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SUMMARY

This report contains the findings of a field evaluation of a
trader assistance program in Malawi called the Development of the
Malawian Traders Trust (DEMATT). DEMATT has completed a pilot phase
program of training and providing rural advisors for small business-
men to assist them in developing sound management techniques. DEMATT
had proposed to continue its operation into a second phase which
precipitated the Government of Malawi and USAID/Malawi (the pro-
posed funding agency) to request an evaluation of the pilot phase.

The evaluation team spent four weeks in the field and conducted
over one hundred interviews with DEMATT advisors, rural traders,
local officials, and public and private officers of institutions
familiar with or associated with DEMATT. Material supplied by these
interviews are the basis for this report. The report is organized
around seven general questions that guided the team's research.

The questions are concerned with the proper focus of DEMATT, the
administration. of DEMATT, the problems with the program at the local
level, alternatives to DEMATT, and recommendations for the proposed
second phase.

DEMATT was found to have developed a sound rural extension
service in Malawi with a highly motivated field staff. Their ef-
fectiveness with client traders and producers has shown immediate
short-term results. Businessmen have learned how to keep prover
accounte and are acquiring the skills necessary to operate an enter-
prise. The program has satisfactorily reached most of the goals
it provosed in the pilot phase and has received strong support from
the Government of Malawi (GOM). The focus of DEMATT fits well into

the plans of the GOM for accelerated rural development and ties
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in very closely with the focus of the Agency for Internatiocnal Develop-
ment on assisting small-scale enterprise.

The team recommends that USAID enter into a funding agreement
with the Government of Malawi for the support of the five-year
éecond phase of DEMATT. The Traderc Trust program is now registered
as a statutory body and is no longer operated as a private voluntary
organization (PVO).l The admin.stration of the vrogram has been
localized with the excepti~., of one position and the program has
developed strong linkages between administrative staff and tnhe field.
The team recommends that lccalization be completed during the second
phase and that the field staff be the continuing focus of the pro-
gram. Additional recommendations provide that some of the efforts
of DEMATT be closely coordinated with other institutions (Import-~
Export and SEDOM) to increase the efficiency of the program and to
avoid duplication of services. The pilot phase has effectively
reached about 1 percent of the total traders in Malawi and has
berely scratched the surface of local producer enterprises. Strong
financial encouragement should be forthcoming to allow the expansion
of this program, without losing the personal attention it delivers
to the rural areas. This one-to-one contact is essential to the
success of DEMATT and is the elemert that has made it a superior

operation to similar efforts attempted by other institutions.

lThe PVO, Partnership for Productivety initiated the pilot
phase of DEMATT and is currently cupplying the general manager of
the program.



INTRODUCTION

This report presents findings of a field evaluation of the
pilot phase of a project to assist small businessmen in rural
trade centers in Malawi. The study was requusted by the Govern-
ment of Malawi (GOM) - Ministry of Trade and Industry (Appendix A)
and commissioned by the United States Agency for International
Development Office in Lilongwe (USAID/Malawi). Partnership for
Productivity (PFP), an American private voluntary organization
(PVO) which had established the two-year pilot phase of the
Development of the Malawian TraZers Trust (DEMATT), submitted a
proposal to USAID/Malawi to assist in funding the five-year
second phase. This field evaluation has been charged with two
principle objectives:

1. to document evidence of the developmental

impact of the pilot phase of DEMATT and
assess the benefits and shortcomings of
the two-year program; and,

2. to provide inputs based on the pilot phase
evaluation that will assist in the design
and implementation of the proposed second
phase.

The team completed the objectives by conducting a four-week
field evaluation that examined the success of DEMATT in working
towards Malawian development objectives and in réaching goals the
program had set for itself during the pilot phase. The evaluation
studied DEMATT in light of two relevant national development objec-

tives:



l. to revitalize and encourage rural growth and trade by
developing a healthy private commercial sector in rural trading
centers; and,

2. to assist and train the Malawian traders who replaced the
Asian shopkeepers in a localization program which was completed in
1978.

The evaluation also considered DEMATT's own goals for the
pilot phase. 1In general these goals have been to:

l. develop a training model which meets the prevailing
needs of rural indigenous trader's in Malawi;

2. provide graduates from the training program who will
operate as rural extension business advisors and assist client
traders whc participate in the program; and

3. develop a systematic approach with clients that will
provide them with a method to make rational business decisions
and creave realistic goals for themselves that will ultimately

benefit the consumer.’

Field Questions

To evaluate DEMATT's success in terms of these national and
program objectives, the team developed a series of guestions to
guide their research and the writing of this report. These gues-
tions, which form the basis of orginization of this report, are:

l. 1Is DEMATT addressing the problems of the small
businessmen in rural areas of Malawi?

As this was a key linkage between DEMATT and the Malawi
objectives for rural development, the team paid particular atten-

tion to this point in each of the interviews. 2 strong effort



was made to discover the basic problems of rural traders and
analyze DEMATT's efforts to alleviate them.

2. Is the Trader Trust program providing sufficiently
prepared staff to serve in the rural areas?

The principle objective of the pilot phase was to educate people
in business skills and diffuse these techniques to the rural
traders. This required an examination of the recruitment, train-
ing, and deployment of the DEMATT staff.

3. Has DEMATT developed a systematic approach towards
its clients?

Another Trader Trust pilot phase objective that was reviewed
in terms of linkages and networking estzblished between clients,
field personnel, and an administrative hierarchy,

4. What has been the impact of DEMATT advisors
in rural trade centers?

The heart of the DEMATT program is dependent on the effectiveness
of its advisors in the rural trade areas and the skill they display
at encouraging rural traders to allow them to participate in their
business affairs. The evaluation focused on this at all field
sites by interviewing both clients of the business advisory ser-
vice (BAS) and aon-clients in the communities in which the
advisors operated. Trade centers without business ad" isors were
analyzed for comparison.

5. What are the micro and macro economic considerations
that limit the potential of the DEMATT program?

DEMATT does not operate in a vaccum in the rural areas of Malawi
and the success of a business management program may not indicate
the success of the rural trader. The team assessed the local
economic situation (competition.across product lines, community

income, business stability, etc.) which affect the program as



well as the national economic policies which have an immediate
effect on the small rural trader.

6. What are the major governmental and non-governmental
alternatives for assisting small businessmen in rural
areas and how do they compare to DEMATT?

If other training programs existed prior to and during the pilot
phase, their effectiveness in terms of results should@ be reviewed
by the evaluation team. The evaluation uncovered a number of pro-
grams whose purposes and activities seemed to overlap significantly
with those of Traders Trust (including several that are proposed
but not yet in operation). The team considered the relative merits

of these alternatives in light of the operation of DEMATT.

