The Mapping of Lusaka’s Impact Investing
Ecosystem: Introduction
By Christian Kingombe, 30th October, 2017
Around two months ago in my capacity as an Impact Investing Exchange (IIX) in Singapore alumni I
established Southern Africa’s first IIX chapter in Lusaka, Zambia. The main objective of the chapter is
to make relevant stakeholders of an already existing or future Impact Investing Ecosystem aware of what
impact investing really is. In order to do just that, the IIX Lusaka Chapter has embarked on an initial
mapping of Lusaka’s Impact Investing ecosystem. In the forthcoming blogs the Chapter members will
jointly discuss the respective roles of different members of the ecosystem: Capital Providers (Donors;
Investment/Private Banks);1 Investors (Investor Networks);2 Investment Targets (Impact Enterprises /
Social Entrepreneurs);3 and Intermediaries (Accounting / Law Firms; Consultants / Financial Advisory;
Social Impact Measurement)4 based on the interviews that different fellows of the IIX chapter are in the
process of carrying out in preparation of the Chapter’s first Roundtable and networking event to be
held in the first half of December. The overall aim is to discuss how the existing impact investing sector
in Lusaka could evolve into a well-developed ecosystem boasting a variety of players within the six
categories mapped by the IIX chapter, thereby contributing to the realization of Zambia’s SDGs and
Vision 2030. Before we get this far, this our first blog in the IIX Chapter Lusaka Series instead devotes
its focus on the underlying background, name the state of Impact Investing across Southern Africa in
general and Zambia in particular.
According to the Capital Finder provided by AlliedCrowds the Development finance institutions (DFIs)
are important in African markets because they often act as a cornerstone for other investors and provide
the momentum for a successful funding round. DFIs catalyzing role serve to lend credibility to risky
emerging market businesses and positively impact investor confidence. Across Africa links between DFIs
and Africa-focused VCs and PE firms offer opportunities for investments to generate satisfactory returns,
as well as social and environmental impact. DFIs have had significant influence on African markets.
Nearly half of all funds in Sub-Saharan Africa have DFIs as investors, and over 50 percent of private
equity firms in Africa have DFIs acting as catalysts for enticing investors into their funds. DFIs investing
have demonstrated their ability to catalyze private investment in SSA by sending positive signals to
private investors both directly (i.e. mobilization of other investors) and indirectly (i.e. making local
markets attractive to other investors through demonstration effects). By encouraging private sector
development, DFIs can promote economic growth, as well as show the way to prioritize not only financial
returns, but also positive social change. As with the rest of Southern African region, the vast majority of
Zambia’s impact capital is from development finance institutions (DFIs) making investments into
large-scale projects in energy (hydro-electric power), financial services (commercial banks), and
extractive industries (copper) with an average deal size of more than US$35 Mn. With over USD 1.7
billion in DFI capital disbursed through more than 100 deals, Zambia is the second-highest recipient of
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Family Office / HNWIs; Development Finance Institutions (e.g. AfDB); Diversified Finance Institutions / Banks (e.g.
Cavmont Bank Ltd.); Pension Funds or Insurance Company; Foundation; Endowment; Fund of Fund Manager; and
Retail Investor (e.g. Zambian Diaspora investing via Movement Capital a leading crowdfunding investment platform
for Emerging and Frontier Markets).
2
For example, impact investment funds affiliated with organizations such as large banks, development institutions
or big corporations.
3
E.g. Financial Services; Agriculture; ICT; Energy; Housing Development; Tourism; Infrastructure Development etc.
4
E.g. Brokers; Dealers; Commercial Banks; Investment Banks; Advisers; Exchanges; Clearing Houses.
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DFI capital in Southern Africa (GIIN & Open Capital, 2016). DFI activity has notably increased since
2011. However, Zambian companies have not received any investment from domestic or regional DFIs.
Partly as a result of the role played by DFIs such as the AfDB, for the past three years, more investors
have indicated that they would like to increase their allocations to SSA than to any other region. In 2015
and early 2016, several studies aimed to provide insights to help impact investors and other stakeholders
better navigate these markets. Three such studies were published by the GIIN, in partnership with Open
Capital Advisors and Dalberg Global Development Advisors, focusing on East, West, and Southern
Africa.5
In sum, these studies found a total of USD 7.3 billion of private impact investment capital and USD
31.1 billion of capital from DFIs deployed across the three regions over the past decade. Additional
research published in 2015 about impact investing activity in SSA reflects broad interest in the region:
The UNDP published a report on the trends, constraints, and opportunities for impact investors in Africa.6
The UK DFID published a survey of impact investment markets in both SSA and South Asia as of 2014.7
These studies, along with that by Allied Crowds, are important first steps in better understanding
impact investment markets at regional and country levels in different parts of the world. So, lets see
what they actually say about the current situation in Southern Africa and in Zambia in particular.
According to GIIN’s latest (2017:20) Annual Impact Investor Survey among the full sample, including
outliers, respondents invested the greatest share of AUM into the U.S. and Canada (40%), followed by
WNS Europe (14%), SSA (10%), LAC (9%); South Asia (5%); East Asia (4%); SE Asia (3%) and
MENA (2%). Excluding outliers, roughly half of sample AUM was invested in developed markets, with
the other half invested in emerging markets. Moreover, Private Debt Investors had higher AUM-weighted
allocations to LAC and EECA, whereas Private Equity Investors allocated a greater share of capital to
SSA and South Asia.

