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e Introduction

e Who are the Zambian people?
e How do they live?

e How do they generate an income?
e What do they do with the money?

e Financial Inclusion
e Has there been a difference since 20057
e Conclusions

e Recommendations discussion

Scope




Demographics of Adult Population
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Age Distribution
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Geographical Distribution




e Amenities
e Wealth/poverty indicators

e Access to infrastructure

Understanding People’s Lives
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B Own tap O Public tap O Protected natural source B Unprotected natural source O Other

Access to Drinking Water
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B Own flush toilet O Communal flush toilet @ Own pit latrine @ Communal pit latrine O Other @ None

Access to Sanitation Facilities




B Electricity O Kerosene/paraffin B Coal/wood/charcoal O Other

Energy Sources used for Cooking



Always/often gone without cash

Always/often gone without a meal

Always/often gone without fuel

Always/often gone without
medication

Always/often gone without clean
drinking water

36.3%

11.5%

0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0%
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Poverty Indicators




Own picks, hoes - handtools for working the land
Own a bed

Own the dwelling they live in

93.2%
89.0%

82.0%
Own a radio

Own a cell phone _ 79.4%
Own a bicycle

Own a television set
Own a lounge suite
Own refridgerator
Own stove with oven
Own a wardrobe

Have title to land

Owna pIough 15.7%

Own a sewing machine 5 10/013.4%
12.4%
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Own a car or truck v
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Household Owned Assets
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Access to Telephones
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Cellphone Ownership
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Access to Facilities - Rural
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Access to Facilities - Urban
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B Bank O MFI O Other B Does not know

Nearest Financial Institution




83.6

National registration card
85.6

Bank statements

2.6% of the unbanked have

10 the minimum documents
required to open a bank
account

Payslip

8.7 43%o of the currently

banked do not have the
minimum documents

8.5 required to operate a bank
account

Passport

Electricity/water bill

A re-think of minimum

Driver's licence requirements?
Insurance policy
documentation
0 10 20 30 40 50 60 70 80 90

B Rural B Urban

KYC - Access to Documentation




¢ Income generating activities

e Consistency/Regularity of
income

¢ Level of dependency on others

¢ Personal Monthly Income

Income Generating Activities




Money from farming
52.2%
Self-employed in own business
Get money from household
member
18.6% depend on
Salaries / wages from a 14.4% ) others fOI:
company / business mcome/paylng’
expenses — don’t
generate own income
Salaries/wages from
government
Do not receive income
0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%
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Income Generation Activities
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B Your household is NOT involved in farming or fishing at all
O Your household is involved in farming/fishing and other work
@ Your hhis only involed in farming/fishing

Household Farming Activity




No income

Up to K150000 19.2%

K150001-K300000

18.4%

K300001-K600000 Almost 50% have an income of less

than K 1,000,000
K600001-K1000000

More than K1000000

Uncertain/Don't know/No monthly

income 50.3%

Refuse to answer

.0% 10.0% 20.0% 30.0% 40.0% 50.0% 6

B Urban B Rural

Personal Monthly Income




Total

e How do people receive their
income

e What do they do with their
money?

Money Management




10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Cash O Money transfer B Into bank account O Other

How Income is Received



The FinScope methodology uses financial product
usage to segment the adult population

Formally Financially

included excluded

Divided into two sub-segments for more accurate cross country
comparisons:

Individuals using “Formal”
financial products supplied by N—— e = — - = - = /
institutions governed by a

Formal 7

legal precedent of any type.

This is not exclusive usage, as other 7

these individuals may also be /

using “informal” products. /

_____ < Individuals using financial
products supplied by formal

Individuals using traditional financial financial institutions which are
products supplied by commercial not commercial banks.
banks.

Defining Financial Inclusion




Financially
excluded

Formally

included

|

Individuals using “informal”
products —i.e. products
without recognized legal
governance e.g. savings with
an employer or savings

group.

Individuals who use no

financial products - neither
“formal” nor “informal” —to
manage their financial lives

Defining Financial Inclusion

continued



FORMAL 23.1

Banked 13.9

Formal Other 17.2

INFORMAL 22.2

0 5 10 15 20 25

% of adult population

Use of Financial Products
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Formal other

INFORMAL

22.6%

21.3%

19.4%

31.8%
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Use of Financial Products - Urban




FORMAL 17.9%
Banked | 8.6%
Formal other | 14.8%
INFORMAL | 23.p%
.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0%

