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Client Demand and Choice in Credit with Education


The original designers and proponents of Credit with Education, coming from the public health perspective, started with a reasonable assumption that clients, especially the poorer ones, should not be expected to pay for education they don’t yet know they need.  And when it is feasible to provide public health education, clients should not be deprived of what they need in order to get many things they clearly want, such as able bodies and live, healthy children.  Credit with Education designers assumed that women would pay for financial services but not education, because the benefits of preventive education for better health are not experienced immediately (or even directly, in the case of child health) by the women being educated.  

The value of preventive public health interventions is perceived mainly in their absence, when it may be too late for the affected individuals to be helped.  The “need” precedes the “want.”   The consumer demand to which normal business responds is geared to wants rather than needs.  “Externalities” (delayed or indirect effects) are the concern of society and government rather than consumers and private business, which is why public health interventions are usually publicly funded.  In the case of Credit with Education (which is usually initiated with public or philanthropic funding), the on-going public health intervention is cross-subsidized by the private revenue from on-going credit services in high demand.  

Given that credit for the poor is a low-margin line of business, the education component was designed to be integral to the village banking experience and to impose as little extra cost as possible on either the provider or the client (not just free of extra charge but also making sure learning sessions do not make the village bank meetings too long).  Succeeding in this design objective, there has not been an apparent need to charge more than what people are willing to pay for credit services.  The evidence in section III that women, after experiencing the education, place such a high relative value on the education they receive (and might even pay extra for it) and that the education component might convey a competitive advantage to Credit with Education providers has come as a welcome surprise to the original designers and proponents.
The unified design is considered by some to be paternalistic, even unethical, because it “forces” public health education on the microcredit client whether she wants it or not.  It would be difficult to debate this point without a philosophical exploration of the moral imperative to intervene on behalf of the disadvantaged—especially of children, whose life or death can hinge on the mundane knowledge and practices of their mothers and other female relatives.  Given the public health objectives of the provider institutions, allowing their clients to choose not to participate in the health-related education could be considered unethical.

At a practical level, client choice is presumed to apply pressure on the education provider to offer the highest quality, most efficient service.  This seems a valid criticism of the original design of Credit with Education.  Yet the author knows of no experiments or innovative designs to offer such choice, at least not for relatively new clients.  In large part, lack of choice reflects the dominant practice throughout the microcredit movement to offer new clients, and even long-term clients, a single package of services that allows little if any customization to accommodate individual or group choice.  The rationale for this inflexibility is that customization imposes extra costs and introduces new risks that threaten the opportunity for financial sustainability of the service.  Nonetheless, there is unexplored opportunity for choice and customization in the offer of education.
Even in the original design, it must be understood that there is up-front, full disclosure to potential clients of what is involved in Credit with Education.  People make the decision to join or not, knowing that more than microfinance is involved.  Many who want access to credit and savings do not join, but almost always for reasons related to the terms and conditions of village banking, not the education add-on.  The little anecdotal evidence in section III indicates that where competition from microfinance-only providers exists and is growing, people are still choosing to join and stay with unified programs.  This competition already is heightening awareness among Credit with Education providers of the need to assure quality and efficiency in their unified services.
