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credit institutions as many of them lack collateral for mortgages. This 
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additional revenue for government, banks and the private sector. 
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Introduction 

The availability of financial products for micro, small and medium enterprises (MSMEs) in the 

Democratic Republic of Congo (DRC) is currently limited to short-term, working capital products. 

MSMEs find it difficult to finance themselves from credit institutions as many of them lack collateral 

for mortgages. This paper details two categories of financial products (Leasing and Insurance) that 

can help MSMEs and contribute to the generation of additional revenue for government, banks and 

the private sector. 

Leasing as a financial instrument has the potential to enable MSMEs that do not have solid 

guarantees to finance their investment needs and acquire new productive equipment. The 

financed equipment itself serves as collateral in the transaction. 

Micro insurance products have the potential to provide micro and small enterprise owners with 

better tools to mitigate the many risks they face. These risks are many and varied, including 

death, health issues, casualties (such as through accident, fire) and natural disasters (floods, 

droughts). 

Over the past 4 years, ÉLAN has been laying the groundwork for the necessary changes to make 

these products a reality. Recommendations for key stakeholders are listed for each opportunity, 

but further partnership between government and private sector players is needed to accelerate the 

launch and adoption of these products in the DRC. 

Leasing 

Outside Egypt, Morocco, Tunisia, Nigeria and South Africa, the leasing market is in the early stages 

of development in Africa, with penetration rates ranging from 1% to 5% of the population, against 

a world average of 20%. As with any other industry at an early stage of development, leasing is 

characterized by a lack of a favourable operating environment, as tax, regulatory and legislative 

frameworks are not yet adapted to the requirements of the sector. In the DRC, the first law on 

financial leasing was published in the Official Journal on 18 February 2015 after being signed by 

the President on 12 February 2015. The Central Bank of Congo (BCC) published a leasing 

regulation on March 2018. 

Leasing offers new opportunities in the DRC for equipment financing to small and medium-sized 

businesses in several sectors, such as: 

1. Agriculture – for the purchase of tractors and other types of equipment to increase the level 

of agricultural mechanization; 

2. Road or river transport – for the purchase of trucks, boats, whaling boats, barges, etc. 

3. Renewable energy – for the purchase of solar equipment;  

4. Manufacturing – for processing, packaging and other industrial equipment;  

5. Health – for medical equipment. 
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From 2016 to 2018, ÉLAN RDC worked with two local financial institutions to launch their first 

leasing products. Before commencing product development, ÉLAN RDC commissioned (jointly with 

a Congolese bank) a market study1 that had the following objectives: 

1. Assessing the viability of leasing in the Congolese legal, fiscal and regulatory environment; 

2. Identifying the type of legal structure that will be most suitable for marketing Leasing 

products; 

3. Identifying the potential markets/niches for which leasing is an attractive product (sectors of 

agriculture, transport, energy, industry etc.); 

4. Identifying equipment and property (movable and immovable) with a strong development 

potential for leasing and an assessment of the complexity of implementation by product. 

The study estimated that the potential total finance lease portfolio by 2020 would amount to 

USD 659 million2. This potential does not include micro-leasing, which, considering the 

predominance of micro-enterprises and the informal sector, could represent up to 15 to 20% of 

identified volumes. 

The leasing product developed was a vehicle lease targeting MSMEs in the transport of goods and 

people, mainly in Kinshasa. In order to prepare for the operational implementation of the product, 

ÉLAN RDC conducted the following activities: 

● Linked key players in the market (banks, equipment suppliers, insurance brokers and 

potential lessees); 

● Developed an accounting and tax guide for leasing operations; 

● Trained accountants and tax advisers of the banks on the accounting and tax implications of 

leasing transactions within the banks. 

