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Operational overview 

1,rrsukn Pro~,irrc,c: Lusaka, tialile, C'hongwe 
Southerrr Provi~rw: Mazahuka, M o n ~ e ,  ( 3 o m a ,  tialonio. Haloka. Pemba, Maaniba 
Ceritrirl Provir~ce: Nlumh\v;~, Kabue, Kapiri Mposhi. Mkurihi 
L'op~~erhclt f'vovi~lccv Kitwc, Ndola, Luansliya, Chlngol:~. Milli~lira 

FINCA Zambia is now providing t ina l~c i i  services to nearly 7.000 active clients, through nearly 400 
Village Banks. Since inception, FINCA Zambia has made over 30,000 loans to Zambian 
microentrepreneurs, totalin!: nearly I I billion kwacha (I-oughly !.:S$?.5 million). FINCA Zambia has 
also helped its clients to save over one billion k.wacha (~approxitrlatcly USS234,000), for their long-tern1 
wealth and security. 

A key operational activity has been our expansion to the Coppct-b,::lt provincc. In just four months wc 
have launched operations i n  five cities in the c'oppcrbclt, t-eac!i~r;g over 1,000 clients. We have also 
begun testing larger loans within slnallcr groups. as well as 1ar~c.r. collateralized individual loans. We 
have steadily increased thc supel-\.iso~y capxity within our upcra~ions, promoting two staff to the 
position of Branch Manager, and promoting several other staff to the positions of Credit Supervisor and 
Senior Credit Officer. 

All of FINCA Zambia's initiatives and activities are focused on increasing our outreach, improving our 
products and services, and building an effective busincss groundwork, which is critical to FINCA's 
evolution into a sustainable, dynamic. and permanent financial institution within the Republic of 
Zambia. 

Targets 

Despite a slow start in establishing and growing the program, FIN(:'.4 Zambia is making rapid progress 
towards its goals and targets. As of the end of the grant period (September 30, 2003), FINCA Zambia 
recorded the following performance statistics: 

FlNCA Zambia 
September  2003: Targets versus actual 

Targets Actual 
#Vdlage Banks 420 
#VB clients 
Outstanding loan portfolio 325,1100 % 
Portfol~o at r~sk (P9R >30 days) 1 % 
oss 6i19b 
FSS 51 Sb 
1_7p cost'avg gross loan port. -- 
# clier~ts per Credit Officer 263 
Client savings balance 'h -- 

Actual Nov. 03 4 



This progress is the result of se\cr:~l planning ;lnd training initiati\cs \rc u n d c n ~ ~ r ~ i ,  :.irIicr :I! !i:: .i..!r-. 

which have allo\ved us to y o \ \  systematicall!.. buildins the skills of our st;lff;l~ld i i i , ~ ~ ~ i t . i ~ n ~ n ~  tji~.llit! 111 

our operations. For these re;is~~ns. FISC.4 Zarnhia's P-\R ..?O CI ; I>S  rcni:~tns under %. .m~i :?.:!I kuri 
recowr) has been exceptional. at 90.00 \\'e are ver) proud 01' this pcrf~irnimie.  .IS i t  I S  equill to 
or better than any comniercial hank in Zambia. as \\ell as any other SIFI operorlns in rlir. country \Ye 
attribute this performance to our clients' enthusiasm about FISC'.4. in addition to FISCA's souri~! 
business methods. solid rnanagcrnent and internal controls. 

Products and services 

F[SC.-\ Zambia continues to rr.1). upon the sttindi~rd \'illage B;inking I w i i  p r , d ~ ~ c t .  uI i~<i i  I >  \\:I1 
recei\ed by the ni;?ionty of our clients. FISC.4 Zambia 1s committee! to Jcli\ c r t ~ i ~  rlic hcsr j>ra~!actr ;itid 
services to our clients, to ensure that they continue 10 nice1 our cli~.nts'  nccil.<. .ind t ~ ,  rci!i!ic i l~ci i t  
attrition related to dissatisfaction \\it11 our products services. \Ye ha \c  cirndi~ctei! t l i m  diiicrciit 
customer satisfactton surveys since \ve hegan operations. and \ve re&rl> In\irc rhc E\ccuti\c 
Committees of our Village Banks to meet n ~ t h  us to discuss their concerns and preicrenccs. 

