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Abstract

As part of the African Health Markets for Equity (AHME) partnership, a multiyear investment by the Bill & Melinda Gates Foundation and the United Kingdom
Department for International Development (DFID) that aims to make health markets
work more effectively for poor populations, the Medical Credit Fund (MCF) has
partnered with local financial institutions and technical assistance organizations to
provide loans and business support to small and medium-sized enterprises (SMEs)
in the health sector. This case study documents the MCF story in Kenya, one of the
AHME focus countries, through interviews with key stakeholders.
The narrative emerging from the interviews is that obtaining loans for SMEs in the
health sector was difficult before 2010 as a result of banks preferring to lend to the
government and providers not having the collateral necessary for the loan. It then
became much easier in the ‘’golden years’’ between 2013 and 2016. MCF played
an important role during this period by partnering with local banks to co-finance
the loans. MCF’s partnership paved the way for some local banks to start offering
bank loans to health SMEs. The success of these early loans had the dual effect of
inspiring more banks to enter the market and more providers to access loans. The
quality assessment and business support components of the MCF model have helped
providers to increase the quality of care they offer, adopt better management practices,
and become better businessmen. The expansion of financing to health SMEs received
a jolt in late 2016, when the Central Bank of Kenya introduced an interest rate cap
that has once again it made it harder for banks to lend to smaller businesses. In this
context, MCF’s digital loan product (a cash advance via the M-TIBA platform) that was
launched in 2016 represents a potential financing solution to the working capital needs
of health SMEs.
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Introduction

A critical component
of the AHME strategy
focuses on enabling
private providers to
access capital and
technical assistance.

04/05

The private sector accounts for more
than half of health services consumed in
sub-Saharan Africa.1 However, a number
of demand- and supply-side constraints
limit the ability of the poor to access highquality health care from private providers
in low- and middle-income countries
(LMICs). On the demand side, the poor
cannot afford the user fees charged by
private providers unless they are covered
by a government financing scheme that
subsidizes the costs.2 On the supply
side, private health care delivery in many
African countries is characterized by a
large number of small providers delivering
a narrow set of services at low levels of
quality.3 Addressing these challenges has
emerged as a priority as many LMICs
seek ways to leverage the private sector to
achieve universal health coverage (UHC).4
The African Health Markets for Equity
(AHME) partnership, a multi-year
investment by the Bill & Melinda Gates
Foundation and the United Kingdom
Department for International Development
(DFID), has been working on a marketbased approach to increase poor people’s
access to and use of quality essential
health services in Kenya, Ghana, and
Nigeria.5 AHME’s theory of change
holds that growing private health care
businesses, combined with interventions,
first, to improve the range and quality of
primary health care services offered by
small- and medium-sized health facilities
and, second, to link private providers with
government health insurance schemes
for the poor, can enable the poor to
obtain high quality services from private
providers. A critical component of the
AHME strategy focuses on enabling private
providers to access capital and technical
assistance (TA) so that they can grow
their businesses and improve the quality
of services. This component has been
implemented by the Medical Credit Fund
(MCF), a non-profit investment fund that
facilitates access to capital and businessoriented technical support for small and
medium-sized enterprises (SMEs) in the
health sector. In Kenya, MCF has worked
in collaboration with other AHME partners,
such as Population Services Kenya (PSK)
and Marie Stopes Kenya (MSK) that both
operate large social franchise networks of
small- to medium-sized private healthcare
providers in the country.

The AHME partnership
Marie Stopes International leads
the multi-year, multi-country AHME
partnership, which is funded by the
Bill & Melinda Gates Foundation and
DFID. AHME commenced its work
in Kenya in 2012 through various
implementing partners including
MSK, PSK, MCF, SafeCare and the
International Finance Corporation.
Both MCF and SafeCare are
subsidiaries of PharmAccess
Foundation, a Dutch development
organization.
This case study documents the MCF
story in Kenya, one of the AHME focus
countries. We present a qualitative
exploration of the influence that MCF
has had on the market for financing for
health businesses in Kenya and key
lessons learnt.
Section 2 below describes the
methodology used to develop the case
study. Section 3 provides background
on MCF. Section 4 describes the SME
financing landscape in Kenya prior to the
introduction of MCF. Section 5 charts
the introduction and evolution of MCF in
Kenya. Section 6 explores perceptions
from different stakeholders about how MCF
has influenced the market for financing
for health SMEs. Section 7 discusses
challenges that persist, and ideas for
how they may be addressed in the future.
Section 8 offers some concluding remarks.

