovators
lead the way in coming up with business models to provide quality health care for
the poorest who cannot afford it—while sustaining and growing the enterprise.

In Nigeria, Isaac Durojaiye has both created a new product and tapped into a
new source of labor. His company, Dignified Mobile Toilets (DMT) is the first
manufacturer of mobile toilets in West Africa. DMT makes, installs and maintains
thousands of public toilets in Nigeria through a franchise system providing job
opportunities to members of youth gangs that oversee the daily maintenance of
the facilities and keep 60% of the profits. The toilets are placed in high traffic areas,
such as bus stations and markets, where there is a high demand for sanitation facil-
ities. Thus, DMT offers an alternative to current widespread and unhygienic prac-
tice of using the street as a toilet. It also aims to attack the unemployment situa-
tion, particularly among youth. More than half of the population of Nigeria is
under 35 years of age, and many are unskilled. While Nigerian employment statis-
tics are under debate, it is believed to be in the range of 17%, with an even higher
rate among urban youth. Up to 55% of the unemployed are secondary school
graduates, underlining the fact that education and skills do not guarantee employ-
ment.

Sub-Saharan Africa is not the only region where new solutions are needed to
address emerging models of participation in the work force. Sara Horowitz is
spearheading a form of portable unionism to promote the interests of the growing
number of independent workers in the United States. Unlike traditional trade
unions which are limited by law to employees of workplace-based organizations,
Working Today, founded by Horowitz, provides flexible and portable benefits
applicable to an increasingly mobile and decentralized workforce adjusting to the
changing contours of the U.S. and global economy. It has built a membership of
16,000, including 10,000 independent workers who receive health insurance. Its
model could be expanded to address the needs of the more than 30 million inde-
pendent workers across the U.S.—and beyond.

innovations / World Economic Forum on the Middle East 2008 17
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The more acute the societal challenge, the greater need for an innovation-driv-
en societal transformation. Global climate change is number one on the list in
terms of the magnitude of the challenge and in terms of the scope of the required
response. The climate challenge in this century will not be solved by changing
power plants, designing new automobiles, or reformulating gasoline. It will be
solved, and must be solved in this generation, by people changing their behaviors
and their institutions. National policies, corporate programs, venture financing
and consumer behavior will all contribute. But if they are counted upon to be the

drivers of change, that change sim-
ply will not occur. To catalyze the
shift, the general population must

The more acute the societal be spurred to action, in turn pres-

suring governments.
Challen.ge’ the greater. need One such catalyst is Yann
for an innovation-driven Arthus-Bertrand, a photographer

who has demonstrated through
creativity and perseverance that
there is no real North-South divide
when it comes to environmental
threats. Bertrand produced a series
of extraordinary books, exhibitions and films introducing us to our planet from
the air. Like most innovators, he is unrelenting. He has taken over 100,000 images
just to put together “Earth from the Air.” As one of his colleagues put it, “With him,
I learned that nothing is impossible. People will tell him ‘No’, and he hears ‘Maybe’.
And herein lies the strength of such innovators—and their common bond. The
word “no” doesn’t exist for them. As Barry Coleman, co-founder of Riders for
Health,* has quipped, “There is nothing as motivating as when someone tells us ‘It
can’t be done’. It is our call to action.”

What set of incentives will lead to the deep diffusion across society of the capa-
bility to innovate and the inclination to respect and value innovators? The first
place to start is to step beyond paying lip service to the importance of innovation
in the public interest. Acknowledging the role innovation must play in addressing
the challenges of inequity is a prerequisite. But to date, and except in a small num-
ber of wealthy countries, such as the U.S., U.K., and the Scandinavian countries,
governments have played a modest role in financially supporting innovation, par-
ticularly when directed towards social transformation.

The vacuum has been only very partially filled by venture capitalists, private
investment, and philanthropy—individual and corporate. Thus, among the exam-
ples of social innovators highlighted previously, not one of them secured national
public sector support—other than international aid—when launching their initia-
tives. While one might argue it is better not to be financially supported by a gov-
ernment in the early phases of the venture in particular—because it can compro-
mise the ability to be truly innovative—the existing financing vacuum evident as
these social ventures scale up cannot be filled by wealthy individuals or enlightened

societal transformation.

18 YA plad V1 G, Iy Sl slasiVl sazie oz o dolst dnd



Social Innovators with a Business Case

business alone. Increasing recognition of the importance of social innovation and
the concomitant growth of “philanthropreneurs” may spur more funding flows to
support early stage innovative hybrids focusing on social transformation.

Many, if not most, of today’s social innovators defy traditional legal pigeonhol-
ing as “not-for-profit” or “for-profit” organizations. Rather, they “intersect” across
both—they are social innovators with a business case, so to speak, hybrids that
straddle between a charity and a profit maximizing company. Consequently, many
find themselves maneuvering through a tangled web of legal regulations to identi-
fy what benefits and obligations exist in relation to their enterprise. The fact is that
to date, no country has developed a specific legal model recognizing the hybrid
nature of such organizations and the social and economic functions they serve.

Our fascination with these pragmatic visionaries and their organizations lies
much less in the goods and services they provide than in the catalytic role they play
in triggering innovations in the social sector. Like the business innovators who
come up with major innovations for the marketplace, social innovators are the
mad scientists as it were—working away in their organizations that act like social
innovation laboratories. They test and perfect different approaches, and when
they come up with the most effective and efficient ones with the greatest impact, it
should be government and the corporate sectors’ respective roles to celebrate the
innovation, take it up, learn from it, and help scale it so that all can benefit.
Ultimately, the innovation lies in the models devised for service and product deliv-
ery all along the supply chain—not in the provision of the good itself. It is those
models that others need to take up and replicate.

Innovators in the public interest are the flame that ignites the fire of social
transformation. That flame must be fanned and nurtured by governments, pub-
licly traded and private companies, academia, media and individuals working
together to achieve its promised impact.

1. We recognize that a vast number of children in poor communities must abandon their formal
education after the primary school years. Yet patterns of learning are developed at the primary
level.

2. Thomas Edison is oft-quoted as saying. “I have not failed. I have found 10,000 ways it won’t work.”

3. Richard Foster and Sarah Kaplan, 2001. Creative Destruction: Why Companies That Are Built to
Last Underperform the Market—And How to Successfully Transform Them (New York: Random
House).

4. Working with Ministries of Health and NGOs in African countries, Riders for Health builds local
capacity to maintain and manage motorcycles and other vehicles, enabling health care workers to
reliably service remote areas. As a result, RfH is able to operate fleets of vehicles in the harshest
conditions with a zero breakdown rate for five years or longer. RfH has demonstrated that a prop-
erly managed vehicle under its system will save more than 50% of costs over a six-year period,
compared to an unmanaged vehicle. RfH has been able to lower infant and maternal mortality in
targeted communities. With each motorcycle it runs, 20,000 receive primary health care every
year.
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CAN YOU MEET THE
DOUBLE-CHALLENGE:

OF AN MIT EDUCATION

AND CREATING A PROFITABLE ENTERPRISE
IN A LOW-INCOME COUNTRY?
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Fadi Ghandour

A Partnership for Development

The Middle East suffers from a highly complicated set of problems and challenges
that reflect directly on issues of security and political, social, and economic well-
being. Some of these problems are of a traditional nature with well-known solu-
tions, whereas others have historical, political, and social dimensions requiring
participatory and innovative solutions. Today, we stand at a crucial crossroads
where the choices we make will contribute to the future of the region; we either
head toward poverty and unemployment, or we invest strategically to secure the
wellbeing of promising youth and take part in releasing their full potential.

The strategic interaction option is not devoid of difficulties. If we take into
consideration just the factor of natural population growth, it is apparent that this
alone imposes grave challenges. The World Bank's International Development
Report of 2007 has indicated that youth under the age of 24 make up approximate-
ly 60 percent of the total population of the region. In addition, the major social
challenge will be the need to create at least 100 million job opportunities by 2020
to maintain unemployment rates at their current levels, which are already high.

The countries of the region, within the framework of confronting these prob-
lems, have mainly depended upon the efforts of governments. In addition to con-
trolling both political and economic domains, governments have also assumed
complete control of the social development agenda, which has led to confining the
private sector to providing only nominal efforts through charity donations and
aid.

Until recently, governments have identified priorities, development plans and
policies based on immediate political considerations, after which the private sec-
tor is required to participate financially in the process—and then only to a limit-
ed extent.

The initiatives of the private sector were, and still are, marginal and modest,
and the private sector has not considered such efforts to be within the realm of its
strategic objectives. The efforts of civil society have also, sadly, remained on the
margins of the development process. It is very unfortunate that the efforts exerted
to support government performance have remained feeble with very limited and
superficial effect.

The magnitude and complexity of the challenges, calls for a fundamental

Fadi Ghandour is the founder and CEO of ARAMEX.

© 2008 Fadi Ghandour
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change in approach. It is clear that disentangling the immense social and econom-
ic challenges requires establishing strategic and active partnerships between gov-
ernments, the private sector, and civil society to stimulate the development
process where each party plays a vital role in a framework of coordination, firm

cooperation, and inventive integration.

We believe that an effective development process cannot be realized without a
partnership between local communities, private sector establishments, and gov-

disentangling the immense
social and economic challenges
requires establishing strategic
and active partnerships between
governments, the private sector,
and civil society to stimulate the
development process where each
party plays a vital role in a
framework of coordination, firm
cooperation, and inventive
integration.

ernment institutions. Also it
is important to note that
such an effort cannot be suc-
cessful or sustainable if com-
panies do not achieve eco-
nomic growth that ultimate-
ly benefits them and the
economy as a whole. This
economic growth guaran-
tees the availability of a pro-
ductive, creative, educated,
and prosperous labor force
that participates in the
process of social change.
Effective participation in
sustainable  development
and local community serv-
ice, in addition to eventually
having a positive economic
benefit for companies, is
fundamentally a  civic

responsibility and a national

obligation that both individ-
uals and companies share. We stand before options of which the most important
is our duty and responsibility to shape the future of this region as active partners
in the process of change.

We either allow the region to slip into poverty and unemployment, the conse-
quences of which are all too evident, or we invest in the considerable potential of
our youth and in the core capabilities of the private sector and utilize these in a
process of cooperation and integration that is aimed at advancing and developing
the wellbeing of communities.

It is worth mentioning that Arab companies operating worldwide are now
compelled to support communities within those countries and to adhere to inter-
national standards in this regard. It would not be acceptable that these companies
should serve those communities, while their own countries and communities suf-
fer from high unemployment rates and poverty, not to mention immense difficul-
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A Partnership for Development

ties resulting from political conflicts, wars, and various forms of environmental
pollution.

In my capacity as a citizen and a member of a social and business community,
I believe that the private sector, with the access it has to economic, commercial,
technical, and scientific knowledge, in addition to financial resources and accessi-
bility to markets, owns the tools of change and influence that can and should play
an essential role in the process of social change in the Middle East. Since the activ-
ities that the private sector is engaged in are one form of effective citizenship, and
since the private sector has the
potential and the entrepreneurial

spirit to take risks and be proactive, Ruwwad stemmed from
it can play a vital role in proposing

innovative and practical solutions the belief that ARAMEX has

to the challenges faced within the thical bilit
development process. an ethical responsiviiity, as a

We must also not overlook the pioneering company 1n all
fact that private sector companies,

as profit-making entities, are more ﬁelds, to lead the process of

efficient in driving the process of social investment and
economic development of commu- . .
nities. It is high time we fulfill our Communlty partnerShlp.

responsibility to put forth sustain-
able solutions and utilize our sub-
stantial capabilities to partner with
the government and civil society within a unified framework of common strate-
gies. This partnership will in turn lead to the empowerment and motivation need-
ed for people to unleash their potential capabilities and their proactive natures,
thereby prompting qualitative change and paving the way for sustainable social
development.

It has been said that sharing in the process of social responsibility is a difficult
process that entails many impediments and disappointments.But despite the pres-
ence of some skepticism about its effectiveness, I believe that active citizenship
(notwithstanding the unfortunate absence of its role in our region) has proved its
viability, usefulness, and sustainability in the experiences of many countries
worldwide.

Personally, I consider citizenship a duty and a responsibility, and believe that
activities that reflect the social responsibility of the private sector are a form of
active citizenship. Based on my experience as a dynamic member of the commu-
nity, I believe that collective efforts bringing the government, civil society, and the
private sector to work together in the framework of common strategies to moti-
vate people to take initiative and play an active role in realizing their potential are
capable of producing effective qualitative change in the Middle East.

It is this belief that led to the launch of the Ruwwad initiative in 2005. The

innovations / World Economic Forum on the Middle East 2008 33



Fadi Ghandour

work started with the establishment of the "Corporate Social Responsibility
Department" at ARAMEX in the second half of 2004. The objective was to assist us
in institutionalizing the company's community relations program, which had
started with ARAMEX's establishment 25 years ago and was prior to the spread of
the concept of corporate social responsibility. It became a prerequisite for attract-
ing foreign investment. Ruwwad came about as a continuation of this ethos and
stemmed from the belief that ARAMEX has an ethical responsibility, as a pioneer-
ing company in all fields, to lead the process of social investment and community
partnership.

After extensive research by the Corporate Social Responsibility Department at
ARAMEX in several communities, it was clear that Jabal Al-Nathif was the com-
munity with the most pressing needs. A marginalized neighborhood of 100,000
people, Jabal Nathif is situated in the old center of Amman. When we began our
work there, Jabal Nathif lacked even the most basic security, health, education, and
culture services forcing its youth to become easy prey to drug abuse and criminal
activity. Men in the community were mostly unemployed and women worked
hard to find an income to sustain their families.

It can also be said that the problems that exist in Jabal Nathif are similar to the
challenges faced by marginalized communities in general. The area seemed all but
forgotten and lacked a health center, police station, a post office, a bus service, or
any open spaces or cultural or recreational activities for children. This area, due to
lack of services and outlets for young and old in addition to poor and cramped
housing conditions, had become a refuge for poor families as a result of relatively
low-rent costs. Some of the residents of Jabal Nathif were driven by need and a
lack of income and resorted to accepting charity contributions, or turned to illegal
means to escape their reality through drug and alcohol addiction and crime.
Young people, lacking access to educational and employment opportunities, were
frustrated by their perceived self-image as victims of circumstance.

In that context, ARAMEX started the implementation of the initiative and the
project in Jabal Nathif. The programs were determined through a process of com-
munication and trust building with the residents of the area. After the initial pri-
oritization and implementation process, results started to become apparent on the
ground, and we sought partners in government and the private sector to spread
the concept and transfer this initiative to a more advanced and comprehensive
level. In April 2006, Ruwwad was established as a national non-profit organization
aimed at encouraging the private sector to participate in the development process
with the purpose of empowering community members to prioritize and meet their
needs as determined by themselves. Ruwwad is currently supported by several
companies and individuals from Jordan and the Arab World and is considered the
first and only organization in Jordan that is fully funded by local individuals and
companies.

Raghda Butros, the Founding Director of Ruwwad, worked to translate these
concepts on the ground and it was during those initial prioritization and trust-
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building visits that she conducted for a year prior to implementation, that we came
to know the residents of Jabal Nathif--to communicate with them, and understand
their problems and challenges. We visited their homes, listened to their issues, and
met children who roamed the streets fighting and harassing passers-by. We met
fathers who were unemployed and helpless and some tried to escape their reality
by taking tranquilizers and various kinds of cheap and devastating drugs. Women
were queuing at the doors of charities for a few dinars, not sufficient to buy bread
for their families. We also met many young people who carried their books to the
coffee shop where they worked as waiters to help pay for their college tuition, and
others who could not pursue their studies and achieve their aspirations due to
financial difficulties.

By the end of the year, the field visits had helped shape our vision, in line with
the needs and requirements of this area in particular and urban communities in
general. From the start, our strategy was founded on the participation of individ-
uals from the community in the development process, since we believe that ready-
made and "packaged" answers do not offer sustainable solutions. In addition, our
strategy is based on the principle that the process of change is a self-driven, grad-
ual, and cumulative process and on the premise that working with partners from
civil society and community-based organizations would help us to arrive at a more
complete and integrated process.

Realizing the difficulty of the situation and the enormity of the needs, the plan
that was set during the first phases of launching Ruwwad in Jabal Nathif was a pre-
liminary plan that included securing sustainable funding in order to ensure the
continuity of the proposed programs and projects. Accordingly, a network of con-
nections with companies and individuals from the private sector was established.
In utilizing the potentials of the private sector and its strategic planning capabili-
ties, the private sector became key partners in providing financial resources to
fund the desired sustainable development process in the area.

The restoration of Atika Bint Zeid School was one of the first initiatives under-
taken in the community. This established confidence between Ruwwad and the
residents of Jabal Nathif, as the school was at the top of the list of requests by the
community since it affects the lives of over 700 families in the community whose
children attend the school.

Atika Bint Zeid was one of the first members of the community that sought to
cooperate with us to improve the miserable conditions at the school. The school
was established in 1959 and is a coeducational primary school until grade three
and a girls' school from grade three to grade seven in two shifts. The Ministry of
Education's policies prohibit it from spending money for the purpose of maintain-
ing rented school buildings, and so Atika Bint Zeid School had not received any
periodic maintenance or restoration during the past 49 years! Moreover, the class-
rooms were very small and overcrowded, all of whichled to low attendance and
detriorating academic standards.

The development process at Atika Bint Zeid that was undertaken in coordina-
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""'Shabab.eek" (Wi d ov:s ) m— e ———

Teach, learn, and participate with others . . . these are the basic principles of
"Shababeek" that started with a spontaneous initiative by Mohammed Nitham,
one of the university scholarship recipients who developed a word game with a
group of children to teach them Arabic spelling through play. Mohammed con-
tinued to work with the group for over three months and other workshops start-
ed to emerge. The program seeks to open windows of opportunity for the chil-
dren to discover their talents and skills by exposing them to various kinds of
extracurricular activities based on their talents and interests. These workshops
present children with an alternative to watching television or playing out on the
streets. Volunteers from Jabal Nathif and elsewhere conduct workshops, some
of which help children to learn Arabic, English, mathematics, logic, and geogra-
phy, while others focus on art, theater, music, photography, sports, and crafts.

The program has been able to organize over 30 workshops for 300 children dur-
ing 2007 and the talents and interests that emerged during the workshops are
presently being nurtured and directed through specialized centers or individu-
als.

"I made a doll out of fabric; in the beginning I was embarrassed to say that I
enjoyed the workshop because I thought dolls were only for girls, but then I saw
that there were many other boys with me and it was okay".

