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Executive Summary

The Zambian startup ecosystem is slowly emerging and requires support to diversify,

spur innovation, and be an engine of growth in the economy. This report aims to map

out the Zambian startup ecosystem, identifying key players in the existing space,

exploring the funding and investment landscape, and highlighting potential avenues for

further ecosystem development. The report also outlines the oucomes of thea Z P\ 7 z

Meet the Toshikaswy v g ki { _ g wyvgki{ I|lygtkj hi {ok az
and aimed at uniting Japanese Investors and African Startups to drive sustainable

growth. This took place across Angola, South Africa and Zambia with this report

reflecting the findings for Zambia.

This is situated in a wider context of remarkable growth in Japanese investment in

Africa, particularly since 2007/8, with a staggering 2575% increase in FDI from 1983

t02021.M z ki vuj z|ynk gyv|uj &#%) H%* o0gz hkku j
business expansion into African markets and rising international competition. Currently,

19 African countries benefit from Japanese FDI, with major investments in South Africa,

Mauy p{ p| z._ guj Xphkypg. copz | w{pir gspnuz
including a weakening yen and the push for a New Capitalism under Prime Minister

Kishida. Japanese companies are leveraging significant cash reserves to explore global
opportunities, including in Africa, where they're focusing on sectors such as healthcare,
svnpz{piz_ tvhpsp{i_. guj kukynj_ Uup{pg{p}
governance reforms further support this outward investment trend. There is strong

alignment between Japanese investors and the Zambian government in sectors such

as renewable energy, financial services, sustainable agriculture, infrastructure, mining,

services, and manufacturing. These sectors, which already have strong industries, are
attracting significant startup innovation and funding. Notably, agriculture and agre
processing are areas of strong mutual interest, with Japanese investors particularly

keen on the agriculture sector and emerging technologies like smart irrigation.

The methodology section outlines the process used to create this report. This has
combined desktop research, data analysis, onthe-ground surveys, and field studies.
This report has utilised the UNDP Ecosystem Development Approach (EDA) framework
to ensure that the findings are comprehensive, comparable, and rigorous.

The key findings are outlined as follow ed:

0O fgthpg z z{gy{|w kivzjz{kt pz vu {ok ypzk
significant growth opportunities ahead. Since 2020, the volume of funding and
deals for startups in Zambia has increased. Even during 2023, when most of the
continent experienced a downturn in funding, Zambia recorded its highest
volume of funding yet. Further, outside of South Africa, Zambia accounts for the
majority of deals and funding to startups in Southern Africa. Zambian startups
have attracted more than 50% of funding and ceals, excluding South Africa.
Tv~k} ky._ fgthpg o0gz wuv({ x| p{k "~ hyvrku v|
continent. It still lags tier two ecosystems like Senegal, Rwanda, Tunisia, and


https://www.undp.org/africa/meet-toshikas
https://www.undp.org/africa/meet-toshikas
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Kenya, Nigeria, and South Africa.

Agritech and Cleantech present a strong opportunity for Zambia to leapfrog
into the next tier. The top three sectors in terms of deal flow and volume of
funding in Zambia are Fintech, Agritech and CleanTech. Fintech is not unique to
fgthpg gz p{ "z hkku {ok tvz{ I | ujkj
playing a larger role in Zambia relatve to other sectors. Startups operating in the
Agritech sector in Zambia have attracted 3.5% of the total volume of funding to
Agritechs in Africa. This is well above the 0.42% of total funding that all startups
in Zambia have attracted relative to the cantinent. Further, Zambia has already
attracted several deals above $10m, including Good Nature Agro.

There is a lack of visibility and entry points into the startup ecosystem, making

it hard for local and foreign investors to navigate. The top challenges identified

for investors in the report is the lack of investment opportunities that match their
desired size and scope, as well financial information that can provide confidence
for their investments. However, the deal flow data shows adifferent picture. Most

commercial deals have been between $1$10m and there are several deals
already over $10m. The quditative feedback from investors that the challenge

may have more to do with the ability to find these deals given the lack of visibility
on the startup ecosystem and the challenge in navigating it.

There is a mismatch between the support provided by ecosystem support
organisations (ESOs) and what startups need to be investable. Most of the
support provided by ESOs is soft skills related to business coaching and
investment readiness. The ecosystem relies heavily on advisors, legal
practitioners and auditors for hard skills. There is also limited focus on market
access and helping startups toaccess new customers. Further, few incubators
and innovators, if any, provide theseexpertise. Further,most of the funding that
these ESOs provide to startups is grant funding and awards and prizes. There is
limited commercial funding at the early stage.

Most ecosystem support is at the early stage. Most of the support provided by
the ecosystem is at the early stage through incubator and accelerator
programmes. There is limited support for growing and scaling startups once they
have been through these initial accelerator programmes.

Zambia has a favourable regulatory environment for investors. Zambia's
regulatory environment makes it an attractive destination to foreign investors.
There is a lack of exchange controls, capital gains tax and restrictions for
shareholders to repatriate their money when they invest in Zambia. The result is
that many Zambian startups do not need to offshore to attract foreign investors
like much of the rest of the continent.

Local financial institutions are active, but not in giving commercial funding.
There are several financial institutions that are active in the startup ecosystem in
Zambia, but mainly through holding competitions and offering awards and prizes
or providing grant funding through incubator and / or accelerator programmes.

tgyr
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There is very limited commercial funding being provided to startups by local
financial institutions.

O«

Local corporations are absent from the startup ecosystem all together. Nearly

all of the sectors that startups are operating in have near monopolies. These
corporations are critical for startups to become viable. They can act as clients,
distributors or investors in their business. Yet, as noted above, very few, if any,
have been integrated into the startup ecosystem to date. This is particularly the
case in agriculture and energy where a handful of firms dominate the industries.

0 okyk pz g sgir vl svigs igwp{gsNepllygpsghs
gss | Jujpun pu{v fgthpg z z{gy{|w kivzijz
including impact investors, venture capital firms and DFIs. Financial institutions
and corporations are largely absent. The result is that there are very few local
early-stage investors which are often critical for helping to grow the ecosystem
and build a pipeline for later stage funding.

O«

Opportunities and gaps in Zambia's investment landscape reveal several

critical areas for improvement. Msvunzpj k i |yykuij }vsg{psp
of an investor visa impacts fixed capital investment and sectoral diversification.

This limitation makes it challenging for international investors to establish a long

term presence in the country.

The findings of this report will be key to assisting in the growth and development of
the startup ecosystem in Zambia , supporting startups to receive funding, and to scale
up, contributing to long-term economic growth. This report underscores the importance
of a robust and supportive ecosystem to foster innovation, attract investment, and drive
long-term economic growth in Zambia. Additionally, the report provides a micro analysis
of specific Zambian startups and supporters of the startup ecosystem (educatobnal
institutions, accelerators, financial sector, Hubs, etc.) as well as a macro analysis, plus
startup map and startup ecosystem mapping with their specific information (including
company names). By addressing the identified gaps and leveraging opportuniies,
Zambia can enhance its startup ecosystem, contributing significantly to its development
goals. These include:

€ Prioritising domestic financing expansion through targeting local institutional
investors, high net -worth individuals and corporates to address the unmet
demand for startup funding in Zambia. An underdeveloped local VC landscape
and inadequate domestic credit supply to startups and priority sectors
exacerbate the implementation of strategic objectives.

€ Differentiate the Zambian startup ecosystem by positioning it as the Agritech
Hub for the Southern Africa region. Zambia has an opportunity to build off the
momentum it has in the Agritech space, particularly at the intersection of climate
and agriculture where there is more and more global and local funding flowing
towards.



€ Establish Zambian as a destination where non -Zambian startups to locate.

Zambia already has a favourable regulatory environment for investors. It needs
to also translate this for startups.

Methodology

This report employed several methodological approaches to generate the insights and
findings:

0

O«

Desktop Research: a thorough desktop research which comprised
comprehensive review of existing reports and studies was undertaken. using
reputable sources. All sources referenced have been noted in the bibliography
and references in footnotes.

Publicly available data: This report leverages data on over 10,000 publicly
disclosed information on registered startups, coworking spaces, accelerators,
leaders, and organisations in Zambia covering 2015 to 2023. Reliable databases
such asDouble Feather Partner EXPAwith 30 000 screened startup data, Briter

Intelligence, and Crunchbase enriched the data coverage and scope of this

report.

Field Reports and Surveys: We gathered both quantitative data from various

databases and reports and qualitative insights through a comprehensive
approach. In Zambia, we conducted irdepth interviews with 13 key stakeholders

in the startup ecosystem, including founders, investors, mnovation hubs, and

government officials. These interviews provided valuable insights into the

current state, challenges, and opportunities within the ecosystem. Additionally,
we interviewed Japanese investors to understand their barriers, motivations,

perceptions, and investment preferences in Zambian startups. By incorporating
perspectives from both domestic stakeholders and international investors, we

gained a comprehensive understanding of the Zambian startup landscape.
Alongside these interviews, we also conducted an online survey among 116
Zambian startups to gather quantitative data and further enhance our
understanding of the ecosystem's dynamics. The collected data served multiple
purposes, such as refining future programiterations, fostering local ecosystem

connections, and identifying key sectors and unmet needs within the Zambian
startup landscape. This information guided tailored support and investment
strategies, emphasising financial, environmental, and social sustaiability. The

program's comprehensive methodology ensured the selected startups had

strong business potential and a commitment to making a meaningful impact in
their industries and communities. This was measured through the SDG
framework.


https://doublefeather.com/insight/2023-africa-startup-report/
https://intelligence.briterbridges.com/?f=W3sidHlwZSI6InNlbGVjdC1vciIsImtleSI6Im9wc19jb3VudHJpZXMucmVnaW9uLmtleXdvcmQiLCJ2YWx1ZSI6WyJBZnJpY2EiXX0seyJ0eXBlIjoic2VsZWN0LW9yIiwia2V5Ijoib3BzX2NvdW50cmllcy5uYW1lLmtleXdvcmQiLCJ2YWx1ZSI6WyJaYW1iaWEiXX1d
https://intelligence.briterbridges.com/?f=W3sidHlwZSI6InNlbGVjdC1vciIsImtleSI6Im9wc19jb3VudHJpZXMucmVnaW9uLmtleXdvcmQiLCJ2YWx1ZSI6WyJBZnJpY2EiXX0seyJ0eXBlIjoic2VsZWN0LW9yIiwia2V5Ijoib3BzX2NvdW50cmllcy5uYW1lLmtleXdvcmQiLCJ2YWx1ZSI6WyJaYW1iaWEiXX1d
https://www.crunchbase.com/home

Employing multiple research methods allowed us to develop a comprehensive
understanding of the startup ecosystem in Zambia and report on the critical role of
entrepreneurship in driving development.

Framework

"ok lygtk~vyr gjvw{k]j |l vy gugsjzpz pu {opz
Ecosystem Development Approach. 1 The 4ls (Figure 1) constitute a crucial part of the

first step in the Ecosystem Development Approach where the convener identifies an

impact opportunity through a mapping exercise. The first step is often captured by the

action platform as the Assess Stag. This report serves as a mapping of the ecosystem

{v pulvyt z| hzkx| ku{ |l gi psp{g{pvu gz wky {o
Figure 2). This report uses this analytical framework in Part 4: Gaps and Opportunities

l'vy fgthpgz _{gy{lw Qivzjz{kt,

BUSINESS

WITH IMPACT

Sowrce: LINDP [2013) Realizing Arica's Wealth

Figure 1 The Ecosystem Diamord
_Vv]vyik,_ azZP\" z Qivzjz{kt Pk}ksvwtku{ Mwwyvgio &#&%,

The components of this framework can be understood as follows:

1 Incentives provide businesses with the impetus to contribute to certain impact
targets by rewarding positive externalities and reducing the cost of doing
business. This dimension focuses on the role of government policy and
regulation as well as private standards.

1 Ecosystem Development Approach (2021). Available at:  https://www.undp.org/south _-africa/publications/ecosystem -
development -approach -meet -sdgs-eda (Accessed: June 30, 2024)
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https://openknowledge.worldbank.org/bitstream/handle/10986/32436/9781464814402.pdf
https://www.undp.org/south-africa/publications/ecosystem-development-approach-meet-sdgs-eda
https://www.undp.org/south-africa/publications/ecosystem-development-approach-meet-sdgs-eda
https://openknowledge.worldbank.org/bitstream/handle/10986/32436/9781464814402.pdf

1 Information includes the awareness, knowledge, technology, and knowhow
required to drive positive impact.

1 Investment is the financial backing that the private sector needs to explore and
pursue business opportunities and practices that minimise negative impact and
maximise positive impact.