Methodology

This case study addresses the following
questions:
1.	What was the landscape in terms of
financial products for health SMEs
before the arrival of MCF?
2.	How has that landscape changed as
the result of MCF?
3.	What challenges remain for health
facilities seeking financing? What
measure do local stakeholders
recommend for addressing these
challenges?
To answer these questions, we collected
information through a desk review of
the literature, and we conducted semistructured interviews with key informants
and stakeholders in Kenya. The desk
review included relevant articles from
peer-reviewed journals, the grey literature,
and internal documents and data from
MCF and other key stakeholders. For
the interviews we purposively selected a
sample of 15 key informants to represent
different groups of stakeholders. They
included five health care providers (two
with MCF loans, two without any loans,
and one with a non-MCF bank loan),
two financial institutions partnering with
MCF to provide loans, one bank that
is currently not partnering with MCF,
three implementing partners that have
collaborated with MCF to deliver TA to
private providers, and four development
institutions working on private sector
health and/or financial inclusion issues
(see the Annex for a full list of institutional
representatives interviewed). In addition to
these 15 key informants, we interviewed
3 representatives from the MCF team
in Nairobi and at their headquarters in
Amsterdam to understand how the model
operates. We used a discussion guide to
conduct the semi-structured interviews,
which focused on access to capital for
small businesses in the health sector
and how that has evolved over time,
perceptions about MCF, and continuing
challenges. All study participants gave
their informed consent before the
interviews. We recorded and transcribed
the interviews. Then we analysed the
transcripts to identify common themes
and points of divergence.

This case study contributes to AHME’s
learning agenda, which seeks to
capture experiences and insights from
AHME partners as they implement
the AHME programme. The intended
audiences for this case study include
government institutions, field practitioners,
implementing partners and donors
interested in understanding different
approaches for enabling the private health
sector to deliver services to the poor.
Conceptualized as a case study rather
than a scientific research study, it does
not attempt to quantify MCF’s impact, nor
does it assess the efficiency or valuefor-money of the MCF model. Rather, it
is a qualitative stock-taking of how key
stakeholders in the sector perceive the
effect of MCF. The authors are not aware
of any existing randomized evaluation of
the MCF intervention. While a quantitative
impact evaluation of AHME is ongoing that
will provide an assessment of the effect
of the AHME package overall, it will not
specifically measure the effect of the MCF
intervention on provider business growth or
the quality of services they offer. A couple
of studies have used observational data
to show that MCF has a positive effect on
quality of care and provider business in
Kenya and Nigeria6.

MCF: what it is
and how it works

Figure 1: Comparing share of firms with loans in
sub-Saharan Africa with other developing regions
(Beck and Cull, 2014)

The literature on the growth of SMEs in
Africa documents the barriers that SMEs
in all sectors face when trying to obtain
loans. As shown in Figure 1, while firms in
sub-Saharan Africa (SSA) are as likely to
have bank accounts as their counterparts
in other developing regions, they are much
less likely to have loans.7 This is largely
because banks in Africa have traditionally
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preferred lending to governments. To the
extent that they lend to private firms, they
prefer big businesses over SMEs, which
are perceived as particularly risky. From
the perspective of the SMEs, borrowing
from banks has not been attractive,
as the interest rates have been high,
the collateral required is considerable,
and the application process is complex.8
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domestic financing
sources by partnering
with local banks and
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institutions to fund
or guarantee loans
to health care SMEs.
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Against this backdrop, the Dutch nonprofit PharmAccess Foundation (PAF)
set up MCF in 2009 to improve access
to financing for SMEs in the African
health sector. MCF employs a two-prong
approach that combines loans with
technical support. In each country where
it operates, MCF partners with financial
institutions – typically, local banks and
micro-finance institutions – to extend
loans to private health care providers.
MCF and the local financial partners
co-fund or co-guarantee the loans; in this
way MCF funding leverages domestic
sources of financing. MCF also works with
TA partners – social franchisors, private
sector associations, business schools
and government agencies – to provide
business advice and help providers to
improve the quality of services (see box,
The Medical Credit Fund process, for
details on how MCF works). Offering
this kind of “soft” assistance to providers
serves an important risk-mitigating function
for the lending programme.

Account
(non-SSA)

Loan
(SSA)

Account
(SSA)

The genesis of MCF can be traced back
to PAF’s work to develop communitybased health insurance schemes between
2005 and 2008. In this context, PAF came
face-to-face with the reality that private
health care providers in African countries
are small, offering a limited range of
services of questionable quality. They
were not able to access loans to invest
in quality improvement and expansion.
This inspired PAF to set up MCF and a
parallel venture, SafeCare. While MCF
focuses on improving access to capital and
on building the business skills of private
providers, SafeCare focuses on assessing
the quality standards of private providers
using standards from the International
Society for Quality in Health Care (ISQua)
as a basis for ongoing, step-wise quality
improvement. MCF and SafeCare are
mutually re-enforcing. Through the
SafeCare assessment, providers realize
where their weaknesses are, and they
can access financing through MCF to
undertake quality improvement measures.
On the flip side, providers interested in
accessing a loan through MCF are required
to undergo a SafeCare assessment, both
to benchmark their current quality levels
and to guide investments in the business.