Ziyad Allouzi - 12 years old

tion with the Ministry of Education, was not limited to restoring and repairing the
building, adding new restrooms, renewing all the furniture, maintaining the play-
ground, and painting the walls. It also included providing training courses for
teachers on modern educational advances to enhance their capacities in organiz-
ing extracurricular activities with the children.

By the end of 2007, Madaress (meaning schools) became a clearly defined pro-
gram at Ruwwad, with activities that include constructional development of the
schools in the area, training of teachers, as well as supporting the students via the
"back to school" campaign at the beginning of each scholastic year. This program
also covers school tuition fees and provides school bags and stationery for students
who need this kind of support.

In an effort to help young people in Jabal Nathif to access better opportunities
and to encourage them to become agents of change, a program was put in place
that centers on developing their skills and capacities, continuing their university
education, and supporting their economic or social projects.

The hotel bombings in Amman in the winter of 2005 came as a horrifying
shock for everybody who lived through that experience. The bombings shook the
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serenity of Amman. I lost one of my good friends, Mousab Khorma, who was the
Deputy Director of Cairo Amman Bank and who had a vision for, and made con-
tributions to the field of social development in both Jordan and Palestine. As a
result, the initiative that was aimed at supporting youth at Ruwwad, was named
the Mousab Khorma Youth Empowerment Fund, in memory of a person who
cared for young people in particular and the issues of development in general.

During its first year, Ruwwad provided 130 scholarships to students in Jabal
Nathif who wished to attend university and college. Now, the program is provid-
ing 250 scholarships that include educational loans, training courses in computer
skills and the English language, and internship and training opportunities at com-
panies. Moreover, the youth participate in weekly discussions (every Saturday)
through "Dardashat" a program where they discuss issues of interest to them,
whether social, political, economic, or related to the fields of media and the arts.
They also have the opportunity, as part of Dardashat, to interact with decision
makers and government officials and discuss pertinent issues with them.

With the realization that the development process is a participatory process,
and in order to create a reciprocal process of giving, it was crucial to launch an ini-
tiative to activate the participation of recipient youth benefiting from the scholar-
ships, by requiring that they volunteer and give their time to the community. As a
result, each student who receives a scholarship through the Mousab Khorma
Youth Empowerment Fund devotes at least four hours a week to volunteer work
in his or her community.

I attend some of the Saturday Dardashat meetings and take part in the discus-
sions, which have opened channels of dialogue with the youth of the area. Their
stories, related to working with children or neighbors are always a pleasure to hear
and read. It is wonderful to hear that Hamzah was so committed to his volunteer
work at Um Isra'a house that he carried on painting in spite of the rain; or to see
Samar working with a group of children to create a picture using corn, almonds,
and watermelon seeds; or when I listen to Mohammed's creative language games
that encourage children to progress and excel in Arabic. Sharihan's strong state-
ments and liberal ideas during the Saturday meetings capture my attention; and I
laugh when I hear stories about the work of the young people at Um Igab's house
and the never ending layers of carpet that she had collected over the past twenty
years and which they had to remove when renovating her house. I am delighted
when I run into Hiba, an intern at ARAMEX for over a year, on the stairs leading
to my office. Mousab's bold dreams are deeply rooted in Jordan, but his desire for
diversity means that he is thrilled to have the opportunity to travel to the United
States for training next summer.

Shams Al-Jabal Public Library was established in response to the request of the
children of Jabal Nathif. The concept of establishing a public library was linked to
a plan that seeks to allow the children to discover their talents and interests and to
strengthen them. At that time, we were not aware that this library would become
our gateway to the whole community of Jabal Nathif. Children are the key to the
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Jeeran (Neighbors)
We work together because we are partners in responsibility

The evolution of "Jeeran" was a natural progression, which occurred as a result
of the presence of Ruwwad in Jabal Nathif and the fact that we consider our-
selves part of the neighborhood. As part of the program, various requests from
the residents of the community, such as medical, educational, or housing assis-
tance are received, evaluated and followed-up on. In addition, field visits are
conducted to reach out to as many people as possible in the community and
determine the situation on the ground. These visits are very informative and
helpful in identifying the problems of the local community and determining the
root causes through continuous discussions with the people. The visits are fun-
damental in achieving the highest possible degree of integrity and fairness in the
decision-making process in terms of the support we provide whether in terms of
scholarships, home renovations, medical aid, or otherwise.

One of the projects that emerged from this program is "Al-Shuraka'a" (Partners)
which acts as a link that connects those who need assistance with companies or
individuals who are willing to provide such assistance. This project has provid-
ed medical care to more than 100 people, ranging from medication to surgical
procedures, to providing financial support to securing state health insurance for
the elderly. Another project, which falls under this program, is entitled "Jeeran
Al-Shabab" (Youth for Neighbors), which endeavors to improve conditions in
some of the houses that are in need of small repairs to control the problems of
humidity, poor ventilation, and other urgent issues. Ruwwad provides the nec-
essary construction materials needed such as cement, bricks, and paint and the
volunteers who have received scholarships, with neighbors willing to help and
home owners, carry out the work. The program has completed improvements
in 13 houses from the time when it was launched in the summer of 2007 until
the end of that year, and 40 houses are planned for 2008. Using colorful paint
for the outer walls of houses has had a positive effect in strengthening the rela-
tionship between the residents and the place they live in.

neighborhood and they were able to spread the word about Ruwwad to their
friends and families. We were also not sure whether the library would eventually
become a place where the children would actually come to read! At the beginning,
it was more of a refuge for children from the heat of the summer of 2006 and the
bullying of older children. One and half years later, the library is filled with chil-
dren reading books, writing journals, and doing research; a place visited by over
150 children every day, with the number doubling during weekends and school
holidays.
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At Shams Al-Jabal library we endeavor to create the space for human interac-
tion and discovery of knowledge. The concept of establishing a public library was
inspired by the need to have a friendly and interesting place where children can
spend productive time and through which their cognitive needs could be met. The
library fosters the development of children's personalities by allowing them to
acquire and strengthen their skills and advance their mental, social, and intellec-
tual capacities. This is achieved by free reading and writing outside the limitations
of the classroom. The library dedicates a large area for drawing as a tool for expres-
sion and self-discovery. The diversity of activities encourages children to abandon
their fear and shyness and voice their feelings through dialogue within the context
of workshops for educational and non-educational purposes, all of which empha-
size the idea of learning through fun.

The children come up with new ideas for workshops, in coordination with the
students receiving the Mousab Khorma scholarships whom they regard as role
models and mentors. The students receiving scholarships find their experience in
dealing and connecting with children to be an opportunity to discover and express
new abilities within themselves. The joy of positively connecting with others pro-
vides everybody with a chance to explore a new way of dealing with other people
and of looking at their own relationships within their families and at school.

At the Shams Al-Jabal library, you can see children writing their daily journals,
or reading stories or exploring atlases, encyclopedias and other reference books. In
addition, workshops with volunteers from within Nathif and elsewhere contribute
to helping children with their homework and their understanding of mathematics,
English, and Arabic among others.

The establishment of the library and Ruwwad's offices coincided with endeav-
ors to mobilize government support to provide basic services in the community.
We approached Jordan Post requesting the establishment of a post office in Jabal
Nathif through which people could pay their bills and access government loans
and services. Jordan Post's obstacle to starting the post office was the fact they
could not secure a location and so Ruwwad provided the first floor of its building
which is now the only post office in the area.

Advocacy efforts continued with communicatation with the Ministry of
Health to establish a much-needed health center in Jabal Nathif, which was at the
top of the list of requests by members of the community. We reached an agree-
ment with the ministry whereby Ruwwad would make available the space that will
host the health center and the Ministry of Health would provide the necessary
medical staff and equipment and would run the center. The Jabal Nathif Health
Center will be inaugurated in 2008.

In addition, we communicated with the Ministry of Interior to establish a
police station in the area, which the members of the community had been request-
ing for decades to keep the peace and maintain order. This prompted the Ministry
to establish a police station in the community that was inaugurated less than a year
later. These accomplishments are examples of what a partnership between the
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Dardashat

We anticipate that through Dardashat we will be able to bring about positive
change in the attitudes and mindsets of the students who benefit from our schol-
arships. These scholarships are not aimed at simply covering tuition fees, but
rather provide an opportunity for young men and women to meet and discover
who they are and how they can participate effectively in the development of their
communities. Dardashat meetings are held every week, sometimes to hold a dis-
cussion with a public figure, an artist, or an activist, while other times they are
geared at discussing issues of interest on the national or international scene. The
meeting utilizes dialogue as a tool for the young people to listen to each other
and exchange ideas and points of view. Saturday meetings are not only a plat-
form for free speech, expression of opinions, and listening to others.It is a place
to build friendships and discover new horizons that contribute to developing
and changing the way the young people perceive themselves and others. When
students from diverse backgrounds meet, their circle of acquaintances expands
and they are exposed to the experiences of others. Dardashat adds a special
human and cultural dimension to the experience of the students receiving schol-
arships and strives to establish a language of effective communication and dia-
logue.

business community, with its connections and access to decision makers, the gov-
ernment and the local community can achieve in a short period of time.

As an integral part of Ruwwad's strategy to support the communities where it
operates and to build their capacity, the team on the ground was recruited from
within the local area that ensures that we keep our fingers on the pulse of the com-
munity and that our programs continue to reflect its needs and priorities. Despite
the obstacles linked to this strategy, such as maintaining the thin line between the
personal and the professional, and the difficulty of finding individuals with the
necessary practical experience, we were able to form a 25-member team, 80percent
of whom are from within Jabal Nathif and in which every member is an active con-
tributor to the development process of the organization and the community.

On a different front, the magnitude of the challenges ahead revealed itself dur-
ing our rounds and field visits in Jabal Nathif as part of our community outreach
program, where we found that many of the residents of the community live in
houses that are extremely small and lacking basic sanitary service. These visits also
allowed us to better experience first-hand the spirit of the community and the feel-
ing of shared purpose which exists within it. This led to the launching of the
"Jeeran" (Neighbors) Program. The program seeks to activate the role of the local
community in finding effective solutions for the problems facing them through
working with the members of the community not only as beneficiaries, but also as
partners in the development process. The program started with the idea activating
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the participation of young men and women who have received scholarships in
improving the conditions of houses in the area that are most in need. Jeeran has
now become a real symbol of the principle of partnership regardless of financial
resources. Youth lacking financial resources became key participants in assisting
other members of the local community, and volunteerism became a regular and
expected act by the youth of Jabal Nathif.

From the start, Ruwwad's
doors were open for volun-
teers from within the commu-

nity and from elsewhere who By presenting the private sector
are willing to provide techni- as a serious partner and a

cal and educational expertise

to university students and major player in the field of
children visiting the library ial d 1 R d
through a program called soclal deve Opment, uwwa

"Shababeek” ~ (Windows). has paved the way for a real

Through this program, train- . .
ing workshops are held to dis-  Partnership between the private

cover the creative potential of sector, civil society, and the
both the volunteers and the .
participants. During these Communlty

workshops, communication
with the children seeks to help
them discover their dreams
and confront their fears.

The "Dardashat" sessions held every Saturday have given us the opportunity to
meet with students from various Jordanian universities majoring in different
fields. This has generated a new kind of culture, namely, the culture of place and
specializations. Through this program, we meet and get to know some public fig-
ures and to hear new experiences and success stories. It is here that, I discovered
an old concept in a new form. I had never really considered the importance of vol-
unteerism before, but now I've found a true sense of enjoyment in being socially
responsible. It also allowed me to discover my inner self, talents, and skills as well
as spending free time in a more advanced and proactive way, not to mention learn-
ing the skills of constructive dialogue and confidently presenting one's point of
view.

It is worth mentioning here that this initiative has faced many difficulties as
well as resistance from the outset by some individuals and groups within the com-
munity. This was expected as we were strangers to the community of Jabal Nathif
and doubting our intentions was normal since there were no other examples of
similar programs in the area. As time passed however, and with continued inter-
action with the community, and by fulfilling the promises we made and striving to
offer creative solutions inspired by the identity of the area, the residents of the
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community now take it upon themselves to defend the organization and its pres-
ence.

There is no doubt that the continued success of Ruwwad requires constant
hard work and that many challenges still lie ahead, but the results are certainly
worthwhile. This initiative has worked hard to create innovative solutions to meet
the needs of the local community in harmony with their priorities, mobilizing all
parties in the framework of an active partnership where all the roles are integrat-
ed. In addition, Ruwwad has had the foresight to view the local community as an
active partner in the process of change, instead of as a web of complex and isolat-
ed problems.

I can safely say that a new phase has begun, led by the private sector, with a
true realization of its responsibilities to support the process of development.
Ruwwad's programs are an integral part of the daily life of the community in Jabal
Nathif through the partnership program with the schools, Shams Al-Jabal Library,
the Mousab Khorma Youth Empowerment Fund, or Shababeek and Jeeran.

Today, when I have some spare time away from work, I head for Ruwwad. I
recall a question asked by one of the contributors who had visited Jabal Nathif at
start of the project, and who visited us recently. After we took a tour around the
two buildings and the various activities of Ruwwad including the nursery, the fur-
niture repair workshop, the computer lab and others, and after we witnessed chil-
dren of all ages, university students, and more than 25 employees working as
librarians, trainers and social workers, he turned to me and asked: "How could all
this have materialized in just two and half years?!"

When I drive down to Jabal Nathif, by the time I reach Ruwwad's offices, I will
have stopped several times to ask Abu Ali about the latest developments in the
Jabal, and to be greeted by Abu Ahmad, Abu Yahya, Mohammed, Nora and other
friends and neighbors. I have a very busy life and had not been looking for new
friends, but I cannot deny that the experience of Ruwwad has added a new dimen-
sion to my life that I could not have anticipated.

The significance of this project is not limited to the development taking place
in Jabal Nathif or other communities in which Ruwwad is working such as Beidah
in the South of Jordan, and other areas in the Arab World, nor to the impact it has
on the people who are in direct contact with the organization. It goes far beyond
that. By presenting the private sector as a serious partner and a major player in the
field of social development, Ruwwad has paved the way for a real partnership
between the private sector, civil society, and the community There is a partnership
that ensures the sustainability of the development process, and the private sector
plays a key role as an advisor and partner to government and civil society organi-
zations in regards to development policies and programs.
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Ibrahim and Helm)_/ Abouleish

Garden in the Desert

Sekem Makes Comprehensive
Sustainable Development a Reality in Egypt

I have decided to leave Austria to start a farm in the desert in Egypt based
on a holistic developmental impulse for country and people...

For my soul Austria was like a spiritual childhood garden. Now I hope
that the souls of Egyptian people can be revitalized by a garden in the
desert. After establishing a farm as a healthy physical basis for soul and
spiritual development, I will set up a kindergarten, a school, a hospital,
and various cultural institutions. My goal is the development of humans
in a comprehensive sense—educating children and adults, teachers, doc-
tors and farmers.

—Excerpts from Letters by Ibrahim Abouleish to friends, 1977

During the 1920s and 30s, Egypt was wealthy. The Egyptian pound was a strong as
the British pound. While a divide existed between rich and poor, the rich felt
bound by an obligation to assist those less fortunate. Consideration for others,
courageousness, and a deeply moral attitude were characteristics of the Egyptian
people. In part because its population was only 18,000,000 people, Egypt was a
beautiful country, and Cairo a thriving city.

Circumstances changed dramatically, for the worse, during the first quarter
century of Egypt’s independence. Under the rule of President Gamal Abd El-
Nasser, all businesses were nationalized—even restaurants. Once thriving ventures
were soon indebted. Few people enjoyed their jobs; they worked without inner
motivation. Many took on extra side jobs. The whole social structure was increas-
ingly falling apart.

In no domain of economic and social life was disarray more apparent than in
agriculture—for centuries, if not millennia, the source of Egypt’s wealth and a
focal point of its culture. Farmers were forced to use a certain amount of artificial
fertilizer for each hectare of land. This excessive and uncontrolled use of fertilizer

Ibrahim Abouleish is the founder of the Sekem Group. Helmy Abouleish, Ibrahim’s
son, is the Managing Director of Sekem.

© 2008 Sekem
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led to oversalting and compression of the earth, and farmers became financially
dependent on chemical companies. The country’s inheritance laws assigned equal
amounts of land to each inheritor, leading to each generation inheriting smaller
and smaller plots. The farmers could hardly produce enough to survive. Added to
that was the appalling practice of spraying pesticides onto the cotton fields.

The Aswan Dam, completed in 1961 with the Soviet Union’s support, also had
disastrous results for agriculture. Since that time the Nile, which had previously
flooded its banks every summer and spread fertile mud over the fields, had ceased
to be the pulsating heart of Egypt. A year-round irrigation system led to standing
water in canals becoming a breeding ground for dangerous diseases. The hope of
gaining more fertile land through this irrigation system was not fulfilled.
Naturally, the dam made it possible to produce electricity. But this electricity was
mainly used to manufacture the costly artificial fertilizers.

In 1975, Egyptian-born Ibrahim Abouleish travelled through Egypt with his
family after many years as a student and scientist in Austria. The changes he
observed shocked and disturbed him. On his return from that trip, he became
determined to fulfill a pledge he had made to his father when he left Egypt to study
in Europe: he would return to his country with skills acquired abroad to create
enterprises, build schools, and seed cultural institutions.

In 1977, Abouleish purchased 70 hectares of desert land a quarter of a mile
from the banks of the Nile. In 1979, he founded Sekem. Over a period of thirty
years, his initial ventures in organic agriculture were followed by a sequence of
successful commercial business ventures, schools, and medical centres distributed
throughout Egypt. With annual revenues of 200 million Egyptian pounds, Sekem
is among the top producers of organic products worldwide, and the leading pro-
ducer in the Middle East. More importantly, Sekem has demonstrated the viabili-
ty in Egypt of new, holistic approaches to development. Sekem’s initiative in
demonstrating the effectiveness of organic methods in agriculture led, in 1993, to
the government’s banning of pesticide spraying of cotton crops. Previously every
field was sprayed twenty times each growing season, for a total of 35,000 tons
nationwide.

This case narrative describing the founding and evolution of Sekem. In the
first part, Ibrahim Abouleish describes the origins of Sekem, and the multiple chal-
lenges that faced the venture in its first decade and a half of existence.' In the sec-
ond part, Helmy Abouleish, son of the founder, describes Sekem today, and initia-
tives planned for the future.” The conclusion to the narrative is written by Ibrahim.