1 Implementation support includes the logistics, transaction, marketing, and
communication, and business support services that companies often use in the
course of doing business, and that need to be aligned with their impact goals.

1 Finally, these elements requirecoordination.

Four stages of the Action Platform

3 Business
\ ecosystems
\\ delivering
) positive
’/// impact for
people and
planet
» Map the » Agree on » Organize » Hand over
ecosystem shared vision in working coordination
» |dentify gaps and action groups » Review and
and actions plan » Implement update action
» Bring stake- 2-4 MONTHS actions plan
holders on AT LEAST 2 VEARS ONGOING

board

3-6 MONTHS

Figure 2: Action Platform Stages
_v]yik, aZP\" z Qivzjz{kt Pk}ksvwtku{ Mwwyvgio &#&%

Alignment with the Sustainable Development Goals was also considered, as were
fgthpg”z ug{pvugs jk}ksvwtku{ wsguz_ (v
ecosystem are aligned to development outcomes. The 17 SDGs have guided both
human and corporate activities - their applicability to startups is increasingly evolving.

L] LN QUALITY GENDER CLEAN WATER
POVERTY & HIMWEER EDUCATION EQUALITY AND SANITATION
19 ee R g ﬁ
1
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ECONOMIC GROWTH INEQUALITIES
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13"0“01 THE 141!“ BELOW 16 PEACE AND PARTRERSHIPS
PLANET WATER JUSTICE FOR THE GOALS

Tt

@ e y,

Figure 3: The 17 UN SDGs
Source: United Nations (UN) Department of Economic and Social Affairg.

2 The 17 UN SDGs.Available ahttps://sdgs.un.org/goals
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In deriving the insights, the National Development Plan of Zambia was prioritised.

f gt h p g™ -term Batianal Development Plan, first launched in 2006, is reviewed
regularly in 5-year cycles.® The most recent one is the 8" National Development
Plan aiming to make Zambia a robust and vibrant middleincome industrial country by
2030. 4 Key strategic sectors are manufacturing, mining, agriculture, and tourism,
supported by strategic developments in infrastructure. The 8th NDP stipulates that
facilitating investments in ICT and science and technology will support digital
transformation and innovation as well as skill developmentRvy pu}l kz{vyz._ f
NDP recognizes the creation of an investment climate consistent with the
socioeconomic development goals. This involves improving access to capital by
nationals for investment needs.

TRANSFORMATION
AND JOB CREATION

. -t “ . e
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AGRICULTURE | |MANUFACTURING MINING TOURISM

ENERGY | TRANSPORT & LOGISTICS | TECHNOLOGY | WATER | INFRASTRUCTURE | SKILLS

3
5
=

600D GOVERNANCE
ENVIRONMENT

==
o5
1=
o =
o
1]
—
=
==
sS4
=

ENVIRONMENTAL
SUSTAINABILITY

Human Capital ,. e Sacio-Economic
Formation S o Justice

AN INDUSTRIALISED MIDDLE-INCOME COMPETITIVE ECONOMY

Figure 4: National Development Plan Framework of Zambia
Source: Ministry of Finance and National Planning, Zambia (see footnotes 3 & 4).

Additional frameworks utilised are the Startup Ecosystem Framework (SEF) (Figure

5). This is founded upon the idea that a startup ecosystem is a complex and dynamic
network of people, organisations, ideas, and resources that support launching and
growing n ew startups. The startup ecosystem framework was developed by Ziakis et
al. (2022) to identify the key players in a startup ecosystem. The six main components
are: Startups, Education Services, Finance Providers, Startup Ecosystem Builders,
Government, and Human Resources.

E National Development Plan (NDP) of Zambia. Available at:  https://www.nor.gov.zm/?wpfb_dI=44  (Accessed: May 18,
2024)

4The 8" NDP of Zambia. Available at: https://www.sh.gov.zm/wp _-content/uploads/2022/09/EIGHTH -NATIONAL-
DEVELOPMENTPLAN-2022-2026-05-07-2022.pdf (Accessed: May 18, 2024)
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The EDA and SEF complement each other and further enrich the depth of the
findings of the reports through a cross -cutting approach. SEF does well to provide a
ivtwykokuzp}k iv}ikygnk vI {ok kivzijz{kt
ecosystem players to systematically assess the situational and prospective conditions
of the ecosystem through the 4ls. We have predominantly usedthis in Part 3 to analyse

the roles of different ecosystem players.

e ation Polley EEH 89, Crowdsourcing
ey B 222 NGOs
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Jll Private Sector Funding
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~
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Figure 5: Startup Ecosystem Framework
Source: Ziakis, C., Vlachopoulou, M., & Petridis, K. (2022). Statip ecosystem (StUpEco)

5 Startup Ecosystem Framework. Available athttps://www.mdpi.com/2199-8531/8/1/35
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Part 1. Zambian Startup Ecosystem
Overview

1.1 Introduction

Entrepreneurship is playing an increasingly important role in fuelling economic

growth and development in Zambia. According to the c vy s ] Ngur™ z &#&#
Business Report,Zambia is ranked 85th out of 190 countries in ease of doing business,

| w | yvt -+{ o pu { ok ®Zaybalaps forza vibrarg ynarket foy k wv y { _
entrepreneurs, with an abundance of natural resources and a burgeoning agricultural

sector. With a population of over 20 million people, Zambia also boasts a rapidly

growing young population, which may offer opportunities for businesses looking to tap

into the consumer market.”

Despite the potential, entrepreneurs and startups in Zambia face several significant
challenges. Access to finance remains a major hurdle, as many struggle to secure the
necessary funding® Likewise, high demand for skilled labour hampers startups' ability
to scale and innovate, often leading to talent gaps and increased operational difficulties
especially in tech and tech-enabled startups? Infrastructure gaps pose challenges to
growth.

Numerous opportunities exist in the country for startups , founders, and investors.
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sector, renewable energy, and technology. Given the high youth unemployment rate
(36.1%)the government is aiming to further promote entrepreneurship as one avenue

to alleviate this.

Zambian startups raised around $ 44 million in funding in 2022 and $32 million in

2023. 10 11 Although the ecosystem is still young with a small pool of investable
businesses, the number of startups is growing and funding, though at low levels,
remains relatively resilient given the global downturn in venture financing after interest
rates increases seen since 2022.While Zambia lacks structured funding from the public
sector, a growing number of startups have secured $1 million or moe highlighting green
shoots in the startup ecosystem. Notable amongst these startups are Lupiya and

6Wor l'd BankAs Doing of Business Report (2020). Available at:
https://openknowledge.worldbank.org/bitstream/handle/10986/32436/9781464814402.pdf (Accessed: June 19, 2024)

7 Data World Bank (2024). Available at: https://data.worldbank.org/indicator/SP.POP.TOTL?locations=ZM
8 Insights from field interview with ZBAN and NABII

9 Insights from field interview with Prospero and Premier Credit

10 NABII Report (2022) https://www.nabii.org.zm/ _ (Accessed: July 24, 2024).
11

Briter Intelligence. Briter Intelligence Platform (briterbridges.com)  (accessed June 2024)
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AgriTech Good Nature Agrol%13 A number of startups who struggle to raise commercial

funds through various venture rounds often resort to grants provided by the DFIs and
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In an interview with founders of Bosso and Afridelivery, the two startups confirmed their

quick response to news calling for applications with grant funding.

Zambia has been pushing for tech -friendly regulation such as a regulatory san dbox

and the Technology Sector Working Group. f gt hpg™ z _ki |yp{pkz gt
Commission and central bank introduced a regulatory sandbox in April 2021,enabling

nascent products, services, and financial technologies to be tested domestically:* The

Zambia Technology Sector Working Group also collaborates with government
departments to create a supportive environment for fintech and technology
entrepreneurs.1®

The report is divided into six core parts.

Part 1: Ecosystem Overview

Part 2: Market Snapshot Detailing market potential and growth opportunities,
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ecosystem.

Part 3: The Startup and Investment Climate: A thorough description of
fgthpg  z z{gy{|w sguj zigwk_ pui s|jpun rkij
g tgwwpun vI fgthpg” z kivzjz{kt wsgijkyz,_
0 Part 4: Gaps and opportunities: Providing key insights into the developments

in the entrepreneurship ecosystem in Zambia through a SWOT analysis.

Part 5: Key findings and recommendations: highlighting the findings from the

study and recommendations for the way forward.

Part 6: Meetthe Toshikas:z okj z spno{ vu azZP\™ z pup{pg{
investors with startups in Africa and provide recommendations on improving the
ecosystem of the selected countries through this ecosystem mapping research.
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12Lupiya. Available at: https://www.lupiya.com/  (Accessed: June 30, 2024)

13GoodNature Agro. Available at: https://goodnatureagro.com/ _ (Accessed: June 30, 2024)

14ZambiaAs Securities and Exchange Commission (2022). Available at

https://www.fdiintelligence.com/content/feature/zambias -bid -to -become -africas -next -tech -hub -80855 (Accessed: June 30,

2024)
15

Zambia Technology Sector Working Group (2022). Available at:
https://www.fdiintelligence.com/content/feature/zambias -bid -to -become -africas -next -tech -hub -80855 (Accessed: June 30,
2024)
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Part 2. Market Snapshot

The following section provides a very high-level overview of the Zambian market,

which seeks to give investors market context. Figure 6 is an assessment of the

Zambian Market Climate in comparison to South Africa and Angola which were also

gykgz vl lvi|z Ivy {ok azZzP\"z Ykk{ { ok “vzop

17



Market indicators of Zambia, South Africa and Angola
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Figure 7: Market Indicators of Zambia vs Angola and South Africa
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2.1 Market Size and Growth
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by 2035, the population is poised to expand to nearly 27 million. Zambian consumers

may speak several languages, although English is the lingua franca, with over 70

languages spoken, however most people also speak Bemba, Nyanja, ®nga, Lozi, or
Kaonde.l”GDP per capita sits at $3200 (2021), while household disposable income per

capita was expected to be $630 in 2024.18

According to the World Bank, Zambia has experienced an average annual economic
growth of 5.5% over the last 10 years. 1° The significant growth experienced was
primarily fuelled by substantial public investment in infrastructure, construction,
communications, transport, and agricultural diversification. While the public sector has
spearheaded the rapid economic expansion in Zambia in recent years, the private
sector, predominantly informal, has taken a backseat. Despite this economic growth,
there hasn't been a proportional improvement in the living standards and employment
opportunities for the Zambian populace. Numerous chdlenges persist, including
enduring poverty, inequality, limited job creation, and widespread youth unemployment.

The services sector is the major contributor to GDP at 58% while copper remains
fgthpg™ z £MNAwof 2022nwAambja was the 104" largest economy by GDP, 88"
by export, and 11% by import.21 Zambia had an average growth rate of only 3.7% in the
ten years leading up to 202122 During this period, there was a downward trend in
growth, and the country experienced high volatility, particularly in its primary sectors,
which are mining and agriculture.

Zambia presents abundant growth opportunities across various sectors. It boasts a
favourable time zone of GMT +2 which could support a strong global business services
sector. In agriculture, the country's favourable climate and water resources offer the
potential to become a major food producer for Africa, with opportunities for improved

practices and value addition.

Further elaboration on specific sectors is Section 3.4 of this report.

16(4 MFAs dataset on Za mbhttps:/Mvwavin#. drg/exterraldatamappdy/prefile/AMB: . (Accessed: May
24, 2024)

o Language data for Zambia: Available at : https://translatorswithoutborders.org/language -data-for -zambia. (Accessed:

July 24, 2024)
18

OECzZambi aAs economic and t rhtipd:/éecporld/énipiofie/courtry/zmb | a. fAtcesseal:tMay 26,
2024)
19Overvi ew of ZambiaAs economy according to World Bank report: Ava
https://www.worldbank.org/en/country/zambia/overview (Accessed: May 26, 2024)

20 African Development Bank. Zambia Economic Outlook. Available at:  https://www.afdb.org/en/countries _ -southern -
africa -republic -zambia/zambia -economic -outlook#:~:text=Copper%20contributes%20 disproportionately%20to%20

GDP,for%20about%2010.9%25%20 0f%20 GDP. (accessed: July 2024)

21 Zambia, Import, Export and Trade Partners (2022). Available at:  https://oec.world/en/profile/country/zmb . (Accessed:

May 26, 2024)

22(4 MFAs dataset on Zambi a, G D tpsg/wvomwintf.org/exterfaddtamappér/prafileZ/MBb | e a't :
(Accessed: May 24, 2024)
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2.2 Competitive Landscape

In 2020, Zambia ranked 85th out of 190 economies for Ease of Doing Business.

