C2. Zambia PROFIT

C2a. Background and Environment
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Zambia is a landlocked country with a population of 11.9 million, of which approximately 14.6 percent are banked by formal financial institutions. As of June 2008, there were 14 commercial banks and 71 non-bank financial institutions (Bank of Zambia, 2008). In contrast, there is a mobile penetration rate of 33 percent and a mobile phone subscription growth rate of 71percent (ITU Africa 2009 report).

In Zambia, there are two third-party providers offering m-money: Celpay and Mobile Transactions Zambia Limited (MTZL). Celpay is focused on providing money transfer services to businesses; their major services are B2B and P2B money transfers. MTZL is focused on providing MFS to the unbanked (MTZL Web site, 2010). 

The Bank of Zambia is mindful of the potential for branchless banking in providing Zambians access to financial services, and they have been supportive of the innovations in this sector to date. It has approved MTZL as a designated payment system. 

C2b. Donor Objectives

USAID/Zambia’s PROFIT project is a six-year agricultural development program that focuses on integrating small rural businesses into commercial input and output markets as the means to achieve the broader objective of increased sector competitiveness in agriculture and natural resources. The project has a four-pronged strategy to strengthen the overall financial services sector and expand and improve the program’s target subsectors’ access to key financial services. (Rob Munro, Cardno Emerging Markets, 2010). PROFIT was interested in using mobile technologies to facilitate payments to farmers in rural areas to reduce the cost of transactions and decrease the time needed to complete the payments. 

C2c. Approach 

In 2007, PROFIT identified high transaction costs and a time lag associated with large buyers paying smallholder contract farmers. Around this time, MTZL approached PROFIT with an idea to provide m-payment services, which had the potential to greatly lower the transaction costs of buyers paying farmers. 

Supporting market research. PROFIT provided technical assistance and funded market studies to evaluate opportunities for m-money in the cotton and dairy value chains. 

Facilitating private sector linkages. The PROFIT project introduced MTZL to Dunavant Zambia Limited, a large cotton ginning company that finances and buys cotton from smallholder farmers in largely rural areas. Dunavant’s challenge was the time it took to make cash payments to these farmers — often two weeks or more. With the support of USAID, MTZL designed and piloted an m-payments system for Dunavant to pay some of these farmers.

Investing in an m-money platform. PROFIT provided MTZL several tranches of funding totaling about $280,000 over several years to design the m-money system (see Exhibit 3) and pilot the m-payments service. MTZL agreed to share the costs of development. 

Targeted technical assistance on regulatory framework. PROFIT provided limited, short-term technical assistance to assess the current regulatory framework for MMT and m-banking in Zambia and to recommend improvements to MTZL’s compliance through policies and procedures. 

Exhibit 3. MTZL’s M-Payments System

          Payment System Graphic (Source: MTZL Website)
C2d. Results

MTZL is now offering P2P and B2P services, targeting customers at the base of the pyramid. It also accommodates low-value transfers, with four price tiers for money transfers. The fees are paid for in advance by the sender; the receiver does not pay any fees. The three main products are

1. payment systems targeted at companies making mass payments to the rural unbanked who currently receive cash

2. “1 Account,” an m-wallet, with no monthly payments or minimum balance, needing only a mobile phone and SIM card to operate

3. town transfers, in which customers use the MTZL agent network to send and receive funds cheaply, securely, and easily

In February 2010, there were 30,000 transactions using the m-payment platform, and the number of m-money transactions was growing more 40 percent every month. There are more than 100 active agents, many in rural areas, providing cash-in and cash-out services. MTZL has begun to approach larger retail chains, such as grocery stores, to expand its agent network. Dunavant, MTZL, and PROFIT are continuing to collaborate to support a comprehensive pilot m-payment program in Eastern Province for cotton farmers for the 2010 harvest. 

C2e. Key Findings and Lessons Learned 

Donor funding supported market research and development of m-money platform. When PROFIT first met MTZL, it was a small start-up firm interested in using mobile technologies to serve rural populations. However, it did not have the resources to fulfill this mission until it started working with USAID and other donors. Donor assistance helped MTZL create the mobile transactions technology platform, conduct the initial market research targeting the unbanked population, and pilot test the technology and user interface with farmers in the rural areas. 
Keep the regulators aware to ensure some flexibility. The regulators have provided a “controlled, but nonrestrictive” environment for m-banking to develop. Sharing information on innovations and getting their buy-in on products, services, and KYC procedures have been important (MTZL, 2010). For example, under the current regulatory framework (i.e., the AML directives of 2004), the KYC procedures are flexible and allow for the use of alternative verification methods when identifying a potential bank customer. Today, to open an account, the law requires a national registration card, driver’s license, or passport, and proof of name and address. However, there is some flexibility: Once a customer receives his/her identity document, another bank customer, the potential customer’s employer, or a village chief can verify his/her identity.

Supporting a third-party provider offers potential for interoperability. MTZL’s m-payments service could, potentially, be a tool that all of the banks and MNOs in Zambia can use. In Zambia, the decision to work with a private-sector start-up firm such as MTZL was simple because, at the time, it was the only mobile transactions company that was specifically targeting the low-income population, which was in the interest of the donors. In other countries, if more competition exists in the industry, then donors would have to pay be careful not to distort the market by favoring one actor over another. In other words, there would have to be a competition process for the grant. 

C2f. Sustainability and Potential for Replicability

Attracting additional private-sector investment. After the completion of the pilot to deliver 

m-money payments to Dunavant farmers, the Dunavant Corporation decided to invest in the MTZL business, and now owns a 25-percent stake in the fast-growing company. MTZL also received a convertible loan over five years from the Grassroots Business Fund. These investments should help it to grow and provide MFS in a sustainable way. 

Financial literacy and targeting rural clients. Farmers’ distrust of electronic money was one of the biggest challenges during the PROFIT-funded pilot. In order to sustainably introduce 

m-money in Zambia, there needs to be a focus on increasing financial literacy and awareness of the benefits of m-money, particularly in rural areas. A better understanding of the technology will help clients develop trust in the system and make them more comfortable with sending and receiving funds via their mobile phones.

Box 14. Zambia Demographics


Labor force: 85 percent in agricultural sector 


Unemployment rate: 50 percent


Literacy rates (percent): total population: 80.6; male: 86.8; female: 74.8 (2003 est.) 


Mobile penetration: 33 percent


MNOs: Zain 74 percent; MTN 21 percent; Cell-Z 5 percent





(ITU Africa 2009 report; CIA World Fact Book; GSMA annual report, p. 2 of Zambia case study; Zain Zambia Preliminary Results to 30 June 2009; Finscope 2007) 