7. What recommendations should be made for the second phase
of DEMATT?

The evaluation of the pilot phase was made in context with the
proposal submitted for funding the second phase. This final
analysis critically examined the overall present performance of
the pilot phase and incorporated the field research into a dis-
cussion of the strengths and weaknesses of the current proposals.
These questions have taken into consideration both the
objectives of the Malawi Government and those of the DEMATT
organization. They formed the basis for the field interviews and
provided gereral guidelines under which the evaluation team

operated.



DEVELOPMENT OF THE MALAWIAN
TRADERS TRUST

Thepilot phase of che Malawian Traders Trust was initiated
by Partnership for Prouductivity, a PVO headquartered in Washington,
D.C. PFP established the program in cooperation with the Import-
Export Company of Malawil and the Ministries of Finance and of
Trade and Industry of the Government of Malawi. DEMATT was reg-
istered in December of 1979 and by March of 1980 the first field
staff for training had been identified. A general manager and
training officer were provided by PFP and funding was provided from
a consortium of PVO's called PACT (for Private Agencies Collabor-
ating Together),2 from the Government of Malawi (GOM) and from the
private business sector in Malawi.3 The private sector was unable
to respond with the amount of financial support that was anticipated
they were capable of supplying. The GOM provided additional fund-
ing to overcome this deficiency and at the present time is the sole

source of funding for the Traders Trust program.

lImport—Export Company is owned by two parastatals of the
Malawi Development Corporation (MDC) and Press Holdings Limited.

2PACT was incorporated in 1971 as a non-profit consortium of
private agencies engaged in development programs. Much of the
funding for PACT and their distributive financial assistance is
provided by AID.

3Funding for the DEMATT program from December, 1979 until June
1982 can be separated as follows:

PACT GOM Private Sector
1979-80 $47,552 0 $59,946) Expected
1980-81 $97,548 $26,881 - $17,756) to contri-
1981-82 $50,130 $90,660 $12,419) bute
1982-83 Extended to $107,527 0 ) $312,500

March, 1982
$195,230 $225,068 $90,121



The training model selected for the Malawian Traders Trust
was a modification of the PFP small-scale enterprise training
program in Kenya. Besides basic business knowledge and accounting,
the expanded program contained courses in community development,
local tax, licensing and trade regulations, large-scale manufac-
turing and distribution systems, small-scale prcduction operations,
local banking and credit practices, and public speaking. The
training program is based on the interaction between the business
advisor and his clients. The business advisor assists business
people in identifying their problems and devising a strategy to
attain their stated objectives.

Two training courses had been completed and as of June, 1982
there were 13 business advisors in the rural trading centers of
Malawi. Three area supervisors were located in places accessible
to several advisors, and two regional managers were in Blantyre
and Lilongwe, respectively. A deputy general manager had been
added to the main office in Blantyre and was working directly with
the general manager in administration of the program. All DEMATT
staff, with the exception of the general manager, are Malawians.
The PFP general manager was expected to terminate at the end of
June 1982 upon completion of the pilot phase. He has been extended
until October in order to train the deputy general manager to
replace him. A ten member advisory board of trustees was established
in April of 1979 with nominations solicited by the Minister of
Trade and Industry and approved by His Excellency, the Life Presi-
dent. DEMATT was made a statutory body in the spring of 1982 and
the crganization of the program became the direct responsibility

of the Office of the President and Cabinet (OPC). At the present



time, the general manager, deputy general manager and the members
of the board of trustees are all selected by the Life President,
and all funding, except that of the general manager's salary, has
been assumed by the Malawian Government. 1In effect the organiza-
tion has become more of a public than private operation,

A second board of trustees was appointed in April, 1982
with each member approved for a two-year term. The trustee boards
have provided direct contact between DEMATT and representatives
of the Ministry of Finance, Ministry of Trade and Industry, African
Businessmen's Association (ABA), Import-Export Compary, Chamber of
Commerce, INDEBANK, and a number of Malawian businessmen.

The busiress advisors were local.d in thirteen trade centers
throughout Malawi: three in the Northern Region, four in the Central
Region, and six in the Southern Region. Each of the advisors
established a portfolio of clients both within the trade center
and within a ten-kilometer radius of the center. Some advisors also
established clients in nearby satellite trade centers. There were
six such satellite areas. The first class of ten advisors com-
pleted training and were assiéned to the field in May, 1980 with
two of the graduates designated area supervisors. A second class
of eight field advisors joined them by March, 1981, bringing the
total to four supervisorsl and fourteen advisors. Due to unfore-
seen difficulties in the North, one supervisor was discharged from

the program and one voluntarily dropped out, creating some caseload

lTwo advisors from the first class were promoted to area
supervisors. .
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strain on the remaining advisors in the least accessible area
of the country.

The advisors established a local operating base in the centers
from which they worked. Each had between 15 and 30 clients with
a reported total of 272 active and semi-active entrepreneurs
participating in the program. The small-scale businessmen ranged
from rural traders {shopkeepers) and marketeers, to craftsmen and
small-scale producers, who currently make up 18 percent of the
Traders Trust clients. The number of clients and scale of enter-
prise was not limited by the DEMATT charter; the program was
available to all traders in the rural areas who request assistance

from the DEMATT business advisors.
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FIELD METHODOLOGY

The team selected to conduct the evaluation was headed by
Dr. Jerry Williams of the University of New Mexico (on IPA assign-
ment to AID/Washington) who was accompanied by Dr. Margaret Sarles
of American University (also on IPA contract with AID/Washington)
and by Lovewell Mkandawire of the Polytechnic - University of
Malawi. Although the roles of each team member were not absolute,
during the data collecting each identified with a particular pro-
cess. It was agreed in the first week of the evaluation that it
would be impossible (and illogical) to review the Traders Trust
program in a vacuum. The success or failure of a grass roocts pro-
ject such as DEMATT hinges very closely to the network of which
it is affiliated and to the competing or complimentary systems
that exist along side it within the country. It was also antici-
pated that the team would be able to relate the changing conditions
of the trader to the economic changes of the particular trade
center of which he i§ attached. Improved management techniques
may not breed success if the economic importance of the trade
center has diminished,

The evaluation cenhcehtrated on several aspects df the Malawian
Traders Trust program. The team was concerned about gaining a full
understanding ©f “he management and financial characteristics of
thé piibk: phHase,; ihelufing a review of the institutional network
estdblished withiii Malawi., The selection, training, and placement
of a&vlaors, supervisore, and managers was researched for adminis-

trative strengths and weaknesses. At the field sites sampled, much
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of the team effort was placed on gaining insights into the
impact of the business advisor on the rural trading center and
on business clients. To establish a control group from which

to measure the changes displayed by clients, a sizable number of
non-clients were also interviewed.