Impact funds are relatively young with a small local presence
Over three quarters of impact funds in Africa have a vintage year of 2000 or later. More precisely, 18%
were launched between 2000 and 2004; 34% were launched between 2005 and 2009; and 19% have been
launched within the last five years. Through these figures, Samuel Monteiro(2016) observes that the
impact investing industry has grown in prominence over the last decade, and impact investors across
the globe have developed substantial and particular interest in SSA. However, only 18% of Impact
Investing organizations are headquartered in Africa, especially in Nigeria, South Africa and Ghana.
Impact capital flows from developed markets to emerging markets.8 Of those who have a local office,
impact investors cluster in a limited number of countries, especially Kenya (20% of total local offices
are based in Kenya), South Africa (14%), Nigeria (12%) and Ghana (9%), where in Zambia there are only
between 0-4 local offices.
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To access these reports, see The GIIN, “Knowledge Center,” https://thegiin.org/knowledge-center/.
UNDP, Impact Investing in Africa: Trends, Constraints, and Opportunities (UNDP: New York, 2015),
http://www.undp.org/africa/privatesector
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DFID: Impact Programme, “Survey of the Impact Investment Markets 2014: Challenges and Opportunities in subSaharan Africa and South Asia” (London: DFID, August 2015), http://www.theimpactprogramme.org.uk/wpcontent/uploads/2015/08/DFID-Impact-Programme-Market-Survey-Web-20151.pdf
8
Despite being mostly headquartered in developed markets, more than half of impact investors have at least one
local office in Africa.
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AlliedCrowds via the Capital Finder find that the top country in Africa for impact investing is Kenya
with 110 ahead of respectively Nigeria, Uganda; South Africa; and Ghana each with between 60 and 80
impact investors. Interestingly, Zambia is placed on a 9th place just behind Ethiopia but ahead of
Morocco. In both Kenya and Zambia as the other top ten countries AlliedCrowds estimates that there are
over three times more agri-investors than those looking at renewables. However, the top recipient sector
of impact investing is Construction with 215 impact investors.9 It should be mentioned despite the heroic
effort by both GIIN and AlliedCrowd in collect impact investing data that almost half of impact
investors’ websites do not release any impact data. It is thus difficult to verify whether these actors can
really be considered as impact investors according to Samuel Monteiro(2016).
Moreover, Monteiro(2016) finds that the asset holding period is longer in Africa where it was 5.1 years
on average over the period 2007-2012, compared to 4.5 years in the US and 4.1 years in Europe. These
figures reflect the state of the entire private equity sector.10 If we were able to focus only on impact
investment, asset holding periods would be even longer. This is corroborated by Judith E. Tyson(2015)
who finds that private equity funds’ investment strategy is to sell a company at a profit, typically within 5
years. It can be sold to another private investor or through an IPO. To date, the majority of deals have
been exited through private sales because of the scale of companies being too small for an IPO.
Tyson(2015) also observes that in other regions, value-investing has been completed by buying mediumsized companies. However, in SSA there is a shortage of companies suitable for such a strategy. Instead,
funds have adopted a ‘build, not buy’ strategy. This has involved investing in companies at an earlier
stage of development and having a more intensive ‘hands-on’ approach to their growth. This has included
active involvement in management, in-country teams to partner with them and creating value through
consolidating firms within industries. It has also led to lower levels of leverage than global averages in the
industry. Tyson(2015) further adds that this has led to a greater contribution to economic growth –
especially knowledge and technology transfer – from investments by private equity funds. Adding such
value is at the heart of their business strategies in the SSA region. However, she warns that this makes
investing in SSA costly and intensive. This acts as a barrier to the number of funds active in SSA and
creates a ‘floor’ to the level of investments they make because of the cost implications of executing this
African model. In other words, patience is required to allow a company with great potential to expand
regionally, especially given the diversity of languages, cultures and legal systems on the African
continent.