The Medical Credit Fund process
The MCF approach under AHME involves three entities: MCF, a TA partner and a
banking partner. The main steps in the process are these:
1. Facility recruitment: The TA partners introduce the loan programme to SMEs
and “recruit’’ the provider for the MCF loan programme.
2.	Facility assessment: The TA partner produces a business assessment as
well as an assessment of medical management quality, using the SafeCare
standards. The TA partner uses quality officers trained in the SafeCare
approach as well as business advisors to undertake these assessments. The
findings of the business assessment are shared with MCF and the bank. The
TA partners also help providers fill out the paperwork to apply for a loan.
3.	Loan processing: Both MCF and the banking partner review submitted
documents and undertake separate risk assessments to establish loan eligibility.
4.	Loan issuance: The loan is issued, co-financed and guaranteed by the bank and
MCF on a 50–50 basis. Most facilities typically start with a small loan, although
some may qualify for larger loans depending on their size and quality score.
5.	Ongoing technical support:
The quality and business advisors from the TA partner agency provide ongoing
training and support, and they undertake additional SafeCare assessments
periodically to gauge progress.
6.	Loan repayment: The facility repays the loan (including interest), thereby
qualifying for further, larger loans.
MCF is financed by a mix of grants and debt financing from philanthropies, private
investors, governments and semi-public development finance institutions. The
Fund’s capital base of first loss is funded by grants, typically from public sources
and donors, and serves as a risk cushion for other private investors providing
capital for the loans. Grants from donors, such as the AHME investment, pay the
cost of the technical assistance programme.

MCF began in Tanzania in 2010, where
PAF had been working for a number of
years. It extended operations to Kenya,
Ghana and Nigeria between 2011 and
2017 through its work under AHME and
other projects. It is now expanding to
other countries in sub-Saharan Africa,
including the francophone countries.
Alongside this geographical expansion,
MCF is also increasing the suite of
products it offers, typically in response to
local market conditions and needs. For
example, in Kenya MCF has introduced
a financial product that enables providers
to apply for loans through their mobile
phones. The provider’s history of mobile

money cash receipts is used as the
basis for the loan. This makes the loan
application easier and quicker to process
than a conventional bank loan. Moreover,
the loan does not come with the collateral
requirement typical for most bank loans
and challenging for some SMEs to
meet. (This product is detailed below.)
In Ghana MCF developed a receivables
financing product that enables providers
to get a cash advance against pending
invoices to the National Health Insurance
Agency, making it easier for these private
providers to cope with delays in claims
reimbursements.

Financing for SMEs:
the landscape in
Kenya before MCF
Barriers faced by health
SMEs for accessing loans

“Someone in
transportation…, vehicles
they can always use as
security. Somebody in
real-estate, their assets are
buildings they can use as
security. But for us in the
health sector...we invest in
equipment. You can get a
very small machine which
goes for 5 million Kenyan
shilling, but the bank will
not see it as 5 million.’’
— Health care provider

“Most relationship
managers are just sales
people who try to push a
particular product to the
business without really
understanding their ability
to pay in terms of cash
flows. They are not
analytical, so they wouldn’t
really understand the
business needs based on
cash flow and business
strategy.”
— Finance sector specialist

“At the point when the MCF
programme started, there
was a problem with health
providers approaching
banks for commercial
loans. Basically, it was
because there was mistrust
between the two parties.”
— MCF TA partner
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Historically, SMEs in Kenya have struggled
to access capital to invest in their
businesses, a situation that, the literature
notes, is the norm in Africa. And this is
despite Kenya having one of the most
developed financial sectors in the region.
Several respondents we interviewed
noted that Kenyan banks have historically
lent money to the government and large
private businesses but avoided SMEs. One
respondent commented that Kenyan banks
typically do not follow best practice in
processing applications and issuing loans.
To use the respondent’s term, they often
practice “lazy banking”, basing
loan amounts on a collateral discount
(i.e., they give loans of a certain
percentage of the collateral value), and
they tend not to perform analytics or risk
profiles of their portfolio. Credit reference
bureaus are new to Kenya, and still not
extensively used by banks.

Third, health care providers typically have
not viewed themselves as businessmen
or entrepreneurs, and, indeed, they often
lack critical business skills. Furthermore,
small health facilities – usually operated
by a single doctor, nurse, or clinical
officer with a small staff – do not have the
necessary financial documents to apply for
loans. Even though health care providers
are usually able and inclined to service
loans without defaulting, they often do not
qualify for loans due to the lack of audited
accounts that proves their profitability.
Many providers also do not have the data
or the data analysis skills to monitor their
own business performance to guide their
investment decisions. They have usually
focused on walk-in clients paying out-ofpocket and have not thought about health
insurance as a source of financing and,
in turn, what they would need to do to
qualify for participation in such schemes.

While all SMEs face difficulty obtaining
bank loans, health businesses face
additional, somewhat unique barriers.
First, Kenyan banks have typically not
viewed health SMEs as credit-worthy,
accordingly to several respondents
interviewed. This was partly because
the banks did not understand the health
market or how health businesses operate;
they were much more comfortable with
agriculture or trading, as they understand
the processes and working capital cycle
for these kinds of businesses. As one
interviewee commented, most bankers
are conservative and are not interested
in pro-actively acquiring sector-specific
knowledge.