Accordingly, \ve have adopted many product changes at our clients' request. For e~arnple .  \ \e  ha\e  
introduced flexihle loan temis for highly rated y o u p s  ( 2 0 - w e k  ternls. b t - \ \ d l ! -  pa\nients. sracr. 
periods). IVe have also begun testing ne\v products. including larger loans in snialler g o u p  riles 
("Progressive Loans"). as \\ell as individual loans up to K l5 -20  million 10 nilore sophist~crltcd 
microentrepreneurs. And \ve continue to actively promote and investigate ira\.s to inlprw e our sa\  lrigs 
scheme. knowing the deep appreciation many of our clients have for it. FIUC.4 ~inderst.~rids t h ~ r  ~ I i r o u ~ h  
excellent customer service and a quick response to our custon~crs'  needs. F l S C \  \vill build the 
reputation necessan for Ions-ten11 success. 

L:nfortunately. death and sickness are a reality in the lives of our clients. The H I \  AIDS tniect~en r.m In 
Zambia is estimated to he 16 percent'. and FISC.-\'s clients and their fnniilics rcrularl\ l j l l  111 i r tm 
opportunistic infections associated ni th  AIDS. as \\ell as malaria. tuberculos~s. ;mil orher ~!isc.lxi. ~ l ' ~ ,  
help address this situation we have partnered \\ i t t i  a local c o r n p a p  Oladisoli lnsur.irice  nipan\ an\ 
Zambia) to introduce insurance scniccs  to our clicnts. \\liich pru\idc for ;I clierir'i lo.111 1ul.i::;: 1,. tv 
paid off in full in the elent  of slckness or death. This insurmce I S  tnanda~op  tbr all clients. n 11~3 pi! .i 

premium of 1.9 percent of the loan amount in each cycle for this coverage. 
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LSS480). 1 - l i~~s ,  fol- maxim~.tni covctase dul-itis ihc cycle. :r clie11i \voulcl pay a premium of K 13,020 
(Icss than I!S$3). This sclics~~c assisls \villi rlic hc ;~ .~y  but-tlcn of li~ni.:-;rl crpcnscs and rclntcd cosls. 

I'IN('A , , i c ; ~ l (  ' I C C I  ; I I I ~  i!ii~i;llcd i l ~ i c  itisrii-mci. scrviccs as ;I ~ l i r i x r  response ro the clcttr;r~lcls of oui- 
c ! I~ , I I I : , .  \ ': ir,., ~ I . O I I G !  , ,> l',ir~Iil:~!c 1151s C , I ,  C I . , I ~ , ,  Iktiv\\it~!; that i t  I:; ;i 'x~-vivc I l la t  \v011lt1 o!h~m\isc  hc 

I'raining, education, and fll\'/AlI)N awareness 

Aside from the cot-c Village Bank !raining all clients rcccivc prior to receiving their loans, FINCA 
Zambia is also invcs~igatitrg scvcral tpx oi'rccurt-cnt anti value-;~ddctl training for our clients, includiny 
business skills training and 1-IIVIAIDS education. 

Business skills: 
We have recently partnered with scvcral trainers certified in thc International Labor Organization (ILO) 
Stort Your Business ( S Y B ) ,  and itir/~rovc Your Bzisit~cxs (IYB)  mining modules to providc different 
t p e s  of business skills tr;aining to onr clicnts. These trainings range from a single 1 to 2 hour 
pt-esentafion r q  very hasic htisines~ ski!l:; to succcssivc rnotlul;~r sessions covering in gre;lter detail 
conccpts such as niarketins. purc!i;lsi~iy, a~ici accounting. So far u e  have traincd ovcr 50 of out- groups, 
:inti wc i : o n t i ~ ~ ~ : . ~  lo ir l~ir~ 11!0tn p ) ~ i ~ l i .  cvery week Our aim is to pro\ iile at least onc training session on 
basic business skills to each onc ol' our groups by next Spl-in!;. \\!e hope to providc more regular and 

. . 
I ~ I O I - e  ~ l ~ , ~ - o n g l .  : I - ~ I I I ~ I I ~ ~  I < )  , > U I  ~nosl c , ~ y h k ~ i c a t c d  cl~ents.  

HIVIAIDS: 
We are confident that simply by providing loans, savings, and insur;mce, FINCA is doing a great deal to 
improve our clients income and'develop a financial safety net, thereby enhancing their ability to cope 
with disease when it strikes their families. But we want to do more. 4 s  many of our clients copc with the 
dcstructive effects of AIDS, includins the care for AIDS orphans7, we belicvc that they stand to benefit 
greatly from education on prevention, as well as strategies on living with the disease. 