Southern Africa, the largest market for impact investment
According to the 2016 Annual Impact Investor Survey’s summary of these studies by the GIIN Research
team:
• The Southern Africa landscape (12 countries) contains:
o 23 International DFIs
o 3 Domestic DFIs
o 81 non-DFIs
Only superseded by the 135 Non-DFIs in Eastern Africa (11 countries), but far ahead of Western Africa in
all three categories. In total, USD 5.6 billion has been disbursed throughout the Southern Africa region as
reported by 81 impact investors who in total have closed more than 500 deals throughout the Southern
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Investisseurs & Partenaires and the Foundation for International Development Study and Research published
Investing in Development in Africa: How Impact Investors Can Contribute to Meeting the Sustainable Development
Goals in October 2016. The paper groups the SDGs into eight “investment areas” and discusses how investors can
help achieve them in Africa.
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See Figure 31: Typical duration of investments by Fund Managers and Asset Owners active in South Asia and SubSaharan Africa (n=45).

3

Africa region, compared to USD 1.4 billion in East Africa and only USD 221 million in West Africa.
Despite West Africa’s high GDP growth, impact investments in Western African countries are small
compared to those made in East Africa, and even smaller compared to those made in Southern Africa.
In terms of impact investments by instrument types GIIN and Open Capital (2016) Research finds that
of the 171 deals disbursed as equity (US$4,352 Mn) the average deal size was $25.4Mn compared to the
average deal size of only US$4.5 Mn for 137 (US$615 Mn) impact investments disbursed as debt.
Across the region, total GDP (PPP) currently stands at approximately USD 1.2 trillion, with South Africa
accounting for 60%. The IMF projects that the region will continue to experience roughly 5% annual
growth through 2020, with the region’s total GDP (PPP) growing to over USD 1.5 trillion. The relative
high development of Southern Africa, especially South Africa, compare to the rest of the continent mainly
explain why it is the largest market for impact investment.
South Africa is the center of Southern African impact investing. Three-fifths of impact deals in the region
have been in South Africa, representing USD 4.9 billion of the total USD 5.6 billion impact capital
disbursed in the region, more than 30 times the amount of non-DFI capital in Zambia. Thus, South Africa
is a significant outlier.11
Zambia and Mozambique come next, having each received approximately 10% of deals. However, with
their significantly smaller deal sizes (respectively USD 2.7 million and USD 1.2 million), these countries
have absorbed less than 4% of capital. More precisely, Zambia has received a total amount of impact
investing of US$158 million scattered on 58 deals, given an average deal size of only US$2.7 million,
and making the third-highest recipient in Southern Africa of non-DFI impact investor capital, after South
Africa and Angola. More precisely, according to GIIN & Open Capital (2016) the majority of non-DFI
impact investments in Zambia are under USD 1 Mn. A further 30% of deals (less than 20 deals) are
between USD 1 Mn and USD 5 Mn. Interviewees reported to GIIN & Open Capital that it is difficult to
find deals of this size and to develop a robust deal portfolio with tickets of this size. Reflecting their larger
capital amounts, deals over USD five million account for more than 60 percent of all capital disbursed.
In short, according to the AlliedCrowds latest ranking Zambia is ranked as number 9 in the Impact
Investing League Table ahead of such relatively developed MICs as Morocco (10) and Tunisia (14) and
Africa’s largest nation Algeria (15). ODI on the other hand, divides geographies into four categories –
low, medium, high and highest in terms of investment difficulty of countries assessed with regards to: (i)
market size; (ii) income level; (iii) ability to access finance, and; (iv) the ease of doing business. Only
South Africa and Mauritius are categorized as having a low difficulty. Among the Southern African
countries only Botswana and Namibia are found in the medium category, whereas Zambia along with
Angola is in the High category (Tyson, 2015).
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According Samuel Monteiro(2016) 47% of this amount was disbursed in just the three largest deals in South
Africa. With its significantly larger deal size (USD 15.8 million on average), South Africa absorbs 85% of capital
disbursed, despite representing ‘only’ 60% of deals transacted.
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Figure 1. Non-DFI impact investments by deal size