Zambia has ranked well on Getting Credit, Paying Taxes, and dealing with Construction
Permits (Figure 7). Zambia's competition regulatory framework is governed by the
Competition and Consumer Protection Commission (CCPC), established under the

Competition and Consumer Protection Act of 201023
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Figure 8: 2020 Ranking of Doing Business Indicators for Zambia
Source: World Bank Doing Business Report, 20264

Monopolies or strongly concentrated markets are common in Zambia, as in many
developing contexts. Monopolies in Zambia can impact startups by creating barriers to
entry and limiting competition. Dominant companies often control key resources,
distribution channels, and market access, making it challenging for new entrants to
compete effectively. This control can lead to higher prices for essential inputs and
limited availability of critical services, thereby increasing operational costs for startups.
Additionally, monopolistic practices, such as predatory pricing and exclusive contracts,
can stifle innovation and discourage investment in new ventures.

Several sectors feature monopolies. The Zambia Electricity Supply Corporation
(ZESCO) holds a neamonopoly in the electricity sector, controlling generation,
transmission, and distribution of power?2> Efforts to liberalise the sector have faced
challenges, but private sector participation is gradually increasing supported by
government efforts. The telecommunications sector has a few dominant players, with
MTN Zambia, Airtel Zambia, Vizocom,Paratus Zambia, Liquid Telecom Zambia,and
Zamtel leading the market. The mining sector, crucial to Zambia's economy, is
dominated by a few large multinational companies. Certain segments of the agricultural

23 Competition and Consumer Protection Commission (CCPC). Available at:  https://www.ccpc.ie/ _ (Accessed: May 26, 2024)

24World Bank Doing of Business Report. Available at:
https://www.doingbusiness.org/content/dam/doingBusiness/country/z/zambia/ZMB.pdf
25

Zambia Electricity Supply Corporation (ZESCO). Available at: https://www.zesco.co.zm/  (Accessed: May 24, 2024)
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sector, such as fertiliser distribution, have historically been dominated by a few large
firms.

2.3 Regulatory Environment

Zambia's regulatory environment for startups is characterised by a combination of
supportive policies and significant challenges. The government has implemented
measures to encourage entrepreneurship, such as the Zambia Development Agency
(ZDA) offering tax incentives and support for small and medium enterprises (SMEs),
Zambia Credit Guarantee Scheme, CEEC, Online Business registration services and
agencies that support startups are notably missing such as the National Technology
Business Centre (NTBQ, and National Institute for Scientific and Industrial Research
(NISIR). Zambia's 2020STI Policy aims to use science, technology, and innovation to
boost the country's development by 2030, with support programs and institutions in
place to analyse and improve the STl environment®. The UNCTAD review supports this
by helping design effective policies, enhancing industry competitiveness, and targeting
sustainable development goals, making it vital for the African startup ecosysten?’
Additionally, initiatives like the Startup Act are in progress to streamline processes and
reduce bureaucratic hurdles.
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Fund works by inviting startups and SMEs to submit detailed proposals outlining their

innovative tech-driven products. These proposals are evaluated based on their

innovation, feasibility, and potential impact. Slected businesses are awarded funding

along with technical support and mentorship. Similarly, the NISIR Innovation Challenge

invites researchers and entrepreneurs to submit project proposals that detail their

scientific and industrial innovations. These poposals are assessed on their scientific

merit, innovation potential, and applicability. Successful applicants receive funding,

access to research facilities, and technical support to help bring their innovations to

fruition.

Zambia is a member of Common Market for Eastern and Southern Africa (COMESA)
which is headquartered in Lusaka, which harmonises tariffs and customs for its 21
member states.2° Zambia is also a member of the Southern African Development
Community (SADC), and Zambia ratified the African Continental Free Trade Area
(AfCFTA) with 16 member states.

Zambia attracts the second -highest foreign investment in Southern Africa , largely
due to its absence of exchange controls, capital gains tax, and restrictions on profit

26 Zambia National Science, Technology, and Innovation (STI) Policy (2020).Available at:

https://unctad.org/publication/science _-technology -and-innovation -policy -review -zambia. (Accessed: July 25, 2024)
27Zambla Development Agency (ZDA)). Available at: https://www.zda.org.zm/ . (Accessed: May 24, 2024)

28Natlonal Unstitute for Scientific an btpsd/nigirorg.2mé i(ActessBdeMag24r ch As ( NUS

2024)

29 Common Market for Eastern and Southern Africa (COMESA). Available at:  https://www.zesco.co.zm/ _ (Accessed: May

24, 2024)
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repatriation for shareholders.?® Unlike many other African nations, Zambia permits
SAFE notes (Simple Agreement for Future Equity) for startups, particularly in the
financial sector, fostering an environment conducive to experimentation and learning.
Regulatory bodies such as the Securites and Exchange Commission and the Bank of
Zambia have established regulatory sandboxes, enabling the testing of new products
without the need for immediate regulatory licences. Moreover, the absence of
dominant financial players prevents unfair lobbyingpractices, ensuring a level playing
field.

2.4 Tech & Innovation

The Global Innovation Index (Gll), 6 years in a row, scored Zambia below comparable
lower middle -income nations and Sub -Saharan African peers for innovation. The GlI,
in simple terms, describes the innovation ecosystem of a country. It considers input
variables such as human capital and research, infrastructure, institutional quality, and
measures output such as knowledge, technology and creative outputs. Moregenerally,
GIl measures technological progress and adoption in various fields. Zambia's
consistently low ranking could indicate potential deficiencies in critical areas such as
research and development, education, infrastructure, or investment climate yet Zambia
performs very well on Institutions. This may suggest that Institutions could be a critical
sk} ky {v j k}ksvw v{oky kskt ku{ z v fgthpg
benchmarks Zambia against other country groupings for each of the seven pillars of the
Gll index. Similarly, Figure 9 shows how the ICT and mobile connectivity indicators are
progressing over time.

30 Zambia attracts the second -highest foreign investment. Available at:

https://www.worldbank.org/en/country/zambia/overview (Accessed: May 24, 2024)
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Figure 9: Performance of Zambia on Global Innovation Index
Source: World Intellectual Property Organization (WIPO} Global Innovation Index 20233t
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Source: World Bank World Development Indicators (WDI) for electricity acces$?> and GSMA 2023 mobile

connectivity index data for the remaining metrics .33

S1WIPO. Global Innovation Report 2023. available athttps://www.wipo.int/edocs/pubdocs/en/wipo -pub-2000 -2023/zm.pdf
32 World Bank. Electricity access (% of population). Available at:
https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS?locations=ZIO-ZA

33GSMA mobile connectivity 2023: Available at:https://www.mobileconnectivityindex.com/index.html#year=2022
zonelsocode=ZMB&analysisView=ZMB comparison=1&geographys=ZMB,AGO,ZAF&metricsindex=overall
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According to a report by the Zambia Information and Communication Technology
Authority (ZICTA), the demand for digital financial services in Zambia is growing
rapidly. 34 The report states that the number of registered mobile money subscribers in
Zambia increased from 4.4 million in 2015 to 9.8 million in 2020. The 2022 Zambian
National Payment Systems Annual Report discloses that mobile transactions continued
to grow in 2022 with the value and volume of transactions processed increasing by
74.6% and 89.6% respectively?®

Entrepreneurs can access sector-specific grants from non -profit ecosystem partners
like Prospero and AGS Zambia. Innovation challenges, incubation and accelerator
programmes provide technical business support in addition to funding through
innovation challenges supported by UNDP Accelerator Lab (National Innovation
Initiative, Mukuba UniPod)Innovations Lab and Standard Chartered Women in Tech
Accelerator.

The Zambia Information and Communications Technology Authority (ZICTA) serves

as the regulatory agency overseeing the ICT sector in Zambia. Operating under the
Ministry of Transport, Works, Supply, and Communications, ZICTA's authority is
established by three key pieces of legislation: the Postal Services Act No. 22 of 2009,
the Electronic Communications and Transactions Act No. 21, and thenformation and
Communications Technologies (ICT) Act No. 15 of 2009

Innovation through science and technology is improving and will require continuous
investment and operational efficiency . The importance of innovation as a catalyst for
industrial development and startup investment remains high on the government
agenda despite the struggling position of Zambia in the discipline. Over the past four
years, Zambia has seen a steady improvementn its global innovation ranking, moving
from 122nd in 2020 to 121stin 2021, and advancing to 118th in both 2022 and 2023 out
of 132 muntries. 3’ Gross domestic expenditure on R&D (GERD) as a percentage of GDP
has remained at 0.28% since 2020 with about 50 researchers per million inhabitants38
This nascent national system of innovation (NSI) necessitates strengthened policy
actions to leverage science, technology, and innovation for economic and social
transformation. There are pockets of excellence, for example, the Bank of Zambia has
introduced regulatory sandboxes to provide a controlled environment where fintech
startups can test innovative financial products and services with real consumers under
regulatory supervision

Key sectors such as mining and agriculture have, according to Global
Entrepreneurship Monitor, utilise a fair level of technological integration . High levels
of commitment are shown by young entrepreneurs in the sector towards improving
technology use.3?

34 Zambia Information and Communication Technology Authority (ZICTA). Available ahttps://www.zicta.zm/ (Accessed: May 24,
2024)

352022 Zambian National Payment Systems Annual ReportAvailable at:
https://www.boz.zm/2022NationalPaymentsSystemsAnnualReport_FINAL.pfl (Accessed: May 24, 2024)

36 Information and Communications Technologies (ICT) (2009). Available ahttps://www.parliament.gov.zm/(Accessed: May 24,
2024)

$’Global Innovation Ranking of Zambia (2023). Available athttps://www.wipo.int/edocs/pubdocs/en/wipo -pub-2000 -2023/zm.pdf
(Accessed: May 24, 2024)

38 Gross Domestic Expenditure on R&D (GERD) (2023). Available dittps://www.statista.com/statistics/1345229/gerd-as-gdp-
share-in-zambia/ (Accessed: May 24, 2024)

3 Global Entrepreneurship Monitor. Available athttps://www.gemconsortium.org/ (Accessed: May 24, 2024)
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Zambia is landlocked, and this is a significant challenge for distribution,

infrastructure and logistics as landlocked countries see an increased cost of over

50% for transport and a penalty of nearly 30% for trade. 4% AgriTech-and-agriculture is

a key opportunity sector in Zambia as identified in interviews with stakeholders and so
jpz{yph|] {pvu ioguuksz gyk g rkij ivuzpjkyg{pyv
mapping similarly to Columba and Vietnam, outperfoming Brazil (3.0), Ghana (3.0) and
Bangladesh (3.2

Xvnpz{pi Os| z{ky "z gzzkzztku{ vl fgthpg” ™ z sv
has access to major ports in South Africa, as well as Beira and Nacala in Mozambique,
Dar es Salaam in Tanzania, and Walvis Bay in Namibia, via road and rail networks. 42
Additionally, there are plans to connect the country to the port of Lobito in Angola
through the construction of the Northwest Railway line, which will be implemented as a
public-private partnership (PPP). Additionally, four international airports (Kennét
Kaunda, Mfuwe, Harry Mwaanga Nkumbula, and Simon Mwansa Kapwepwe) operated
by Zambia Airport Corporation Limited(ZACL) are operational, with a network of smaller
national level airports throughout the country.*® Kenneth Kaunda International Airport
is currently the most equipped to handle air cargo. Plans to equip air cargo for Simon
Mwansa Kapwepwe and Harry Mwaanga Nkumbula International Airports are underway.