IBRAHIM ABOULEISH: THE FOUNDING OF SEKEM
A Family Trip

“Wouldn’t you like to join me on a trip to Egypt,” my friend Martha Werth asked
me one day. I had been back to Egypt many times during the nineteen years I had
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lived in Austria, first as a student at the University of Graz, and then as director of
a medical research institute. However, those visits had been focused almost entire-
ly on my family. Martha’s invitation provided me with an opportunity to renew
my relationship with my homeland. I accepted at once, along with my wife
Gudrun, son Helmy, and daughter Mona.

We started our journey in 1975, dedicating much of our voyage to the many
famous  ancient
Egyptian sites in

Aswan,  Luxor, In 1977, Abouleish purchased 70

Karnak, and the

Valley of the hectares of desert land a quarter of a
fﬁ?g;plge‘;ite;cewzi mile from the banks of the Nile. In
modern Egypt that 1979, he founded Sekem. Over a
most affected me. . . e e el
Through visiting period of thirty years, his initial
friends, relatives, ventures in organic agriculture were
and in particular a

jour LORTIO followed by a sequence of successful
acflua;ntance’ I commercial business ventures,
gaine a new .

understanding of schools, and medical centres
ny coumny - - distributed throughout Egypt... Sekem
the changes that has demonstrated the viability in
had befallen the o e

country during my Egypt of new, holistic approaches to
time in Austria, development.

and saddened by
the stark contrast
between the
depressed state of modern Egypt and the greatness, wisdom, and leadership the
pharoahs showed thousands of years ago. I kept comparing what I saw with my
memory of the country during my childhood and adolescence. The new should
have been better than the old, but it was not.

On my return journey to Austria [ sat in the plane and thanked Allah that I did
not live in Egypt, but rather in beautiful and prosperous Austria, with my wife and
two children, and a successful career. And yet I found myself unable to escape the
images and recollections of our visit. I set myself to the task of further researching
the state of the country. The hard facts I confronted upon my return were, if any-
thing, more alarming than the impressions I had gleaned during my visit.

Over time, with the guidance and support of my friend Georg Merckens, I
began to craft a plan, rooted in my affinity with the philosophy of anthroposophy:’
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I would move to Egypt, establish a self-sustaining farm, and then over time add
additional projects focused on education, health, and culture. The farm would be
based on the principles of biodynamic agriculture, which uses compost and natu-
ral preparations to strengthen plants so that they are able to fend for themselves.
The outcome would be a community dedicated to the holistic development of its
workers and all of its stakeholders—a model that could transform Egyptian agri-
culture and act as a force for positive change in Egyptian society.

How did my family react to my decision? My wife Gudrun, an Austrian, loved
Egypt. This strong inner motivation led her to want to join me. I told our children
the story of a man who decided to move to the desert with his family and who cre-
ated a big garden there. Once I had painted the picture in great detail, I suddenly
asked: “And what would happen if we were that family?” Spontaneous shouts of
joy followed. Helmy was sixteen at the time; my mother had already told him of
the many things I had done at his age in Egypt that were not possible in Austria—
like driving a motorbike in the desert. And my daughter Mona, then fourteen, was
in love with horses. In the desert, she would be able to ride as long as she wanted
to. In this way everyone was inspired to undertake the journey.

Founding a Desert Community

On arriving in Egypt I first went to visit the minister of agriculture. I explained to
him that I was looking for a patch of desert, which I wanted to cultivate using
organic methods. It was a sign of his friendliness that this busy man listened to me
for half an hour. After our conversation he asked a ministry employee to show me
some areas of desert I could buy from the state. After all, there was enough desert
in Egypt. “It will be easy to find desert!” said Kamel Zahran, an old, honourable,
high-ranking engineer. First we drove west towards Alexandria. From the asphalt
road he pointed out areas of land for sale which had good access to water. The
minister said he could put in a good word for me if I wanted to buy the land. I
looked at everything, asked about the people living there, about possible energy
sources and whether roads could be built. But inside I remained untouched. This
happened on the first day, and again on the second.

On the morning of the third day Mr. Zahran said he had to visit someone
before we continued our trip, as he was also an agricultural advisor. He needed to
visit a farm northeast of Cairo, at the Ismailia Canal, and asked me to drive him
there. We left the car at the canal, took the ferry across the water, and arrived at
the farm, a large orange plantation. My companion introduced me and explained
my intent. The farmer replied, smiling and spreading his arms to indicate the land-
scape: “You will be sure to find something here!” After Zahran had finished his
visit, we walked across the plot of land, a strip that reached about four kilometers
into the desert, as far as the canal’s water could reach. It was a hot day and the old
man was suffering and walked with difficulty through the rows of trees. Sweat
poured down his face. At the edge of the estate we stood and looked out over the
stony wasteland. He said, “It is impossible here. We are four kilometers away from
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the canal and the desert is still going uphill. We are probably already thirty meters
up. You will never get the water to reach this far.”

While he waited in the shade of a tree, I walked on by myself. The country,
which stretched out barren and empty towards the horizon, was gently hilly. I
liked the fact that it was not as flat as the delta. After a few more steps in the shim-
mering heat a vision appeared before my inner eye: wells, trees, green plants and
fragrant flowers, animals, compost heaps, houses and working people. I would
have to expend a lot of energy to cultivate such an impassable, difficult environ-
ment and to transform this wasteland into a garden! But many jobs could be cre-
ated in the process, and people would have the chance to educate themselves while
creating something healing for the landscape!

I walked back to Kamel Zahran deep in thought, and was immediately greeted
with the words: “It’s too steep, you could never cultivate here.” But I felt I had
been touched by this land; something had spoken to me. When I look back I have
to admit my immense naivete; I had not the faintest idea what it meant to culti-
vate and irrigate land in the desert.

On the return journey I spoke to Kamel Zahran. “You know,” he said, “Let’s
not rush anything! We’ll come back later with specialists who can advise us.” So
we returned. But the specialist quickly delivered his discouraging verdict: the qual-
ity of the soil was very poor and the water supply difficult; there was no direct road
to Cairo and all products would have to be transported via the ferry on the Ismailia
Canal. The general opinion was that the land was not suitable.

But overnight I reached a decision—and by the next morning I knew I want-
ed to buy this piece of land. If biodynamic farming and everything else I envisaged
could thrive in this wasteland and under such extremely adverse conditions, then
it would be possible to transfer this model to easier environments and we would
develop immense energy by overcoming such difficulties!

As soon as I had signed the bill of sale the problems began. When I tried to get
the plans to mark out the boundaries of my seventy hectares of land, I was told that
although the state administered the land, it could not find out about it that easily.
There were no surveying points. I soon noticed that the Egyptian land surveyors
responsible for this area had trouble dealing with plans and committing them-
selves. In those days it took three hours to drive to the Ismailia Canal from Cairo,
and I had to regard it as a favor if the surveyors even managed to arrive at my plot
of wasteland, though they were paid to do so. When I asked Kamel Zahran for
advice, he only said with Schadenfreude: “Didn’t I tell you it wouldn’t work?” But
I was not put off by all this. Quite the opposite: it made it all the more attractive
and strengthened my resolve.

After buying the land I began a period of intense planning. I tried to survey the
700 x 1000 metres myself by borrowing the necessary equipment. I struck iron
poles into the sand at specific spots, and carefully drew everything onto paper. For
ten years, I only had a vague idea of the boundaries, although later corrections
were surprisingly minor.
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First I marked out the roads: I wanted a main road to go right through the
middle of the plot, lengthways from northwest to southeast. I then planned further
roads branching off at right angles to the right and left of that one, dividing the
land into about three-hectare plots for fields. In my mind’s eye the roads were
lined with shade-giving trees. I wanted a thirty meter- wide band of trees to encir-
cle the entire grounds, to protect the developing life of the plants, animals and
humans. I used the image of a cell for inspiration as it is surrounded by a mem-
brane. What the clear blue sky and warmth-giving sun means for a European is a
shade-giving tree for the desert people. They like to spend time in the cool shade,
and at the same time protect themselves from too much sun.

Water is crucial for life to flourish in the desert. I decided to bore wells, one in
the northwest near where I wanted to build the stables, and the second one in the
southeast near the planned houses and living quarters. I left a long strip of land in
the west for a school, a medical center and an institution for movement, art and
social activities. Right in the middle of the grounds I left a space for the business-
es. l intended them to earn profits that could finance the establishment and devel-
opment of the cultural institutions. I drew round flowerbeds on the distinctive
right-angled road crossings to add some artistry to the desert from the outset.

This first plan still exists. When I look at it today, I can see myself striding
alone over the bleak stony ground, sketching and planning, unprotected from the
sun and wind.

Economic beginnings

The biggest question was how to finance the whole venture. Even if we had man-
aged to finance everything up to this point, the grounds were basically still a desert.
Where would we get a new source of income for houses, plants and animals? I real-
ized we needed businesses, where people could earn money to finance the cultur-
al institutions I had planned for the distant future. I tried to find out how I could
use my pharmacological knowledge to produce things for the people of Egypt and
for the export market. It was time to get off my tractor, don a suit and tie and drive
into Cairo to talk to people.

I went to visit Ahmed Shauky, my father’s tax consultant, and asked him to
take over this task for Sekem. I explained my vision in the desert to this elderly,
distinguished man. He turned out to be delighted and very interested. His son had
been following our discussion attentively, and said, “I have heard that an
American business is looking for an extract of the plant Ammi majus from Egypt.
Maybe you could do that!” I immediately ordered a report from the company and
invited the Americans to meet me in Egypt. Until then [ had never heard about this
plant, a medicinal herb for healing disturbances in skin pigmentation. Nor did I
know how to get the extract. The company only wanted the crystallized active
ingredient, ammoidin, which is present in the seeds.

I needed to start learning again. I spent hours in the library until I had found
out all I needed. Ammi majus, known in English as Bishop’s Flower or Laceflower,
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is a wild medicinal plant that grows in both the desert and the delta. A member of
the umbellifera family, it grows about as high as fennel or aniseed and is a weed in
alfalfa fields. I observed the Ammi majus seeds exactly so that once people were
sifting them, I could explain how they were different from other seeds.

I spent many nights planning the buildings for the extraction plant. As part of
this process I became acquainted with Hassan Fathy, who was awarded the first
Alternative Nobel prize and is known for his traditional clay buildings. I deliber-
ated about the machines, calculated the cost of the project, and realized it could
become a lucrative business. So I started building the workshop, bought stainless
steel and constructed machines for the venture. After we finalized the contract
with the American Elder company in Ohio, we had camels and trucks with sack-
loads of Ammi majus seeds coming to the farm for years.

I wanted to enter into a partnership with a bank for this huge project that I
could not finance myself. I chose an Islamic bank recommended by a friend as a
co-investor, as I assumed it worked according to Islamic principles. In Islam, Allah
says that the earth and the ground are only given to us to care for. He alone owns
the ground. It is the same with money: we can only manage it for the good of the
people, but should not call it our own. Allah says that whoever enters into trade
works together with Allah and following his principles should give the proceeds to
the poor and needy by giving up his own possessions. In light of this Islamic eso-
tericism I perceive modern joint-stock companies as inappropriate: they act as if
God’s legacy were their own. The interest and the resulting riches they receive are
not their own achievement, because even intelligence and individual abilities are
the gifts of Allah, even if modern humans think their success is solely due to their
own efforts.

These Islamic ideas appealed to me, particularly the idea that money is not a
commodity that can be bought and sold again with interest. Thus I was happy to
have found an Islamic bank where I could work together in a like-minded partner-
ship—or so I hoped. But it turned out the practices of this so-called Islamic bank
were the same as any other financial institution.

The Sekem Company was established as an investment company right at its
start. Because I needed at least three people to start a company according to
Egyptian law, I included Helmy and Mona in the business, even though they were
still under age. The bank wanted to inspect everything and I had to open my books
for them. The negotiations were tough, and we only succeeded once the bank
director had become sympathetic to the idea of Sekem. We agreed on the bank
having a 40% share of the business. Because Sekem was seen as a foreign compa-
ny the state had the right to some control. The company itself was protected, but
the state had to give its permission for the bank to invest in us. The bank agreed,
got a provisional authorization for the Ammi majus project, and signalled that we
could go ahead with the project. I ordered the first extraction machines from
Denmark and the bank paid for them.

After some time the state investment authority asked to look at our account
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books. It did not want the book value, but the estimated value. So an estimation
committee worked on the farm for several days, re-examined everything and
found that the estimated value was far higher than the book value. This meant the
bank had to pay more for its involvement in the project. But the bank was reluc-
tant to accept this finding, and began to doubt everything and try to get out of the
contract. It demanded back the 150,000 pounds it had already paid out for the
Danish machines, but I needed this money to develop the farm, and could not
spare that amount anyway. Thus we began a protracted struggle. An arbitrator was
employed and it took months for our two lawyers to decide on a third party to
mediate.

During this process a small event shed light on the way the negotiations were
held. One day my lawyer came to me and said, “Listen, if you give the bank’s
lawyer 10,000 pounds then he will accept the estimated value.” “My friend,” I said
to him, “You know me. I will not pay bribes. That does not correspond to Islam!”

Once you have a dispute with one bank, all the other banks and the central
bank know about it. This meant I was always rejected when I attempted to find a
new investment partner for my project. The banks always told me to settle my dis-
agreement with the Islamic bank before further negotiations with them would be
possible.

Then one day a relative visited me and introduced me to an Egyptian who had
just come from Saudi Arabia and had a lot of money. He thought he would be the
ideal partner for me. The man, called Mohammed, became inspired very quickly
and invested 100,000 pounds. But after only two months he came back to me with
the excuse that his wife wanted to go back to Saudi Arabia and he needed his
money back immediately. I had already spent his 100,000 pounds on an important
machine and could not give it back to him immediately. The debts and conflicts
grew! I had met another “friend” during my search for suitable partners, but they
were all people who did not understand my vision and only wanted to make a
quick buck.

It now looked like the Ammi majus project might fail, and with it the farm’s
survival was threatened. I decided to put all my eggs in one basket and went to visit
the director of the Egyptian National Bank. I explained everything to him, and
ended with the words: “If you do not help me and lend me money against the secu-
rity of the land and houses on it, the project will die!” The director of the bank
could immediately see that his money was covered by our contract with the
American company. There was hardly any risk involved for him, and he decided
to finance the project. “Don’t worry about anything else, it’s all settled,” he said.
At long last we could start the contract with the American company.

The dispute with the Islamic bank was only resolved years later. Its pullout cre-
ated great setbacks, as it stopped us from entering a new partnership, and instead
we had to get a loan. In the end we paid them back three times the original amount
to finally have peace. We had to give a piece of land to Mohammed from Saudi
Arabia, who was demanding his money back with threats. This seemed like a great
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loss to me in those days. By now we have bought back most of the land and the
dispute has been resolved.

With the money from the National Bank I started building a laboratory and
the processing rooms to extract the active ingredient, ammoidin. The American
company sent me instructions on how to deliver the substance and my earlier
training in technical chemistry turned out to be very useful. I did nearly all the
experiments necessary for the production process myself. For the extraction we
needed a steam generator, which was very expensive. Then I discovered an old
German wood-powered steam locomotive at a scrap dealer. I had it disassembled
and brought it to Sekem. It still stands at the back of the farm as a kind of muse-
um piece.

The extraction building also needed a chimney, 30 thirty meters high and 40
centimeters around. To build it, we placed single pipes, each four meters long, on
top of each other. I planned this undertaking carefully: we built wooden scaffold-
ing so that the workers could pull the pipes up with ropes and place them on top
of each other. But after only ten metres the scaffolding started to sway and every-
one ran away! Helmy bravely continued helping me with the building. He stood
right at the top and had the pipes handed to him, and encouraged the others to
continue by his example. I supervised the building process continually. The acci-
dents happened when people were left to work by themselves, which was some-
times necessary. For example we bought a tank for the diesel oil needed to power
the steam engine. To save money we purchased an old tank, had it cleaned out
inside and out, and painted like new. The man who sold us the tank wanted the
work to be carried out on-site. A young man went into the tank to clean it from
the inside using gasoline, and then lit up a cigarette during his break—with tragic
results. Such tragedies happened repeatedly when I was not present.

For years we worked well together with the Americans, until one day I received
a phone call from the Elder Company in Ohio asking me to come visit them. Once
in America they offered me the chance to buy the company. They told me the
director had died and his children were not interested in continuing his business.
They were asking a reasonable price, but unfortunately I did not have the money,
particularly as they had failed to pay regularly towards the end. So our mutual
business ended. Despite initial difficulties it had helped me establish the farm, and
I now had to find a new line of business.

Meeting Resistance

Administration in Egypt was extremely complicated and tedious in those days
when I was trying to start the initiative, as indeed it still is now. One time, for
example, I was supposed to explain biodynamic agriculture and composting to the
Egyptian agricultural ministry. When they read my explanations, they decided to
ban the project on the spot. What had I done wrong? After I questioned them per-
sistently they revealed that according to my description bacteria multiply in the
compost, and they were worried that we would infest the whole country. They
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could not permit something so irresponsible. It took weeks to correct this disas-
trous mistake, even to get the professors and administrators back together to nego-
tiate. Then I was told I did not know anything about agriculture as I was not a
farmer.

So I had to argue, provide literature, and explain the process of composting
exactly. I started studying throughout the night so I could offer them answers. By
the morning I had all the answers ready and gradually I was able to persuade more
and more people to trust me on the topic of composting. But I had to work on
each person separately! I learned a lot during this process. But the decision was still
postponed. Meanwhile I continued working on my project in the desert, until one
day the police arrived, saying, “You are not allowed to continue working!” They
declared it was not clear yet whether permission would be granted at all.

For nearly twelve months I had to struggle with huge difficulties, until it all
suddenly changed. The ministry let me know they would send inspectors to the
farm to see how the soil evolved after treating it with compost. A scientist came
and took a sample of soil to analyze. This process was repeated regularly over ten
years. In the end that was the best thing that could have happened, as the ministry
could see our methods improving the soil a bit at a time. I won many friends at the
ministry and never tired of talking to them about my ideas and vision for the
country.

Despite all the resistance, my vision of an oasis in the desert, from which I
could draw water for plants, animals and humans, slowly began to take shape.
Gradually all the tasks were working well together. The trees we had planted were
three years old and had grown to a good height; the greedy goats could no longer
reach them.

But one morning, when I drove to the farm from Cairo as usual, I could not
believe the sight I saw: bulldozers were pulling down thousands of trees. I was met
by soldiers with machine guns and suspicious expressions. I found out that a gen-
eral had ordered our grounds to be made into a military area, even though it was
only through our efforts that there was even a water supply on our land. They
wanted me to leave without further negotiations. This felt was like a declaration of
war! My violent temper emerged, and for the moment I managed to stop further
destruction by protesting loudly and standing fast. But I had to go to Cairo to start
diplomatic and political negotiations to obtain a more long-term solution.