General resource information was collected during the first
week the team was in-country through interviews with people know-
ledgable of the Malawian Traders Trust program and/or familiar with
the general commercial picture of Malawi during the past decade.
The nearly two dozen interviews (Appendix B) with government
officials, private and parastatal business Inanagers, and personnel
involved with training programs provided an extensive amount of
input about the general conditions of trade that existed in Malawi.
The team also reviewed large collections of information and reports
contained in USAID files in Lilongwe and from Traders Trust files
in Blantyre. Much of this material accompanied the team on its
two-week analysis of fural field sites. Many of the reports con-
tained indicators of progress of field advisors, which could be
cross-checked with our data cbllected at the site. The first week
of work was important in establishing the prisrities of the field
evaluation and raising most of the questions that would direct our
data collecting procedures (questionnaires).

During a two-week period the team ccnducted interviews at
sixteen rural trade centers. Thirteen corntained active clients of
Trader Trust advisors and three did not. The map and accompanying

table (number coded with the map) indicate the location of sites
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TABLE A

INTERVIEWS AT TRADE CENTERS

Trade TT Govt. SE;I:EE TT Non- Total
Center Reps Official Chipiku sales Clients Clients Interviews ABA
1. Chinteche 1 5 6 3
2. Nkhota Bay 1 1 1 3 6 2
3. Mzuzu 1 1 2
4. Ekwendeni 3 2 5 2
5. Karonga 1 1 1 1 5 8 2
6. Rumphi 1 3 4 2
7. Mzimba 2 1 1 1 1 5 1v 2
8. Embangweni 1 1 3 1 7 3
9. Kasungu 1 1 1 1 1 5 1
10. Mponela 5 5 3
1l1l.Kasiya 1 3 2 6 1
12. Lilongwe 3 3
13. Mitundu 1 1 2 1 5 2
14. Mulanje 1 1 1 S 9 3
15. Luchen:za 1 1 4 4 10 3
16. Tuchila 3 3 1
17. Blantyre 2
18. Balaka 1 1
19. Mangochi 1 1 1 1 3
16 3 12 5 22 43 97 31

i
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and amount of interviews conducted at each. The field work began
in the north and required eight days of intensive and exhausting
interviewing. It was determined from the responses generated
during this phase that the southern portion of the country could
adequately be covered in a less comprehensive way.

At each site the field evaluation proceeded in three distinct
directions. Dr. Williams interviewed Government officials and
influential local leaders about the economic changes that had
occurred in the area during the past decade. He also investigated
the supply linkages to the outside through interviews with Chipiku
supervisors and private wholesalers. Dr. Sarles interviewed the
personnel of Traders Trust about their training and extension
services. She also interviewed client and non-client traders and
producers. Mr. Mkandawire focused on interviewing traders from a
guestionnaire (Appendix C) that was devised during the first week
in-country. The enterprises sampled at each rural site were often
selected on the basis of information provided by the trader advisor
and the Chipiku (wholesale chain of Import-Export Co.) supervisor.
Otherwise they were selected -on a purely random basis. Although
a large number of advisor clients are found outside the main trading
location (usually within a 10 kilometer range), it was determined
that our time frame would not allow us to include these dispersed
locations into our sampling.

The information collected from approximately one hundred
interviews in rural locations, in addition to two dozen interviews

with people in the urban areas, will provide the basis for the



following responses to a number of research guestions concerning
the Traders Trust program. This data will also support a number

of conclusions and recommendations proposed by the team at the

end of this report.
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FIELD QUESTIONS CCNCERNING THE TRADERS TRUST PROGRAM

QUESTION 1l: Is DEMATT addressing the problems of the small business-
man in rural areas of Malawi?

The evaluation team made a conscientious effort to discover
what major difficulties faced the rural businessmen. Boma officials,
wholesalers, business advisors, and shopkeepers were polled to
establish a rank-order of business problems as viewed by those
operating in rural trading areas of the country. Seventy-three of
the one hundred people interviewed provided responses with over
one-third of the sample coming from DEMATT clients. The three
leading concerns of the rural businessmen are stock supply, trans-
portaticn requirements, and capital or credit to increase the guantity
and range of stock (refer to Table B). The supply of stock was
an overriding problem throughout the country and was associated wih
a number of shortages in high demand goods (sugar, soaps, cooking
0il) that freguently occur in the rural areas. Supply problems
were also connected to transportation delays that occur cdue to poor
rural road conditions and the lengthy time gaps between ordering
and receipt of stock. This problem may also be related to the
"lack of wholesale choice" as oftén the two problems would be given
by ti.e same respondent.

The Trader advisor attempted to allieviate some of this diffi-
culty by advising on better management cf stock flow and ordering
high turnover goods prior to the complete sale of quantity on hand.
This did benefit a few clients, but since the major difficulty was
outside of the clients control, the BAS was unable fo effectively

address this problem.



TABLE B

RANK-ORDER OF PROBLEMS OF RURAL TRADERS
(73 Responses)?

Rank Proklem Responses Percentage
1 Supply of necessary stock 40 54.8
2 Transportation of goods to the shop 31 42.5
3 Lack Capital to increase stock
(22 responses) (30.1)
Lack Credit from local wholesaler
(12 responses) 34 46 .6
4 Lack of wholesale choice

(15 responses)
Control Stock into area

(5 responses) 20 27.4
5 Relatives as excessive drain on profits 15 20.5
6 Bookkeeping and records (12 responses) (16.4)
Illiteracy (5 responses) 17 23.3
7 Price control and price inflation 11 15.1
8 Credit repayment from customers 10 13.7
9 Lack of Government assistance
(7 responses) (9.6)
Licensing and Guaranteed loans
(5 responses) 12 16.4

10 Shortage of customers 4 5.5

aResponses were provided to standard guestions in SECTION B of the
questionnaire:
B-1. What are the problems of a rural businessman?
B-2. is supply a problem?
B-3. is transport a problem?
B-4. do you have problems with credit?
etc
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The trarsportation problem most frequently mentioned was
cost of moving goods from the wholesaler to the retail distri-
butor.l The situation was constantly mentioned by wholesalers
and trader advisors as they frequently worked with shopkeepers not
located in trade centers. Most of the rural shops are dispersed
throughout each district and stock must be carried by any means
available. The most common method used was bicycle which severely
limite@  the quantity. To hire a vehicle or pay bus fare (charged
extra for stock) would often aksorb more than the profit margirs
on the stock carried. Several businessmen in the trading centers
also cited transportation as a problem with some referring to the
rural businessmen in gene . . Most often the trade center shop-
owners made reference to the periods when they were forced to travel
to Mzuzu, Blantyre, or Lilongwe to purchase jitems that Chipiku
was unable to deliver to its outlying depots on time. The trader
advisor was only able to address this problem by creating an aware-
ness by the shopkeeper of how much could be absorbed by transportation
before he began Operating at a loss. The evaluation team did not
interview c'ients outside of the trade centers to determine if DEMATT
was helping them set a limit on transportation costs. Several busj-
ness advisors related that they had been unable to effectively involve
themselves in the problems of transporting stocks.