Several further steps are needed before launch, however, including revisions to the fiscal and 

regulatory frameworks. The key existing constraints are: 

● The need to clarify tax issues including the deductibility of equipment depreciation with the 

tax authority and the implications of Value Added Tax (VAT) for the lessor and lessee; 

● The requirement for additional collateral requested by future lessors (for example, banks 

tend to require a pledge on an existing fleet of vehicles and a pledge of the certificate of 

registration on commercial or private real estate belonging to the lessee as additional 

collateral); 

                                           

1 https://www.elanrdc.com/s/Etude-pour-le-developpement-dun-produit-Credit-bail-en-RDC.pdf  

Note that the CDF/ USD exchange rate has changed significantly since the study was undertaken but this does not 

change the overall findings or conclusions of the study. 

2 In order to estimate the finance lease market in DR Congo, we used three calculation assumptions using forecast data 

based on historical averages of economic activity. This methodology had been applied in several other countries in sub-

Saharan Africa and the Caribbean. It was introduced in a 1996 IFC study entitled "Lessons of Experience No. 3: Leasing 

in Emerging Markets". 

Hypothesis 1: Estimate projected cash flows (actual financing) by referring to their projected contribution to gross 

private fixed capital formation. This estimate is based on a leasing penetration rate target of 5% of Private GFCF. By 

2020, this volume would be equivalent to USD 619 million. 

Hypothesis 2: Estimate the finance lease disbursements as a percentage of Gross Domestic Product (GDP). This rate 

varies between 0.5 and 1.5% in emerging markets. With a target of 1% in the fifth year, lease disbursements would be 

established in 2020 at USD 688 million. 

Hypothesis 3: Estimate the finance lease disbursements in relation to projected volumes of equipment imports with a 

penetration rate set at 10% in 2020. The disbursements would then reach USD 670.5 million. 

https://www.elanrdc.com/s/Etude-pour-le-developpement-dun-produit-Credit-bail-en-RDC.pdf
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● The high cost of the product due to two major components: 

○ Comprehensive insurance coverage that should be subscribed with international 

insurance players via local brokers in the absence of effective liberalization of the 

insurance market; 

○ Maintenance and repair of leased vehicles at car dealers; 

● Banks' access to medium and long-term financial resources as equipment to be financed by 

lessors has a medium to long-term maturity; 

● The need for a set of incentive measures to promote leasing in the DRC; 

● Financial education of lessees and training of bank staff. 

In October 2018, ÉLAN RDC and IFC joined forces to organize a leasing forum with stakeholders 

interested in the development of the leasing market. These actors included the Ministry of Finance, 

tax collection agencies, the Central Bank of Congo, commercial banks, car dealers and donor 

organizations. Participants proposed several practical solutions and designed a roadmap for the 

development of leasing in the DRC (see Annex). 

The roadmap called for urgent measures on the fiscal and regulatory fronts. The Minister of 

finance was asked to issue an instruction that would clarify: 

● The fiscal deductibility of depreciation (this is an advantage for the lessee); 

● The treatment of VAT exemption on lease interest rate, which puts lessors at a disadvantage 

as they cannot offset the full amount of VAT credit paid on the purchase of lease equipment; 

● Import tariff exemptions for machinery imported through leasing. 

Follow-up discussions between the Ministry of Finance, Central Bank, ÉLAN RDC and IFC have led 

to a draft amendment to the leasing law that tackles fiscal issues. The draft amendment was 

shared with the Governor of the Central Bank who will share the text with the Minister of finance 

to initiate the process of amending the law. It is expected that the amendment can be discussed 

and a vote can take place at both chambers of the parliaments at the September 2019 session. 

On the regulatory front, as a result of the workshop, the Central Bank took the following actions: 

● Clarified during the workshop that finance lease should be booked under a sub-account for 

either medium or long-term loans on financial institutions’ balance sheet before migration 

to IFRS rules; 

● Issued a modified leasing regulation that has increased the risk-weighted factor for leased 

assets covered by an enforceable guarantee upon first request; 

● Clarified during the workshop that the application of Central Bank provisioning rules do not 

prevent lessors from foreclosing the leased asset if there is payment in arrears for more 

than 15 days as stipulated in the leasing law; 

● Issued modified provisioning and prudential norms regulations to take into account the 

specificity of leasing. 