I had already had to spend days in Cairo setting up the administration office.
Now I had to abandon my direct work in the desert for a time and fight to contin-
ue my project. Anwar Sadat, the president of Egypt, was a good friend I had got-
ten to know during our adolescence, so I went to see him. In the government
palace I also met the minister Shabaan, who headed the office of then Deputy
President Hosni Mubarak. I explained everything that had happened, and he
promised to help me. I was so angry and upset that I made everyone’s life miser-
able and repeatedly visited or phoned the minister to hurry up on the resolution.
Still it took weeks before all the military machinery was removed.
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The concept of compensation does not exist in Egypt; the best one can hope
for after a mistake has been made is an apology. The responsible general apolo-
gized for his behavior, and took sole responsibility for it. I accepted his apology.
Later he was transferred to another area. His successor, General Ali Siku, immedi-
ately became my friend. We visited each other and became acquainted. Together
we established a cooperative with single plots of land for officers on three thou-
sand hectares of desert. I had discovered that this had been the original plan of the
transferred general, and he had wanted me out so he could implement his idea on
my land. Now I followed up this idea and discussed it with Ali Siku. I explained it
was not necessary to start this venture on the same land I occupied and had made
fertile. Eventually we agreed on this point and become good neighbors. I helped
him establish the cooperative materially and conceptually. The land surrounding
Sekem was divided into small plots of five to ten hectares for each officer. The
green cultivated countryside visible today around Sekem belongs to this coopera-
tive.

Despite the opposition, I also experienced moments that gave me courage and
spurred me on. Since adolescence I have done regular spiritual work, which gave
me great spiritual energy. I always had a deep inner desire to observe the times of
prayer and to meditate on the verses of the Koran, particularly the ninety-nine
names of Allah. After I encountered anthroposophy I started studying it as well as
continuing my meditations and prayers. I read that for some people everyday life
constitutes a more or less unconscious “initiation,” and that suffering, disappoint-
ment and failure can be seen as a chance to strengthen our courage and inner
steadfastness. Then I felt that the obstacles I encountered were not sent to destroy
me, but to steel my resolve. Such resistance must be met with greatness of soul and
continual energy.

The presence of nature also gave me strength. The dark green leaves of the
trees were gradually starting to enliven the desert grounds around the farm. I
could always find beauty to admire: sunrises and sunsets, sparkling stars in the
night sky, or glittering dew drops on the leaves. I observed that we had more
insects and birds on the farm, attracted by the trees and our good treatment of the
earth. I felt Allah’s creative omnipresence through bird calls and animal sounds,
smells and the wind, and in the blossoming and flourishing around me. The Koran
relates how Adam and Eve lived in paradise before satanic whispers led them to the
forbidden tree and they were expelled. But the Koran promised to return the
Garden of Eden to believers as a most beautiful reward for their devoutness—the
god-fearing will live forever in gardens. “Gardens, in which rivers flow” are men-
tioned more than thirty times in the Koran. The greatest source of joy for people
living in arid surroundings is green gardens, with shady oases and flowers and
trees. It also gave me the greatest fulfilment to watch Sekem flourish.

Export-Led Growth
I was sitting in my office when a lively active businessman from the Greek part of
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Cyprus introduced himself to my secretary. Soon he told me about a project that
he had set up in my birthplace, Mashtul, in Egypt: “I have transformed vast areas
of land into a vegetable producing venture, built a packing house and bought
refrigerated vehicles that deliver the fresh produce to the airport. From there they
are flown to England.”

“Very good, Mr. Takis. And is there a problem?”

“All the Egyptian banks have advised me to enter into a partnership with
Sekem.”

Why?

“Because we people from Cyprus do not know how to deal with the way
Egyptians work, and have suffered financial losses for years because of it!”

Up to that point he had tried to run his business exclusively with workers from
Cyprus. I thought about it: So far Sekem had only produced fresh foods for its own
use. Should we start trading in fresh produce? Listening to him, I realized that he
had been doing something I had always wanted to do: sell fresh produce. Finally,
I asked him, “How do you cultivate the vegetables?”

“With artificial fertilizers and pesticides, of course.”

“Where do you get your seeds from?”

“They are hybrid seeds from England.”

Now two souls were struggling within me. On the one hand, this man had
experience in marketing fresh produce. On the other, I objected to the chemical
methods he used. I made a quick decision to go with the project. His experience
was the decisive factor. Everything else could be tackled later.

Helmy travelled to Mashtul to look around Mr. Takis’s business. He was hor-
rified when he came back. “It’s not a food business!” he exclaimed. “It’s just arti-
ficial fertilizers and pesticides.”

I replied: “Then we’ll have to transform it into an organic farm.”

Together we founded the Libra Company in which Sekem had a 50% share.
We gained much valuable information about logistics and customer care from our
partner. Mr. Takis often came to visit Sekem and we showed him the biodynamic
way of farming and its effects on the health of humans and the earth. He also saw
the damage conventional farming did to the earth and the plants—but the busi-
nessman in him saw profits. In his opinion organic farming made the products
prohibitively expensive.

I asked Mr. Takis to travel to England to find out about the market for organ-
ic produce there. At first he refused, but eventually he was persuaded, although he
returned without much enthusiasm. In the meantime I met with Volkert
Engelsmann, our Dutch business partner, and asked him, “What would you think
if we started producing fresh organic vegetables?” He answered, “That would be
great!” So I asked George Merckens, an expert in biodynamic farming, to come
visit us; we discussed how to establish a business with fresh organic vegetables.
Then we started cultivating vegetables on the other farms belonging to Sekem.

Despite all our previous learning and observing, this enterprise became costly.
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First, it was hard to get seeds for the kinds of vegetables customers wanted. Then
the yield was about one half of what we calculated because of adjustments we had
to make. We also had to inspect for insects frequently. And a sandstorm raged over
the farm for a few days, tearing the greenhouse apart and destroying all our work.

During this time Helmy travelled all over the county providing advice to farm-
ers. Our deficits grew, just because we had decided to do business with fresh
organic vegetables without sufficient farming experience. But we wanted to set an
example for Egypt, to prove it was possible to produce organic food here. Every
time something went wrong, or we looked at the figures, we clapped our hands
together in a friendly way and chanted: “We will manage! We can continue and we
will not give up!” Sometimes we would joke, “If only we had a factory making
screws. We could be millionaires by now with the amount of time and energy
we’ve invested in this project!” We remained certain throughout. With that
amount of commitment, our good spirits would not abandon us.

We founded a new company for the fresh food enterprise: Hator. This branch
of our venture, we realized from previous experience, would need a logistics genius
to manage it, someone who could also assert himself. This person would have to
make sure that the produce was delivered from the fields at a certain time, so it
could be cleaned and packed in time to be shipped. At the same time the necessary
customs documents had to be presented to ensure that the produce would get to
the ships and airplanes to Europe as planned—or alternatively be delivered daily
to Egyptian grocers. The coordination had to be performed with military precision
to avoid the great financial losses caused by spoiled food.

Finally, my wife Gudrun started managing Hator, as she had experience with
novel and challenging tasks. She taught the employees, about seventy young girls,
with untiring commitment and dedication. Her training courses were held in
Mahad, our centre for adult education founded in 1987. There she taught the
hygienic measures necessary for dealing with food, starting with washing hands,
wearing gloves, and using special protective clothing and hats. She checked the
quality of the vegetables the farmers delivered, and made sure they were cooled
correctly. She also ensured that all the necessary processes were performed in swift
sequence.

Eventually we ended our partnership with Mr. Takis by mutual agreement, as
he wanted to follow his own business. We were grateful to have learned about the
requirements of marketing fresh produce from him, and we still remain in friend-
ly contact.

A Successful Demonstration

One day pesticide tests performed on our medicinal plants showed traces of
residues. We were rightly outraged. Where did these pesticides come from? We
were certainly not using them. After excluding a whole range of possibilities we
finally realized that they had been sprayed onto our fields by the dusting planes
that were applying pesticides to neighboring cotton fields up to twenty times a sea-
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son.

Once I realized this I complained to the Minister of Agriculture. “We want to
cultivate organic produce on our farms without using poisons,” I said, “and you
are destroying our efforts. We are powerless against crop dusting!”

He looked at me with astonishment: “What do you want me to do? Is there an
alternative?”

“Stop spraying the pesticides!” I said.

“Do you know what will happen if we do that?” he asked. Only then did I real-
ize that this man was in a difficult position with the chemical companies.

I discussed the problem with Helmy and Georg Merckens and asked Georg
whether he knew of an organic method to protect the cotton plants. He advised us
to study the insects that harmed the plants and to learn their way of life. We asked
an entomologist to explain the behaviour of the insects in question and to find
studies of their developmental stages. Then we asked several scientists how we
could stop these insects from multiplying, using organic methods.

Two Egyptian scientists, Dr. El Araby and Dr. Abdel Saher, helped us by start-
ing to examine the test fields we had prepared for this purpose. They soon correct-
ed this. In a short time the insects were doing less damage than on conventionally
cultivated fields being sprayed with chemicals.

Once we had weighed our first harvest we found we had a 10% higher yield of
raw cotton than the average in the area. This was a result to be proud of and we
attributed it to our methods of biodynamic farming that enlivened the earth and
enhanced plant growth.

Once we thought we had solved the problem, and that dusting pesticides over
the fields was superfluous, we sent out invitations to world’s the first internation-
al organic cotton conference, in Cairo. About 120 specialists attended. As part of
the conference they were able to visit the nearest of the nineteen biodynamically
farmed cotton fields during the harvesting process. Egyptian television also attend-
ed and broadcasted a very positive report—people greatly admired our success.
The agricultural minister had followed our progress with interest and arrived at
the conference with his staff. In his speech he said something to this effect: “You
have my great admiration for your efforts. But who knows if you can achieve such
success again! First you will need to prove your results more than once!” So we had
to continue testing our methods of controlling pests. Every year the minister chose
some of the most polluted areas on a map and said if our methods succeeded there,
he could make his decision. I thought he was acting as a responsible person.

The testing fields were spread out across all of Egypt; Helmy spent all his time
travelling. The fields had to be supervised day and night, and he had to be on site
if quick action became necessary. Helmy’s efforts alone would not have sufficed
without the support of his wife Konstanze, whom I greatly valued. Because of her
upbringing she saw leisure time as important. But here she had to live with the
opposite. She and their four children had to get along without Helmy for long
periods of time; often he would only come home late at night, exhausted.
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After three years we had finished testing and were able to present the results.
The minister kept his word and reacted with courage, ordering the planes to stop
applying pesticides to the fields. First an area of 200,000 hectares was cultivated
completely without pesticides. Then, one year later, this area was expanded to
400,000 hectares which incorporated the entire extent of cotton cultivation in
Egypt. Organic methods of controlling the cotton plant pests were employed in the
entire country.

It is hardly possible to describe the repercussions of this decision. The chemi-
cal industry could no longer deposit 35,000 tons of pesticides on the fields each
growing season. The people involved had opposed organic cultivation and had
gotten the press involved. We took it with equanimity, reacting calmly to any bad
news. | believe the attacks we had to withstand could have destroyed our commu-
nity. I will describe one particularly harsh attack later.

We had succeeded in several ways. First one of the most poisonous chemicals,
had been banned. Dr. El Beltagy of the state agricultural research institution said
in a speech that even if the United Nations had decided that Egypt should practice
pesticide-free cultivation, they would not have succeeded in implementing it! And
the scientists in all the universities of the country would never have come to an
agreement on the matter. It was solely the effort and willpower of the Sekem com-
munity that achieved this healing act for the country.

The “Sun Worshippers”

Before the government banned the practice of crop-dusting planes applying pesti-
cides over the cotton fields, it had established contracts with the crop-dusting
companies and the chemical industry. These contracts prevented the Minister of
Agriculture from agreeing to our demands to stop the spraying after the first year.
But after three years, once we had demonstrated a viable organic alternative on our
test fields, he cancelled the contracts. This was a courageous step. Some people in
the ministry were still saying that we were destroying the country. Naturally we
tried to counteract this view by explaining our work. But during this time I often
prayed silently that everything would turn out well!

A few weeks later articles started appearing in the large daily papers in Cairo
which declared that only the rich profited from organic farming, as they were the
only ones who could afford the expensive prices; this was all highly exaggerated.
Other articles stated that not even the people of rich industrial countries could
afford organic produce—and if even they could not, then poor countries certain-
ly could not. How could hundreds of millions of people in the world be fed if the
crops were not improved by artificial fertilizer? Organic farming was declared to
be a loser’s method. We were even accused of wanting to let people starve. Sekem
was mentioned by name in many articles and I received anonymous threatening
phone calls. But there were also encouraging voices that said: “Don’t give up! You
are doing good work!”

There was a general atmosphere of conflict across the country, and the subject
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became widely discussed, which could only be good in the long run. We noticed
that the attacks did not influence the sales of our companies’ products, even
though they were supposed to damage our reputation. We were called an “elitist
company,” supposedly only catering to Germans.

We were able to cope with all the attacks until one day an extensive article
appeared in the local paper with the title “the sun-worshippers.” A journalist had
visited Sekem without our knowledge and had photographed us standing in a cir-
cle on a Thursday afternoon, at our end- of-week assembly. He asked what we
were doing, and then answered it himself: we were worshipping the sun! He had
photographed the Round House, and mentioned other round shapes in and in
front of the company buildings—according to him they were all symbols of the
sun! Finally he cited a man from the education authority:

Dr. Abouleish stood in front of the class and asked the children: ““Who
is your God?” The children truthfully answered: “Allah!” Then he told
them, “No, not Allah. I am your Allah!” I experienced this myself ...

These were all lies from the supposed education inspector.

For Muslims, worshipping the sun is like worshipping Satan for Europeans.
People were indignant, in turmoil. Something like that in their country! Sekem
workers were harassed: “Is it true? Are you sun-worshippers?” Stones were thrown
at us. The article circulated throughout the whole of Egypt.

Then I got a telephone call from the head of the secret state security police,
who invited me in for a visit. When I entered his office I saw the article lying on
his desk. He pointed to it, and asked, laughing: “What do you say to that stuff?”
Because I did not know his view I waited in silence. He continued: “We here know
that not a word of the accusations against you is true. But I advise you to defend
yourself and take legal action against these people! You cannot let them get away
with these accusations!” Now I had proof of what I had always assumed: Like all
large companies, Sekem also had spies from the state secret services placed among
its workers, because the state feared fundamentalists. I followed his advice and
started a court case against the paper, knowing well it would take years.

Based on this article the prayer leaders in the mosques around Sekem started
to stir up animosity towards us, spreading the word that we did not worship Allah,
but the sun. Among their worshippers were Sekem workers, who knew this was
not true. But nobody would be allowed to stand up in front of all the people and
say something against the imam! I began to fear that the chemical companies had
won after all.

Should we fight against the animosity, or choose another way, one that was
peaceful and took the wind out of the enemy’s sails? I decided on the latter course.
I entrusted ten of my staff members with the task of inviting to Sekem all of the
people mentioned in the article, as well as the mayor and influential sheiks of the
area. We fixed a date and I stressed that everyone was responsible for ensuring that
the people assigned to them actually came. On the Thursday I met up with them
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in the Mahad. They entered, a large group of men in long flowing gowns. I wel-
comed them, offering my hand to shake, which they did unwillingly. But I stayed
calm. Once everyone was seated I asked a sheik to read a verse from the Koran,
which he did with his beautiful voice. Once he had finished I beckoned Sekem
musicians into the room to play a Mozart serenade. Suddenly a man jumped up
furiously, banged his first on the back of the chair, and shouted: “We will not lis-
ten to this work of the devil!” While the musicians bravely continued playing, I
walked up to him and said, “Calm down and listen.” After that episode all the vis-
itors let these “terrible” sounds wash over them.

Once the musicians had left the room I invited the men to express themselves.
One stood up and shouted, “Music and art are forbidden in Islam. The Prophet
said so!” I calmly asked, “Does it say so in the Koran?” “No,” he replied, “the
Prophet said it!” I answered, “I believe every word in the Koran, and also those of
the Prophet. I only need to see it first!” He said, I'll bring it to you.” I replied,
“Good, I'll wait until you bring it!” This is how the meeting started. The atmos-
phere was terribly strained and threatened to escalate out of control at any
moment.

Because of the questions I started telling them that Allah had chosen human
beings out of all of his creations to be his successor. Some of them nodded, because
I verified everything I said with verses from the Koran, quoting them by heart.
Allah says, “We are responsible for the earth, the plants, and the animals.” Allah
had initially given responsibility to the heavens and the mountains, but they had
refused. It was too much for them. Only the humans took it upon themselves.
Now I continued talking about the dead and living Earth. As is written in the
Koran, “Allah is the divider of the seed kernel and the fruit kernel. He can pull the
living out of the dead and the dead out of the living.” (6.95)

Now I experienced the difficulty I had already frequently met when training
the farmers. These people were used to understanding the words from the Koran
in an abstract sense and tended not to think of concrete examples when listening
to them. I now showed them, using appropriate examples, what these verses full of
images could mean for their practical life. I explained about the millions of micro-
organisms and their work in the earth and told them that the living earth was con-
nected to the heavens. Then I quoted the Koran again: “The sun and the moon
pursue their ordered course. Then plants and the trees bow down in adoration. He
raised the heaven on high and set the balance of all things, that you might not
transgress it. Do not disrupt the equilibrium and keep the right measure and do
not lose it.” (55.5-9)

Then I asked: “How can we assist in this connection to the heavens? What is
the essence of a plant? Is it just a seed we place in the earth, or does this seed receive
life from Allah, so that out of it all the different types of plants can grow? Because
Allah says, It is not you who cultivates, but Allah who cultivates. He lets the plants
grow!”

As 1 talked, I paused briefly to allow time for questions. Then I spoke about
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biodynamic farming, about the composting process and preparations for it. I
described exactly how this process enlivens the soil. I explained how we wait for
specific starting constellations before we plant; thus we are inspired by Allah to act
correctly. Then I led the discussion towards the arrogance of science, which states
that it is only physical substances that allow plants to grow, and not Allah. Because
of this people use artificial fertilizers and chemical poisons, ignoring their effects
on people’s health and the consequences of insect infestation.

Suddenly one of the men stood up, came to me and hugged and kissed me. I
noticed that another one had tears in his eyes. What had touched these conven-
tional men? Many were shaken by the concreteness by which one could under-
stand the verses of the Koran. They obviously felt that my explanations had deeply
acknowledged their religion.