Source: GIIN & Open Capital, 2016:94.

Benchmarking Zambia Performance against a Best Practice
Regulatory Frontier
The COMESA’s latest COMESA Investment Report (CIR) 2016 is the compilation of recent regulatory
reforms in Member States and Track progress made by COMESA Member States in achieving the prime
performance in selected components of the Ease of Doing Business (EDB) surveys conducted by the
World Bank. Zambia was ranked fourth among COMESA countries behind Mauritius (32), Rwanda (62),
and Seychelles (95), but the only Member State in top 4 that actually improved its worldwide ranking
from 111 in 2015 to 97 in 2016.
Moreover the 2016 CIR also benchmarks COMESA country performance against a best practice
regulatory frontier using the distance to frontier (DTF) measure. Zambia was one of the COMESA
countries which made a positive movement (0.85) towards the regulatory frontier in the 2016 EDB survey
compared to the EDB 2015 survey behind Malawi’s performance.
The EDB surveys also provide an opportunity to benchmark each COMESA country against the best
performers worldwide in each EDB category and sub-category. However, in only 4 out of the 10 EDB
ranking categories, did Zambia achieve a higher ranking than its average worldwide ranking of 97:
• In the starting a new business category and specifically the number of procedures to start a
new business (6 steps compared to 5 in Mauritius taking on average 7.5 days), Zambia is ranked
78th worldwide.
• In getting credit, Zambia is ranked as high as 19, its best overall ranking.
• In getting Investor Protection, Zambia was ranked 88.
• In paying taxes Zambia was ranked 46, as its second best performing EDB indicator.
On the other hand, Zambia’s ranking was lower than the average worldwide ranking, when it comes to:
Dealing with construction permits (110); Getting electricity (123); Registering property (157); Trading
across borders (152); Enforcing Contracts (134); and Resolving Insolvency (107). What is left out from
the EDB survey is getting working permits for expatriates, which apparently is exceedingly difficult,
given the dire straight of the formal labour market.

Zambia Inward Foreign Direct Investment
The COMESA region registered an increase in inward FDI of 21% in 2015. Zambia registered growth in
inward FDI of 6% from 2014 to 2015 according to COMSTAT & UNCTAD reported by CIR (2016:1). In
fact, Zambia’s FDI inflow values increased from US$389 Mn in 2004 to US$1,582.7 Mn in 2015. In
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2013, Zambia had the third-highest FDI inflows in Southern Africa at around USD 1,800 Mn, which
were also the highest FDI inflows among the 16 landlocked developing countries in Africa. Zambia’s
single largest source of FDI investments in 2013 was Australia, accounting for 16 percent of all FDI
inflows; followed by China (11%); South Africa (9%); Switzerland (8%); Ireland (4%) and others (52%)
(IMF).
Sectoral FDI inflows are derived from national enterprise surveys. Sectoral inward FDI inflows by sector
showed a dominant position for mining and quarrying in Zambia (65% of total), followed by construction
and services. Seychelles posted the highest FDI intensity12 in the COMESA region of 8.5% in 2015,
whereas Zambia was fifth with 5.6% in 2015 down from 11.5% in 2007 (COMSTAT, UNCTAD and IMF
for GDP figures reported by CIR, 2016).13
Moreover, FDI inflows only constitutes 16.6% of Zambia’s Gross fixed capital formation in 2014. Over
the period 2007-2013 Zambia achieved an average of US$18 Mn worth of FDI from other COMESA
countries. Within the same period, the average South African inflows in Zambia were worth US$119 Mn.
Both in 2014 and 2015 the rate of return on FDI stocks in Zambia was less than 10%, and even worse
it was almost halved from 2014 to 2015 to less than 5%. In the same period 13 Greenfield FDI projects
were initiated in Zambia (CIR, 2016).

