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Regulatory intervention attempts to maintain financial stability and at 
the same time induce greater efficiency of financial markets. Banks 
play a critical role in the economy by acting as intermediaries 
between savers and borrowers through facilitating the payments 
system and also acting as agents of monetary policy implementation. 
Banks are  generally highly leveraged institutions susceptible to 
liquidity and solvency challenges. As such, they are therefore 
exposed to the risk of runs either because of loss of confidence in the 
bank itself or from a loss of confidence in the banking system as a 
whole. 

In mitigation, governments around the world established Deposit 
Insurance Systems (DIS) - a bank deposit guarantee scheme which 
ensures that depositors are reimbursed part or all of their deposits in 
the event of a bank failure. There are currently over 100 DIS in 
operation in the world and about 41 countries are studying and 
contemplating adopting DIS. Africa has nine explicit DIS namely, 
Algeria, Kenya, Tanzania, Zimbabwe, Nigeria, Morocco, Uganda, 
Libya and Sudan. Countries like Ghana, South Africa, Malawi, 
Lesotho, Zambia and Mozambique are also working towards 
establishing DIS in their jurisdictions.

The government of Zimbabwe established a deposit insurance 
system following the deregulation of the sector in the early 1990s 
which exposed the banking sector to structural vulnerabilities and risk 
management. The need for a deposit insurance system was 
underscored by bank failures in the market mainly Universal 
Merchant Bank, United Merchant Bank, Zimbabwe Building Society 
and First National Building Society. 

On 1 July 2003, the government established the Deposit Protection 
Fund in terms of section 66 of the Banking Act [Chapter:24:20].
The Fund is vested in and administered by the Deposit Protection 
Corporation in terms of the Deposit Protection Corporation Act 
[Chapter 24:29].

Deposit Protection Corporation’s main objectives include:
- Protecting depositors in the event of a bank failure; 
- Contributing towards the stability of Zimbabwe’s financial system;
- Promoting sound business practices in contributory institutions;  
- Protecting the Fund against loss; 
- Enhancing public confidence in the financial system by establishing 

 -Enhancing competition between different sectors and institutions in 
Zimbabwe’s financial system. 

a framework for the resolution of failing or failed banks.