Over the course of the day, the grim bearded men who had arrived in the
morning became my guests. They said their farewells heartily and with deep feel-
ing. I knew they would meet again on Friday in the mosques and would spread the
word about the mistake they had made. I let them go with the words from the
Koran: “If someone comes to you and tells a rumor, then do not believe them, but
verify it yourself.” They passed this message on exactly. They explained that Islam
lives deeply in Sekem, as nowhere else in the country. And to commemorate their
visit they gave us a plaque, written in beautiful calligraphy in golden letters: that
the community of sheiks verifies that Sekem is an Islamic initiative. The plaque
now hangs in the entrance area of the school.

Creating institutions: “New ways of working together”

Shortly before my 49" birthday I became seriously ill for the first time in my life.
This development seems quite obvious to me in retrospect, after seven years of
establishing a venture and rarely getting enough sleep. All the years I had worked
out of a feeling that I needed to give the Sekem initiative enough of my excessive
energy. Now I realized I had limits.

On the night of March 21, I awoke with a stabbing pain somewhere near my
heart and had difficulty breathing. I was taken to hospital immediately; the presi-
dent of the General Medical Council, a cardiologist, was my friend. He was called,
but the examination revealed no acute danger. Still, I could hardly breathe and had
to depend on oxygen.

After three weeks I could take my first steps. Every day I managed to walk one
step further. Gradually I was able to forget all the difficulties that had placed such
terrible pressure on my soul. Between late March and June I recovered. I spent a
week in the Black Forest and learned to live and breathe again.

Then I received a phone call from Graz. An old friend involved in medicinal
research asked urgently for help and advice. I called my friends Elfriede and Hans:
“See, I can dance again, let me fly!” Eventually they agreed. So I flew from Stuttgart
to Graz via Vienna.

But during the first flight I suffered another heart attack and on arrival was
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immediately taken to the intensive care ward of the nearest hospital in Vienna. I
could hardly speak when I awoke, but I let a doctor I knew in Vienna know about
my condition, and he came to look after me at once. Nobody else knew where I
was. The tests showed a heart thrombosis; the doctors said I needed surgery imme-
diately, or at least a catheter examination. But I refused both of these options and
only wanted to lie still and be looked after.

Now I was seriously at the edge. My whole lifestyle would have to change if I
wanted to remain alive. I would never be able to work again in the same way: I felt
terribly weak. Internally, I started to take leave of Sekem, my family, my friends,
everything. After three days my Viennese friends managed to get hold of my
friends Elfriede and Hans in Oschelbronn; they flew to Vienna immediately. They
supported my decision to refuse the operation. Hans looked after me using special
medicines. When I could travel again I returned to the clinic in Oschelbronn in a
specially reserved train compartment. My recovery began anew.

After six months of recuperation my friends took me back to Sekem. Helmy
had taken over my duties, with close help from Gudrun and Mona, and had grown
into the task. In a meeting with all the staff, I described my illness and the experi-
ences involved. Afterwards an Egyptian employee jumped up and spontaneously
hugged Hans, thanking him in the name of all the other workers for restoring
“their doctor.” After my illness we decided to reorganize the entire initiative and
lay a new foundation stone. The stone-laying ceremony was accompanied by
music and recitations from the Koran. Everyone present and involved in the proj-
ect signed the foundation stone document and then the stone was lowered into the
central room of the Round House. It was all very festive. Everyone was aware of
the importance of this moment.

Humans Cannot Work Alone

I am often asked about the spiritual background of Sekem. Sekem developed out
of my own vision. My spiritual inspiration came out of very different cultures: a
synthesis between the Islamic world and European spirituality. I moved around
freely in these different areas as if in a great garden, picking the fruits of the differ-
ent trees. I would have felt restricted if I had to limit myself to one way of think-
ing. But I felt enough inner space for everything in myself.

But I am also aware that I am limited. After my death the practices we have
established in Sekem will have to continue developing in an organic way. We need
people who can guide Sekem according to the original vision, and who understand
clearly why it was established.

A circle of people are entrusted with the actual running of Sekem. They con-
stitute the center of the venture and we call them the “council of the future.” One
task of this council is to maintain a living connection to the well of spiritual inspi-
ration. Another task is for them to experience the connection to others as enrich-
ment and completion. Moreover, every individual must be aware of all the others,
knowing their conditions and the tasks they are working on.
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Another task is to be willing to continue learning. A defining factor of a func-
tioning shared leadership is that the people of this council have more knowledge
of the venture than the other employees. They know the background behind deci-
sions; they are aware of the risks and sometimes also of the conditions that must
be met. The group can deal with these tasks courageously because of their trusting
work together. During the gradual development of Sekem I always encountered
questionable situations and great risks which I took upon myself because of my
trust in Allah’s leadership. But we can meet problems with more objectivity if we
look at them from different angles. Discussions with those inside and outside
Sekem, and the attitude that every problem has a solution, let people can grow and
work together. They become able to stand up consciously for the development of
people and the world. Their dealings are led by the same trust that carried me
alone at the beginning.

HELMY ABOULEISH: A HOLISTIC MODEL

Growing up with Sekem, I always saw principles in action, especially corporate
responsibility. At Sekem, the philosophy is all about human development; nothing
else matters. Profit was never an end in itself.

Like others elsewhere, we at Sekem have learned that in the global economy,
you must be globally competitive. Over twenty years of working in the Sekem ini-
tiative, I have learned that human development is a wonderful strategy for achiev-
ing sustainability and impact. In the long term, competitiveness is all about human
beings and individual capacity. Workers whose skills are developed in a learning-
living situation are self-motivated and eager to succeed. Right now Sekem employs
2,000 people in its businesses and hundreds more on the social side, serving some
40,000 people in the community. We aim to develop our natural and human
resources together in an organic way: our holistic approach is integrally linked to
our drive to be globally competitive and successful.

I was always on the farm; it was always part of the adventure. My attachment
to the farm grew by the day. When my father fell ill in 1984, I took over Sekem’s
administration, marketing, and sales. Before that, I was a farmer, driving a tractor,
but then I had to go to banks. That changed everything. When he came back a year
later, we kept it as it was and he went to the farm.

The Sekem Development Foundation

Sekem today is comprised of two integrally linked elements. The business side is
made up of a number of distinct ventures, described above and summarized in
Text Box 1. Phytopharmaceuticals, organic health food and garments made from
organic cotton are the most important products these companies develop, pro-
duce, and sell.

Very strong growth on the business side has allowed Sekem to develop a cul-
tural and social dimension to its activities, organized through the Sekem
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TEXT BOX 1. Sekem Companies L]

Isis

In 1983, Isis launched SEKEM Herbs, its first line of herbal remedies. Now it
produces and packs organically certified herbal teas, dairy products, oils, spices,
honey, dates, organic coffee, juices and conserves for consumers in Egypt and
abroad. It employs 230 people in its factory alone.

Hator

Established in 1996, Hator produces and packs fresh fruit and vegetables. Every
day employees pack about 4 tons of fresh tomatoes, beans, peppers, oranges,
grapes, etc.; large volumes of potatoes, onions and oranges go to European mar-
kets via container ships.

Atos

ATOS, established in 1986 as a joint venture with the German Development
Bank and Dr. Schaette AG, brings physicians and pharmacists together to
research and develop medicines from natural sources. Qualified employees visit
Egyptian doctors to introduce those products and the concept of using safe and
effective plant-based drugs to treat medical conditions ranging from the com-
mon flu to complex urological and cardiovascular problems.

In 1992, ATOS secured a license agreement with the German firm Weleda to
manufacture and market natural cosmetics in Egypt. In 1997, the Sekem group
of companies received the ISO 9001 certification.

Libra

Established in 1988, Libra Egypt supplies the raw materials that the various
Sekem companies process and produce, arranging favorable long-term agree-
ments between cultivators and traders.

In 1994 Libra started to grow 1000 acres of cotton biodynamically, based on
intensive cooperation between scientists, manufacturers, and farmers. Trained
and experienced advisors help small-scale farmers, weekly visiting different
regions to answer questions and solve urgent problems such as insect develop-
ment.

Naturetex

In collaboration with scientists and with Egyptian companies that spin, weave,
dye and finish fabrics, SEKEM developed ways to produce cotton fabrics with-
out using harmful chemicals. Daily, over 200 Naturetex workers use state-of-
the-art machinery to produce up to 3000 pieces of high-quality clothing for
babies and children, mostly for export to the U.S. and Germany.
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TEXT BOX 2. The Sekem Development Foundation m—

The Sekem Development Foundation (SDF) makes its services available to all
local people so they can improve their lives in meaningful ways, moving the
entire community towards development. In focuses on three development sec-
tors: education, health and economics.

Educational Programs

The Sekem School, founded in 1989, lies about 30 miles northeast of Cairo on
the fringe of the desert. It serves 300 kindergarten, primary and secondary stu-
dents, of all social levels, mostly local. It enrolls Muslim and Christian children
alike, encouraging them to live in harmony and to respect one another’s reli-
gious practices.

Approved by the Egyptian Ministry of Education, the school uses the
Egyptian state curriculum, but also promotes new forms of pedagogical and
social interaction to nurture children socially, culturally, and intellectually. Thus
it also offers courses in crafts, drama, dance, movement, and music.

Though child labor is illegal in Egypt, it is widespread, involving about
1,600,000 children under age 14. In response, Sekem designed the Chamomile
Children Project, where 80 children, aged 12 and up, work on the Sekem farm,
but under excellent conditions. For about half the work day, specially trained
teachers and social workers provide classes in reading, writing, singing, history,
religion and the arts. This gives children a genuine opportunity to pass the pri-
mary school exams, which they need to start formal vocational training. This
education is also holistic, nourishing their minds, bodies, and souls. The chil-
dren do well on the exams; many become regular employees, often working in
agriculture or textiles. It shows that children who have had a poor start can still
shine and contribute to society, if given a fair chance.

Development Foundation (SDF), a private non-profit organisation founded my
father founded in 1984 under the name “Egyptian Society for Cultural
Development.” [See description in Text Box 2.] In addition to funds from the
business side of Sekem, the SDF’s program activities are supported by a variety of
organisations and donors, private, governmental and non-governmental, local
and international.

The mission of the SDF is “To elevate the total welfare of the Egyptian people
by enabling them to determine and realize their own socially unique and cultural-
ly appropriate development path.” The foundation strives to create culturally and
socially legitimate forms of development that contribute to local, national, region-
al and international development. Thus it serves as both a local and global model
of sustainable development.
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The Handicapped Children Program supports children with all types of dis-
abilities, so they can exercise their full rights as independent human beings.
Many individuals with disabilities have been successfully integrated into
Sekem’s various workplaces.

The Adult Education Center provides literacy training (reading and writ-
ing), English language classes (incorporating computer literacy), computer
training, and courses on hygiene in the workplace, as well as arts, music, and
sports. It also offers seminars and lectures.

Health Care Activities

SDF’s modern Medical Center, located on the Sekem farm, can offer compre-
hensive health care services to more than 120 patients per day, including local
residents. Doctors skilled in a dozen specialties treat eye problems, skin diseases,
internal ailments, infectious and endemic diseases, etc. A fully-equipped phar-
macy is next door. The clinic also provides education on all aspects of public
health, including environmental health, women’s health issues, family planning,
and sanitation practices. Its outreach program, involving its mobile clinic and
several social workers, provides modern health care and educational programs
to 30,000 rural people.

Economic Activities

The Vocational Training Program provides young people with specific skills for
self-employment in a labor market with few opportunities. Each year fifty
trainees begin a 2- to 3-year program that guides them in every aspect of their
chosen profession; when they graduate they are skilled enough to start their own
business or find work. They can train in such areas as carpentry, electrical instal-
lation, textile production technology, and general administration. Short courses
offer training to local adults who want to start or enlarge their own businesses.

Egypt’s problems are numerous and interrelated. Overpopulation, environ-
mental degradation and lack of adequate education, health care or awareness all
combine to constrain Egypt’s inherent dynamism and potential. Neither the
health nor the education systems have been able to keep pace with the present
population growth rate of 2.2% (or one million more people every eight months).

In particular, the educational facilities are severely overstrained. Schools are
overcrowded and lack resources, often accommodating three shifts of children per
day. The overall illiteracy rate of 26.6% for urban areas and 56.9% for rural areas
continues to be one of the highest in the Middle East. Training and vocational pro-
grams are insufficient to meet the demand. Structural unemployment primarily
afflicts those lacking appropriate education and skills. The official unemployment
rate in Egypt is 9.8%, although World Bank estimates place this figure as high as
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17.5%.

Community health is another major challenge in Egypt, especially for the
poor. Access to adequate health care, while ostensibly universal, does not exist in
many marginal and rural communities. Exacerbating this situation are extremely
low levels of health awareness. Consequently, many diseases and conditions that
are easily curable or preventable with proper education and facilities are endemic.

Agriculture still accounts for 40% of employment and yet remains the least
developed sector within the economy. The use of non-organic agricultural meth-
ods has contributed to chronic environmental degradation, severely impairing the
productivity of agricultural land. Consequently, the cost of production has
increased while the resource base has shrunk. Meanwhile, Egypt has become one
of the world’s largest importers of food.

Human development has many facets, including the social, cultural and eco-
nomic spheres of life. The activities of the SDF are founded on the belief that soci-
ety’s problems cannot be tackled in isolation. Accordingly, the SDF’s development
methodology stresses integration. The process of community development must
be viewed as a totality composed of a multitude of inter-related components such
as literacy training, vocational training and primary health care. Since communi-
ties act as holistic units, targeting any single activity runs counter to the concep-
tion of integrated development. Thus any one component of the SDF’s activities is
but one element of an all-embracing comprehensive strategy.

Speaking from a National Platform

In 2004 the position of executive director of Egypt’s Industrial Modernization
Center (within the Ministry of Trade and Industry) became open. I had about a
half an hour to decide whether to take it on. Someone has to do it, and a public-
private partnership as a model for strategy can function well. I accepted

Egypt has 20 million young people in its workforce. In 2025, that figure will
swell to 40 million. It’s starting from 800,000 new entrants to the job market each
year now and going to 1.2 million a year. Studying the best-practice examples of
Malaysia and Eastern Europe and studying job creation in Egypt, I see no sectors
other than those related to industry that will absorb these workers.

Industry must be the agent of growth. Right now, Egypt creates about 350,000
new jobs per year. The partial breakdown is about 75,000 in industry, 65,000 in
agriculture, 60,000 in services and 150,000 in to the public sector. Every job creat-
ed in industry will create one job in services.

This became clearer to me when I was on the board of the Industrial
Modernization Center (IMC). I went back to Rachid Mohamed, the Minister of
Trade and Industry, and said, “We have to do something. We must promote
industrial development and therefore be able to grow faster.” The industry was
slowing down because it was always lower than GDP growth.

Through industrial growth, investment will increase. Through the IMC, I had
to push industrial growth, through FDI and exports. It was clear what we were
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going to do. It’s easy to get industry to improve with a business community taking
an active role in the IMC.

We grant assistance to companies based on their ability to export. Out of
10,000, about 800 are able to export. As soon as the market opens, the other com-
panies will leave the market because places like China and India will come in to it.
This is a clear message that has never been delivered.

Our capacity at the IMC has increased tenfold in the last eight months since I
took office. If over the last year they secured 400 companies, we will serve 3,400
companies. They were acquiring 25 new companies per month; we are serving 250
per month. The companies are only paying 15% of their development investment.
We have pledged the other 85%.

Our immediate challenge is to provide land and infrastructure. In just a few
weeks, we had over 600 requests from international investors in places like Qatar,
Japan, China, and Turkey. They wanted land where they could set up whole
industrial parks. We must focus on the sectors that create the most jobs, includ-
ing textiles, food, building, engineering and furniture. Now, the IMC is exactly the
idea these companies need. Invest in your people. The only competitive advantage
we have is our people.

The biggest challenge is not the capability. Egyptians own and run very suc-
cessful companies that are competitive with anyone in the world. The perception
I’m fighting is that changing the path of development is a task for someone else or
for the government. The perception now is that it’s big brother’s responsibility to
feed and educate, find the right girl for you, find you a flat, and in the end to bury
you. When you think this way, you can’t take the future of your country into your
own hands.

I’'m very happy with the level of commitment top government officials have
shown, but this will need time to trickle down. The new cabinet is doing a lot to
help. Of course, some had reservations about the IMC; some people are still not
happy. I think this is natural; not everyone will agree, but we have more and more
companies joining, and I’'m very happy with the results of new investments in
industry.

The same is true on the political level: those in power were not happy. But
these changes are the only hope, because the challenges are so great.

CONCLUSION

Sekem is business. It is a community. It is a shared vision for Egypt and the world.
These three elements are not mutually exclusive. They are interconnected.

For us, the creation of a garden in the desert was a very tangible experience. It
has taken 30 years to make a vision a reality: a place where we work, a place where
we greet visitors; and place where we share and reflect.

But the garden, and the desert, are also metaphors. Wherever people are iso-
lated from one another, and disconnected from their physical environment, a
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desert exists. Wherever people do violence is to the land, or to other people, a
desert exists. The enduring garden that we have created at Sekem is the internal
garden that links each person in the Sekem community to each other, to our land,
and to all with whom we work.

1. This part of the narrative draws from a memoir written by Sekem’s founder, Sekem: A Sustainable
Community in the Egyptian Desert. Edinburgh, UK: Floris Books (2005).

2. This part of the narrative draws from a May 2006 interview of Helmy Abouleish published in
Business Today-Egypt.

3. This philosophy is based upon the works of Rudolf Steiner.
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Students Incorporated

INJAZ on a Mission to Send Arab Youth to
Planet Free Enterprise

Competition will be fierce among the teenagers flocking to the Omani desert from
across the Arab World with their corporate mentors on May 6th, to battle for the
2008 title of the Best Student Company in the region. Oman’s Ministry of
Manpower will roll out the red carpet for the topnotch businessmen and women
on the regional board of INJAZ al-Arab who fly in to see the unique competition
at the Shangrila Resort, an hour’s drive from Muscat. Under the crossfire of
Lebanese TV personality George Kurdahi, executive teams of high-school girls and
boys from ten Arab countries will also vie for Best Regional CEO and the
Company with the Best Marketing Strategy. While judges deliberate over the win-
ners, whirling dervishes from Aleppo will whip up the crowd of 600 guests. The
superstar-like extravaganza will throw the spotlight on the work of a movement
that is spreading across the region in a heroic effort to turn Arab students headed
for the ranks of the unemployed into budding young entrepreneurs with a prom-
ising future.