The third major problem , obtaining capital or credit in
order to increase his stock,was normallv given in reference to the

tight credit policy established in 1979 by Chipuka Wholesale (Import-

lParticularly in the Northern Region where the centers are
more widely dispersed and bus services are unavailable on many of
the roads.
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Export Co.) in response to a number of repayment defaults due to
bankruptcies Chipiku offered only a minimum credit line (below K500)
to most of its good risk rural customers. Since all credit decisions
were made at central headquarters in Blantyre, it was extremely dif-
ficult fcr local depot supervisors to raise the credit line. Credit
was much easier to obtain from private rural wholesalers and from
the Asians in the urban areas.2 The Malawian wholesaler is not a
nationwide alternative to Chipiku as there are very few who can
effectively compete with the financial and infrastructural resources
of tne Import-Export parastatal. Several Malawian wholesalers
(Nkhata Bay, Rumphi, Mponela, etc.) have gone out of business and
A number are only able to continue because of specialized activities
such as nuclear distributorships for a particular product line (pri-
marily Lever Brothers). The Asians still offered liberal credit terms
to establish customers and they have been able to attract a size-
able rural clientele as a result of the diversity of goods they
import. The Asian wholesaler was no longer accessable to the rural
trader (creating high traﬁsport costs) and the recent restrictions
on imports (balance of payment difficulties) have limited the ability
of the Indian tc obtain goods not available locally. The tight
money situation has already begun to tighten the credit system of
the Asians.

DEMATT has attempted to address this problem in an indirect
manner. Traders Trust was not established for the purpose of pro-

viding credit to its clients,3 but it was established for the

More information about gholesale changes in Malawi is pro-
vided in.,APPENDIX D. '

This was the assumption made by many members of the ABA and
a number of the early clients. They became disgruntled later -
it was discovered that DEMATT was an advisor voice only. Many with-
drew from the program. :
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purpose of assisting clients in becoming worthy of receiving credit

through maintanence of accounts and by becoming aware of the economics
of the operation of their business. An accurate accounting system
and evidence of a cash savings were mandatory for receipt of credit
with Chipiku or for a loan from a local bank. All clients were
learning to manage prcper accounts and several had begun to establish
bank accounts. When they reached an adequate level of stock4 and
sufficient savings, the Traders Trust advisor would work with them
on an application for a loan or credit.5 Banks in Malawi were
considering applications for loans from small-scale enterprises, but
excluding the farmer and the trader. No Traders Trust client was
successful in receiving credit as a result of the efforts of Traders
Trust. Several cases are peading (primarily producers who qualify
for Indebank loans) but the difficulty appears to be above the
level of Trader advisors and his clients and is an area iﬁi#hich DEMATT
will need to improve in order to establish continuing credigility
with its rural clients.

Many of the minor enterprise prcblems expressed by rural
traders have been addressed by the Trader advisors. The problem
of books and records (#6) was directly related to the major objective
of the DEMATT program. Only one of the clients responded that this

was still a difficulty (had been with the advisor three months) so

4Assessments of the worthiness of a shop for tax purpose, loan,
or credit was based entirely on the value of stock. The building was
not included as an ass.t.

5Few traders cculd distinguish between a loan or credit. Both
were associated with increasing their stock--regardless that repayment
of the loan included interest charges.
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that the problem was mainly that oi .ion-clients. Illiteracy as-
sociated with recordkeeping has not been addressed by the Trader
advisors, nor was there any indication that DEMATT had devised any
particular method of assisting the large number cf illiterate

traders. Individual adviscors developed ways of working through literate
members of the immediate family to assist the businessman.

Excessive drains on profits by relatives (#5) and overextensicn
of credit to customers (#10) were brought to the attention of clients
by DEMATT advisors through coaching them on sound mangement techniques.
This appeared to have little impact on ciients as far as extended
family obligations were concerned (both clients and non-clients re-
sponded proportionately) but there was a noticable decline in client
concern about credit repayments from customers. Clients tended to be-
come more cautious about credit facilitation.

Price Control (#7) and Governmental initiatives (#9) did not sur-
face as major problems perceived by the rural trader. This was contra-
dictory to the interviews provided by commercial leaders in the country
and from several of the discussions with Chipiku supervisors. Price
Controls in Malawi are effectively established by the manufacturer
who designates each succeeding level of control (manufacturing, whole-
sale, retail). The manufacturing and whclesale groups can effectively
lobby for the margins they need with the Ministry of Trade and Industry.
Although the ABA is a nationwide organization which is supposed to
represent the small trader, there is no evidence that they have been
effective in protecting a suitable margin of profit. Most locally pro-

duced goods carry retail margins of between 5§ percent and 15 percent
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on low-value items.6 This requires a supermarket turnover in order
to make the effort of supplying worthwhile. Most rural traders do not
have the means to carry this volume of stock.

In general the DEMATT program focused on one particular problem
of rural businessmen: sound management techniques. It did not address
itself to the two major concerns expressed by rural traders and has
been ineffective to date in obtaining credit for clients. The basis
of sound management interplays with all of these problems. In this
light it must be reported that DEMATT has not addressed effectively
the major problems of rural traders---as seen by those involved in

rural trade.

6The margin on similar items in small shops in the United States
(including 7-Elevens) would be from 25 percent to 40 percent.
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QUESTION 2: Is the Traders Trust program providing sufficiently pre-
pared staff to serve in the rural areas?

The recruitment, training, and deployment procedures instituted
by DEMATT developed a field staff with very special qualifications to
aid small businessmen in rural areas.

Recruitment. The field staff, including business advisors, area

supervisors and regional managers, were recruited strictly on the
basis of merit, following a rigorous and highly ceompetitive process.
This process was described in the quarterly reports and in interviews
with the general manager. To recruit the first training group of
ten, including eight business advisors and two area supervisors, the
General Manager advertised through the newspaper and received over
300 written applications for the positions. On the basis of the written
responses, a short list of candidates was drawn up to be interviewed
and tested, about 2 1/2 times the number of candidates finally accepted.
The test emphasized thinking and analytic skills, basic mathematics
and word problems, and map analysis. The interviews conducted by the
Board sitting as a panel, were designed to reveal the candidates' communi-
cation skills and persuasiveness, and provided necessary information
on the candidate's professional and academic backgrounds. The Board
looked foqéandidates with accounting and business experience who
were "articulate, sharp, and independent" and who seemed to show some
understanding of the small businessman. Candidates had to be eager
to live in rural areas and be willing to undertake basic community
development work. On the basis of the tests and interviews, the
final group of trainees was selected. This same procedure was fol-
lowed in selecting candidates for the second training group.