% of adult population

Use of Financial Products — Rural




Banked Formal other
4.2 4.7 6.1
3.3
1.7 3.2

-

14.1

Excluded Informal
62.7

Financial Inclusion




8.3 6.9 5.7

Banked \Formal other Banked \Formal other
7.5 3.0

z.y
1.3 3.7

—

Excluded Excluded

58.0 Informal 65.6 Informal

Urban Rural

Financial Inclusion — Urban vs. Rural




For the purpose of comparing financial inclusion levels across
countries, FinScope uses the Financial Access Strand (FAS).
The FAS segments the adult population as follows:

e Banked - Individuals using commercial bank products. This is not
exclusive usage - these individuals could also be using financial products
from other formal financial institutions or informal products.

e Formal other — Individuals using financial products from formal
financial institutions which are not commercial banks such as micro
finance institutions or insurance companies. This is not exclusive usage
as these individuals could also be using informal products.

e Informal — Individuals using informal financial products only.

o Excluded - Individuals using no financial Froducts to manage their
financial lives — neither formal nor informa

The Financial Access Strand




Zambia 2009

0% 10% 20% 30% 40% 50%

37.3% Financially included

v

23.2% Formally served 62.7% Financially excluded

a
>

9.3% 14.1%

60% 70% 80% 90%

B Have/use a bank product

ODont have/use a bank product but have/use a financial product from a formal non-bank FI

O Dont have/use a formal financial product but have an informal financial product
B Dont have/use any financial product

Access Strand Zambia 2009

100%



RSA'09

Namibia '07

Botswana '09

Nigeria '08

Malawi '08

Zambia '09

Rwanda '08

Tanzania '09

Mozambique '09

B Banked O Formal Other @ Informal B Financially excluded

Comparing Access across Countries




Total

Urban

Rural

14.1%

9.2%

16.5%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Have/use a bank product

O Dont have/use a bank product but have/use a financial product from a formal non-bank Fl
O Dont have/use a formal financial product but have an informal financial product

B Dont have/use any financial product

Comparing Access — Urban vs. Rural




Total 9.3% 14.1%

Female 14.0%

9.3% 14.2%

Male

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Have/use a bank product
O Dont have/use a bank product but have/use a financial product from a formal non-bank FI
O Dont haveluse a formal financial product but have an informal financial product

B Dont have/use any financial product

Comparing Access - Gender



Total

Get money from household
member

Money from farming - sale of
crops/livestock/poultry or by-
products such as milk, eggs, meat

Self-employed in own business

Salaries / wages from a company /
business

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100¢

B Hawe/use a bank product
O Dont have/use a bank product but have/use a financial product from a formal non-bank FI
O Dont have/use a formal financial product but have an informal financial product

B Dont have/use any financial product

Comparing Access —

Income Generating Activities



The FinScope Landscape of Access describes the
percentage of the adult population:

= who have TRANSACTIONAL products formal or informal
= who have CREDIT products - formal or informal
=  who have SAVINGS products - formal or informal

= who have INSURANCE products - formal or informal

Landscape of Access




Transactional 15.9

40.0
15.5

20.0

171

3.9 Insurance : Savings
9.9

3.2

Credit 179 8.0

@ Total - showing informal sector role O Formal

Landscape of Access - Zambia 2009




Transac tional Il

40.0%

5.4% Insurance

20.0%

Credit FeNEL VINSLL

Total B Urban O Rural

Comparing Landscapes of Access

— Rural vs. Urban



. 48.1% WYL
Transactional

60.0% 24.8% ELOWAL)

17.9% 48.6%
Insurance 6%

: Savings
5.9% \/ 24.9%
1.5% 13.2%
11.1%

ALY 21.1%

Credit
20.7% QWA

— Salaries /wages from a company / business Self-employed in own business
Money from farming —— Get money from household member

Comparing Landscapes of Access —

Income Generating Activities



Formal transac tional PENEA

Formal insurance

1.0%

Formal credit E¥&%Y 8.8%

O Total OSelf-employed OFarmers

Comparing Formal Landscapes of

Access — Business owners vs. Farmers



Insurance 0 Savings

Credit

Formally served B Banked only B Informally served

Comparing Landscapes of Access — Banked Only

vs. Formally Served vs. Informally Served



e Savings
e Borrowing
e Banking

e Remittances

Financial Behaviour



Putting money in a special 45.8%
place or account for the money

to be safe

Putting money aside to stop it
being spentimmediately to use
later when needed

Putting money aside for you to
use later for a specific purpose

Putting money aside so that
you have some money at the
end of the week/month

0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0% 45.0% 50.0%

B Urban B Rural

Understanding of ‘saving’




Urban, 38.8%

&0//

Rural, 61.2%

Claim to save
46%

?ﬂ\

Male, 52.1%

Claim not to save
54%

“Savers”

Female, 47.9%

Claimed Savings




Savings at a bank 56.1%

Cash at home or in a secret hiding place

Farming/fishing inputs bought in advance

Savings with a savings club

Cash given to a household or family member to keep safe
Cash given to someone else for safe keeping (eg money guards)
Savings with another community group or church