Infrastructure deficiencies hinder the initiation of private investment. The
government has taken bold steps to bolster infrastructure development across
energy, transport, and communication . In conformity with the Logistics Performance
Index (2023) which checks the quality and competence of logistics services, quality of
trade and transport-related infrastructure, the efficiency of customs clearance, ability to
track and trace consignment, ease of arranging competitively priced consignment,
among others, Zambia scored 2.53 which is below the global average of 344

On energy, there seems to be some significant gap between demand and supply.
Nearly 53% of the population are without access to electricity and around 16.3% of
households are unable to afford the cost. The energy intensity of the economy
decreased by 39% between 2000 and 2021 as the International Energy Agency
reports.*®> Currently, 64% of energy use is for residential purposes with electricity prices
ranked as the 4F cheapest in the world. The nation has made significant strides in
electrification rates, particularly through extensive deployment of minigrid and off-grid
solutions in rural regions given that frequent load-shedding occurs due to heavy
dependence on hydroelectricity and tariffs that have been below cost recovery for too
long, hindering adequate investment in new capacity and diversification from

40Zambia is landlocked (2007). Available athttps://www.un.org/ohrlls/sites/www.un.org.ohrlls/files/lldcs_publications/wb_cost-of-
being-landlocked.pdf (Accessed: May 24, 2024)

“4f gt hpg” z ~vgj 11gsp{i Uu jhtips/ weridpopulationreignecdm/counti Jragkingsgoadsakialitg-ty-

country (Accessed: June 24, 2024)

2Xvnpz{pi Os| z{ky" "z gzzkzztku{ vI f gt hhttgs?/dicalegelusterofg/@-izamtpau | ygz {y | i {| vyl
logistics-infrastructure (Accessed: June 24, 2024)

43 Zambia Airport Corporation Limited. Available at: https://www.zacl.co.zm/(Accessed: June 24, 2024)

4 Logistics Performance Index (2023). Available athttps://data.worldbank.org/indicator/ (Accessed: June 24, 2024)

4 |EA (2021Zambia - Countries & Regions IEA Available at:https://www.iea.org/countries/zambia (Accessed: 16 June 2024).
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hydroelectricity.4¢ Internet connectivity has improved over the years with an increase
in the number of individuals using the internet having risen from 3% in 2010 to 21% in
2021. On average, mobile internet in Zambia cost 8.01 U.S. dollars per gigabyte in
2023.47 This is among the most expensive in the world.

Macroeconomic challenges are significant to pose business and investment threats.
According to the 2023 a Z P\~ z gnkselectgd{issues on Zambia, over 60% of
Zambia's population lives below the international poverty threshold. This dire situation
denotes potentially low consumption resulting from less disposable income. Also,
according to the same report, gross debtto-GDP rose to 98.5% and unemployment rate
hovered around 6% in 2022. Coupling the debt levels and unemployment, the
government's access to international capital markets was limited, forcing reliance on
domestic borrowing, which crowds out private sector access to capital and hampers
growth. Between 2011 and 2018, the Kwacha depreciated by a cumulative 53%, and
subsequently it became one of the worst-performing currencies in Africa, losing liquidity
and making trade and investment tenuous.® In 2023, Zambia recorded 41.8%
depreciation of the Kwacha. The volatile performance of the Kwacha affects cash
transfer and business transactions?®®

Internally, Zambia is a partly -free and partly -politically stable economy which has

practised democracy for over 50 years. However, government effectiveness, rule of

law and regulatory quality which are pertinent to back business progress and ensure a

zgl k pu}lkz{tku{ ku}pyvut ku({ pz yksg{p} ksi S
governance indicators.®® The degree to which these risks affect startup progress is

arguably most important - improving the situation must be prioritised. Similarly,while

there may be occasional political unrest, it is not expected to result in significant

business disruptions. Geopolitically, Zambia finds itself surrounded by a few countries

that have recorded significant incidents of conflict - DRC, Sudan, and Rwand and

Ethiopia.

\'yvkzku{sij._ {ok iv|u{yi ~gz nygjkj " jklg]s{~
restructure debts in order to continue a $1.3billion IMF bailout. 5! This situation wipes

off investor confidence and puts more pressure on the government to take drastic
measures which affect the business and entrepreneurial community as well.

46 Energy Access Diagnostic Report 2019. Available at:
https://documentsl.worldbank.org/curated/en/477041572269756712/pdf/ZambieBeyond-Connections-Energy-Access-
Diagnostic-Report-Based-on-the-Multi-Tier-Framework.pdf (Accessed: June 16, 2024)

47 Galal, S. (2024)Zambia: Price for 1GB Mobile Data 2023 Statista. Available at:
https://www.statista.com/statistics/1272752/pricefor-mobile-data-in-zambia/ (Accessed: 16 June 2024)

48 Dynamic behaviour and drivers of the KwachaUS dollar (2021) Available at:
https://www.boz.zm/DynamicBehaviourandDriversoftheKwachaUSDollarExchangeRateDuringDrought_040123.pdf(Accessed:
16 June 2024).

4 World Bank. Macroeconomic Development in Zambia. Available at:
https://www.worldbank.org/en/country/zambia/overview#1https://www.worldbank.org/en/country/zambia/overview# (July 24,
2024)

0cvysj Ngur~ z nv} kyugui Mpspwwwpvorlgbank.grg/en/piMiicaignsvarlbvede -gayernance-indicators
(Accessed: 16 June 2024)

511nvesting in Zambia: Opportunities, Growth, and Sustainable Development (2024vailable at: https://zambiaisback.com/blog-1-
1/category/Economy (Accessed: 25 July 2024).
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https://www.boz.zm/DynamicBehaviourandDriversoftheKwacha-USDollarExchangeRateDuringDrought_040123.pdf
https://www.worldbank.org/en/country/zambia/overview#1https://www.worldbank.org/en/country/zambia/overview
https://www.statista.com/statistics/1272752/price-for-mobile-data-in-zambia/
https://www.worldbank.org/en/publication/worldwide-governance-indicators
https://www.statista.com/statistics/1272752/price-for-mobile-data-in-zambia/
https://www.statista.com/statistics/1272752/price-for-mobile-data-in-zambia/
https://www.statista.com/statistics/1272752/price-for-mobile-data-in-zambia/

The Zambian government's proposed approach to curb dollarization, which the Bank

of Zambia identifies as one of the key factors behind the depreciating value of the

Kwacha, was announced in June 2024 and is considered a necessary measure. The

Bank of Zambia revealed that individuals caught using foreign currency for local
transactions could face up to ten years in prison or substantial fines? Reports that upon

the announcenent of this plan, the Kwacha became the most appreciated currency in

the week. However, businesses have raised concerns describing the approach as
"wlup{p}tk guj " z{plspun _ R|y{okyautiofed k Uu{ |
{ og{ fgthpg” z WY VWV ZK,j WS g u i V| s] wy v} ok
i v | u{ ky wS$¥qr the idvesting community, especially international investors,

this strategy will do more harm than good.

Part 3: The Startup and Investment
Landscape

"opz zki{pvu jk{gpsz fgthpg z z{gy{|w kivzjz{kt
sectors and major startups, of funding trends and the venture capital (VC) landscape, as well

as support mechanisms like accelerators, incubators, hubs, government i nitiatives and R&D

and University programs. This also includes insights from the Meet the Toshikas initiative and

{ok azP\"z Mlypig Xpvu  z Pku Uup{pg{p} k.

3.1 Investment landscape

Zambia is an emerging Tier 3 startup ecosystem that is presently developing the

basic foundations, infrastructure, and connections for its startups. Zambia is the
second most popular location for startup funding in Southern Africa and it is the 13th
most popular location in Africa overall. Briter Bridges' data indicates that between
January 2015 and May 2022, entrepreneurs raised $76 million at varios stages of the
funding lifecycle. The industries that reaped the greatest benefits from investment
throughout the time frame were fintech, cleantech, and Agritech. The country is working
on creating a legal framework to support startups and the government has been
consulting with stakeholders to draft a startup bill. Available data on deals and
investment show a small but growing market. In 2021, only three companies received
a total of US$3m in funding, which is a negligible amount compared to the US$2b raised

52 Zambia drafted penalties to curb dollarization. Available at https://finance.yahoo.com/news/zambigkwacha-jumps-amid-
moves-161948545.html (Accessed July 1, 2024)

53 Bloomberg. Zambia Dedollarization Plan. Available at : https://www.bloomberg.com/news/articles/202407-19/imtsays-zambia-
s-dedollarization-plan-may-be-counterproductive ?embedded-checkout=true (Accessed: July 24, 2024)
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in Africa in the same year. Also, VC funding in 2022 increased to US$30m but it is still

far behind the more established second-tier markets like Tunisia, Ghana and Rwanda.
54

Zambia's laws do not restrict foreign investors in most economic sectors, though
certain industries such as arms, coins, hazardous substances, and security
documents require specific approvals. The Zambia Development Agency (ZDA) is
responsible for attracting FDI. Reforms like the Private Sector Development Reform
Program (PSDRP), Ministry of Commerce, Trade and Industry (MCTI), and the Millennium
Challenge Account (MCA) aim to enhance the busiess environment and
governance.>5:56.57

Since 2015, global FDI net inflow as a percentage of GDP has declined from 3.6% to
1.7% in 2021.This trend is mirrored in SubSaharan Africa (SSA), where FDI dropped
from 2.6% to 1.7%. Zambia experienced a more significant decline, with FDI falling from
7.4% to 1.8%, equating to a decrease from $1.5 billion t$65 million. In 2023, UNCTAD
reports showed that FDI inflow rebounded, reaching $108 million®

FDI Inflow ($ Million)
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Source: UNCTAD World InvestmentStatistics (see footnote 58)

54 Africa Tech Venture Capital Report (2022). Available at: https://partechpartners.com/africa _-reports/2022 -africa-tech-

venture -capital -report . (Accessed: 16 June 2024)
55

Private Sector Development Reform Program (PSDRP). Available at:
https://www.theigc.org/sites/default/files/2014/08/Kayula -Siame-Zambia-GW2012.pdf (Accessed: 16 June 2024)
56

57Ministry of Commerce, Trade and Industry (MCTI). Available at:  https://www.mcti.gov.zm/ _ (Accessed: 26 July 2024)

Millennium Challenge Account (MCA). Available at: https://www.cgdev.org/page/about -mca (Accessed: 16 June 2024)

58 \World Investment Report Zambia Factsheet. Available athttps://unctad.org/system/files/non-official-
document/wir_fs_zm_en.pdf
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From 2018 to 2022, FDI inflow by sector in Zambia was highest in energy (39%),
followed by manufacturing (30%), and mining (16%). Transport and agriculture
attracted 8% and 7%, respectively. This indicates a strong focus on energy and
manufacturing, which together account for 69% of the total FDI, while investment in
mining, transport, and agriculture underscores a diversified appro&h aimed at
infrastructure, industrial growth, and resource extraction. Figure 11 illustrates FDI inflow
by sector since 2018.

FDI Inflow by Sector (2018-2022)

Figure 12 FDI inflow by sector
Source: Zambia Impact Investment Climate Survey 2022°

The Lusaka Stock Exchange was established in 1993, with the goal to develop the
financial and capital markets, supporting private sector initiatives. ~Many state-owned
companies were privatised to boost economic growth and economic development.
However, low liquidity is one remarkable characteristic of the LUSES® Several
distortions observed in both the demand and supply of stocks help to explain the low
liquidity in this exchange. The small number of listed companies and the small number
of public stocks available are the main reasons for the low supply of stockstraded in
the LUSE. Although there were 25 listed companies on LUSE on 14th April 2022, with a
total market capitalisation of ZMW 71.69 billion (US$4.1bn). As of 2023, LUSE remains
one of the smallest stock exchanges in Africa with most of these shares owed by
foreign multinationals.

59 Zambia Impact Investment Climate Survey. Available at:
https://www.nabii.org.zm/downloads/reports/climate_survey_rpt_2021.pdf

60 Lusaka Stock Exchange (LUSE)Available at: https://www.luse.co.zm/  (Accessed: 16 June 2024)
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Melanie Mchinzi, National Coordinator of ZBAN, noted that : "The funding landscape,

especially from the local perspective, is challenging. Often, we see founders go through

vigorous acceleration or are prepared by accelerators for something, and they come

out with no one to fund their polished ideas. ZBAN spotted that problem, and we were

born. We have investors from a wide range of industries, and we operate sector

agnostic funding. We have positioned ourselves as a pipeline connecting startups,
accelerators, investors, and corporate investors across the ecosystem. Our selection
and application process is simple but detailed enough to gather information about the

viability of businesses that we support. What we have observed generally is that
startups are hungry to succeed and are busily looking for funds. However, based on
our programs and analysis so far, we have seen that there is a significant funding gap,
and more investors, both locally and internationally, are needed. | think that when
Zambia finalises the Startup Bill, we will see even more development of the

ecosystem.'s!