The result of this recruitment process was that even prior to

training, the business advisors and area supervisors were competent in
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many of the basic skills needed for the job, although some were

stronger in accounting skills, some in marketing, others in community
developmenrnt and advisory work.

Through interviews with the business advisors it became clear
that DEMATT was not successful in recruiting former business owners
as DEMATT advisors. However, the business advisors' academic and
profession~l qualifications were nonetheless impressive. All had
at least some accountingtraining, and three to ten years experience
in business. Nearly all had worked as accountants, while
a few had been business managers, buyers, or in other business areas.,
With about 30 applicants for every job, DEMATT was clearly able to
recruit a professionaily well gqualified staff.

In interviews with the evaluation team, every business advisor
volunteered that his eagerness to work in a rural area of Malawi
was a major reason why he was interested in working for Traders
Trust. It has been a commendable achieveme.at of the program to find
well trained, urban-educated Malawians willing to work in what
amounts to rural community development work. This motivation is
particularly imporcant in light of the national objective to revital-
ize rural areas. DEMATT is sending a corps of young, highly moti-
vated men with business and accounting skills out into the rural
areas, and they intend to remin there. It is notable that not one
has voluntarily left the program, though all have been in the field
for at least 19 months.

Training. DEMATT undertook two training programs for business
advisors and area supervisors during the pilot phase of the program,
both in 1980, plus one one-week in-service training course in 1981.

The initial training period of six weeks included four weeks in
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Blantyre using the Press training facilities and two weeks
in the field examining firsthand the problems of advising rural
traders. The course content and methodology were based on PFP's
accumulated experience with similar training programs in Kenya and
Botswana. Trainees were introduced %o the Problems of rural traders
in Malawi; their cultural, social, and economic environment; basic
business controls; financial accounting and business analysis; problems
of marketing and salesmanship; how to work with clients in the com-
munity, and special problems of manufacturers ang producers. The
week-long in-service training program in 1981 concentrated primarily
on methods of product costing., 1In addition, area supervisors were
given special training on management and supervision of the business
advisors.

The course was considerably more than a pPre-packaged module
imported from other parts of Africa. Although the DEMATT staff wa:
actively involved in the training, Malawian businessmen, university
accounting and business management specialists and government officials
whose policies affected small traders gave frequent presentations.

The training staff rejected Malcolm Harper's Consultancy for Small

Business as a textbook. This book is widely used in similar courses
elsewhere in Africa, but is not geared for the specific problems of
scale, price control, competition, import restrictions, transportation
and supply faced by Malawian businessmen. The training staff relied
instead on handouts of cases for students to work through, small
group exercises, short reading assignments written or provided by
the staff and lecturers.

One objective of the training staff was to organize the massive

Amount of lecture material, handouts, etc. and compile it into book
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form for student use. Unfortunately this has not been done, although
the training course has been given twice and the staff has had well
Over a year to systematize the course material. The result is
notebooks overflowing with cutlines, notes, lectures and comments,
very difficult for anyone to make sense of who did noc organize it

in the first place. One of the initial trainers had already returned
to the United States, so that the burden of course organization com-
pletely fell to the general marager. Until the training material

is compiled into some easily usable form, DEMATT training will either
be dependent on the current general manager or will have to begin
anew to develop a course applicable to Malawian business advisors in
rural areas,

Is DEMATT providing a training program useful to the business
‘advisors and applicable to the specific conditions under which they
work? Ultimately this can only be answered with reference to the
impact of the program on DEMATT clients and trading centers, of
course (Question 4). However, as a first step, the evaluation team
interviewed the business advisors, area supervisors, and general
manager on their own reacticns to the training and compared the
course content to the day-to-day assistance given by the business
advisors to their clients.

A. In interviews, business advisors were asked what they would
like to see in a new training program, what part of the course
content was most and least useful, what should have been covered
that was not, or covered in more depth, how much they usel their
training in advising clients, and other questions. | This evaluation
was nearly two years after most had completed training, of course,

and the sparse comments on course details reflected this. Nonetheless,
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the responses by business advisors were uniformly supportive nf the
training program they received; they found it highly relevant, well
taught, and comprehensive. A few wanted more emphasis on business
analysis. Their responses were certainly a tribute to the training
program. The 1981 in-service training program reflected the general
manager's perceptyons of the problems the business advisors were
having reaching clients and his own beliefs about where the business
advisors should be headed (with more emplasis on small scale pro-
ducers' problems); it did not seem an effort to compensate for basic

failures in the earlier training program.

The general manager's own evaluation was that more emphasis
should be placed in training on how the business advisor could
motivate clients. The evaluation team pursued this and found that
whilc in most cases the business advisors responded to the expressed
needs of *aneir clients on business methods and financial analysis,
in some areas their understanding of the problems of rural traders
seemed weak. First, their understanding of why clients dropped out

of the program seemed hazy‘l There have been a number of dropouts.2

4L, . . . . » .
Tn: information in this section was compiled from reports
turned in to the general manager from the business advisors.

2It was difficult to get an accurate reading on the number of ex-
clients, however, because some advisors included only those who had
been clients for at least three months (as DEMATT officially did)
while other included those who had been clients only briefly. The
general manager estimated the dropouts at 35; individual advisors
generally had between three and ten dropouts listed (which might
double the 35 figure). Business advisors classified their clients
as active, inactive, suspended or dropped. (For official counting
purposes only clients in the first two categories were counteo.
Inactive clients were clients seen weekly by the advisors who did
not seem to be pursuing actively their "business objectives.")
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The two most frequently given responses were clients' "lack of
interest" and clients' finally understanding DEMATT could give no
loans or credit. (Eight and seven out of eleven advisors gave those
responses, rerspactively.) Other responses were clients' “"lack of
understanding" or their refusal to work towards the business objec-
tives they had set for themselves. These responses are symptoms of
problems, not the problems themselves.

Secondly, while business advisors seemed able to find and work
well with committed, interested clients, they did not appear to have
as sound an understanding of the technical difficultues facing clients.
The responses were approximately the same as for the previous ques-
tion. The first was that "clients couldn't understand, " often due to
their lack of schooling. The second was that clients simply did not
stick to their own schedules for attaining their business objectives -
they left for the farm, or were stubborn, or changed their objectives,
cr did not want to change. Except for the specifircity of lack of
schooling, these responses again described the symptoms of a problem
rather than the reasons behind the behavior.