Few challenges are more pressing in the Arab World today than finding ways
to absorb the 80 million job seekers who will come out of the pipeline over the
next 12 years.

The significant increases made in educational attainment have made little
impact on worker productivity, and employment prospects remain low for Arab
graduates. Such poor returns suggest low quality in education and the failure of
schools to address the needs of the labor market and teach the skills in high
demand.

Arab decision-makers don’t have to look far for an effective model to help
remedy the situation. One is already in use in their own backyard. From
Casablanca to Ramallah to Jeddah, 100 thousand students in 11 Arab countries are
learning from professionals in their own communities how to start up enterprises
and create their own jobs.They are acquiring the skills to become employees of

Soraya Salti is Regional Director of INJAZ al-Arab and Senior VP of Junior
Achievement Worldwide.

© 2008 INJAZ
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:: Statistics are based on the most recent available data.
* Mationals only.

TEXT BOX 1. The Youth Unemployment Challenge

While young people constitute a third of the working-age population in MENA,
they account for half of the unemployed. This indicates that joblessness is an
issue of youth and that marketable job skills are not being taught in schools.

« The region’s rate of youth unemployment is the highest in the world.
(ILO)

«  Approximately 65percent of the population of the Arab World are below
the age of 25.

«  Eighty million jobs must be created for new entrants into the Arab labor
market by 2020. (World Bank).

« The region has the lowest female labor market participation in the
world. (ILO)

Because the public and private sectors have not created the jobs to accom-
modate the growing cohorts of young job seekers, unemployment rates have
soared and many young people have dropped out of the labor force entirely, and
given up looking for a job. This has raised the unemployment rates of youth in
the UAE to 32percent Saudi Arabia to 30percent Bahrain 40percent Palestine
40percent Jordan 30percent Syria 27 percent and Algeria to a high of 42 percent

The creation of meaningful employment and enterprise opportunities for
young people is one of the most critical challenges of sustainable development
in the Arab World. Self-employment must quickly be considered as a career
option by young people in the region.
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choice by the private sector. Using their 90-year-old model and a series of courses
that prepare youth for the world of work that has been honed in 119 countries and
translated and adapted to each Arab locale, it has taken Junior Achievement
Worldwide nine years to be in the right place at the right time.

I had never heard of Junior Achievement, when I got a call in Amman, Jordan,
in 2001, asking me to take over the helm of their first entrepreneurial education
program in the Middle East and North Africa. After two years of incubation by
Save the Children, INJAZ was floundering. There was little support from the
Ministry of Education. Corporate social responsibility among local corporations
was limited to handouts. JA’s concept of volunteering hadn’t caught on. And the
staff of 25 were in turmoil and couldn’t concentrate on work. Horrified, I fled
from the office and started visiting the handful of schools participating in the pro-
gram to see what INJAZ, which means achievement in Arabic, was all about.

Going from school to school, I was overwhelmed by what I found. The gov-
ernment schools, with their shabby classrooms and beat-up desks, were still the
same. But there was magic in the classrooms! These were not the usual classes
memorizing for exams! A transformation was taking place. Role models from the
private sector were teaching teenagers about work in the real world, using a par-
ticipatory approach we had never seen in Jordan. And the spirit! There was
enlightenment and awakening. Everywhere I went, students were full of excite-
ment and enthusiasm. One could see little light bulbs going on in their heads! I
fell in love with the model being put into action. In no time I was hooked—and
decided not to quit after all!

How the Company Program Works

Each semester, business leaders send staff into local high schools, colleges, and
universities. For an hour each week, these corporate volunteers share their profes-
sional experience, know-how, and success stories with the students to give them
practical training in how to succeed in the private sector. From one semester to the
next, the students progress from learning to manage their own budget to follow-
ing the stock market in the media. They learn about competition, marketing, and
how banks support businesses and industries. While setting up community proj-
ects, they develop skills in leadership, planning, and teamwork. They gain other
success skills in giving presentations, CV writing, and job hunting.

The last semester, each class sets up a business venture in JA’s popular
Company Program. Within 15 weeks they must come up with an idea, study its
feasibility, sell stocks, divide into management teams, make a business plan, pro-
duce and sell a product or service, and liquidate the company, often with divi-
dends.

Students graduate with confidence in their abilities, a vision of their career,
and skills to succeed in the private sector. Equally important, they have a small
network of corporate mentors from different sectors they can call on for help.
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At the same time, those who have succeeded in the private sector have the
chance to give a helping hand to the next generation. This experience allows them
to inspire, lead, and become a role model for less fortunate youth in their own
community.

The Lesson of Ma’an

The first day I walked into the INJAZ offices, a consultant walked out. Among the
recommendations he left on my desk was, “Close the field office in Ma’an. You
have two staff and no students!” Inhabited by people with strong tribal roots,
Ma’an was one of Jordan’s most radical communities. When I told the staff, they
balked. “The students of Ma’an need INJAZ more than anyone else!” they cried.

We called a stakeholders meeting in Ma’an, but it turned into a hornets nest!
They accused us of coming to influence the minds of their youth, their most val-
ued asset. The imam in the mosque was preaching against us. The head of the
school district wouldn’t come near us and sent orders to all schools, at his own
expense, not to cooperate. We were shut out. “Who is the strongest female in the
community?” I asked, searching for a voice of reason. And we landed in the hands
of Salfa, the granddaughter of Audeh Abu Tayeh , the tribal leader played by
Anthony Quinn who fought the Turks in Lawrence of Arabia. The principal of a
girls school, she was revered as ”a brother to any man,” and rightly so. Convinced
of our program and ready to challenge the community, she welcomed INJAZ in
her school. With only one Ma’an school to work in, we sent the staff to surround-
ing towns to start up more programs.

A year later, we held the graduation of 1,000 students in the main hall of Ma’an
and invited the same dignitaries. But this time, INJAZ students and volunteers led
the event, not us. After the principal closed the meeting by thanking the head of
the school district for his support (thinking he had indeed supported us), all the
other principals ran to sign up. Having seen the impact of the program on the stu-
dents, the Ministry of Education official now wanted his own children to partici-
pate and became our strongest advocate. He called all the other schools for a meet-
ing to organize our official presence.

That experience gave us courage. Even in the most difficult situations, there
was a way to mobilize a community. We just had to find a champion and let them
lead as the agent of change. Let the leadership emerge in the community; then our
role was to support them.

When our first champion in Saudi Arabia, the CEO of Saudi National
Commercial Bank, came to Jordan recently, it was the experience in the Ma’an
governorate that interested him most. He was all ears when the owner of the first
company in the governorate to send volunteers into the classrooms recounted how
he had calmed the fears of his community:

“I told them I am a son of this community. This is my chance to help our
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youth. We are the volunteers. We are at the head of the classrooms. You can trust
us! Come and join us!” The owner of the Ghadeer Water Bottling Co. in Ma’an,
Jordan, Muhammad al-Jazi

Thanks to the three champions—the principal, the school district head, and
the owner of the only factory near Ma’an, INJAZ is in every school in the gover-
norate today.

Taking Jordan’s Experience to the Region

As we took Jordan’s version of the JA model across the region, we kept the Ma’an
lesson in mind to work with others. Using Jordan as a stepping-stone, we put the
onus on our minister of education, Dr. Khaled Tuqan, a nuclear physicist from
MIT, to open doors to the other Arab ministers of education. When he co-chaired
the next G-8 ministerial meeting for the MENA region, he began lobbying for us.
The education minister of Bahrain, one of the first to embrace INJAZ, invited the
rest of the ministers to visit their program. Oman and the UAE took him up on
the invitation. In the meantime, Dr. Tuqan sent me, by then regional director of
INJAZ al-Arab, and our deputy director, Akef Akrabawi, as delegates from his
office to the other Arab ministers of education. Arriving in each new country
armed with his strong personal letter of endorsement, we always got a meeting.

Before reaching that point in 2004, however, we had worked hard to make new
inroads in our partnership with the Minister of Education. To avoid the ministry’s
bureaucracy, we began by giving our courses after school. Unable to keep the
schools open, the kids in class, and the volunteers committed, on a continuous
basis, however, we had to keep lobbying for change. As the number of partnering
teachers at our annual Teachers Day began to soar, their mounting force in the
field finally moved the ministry to incorporate the INJAZ program into the school
day, in place of the free hour. The next year we aligned more strategically with the
vocational education classes. If a volunteer didn’t show up, the students could go
on with their vocational ed studies, reducing the chaos.

Scalability was now in sight. We developed an ISO system, the first NGO in
Jordan to do so. And empowered the ministry hierarchy to mobilize: The VP of
Vocational Education became our focal point to command this hierarchy. The
vocational ed supervisors in school districts became our monitoring and evalua-
tion arms in schools, observing INJAZ sessions and motivating teachers, to make
sure they cooperated with the corporate volunteer delivering a course in their
classroom. We instituted an annual competition to recognize the school district
most effective in supporting INJAZ and the schools that helped the program excel
the most.

Our Most Fervent Supporter

Recognizing the importance of our work from day one, Queen Rania has been our
most fervent advocate, ever since 1999 when she launched INJAZ as a Save the
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Entrepreneurs are made, not born! e ——

As Wa’ad Taweel silently calculated her answer to the jury, the audience thought
she was struck by stage fright. Two long minutes later, when her contemplations
won her the title of Best CEO of 2008, there wasn’t a dry eye in the audience.

Braving military checkpoints, Taweel and four Ramallah classmates, made
their way through the West Bank to Jericho and across the Jordan River to
Amman, to compete for the Best Student Company of the Year title, in the first
event of its kind in the Arab World. This significant event was held before 150
top Arab businessmen, government officials, and educators.

In addition to Best CEO, Taweel and the four vice-presidents of their event
management company “Teen Touch” also landed 1st place for the best-run
company before a jury of five Arab executive directors from regional telecom,
trade, and banking corporations.

Held by INJAZ al-Arab under the patronage of Queen Rania, last May’s
competition sent a clear message to the Arab private sector: “Entrepreneurs are
made, not born.”

Made, they are indeed! Over a period of four months, Taweel and her 28
classmates took part in the INJAZ Company Program at the offices of the Arab
Bank in Ramallah. Staff volunteers worked diligently with the students, as they
set up their company, teaming up the young women with counterparts in the
bank’s HR, finance, operations, and marketing departments. With their confi-
dence and talent unleashed, the young entrepreneurs are now one of the bank’s
most precious investments.

Forging its way through barracks, operational instability, financial short-
ages, and a two-year incubation under Save the Children, INJAZ Palestine has
become an independent registered entity, guided by a strong board. With
unemployment, poverty, and child labor on the rise, combined with an aging
educational system, it is their hope that these youth will be able to leverage their
skills to meet the demands of a merciless market economy struggling to survive
after 41 years of occupation.

Since 2005, some 15 thousand high school students in Ramallah, Nablus,
and Hebron have joined the classrooms of Personal Economics, Leadership, and
Personal Life Planning, as well as the Company Program.

Children project in Jordan. For the last three years she has crisscrossed the region
as Junior Achievement’s ambassador: drumming up support at the Young Arab
Leaders gathered in Dubai; launching INJAZ in Kuwait, where she grew up and is
considered a beloved daughter; encouraging Arab first ladies to support INJAZ in
their own countries; and rallying powerful business leaders from East and West at
the 2008 World Economic Forum in Davos, Switzerland, to join INJAZ al-Arab’s
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Regional Ambassador of INJAZ al-Arab Queen Rania Al-Abdullah of Jordan in a ses-
sion with INJAZ students.

campaign to Empower One Million Arab Youth a Year by 2018. She really meant
it when she told INJAZ students and supporters in Kuwait:

It is my dream to see the flag of INJAZ waiving high in every Arab city!
Queen Rania, INJAZ al-Arab regional ambassador

Boards Must Remain Open

We soon learned that we could only move as fast as members of the private sector
could jump on board. Our first board, appointed by Save the Children, was mis-
takenly based on governance rather than fundraising. While donor funds enabled
us to expand the organization rapidly, we couldn’t move toward sustainability, as
long as the board refused to let in larger corporations. When they finally did, 15
top Jordanian business leaders joined the board immediately. This opened the
door for companies to practice corporate social responsibility without having their
own special in-house CRS department. Although the concept of CSR had been
present in Jordan since the arrival of Pepsi, Coca Cola, and the telecom companies,
now everyone could join in. Within three years, the board grew from five to 35
members. And growing the board triggered a national movement!

We learned that JA boards must remain open, in order to bring in new mem-
bers who can provide volunteer trainers and funds—in the form of an annual
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Success Factors Of the Iunior AChieVCment MOdel =

+ Corporate leaders unite to share responsibility in developing the skills of the
next generation.

* A culture is developed in which volunteers from the private sector invest time
in public school classrooms to raise the professional caliber of Arab youth.

* Ministries of education endorse this successful private/public sector partner-
ship.

* A strong regional infrastructure of country operations is constantly expanding
to meet the growing demand to reach more students.

* JA programs are Arabized and rolled out across the region.

+ The model is scaled up to reach more schools.

donation from each member’s company—to sustain a growing network of class-
rooms.

Looking for Champions

When my INJAZ Jordan colleague, Akef, and I went regional with INJAZ al-Arab
in 2004, we began to look for more champions—business leaders who would take
responsibility for educating the next generation. The quotas set for hiring nation-
al staff was a compelling argument for the private sector in oil producing countries
to do so. A mind shift was taking place among the companies compelled to employ
graduates of government schools when they saw how expensive it was. To fill the
quotas, they hired the nationals, who are on their payroll but aren’t productive
staff.

This dilemma caught the attention of key businessmen. It took only
one—Omar Alghanim-— to bring the merchant families on board in Kuwait, where
93 percentof Kuwaitis are employed by the government. I first saw him at the
Wharton Business School conference for leading family-owned businesses in
Dubai in February 2005. I couldn’t miss him. As he nodded vigorously at every
point I made as a panelist about the urgent need of the Gulf States to prepare their
youth to take the lead in the private sector, neither of us guessed that, thanks to
him, INJAZ would be in Kuwaiti schools by fall. Or that he would take the helm
to lead the movement across the region when we formed our regional board two
years later, when he became chairman.

The same thing happened for INJAZ Qatar at the Forbes conference in Doha
in February 2007, where I met Sheikha Hanadi Al Thani, the chairman of Amwal
Capital. A strong believer in education, she was a volunteer teaching in schools and
universities. We clicked instantly. She found in the INJAZ model a systematic
approach to what she was doing. She is now bringing the private sector together to
lead the formation of INJAZ Qatar.
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Thanks to two Moroccan champions, INJAZ Maghreb was the quickest of all
to get up and running. The Moroccan businessman who headed Jordan Cement
Co. introduced us to the ONA Group, Morocco’s largest corporation and where
he used to work. Their HR manager linked us to their foundation, where we met
Mohammad Abbad Andalusi who was named a member of the trail-blazing
Ashoka network of social entrepreneurs, after founding Al-Jisr, an NGO to help
dilapidated schools. Through 150 school-to-business partnerships, it has renovat-
ed school buildings and created cyber-net cafes and sports clubs. While it
improved school management, it wasn’t developing a new mindset or critical
thinking among youth, however. In a perfect fit for a total solution, INJAZ would
complement Al-Jisr to raise the performance of both schools and students. On my
first visit to the ONA Group, another champion, the chairman & CEO, Sa’ad Bin
Didi, instantly took the lead. During my next visit to Casa Blanca, he gathered the
business elite into one room and asked them to join him. Then and there, 27 busi-
ness leaders formed an INJAZ board—Ilike what Omar had done at a dinner at his
father Kutaiba’s elegant home in Kuwait, only they were even faster!

In Egypt, when our program was closed down last year, it was our Emirati
chairman of INJAZ Dubai, Sheikh Khaled Bin Zayed Al-Nahyan, who came to the
rescue. That was crucial for a country that must create two million jobs each year.

When the Minister of Manpower of Oman, H.E. Juma’ al-Juma’, heard about
our model, he mobilized the contacts he had made while establishing private sec-
tor committees to nationalize jobs, and he offered to host our second regional stu-
dent company competition. This will send a strong message to other GCC coun-
tries that they must move quickly to instill the entrepreneurial spirit in youth to
prepare them to take the lead in an economic boom that has been rising with the
price of oil.

Our first champion in Bahrain was a dynamic young woman in the royal fam-
ily. An alumni of Young Enterprise—the Junior Achievement program in the UK,
Shaikha Hessa Al Khalifah tried to contact me a year before we went regional, to
help her start up a program for her country’s youth. It took courage for the moth-
er of two to enter the country’s boardrooms in search of corporate supporters.
When she held her first meeting to form the board of INJAZ Bahrain, the volun-
teer lawyer came late, thinking he would make more important contacts at the
Rotary Club. When he arrived, he was shocked to find the most influential busi-
ness people in Bahrain at her meeting—and embarrassed that she had already pre-
sented the bylaws that she had drawn up herself.

At the end of our first student company competition in Jordan, the Tunisian
regional director of Shell Oil Company rushed up to me. After driving from
Damascus in the middle of the night to make it in time to accompany the
Emirates’ finalist team from the girls college he was mentoring in Dubai, he was
bursting with enthusiasm despite his fatigue:

“I want you to start INJAZ in Tunisia! Let me give you the names of an official
at the education ministry and of leading businessmen who can help you!”
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Turning the Tables on Gender ________________________________________________________|]

We were surprised to see that the majority of winning teams from each country
were female, as we welcomed them to our first student competition last year.
Those young women proved to their families and society—and themselves - that
they, too, can hold their own in the market economy. Girls get dynamic role
models in INJAZ. A female volunteer from the private sector delivers most, if
not all, of their INJAZ courses, and all but one of their country programs are run
by young Arab woman. Dina Mofty in Egypt, Dima Khouri in Lebanon, Sulaf
Zu’mot in Dubai, Deema Bibi in Jordan, Rana Kamshad in Kuwait, Nadia Fassi
Fehri in Morocco, Fayza Saad in Qatar, Randa Salameh in Palestine, and Sheikha
Hessa Al Khalifa in Bahrain are joined by our sole male director to date: Shabib
Mamari from Oman’s Ministry of Manpower.

Volunteer mentor, Mounir Bouaziz, regional director of Shell

In Saudi Arabia, where 90% of private sector jobs are held by expatriates, we
finally found the perfect champion, Abdulkarem Abu Alnasr, after trying other
channels in vain for three years.