Cash kept safe by carrying it around
Savings with employer

Savings at another formal financial organisation

Other

Treasury Bills or Government Bonds

Unit trusts

.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

Savings Mechanisms



The Savin?s Strand segments the adult population based on their

usage o

savings products/mechanisms:

Have/use formal savings products — individuals who save by
means of using financial products from a formal financial institution
(these individuals may also be saving by other means such as using
informal products or saving by keeping cash at home)

Have/use informal products - individuals who save by means of
informal products (these individuals could save by other means as well
for example saving by keeping cash at home, but they do not have any
savings products from commercial banks or other formal financial
institutions)

Don’t have/use savings products but keep cash at home or
giving cash to family member to keep

Don’t have any savings products/mechanisms

The Savings Strand




Zambia 2009 9.9% 7.2% 24.1%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

O Have/use a formal savings product - from bank/other formal FI

O Dont have/use formal products - have/use informal savings product

O Dont have/use savings products - keep cash at home/on body/give to hh/ffam member
B Dont have/use savings product or other savings mechanisms

Savings Strand Zambia 2009




Living expenses

An emergency other than
medical

Education or school fees

Medical expenses either
planned or emergency

Farming expenses or
fishing expenses

43.7%

22.3%

0.0%

5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0% 45.0%

B Urban B Rural

50.0%

Reasons for Saving — Rural vs. Urban




Urban
32%

Admit to have
borrowed
0/ 24%

Rural
68%

“Borrowers”

Claim not to have
borrowed
76%

@Q\

Female
44%

Male
56%

Claimed Borrowing




Borrowed money from family/friends that you had to pay back 29.7%

Got goods in advance from a shop/store and had to pay back later

Borrowed money from another financial institution (eg Microfinance
institution, Savings and Credit Co-op (SACCO))

Borrowed money from a money lender (Kaloba, shylock)

Got money from family/friends that you did not have to pay back

Borrowed money from a bank

Borrowed money from savings club (eg Chilimba, ROSCA, ASCA)

0.0% 5.0% 10.0% 15.0% 20.0%  25.0% 30.0%  35.0%

Sources of Borrowing




The Credit Strand segments the adult population based on their usage of
credit products/mechanisms:

e Have/use commercial bank credit/loan ?roducts — individuals who accessed a
loan from a commercial bank (these individuals may utilise other loan products as
well for example loans from other formal financial institutions, informal credit
products or borrowing from family and friends)

e Have/use credit/loan products from other formal financial institutions —
individuals who accessed a loan from other formal financial institutions such as micro
finance institutions (these individuals may utilise other loan products as well for
example informal credit products or borrowing from family and friends, but not
products from commercial banks)

 Have/use informal credit products - individuals who use informal credit products
(these individuals could also be borrowing from family and friends but make no use of
any products from any formal institutions%

e Have/use no credit products but borrow from family/friends - individuals
who borrow money only from family and/or friends

e Don’t have/use credit products and do not borrow from family & friends

The Credit Strand




1.5%

Zambia 2009 6.4% 10.0% 17.7%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Hawve/use a bank loan/credit product

O Dont have/use bank product but have/use loan/credit product from non-bank formal FI
O Dont have formal products - have/use informal loan/credit product

O Dont have loan/credit product but borrow from friends/family

B Dont have loan/credit product and dont borrow from friends/family

Credit Strand Zambia 2009




35.6%
Living expenses when you did not have money
33.8%

Education or school fees (self or others)

Medical expenses/medical emergencies

An emergency other than medical

Farming expenses such as seeds, fertiliser or land
preparation or fishing expenses such as nets or boats 16.5%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0%

B Urban B Rural

Reasons for Borrowing —

Rural vs. Urban



Savers Borrowers

29.0 6.8 17.2

46.9
Non-savers & non-borrowers

Saving & Borrowing Segmentation




Savers Borrowers
29.0 6.8 17.2 40
20

‘Savers’ Landscape of Access



Savers Borrowers
17.2
29.0 6.8 40
20

Credit

O Informal O Formal

‘Borrowers’ Landscape of Access




60.0%
Borrowers
40.0%
17.2
%
Insurance i Savings

Credit

E Informal O Formal

‘Savers & Borrowers’

Landscape of Access



50
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20
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453

Wages/salaries

Own business

14% Banked individuals

DRIVERS:

« Safety of money (77%)

» Depositing salaries (40%)

« Earning interest on savings (31%)