We are confident that the amendment to the law will happen in due course and will give a boost 

to the process of launching the first leasing product in the DRC market. We encourage the banks 

that have committed to develop and pilot-test the product to finalize the parameterization of the 

product in their core banking. We also encourage donor organizations to finalize financial 

education campaigns and refinancing programmes. 

Insurance 

Prior to 2015, the insurance market was supplied solely by a single state-owned enterprise, the 

Société Nationale des Assurances (SONAS). With 37 brokers across the country, products were 
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targeted at large companies (compulsory professional insurance [for buildings, aviation – via 

foreign insurers – and transport] and some retail customers [compulsory vehicle liability 

insurance]). No competition meant limited product innovation and diversity, leaving the majority of 

those in the DRC with limited to no insurance options. 

In 2015, the liberalization of the insurance market in the DRC commenced. As the first step, an 

insurance regulatory authority, the Autorité de Régulation et de Contrôle des Assurances (ARCA), 

was established and staffed. Private companies quickly applied for licences but for several years, 

liberalization was in name only. 

In order to contribute the emergence of a robust but inclusive insurance market that would benefit 

most MSMEs, ÉLAN RDC defined an insurance strategy with 3 pillars: 

1. Inclusive insurance market analysis and knowledge dissemination; 

2. Support to the establishment of an insurance industry association; 

3. Training and certification of private insurance companies’ employees. 

The programme was active on only the first pillar because of delays in licence issuance by ARCA. 

Within this first pillar, ÉLAN sponsored 3 studies. The first study was an inclusive insurance market 

diagnostic review; the second was a micro insurance sector-wide feasibility study; and the third 

was a micro insurance feasibility study co-funded by a local financial institution. 

The liberalization of the market became effective on 28th March 2019 when ARCA announced the 

licensing of the first private insurance companies. This is an important milestone. 

How large is the market? 

The population of the DRC is projected to double in the next two decades from its current 81 

million. The premiums collected by SONAS in 2014 (USD 53 million), which also had 2,165 

employees and a vast network of branches in the country, represent only 15-20% of the turnover 

generated in neighbouring countries. At present, it is estimated that there are 2 million existing 

insurance policies, most of which cover vehicles. The current insurance market is estimated at 

USD 500 million annually, for the non-life branch alone. 

What do consumers want? 

The constraints that impede the access of MSMEs and microenterprises to insurance are 

summarized below. The conclusions of the focus groups in the diagnostic study are very similar: 

they relate mainly to lack of confidence in insurers, the cost of policies and the lack of information 

on insurance and existing products. 

The main constraints for the development of the insurance sector are:  

• Lack of confidence in insurance given the bad historical record of the State-owned insurer 

on compensation pay out in case of injury; 

• Lack of awareness or of an insurance culture; 

• Lack of competition in the sector; 

• A strong barrier to entry into the liberalized market due to high minimum capital (USD 10 

million for an insurance company and no flexibility for micro-insurers); 

• High cost of insurance policies; 

• Lack of products adapted to the needs of MSMEs; 

• Lack of technical capacity of local staff; 

• Lack of internal capacity within the regulator to conduct technical evaluation of licence 

applications or onsite supervision of future insurance companies; 
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• Delays in awarding licences to private insurance companies; 

• Non-existent regulations for micro insurance and mobile insurance; 

• A need for consumer education. 

While there are constraints, insurance companies will be rewarded with millions of potential 

customers in the coming years and entrepreneurs will have in place reliable instruments to 

mitigate the risks to their businesses and their own lives. 

The studies conducted by ÉLAN RDC have documented a strong need for micro insurance products 

and initial products prototypes have been developed in the following areas: 

• Credit life insurance; 

• Credit life plus insurance; 

• Voluntary school fee insurance (which provides education to children in case of death); 

• Health insurance; 

• Agricultural Index insurance. 