Accordingly, FINCA has bccn in communication with thc Zambia HIVIAIDS Busincss Sector Project 
(ZHABS): the Society for Family Health. the Zambia Hcaltli Education and Communication Trust 
(ZHECT), as well as thc Family Hcallli Trust, to providc education Lo our groups on HIVIAIDS, health, 
and nutrition. Our aim is to establish :I training plan where all of our goups  receive at least one seminar 
on HIVIAIDS prevention and treatment sometime during their first three cycles of borrowing with 
FINCA. This will result i n  tliousnn~ls of inlbrnlally cniployed pcoplc receiving important messages 
about HIVIAIDS. 

Wotncn a l ~ l  mothers: 
FINCA Zambia continues to place a deliberate focus on lcnding Lo women, in the bclicf that success in 
their businesses will translate into increased support for their chiltlren and families. We also believe that 
women deserve to have greater control over their lives economically. and that Zambian society can only 
stand to benefit from this em~owcrmcnt.  

- 
3 A recent impact study performed. by FINCA's founder, John Hatch. ruea led  ihal nearly 40 pcrccnt of FINCA Zambia's 
clients have firnily rnernbcrs th~t have died from AIIDS. T k  study furllier s u ! ~ x s t i  t h t  an  a v c r q e  FINCA client in Africa 
currently cares for at least twu AIDS orphans (200.3). 

3 
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FISC.4 also intends to provide li~ctual and ~rcst~urce tnfortiii~t~ot~ concerning ti1\' .\ll)S 111 tlur onti 
\\orkplacc. in coordination \ \ i t t i  one of the t~rgani/;~ttons tileritioticd ;ih<i\c \ \ c  t ' x i  1111s i <  \ e n  
important s i~ice  we are regularly g r i n  atid I l n  i r e  s1;ifi. iuid h ~ u  11 1 5  seiier.iIl> 
acknowledged that Zambia's profcssiona~ sector is amon? the high-risk groups. and currcnrl! sutErs ;I 

very high incidence of infection. 

Human Resources 

FISCA Zambia began the reponins period (Jul?. I ,  2llll.31 nith 20 C'red~l Oiticcrs .ind ~lircc C'rcd~t 
Supenisors. and etided the reportirig period \ \ t r l i  4.5 Credit Oiliccrs 1 3  n i  \\liom .ire Scnit?r ('redir 
Officers). two Credit Supenisors. and t\vo Branch Xlannyer.;. fI\C:\ maint;itns .In t i ~ i - ~ o ~ t i ;  Ir.1tnIng 
program for our credit staff. in ortl~,r IL> i;lcilitate quality ;lml ;r(n\ rli \\ i t t i i n  lhc pr;)gr.ir~? I 1 1 \ C .  \ L.!niIv.i 
is currently rrcn~it ing additional accountins and internal aud~t  staft'. FIUCA ended the period \\ i t t i  04 
total staff. 

Governance 

A meeting o f  the Board of  FmCA Zanibia was held in Septemher. n-here among other things. the Fj.03 
external auditors were appointed. Xlanagernent of FISC.4 Znnibia has hc.ld s n e r a l  dtscussions \\ith 
execu1i1.e~ of Standard Chartered Bank Zamhia. who ha \e  e\prcssed interest in panicipattng on FIUC.4 
Zambia's Board. F K C A  hopes that such partnerships \ \ i l l  strensthen FISC,A's operattons and pro\& 
additional finding opportunities. 

. I t  the beginning of  the year. upon release of thc latest b u d y  of the Govcmment ~i % ~ ~ i i h ~ ; i .  the Ios.11 
tax authorities declared their in tcn~ to beziti taxins non-profit organintions 111 ihr. soun tn .  .Afier 
meetings with the taxin3 authorit~es. or:ani~ecl hy ~I ic  Aisiicii~tt~xl of  Xl~~ro t i~ i l in ic  l n ~ t i t ~ i t i ~ w s  ot' 
Zambia (AMIZ). the exact criteria that \vould he used to dcternitne such rrl\  11lih1i111i.r uere  not 
forthcoming. The authorities con~tiiuc. to consider the spcc~;ii c . ~  k~f ni~crotinaiicc, . I ~ J  .IS \ - I  !i.i\i, !:I>! 

pro\ided funher clarification on the ni;tttcr. .Alonpidc .\XI1%. k1\( hai  rActi .i 1c.id 111 :r?tiis I<) 

resolve the issue of taxation. since i t  could h a w  a scrious inip;~ct on the future sustainabilit) of the 
=rani. pro, 
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the lack o f a  proper distinction bct\vcen credit-only anti dcposil-1ak111g institutions, as far as supervision 
and reporting is conccmcd. 