Finally, and most important, there was some variation between
the business advisors' perceptions of traders' problems and the pro-
blems expressed by the traders themsleves. (See Section 1) Some
of these differences could easily be explained by the professionalism
of the advisors; rather than just assuming a client needed credit,
he examined poor stock buying procedures, for example, to determine
the root cause of the problem. 1In other cases, bhowever, the business

advisor's training in business methods seemed to ill-equip him to
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understand the overall problems of his clients (Table 3). The

central problems of stock, credit,

and transport were not seen as

important to the majority of advisors as they were to their clients.

They tended, on the other hand, to
that were not apparent to the clients.

on these specific issues might g

see problems of poor planning

More focus during training

ive the business advisor a better

understanding of the whole business environment of his ciients.

TABLE 3

PERCEPTIONS OF PROBLEMS OF RURAL TRADERS

Problem Traders' Views (%) Business Advisors' View (%)

Lack of Stock
Lack of Credit
Lack of Transport

Bookkeeping and Records

54.8 (40) 36 (4)
46.6 (34) 36 (4)
42.5 (31) 27 (3)
16.4 (12) 67 (7)

B

. The training program had been responsive to the evolution

of the Traders Trust program, although the time is short to gauge

whether this responsiveness has been institutionalized. As one

example, partly as a response to clients expressed need for credit,

the program began to emphasize improving the clients' business

practices to make them creditworthy.

Area supervisors and the

managers worked closely with the advisors to train them individually

to prepare clients' records for this purpose. As another example,

over the last year DEMATT has put more program emphasis on rural

Small-scale producers. The inservice training course on product

costing helped develop some expertise among the business advisors

in advising small producers.

The advisors who were actively working
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with producers expressed scme uncertainty to us about how far their
expertise would carry them, and were uniformly interested in further
training. The advisors concentrating on retailers, however, did not
express this concern. As the program continues to evolve, once or
twice a year in-service training programs should definitely be in-
cluded to continue developing the expertise of the business advisors.

C. The training course meshed well with the activities under-
taken by the business advisors once they were in the field. BAs were
asked to rank order their tasks in terms of time spent each day.

They spent most of their time training clients to use basic business
records (cash book, debtors and creditors books, purchases book,
etc.), and in explaining business analysis. These were areas in
which they felt well prepared through the training program and, for
some, by their previous accounting expertise. It should be emphasized
that a high skills level in accounting and managerial practices was
not needed by the advisors. The advice they gave was relatively
basic. 1Indeed, if they had been highly trained they might have
found it difficult to relate to the small businessmen's problems.

It was the combination of an adequate level of skills, with a com-
munity development orientation, and the patience to wait a year or
two before becoming truly effective in the community, that made thgm
effective business advisors.

In sum, the training program has helped develop a cadre of
business advisors well trained for their jobs. The field staff was
enthusiastic about the course and felt it was highly applicakle to
their needs in the field. They spoke very highly of the training

staff and their approach to how to work in a rural trade community.
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The major weaknesses in the training effort during the pilot

pPhase were (1) the failure to produce the training materials and
textbook essential to any future training efforts and (2) not enough

emphasis on how to approach the biggest problems of credit, transport

’

and supply faced by rural traders.

Deployment. Although deployment is not usually considered

part of the preparation of field personnel, the DEMATT program used
the entry of the advisor into his new community both as a training
exercise and as a vehicle for easing his acceptance into the business
community. A large meeting was scheduled on each advisor's arrival
at his trading center, with local government officials, business
leaders and potential clients, and DEMATT officials present. The
business advisor introduced himself at the meeting and explained

what he would be doing in the community; DEM.TT and government
officials explained the program more fully and its importance to the
trading center. For some of the advisors, this was their first
public speaking before an unknown audience, good experience for

those who would be later making similar presentations in introductory
seminars in surrounding areas. Even more important, this meeting
eased the transition from trainee to advisor. Businessmen interested
in learning more about the program were invited to sign up on the
spot for a visit by the new advisor.

Summary. The recruitment, training and deployment of business
advisors appeared to have met the pilot phase objective of develop-
ing advisors to provide assistance to small businesses in rural
trading centers.

With the exqsption of one business advisor in Lilongwe, all are
deployed in rural areas. Their willingness to live in rural area
was a factor in the selection process; the two-week field exercise

9ave them a taste cfwhat their professional lives would entail in
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a rural setting. The result has been a program clearly based in rural
areas. This objective was therefore attained. Though the training
and recruitment procedure, as well as follow-up in-service training,
the program developed a cadre of well-trained young men able to give

advise on business management practices to their clients.
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QUESTION 3: Has DEMATT developed a Systematic approach toward
its clients?

An objective of the pilot phase was to establish a well managed
administrative system compatible with the organization's goal of
assisting rural traders. The evaluation examined administrative
Procedures and linkages, first between the business advisor and
the area supervisors, regional managers, and general manager and,
second, between the business advisor and his clients. An effort
was made to determine how institutionalized the procedure and patterns
of interaction had become.

A. Linkages and Procedures within the Program. The most im-
portant characteristic of the administration of DEMATT was that it
was squarely focused on strengthening the business advisor-client
relationship.

DEMATT was a strong, centrally-run organization. The general
manager kept close tabs on how a number cf clients were progressing
and he acted as area supervisor to the business advisor in Mangochi.
Every application from a client through the credit worthiness scheme
was personally reviewed by him. As a result, top management had an
extremely good finger on the pulse of field activity.

There were two regional managers, in Plantyre and Lilongwe,
and three area superviscrs in Lilongwe, Mzimba, and Mulanje. We
spoke with one regional manager and all three supervisors. The
regional manager, Mr. Ngosi, gave as his major responsikility super-
vising and managing field operations, followed by assisting the
area supervisors; assisting the general manager in the development
and management of the DEMATT program, and coordinating DEMATT activities

with other organizations were other responsibilities. The super-
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visors all defined their task as assisting the business advisor.

There was frequent contact between business advisors and other
administrators. Area supervisors held reqgularly scheduled meetings
with the three or four business advisors under hem. Each area
supervisor was responsible for about four business advisors. They
reported, and the business advisors confirmed, that they visited
each advisor for at least several days each month, visiting c¢lients
with them, making contacts with governmental, banking, and other
organizations, going over progress reports, etc. They worked directly
with the clients identified by the business advisors as potentially
credit worthy anc helped the advisor prepare the necessary financial
analyses to make a loan application. Regional managers also called
meetings of business advisors and sur >rvisors, and were freguently
in the field. The supervisors also expressed the desirz to get
together more frequently, because they felt they hal much to learn
from each other. The business advisors seemed satisfied with the
contact they maintained with DEMATT.