61 Interview with DFP on April 14, Zambia
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Figure 13 Flow of funds- Zambia vs selected countries
Source: Briter Bridges Database®?

The majority of funding is at the very early stage or at the Series A stage. Although
the biggest volume of funding comes from select growth-stage investment, one third of
the publicly announced deal stages are at Series A or below (Figure 14).

Angel Round

Incubator ar
Accelerator

Seed

k]
=
= Series A
W
™
[k}
] Series B

Acquisition

Unspecified

0 10 20 30

Mo of deals

Figure 14 Flow of funds by deal stages.
Source: Briter Bridges Database (see footnote 62)

Looking at the ticket size of investments, more than three quarters of the deals to
Zambian startups have been for less than $500k or between $1m and $10m. There are
very limited deals between $500 and $1m. Figure 15 shows deals by size.

62 Briter Bridges. Briter Intelligence - Data on funding. Available at:
https://briterbridges.com/briterintelligence
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Figure 15 Breakdown of deals by ticket size.
Source: Briter Bridges Database (see footnote 62)

Equity dominates as the funding instrument, followed by grants and debt (Figure
16). While equity is utilised across the funding stages and ticket sizes, grants are
limited to the very early stage and stem from government, corporate, and
entrepreneur support initiatives. Debt is mostly used at the growth stage for scaling
up solutions. The majority of debt to date has been for agritech and cleantech or
climate tech solutions from DFIs.

Mon-Equity o Acquisition
1.9% 37%
Grant T Award or Prize
14.8% 3.7%
Crowdfunding

1.9%

Debt
9.3%

Figure 16 Breakdown of deals by instrument
Source: Briter Bridges Database (see footnote 62)

32



Local sources for early-stage startup funding in Zambia are emerging. Recently,
Zambia launched a local Angel Network to support earlystage startups, attracting
interest from international venture capitalists, particularly in cleantech and fintech
sectors. Additionally, various accelerators seek funding to address financingbarriers
for early-stage startups, a crucial initiative in a country where debt financing interest
rates can exceed 25% annuallyé® Non-equity grants from the government, corporations,
non-profit organisations, foundations, and development institutions also play a
significant role in supporting the development of innovative ideas into minimum viable
products (MVPs). These emerging edsy-stage investors contribute to building a pipeline
for later stage private equity firms.

The majority of funding goes to startups registered in Zambia. This is in contrast to
many other countries in Africa, as incorporating in select financial centres, such as
Mauritius or the United Kingdom, has become a common practice for attracting
international funding. Yet, most of the funding to Zambian startups canes from
international sources. There are more than 50 investors that have invested in startups
in Zambia, but few are based in Zambia. Also, more than 85% of funding has gone to
startups registered in Zambia (compared to less than 50% for the entire continent).

There is a lack of late-stage funding undermining the growth of the ecosystem.
Although there are a handful of companies that have reached growth stage, the
majority of deals are at the early stage with more than 50% of deals under $1m. There
have only been 3 deals over $10m, and only 2 acquisitions.

3.2. Meet the Toshikas Initiative

"ok _ Ykk{ {ok “vzoprgz._ pup{pg{ptk vy ~ Ykk-
Japanese investors with African startups from Zambia, South Africa, and Angola,

collecting data from 256 applicants to gain insights into the Zambian startup

ecosystem. The program used a multistage selection process, including online
applications, virtual and inperson interviews, and business site visits, to identify high

potential startups. This approach ensured a thorough evaluation of pitch quality,

business viabiity, team dynamics, innovation, and longterm sustainability. The initiative

culminated in selecting the top startups for potential investment, providing $20,000

nygu{z {v {ok {~v tvz{ wyvtpzpun vukz,_ Uu ¢
Initiative”, funded by Japari's Ministry of Economy, Trade, and IndustryMET]I) aimed to

unlock the potential of young entrepreneurs in Africa by bridging the financing gap and

enhancing resource access for startups® The project sought to delve deeply into the

i viu{yi~ z z{gy{|lw kivzjz{ktz_ pj ku{pl jpun
hindering their growth and investment.

63 Zambia Debt Finance. Available at: https://www.worldbank.org/en/country/zambia/overview (Accessed: 16 June 2024)
64

Launched in March 2023 with catalytic funding from Japan's Ministry of Economy, Trade, and Industry, the project
focuses on mobilising finance, improving competitiveness, and advancing the Pan  -African startup ecosystem. Key
interventions include ecosystem mapping in target countries (Angola, South Africa, Zambia), the establishment of a
Startup Challenge Fund, and organising a pitching event akin to "Shark Tank" to connect African startups with Japanese
investors. The initiative's objectives are to identify ~ ecosystem opportunities and gaps through comprehensive research,
provide tailored investment readiness support to selected startups, and facilitate actual investment deals through a high
profile pitching event. This approach aims to stimulate investment i n African startups, leveraging both public and private
sector support to create a sustainable and scalable entrepreneurial environment across the continent
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Countries Applications Training

3 countries 256 startups applied 30 Startups

are target areas for the programme for the program participated the Boot Camp for 3 weeks

6 Startups
will participate the IRSP for 2 months

Field trips Ecosystem Events Grant prize

3 weeks in 3 countries 2 1 0 participants $ 1 2, 000 total

is a total duration of the field trip attended the ecosystem event will be provided to startups
($2,000 per each startup X 6 startups)

The project was structured around three core activities. Initially, opportunities and
challenges within ecosystems were identified through ecosystem mapping, which
included a one-week in-country field trip. This trip was accompanied by three
Japanese venture capital firms and involved meetings with the most promising startups
and other key stakeholders. Following this, based on the insights gathered from the
ecosystem mapping, UNDP connected two startups fromthe country and provided
them with a three-month investment readiness training. This training was tailored to
enhance their chances of securing funding offers from the Japanese venture capitals
they had met during the field visit. Finally, actual investment deals were facilitated by
organizing a visit to Japan, where the startups pitched in front of these investors and
other key institutions. Throughout the process, UNDP maintained close contact with
local communities, leveraging its deep understanding of the unique challenges faced
by each country and startup to tailor the program accordingly. The program contractors
included Double Feather Partners (DFP), familiar with the Japanese market, and local
accelerators and investors such as Acelera Angola (Angola), Grindstones (South Africa),
and BongoHive (Zambia).
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In the Investment Readiness Support Program (IRSP), 30 companies were selected
from a total of 256 applications across three countries to participate in a three -
week boot camp following a rigorous application screening and due diligence
process. A distinctive aspect of this project was the involvement of Japanese
investors, who patrticipated as partners throughout the entire selection process,
including document review and a three-week site visit. This collaboration ensured that
Japanese investor perspectives were integrated into the startup selection process,
enhancing business matching opportunities. Japanese venture capital firms active in
African investments, including Verrod-Kepple Africa Partners, Samurai Incubate Africa,
and TSI Japan, participated inthis project. After completing the selection process,
UNDP identified the top six finalists and provided them with the following support: a
three-month Investment Readiness Support Program (IRSP), a ongeek investor
roadshow in Tokyo, Japan, an exclusivepitching event before Japanese investors; up
to $20,000 in catalytic grants per company (totalling $120,000) fromthe UNDP
Innovation Challenge; and local ecosystem business matching.

Top 6 startups finalists selected by Meet the Toshikas

N
"
Healthcare :
ZOIE HEALTH
e-commerce
Logistics

Figure 17 Top 6 startups of the Meet the Toshikas Programme
Source: UNDP*

Mz Vv|{spukj hi {ok hksv~ nygwopi_ kdsguerdrpg”™ z ¢
predominantly in the sectors of agriculture, e -commerce, fintech, renewable energy,
logistics and mobility.

65 UNDP press release.https://www.undp.org/africa/press-release-undp-meet-toshikas-top-6-annoucement
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“MEET THE TOSHIKAS” STARTUP SURVEY ANALYSIS
This survey highlights results from 256 startups that applied to the UNDP's "Meet the Toshikas"

programme in South Africa, Zambia and Angola. Among these, we focused on 116 startups from Zambia.

1.Founder Analysis

Age of Founder

W o-18 11930 [ 31-35
W60 4150 5160

51-60
41-50 3.5%
12.4%

19-30
42.5%
36-40
20.4%

31-35 N= 98
19.5%

The average age of
startups founders
is 32.6 years

42.5%
between 19-30

20.4%
between 36-40

19.5%
between 31-35

Gender Distribution of Founders

I Male [ Female

|1 Non-Binary/Other

Non-Binary/Other
3.1%

Male
51%

Female
45.9%

N=98

The gender distribution
between men and
women founders is
almost equal

51%

Male Founders

45.9%

Female Founders

2. Financing Analysis

Scale of Funds Raised by Startup

I 0-50,000 [ 50,001-100,000
1 100.001-250,000
W 250,001-750,000

1 1000001-1500000
1000001-1500000
50,001-100,000 0.9%
7%

0-50,000 N= 116

85.2%

The majority of Zambian startups
received
funding between USD 0-50,000

85.2%
of Zambian startups recieved
funding between USD 0-50,000

7%
of Zambian startups recieved
funding
between USD 50,001-100000

36



2. Financing Analysis

Receipt of International Sources of Financing?

W yes [ No

No

82.9% N=116

The majority of Zambian
startups did not receive
international funding

82.9%

did not recieve
international financing

Types of External Funds Received by Startups

[ Grants [0 Debt [ Equity
. Convertible safe notes . Equity; grants
[ Equity; debt il Bootstrapping
I Schoolfees [ family & friends

family & friends
6.3%

Equity; debt
3.2%

Equity; grants
6.3%

Grants

Convertible safe notes 45.3%

5.3%

Equity
11.6%

Debt N= 116
15.8%

The majority of Zambian
startups received grants
followed by debt financing

45.3%
Majority of startups
recieved grants

15.8%

recieved debt
financed

11.6%

recieved equity
financing

Participation in incubation/Acceleration Programs

B yes [ No

The majority of Zambian
startups did not participate
in incubation/acceleration
programs

75.9%

Majority of startups did not
receive incubation/acceleration

24.1%

received
incubation/acceleration
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3. SDG’S Distribution Addressed by Product/Solutions

SDG Distribution for Zambia

14, Life below water

16. Peace, justice and strong institutions
6. Clean water and sanitation

15. Life on land

4. Quality Education

7. Affordable and clean energy

11. Sustainable cities and economies

17. Partnership for the goals

10. Reduced inequalities

5. Gender equality

12. Responsible consumption and production
2. Zero hunger

3. Good health and well-being

9. Industry, innovation and infrastructure
13. Climate action

1. No poverty

8. Decent work and economic growth

SDGs

N=116

0 10 20 30 40 50 60 70
Number of Responses

11.6% Majority of startups addressed the ‘Decent work and economic growth’ SDG
10.4%, of startups addressed the ‘No Poverty’ SDG

99% of startups addressed the ‘climate action’ SDG

8.6% of startups addressed the ‘Industry,Innovation & infrastracture SDG
7.8% of startups addressed the ‘Zero Hunger’ SDG

4. Constraints to scaling for startups in South Africa, Angola and Zambia
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The primary challenge for startups expanding across the three countries is the availability of technical

skills. This highlights the talent and skill levels accessible to startups, which could be attributed to either

a shortage of specialized expertise or the difficulty in competing with large corporations in terms of
compensation and employee benefits for skilled professionals.
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5. Sectoral Distribution of startups

~ Logistics  yeajthcare
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E-commerce
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6. Business stage distribution of startups

Scale
12.9% Revenue Stage

24.1% Startups are majorily in
the growth, revenue and
prototype stages of
business development

Idea stage
14.7%

Growth stage
Prototype stage 25%

23.3%
N=116

3.3 Startups

Startups are innovating in sectors that contribute to the Sustainable Development
Goals (SDGs).Zambia has an SDG index score of 54.44 out ofLl00 and ranks 147/166.
Goal 12 Responsible Consumption and Production and Goal 13 Climate Action have
already been reached, though the rest are mixed between moderately improving or
stagnating for the most part. Goal 1 No Poverty and 16 Peace, Justice and Strong
Institutions are decreasingf®. Most startup products in the market are inherently linked
to the SDGs due to the prevalence of market gaps and limited public service provision
across agriculture, health, education, and financial services. Zambian startups operating
in these sectors are actively contributing to reaching the goals, with most investments
in the market allocated to SDGrelated sectors and products.