The providers interviewed noted that,
in addition to personal savings, they have
relied on loans from either family members
or from savings and credit cooperative
organizations (SACCOs) and micro-finance
institutions. None of these requires the
borrower to provide collateral, but the latter
may require a personal guarantor. Some
facility owners have also taken personal
loans from their banks, which they have
then invested in their business. However,
the amounts providers can get from
these sources are typically small and the
repayment period is short. Until recently,
the interest rates for such loans were high
(this has changed since the government
imposed an interest rate cap in late 2016.)
These characteristics make personal
loans unsuitable for providers to use for
investments in their businesses, which
often call for large amounts of capital
and longer repayment periods.

Second, banks typically require collateral
to issue loans and are reluctant to accept
health care equipment as security to
back a loan, even though the equipment
might be as valuable as other assets
they accept. Banks perceive medical
equipment to be too specialized and hard
to sell if repossessed. They also worry that
repossession of such equipment would be
challenging from an ethical or reputational
point of view; a bank does not want to be
seen as responsible for putting the health
or life of patients at risk. While the banks
prefer property as collateral, health SMEs
often operate out of rented facilities and
hence cannot provide land deeds to
secure the loan.

MCF in Kenya:
how it started and
how it has evolved
MCF began operations in Kenya in 2011.
MCF’s first outreach and TA partner in
Kenya was Kisumu Medical and Education
Trust (KMET), which operates a social
franchise network of private health
facilities and clinics in western Kenyan.
Then, through AHME, MCF partnered
with Population Services Kenya (PSK)
and Marie Stopes Kenya (MSK), which
operate social franchise networks that
span multiple regions across Kenya. All
three social franchisors aggregate a range
of small and medium-sized private health
care providers, using donor financing to
train the clinics to offer priority services
and undertake community outreach
activities. Following the model described
in the box on page 7, these organizations
sensitize providers in their franchise
networks about accessing financing to
grow their businesses and improve the
quality of care they offer, identify providers
interested in loans, assess the quality
standards and business practices of
interested providers, and help providers
to prepare loan applications. They also
provide ongoing training and technical
support in the areas of quality improvement
and business growth to the providers.
MCF’s first financial partner in Kenya was
Sidian Bank, a local commercial bank
that was then known as K-Rep Bank. In
subsequent years MCF partnered with
Chase Bank (now under receivership),
GT bank, Grofin (a business loans
organization) and Faulu, a micro-finance
organization. According to MCF staff
interviewed, their financial partners fall
into two categories: partners that serve
smaller SMEs, for example Sidian and
Faulu, and larger financial institutions like
GT Bank and Grofin. The former require
considerable support from MCF; the latter
process bigger loans to larger facilities and
require less hand-holding from MCF.
From 2011 through 2017, MCF with all
its TA and banking partners extended
bank loans and technical support to 334
private health facilities, as shown in Figure
2. The number of new MCF loans per
year increased from 42 in 2011 to 137 in
2013, as can be seen in Figure 3. While
the number of new loans has fallen in

subsequent years, the share of loans that
were medium-sized and larger has grown.
In 2011 all but two of the 42 loans were
small, first-time loans. By 2014 MCF was
making more medium and large loans
than entry loans. Consequently, the total
value of the loans in Kenyan Shillings has
steadily increased, as shown in Figure 4.
Of the four countries where MCF operates,
Kenya has the largest operation and the
highest repayment rates (> 98%).9 All told,
MCF leveraged a total of 1.7 billion Kenyan
Shillings (or 17 million USD) in lending to
health SMEs between 2011 and 2017.
Two developments have influenced the
evolution of MCF in Kenya since 2016.
The first is the introduction of an interest
rate cap by the Central Bank of Kenya
in late 2016, which has led banks to
reduce – or even stop, in the case of some
banks – making loans to SMEs. Recently
released estimates suggest that lending to
government has increased, while credit to
the private sector, especially SMEs, which
are riskier borrowers, has shrunk in 2017.10
While there are some indications that
the cap may be lifted in the foreseeable
future,11 for the time being the cap has
dampened the appetite of conventional
banks to lend to riskier clients, including
most SMEs.
A second, more positive development
in 2016 was the launch of M-TIBA, an
electronic healthcare funds transfer
platform by CarePay, a mobile financial
services company created out of a
partnership between PAF (MCF’s parent
organization) and Safaricom, the country’s
leading telecommunications company
that pioneered M-Pesa, a mobile money
transfer service. The M-TIBA platform
connects patients, health care providers
and health care purchasers (e.g., insurers,
donors) and facilitates the exchange of
funds and data between them. Patients
can download and install the free M-TIBA
wallet application on their mobile phones,
which they can then use to put aside funds
as well as receive money from relatives
and donors to pay for their healthcare
needs. The funds can only be used to pay
for healthcare services from participating
health care providers. The providers
register with Safaricom for an M-Pesa
till number, which they use to receive the
funds from clients.