SKEWED towards salaried individuals

Farming Depend on HH member

% of banked

Banking




Transactions  EEEEH

100.0%
78.7%
30.0% 4\
60.0%
40.00/0
/
910%

PAWELY [nsurance 0% > Savings [EEEA
24.4% 75.7%

Credit [EIOAELY EiKOZ

= Urban = Rural |

LAS - Banked




60.0%

50.0%

40.0%

30.0%

20.0%

10.0%

.0%

56.3%

Formal

43.1%

Informal Friends/family
% of remittances

Remittances

10.9% send money
13.9% receive
Rural-rural

Urban-urban

Other




Barriers to Inclusion




No money left over after
living expenses

Money is putinto the
household pot

[0)
Do not have any income — 55.4%

so nothing to save

Prefer to spend money
when you have it

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

|I Urban B Rural |

Perceived Barriers to Saving




Fear of debt

I am worried that | would not be able to pay back the money

I can pay my living expenses with what | have

| am not allowed to borrow money by spouse, by family or
other

| do not want to become a defaulter or be known as a defaulter

Ido not believe in borrowing money

Borrowing money is shameful or embarrassing to me

Interest charged on borrowed money is too high

53.7%

0.1

0.2 0.3

0.4

B Urban B Rural

0.5

Perceived Barriers to Borrowing

0.6



53.4%
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Trust banks 2B.8%

Know where to go if want to use bank products and services

Banks try to understand your needs
Banks have the right products and services for me
Banks treat you like you want to be treated

Know how to get bank products and services

Qualify to have their products and services 16.1%

.0% 50% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0%

% of unbanked

Additional Usage Barriers




MFIs provide quick access to loans 7%

Know where to go if you want to use MFI products and
services

Know how to get MFI products and services
MFlIs treat you like you want to be treated

MFIs try to understand your needs

Qualify for MFI products and services

MFIs provide quick access to your savings/cash
Trust MFIs

MFIs give good interest on savings

MFIs have the right products and services for me

0% 1.0% 20% 3.0% 40% 50% 6.0% 7.0% 8.0%

% of those not formally served

Additional Usage Barriers




Financial Inclusion - 2005 & 2009



Inlcreased Total Inclusion --

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Have/use a bank product
O Dont have/use a bank product but have/use a financial product from a formal non-bank FI
O Dont have/use a formal financial product but have an informal financial product

B Dont have/use any financial product

Increased Financial Inclusion




Transactions -

25
20
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m . Insurance Savings -
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Savings declining

Credit increasing

Credit -

— 2005 — 2009

Landscape of Access




FORMAL
23.1

Banked

Formal Other

.0 5.0 10.0 15.0 20.0 25.0

W 2009 W 2005

Use of Financial Products - Formal




Transactions -

20

Savings .

m . Insurance

Savings declining

Credit increasing

Credit .

— 2005 — 2009 |

Landscape of Access - Formal




48.3
Formal remittances
19.5
Formal savings products 13.1
(MFIs, Co-ops, Shares, Unit
trust) 49.5
Formal credit product 39.6
(MFlIs,Co-ops)
Insurance
478
0 10 20 30 40 50 60

% population served by formal other institutions

W 2009 ®m 2005

What changed in terms of those who

are saved by non-bank formal FIs?



Why did the banked population not
change in spite of interventions in
terms of new products and new
banks?

2005-2009 Banking



40.8
39.7

o 2
o
2
2
(&)
>
o
CSD_ 3 No of products per banked individual increases
s from 2to 3
E Significant increase — Transactional products —
£ ATM/cash point & VISA electron
>

4
zZ

Significant increase in uptake of Barclays &
Zanaco products

CONCLUSION: Banked better served — not

more . :
increased access to banking

.0 5.0 10.0 15.0 20.0 25.0 30.0 35.0 40.0 45.0
%

B 2009 W 2005

‘Banked’ — number of product types




INFORMAL

22.2

W 2009 W 2005

Use of Financial Products — Informal




m.l nnnnnnnn 0 Savings .

Credit -

— 2005 — 2009

Informal Landscape of Access



Financial inclusion has increased

The increase is driven by a growth in the take up of ‘formal other’ products and ‘informal’ products
e The growth in ‘formal other’ is mostly driven by formal money transfer mechanisms
e The growth in ‘informal’ inclusion is driven mostly by a highly significant increase in the take up of informal

credit in both rural and urban areas

There is no change in the banked population
e Although more banks have been licensed and new products have been introduced, it appears that the take
up is by those already banked
e Positive: The banked are better served with the wider range of products

¢ Negative: It has not expanded access to banking or increased financial inclusion

The Yformal’ and ‘informal’ sectors both play significant roles in serving the Zambian population in both the urban
and rural areas
e At present, financial inclusion is at 37%

e Discounting the role of the informal sector, financial inclusion would be at 23%

Although perceived BARRIERS to inclusion are mostly related to INCOME, USAGE barriers seem to to be

significant and should be addressed

Conclusions (discussion points)