The startup landscape is growing and funding is on the rise. Between 20152023, 28
startups with their main African office in Zambia raised $91M in funding across more
than 50 publicly disclosed deals. This is equivalent to less than 0.5% of total funding

66 Sustainable Development Report, Ranking$2024), Accessed at: https://dashboards.sdgindex.org/rankings
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volume to the continent and just 1% of the total number of deals to digital, green and
technology-driven startups. Although the relative share of funding remains small, the
funding landscape is growing in both volume and number of deals.

Chilufya Mutale, Cofounder & CEO of PremierCredit, said: "The funding landscape in
fgthpg ogz uv{ hkku }pzphsk hgzkj vu t| gug
market is seen as small compared to others like Nigeria, Egypt, and South Africa. Based

on the deals so far, | think more will be needed going forward. One of the reasons is

that most investors do not have the time to understand the potential of smaller markets

like Zambia.'®”

Following is the startup map in Zambia. These are representative companies in the
market.

67 Interview with DFP on April 11, Zambia
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Source: Drawn from CrunchBase, existing report, and consultation with key stakeholders
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Startup funding is concentrated in a few deals. The median ticket size of the deals
over the period is $1M, reflecting a larger number of growth stage tickets in terms of
the publicly announced deals. In 2023 alone, Zambian startups raised $30 in funding.
Yet, in years where there is a big jump in fundng volume, it is typically the result of one
or two growth stage deals. Figure B represents the trends in volume of funding and
number of deals from 2015 to 2023 in Zambia.

Just 10 companies in the last 10 years account for more than 95% of the total volume
driven by leading success stories such as Yalelo Zambia, Zoona, Lupiya, and Good
Nature Agro. 68697071
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Figure 19 Breakdown of volume of funding and deals by year
Source: Briter Bridges Database (see footnote 62)

Fintech and agritech startups attract the most funding, but cleantech is growing
(Figure 20). Fintech is the top-funded sector by both the number of deals and total
funding volume, reflecting broader trends seen across the rest of the continent and
pu}lkz{vyz™ zki{vygs wykl kykui kz_ Mwwy v
period 2015-2023. Innovators in this sector are addressing a significant market gap of
40% unbanked adults in Zambia’2 Agriculture follows at $32 million, with climate and
cleantech solutions catching up at $11 million, mirroring the development of these fast
growing industries in the country. This excludes energy intermediary aggregator Africa
SykkuOv™ z " %)in 2028.% Sipevtrader ysglpymg a role in building out the
renewable energy space in the private sector in Zambia. Agriculture and renewable
energy are also priority sectors in the real economy, and more typical noncommercial
funders such as governments, impactinvestors and DFls are playing leading roles in
financing the growth. These are industries where the impact and benefit of innovation
can be measured alongside the potential for commercial return.

68YaIeIo. Available at: https://yalelo.com/ (Accessed: 16 June 2024)
69.

Zoona. Available at: https://www.ilovezoona.com/ _ (Accessed: 16 June 2024)
70Lupiya. Available at: https://www.lupiya.com/ _ (Accessed: 16 June 2024)
71Good Nature Agro. Available at: https://goodnatureagro.com/ _ (Accessed: 16 June 2024)
72Mi nistry of F THEANATAGNAL STRATEQY,ON FINANCIAL EDUCATION FOR ZAMBR4972024}

73Africa GreenCo. Available at: https://africagreenco.com/ _ (Accessed: 16 June 2024)
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Figure 20: Breakdown of volume of funding and deals by sector
Source: Briter Bridges Database (see footnote 62)

Zambia is a leader in Africa when it comes to addressing the gender gap in
investment for startups. Startups with at least one female founder have raised more
than 50% of the total disclosed funding for startups in Zambia since 2015. These female
founders are supported by a strong network of support organisations ranging from
government initiatives and non-profits to industry-led incubators and accelerators. The
Women's Entrepreneurial Access Center and the COMESA Federation of Women in
Business (COMFWB),dr instance, are building programmes specifically designed to
support women and youth entrepreneurs in the country.’*

A number of startups have crossed the $10m mark in Zambia. Several startups have

crossed the $10m in Zambia including Good Nature Agro, Lupiya, and Yalelo. Notable
startups have been featured in the graphics below. The majority of this funding has
come from a mix of VCs, impact investors, and DFIs. These successtaries act as

important signals to the investment community about the opportunities that exist in the

country.

& Comesa Federation of Women in Business (COMFWB). Available at: https://www.comfwb.org/  (Accessed: 16 June 2024)
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3.4 Key Sectors

Agriculture, e -commerce and fintech emerged as the leading sectors (Figure 19).

Agriculture plays a pivotal role in Zambia, providing employment for a substantial

segment of the population. The region is characterised by ample arable land and a
favourable climate, creating attractive prospects for agribusiness ventures. The
expansion v | fgthpg z jpnp{gs Kkivuvt j_ gsvunzpj k
technologies such as blockchain and digital lending, continues to drive the rapid growth

of both fintech and e-commerce sectors in the region.

™ Green Co

Profile

A renewable energy company connecting VA
energy buyers and sellers to increase ) " | z‘
investment and facilitate regional electricity Ana Hajduka. Founder & CEO.

trading. Founded in 2020. X
g Funding
$15.5M (Crunchbase)

Africa GreenCo facilitates renewable energy
trading in sub-Saharan Africa, attracting Investors
private capital to accelerate the clean energy Danish Investment Fund, Infraco Africa, EDFI

transition. ElectriF|

1 | Mobility & Logistics

The mobility and logistics startup ecosystem is still at an early stage, though
innovative solutions are emerging. There are at least16 startups across these sectors.
In the mobility space, products include ride-sharing, ride-hailing, and electric vehicles
(EVs), with startups like transport solution Kwela Zambi#&. Initiatives such as the
Zambian Electric Mobility Innovation Alliance (ZEMIAJ® are aiming to increase
innovation and investment in the EV space, as well as promote more supportive policies
and regulations. Across logistics, products from lastmile delivery to supply chain
management are central pieces to the distribution end of the supply chains. AfriDelivery
and Lusaka Grocery Delivery, for example, deliver food, groceries, and other products
to consumers.

& Kwela Zambia. Available at: https://kwelaapp.com  (Accessed: 9 August 2024)

76Zambian Electric Mobility Innovation Alliance (ZEMIA). Available at: https://www.zemia.org (Accessed: 9 August 2024)
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2 | Cleantech and renewables

Cleantech and renewable energy startups are tackling energy gaps in Zambia. More
than 15 companies operate, offering solutions ranging from solar home systems to clean
cooking stoves to address rural and urban needs. Around onethird of total investments
to Zambian startups are in the cleantech and renewable space Solar energy companies
MySol’” and Yellow’® are providing off-grid solar systems and financing to produce
electricity across rural communities. The former raised $7.7 million in 2023 to reach
40,000 people in Zambia . Many of the climate adapting and mitigating solutions also
overlap with the agritech sector, as the focus on renewable energypowered production
and irrigation becomes more prevalent. Vitalite?0, for instance, provides solarpowered
water pumps and clean cooking solutions.

(S ™™ S S S N

3) | Agritech and agriculture

Agritechs are transforming the agricultural sector in Zambia. As one of the biggest
economic sectors in the country, with large arable land resources and high potential for
agriculture production across more than 40 million hectares®! There are ripe
opportunities for innovation. It is currently the second top-funded sector in the startup
ecosystem. Some of the fastestgrowing products are farm management software,
online marketplaces, and precision farming solutions, creating market litkkages for

7
78

My Sol. Available at: http://www.mysol.co.zm/ _ (Accessed: 9 August 2024)

Yellow Africa. Available at: https://www.yellow.africa/  (Accessed: 9 August 2024)

79 Zambian solar energy company MySol raises $7.7 million to electrify 40,000 people with solar energy (2023), Empower

Africa. Accessed at:

80 Vitalite Zambia. Available at: https://www.vitalitegroup.com/  (Accessed: 9 August 2024)
8

1Agriculture (2024), International Trade Administration. Accessed at: https://empowerafrica.com/zambian -solar-energy -
company -mysol -raises-7-7-million -to -elecrify -40000-people -with -solar -energy/https://www.trade.gov/country -
commercial -guides/zambia -agriculture#:~:text= Zambia%?20 cultivated%20 less%20than%2014,(MY)%202023%2F2024.
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farmers, contributing to climate-smart production, and strengthening local value chains.

There are more than 35 active players, including legume and seed social enterprise

Good Nature Agro, aquaculture business Yalelo Zambia, and data and market
information provider Netagrow Technologies. To drive greater cohesion and

collaboration in the ecosystem, large events, sich as the Agritech Expo Zambia, gather
entrepreneurs, farmers, and experts to connect and share innovations to address local
and global agriculture challenges®?

4 | E-commerce

Online marketplaces and digital retail are driving the e -commerce space.
Approximately 21 startups are operating in Zambia. Click & Connect Zambi&3, a
subsidiary of DotCom Zambi&*, powers online shopping and shipping for customers
across Zambia, and construction ecommerce platform Bossd® raised a $400,00 pre-
seed round in May 2024 to build out the online marketplace for materials. The growth
of the fintech space and online payments has been important for the rise of ecommerce
solutions. This ecosystem also cuts across areas like food andyrocery delivery, as well
as marketplaces for agriculture produce and inputs.

5| HealthTech

While the government is working toward improving universal healthcare for
Zambians, the private sector is arising to address capacity gaps in the system 86, More
than 14 startups offer solutions in the healthtech space, ranging from doctor booking

82 Agritech Expo Zambia(2024). Agritech Expo Zambia. Accessed at: https://agritech -expo.com/

83 Click & Connect Zambia. Available at: https://www.clickandconnectzambia.com/  (Accessed: 9 August 2024)

84 DotCom Zambia. Available at: http://www.dczambia.com/ (Accessed: 9 August 2024)

85 Bosso Zambia. Available at: https://www.thebosso.com/ (Accessed: 9 August 2024)

86Towar ds Universal Health Coverage: ZambiaAs Experience Developin
(2023), Center for Global Development. Accessed at: https://www.cgdev.org/publication/towards -universal -health -

coverage-zambias -experience -developing -roadmap -support -heath
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platforms, telemedicine digital health information repositories, mobile clinics, e

pharmacies, and more. Dawa Health is one of the leading solutions, providing access
to decentralised healthcare by leveraging Al to provide access to maternal, neonatal
and paediatric care.

6 | Fintech

Fintech and financial services is the fastest growing sector in Zambia with more than

16 active startups. It is also the top-funded sector in the country, capturing 51% of total
investment. Startups like Zoona, Lupiya, and PremerCredit are amongst the fast
growing products providing access to digital banking, credit, payments, and transfers
for individual consumers, merchants, and businesses. These solutions are addressing a
market gap in the more traditional financial services sector, where access to bankng
services has been limited for large segments of the population, particularly in rural areas.
Mobile money services from larger mobile operators, such as MTN Mobile, have also
been impactful in driving financial inclusion, and more and more consumers r¢y on
digital payments for their digital and contactless transactions.
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3.5 ldentification of Ecosystem Players and Startup Support

The Startup Infrastructure diagram below shows the organisations and programmes
that form the supporting infrastructure of the Zambian startup ecosystem. See
Appendix A for further details.
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Figure 21 Startup Supportand Ecosystem Stakeholders Map
Source: Based on desktop research and field survey
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Below, 32 ecosystem stakeholders have been mapped against the Incubation and
Acceleration functionality to determine the key gaps and opportunities in the
ecosystem.
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The most common ecosystem support is business training and coaching. Across 8
ecosystem participant types and 32 ecosystem players mapped, business training
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at 17 instances and mentoring at 15 are the most common services offered by
support organisations in Zambia's startup ecosystem. Funding (13) and investor
matching (12) were the next most common. Prototyping, Soft Skills, Business Support
(i.e. legal or consulting) and Trade Fairs were the least commonly provided services.
These specialised services are less common and are often povided by one or two
organisations highlighting potential gaps. The absence of soft skills training on
organisational websites and interviews suggests that this service could be expanded,
possibly under mentoring or training programs.