Through this platform providers can take
a cash advance on the basis of their
historical M-Pesa and M-TIBA revenues
without having to provide any other type
of collateral. The providers’ subsequent
digital revenues are used automatically to
repay the cash advance. While Safaricom
offers its mobile phone service customers
a consumer loan product called M-Shwari,
the MCF cash advance product has been
developed specifically for health SME’s
to give them access to working capital to
invest in their business. The cash advance
provides higher loan amounts (max of
KES 2.5 million versus M-Shwari’s limit of
KES 200,000), over longer loan periods (6
months versus 1 month for M-Shwari), at
much lower costs.
Figures 2-3 show the rapid uptake of the
cash advance product. From the product
launch in late 2016 through the end of
2017, a total of 245 facilities have accessed
a cash advance, with a repayment rate
of 98%. In a matter of a year, 100 health
providers have accessed 267 Cash
Advances, which is more than half the total
number of bank loans MCF has disbursed
from 2011 to 2017. However, the bank
loans account for a larger volume of funds
than the cash advance.

Through the M-TIBA
mobile phone
platform, providers
can take a cash
advance without
providing collateral.

Figure 2: Total number of health facilities that
have ever accessed MCF products in Kenya
(Source: MCF data)
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Figure 3: Number of new MCF loans per year in
Kenya, by size of enterprise (Source: MCF data)
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Figure 4: Total amount of new loans
disbursed per year (Source: MCF data)
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What has changed
for the better
and why
Effect of MCF on the banks

“If you have all the
documentation, it can
take maybe a week to two
weeks, at most [to make
a funding decision]. You
know, they make us
better bankers.”
— MCF partner bank

“The most important
element of MCF is that they
kind of took away the fear
that the banks have. They
give confidence when you
partner with them … to
make sure the hospital is
profitable, and if it is
profitable, then they are
able to meet their financial
obligations.”
— MCF partner bank

“The banks don’t even have
health products. But with
the kind of work that MCF
did, a lot of the banks
copied those templates and
created their own products
modeled on the Medical
Credit Fund.”
— International partner organization

“They have made it
clear that financing
services in the health care
industry can be better
managed if you have two
partners... Knowledgeable
intermediaries in health
care will make the
financing arrangement
between the financier
and the provider more
effective.”
— Private-sector representative

In this section we turn to respondents’
perceptions about how MCF has affected
financing for health SMEs. Specifically, we
discuss key changes in the behaviour of
banks, health care providers and other key
actors in this market and what role MCF
has played in these changes.

Banks
There is consensus among respondents
that banks in Kenya have become more
open to the health sector than before.
This is especially the case with lending
to heath care providers but also extends
to manufacturers of health commodities
and providers of ancillary services such
as laboratories, diagnostic centres and
pharmacies. One respondent commented
that banks have realized that health is
a ‘’growth sector”, given that lifestyle
diseases are on a rise. Moreover,
increased health insurance coverage
and expansion of the National Hospital
Insurance Fund’s benefit package signal
higher health care consumption and, thus,
more business for providers.
While MCF may not have single-handedly
caused this change, it has played a
crucial role, according to a majority of the
respondents we interviewed. The impact
is clearest in the case of MCF’s banking
partners. One of the banking partners
categorically stated that it would not have
started offering such health care loans had
it not been for MCF. While these banks
certainly appreciate the fact that MCF
accepts a share of the risk associated with
the loan, they also value MCF’s expertise
in the health sector, which the banks lack.
The partnership with MCF has allowed
Sidian, a relatively small bank, to ‘’punch
above its weight”, noted one respondent.
Two of the banks interviewed also noted
that, through its technical support work,
the MCF programme has increased health
care providers’ professionalism, profitability
and service quality, which also is attractive
to the banks. Indeed, one of the partners
even noted that MCF’s standards, in terms
of how to engage the client, understand the
client and serve the client, are higher than
the standards of banks in Kenya and have
motivated the banks to perform better in
this area.

Respondents had mixed opinions on the
extent to which MCF has shaped the
market beyond the direct effect on its
own banking partners. Some – notably
MCF’s TA partners – viewed MCF’s
intervention as catalytic, inspiring a market
for financing for health SMEs. According
to one respondent, when banks working
with MCF, such as Sidian and later Chase
Bank, started marketing their healthrelated loan products, other banks started
paying attention and, in time, introduced
their own loan programs and other financial
products for the health market. One of the
providers interviewed, who took an MCF
loan, credited MCF with “opening doors for
banks to finance the health care industry”.
Other respondents agreed that banks
have become more open to lending to
health SMEs, but they did not link this to
MCF’s work as such. The banking sector
has matured, they felt, and as a result
banks are now offering loans to health
SMEs. Kenyan banks also are exploring
other forms of financing, for example, for
equipment leasing. According to several
respondents, the lower than average
default rate on health sector loans has
convinced banks that the sector offers
viable business at low risk

Effect of MCF on health providers

“The business support
opened up the minds of the
providers. … They also
became smart shoppers.
They knew how to shop for
credit, you know. They
were walking in and out of
institutions just checking
what works for them.”
— MCF TA partner

“The doctors we talk to
know about PharmAccess.
They talk about how they
are helping providers to
better manage – making
their hospital clean, making
sure that they are not
smelling. They have all
those quality standards
that they take them
through. It’s not actually
mostly the money aspect;
it’s the quality.”
— MCF partner bank