After trying various channels for three years in Saudi Arabia, where 90per-
centof private sector jobs are held by expatriates, we finally found the perfect
champion, Abdulkarem Abu Alnasr, mentioned earlier. When we flew to Saudi
Arabia in April to sign a partnership with the National Commercial Bank to start
INJAZ officially in five Jeddah schools, he sent us to meet the bank’s state-of-the-
art CSR team. It boggled our minds to find such excellence and to hear about the
bank’s hunt for strategic solutions to the issue of the unemployment of youth in
the country. Pleased with the cause they began championing last fall, by sponsor-
ing the pilot in two schools of the JA Master Entrepreneur Class, our host summed
up his feelings passionately:

“What a great mission to unite us Arabs together for the sake of our youth!”
Abdulkarem Abu Alnasr, CEO of NCB Bank, sponsors of the up-coming launch of
INJAZ Saudi Arabia

In the spirit of the member nations of the Junior Achievement/INJAZ net-
work, those who have made it are now giving a helping hand to the new countries
now emerging. INJAZ Lebanon—another early bird in the process—has also been
a key player in the expansion process:—bringing in the staff of new countries to
train with them in Beirut; giving workshops around the region; helping with start-
ups; and sharing know-how.

Today INJAZ operations are in Jordan, Lebanon, Palestine, Egypt, Bahrain,
Kuwait, UAE, Oman, Saudi Arabia, Qatar, and Morocco. They will be joined next
by Algeria and Tunisia, followed by Syria, Libya, and Yemen.

Champions from the business community, governments, and educators
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joined hands with us in Davos, Oman, and Sharm Al-Sheikh for our regional
board meeting just before the opening of the World Economic Forum in May, and
we are optimistic we will pull together to continue spreading INJAZ to the rest of
the Arab World.

We can’t solve the whole problem of youth unemployment, but we can create
a critical mass of revolutionary young entrepreneurial leaders who maybe can!

“Today I am urging you to do your part to help. Be a mentor. Volunteer. Offer finan-
cial support. Provide internships at your company. Hire youths. Help make a differ-
ence in a young person’s life, and build a brighter future for us all.”

Her Majesty Queen Rania Al Abdullah speaking to the 2008 World Economic Forum
in Davos, Switzerland, in her call to action published in the Financial Times

“Mohamad Hodeib speaks passionately about global expansion, stock options and the
long, Red Bull-fueled nights spent drawing up the business plan for B-Com, his half-
year-old start-up company that makes clothes with witty slogans. It’s not something
you’d expect to hear from a 17-year-old high-school student from Deir al-Zahrani,
Lebanon, a poor village in the Hizbullah-dominated south — nor, for that matter, any-
where else in the Arab world. Hodeib says he caught the business bug from a school
project run by INJAZ al-Arab, an organization that sends volunteers into schools to
teach kids about entrepreneurship. His regular classes are too boring, Hodeib com-
plains: “All we ever do is memorize facts for the exams.”

If the Middle East is to have any shot of making up for decades of past stagnation,
it’s going to need many more kids like Hodeib who are eager to build new companies
and create new jobs. Newsweek 20-27 Aug. 2007
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Unless you believe that:

» Dignity is more important to the human spirt
than wealth.

e Traditional chanty and aid alone will not solve
the problems of poverty.

# The markets alone will not solve the
problems of poverty.

Acumen Fund is focused on creating a world in which every human being
haa access To affordable goods and services - like health, water, housing
and energy - 8o thatl they can make Their own cholces and solve their own
problema. We sim Toimprove the lives of o million of the world's
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Beyond Lending

How Microfinance Creates
New Forms of Capital to Fight Poverty

The very idea of microfinance has changed banking as we knew it. Providing small
loans to the poor, mostly women, replaces physical collateral with collective
responsibility. Today, microfinance is an established way to provide financial serv-
ices to the poor. It can be scaled up in widely different environments around the
world, and can deeply benefit the people it serves. It allows the poor both to take
advantage of opportunities and to manage their vulnerabilities.

The focus of the innovations in microfinance has itself evolved. In the early
days of microfinance, the focus was much more “social:” how to form groups in
ways that would most effectively enforce collective responsibility? How to motivate
women to form their own groups? How to motivate people to save for a period
before lending them money? How to respond to negative responses from the bet-
ter-off and the religious groups in a community? Then, as the focus shifted from
social questions, microfinance began to become more professionalized and was
scaled up. Soon, innovations related to basic loan management followed. Along
with the focus on financial sustainability, innovations in microfinance included
better management information systems, and management systems that could
increase productivity and internal control.

During the middle 1990s, the pendulum began to swing back to the client end,
as criticisms of one-size-fits-all types of microcredit gained ground. The initial
focus on product innovations in the credit domain was soon followed by a call to
expand innovations to a whole range of financial services beyond credit, including
savings, insurance, and money transfers.

In this article, we focus on a different source of innovations in microfinance:
using the process capital of microfinance to design innovations that can address a
far wider range of constraints facing the poor. We will also discuss the strategic
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linkages between microfinance and other approaches that innovators must con-
sciously design into the package if microfinance is to be truly inclusive. To illus-
trate our argument we provide some examples from Building Resources Across
Communities (BRAC) in Bangladesh.

The greatest power of microfinance lies in the process through which it is pro-
vided. Women form groups of their own choosing, known as Village Organizations
(VOs) to engage with a formal institution; even this process reflects a significant
redefinition of a traditionally very patriarchal contract.' Moreover, staff members,

who are of a higher socio-economic status,

engage in a very meaningful act simply by

The gre atest power of ioing to the dgorsteps of these women to
o business with them, and seeking their

microfinance lies in the help in solving problems; this practice

. . begins to redefine the relationships within

process through which it sofio—econornic hierarchies, andpbetween

1S provided. formal institutions and poor women. In

an institutional environment that is gener-

ally exclusionary, uncertain, unpredictable

and at times openly hostile to the poor,

microfinance staff follow a process that goes like clockwork: rule-bound and

almost ritualistic, it opens up the possibility of a new culture of expectation and

keeping promises through engagement between the poor and external institutions.

For their part, institutions create their own strong foundations as they learn

the art and science of managing large-scale microfinance operations. They must

engage with the details of developing systems and procedures, understand incen-

tives and the psychology and motivations of staff and clients, and come to grips

with the details of developing a performance-driven management culture and sys-
tem that requires constant vigilance.

HARNESSING THE PROCESS CAPITAL OF MICROFINANCE:
SOME CASES FROM BRAC

The process of providing microfinance thus creates new forms of engagements,
relationships and capacities—what we term in this paper the “process capital” of
microfinance. Traditionally, innovations in microfinance have focused on its
financial domain: developing new products or new management systems or using
new technology to increase efficiency. We argue that it is possible to better leverage
microfinance structures and processes to facilitate other types of innovations to
develop new services for the poor.

The poor are a diverse group with diverse livelihoods, needs and potentials.
Over time they encounter changes in their personal lifecycles, along with new
opportunities and external shocks. The diverse and dynamic reality of poor peo-
ples” lives and livelihoods forms the canvas against which BRAC conceptualizes
and designs its repertoire of development programs, of which microfinance is a
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BRAC: Summary Statistics m— ——————

Coverage
Districts 64 (100%)
Upazilas 480 (94%)
Villages Over 65,000
Urban Slums 4,357
Population 100 million
(estimated)
Personnel
Full Time Staff 37,410
BEP Teachers 53,205
Project Staff 2439
Service Staff 789
Total 93,843

Core Programmes

Economic Development Programme
Health Programme
Education Programme
Social Development and Legal Services
Programme

Support Programmes

Training Division
Research and Evaluation Division
Advocacy and Human Rights Unit

Human Resources Division
Public Affairs & Communications
Administration and Special Projects

Finance and Accounts
Monitoring
Internal Audit
Publications
Job Creation Related Companies
m‘::t’:c - ;}7(;’22:5 BRAC Industries Ltd. Cold Storage
Agriculture 853,390 BRAC Bdmail Network Ltd. Internet Service Provider
Social Forestry 79,062 BRAC Services Ltd. Hospitality
Fisheries 2,77.230 Delta BRAC Housing Finance Corp.  Housing Finance
Sericulture 25,549 BRAC University Tertiary Education
Horticulture 1,84,031 BRAC Bank Finance and Banking
Handicraft Producers 15,223 Srall 3 Mediim Erterpries
Small Enterprises 1,36,159
Small Traders 26,35,212 BRAC Tea Companies Tea plantation and production
Total 63,53,482 Documenta TM Limited Software Development
Annual Expenditure Microfinance Loan Disbursement
Year Amount Donor Cumulative Tk. 185,580 m (USS$ 3,385 m)
i Contribution June 2006 Tk.19,786 m (USS 290.97m)

1980 0.78m 100%

1085 USS 230m 07% Service charge on loan 15%

1990 US5 21.25m 68.2% Outstanding Tk.20,904 m (USS 307.42m)

1995 Uss 63.73m 54% Portfolio at risk 4.4%

S repament so5%

: Average loan size Tk.10.427 (US$153.34)
Savings deposit of VO members  Tk.9,850 m (US5144.86 m)
Cost per § lent 6.7 cents

Source: BRAC <www.brac.net.>

core element. More important for the arguments in this paper, BRAC uses the
process capital of microfinance as an entry point to address other constraints and
to open up new opportunities for the poor. We provide some examples in this sec-
tion.
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Developing poultry as a viable enterprise for the poor

Traditionally, women in rural Bangladesh have raised poultry, mostly as a subsis-
tence activity and to manage small crises. In 1983, BRAC realized that, in addition
to offering access to microfinance it would need to help poor women make more
money from the activities in which they were already engaged. Poultry seemed a
good place to start and BRAC began a series of consultations with villagers to iden-
tify major constraints. High poultry mortality, which villagers often took as
unavoidable, emerged as a major issue. BRAC assessed the existing government
services and found they were limited in both outreach and effectiveness. At first, it
used its own staff members to provide wider poultry vaccination services, but it
soon realized that much wider outreach was needed to systematically serve the
poultry vaccination needs of a given area. Sustainability was also an issue.

BRAC then developed the community-based volunteer approach. The idea is
simple. In each village, an appropriate member of the village organization (VO) is
trained to vaccinate poultry and treat basic poultry diseases. BRAC bears the costs
of training. Trained vaccinators then get a flask to carry the vaccine, a syringe to
apply the vaccination, and a bag with the BRAC logo. They buy the vaccine from
BRAC or government facilities and sell the service to poultry rearers in the com-
munity. To get them started, BRAC gives each vaccinator a small loan. Today BRAC
has over 20,000 poultry vaccinators working in villages throughout the country,
responding to a very important need of small poultry rearers.

Once these volunteers significantly lowered the mortality rate of poultry,
another bottleneck was identified: yield. The average yield of local varieties of
poultry is 40 to 60 eggs a year, but High Yielding Variety (HYV) poultry yield 250
to 300 eggs a year. The government was the main supplier of HYV chicks, and
BRAC bought up most of its supply to distribute among its VO members on a pilot
basis. Now, another major constraint emerged. Rearing HYV poultry is different
from rearing local varieties; the farmer needs feed, clean water, and basic poultry
hygiene. BRAC started training its VO members about these issues so that they
could get the maximum yield from rearing HYV poultry. To facilitate feed distri-
bution, BRAC used a model very similar to the one for creating poultry vaccina-
tors. It developed a new cadre called “feed sellers” who were trained to prepare
good-quality poultry feed that they could sell to poultry rearers. As HYV poultry
rearing expanded, traditional middlemen started exploiting the women who were
too isolated to get good information about local market prices. BRAC then devel-
oped a cadre of egg collectors, again from its VO membership base. As the women
discussed the local market price of eggs every week at their VO meetings, it became
harder for the middlemen to exploit them.

Milking more

Livestock rearing is another popular activity among poor households in
Bangladesh; here women also play a key role. Many BRAC members were using
their loans to invest in livestock. On average, local breeds can produce 1 to 1.5 liters
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of milk a day, being milked for 250 days a year, but a 25% improved variety will
typically yield 6 to 8 liters a day with a total of 270 milking days in a year. Clearly,
improvements in livestock breeding could lead to significant opportunities. In
1985 BRAC piloted an approach similar to its poultry worker model to develop a
cadre of workers to artificially inseminate cattle.

The government was the main provider of insemination through its 1,100
Livestock Artificial Insemination Centers. Despite their numbers, however, the
centers were distant from many of the rural households rearing livestock. This led
to two problems: the expense and inconvenience of bringing livestock to these cen-
ters, and the problem of timing. A cow is usually in heat for 24 hours, and the opti-
mal “heat period” only lasts about six hours. Due to lack of outreach, many rural
livestock rearers did not know about the government services. Moreover, the gov-
ernment facilities relied predominantly on liquid livestock semen which required
refrigeration and had to be used within three days. This meant that centers had to
be located in areas with electricity and much semen was wasted. Or, if they used
out-of-date liquid semen, cows did not conceive. This led to a vicious cycle of dis-
satisfaction and lower demand.

After some research, BRAC developed another approach. Through VO
members, it recruited their husbands or male relatives who had a secondary
education, and trained them in modern methods of livestock rearing and arti-
ficial insemination. Its partners were Bangladesh Agricultural University and
Bangladesh Livestock Research Institute, which had excellent technical knowl-
edge in this area. Initially, a few women were trained along with the men, but
the work involved traveling long distances on bicycles, and administering the
semen. It was more suitable for men.

Instead of liquid semen, BRAC used frozen semen which had no expiry date
but did need liquid nitrogen for storage. BRAC currently purchases liquid nitro-
gen from Bangladesh Oxygen Limited and distributes it in cylinders to its 55
Livestock Artificial Insemination Centers across the country. The trained Livestock
Artificial Insemination Workers (LAIWs) come to these centers on fixed days of
the week to buy the frozen semen.

The LAIWs buy a single shot of frozen semen for 70 taka (roughly US $1) and
provide on-farm service to the livestock rearers for 100 taka. BRAC provides them
with regular training and the basic equipment they need. The average LAIW earns
about 2,500 taka a month. The conception rate is over 65% which is higher than
the internationally acceptable standard of 50%. Demand is rapidly increasing for
the LAIWS’ services, so their income is growing.

BRAC used posters, popular theater, and “miking” to publicize the LAIWS’
services and the importance of modern methods of livestock rearing. “Miking” is
a very popular way to spread various types of information in Bangladesh, especial-
ly in rural areas. A rickshaw, bicycle, or scooter is decorated with posters and a
microphone is placed in the front; it is then driven around the villages to make
announcements. The microfinance VO meetings and networks are also used to
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inform people about improved breeds and the opportunities they offer.

Initially, to facilitate service delivery at the community level, BRAC used “post
boxes” placed in villages so that people who needed the service could leave a note.
With the massive expansion of cell phones in Bangladesh, BRAC is now providing
the LAIWSs with loans to buy phones. The name and number of the relevant village
LAIW is displayed throughout the village and in the BRAC area office, and is pub-
licized through the microfinance VO network.

Getting basic health services to reach the poor

Many of the costly health problems faced by the poor can be reduced if basic infor-
mation and prevention services are available in villages. And illness is a key reason
for increased poverty and defaults on microfinance loans.

The traditional MFI response to this issue has been insurance, which address-
es the demand-side constraint of finance. But the demand side includes other con-
straints besides finance, such as knowledge of ways to prevent disease, or having
the information on services available. Premium payment today for an uncertain
event in the future for the poor when there are many other pressing competing
needs, also makes insurance uptake by the poor a challenge. BRAC approached this
problem by making basic health services available at the community level. Again,
the microfinance VO structure played an important role. Appropriate VO mem-
bers were selected and trained in essential health care. They were then assigned to
work areas covering around 300 households each. Within their area they provide
basic health information and advice, sell non-prescription medicines for basic ill-
nesses, take pregnant mothers for ante-natal checkups, help mothers to immunize
their children at government facilities, and mobilize the community for national
immunization day. BRAC’s annual expenditure on training is 285 takas (about $4)
per volunteer. The volunteers earn money by selling medicines at retail rates, and
by referring people to health facilities. They can average 200 to 250 taka monthly.

Making rights real for the poor: BRAC’s Human Rights and Legal Services

For the poor, especially women, a crucial constraint is lack of knowledge about
their legal rights and difficulties accessing legal services when they need them.
Without such knowledge, poor women can lose the few resources they have and
become even more vulnerable within the society. Often when Bangladeshi women
slide into poverty and dispossession, legal disempowerment is a key element in
that slide.

BRAC sought a cost-effective mechanism to address this constraint. It started
from a promotive perspective, providing human rights and legal education
(HRLE) for its members. It trained group members as cadre legal volunteers to
provide this training to others. With the help of leading national legal experts, it
developed innovative training materials such as flip charts to provide training on
basic rights and essential legal issues in the areas of inheritance, marriage and vio-
lence against women. Each group member pays the legal volunteer about 15 cents
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(10 taka) for her services and BRAC pays another 15 cents. To maintain continu-
ity, BRAC formed local Law Implementation Committees (LICs) consisting of the
top three learners in an area; they maintain close links with other BRAC members.
During 2006, over 10,000 HRLE classes were held for over 200,000 BRAC mem-
bers.

BRAC was well aware that once it took hold, this basic knowledge about rights
would lead members to call for more direct legal action to support the poor.
Indeed, BRAC soon formed a partnership with two leading legal-aid NGOs in
Bangladesh to help BRAC members and other poor in the community resolve their
conflicts through alternative dispute resolution. If women need to go to court,
BRAC provides legal advice and assistance through a cadre of panel lawyers who
are paid a modest honorarium for their services. They provide assistance with
issues like polygamy, dowry, dower and maintenance payments, divorce, physical
torture, and land-related disputes. As of December 2006, a total of over 42,000
complaints had been made and over 50% were resolved. So far, almost 3,000 cases
have been filed in local courts, and over 35% have been resolved. The program has
succeeded in obtaining about US $1.2 million in monetary compensation for its
members in various cases.

The fact that all these cadres of volunteer workers are recruited from the VO
members helps in many ways. The VOs are the focus of BRAC’s delivery structure,
including microfinance. Typically, a VO consists of 35 to 40 members who are
formed into smaller groups of five. This structure provides a ready market for serv-
ices, arising from the initial access to microfinance. Though most of the volunteers
have little education and low socio-economic standing, they are members of the
VOs and are trained and certified by BRAC, so their fellow VO members trust their
services as they would not trust villagers outside the VOs. Fellow members can also
hold them to account for their services more effectively than outsiders could. As
their services became established within the secure and controlled environment of
the VO, they can then extend them to market beyond the VO membership.

