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ABSTRACT

H  Evaluation Abstract 11 1ot evcead the spase provided) - o

The Project aims to strengthen, diversify and expand the economic activities of small
and wedium size Malawian entrepreneurs, especially those involved in agribusiness, rural
emnlovment cenerating, import substituting or foreien exchance carnine activities.

Niaos is primarily an umbrella project providing broad support to the following
irplementing agencies: 1) INDEFUND, a develcpment finance institute; 2) the Malawi Union
of Savings and Credit Cooperatives (MUSCCO); 3) the Development of Malawian Tiadeis
Trust (DEMATT); and 4) the Ministry of Trade, Industry and Tourism (MTIT). Project
contractors are Africare, CUNA/WOCCU, Deloitte, Haskins & Sells and several personal

services contractors. -

The September 1988 mid-term evaluation was conducted by a joint external contractcrs/
host government (GOM) team on the basis of a review of project documents and interviews
with prcject personnel. The purpose was to: 1) analyze READI's impact on strengthening
intermediary institutions working in the small and medium enterprise (SME) sector; 2) to
review USAID/Malawi SME development assistance to date and make recommendations for
future program activities; and 3) ‘to identify salient GOM policy issues which affect the
READI Project and future USAID/Malawi initiatives in the SME sector.

The major findings and conclusions are:

- The Project has raised awareness about the importance of the SME sector, and
identified policy and institutional constraints to SME development,

- The Project has helped strengthen coordination among the various institutions
involved and helped start 55 new businesses and expanded 150 existing businesses.

~  The evaluators recommended transferring project promotion functions to DEMATT.
liberalizing the guidelines for INDEFUND on-lending of READI credit funds, and
transferring sectoral coordination responsibilities to an expanded SME Unit within
MTIT.

COSTS

I. Evaluation _Costs

1. Evaluation Team Contract Number OR |Contract Cost OR
Namo Afflllation TDY Person Days TDY Cost (U.S. $)} Source of Funds
Russell Webster ARIES
Michael Bess ARIES
Tinothy Mooney ARIES
James Cotter ARIES
Richard Chilingulo MTIT
Isaac Kunje MEDI
Dick Maganga DEMATT
Victor Ndisale GOM/MOF PIO/T No. $99,760 Project-fundef

612-0234-3-70015p

3. Borrower/Grantee Professional

2. Misslon/Office Professional Staft 60

Person-Days {Estimate) 5 Staff Person-Days (Estimate)
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A.1.D. EVALUATION SUMMARY - PART II

SUMMARY

J. Summary of Evaluation Findings, Concluslons and Recommendations (Try not to exceed the three (3) pages provided)
Address the following ltems:

e Purpose of evaluation and methodology used ® Principal recommendations
s Purpaca cf activitylles) evaluated ® lessons learned
s Findings and conciusions (relate to questlons)

Missicn or Otllce: "Date This Summary Prepared: Title And Date Ot Full Evaluation Report:

An Evaluation of the Rural Enterprises and
Agribusiness Development Institutions

USA1lbyMaiawid October 1989

(READI) Project

1. Purpose of the activity:

The READI Project addresses three important problems: 1) low per capita income due
.0 low smallholder agricultural productivity and limited off-farm employment opportuni
ties; 2) insufficiert technical, development planning, analytical, and mcaagement
rapacities in both public and private sectors; and 3) critical shortages of both
foreign and domestic financial resources. The project goal is to increase the
productivity and incomes of Malawi's rural population. The project purpose is to
strenghthen, diversifv and expand the activities of small and medium size Malawian
entrepreneurs, especially those involved in agribusiness, rural employment generatirg,
import substituting or foreign exchange earning activities.

2. Purpose of the evaluation:

The evaluation purpose was to: 1) analyze READI's impact on strengthening intermediary
institutions working in the SME sector; 2) to review USAID/Malawi SME development
assistance to date end make recommendations for future program activities; and 3) to
identify salient GOM policy issues which affect the READI Project and future USAID/-
Malawi program initiatives in the SME sector. The evaluation was based on a review of
project documents aad interviews with project personnel.

3. Findings and conzlusions:

- The Project has raised awareness about the importance of the SME sector, and
identified policy and institutional constraints to SME development.

= The Project has mad: a positive contribution towards the institutional development
of INDEFUND, MUSCCO and DEMATT and has enabled these organizations to help start
55 new businesses and expand 150 existing businesses. The Project has strengthered
coordination among these institutions and public sector agencies by making a study of
investment potential zvailable to potential investors and by preparing investment/
financing guidelires for Malawian credit institutiens on targeted areas of economic
activity, e.g., sma'lholder cash/export crop procduction and potential agro-processing
or agro-business ve.tures.
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SMMARY (Continued)

Principal recommendations:

That leans provided by MUSCCO utilize local currency generated by USAID's Malawi
Enterprise Development (MED) Program.

That no additionail Tunds be provided for credit until both INDEFUND and MUSCCO
improve their capacity to monitor borrower performance and reduce delinguencies.

That the project nromotion function wit™in the Project Coordinatirg Unit be

transferred to DEMATT.
That farther development of management an

and DEMATT.

That the gui -1 .
That the training needs of the Trairing of Trainers

«nd institutionzlized.

d field operations occur at MUSCCO

delines for INDEFUND on-lending of READI credit funds be liberalized.
program be better defined

Lessons learned:

a) Regulatory procedures or policy concerns such as access to foreign exchange,
letters of credit, GOM procurement procedures, on-lending rates, registra-
tion and licensing procedures grzatly impact the speed at which SME development
can occur.

b) When strengthening SME institutions, attention must be given so as not to
burden an institution  initially with too many functions for its limited
staff.

¢) Given that the Government or private sector will have to cover the recurrent
costs of these organizations in the future, an institutional rationalization
study must be conducted in order to determine which functions of each
organization are vital to SME development.

d) Since there is a Women in Develcpment sub-project linked to READI, future
evaluations should analyze gender disaggregated data especially in regard to
number of women employed, women's enterprises and size, and female repayment
rates.
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