Chilufya Mutale, Co -founder & CEO of PremierCredit, said: "Acceleration programs

provide support other than funding, creating networking opportunities and making
startupsinvestorready " ki ku{ s _ ~k™ }k zkku tvyk giiksk
startups to funders. For example, PremierCredit secured USD 5000 from participating

in an acceleration program organised by UNCDF in 20218"

Y|tg Zn” gt hp._ P p y &k saifl: VAt Praspero,\we pravide fynding and
technical support to startups that focus on solving social and economic problems in
Zambia. Generally, | think funding in the ecosystem is a constraint. What we have done
at Prospero is help startups that meet our selection criteria with the available ticket size,
and for those who do not, we connect them with ZBAN. There are a few positives inte
ecosystem that must be noted - for example, it is now very easy to get businesses
registered. What we think must be improved, or what startups need to improve, is
scalability and finding a revenue model for what they are selling. There are a few
startups that we've seen also struggle with support services such as filing taxes and
complying with some legal requirements. For companies in our portfolio, we find
consultants to aid the process. Overall, | think there are many founders with brilliant
ideas. What is lacking is somebody to guide them to and through the market.
Unfortunately, | think Zambia is a bit limited in terms of the ecosystem support available
to startups. We will need more incubator support with funding, and this must come
through a lot stronger."8°
Other key trends identified are:

0 Co-working spaces are inherently provided by hubs and coworking centres but

were not explicitly marked by other players, which could indicate a need for
better connectivity and support in these spaces.

0 Universities are not actively engaged in the ecosystem and should strengthen
their linkages with other players.

0 The ecosystem would benefit from more angel networks as well as
crowdfunding, as currently, Zambia has only Zambia Business Angels Network
(ZBAN).

87

88 Interview with DFP on April 11, Zambia

Interview with DFP on April 11, Zambia.

89 Interview with DFP on April 11, Zambia
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0 Collaboration of players was identified as a key issue. Peter Chintu, Director of
NABIP? said: "Going forward, we need the collaboration of all ecosystem players
who run similar programs and have similar objectives aimed at helping startups
and SMEs grow and remain impactful. | think we have many organisations in this
landscape, but everyone s just doing their own thing."?

3.6 Investor Profiles

There are nearly 60 investors actively investing in publicly disclosed deals and
startups in Zambia. There is a combination of commercial and norcommercial
investors operating. Approximately 1/3 of the investor landscape consists of venture
capital players and corporates. Commercial funders of this nature offer primarily equity,
especially at the growth stages, whereas grants and debt are to a greater extent offered
by more semi-commercial and non-commercial players like governments,Development
financial institutions (DFIs) and impact investors.

Angel

Corporate Ve nture

Other & undefined Development

Investment

Private Equity Ifi_rm
4.8%

Corporate

Impact Investar

Venture Capital

Figure 22: Share of deals by funder type
Source: Briter Bridges Database (seefootnote 62)

Zambia has a diverse investor landscape. Most early-stage funding has come abroad,
with local firms, such as Inside Capital, Kukula Capital, 30Thirty Capital, and Two Nine
Group typically investing beyond the seed stage. Local fund managers including Zenga
Capital®2, Amano Capital®, and Monter Capital®* have opened offices in Zambia

90

91 Interview with DFP on April 11, Zambia.
92

Interview with DFP on April 11, Zambia. Available at: https://www.nabii.org.zm/

Zenga Capital: Available at : http://www.zengaventures.com / Accessed: 16 June 2024)

93 https://www.amanocapital.com/

94 https://montercapital.com/
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recently, and the Zambia Business Angels Network (ZBANp was founded in 2021 to
link early-stage creators and local investors looking to assist preseed and seed-stage
enterprises. °6-97 Peter Chintu, Director of NABII, said: "We are addressing collateral
challenges and bridging the information gap between potential fund providers (financial
institutions) and SMEs/startups who need the funds. This is to facilitate the fund flow
from banks to fund recipients. As a result, we are setting up the 'Credit Guarantee
Scheme' with seed capital of USD 150 million from the Central Bank?®

9

98inside Capital . Available at: https://insidecapital.net/  (Accessed: 16 June 2024)

97 Zambia Business Angels Network (ZBAN) . Available at: https://zban.org.zm/ _(Accessed: 16 June 2024)

5 https://zban.org.zm/

98 Interview with DFP on April 11, Zambia
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Kukula Seed Fund invests in early-stage growth
companies in north-east Zambia. It is a collective
investment scheme regulated by the SEC of Zambia
and denominated as ZMW. Their exit was More Beef.

Investments
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CAPITAL PARTNERSHIP LIMITED
Monter Capital Partnership focuses on alternative
assets across Sub Saharan Africa and seek to create
positive economic impact and long-term value
stakeholders including investors, the companies they
invest in and the communities in which they operate
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Investments

Zambia Business Angels Network Continuously
increase the pool of angel investors who support
and fund promising entrepreneurs in Zambia.
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A|C Amano Capital

Amano Capital is a regulated venture capital fund
offering a platform for both domestic and foreign
investors to invest in fast-growing disruptive start-ups
and scalable medium-scale companies in Zambia.

Sector Focus: ICT and Software
Venture Capital

Lusaka, Zambia

Investments

Zenga Ventures IS A growth equity firm prefers to invest
in growth-stage companies through buyouts. The firm
also specializes in venture capital investments.

Sector Focus: are, energy, financial
services, information technology, big
data, the internet of things, mobile,
SaaS

Investor Typ

Investments

\\f wCap

wCap Limited is a venture capital firm based in
Lusaka Zambia that backs female-led businesses in
Southern Africa. The firm aims to close a portion of
the fununding gap for female-led businesses in the
region

Sector Focus: Tech, agribusiness, renewable energy

and manufacturi

“Investor Type: Venture Capital

Headquarter: Lusaka, Zambia
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30Thirty Capital is Sub-Saharan Africa-focused and
invests in innovative and sustainable start-ups by
providing growth capital. They also support companies
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technical advice
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As the market matures, more specialised support is becoming available. Most
investors and ecosystem support players are active across different sectors. Ecosystem
support organisations such as BongoHive and Jacaranda Hub offer sectofagnostic and
early stage support for founders from any industry to receive training on the kusiness
fundamentals. Specialised support and funding is also increasingly available as a way
to provide more comprehensive support services, including technical and scientific
assistance in certain areas, or access to select networks or market linkages taeach
more relevant investors or customers. The AICCRA Zambia Accelerator, for instance, is
leveraging science and research to catalyse finance for agribusinesses. Similarly, Kulula
Capital has the Zambia Green Outcomes Fund, focusing on supporting SMEsi the
areas of renewable energy and electric mobility.

The majority of investors in Zambia startups are from outside of Zambia. Briter

Bridges data shows that at least 58 investors have invested in Zambian startups since
2015.99 Out of the 58, only a handful are registered with their main offices in Zambia.
The rest are international with the majority coming from outside of the continent. The
most active investors are from the United States and South Africa.

4

1 Il

Figure 23: Investors in Zambia by location® International vs Domestic
Source: Briter Bridges Database (see footnote 62)

The investment landscape in Zambia presents a diverse array of opportunities and

challenges for investors. This summary provides insights into key investment statistics,

including the preferred stages of investment, choice of investment instruments,

investment horizon, deal sizes, investor involvement, perceptions, exit strategies,

returns, challenges, and dedsion factors. Furthermore, it outlines existing opportunities

guj ngwz ~p{opu fgthpg ™z pu}tkz{tku{ kivzijz{k

99Founder ANs Guide to Fundr ai si nlttpsi/britetbradgeb.dora/found@e® 2 2guide-tcdv ai | abl e at :

fundraising -africa/zambia . Accessed: 16 June 2024)
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improvement and development.1®° Understanding these dynamics is crucial for both
SVvigs guj l vykpnu pul kz{vyz SVVrpun {v uc
effectively.

Most investors in Zambia prefer making investments in the growth stage, which is a
clear indication of a low -risk appetite and a preference for more stable business . On
the other hand, approximately 25% of investments are directed towards startup
businesses, indicating a willingness and interest in building up the local innovation
ecosystem through smaller tickets1°?However, this can create a funding gap between
the very early and growth stages,making it difficult for founders to secure the necessary
resources to scale their businesses.

Startupsandearly-z { gnk i vtwgupkz tgrk | w tvz{ pu}kz{t
pillar. Surveyed investors indicate a willingness and preference to target more early

stage solutions. This presents highrisk investors the opportunity to establish a fund

that provides support services for these companies1%2f gt hpg™ z pu} kz{t ku/{
balances stability and risk, with opportunities across different stages of business
development.

1OOZambia Investment and opportunities (2023). Available at: https:/prospero.co.zm/app/uploads/2023/03/ZIICS  -2022-

Report_Final-1.pdf. (Accessed: 18 June 2024).
101

Doing business in Zambia (2023). Available at: https://www.nabii.org.zm/downloads/reports/Zambian -Landscape-for -

Impact -Investing -Report_1.pdf . (Accessed: 18 June 2024).
102

Zambia Investment climate (2023). https://www.state.gov/reports/2023  -investment -climate -statements/zambia/
(Accessed: 18 June 2024).
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Figure 24: Number of Startups by investee stage

Impact investors and development finance institutions (DFIs) have increasingly
favoured a blend of equity and debt with a minority using mezzanine financing.
This however was not always the case, as equity financing was the most preferred
investment instrument193 Investors are increasingly less drawn to equityonly
investments, which suggests either a heightened perception of country risk or
limitations in equity exit strategies. This also suggests that alternativefinancing
instruments that adapt to local needs and contexts are needed.

103Impact Investment and finance institution in Zambia (2017).

https://publications.iadb.org/publications/english/document/Comparative -Study -of -Equity -Investing -in-Development -
Einance-Institutions.pdf (Accessed: 18 June 2024).
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Figure 25: Trends in investment instrument in impact investment - 2021 to 2022

Investors typically prefer a 5° 7-year investment horizon, which provides sufficient
time for returns to materialise. However, the waning interest in longer-term
investments indicates uncertainty related to macroeconomic and policy conditions
beyond this timeframe.104

Investment Horizon
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Figure 26: Trends in investment horizon in impact investment - 2021 to 222

104 Zambia Investment instrument (2023). Available at:  https://www.investopedia.com/terms/t/timehorizon.asp
(Accessed: 18 June 2024).
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Investors in Zambia are increasingly engaging in transactions under $1 million,

which may indicate their adjustment to deal flow availability. = However, the scarcity

of investment opportunities exceeding $5 million suggests limitations in the market.
Furthermore, the paucity of deals surpassing the US$10 million threshold highlights
fgthpg™ z i vuz{ygpuk]j i gwg i yil{sg invgstmentgcadital g i { g\
without risking adverse effects like inflation, asset bubbles, or unsustainable economic

growth.105

105Zambia climate readiness (2022). Available at: https://www.cbd.int/financial/climatechange/zambia _-climate -giz.pdf
(Accessed: 18 June 2024).

58


https://www.cbd.int/financial/climatechange/zambia-climate-giz.pdf
https://www.cbd.int/financial/climatechange/zambia-climate-giz.pdf

Deal Size
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Figure 27: Trends in deal size in impact investment® 2021 to 2022

Investor Involvement
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Source: Zambia Impact Investment Climate Survey 2022
Figure 28: Investor involvement in impact investment

Investors often choose to actively participate in the implementation process,
suggesting that investors need significant technical support and skill development.
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This inclinationtowards handsv u pu}vs} kt ku{ tgi gszv ykl ski
approach to management.106

Investor confidence is remarkably strong, even in the face of economic difficulties.

A significant number of investors are planning to expand their investments in Zambia,

guj p{ "z iPiy|lipgs | vy { ov z preppraditostaké¢ ddyantgges { o k |
of this positive sentiment.19’ The presence of peace and security, market potential,

robust infrastructure, and stable political conditions are key influences on this strong

investor confidence.

General Outlook

Source: Zambia Impact Insestment Climate Survey 2022

Figure 29: General outlook of impact investment in Zambia

Roughly 40% of investors in Zambia have completed their investment exits, while

around 60% are either in the process of exiting or not prepared to leave yet. The

most prevalent exit strategies are Strategic Mergers and Acquisitions (M&A) and
wgiv|{z lyvt ivtwgupkz pu ~opio {okj”"}k pu}k
another significant exit option’%®" ok Uup{pgs \ | hspi [T kypun
extensively used due to the costs and liquidity issues associated with the listing

process.1% To boost investor confidence, the Ministry of Finance and National Planning

106Investing in skills development to confront Zambia's overlooked crisis (2024) Available at

https://blogs.worldbank.org/en/nasikiliza/investing __-in-skills-development -zambia -afe-0324. (Accessed: 18 June 2024).