In addition to meetings, business advisors communicated to the
center throuch monthly reports (read by the supervisors and regional
managers) and quarterly reports (read by everyone, including the
general manager). It was interesting to note that when the general
manager suggested eliminating the advisors' monthly reports, the
advisors themselves Objected they did not feel overwhelmed by paper-
work and received positive reinforment on their work. The reports
advisors kept on individual clients were also read by the supervisors
and occasionally by other administrators. In shbrt, the patterns
of interaction were not a complaint; they seemed well established,

and seemed to encourage the business advisors to pertorm well.
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The stages in the development of a relaticnship between a
business advisor and a client were also institutionalized. After
the evaluation team interviewed twelve business advisors and twenty-
two clients, a very clear picture of client/business advisor inter-
action emerged. The process of developing a good client was as
follows:

1) at the initial introductory meeting to explain DEMATT

to the business community, businessmen were asked to sign
up if they wanted a visit by the advisor.

2) the adviscr begen his rounds of visits.Geographically, he

considered his home base the trading center and surrounding
areas up to a radius of six miles from the center. He did

take clients further away, however.

3) the advisor attempted to meet his potential clients every
week.

4) by the end of the third month, the advisor had a good idea
of whether a trader was likely to be a reqular client. Many
of the traders initially interested had faded from the srene,
nften because DEMATT offered no credit to them.
5) the advisor helped the trader set his business objectives
and work towards them. He visited the client weekly. He
established a file recording the client's business facts,
progress made, graphs of sales and purchases and other
guides useful to the client. The precise nature of the
assistance he gave varied depending on the clients objectives.
The essence of this system was the one-to-one relationship established
between the DEMATT business advisor and his client. In most cases,
trust and credibility were slow tu be established; the client only
gradually belie 2d in the discretion of the advisor. This was the
great strength of the DEMATT program. It finally resulted in clients
willing to change old business behavior patterns.
The importance of meeting individually and regularly with clients
was emphasized both in interviews with the business advisors and by

examining the client/business advisor relationship when the two were

separated geographically; in such cases advisors saw clients less
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frequently cn a one-to-one basis, and more frequently in seminar
settings. The business advisors adamantly believed that for traders
to develop permanently new attitudes toward their businesses and
better business management, the one-to-one relationship on a regular
basis was crucial. When an advisor visits an adjoining trade center,
usually by bus, one day a week and finds a client not there, he
cannot return the next day; as a result, there is less overall con-
tact, and less interest. Seminars, while they might succeed in
bringing together a group of traders, were not a good forum for
working on individual business objectives, and, as one advisor
pointed out, traders are afraid of ridicule by peers for showing
ignorance abcut business practices. The individual approach al-
leviated this problem, and built the client's sense of commitment to
managerial change.

The client files were examined in many of the DEMATT offices.
Advisors kept logs of their weekly visits and a number
of progress reports for each client. Most had graphs showing monthly
changes in sales and expeﬁses during the tiwe cthe client had worked
with DEMATT; this visual aid was mentioned specifically by some
clients with a sense of pride, as an indication of their ability to
understand how their businesses were doing. Advisors also kept a
progress sheet showing how each client was reaching his objectives.
This record was gquite sophisticated and used as much to train the
business advisor in how to think about the client as for any intrinsic
benefit to the client. The program seemed still be to experimenting
to determine how to measure client progress. This may be largely a
function of time, however, as most clients had not been with the pro-

gram long enough to have more objective measures (such as increased
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net worth, incveased profits, etc.) by which to measure success.

Overall, the administration of the program supported DEMATT's
objectives, focusing on the business advisor/client relationship.
Paperwork emphasized the approach the business advisor was taking
with his clients, rather than quantitative measures of number of
clients, for example. The field visits by the administrative staff
were also focused on the long-term on-to-one interaction with the
client. This systematic approach satisfied the clients and was one
of the strengths of the DEMATT pilot phase.

B. Evaluation. There did not appear to be a completely insti-
tutionalized method of evaluating clients' progress on business
advisors' work but supervision was excellent at all levels. The
general manager had developed several different forms to measure
client progress which were cumbersome although they seemed to be
important analystic exercises for the advisors. Esssentially, each
client and business advisor set a particular business objective, and
periodically the advisor attempted to determine progress towards it.
This was not a readily quantifiable process and required a judgment
on how fast an individual was capable of change. Nonetheless, it
seemed highly effective for the clients' own progress. Some clients
were at the stage where they were also measuring their own progress
and business success through monthly financial analysis of their
businesses.

The quality of the business advisors' work was scrutinized by
administrators at all levels, particularly by the area supervisors:
the program was small enough that administrators knew the strengths

and weaknesses of each business advisor well.
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C. The Procedure of Selecting DEMATT Trade Centers. One
process that did not appear well systematized was the selection of
trading centers for the DEMATT program. The trading centers were
initially chosen in the central and southern regions, since this
allowed the supervisors and managers easier access to clients and
business advisors, an important consideration in a piiol proyram.
However, the government felt it important to make DEMATT a national
program from its inception, so sites in the north, where supervision
has been more difficult, were also selected. (See Map 1.) The
selection of particular trading centers seemed somewhat arbitrary.
The general manager reported that he wanted to try the program in a
variety of settings to see what kind of difficulties might be
encountered in different locations. We did note that the 11 trading
centers we visited all had Chipiku whoiesale outlets. However,
very little baseline data was collected to make possible any valid
comparisons among trading centers. There was no effective assess-
ment of need, or comprehensive survey of rural traders before a trading
center was selected. A short and very incomplete survey was con-
ducted, but was not specific on factors important to traders (trans-
portation systems, for example), nor was it apparent how it could
be used in selecting or rejecting a trading center. As the staff
beaan the tentative selection of new trading centers for an expanced
program, there did not appear to be consistent criteria for selection.

The lack of good data on the trading centers may be one reason
why the selection process is somewhat arbitrary. Two possible

sources of information are discussed in Appendix F.
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QUESTION 4: What has been the impact of DEMATT advisors in Rural
Trade Centers?

A. Clients and Non-Clients. During the pilot phase of the DEMATT
program, the objective was not to effect change, but to establish
a structure and system that would eventually have some impact on
rural trade. Nonetheless, DEMATT had already had some impact on its
clients. Documenting the program's impact at this point provided
a benchmark of progress and, more importantly, offered valuable clues
about the impact that could reasonably be expected in the trade
centers. The evaluation team first looked at DEMATT clients, com-
paring their situation with non-cliénts. Second, and more tentatively,
it made an effort to assess probable community changes as a result
of the program.
The selection of criteria to measure impact was a function of what
data were available.1 Previous evaluations of training programs
have suggested some quantifiable indicators--the change in profits,
turnover, and net worth among the client population, for example--
as well as less easily guantifiable indicators such as the increase
in business skills among ﬁhe clients. DEMATT itself used a highly
individualized evaluation of how well & particular client seemed to
be working towards the business objectives set by him and his businés

advisor together. Using either a strictly quantifiable measure

]In addition to the questionnaires, the major data sources in this
section were individual client files. The team collected information
from every client file in four centers (and examined some files in
all centers), including sales, profits, net worth, and reports on skill
levels and business objectives. The data on the use of business skills
however, camz from direct examination of the businesses and the busi-
ness hocks kept by traders intheir stores.
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of business change or DEMATT's attainment of business objectives
posed problems. First, good business analysis records were kept

for clients on a monthly basis, but most clients have been with the
program for only about a year. Production and sales figures were
heavily tied to the farming and marketing cycle in the rural areas.
Only after the first year could month to month comparisons be made,
and even here any conclusions about the program's impact would be
highly suspect; the health of the local agricultural economy in a
particular year (and hence the consumers' incomes) is clearly the
dominant force in sales changes. Good time series data for measuring
business impact, therefore, were not available. Second, DEIIATT's

own evaluation, while excellent for the purpose it was designed for--
to assist individual clients--did not lend itself to aggregation.