“If you want a certain
[larger] amount of money,
and you want to pay it
between 2–4 years, then
I can advise you to go to
MCF, because, after a
certain period of using
MCF, it would be easier
than going to your bank.
Your bank won’t try to
understand why you want
all this money and what
you want to do with it.”
— MCF TA partner
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Providers
MCF is perceived to have had a positive
effect on the health care providers
participating in its programme. Several
respondents cited examples of health care
providers that have grown rapidly from
small clinics to large, multi-story hospitals.
They pointed out that having the MCF
small loan establishes the provider’s credit
history. Based on that, the provider is able
to access bigger loans, from both MCF
and other banks. Providers with MCF loans
interviewed for this study felt that the loans
had helped them to grow and, thereby,
to serve more clients and offer a greater
variety of health services. They also felt
that, as their clinics have expanded, they
have created employment opportunities.
In these ways the providers feel they
are having a social impact in
their communities.
Some providers interviewed expressed
very favourable views of the new MCF
cash advance product, because it is
easier and faster than a conventional
loan. Providers can use their M-PESA
and M-TIBA transaction history to
get bigger loans, which gets around
the problem of collateral. Finally, the
repayment is automated, which makes
loan servicing easier.

What now
distinguishes the
MCF offering from
products from other
banks is the technical
support programme.

Both the providers and the TA partners
interviewed noted that, since multiple
banks are now offering loans at
comparable interest rates, what now
distinguishes the MCF offering from
products from other banks is the technical
support programme. As previously
discussed, MCF and its TA partners
work together to offer providers support
for quality improvement based on the
repeated application of the SafeCare
quality assessment framework as well as
training to develop business skills. The
providers interviewed noted that SafeCare
not only improves the quality of care, but
it also leads to improved business, which
then makes the businesses more creditworthy. In turn, when clients experience
the improved quality, the provider’s
reputation grows, and, ultimately, so
does the facility’s patient volume. Thus,
providers value the SafeCare programme,
especially the quality improvement plans
they receive after the assessment, which
give them actionable recommendations
to improve their facilities. The TA partners
noted that SafeCare has been working
closely with NHIF to improve NHIF’s
quality assessment process. For facilities,
undergoing a SafeCare assessment
and following its quality improvement
recommendations makes it more likely to
get accredited to NHIF12. The providers
also credited the business training
from the TA partners for cultivating an
entrepreneurial attitude among doctors,
who are increasingly talking about
growing their health care business beyond
just being career doctors. Health care
providers interviewed for the study were of
the view that providers have adopted better
management practices and improved their
record-keeping skills, and an increasing
number are applying for empanelment by
NHIF, which should increase customer
traffic to their facilities.

Shaping support programs for
private health providers

“They have created a whole
new space within which
partners can work.
Because, even without the
financing component,
business support still
continues. The credit
element is not very big for
us, but we continue to
aggressively support
business development
within the facilities, which
is well appreciated.”
— MCF TA partner

“Quite a number of donors
have invested in the
Medical Credit Fund
because they believe in it...
They begin to present a
new paradigm in
development assistance
that is sustainable and
focusing on supporting the
private sector to achieve
certain development goals.”
— International partner
organization
Below: © Pharmaccess

Other actors
While social franchise networks such
as PSK and MSK have been supporting
the development of the private health
sector for several years now, their focus
has been on building providers’ capacity
to deliver a defined set of priority health
interventions. The idea that SMEs in
health also need training and assistance
to run their businesses skilfully was new
for the franchisors. In the AHME context
MCF developed business skills training
materials, which PSK then enhanced and
expanded. Both PSK and MSK are using
these materials extensively to build the
business skills of health care providers
in their networks, whether or not the
provider has applied for an MCF loan.
Both TA partners view the business skills
programme as a significant area of support
– and a clear “value-add’’ – for their
franchise programmes.
Asked whether the MCF model had
influenced international partners,
respondents expressed mixed views.
While some respondents noted that a
lot of global health donors are starting to
question the old model of development aid
and a number of them have invested in
MCF, respondents were unsure whether
MCF in itself has had a significant impact
on donor activities or perceptions.

MCF
implementation:
key challenges and
lessons learnt

While the respondents were generally
positive about MCF’s role in improving
health SMEs’ access to capital, they also
listed a range of challenges that have
influenced its implementation and key
lessons learnt.

(Such arrangements are common in the
agriculture sector.) Helping banks improve
their ability to analyse historical data about
their existing and past portfolios could also
help to reduce the requirements on SMEs
that want loans.