1072 ambi aAs success will be Af r htipsa/sw.bsookings.edsi/articles?z@ntbids) . -suécesa-i | abl e at :
will -be-africas-success/. (Accessed: 18 June 2024).

108

Zambia Investment exit (2023). Available at :  https://www.ucl.ac.uk/bartlett/public -
purpose/publications/2023/sep/financing __-sustainable -development -goals-through -mission -oriented -development .

(Accessed: 18 June 2024).
109

Strategic Mergers and Acquisitions (M&A) in Zambia
(2021). Available at: https://www.seczambia.org.zm/investor _-protection/education/basic _-facts-about -capital -markets/
(Accessed: 18 June 2024).
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introduced the first capital markets master plan in August 2022, which aims to boost

the government bond market, enhance traditional security markets, create new
products and markets, strengthen capacity building, and improve regulatory

environments.119To further diversify exit strategies, Management Buyouts (MBO) can
be explored by actively preparing management teams!investors can offer advisory

services on various MBO structures and financing options, providing benefits to all
parties involved.

Investor Exit Routes
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Figure 30: Investor exit routes

Investors are factoring in risk and aiming for substantial financial returns that exceed

the cost of capital. However, for businesses seeking investment capital, the cost of
igwp{gs yktgpuz opno._ Ovuzkx]| ku{sij_. {okyk™z
and risk mitigation products to allow investors to price their investments more closely

in line with businez z k wki { g{pvuz,_ U{~ z -atjustedkand{riskg s { v
adjusted strategies to optimise investment outcomes.

110

Exit strategies and management buyout (2021).Available at: https://www.avca.africa/data -intelligence/research -

publications/2021 -african -private -equity -industry -survey/ (Accessed: 18 June 2024).
111

Zambia climate readiness (2022). Available at: https://www.cbd.int/financial/climatechange/zambia  -climate -giz.pdf
(Accessed: 18 June 2024).
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Financial Returns Strategy
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Figure 31 Financial returns strategy ofinvestors

Investors face several key challenges in Zambia. Firstly, there's a limited availability of
investment opportunities that match their desired size and scope, leading to difficulties
in finding suitable deals.1*2Additionally, investors often lack a solid financial track
record, which undermines investor confidence. To address this, there's a pressing need
for ventures, enablers, and intermediaries to enhance financial management capacity
among businesses, ultimately increasing the flowof substantial investments. Despite
these challenges, investor confidence in Zambia has been on the rise, attributed to
various factors. The perception of economic stability has improved, bolstered by
effective public institutions and a robust legal and regulatory framework. Furthermore,
anti-corruption efforts have contributed to a positive shift, instilling greater trust among
investors.113The current administration is also playing a crucial role in fostering this
favourable environment for investment14

H2Key Challenges in Zambia (2023). Available at:https://unctad.org/publication/world -investment-report-2024 Accessed: 18
June 2024).

113 Key Challenges in Zambia and economic stability (2024). Available athttps://www.trade.gov/country-commercial-
guides/zambia-market (Accessed: 18 June 2024).

114Zambia economic stability (2024). Available athttps://www.trade.gov/country-commercial-guides/zambia-market-challenges .
(Accessed: 18 June 2024).
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Figure 32: Survey on factors that affect investment decision
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Figure 33: Investment Challengesin Zambia

The Zambian government should consider how investments may impact job
creation, human resource development, and potential export activities. To register a
startup or company, stringent requirements include appointing local directors, securing
a documentary agent, providing necessary documentation from the country of origin,
and paying a registration fee.115

In a bid to attract foreign investors, Zambia, in collaboration with partners, has
implemented business facilitation measures, including a tax incentive policy.

11I‘:’Investment Landscape (2022). Available at: https://www.state.gov/reports/2022  -investment -climate -

statements/zambia/ (Accessed: 18 June 2024).
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Investors injecting over $50,000 into designated areas or sectors enjoy significant

fiscal benefits such as zero corporate tax for the initial five years, reduced taxation on
profits thereafter, exemption from dividend taxes for five years, and dutyfree

importation of machinery and equipment, accompanied by a 100% improvement
allowance for infrastructure expenditure.116

3.7 Japanese Investors in Zambia

Japanese investment into Africa has risen significantly with a notable take-off

around 2007/8. From 1983 to 2021, Japanese FDI has increased 2575%.From

additional evidence, there has been a second take-off around 2015/16 onwards,

spurred on by a multitude of factors, likelyFormer Prime Minister of Japan ,_ opu ¢v Mhk™ z
leadership in advocating for business advancement into African markets but also likely

due to rising competition from other international actors in the continent due to
demonstrable high growth. At present, evidence suggests that 19 out of 55 African

countries are recipients of Japanese FDI as shown below. The bulk thereof is to South

Africa, Mauritius and Liberia.

Japanese investor and Zambian Development Agency (ZDA) priority sectors
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Figure 34: Crossmapping Japanese investors and ZDA priority sectors
Source: Based on literature search and field research

Headwinds in the Japanese economy may be part of the reason for rising FDI.

Ygul| l gi{|]ypun pz zsv-~pun_ Vgwgu™ z k wguzpvug
the yen is at its weakest in 2024 since the 1990s!8Mt pj z{ \ypt k Ypupz{ Kk
push for a New Capitalism, domestically, Japan is facing its own push towards digital

116Zambia tax incentive policy (2023. Available at:https://www.trade.gov/sites/default/files/2023 -
04/zambia%20mou%20033023.pdf (Accessed: 18 June 2024).
117Based on JETRO data, 2021.

118Financial Ti mes. (2022). 6Gl obal inflation: Japan faces a moment
https://www.ft.com/content/136af78b-dee2-446f-8ba8-21d25ce74ff8.
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transformation, which the government hopes to guide through the conceptualisation of
Society 5.0 which envisions the resolution of social problems and economic
advancement through the application of new technologies.

Masayoshi Son is (in)famous for his Softbank 11°Vision fund, at $100B it is the largest
tech-focused investment fund in the world. 120 Rising global Japanese FDI may reflect
the significant cash reserves of Japanese corporations held on their balance sheets.
53% of Japanese companies on theTOPIXindex are net cash, compared to only 14%
of US companies in the S&P 500121 Non-financial companies on the TOPIX 500
maintain $2.6 trillion of tangible assets.'??2 Japanese business practices and norms
enable Japanese companies to limit cash dividends and retained earnings alongside
there are other famous Japanese VC/firms investing inAfrica: Mobility54123etc

Further evidence of a government push to unlock corporate savings is, in 2022,

Vgwgu™ z nv}kyutku{ guj h| zpukzz zki{vy gyk w
investment, which includes encouragement of global expansion for Japanese

startups. Japanese companies are aiming to invest 25% more into equipment, real

estate and other physical assets from 2022 to advance in decarbonisation. 124 The

Government Pension Investment Fund (GPIF}® of Japan, one of the world's largest

institutional investors, will begin investing in Japanese startupst?6™ o | z_ p{~ z sprk
yklvytz puis|jpun _opu¢v Mhk™z ivywvyg{k nv
acceleratory effects on FDI as the reforms are supportive of outwardbound M&A

through tax reforms and deregulation as reflected in increasing outflows in FDI.127

auj ky Mhk™z {opy] gyyv-~ vl Mhkuvtpi z._ (RVARART'AY
starting with the Japanese Stewardship Code in 2014 and the Corporate Governance

Code of 2015. This is a significant opportunity for African startups.

Japanese firms are becoming increasingly global. Japanese banks are also acquiring
foreign banks and developing M&A advisory businesses for foreign markets. However,
there has been an increase in global M&A where Japanese firms are acquiring foreign
|l pytz gz ' gu pu{knygs wgy-fndfodus wherkJapanesev u | ~g

119Softbank Group. Available at: https://group.softbank/en . Accessed online on 8 August 2024

120WSJ (2018). o6How Much |Is the Worldés Largest Tech Fund Worth to

https://www.wsj.com/articles/how-much-is-the-worlds-largest-tech-fund-worth-to-softbank-1525866666
121Rp ugui pgs “ptkz_ | &#&#HBvgyj¥Kgwgwgd ki gy wwy k{ukK ipsizdok z]|u_~
at: https://www.ft.com/content/247469ca-25b7-4bd8-8ac3-becf5530f15b

12214,
12

3Mobi|ity54. Available at: hhttps://www.mobility54.com/. Accessed online on 8 August 2024
12
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https://asia.nikkei.com/Business/Businesstrends/Japan-Inc -s-capital-spending-poised-to-roar-back-25.
125

Government Pension Investment Fund, or GPIFttps://www.gpif.go.jp/en/. Accessed online on 8 August 2024
126 Joint Research Report by Keidanren, the University of Tokyo, and the GPIF for the Promotion of Investment in Problem
Solving Innovation. _vipk{ij )_# |l vy _PSz_ "ok Q}vs|{pvu vl Q_S Uu}tkz{tku{_ A

_ P S Accéssed online on 26 August 2022 at: https://www.gpif.go.jp/en/investment/Report_Society_and_SDGs_en.pdf
127, .
Ibid.
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Companies are exiting non-core businesses and redefining business focusses. An

k gt ws k t g i®rbckntdiversification into a non-traditional industry, namely,

into the automobile sector through imaging sensors. In 2022, Sony launched an EV

division, as well as a joint venture with Honda to make cars!3° Correspondingly,

Japanese private sector actors, namely trading companies and VC funds, have utilised

M&A, private equity and venture capital as tools to enter the African market, namely in

sectors ranging from healthcare, logistics and mobility, and enegy. Several Africa

focused VC firms have emerged such as Samurai Incubate, Leapfrog Ventures, and

Kepple Africa, amongst others. This will be explored further below.

Unlike their success in Asia, Japanese investors have long struggled to penetrate

the African market. Even so, it is increasingly being perceived as a priority, due to

saturation of Japanese engagement in Southeast Asia and high levels of competition

from other late developers in the region. New ways of partnering and doing business

are at present being sought by Japanese firms in the African market. At a seminar on

Digital Technology and Transformation in Africa hosted by JICA in 2022,there was a

significant focus on educational technology commonly known as EdTech. JICA was
increasingly supportive of the ICT and Digital sectors, through the Ninja programme

and through support for telemedicine of 200-250 startups in Rwanda. There was an

emphasis on co-creation particularly with partners in the private sector. Due to the
pu}ku{pvu vl tvhpsk tvuki._ M{z| zop egtguagr
"yguzlvytg{pvu_. yktgyrkj "Ml ypig pz g iygjsk
that JICA opens doors fa the private sector by taking on risk and doing pilots that

establish a MVP or success case that allows for expansion.

There is strong sectoral alignment between the preferences of Japanese investors
and the Zambian government and startup ecosystem. The figure below shows that
there are at least seven sectors where there is overlapping interest between Japanese
investors and the Zambia government including renewable energy, financial services,
sustainable agriculture, infrastructure, mining, servicesndustry and manufacturing. As
highlighted in Section 2 and 3, these are also sectors where there are strong existing
industries and where much of the startup innovation and funding is going towards.
Startups focusing on agriculture andagro processing are an area of strong alignment.
As the fact sheet on the next page shows, Japanese investors see much promise in the
agriculture sector and startups and smart irrigation are the top two emerging
technology sectors of interest to Japanese investors.

Japanese investors lack information and touch points into the startup ecosystem in
Zambia. Acknowledging the significant contribution of investors to the startup
ecosystem, this section investigates the ease with which Japanese investors can enter

1285 haede, 2020, p 112.
129

1

Sony: https://www.sony.com/en/. Accessed online on 8 August 2024

30Mhygt z_. . . &#&&, . T _vuj Mii kskyg{kz \|]zo Uu{v Ogy _ki{vy Uu Pp}
https://webtimes.uk/sony-accelerates-push-into-car-sector-in-diversification-drive/
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and operate in the Zambian ecosystem. As outlined in the methodology, the four pillars

v azZP\"™ z Qivzijz{kt Pk} ksvwt ku{ Mwwy v gi o
information, impactful incentives, diverse funding, and valuable implementation
support) will be used to describe and assess the opportunity.
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Figure 35: Japanese Investors and Corporate Activities in Africa
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