FINCA has been working with AM[% to pcrsuadc donors to con\iiicc the BOZ to hold off passage of the 
regulations as currently drafted. At this time. SlDA (Swedish Intcl-national Developnicnt Agency) is 
expected to ask the BOZ to extend the consultative process until next September (2004) to provide 
further opportunities for the microfinance st&ir to positively influence the draft regulations. 

Funding 

Following a proposal submission in August, FlNCA Zambia lias been tentatively awarded donated 
commodities through thc USDA Food for Progress program. Thcse comnlodities will be monetized in 
the local Zambian market, to provi(dc funding for the expan?,ion of IINCA Zambia's operations. We 
expect to hear further details of the award in J a n ~ ~ a r y  2004. 

FlNCA Zambia has submitted three fimding proposals to the Micro Projects Unit (MPU) of the Zambian 
Ministry of Finance, to support FlhCA's outreach in the Southcni. Lusaka, and Central Provinces. MPU 
receives its funding from the European Union. FlNCA is awaiting word on the availability of follow-up 
EU funding, and the status of the applications. However, due to a shift of the European Union's opinion 
on what constitutes a "micro project", it does not seem likely that FlNCA Zambia will receive this 
funding. 

FINCA Zambia has also submitted a concept note for future funding to the local USAID mission, in line 
with the mission's own strategic developmental objectives in Zamb~a.  We hope to hear from the mission 
soon. 

Impact and client stories 

In June and July of 2003, FlNCA Zambia's parent organization. FlNCA International, performed an 
impact study of FINCA Zambia's program. A random sample of 182 new, continuing, former, and non- 
FINCA clients were survcyed across thc Lusaka, Central and Southern Provinces concerning their 
household size, income, and expenditures. Income and expenses were evaluated against the average 
Zambian daily per capita (expense 1DPC:E) for food and basic needs as determined by the Zambian 
Central Statistics Office. "Social metrics" were also analyzed, concerning such arcas as the person's 
level of respect that they comniand within their families, thcii- level of community involvement, and 
their education and health levels. 

The results were compelling. Overall, FINCA's active clients displayed higher levels of income and 
cxpcnditure than fomicr and non-clients, rccording incomes nearlv twice (I .8 times) the Zambian DPCE 
level necessary for food and basic needs. Active members also reported higher levels of personal 
decision making in their families, as well as greater levels of family and community achievement. 
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\.isuwa's Story: 

'.FIA'C..4 /IUS C / I L I I I ~ C Y ~  ~y 11fi~ 111 111r SCVISC t11i11 1 I I ~ I I . ~ ,  ~I~CWIIIS,  1 /I<II.C (I USIOII.' s t ~ c s  \ . I S U U  'I Jl.itauA~. 
Born in 9 5  in the \Vestern Pro\ince. \ s v  I l iws with her hushanit and c l i i l i r i  111 

\larabuka (Southem Province). I t h u g h  she 11.15 

n o s  \vitnessed some success in her lifi.. \-1su\\3 st;ltes 
that life before FISC.4 \\as d~fficult. Haung juniped 
from home to home of her older sihlinss ior most o i  
her childhood. in sixth grade her brother finall! t w k  
her into his care. (Four of hcr scvcn slhl111ss t n \ c  
since died due to 1l1ness.l After tinis1111~~ her 
secondan schooling. \ ' i su \u  ;~tte~iqited ~ O S I -  

secondar) cducation. But at the sani? tinle she \\.is 

working a job and t n i n s  to suppon her !oun:er sister. 
and ultimately she had to abandon her ciforts. 

She married in 1986. but income was inconsistent. and 
meeting basic needs was difficult. She was operating a 
clothing business. \vith products purchased on cred~t.  
Only occasionally was she able to retain profits. cind if 
she ever suffered a loss. the husiness \\auld ha\e  to 
close and re-open at a later date. .\lthou:h she \\.IS 

able to open her o\vn bank account. it was not stable. Sumerous times \-isuwa \\auld open an account 
only to be forced to close i t  a month later due to  son^ financial ernergcnc!.. 

Visu\\.a then learned about microfinance, and took a loan \vith a local \IF1 hopins to gro\v her bus~ness 
and savings. But the experience was disastrous- Visuwa lost all her sav ing  due to ernbeirlen~ent. 
Despite this, Visuwa decided to pive FIXCA a chance. She soon learned that FISC.\'s me~hnils were 
different, and that FISCA's clients collect and manage their loan and savings funds tlieniselves. '.\V~th 
FINCA we learned they were a people of their tvord- we are responsible ior our money OIIITL~!~LCC. ad 
it's given us confidence that this is our o w l  thing". \'isuna is IIOW the Chairlad! o i  her \.illage B.mk. 
T~~cl~irrcliile (ivhich means "to be active"). 