Loan processing
Implementation challenges

“Sometimes it takes quite
some time to process the
loans from the perspective
of the providers, because
they are just learning to
do business as a facility.
Sometimes it looks
cumbersome when they are
asked to bring this kind of
documentation on board,
and it takes time, and they
have to divide their time
between processing these
and still taking care of their
clients, which is the key
priority.”
MCF TA partner

“[There is a recent example
where] MCF approved a
loan, but the bank people
– how should I put it – the
conversation with them
was not straightforward,
and it reached a point
where the provider just got
tired and went to his bank
and got a loan. Not the
amount approved by MCF,
but at least some money.”
— MCF TA partner
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The providers and several other
stakeholders noted that, especially in
The first set of challenges relates to bank
rural areas, many providers must travel
loans for health SMEs. The problem of
to far-away bank branches to submit
collateral in the health sector remains
the paperwork for a loan. This burden
largely unresolved, despite a slowly
is further compounded by the fact that
improving understanding on the part of
MCF has partnered with smaller banks;
the banks that medical devices normally
many providers do not have accounts at
have good resale value and despite MCF
these banks, but they are required to open
absorbing some of the risk associated
one in order to get the MCF loan. Some
with the loan. Not all of this is because of
respondents considered this onerous,
rigidity on the part of banks; also, banking
particularly as it often necessitated
regulations limit banks’ discretion in this
additional trips to distant bank branches.
area (see discussion below about
While MCF has been able to increase the
policy environment).
number of its banking partners over time,
the pace of this growth has been modest
The providers and TA partners interviewed for several reasons. Some banks are
also discussed a range of other challenges restricted by their own internal policies from
related to the operationalization of the MCF entering into risk-sharing arrangements
model in Kenya. MCF is generally quick
with other entities. One respondent noted
about processing providers’ applications,
that MCF is not as well-known as it should
but the partner banks are much slower.
be; greater marketing with Kenyan banks
Consequently, getting a loan from the bank could grow MCF’s presence in Kenya.
can be a slow and bureaucratic process;
one provider noted that, in the time it takes As a result of these challenges, the
for the loan to be processed, the original
portfolio of loans in the health sector is
reason for applying for the loan may have
significantly lower than in other sectors,
vanished. Some respondents felt that,
noted two respondents. The cash advance
since these loans were not a priority for the product, with its use of mobile technology,
banks – they are more concerned about
could prove to be game-changer in this
other business streams – the procedures
respect since it addressed many of these
for processing these loans are prone to
challenges. There is no collateral required,
unnecessary delays.
the processing time is significantly
A couple of facilities mentioned that the
paperwork required by MCF was also
excessive and wondered if the process
could be simplified. One respondent stated
that having SafeCare as a requirement
for MCF was cumbersome for some
applicants and suggested that SafeCare
accreditation should not be a precondition
for the loan. Since the interest rate cap
has resulted in all banks offering the
same interest rate, MCF could distinguish
itself from other products in the market
by either making the process of getting
the loan much simpler and/or softening
the requirements to qualify for a loan.
Another respondent suggested that MCF
could explore collaboration with the
government more proactively, which might
allow MCF to offer more competitive rates.

reduced, and the need to travel to distant
bank branches is obviated. A couple
of providers interviewed expressed a
clear preference for the cash advance
product over the standard MCF loan.
This positive response from clients has to
be balanced against the reality of fierce
competition in the mobile money space;
as one respondent noted, “Everyone is
giving out mobile money loans left, right
and centre.” The early success of the
cash advance product raises the question
whether MCF should consider focusing
more on this type of financing in the future,
while banks provide larger and more
profitable financing for equipment and
infrastructure expansions on their own. The
TA (SafeCare and business training) could
be provided independently from the loans,
but in partnership with social franchise
providers and banks.

Long term prospects

“I do not know if it will
actually be sustainable in
the foreseeable future.”
— International financing partner

“I think there is a bit of
rigidity in some of the ways
in which they approach
the market. They could be
more successful if they
were bolder and worked
with many more partners.
This idea of working just
with one bank, it will
limit the choice of the
market. …. They should
explore working with the
government so that they
can be more competitive.”
— International partner organization

“As we are moving into
the new banking system
[IFRS9], we are likely not
to take any unsecured
loans … and then for every
loan, the provisioning will
be higher. … I think where
they can step in is to come
up with a way – if they
evaluate a business and
they see it is profitable
even though they don’t
have a collateral – [MCF]
can actually guarantee for
their portion. You know,
we can guarantee it with
maybe a fixed deposit with
your bank. … They need to
come up with a way to see
that these customers won’t
be locked out.”
— MCF partner bank