Impact Investing situation in Zambia
Despite these positive trends, access to capital remains a key constraint for businesses in Zambia. Public
debt has been rising at an unsustainable pace and has crowded out lending to the private sector and
increased the vulnerability of the economy. The outstanding public and publicly guaranteed debt rose
sharply from 36 percent of GDP at end-2014 to 60 percent at end-2016, driven largely by external
borrowing and the impact of exchange rate depreciation. Increased participation of foreign investors in
the government securities market has eased the government’s financing constraint but has made the
economy more vulnerable to swings in market sentiments and capital flow reversals (IMF, 2017). Despite
the large inflows of impact capital in aggregate, much of this capital has targeted housing and financial
services or has been placed in large-scale projects by DFIs (GIIN & Open Capital, 2016).
Despite Zambia’s many serious development challenges,14 opportunities exist for impact investors with
long-term investment horizons. Although management costs are high relative to available deal size and the
investment-ready pipeline is limited, there is opportunity in Zambia for early investors who remain
invested for long enough to capture long-term growth, particularly as argued by GIIN & Open
Capital(2016) if these investors are able to fund multiple capital rounds at increasingly larger amounts.
Despite fairly robust aggregate numbers, particularly relative to the rest of the region excluding South
Africa as mentioned above, social enterprises in most sectors in Zambia still struggle to source impact
capital. Only a handful of impact investors have local offices, and fully USD 92 million of the USD 157
million disbursed by non-DFI impact investors has been placed into a few sectors. Financial service
providers constitute nearly 40% of the deals by the non-DFI impact investors. Of 22 deals in financial
services, 18 were in just 4 companies (a commercial bank and 3 MFIs). Likewise, housing investment
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The FDI Intensity index measured by the ration of inward FDI stock to GDP, showing the extent of GDI
globalization in a country.
13
GDP in 2016 stood at USD 61 billion in PPP terms, making it a relatively strong regional economy. GDP per capita
(PPP) has grown by approximately 75 percent since 2005, rising to USD 4,064 in 2014 and making Zambia a
“middle-income” nation according to the IMF.
14
HDI Score; GDP pc; Unemployment rate; Population below USD1.25/day; Under-five mortality; Population with
Secondary education.
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projects comprise over another 40% of non-DFI impact investor capital disbursed, with a single
investment accounting for nearly 70% of the total in this sector. Taken together, housing and financial
services account for more than 55 percent of non-DFI impact investor deals and almost 60 percent of
disbursements. Of the remaining approximately USD 65 million, more than USD 40 million was placed in
just three investments. Agriculture accounts for roughly 25 percent of both deals and total capital
disbursed. Notably, though, two deals account for almost 80 percent of all the non-DFI impact investor
capital disbursed in agriculture. All in all, non-DFI activity has been focused in a few sectors and a
handful of companies.

Figure 2. Non-DFI impact investments by sector

Source: GIIN & Open Capital, 2016:93.

As a result, only some USD 25 million was disbursed to the social enterprise landscape more broadly. And
yet, despite large aggregate impact investing disbursements, enterprises in most sectors in Zambia still
struggle to source impact capital.
The limited public information that GIIN & Open Capital were able to collect about non-DFI deals,
nonetheless managed to demonstrate that there has been modest interest in Zambia from non-DFI impact
investors over the past decade.