Visutva took her first loan of K300.00(i in \lay of 2007. Since then. her loan amount has g r w  11 w cr 
800 percent. to K2.5 million. and her current savings no\v totals KO.Y1.500 (appro\imatel! ISS125) .  
With F K C A ' s  help. \.isu\va no\\- has several businesses. She sells ch~ckerls. rahh~ts. .tnd t ~ e - d ~ e  
chitenges. and she also g r o w  cabbage. tomatoes. anti onions. Her last crop ~ i e l d d  6 ~ 1 ~ 1  h e d s  ~ 3 i  

cabbage. and thousands of tomatoes and onions. She sells these products in r e t ~ ~ l  outlcts .inti 10 rliiijL1r 
commercial customers such as Shoprite. She also sells lo the Zanlli~an Estarc S u p  C o r n p ~ n \ ' s  
Employees Club. 



Visuwa's immediate goals arc to open ;ind maintain her own ii~dividual savings account with ;I 

commct-cia1 hank, as well s to cnn l i~~uc  lo  OH hci- I I I I S ~ ~ C S S C ~ .  SIIC ;IISO sccs a tliffercnce i n  licr 
coiiim~~nity as she encourages othcrs to loin I:IN('!\. ;mi is no\\ I ~ I C  lo o fk r  her hand in suppo~-t of 
otliel-s. \/isuwa ;dinits ~111: is livi!i:: licr (11-eain: "I:I?;('A has cll.~llgctl in? lifc . . I  scc ~ilysell' doing 
soincthing I I ~ ; I I  lils into III!~ dl-cam. I I I V  \'isioii". 

Helen's Story: 

Currently living in Kapufi compound, Kahwe (Central Province). wilh her husband, fivc children, and 
two dependents, Helen Phiri omws ;~nd cultiv;~tes t\vo hcctal-cs of agricultural land. Early in her 
childhood Helen's parcnts passed away and she was forced to icave school. With no educational 
sponsor, no money, and no guidance, marriage was the only vi;ihli: next step. Helen was soon married 
and moved to her current residence in Kabwc, Zambia. 

Even in her new marriage things were difficult. Her 
husband had no employment and she made a living by . - - .  

sellmg small-scale fruits and vegetables in the local 
Kabwe markets, carnmg approximatzly K 10,000 per 
day (US$ 2). With this incomc Hclcn could barely 
feed her ihmily and pay the bills. OTtcli licr hmily 
members would fall sick and medical assistance was 
not feasible. Although she wanted tr.) send hcr 
children to school, there was always a meat stnloele in * - -- 
obtaining school fees. Building savings was simply 
not an option. 

In 2001, Helen heard about FINCA from one of . , 
FINCA's Credit Officers, and auicklv ioined a Villaw i I . - - ,' 
Bank (Kapuji Village Bank).' Slowly building her . . < . 5 
business over six cyclcs, Helen has grown to a loan 
size of K1.5 million, (US$250), and has become the Secretary in hcr group. She now has two hectares of 
land that she dedicates to sugar cane and vegetables such as c;~hbagc. tomatoes, and onions. She has a 
newly acquired busincss sense and now monitors her busincss cyclc and takes orders from surrounding 
towns, the city ccntcr, and other compounds. Helen states "Whcrr I zet the loan from FINCA, I'm ablc 
to make orders and buy somc goods.. . I  can improve my garden aiid it's improving my income at home". 

Bcfore FINCA, Helen had no knowledge of how to keep savings. She now has almost K500,000 
(US$lOO) in savings with h8-I- Villagc Bank. She iicver used to have: money and admits that her favoritc 
aspect about FINCA is thc savings 171-ograni. She says that when she looks into her account she is proud 
of herself and her peers. Sh': is the breadwinner, and has more respect at homc and from others. Helen 
says that FINCA has changed her life; in lhe past she used to go to hed hungry, now life is completely 
changed. Helen is thankful to FINCA, and with everything she has learned and experienced, she may 
ncvcr havc to sleep hungry again. 



Finca (Please insert name of Affiliate) 
Schedule of Property Acqu~red with US Federal Funds 

For the Fiscal Year Ended August 31. 2001 
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