Support for quality
improvement and
business growth

sentiment was not shared by the banks
themselves. However, if this prediction is
to be believed, MCF – or some financing
partner that is willing to absorb some of
The second area where the implementation the risk associated with lending to SMEs
of the MCF model faced some challenges
– would need to remain involved for this
relates to the coupling of loans with the
market to function.
technical support programmes. Both
MSK and PSK noted that making an MCF
This line of thinking led respondents to
loan a pre-condition for getting SafeCare
reflect on the cost of the MCF model, as
and business training, which is how the
well as its long-term financial sustainability.
interventions were originally structured
A few respondents commented that
under AHME, was problematic. Under the
currently the MCF model depends partially
original “coupled” MCF model, providers
on donor financing, especially for the TA
that signed up for MCF loans were then
component of the model. MCF responded
enrolled in the SafeCare programme and
to this critique by noting that the same
given business training as a benefit in
could be said about all donor-funded
conjunction with the loan. Both PSK and
programmes. They further explained
MSK respondents noted that this was
that in the current credit landscape,
limiting access to much-needed inputs on
operating a credit facility for SMEs with
quality improvement and business support full cost recovery is challenging given the
and excluding providers who were not
preference of established banks to lend
interested in taking loans.
to government and bigger private-sector
players and the low returns-to-cost ratio
In time, AHME adopted a “semi-coupled”
of managing small loans. MCF believes
approach, where facilities can choose to
it has developed a blended model that
access SafeCare and business training
puts loans within reach of small providers,
from the TA partner regardless of whether
who otherwise would be deprived of
they sign up for an MCF loan. If they do
financing. In addition, compared with
sign up for an MCF loan, then SafeCare
conventional donor programmes, the MCF
assessment, the business assessment
model leverages both local private-sector
and ongoing support are mandatory. With
financing and international investment
this change, a growing number of PSK and capital. One respondent questioned
MSK facilities have been able to benefit
MCF’s high operating costs. A detailed
from SafeCare and the business training
assessment of MCF’s costs or cost
programmes. The TA partners noted that,
effectiveness is beyond the scope of
much like with the banks, lessons learnt
this paper.
have diffused across health facilities within
the networks. The early subscribers to
Policy environment for SME
MCF loans have served as role models for financing in Kenya
other health care providers, who have been
A final challenge relates to the overall
attracted to apply for loans themselves as
policy environment in Kenya for
well as encouraged to invest in building
SME financing, which influences the
their business processes and skills.
implementation of MCF. Most respondents
talked about the interest rate cap and its
Evolution of the market
deleterious effect on financing for SMEs.
A third area of concern raised by some
Some respondents also alluded to a new
respondents relates to the long-term role
accounting regulation, IFRS9, coming into
of MCF in the market. They expressed
effect in 2018, that will require banks to
scepticism about whether the MCF
make higher loan loss provisions, which
programme has permanently changed the
will, in effect, further reduce lending to
dominant banking culture or the appetite
SMEs.13,14 This will be yet another blow to
of Kenyan commercial banks for lending
the growth in financing for health SMEs.
to health SMEs. Their percetption was
These broader environmental factors
that should MCF end its co-financing
– if not reversed – have dampened the
arrangement with banks tomorrow, the
growth in SME financing that Kenya has
partner banks would likely stop offering
experienced in recent years in the health
the loans, despite their positive experience sector and beyond. This again points to the
with them, the high repayment rates and
strategic importance of the cash advance
their improved understanding of the health product, which does not rely on banks.
care industry. It is worth noting that this

Conclusion
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Overall, the interviews paint a mixed
picture with respect to health SME’s
access to financing in Kenya. Obtaining
loans for SMEs in the health sector was
very difficult before 2010. It then became
much easier in the ‘’golden years’’ between
2013 and 2016. It has now become difficult
again as a result of the interest rate
cap and may become more so with the
imminent IFSR9 regulation. MCF played an
important role in improving health SME’s
access to financing between 2013 and
2016. MCF’s partnership paved the way
for some local banks to start offering bank
loans to health SMEs. MCF leveraged
17 million USD in lending to health SMEs
between 2011 and 2017. Moreover,
the exceptionally high repayment rates
achieved with these loans proved that
health SMEs can be financed and are
not as risky as banks had perceived. The
success of these early loans had the dual
effect of inspiring more banks to enter
the market and more providers to access
loans. Simultaneously, quality assessment
and business support components of
the MCF model have helped providers
to increase the quality of care they offer,
adopt better management practices, and
become better businessmen.

While respondents credited MCF with
pioneering a new approach for developing
the private health sector in LMICs and
catalysing a market for loans to health
SMEs, they also highlighted a number
of implementation challenges, and
some raised questions about the longterm financial sustainability of the MCF
model. The new cash advance product
introduced by PAF has garnered accolades
from multiple quarters. It represents
a promising direction that MCF could
pursue as a way to mitigate a number
of the current challenges. This includes
the collateral requirement that many
small SME’s struggle to meet as well
as long, sometimes difficult, application
processes; the cash advance does not
require collateral and the process of both
accessing and repaying loans through the
M-TIBA platform is simple and automated.
However, the cash advance is still in the
early stages of implementation and further
research will be needed to establish its
impact and cost-effectiveness.

Annex:
Organizations
interviewed

Private health care providers
Rui Family Hospital
Embu Children’s Hospital
Prudent Medical Centre
Gloria Medical Centre
Benmack Medical Centre

Financial institutions
KCB Bank
Sidian Bank
GT Bank

MCF technical assistance partners
Population Services Kenya
Marie Stopes Kenya
KMET

Key stakeholders/partners
IFC Investment Team
World Bank
Financial Services Deepening Kenya
Kenya HealthCare Federation

PharmAccess Foundation
Nairobi-based MCF team
MCF analysis at headquarters in Amsterdam
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