INCLUSIVE MICROFINANCE: NEW GROUPS, NEW SERVICES

Making microfinance inclusive is the new mantra. The focus, however, is not only
on new financial products, but also on designing socio-economic processes that
create strategic linkages with microfinance. Because the various hitherto un-served
groups face different constraints, they may require a wider set of introductory
non-microfinance interventions so they can make the best use of microfinance
itself. The key challenges here involve packaging and sequencing. Another is how
to develop appropriate incentives and management systems that do not distort the
process, but instead create synergies. In this section, we briefly describe several
ways that BRAC is challenging itself to make microfinance truly inclusive.
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Building opportunity ladders for the extreme poor

BRAC has long realized how hard it is to address the needs of the extreme poor
using conventional microfinance. In Bangladesh, where outreach to the poor and
the poorest has had the greatest influence in shaping the discourse on microfi-
nance, evidence suggests that about 15% of all microfinance clients are among the
very poorest. This is not an insignificant result for BRAC’s outreach, and occurred
mainly as microfinance expanded
with the support of PKSF (Palli
BRAC has 1 ong re alized how Karma Sahayak Foundation), the
government-sponsored and
hard it is to address the needs donor-funded wholesale institu-
. tion. However, work by BRAC’s

of the extreme poor using

Research Division® shows that a

conventional microfinance. significant portion of these poorest

clients tend to be relatively inactive

as participants. That is, they bor-

row far smaller amounts, and do so

less frequently, and they tend to have long overdue debts that they cannot repay.

Also, unlike most microfinance members, they are more likely to drop out of one

MFI and not join another one. All this suggests that the focus of discussion on

microfinance and the extreme poor should go beyond their simple membership in

MFIs, to examining the quality of their MFI participation and how it can be
improved.

For BRAC the challenge was to develop cost-effective mechanisms to include
the extreme poor in the programs and to move beyond grants.

In 1985, the Vulnerable Group Feeding (VGF) program of the World Food
Program (WFP) was providing time-bound food assistance to the extreme poor
living in vulnerable areas. To implement a new sustainable model for the most vul-
nerable, BRAC approached the WFP and together the two NGOs designed the
Income Generation for Vulnerable Group Development (IGVGD). program to
link extremely vulnerable women to mainstream development activities. This ini-
tiative organized extremely poor women into groups and provided them with skill
development training in sectors, such as poultry, where large-scale self-employ-
ment can be created.

While the program was operating, these extremely poor women were given a
monthly ration of wheat for two years. The program also developed a savings
scheme and later provided small amounts of program credit, so that the women
could use their training to develop more meaningful and secure livelihoods. The
whole program aimed to take systematic advantage of a window of opportunity in
the lives of these extremely poor women: While they were receiving food transfers
and had some short-term security, it provided support so that the women could
stand on more solid ground once the transfer period ended. An independent study
by WEFP found that through this strategic linkage, more than three quarters of
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those who received the monthly ration card became regular clients of BRAC’s
microfinance program.

A CGAP (Consultative Group to Assist the Poor) study found that the average
woman in the VGD program received a subsidy of about US $135, which is fairly
small, considering that the overwhelming majority of IGVGD women graduated
out of their need for continuous handouts. As more of the VGD women graduate
to BRAC’s microfinance program and as they improve the quality of their lives,
BRAC will likely be able to recoup these subsidies.

BRAC’s experiences with IGVGD demonstrated that it is possible to create
opportunity ladders out of the safety nets for those who are left behind by conven-
tional microfinance. So BRAC became even bolder, and experimented further with
this concept. BRAC noticed that the IGVGD approach helped the great majority of
its participants to benefit from regular microfinance programs, but a significant
minority still failed to reach this stage. More worryingly, those who failed to “make
it” were among the poorest of the poor.

They also saw several reasons for this situation. Sometimes, the local represen-
tatives selected participants based on political motives and other forms of self-
interest. More importantly, the VGD women often failed to get the full benefits of
the window of opportunity that the food transfer provided, because two or more
of them tried to share one VGD card. Sometimes, the cards had to be “bought’—
which often meant selling the cards, in advance, to wheat dealers to raise the
money for the “payment.”

BRAC felt the need for a program that would give it more control over these
processes; it also wanted to design a specific window of opportunity in which the
extreme poor (those spending 80% of their income on food, yet not being able to
attain 80% of the calorific requirement) could build solid ground and then move
forward.

In January 2002, to address these challenges, BRAC started a new experimen-
tal program, “Challenging the Frontiers of Poverty Reduction: Targeting the Ultra
Poor,” or TUP. The program seeks to “push down” the reach of development pro-
grams, specifically targeting the ultra poor through a careful methodology that
combines participatory approaches with simple survey-based tools. During the
period 2002-2006, it worked with 100,000 ultra-poor women.

The whole idea behind the CFPR/TUP approach is to enable the ultra poor to
develop better options for creating sustainable livelihoods. This requires a combi-
nation of approaches; some are promotional, such as asset grants and skills train-
ing, and others are protective, such as stipends and health care services. It also
means attacking constraints at various levels: within households and in the wider
environments of institutions, structures and policies. The CFPR/TUP approach
aims to deliver on all these fronts; BRAC hopes that the initial subsidy in this
approach, which will be heavier than the IGVGD, will reap benefits by allowing the
extreme poor to build a more solid and comprehensive base from which to move
ahead.

After two years of intensive grant-based support, the members of the

innovations / Middle East 2008 153



Fazle Hasan Abed and Imran Matin

CFPR/TUP program form their own microfinance groups. As of December 2006,
over 15,000 CFPR/TUP members had formed their own groups as a part of the
graduation package. BRAC has disbursed over US $500,000 to these members;
their average grant is $38 and they have saved close to $366,000.

Microfinance for adolescents: Starting early

The proportion of the population in the 15-29 age group is increasing in South
Asia, including Bangladesh, due to an interplay between declining fertility rates
and population momentum. This segment of the population will constitute the
next generation of workers, parents, citizens and leaders. This “youth bulge” is like-
ly to intensify further over the next two to three decades as fertility rates decline
more markedly and the momentum in population growth slows.

Some see the swelling numbers of young people as a risk. With rising enroll-
ments in primary school, and growing primary completion rates, young people
will create enormous pressure at the higher levels of education. A closely related
risk is high unemployment and the associated vulnerabilities that it creates for
young people and the society at large. Although this is one of the healthiest peri-
ods of a person’s life, it can also be a time of taking on risky behaviors that can
injure one’s health.

Still, these large numbers of young people bring unprecedented opportunities
as agents of growth and social change. Along with the “youth bulge” comes a
declining dependency ratio which presents a unique window of opportunity. The
economic arguments for investing in children and dependent youth have never
been better.

Microfinance has traditionally focused on married women, usually aged over
25, while education programs typically focus on primary school children. Thus
mainstream development efforts generally miss a critical and large part of the life-
cycle, as people make their transition from childhood to adolescence and youth.
But investing in people during this period of their lives can yield significant devel-
opment dividends.

Adolescence is an extremely vulnerable period, especially for girls in a patriar-
chal society like Bangladesh. As they reach puberty, many encounter abrupt phys-
ical restrictions that they will continue to face throughout their lives. Lack of
mobility has far-reaching implications in shaping their mindsets, worldviews, aspi-
rations and confidence levels; these, in turn, adversely affect their decision-making
power throughout their lives.

To address the particular contextual realities that face adolescent girls in
Bangladesh, in 2003 BRAC initiated a special microfinance program for them:
Employment and Livelihood for Adolescents (ELA). It aimed to provide ways that
adolescent girls could begin to become economically self-reliant; eventually, it
hopes to unleash a process of overall empowerment as these adolescents enter
adult and family life. ELA offers its group members different kinds of trainings to
help them earn an income and develop a savings habit, and it provides access to
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small loans. As of December 2006, over 272,000 adolescent girls had become mem-
bers of ELA and formed over 9,000 ELA groups, each consisting of 15 to 20 mem-
bers. Over 87% of them have taken on a loan averaging US $70. They have saved
in total almost $3 million.

In addition to helping the adolescents begin their journey in becoming eco-
nomically self- reliant, ELA has recently begun to develop a social space called ELA
Centers, where members can expand their social opportunities, become involved
in other groups, and learn to act as social change agents in their home, family and
community.

Reaching the socially excluded: Microfinance for Commercial Sex Workers

For many reasons, commercial sex workers (CSWs) are vulnerable and socially
excluded. Their lives, and their livelihoods, tend to be mediated by multiple layers
of intermediaries who exploit them in many different ways. But they must rely on
these intermediaries to protect them, given that they are so vulnerable, in terms of
income and health, as well as socially
and politically.

Given the global concern over the

spread of HIV and AIDS, various at- ] The ba.SIC SplI‘lt of
risk groups, including CSWs, are microfinance is to search

being targeted for different types of for pOSSlblll ties based on

interventions. Generally these inter-

ventions aim to increase condom use, knowledge) understanding
raise awareness and provide some

treatment of various sexually trans- and perspectives that start
mitted diseases and infections, at ground leveL

though less treatment is available for
those with HIV/AIDS. Despite this
initial support, they remain very vul-
nerable economically.

In 2004, BRAC started a small project to increase condom use among brothel-
based commercial sex workers. BRAC soon recognized much more deeply-rooted
constraints behind the low rages of condom usage. It engaged in extensive consul-
tations, and developed a cadre of health volunteers among the commercial sex
workers who would provide basic health support and sell a range of health prod-
ucts such as essential non-prescription medicines, condoms, and low-cost sanitary
napkins. In addition to these interventions, BRAC also works on the demand side;
its awareness-raising activities include video shows, and quiz and popular theatre
shows, at the community level and among students of schools and madrassas. At
some of the consultation meetings, the CSWs began to mention how much they
needed secure futures for themselves and their children. Among the needs they list-
ed were schooling for their children, and safe places to save and to take out loans.
This prompted BRAC to start microfinance for CSWs, with a key focus on savings.
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As of December 2006, BRAC had managed to motivate over 50% of the CSWs
in the six brothels where it is working to form their own groups to save and bor-
row. It has disbursed a total of over US $57,000 in loans to the CSW borrowers,
with the average loan about $190. The members have been able to save over
$16,000 during these years.

Bridging the gap with the basic spirit of microfinance: Financing micro and
small enterprises

The basic spirit of microfinance is to search for possibilities based on knowledge,
understanding and perspectives that start at ground level. It is this keen and
nuanced understanding that allows those involved in microfinance to select clients,
segment markets, enforce loan contracts, manage loan repayment problems, and
make everyday decisions. A good microfinance staff member has to be a barefoot
economist, a sociologist, and a psychologist, all at once. When staff members can
take this incrementally accumulated sense of life on the ground, with all its twists
and turns, and combine it with the arts and sciences of management structures
and incentives, they can facilitate successful scaling-up operations.

This kind of spirit, and the organizational culture that nurtures and sustains it,
is critically important in breaking into new market segments, especially when the
segment is informal and unknown, like the micro and small enterprise market seg-
ment. Most of the micro and small entrepreneurs operate in the market’s informal
segment, and lack the kinds of formal documentation that conventional financial
institutions typically use for appraisals. These entrepreneurs have little or no access
to traditional mechanisms of loan enforcement. Anyone appraising the potential
to grow and repay loans has to take the person’s financial abilities into account
using innovative means, but must also take on social tasks that conventional bank
representatives are often not suited to do well.

BRAC realized that a sizable portion of its existing microfinance clients were
entrepreneurial enough to handle larger loans and grow their businesses; it also
saw a large unserved market consisting of micro and small entrepreneurs. It knew
that growth in this segment of the market was important for generating employ-
ment, which would lead to local economic growth. So, in 1996, it initiated
Microenterprise Lending Assistance (MELA), a special lending program for micro
and small entrepreneurs. As BRAC gained experience with the needs of that mar-
ket and learned to manage its program more efficiently, it divided the MELA pro-
gram into two segments: UNNOTI (meaning development) with loans ranging
from US $215 to $715, and PROGOTI (meaning progress) with loans ranging
from $715 to $4285. Like those in DABI (Daridro Bimochon—“Poverty
Alleviation” in Bangla), BRAC’s core microfinance program, UNNOTI clients
must form groups and attend meetings to take on loans, while PROGOTI clients
are served individually. To receive loans, PROGOTI clients must open a bank
account; however, UNNOTT clients only need a passbook for their transactions
with BRAC.
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As of December 2006 the UNNOTI program had almost 550,000 members,
who had borrowed over US $180 million in loans averaging $250. Another 343,000
entrepreneurs are borrowing from BRAC’s PROGOTI Program in loans averaging
over $1,000.

Transfer at the doorstep: Remittance partnership

International remittances have been creating a silent revolution in Bangladesh.
According to Bangladesh Bank statistics, in 2005, the country received over $3 bil-
lion in international remittances, which grew by over 14% a year between 2000 and
2005. The importance of such a huge flow of foreign exchange at various levels of
the economy is not difficult to

understand.

People use various methods to The current discourse on
send remittances. A study by . . .
RMMRU found that 46% of the total microfinance, with its

volume of remittances was chan-
neled through official sources,

exclusive focus on

around 40% through hundi or unof- innovations in financial
ficial channels, and 6% through . .

friends and relatives. The remaining pI’OdUCtS, 1S 1mp0rtant. But
8% was hand-carried by migrant we see great Scope for
workers coming home on visits. . . .
Most of the remittance flow is irreg- further mnovations, if we

ular, coming 3 to 4 times a year. On take a broader perspective

average, transfers sent through offi- .
cial channels cost almost $2 at the on microfinance.
receiving end, but those sent unoffi-

cially cost about $1. With official

transactions, people had to wait

12.83 days on average to receive cash after they deposited the draft in the bank,
while it took only 3 days after they got information about the transfer when remit-
ting money through the unofficial channel Clearly, there is great room for
improvement at the receiving end, in terms of cost, convenience and speed of
transfer through official channels. For providers of official remittances, a major
constraint is their lack of an outreach network, especially in the rural areas, home
to a large majority of those who receive the remittances.

This is where microfinance institutions like BRAC, with its network of over
2,000 rural branches, can play a significant role, and it has now partnered with
BRAC Bank, a full-service commercial bank. As Bangladesh has no official identi-
fication system, one key problem is identifying the beneficiary, which increases
transaction costs for both the financial institution and the beneficiary. But BRAC
could use its local knowledge; it carried out a survey to register close to 100,000
beneficiaries, providing them with a registration card, unique registration number,
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and remittance passbook. Through an intranet, the BRAC Bank Head Office in
Dhaka is connected with all the branch offices; it can send transfer advice to the
relevant branch office overnight. The registered beneficiary comes to the branch
office with card and passbook, fills in a withdrawal slip, and gets the money with-
in minutes.

For each transaction, BRAC Bank sends BRAC a service charge of 175 taka (a
bit over $2). BRAC Bank processes close to 35,000 remittance transactions every
month, largely through this innovative partnership with BRAC. Although BRAC
Bank is a very new entrant into this market, it already has an overall remittance
market share of 4% and has been able to capture 35% of the remittances to
Bangladesh that had been routed through Western Union.

This partnership is not only about providing convenience, speed and low-cost
transfers. To discourage people from using hundi, (because the money is unac-
counted for, it can be used to finance drug business, terrorism etc.), BRAC Bank is
using the popular theatre program of its Social Development Program, which runs
over 29,000 popular theatre shows every year in the nation’s villages.

A study by International Organization for Migration, having looked into the
patterns of remittance use in Bangladesh, sees several factors that constrain the
further investment of remittances in productive sectors. They are primarily areas
where the country lacks resources. For example, Bangladesh has few resources for
promoting information, advice, training and other services relating to investment
in new and potentially successful sectors. It also has few ideas about investment
opportunities, and those receiving remittances have little expertise in running
businesses. If some of these constraints can be alleviated, conditions will improve
for all parties involved, including the financial institutions involved in the remit-
tance business. Then, larger remittances can flow more regularly and those who
receive them will be more interested in other financial products.

With this in mind, the BRAC Bank, in partnership with BRAC, is developing
new products; one is Probashi DPS, a special deposit pension scheme for
Bangladeshis working abroad. BRAC is also encouraging the registered beneficiar-
ies among its members to open savings accounts and take out loans to start enter-
prises. BRAC Bank is encouraging the beneficiaries to consider taking out SME
loans against the savings from remittances. BRAC Bank is also offering insurance,
against accidents and disability, which pays out up to US $1,400. The policy is sim-
ple: it is valid as long as the remitter commits to making at least one transaction in
65 days.

NEEDED: A BOLDER MICROFINANCE VISION

Globally, given the huge un-served and under-served demand for microfinance
and the lack of solid institutions, another large unfinished agenda exists: to ensure
that the largest number of poor people can have reliable and reasonably priced
access to different kinds of financial services. But we must also find innovative
ways of doing more.
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What we have argued in this paper is that the process of microfinancing,
through social intermediation, creates valuable forms of capital that remain large-
ly untapped. From BRAC’s experiences, we have provided some examples of how
the process capital of microfinancing can be harnessed to address other constraints
that the poor face in their fight against poverty. New forms of exchanges are creat-
ed, along with new forms of service-based employment, and poor people adopt
new techniques that bring their enterprises larger returns. Decisions on how to
implement these programs—should they be run by one single institution or a
partnership, and how should they be sequenced—will depend on institutional
characteristics, incentive structures and other contextual variables. In this paper,
our purpose is not to prescribe, but rather to draw attention to the possibilities of
using the microfinance structure and processes in bolder and more innovative
ways.

The current discourse on microfinance, with its exclusive focus on innovations
in financial products, is important. But we see great scope for further innovations,
if we take a broader perspective on microfinance, especially with respect to its
process capital. Microfinance is certainly not a silver bullet, but it does have great
power and possibilities. By broadening our current imagining of microfinance, we
can harness it more fully and thus do far more to alleviate poverty.

1. The village organizations are the gateways and nucleus of all BRAC development activities.
Typically, a VO consists of 30 women and is a federation of small 5-member groups. Each small
group has a group leader and the VO members will nominate one of them to be the VO chairper-
son. The VO will also have a treasurer. Currently BRAC has over 170,000 VOs all over Bangladesh.

2. BRAC since its beginning has paid serious attention to evidence leading it to set up its own in-
house Research and Evaluation Division in 1975. This Division has over the years played a signif-
icant role in evaluating BRAC’s development programmes and identifying gaps for improvement.
A number of new BRAC programmes, such as its special Program for the ultra poor, emerged out
of research and evaluation. For more about BRAC’s Research and Evaluation Division, see
<www.bracresearch.org>.
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