Recommendations 

Those looking into the market should: 

1) Use a fail fast and fail often strategy for testing product fit for the market. 

a. Develop pilot products for micro insurance clients and MSMEs in key economic 

centres; 

b. Implement market research for selected MSMEs, including women-owned MSMEs, on 

their insurance needs; 

c. Put the client at the centre of the product design, service culture and distribution 

channels, and train staff accordingly 

2) Prioritize consumer education given the limited experience with insurance products. 

a. Implement training on risk exposure, perception and risk reduction strategies for 

MSMEs, including how to prioritize risks (for example, insuring their mobile phone is 

less important than life coverage), what are the insurable risks, which are the 

greatest, and how they can evaluate them; 

b. Raise awareness and inform stakeholders about the insurance needs of MSMEs and 

households; 

c. Support the implementation of insurance by sensitizing and informing MSMEs about 

these protective measures and their positive impacts; 

d. Support research on good practice in financial education and insurance for MSMEs. 

3) Work with the regulator to develop an inclusive, pro-consumer framework. 

a. Help to promote the dialogue between the ARCA, the Ministry of Finance, BCC and 

others on the requirements of the Insurance Code and develop a strategy to deal 

with these requirements in the short, medium and long term; 

b. Establish an open public consultation process on future insurance-related regulations; 

c. Liaise between ARCA and projects to understand the inclusive insurance target 

market so that ARCA can participate and have access to the results of the application 

studies. 
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4) Support the creation of an industry association once licences are granted. 

a. Organize a series of thematic workshops, presenting lessons from other countries on 

good product or regulatory practices in national events; and solve problems in 

coordination with the authorities. 

5) Provide professional training and capacity building to private insurance companies when they 

are established. 
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Annex. Leasing Roadmap 
Topic Action Responsible  Target  

Tax deduction for 

depreciation 

Clarify that depreciation is tax deductible for the lessee and not the 

lessor 

Central Bank to officially submit draft amendment 

to the leasing law to the Ministry of Finance 

As soon as 

possible 
  Ministry of Finance to submit amendment to the 

Government council and thence to Parliament   

Q2. 2019 

Tax deduction for credit 
loss provisions 

Relaxation of the conditions to be fulfilled in order to benefit from the 
deductibility of provisions for doubtful debts in the 2020 finance law. 

Extend credit loss provisions benefit to Microfinance and micro leasing 
companies 

Ministry of Finance Sept 2019 

VAT Clarify VAT Treatment Central Bank to officially submit draft amendment 

to the leasing law to the Ministry of Finance 

Q2 2019 

Customs incentive tariff waiver on imported lease assets Ministry of Finance to put in a place the incentive 

measure 

As soon as 

possible 

Risk weighted asset 
factor 

Leased assets covered by a comprehensive insurance should attract a 
lower risk weighed asset factor than currently stipulated in the leasing 

law 

Central Bank of Congo Done 

Right of Foreclosure 

and loan loss provisions 

Lenders have the right of foreclosure on the leased assets if there is 

payment in arrear for more than 15 days. In case they do not exercise 

this right, they should comply with Central Bank provisioning rules 

Central Bank to clarify with bank and Microfinance 

Institutions Professional Associations 

To be done 

Finance Lease Account 

in the transition phase 
to IFRS 

In the transition phase to IFRS, Lenders should create sub-accounts 

under Medium-term or Long-term Credit to book the finance lease 

Central Bank to clarify with bank and Microfinance 

Institutions Professional Associations 

To be done 

Cost of maintenance 

and repair for leased 
assets 

Access to quality maintenance service is key for the development of the 

leasing market 
Without compromising the quality of maintenance and repair services, 

cost reduction models should be explored 

Car dealers to compile and provide the list of 

certified or approved garages 

As soon as 

possible 

Financial Education 
Campaign 

Financial education to lessors will be key in building trust in the product IFC, GIZ, ESSOR As soon as 
first pilot 

product is 
launched 

Access to refinancing 
and partial credit 

guarantee schemes 

Banks need long-term financial resources and additional guarantee 
mechanisms to engage in leasing business 

Bilateral talks between future lessors and IFC Mid-2019 
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