Innovative Finance in Zambia
Innovative finance refers to the novel application of traditional financing mechanisms or the development
of new financial structures for social and/or environmental impact. Innovative Financing has mobilized
nearly $100 billion for sustainable development initiatives across the world and grown by approximately
11%per year between 2001 and 2013.
Interesting financial innovations is also taking place in Zambia and includes for example, the investor
Lundin Foundation established in 2005. Lundin Foundation is a private Canadian foundation that invests
in high growth potential small-and medium-sized enterprises in SSA. The Investee is called Rent-to-Own
Limited Zambia (Rent-to-Own), and was founded on the belief that access to farming equipment can
result in more productive and profitable micro and small agricultural enterprises in Africa. Demand for
productive equipment such as ploughs, ox carts, irrigation systems, or carpenter planes in rural areas
primarily comes from contract and non-contract farmers, as well as micro-enterprises operating in
communities where equipment retailers, market information, and financing options are either limited or
non-existent. Under typical upfront payment models, most small businesses have trouble accessing needed
7

equipment because financing is unavailable, retailers are located far away, and the technical expertise
required to operate the equipment is beyond reach. Rent-to-Own's business model addresses these
barriers by distributing productive equipment to rural communities through local agents and offering
technical expertise and innovative asset financing options to small businesses. As the name suggests,
entrepreneurs can rent equipment from Rent-to-Own and gain ownership by the end of the rental period.
Another example is The TriLinc Global Impact Fund, which provides loans and trade finance to SMEs
in markets where affordable access to capital is limited. In July 2015 the Fund approved $16.6 million in
term loan and trade finance to SMEs in South Africa, Zambia, Namibia and Nigeria. The fund anticipates
that targeting growth-stage African SMEs will generate quality jobs and uses the GIIN’s Impact Reporting
and Investment Standards (IRIS) to report on its achieved impact.

Outlook
IMF Executive Directors recently welcomed the recent improvement in Zambia’s economic outlook.
However, Directors noted that domestic and external risks pose significant challenges. They advised the
authorities to take advantage of the current favorable conditions and implement decisive and prudent
macroeconomic policies and reforms to place public finances and debt on a sustainable path, build
international reserves, increase the economy’s resilience to shocks, and achieve higher and inclusive
growth. In this regard, they welcomed the launch of the Economic Stabilization and Growth Program and
the Seventh National Development Plan (IMF, 2017).
Notwithstanding IMF’s mixed assessment, there is indeed other reasons to remain optimistic. Looking at
the year ahead, more impact investors plan to maintain their allocations across geographies than plan to
increase or decrease them. Thirty-three investors plan to increase their proportional allocations to
SSA. By asset class focus, the greatest number of Private Equity Investors indicated plans to increase their
allocations to SE Asia and SSA, while Private Debt Investors to planned to increase allocations to SSA
and MENA according to the GIIN’s Annual Impact Investor Survey (2017).
The Cape Town Declaration on Impact Investment in Africa was adopted by stakeholders during an
Impact Investment in Africa High Level Public Private Dialogue (PPD) on November 26, 2015. The
declaration calls upon all stakeholders, including investors, governments, the private sector, DFIs, civil
society, development partners, donors and other members of the impact investment community in Africa,
to work together to support and operationalize the seven point Impact Investment in Africa Action Plan.
The Action Plan aims to catalyze and strengthen impact investment in Africa by supporting the creation
of a conducive environment for impact investment to thrive in Africa as well as supporting the
development of a dynamic impact investment sector in Africa.
For example, some countries including South Africa, Namibia and Zambia have already seen changes to
regulation that could facilitate increased investment from pension funds into “unlisted” or impact
investments. Changes for instance to South Africa’s Regulation 28 of the Pension Funds Act in 2011
requiring the consideration of environmental, social and governance criteria in deciding on pension fund
investment were greeted with enthusiasm by the impact investment and responsible investment sectors.
How much of a change to investment practice this will result in remains to be seen as on the whole
however, African institutional investors are still quite reluctant to invest in African private equity and
impact funds (UNDP, 2015).
Respondents to the UKAID The Impact Programme Survey of the Impact Investment Markets 2014:
Challenges and Opportunities in SSA and South Asia were on balance optimistic: commitments are
growing, they self-report more optimism than pessimism mainly due to Growing range of business and
Growth of the ecosystem and supporting infrastructure.
8

In the next blog the IIX Chapter Lusaka members will explore to what extent the key stakeholders in
Zambia has started to implement the Impact Investment in Africa Action Plan by looking at the Broader
Investing landscape based upon our mapping of the Lusaka Impact Investing Ecosystem.
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