The evaluation therefore concentrated first on comparing business
Practices of clients and non-clients. Table IV breaks down shop-
keeper business skilis.

The results showed a significant difference between the two
groups. Only one client kept no books at all, for example, while
over a third of the non-clients kept no books. 1In all categories
i business management, the DEMATT clients outperformed the non-
clients. The difference between the two groups may well be
underestimated by this table, since some of DEMATT's clients were
new, and many will presumably continue to improve their business
practices.

B. The Impact of DEMATT nn Small-scale Producers. About 18
percent of DEMATT clients were small scale producers. They included
carpenters,tinsmiths, tailors, a potential fishmeal producer,

quarry owners, and others. Although this group represented a small



TABLE 1V

SHOPKEEPER BUSINESS SKILLS

- Daily Purchases Creditor Multiple
eping Gast  LBwens  ofbebior Stock  Compuves Meltiole -
eeplng Book Book Books g keeping
Clients 1 20 18 12 12 11 8
Responding ) '

21 (4.7%) (95.2%) (85.7%) (57.1%) (57.1%) (52.4%) (38.1%)
Non-Clients 14 26 15 6 10 8 6
Responding

40 (35.0%) (65.0%) (37.5%) (15.0%) 25.0%) (20.0%) (15.0%)

(A
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proportion of the DEMATT clients, program emphasis on it was growing.

Most of these clients were relatively new, so measuring impact was
Premature. Some findings were made, however:

1) The program was spending relatively more time on producers
and less on retailers, although most time was still spent advising
retailers.

2) The advice sought by producers was somewhat different than
that needed by retailers. Both groups needed bookkeeping and manage~-
ment skills but producers needed much more assistance in assessing
market needs, finding new sources of demand, and obtaining financial
assistance for capital equipment. The business advisors, judging
from their monthly reports and interviews found this work exciting,
and the most important limitation in making an impact was their own

skill and knowledge. Advisors working with producers singled them

doing. Cases cited included, among cthers:
--a tailor assisted in developing the governmental contacts
necessary to obtain. large crders for school uniforms.
(Several other tailor clients were being advised on the
process of taking advanced orders.)
--a new fishmeal producer assisted in applying for a loan
for capital equipment.
--carpenters assisted in working out a contract for Southern
Bottlers to produce wooden crates,

The credit worthiness scheme also appeared to be emphasizing pro-
ducers. Two clients had loan applications ready} both were pro-
ducers. Two others, one a tinsmith and one a tailor, have appli-
cations at the regional manager level.

If this focus continues, the proéram may soon have a significant

CesweilooN producer clients.
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C. The Impact of DEMATT on Wholesalers. Very few wholesalers
were clients of DEMATT. Yet this is an important source of clients
because of their econcmic importance in the trading center and
their linkages to retailers. Furthermore, as this evaluation has
shown, private wholesalers are under duress, Their sole non-govern-
mental sources of goods, the Asian wholesalers in the large cities,
are finding it increasingly difficult to operate and are less able
to extend credit to African wholesalers in the trading centers.
Wholesalers in the Northern region and more isolated trading centers
have been particularly affected. DEMATT advisors may not work with
wholesalers becﬁ%e (1) wholesalers, like producers, have somewhat dif-
ferent and more sophisticated business needs which the advisors are
not yet qualified to give or (2) the problems they most frequently
have, transport, supply, and credit are not ones (with the possible
exception of credit) DEMATT is presently able to handle. More
emphasis on wholesalers might yield the following:

1) employment generation is greater here than in retail
stores, due to size and the need for érivers, stockclerks, and so
forth. This is a potential gain for the whole community.

2) the existence of wholesalers strengthens an entire trading
center. Retailers come in from outside the community.to shop; they
may hire local transporters in some cases to deliver their goods.
New retailers are attracted to the trade center because transport

costs are lower.
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3) There are important linkages between a healthy wholesaler
and healthy retail market. Local retailers can make better profits
because their transport costs are lowered, and, in turn, purchase
more stock from the wholesaler. 1If there is more than one wholesaler,
a competitive situation may lead them to offer a wider variety and
greater guantity of stock and better credit facilities, which
benefits the retailer and consumer.

In short, DEMATT could have a significant impact on retailers
and on the trading centers by working on the wholesale linkage in
the distribution process. The Asian communities had such linkages
previously; Chipiku does not offer comparable linkages; PTC has
developed its own, independent of private wholesalers and retailers.

D. The Impact of DEMATT on the Trading Cknter and Local Community.
DEMATT was considered a progressive, useful organization in the trade
centers in which it operated. Advisors worked closely with local
government officials, Import-Export, and the rest of the business
community. The 12 supervisors of the Chipiku stores interviewed
praised the program's intent and the skills of the business advisors.
They often donated free office space to the DEMATT advisors and
provided other assistance. They also referred their own customers
to DEMATT, particularly those who seemed to be in economic difficulty,
or who were uncertain what stock to buy, or who wanted to become eligibl
for Chipiku credit.

The local organizations with which DEMATT worked varied from
trading center to trading center. In Mangochi, for example, the
national bank referred its local clients requesting loans and over-
drafts to the DEMATT business advisor, who explained the differences

between credit and loans and assi-ted the applicant in preparing
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the financial analysic of his business required by the bank. 1In
other areas, the District Commissioner provided assistance and
support. The evaluation team found no trading centers where DEMATI
was viewed with dislike or suspicion.

It is too early to measure the overall economic impact DEMATT
will have on the trade centers. Each business advisor could handle
approximately twenty clients at any one time in a community. The
trade centers varied in size from about 10 to 70 small businesses.
Given some turnover among clients, the cumulative effect on the
business community could be impressive. The DEMATT business advisors
and area supervisors had also become an important rural resource
themselves. The program represented an infusion of technically

skilled, business—oriented expertise back into the rural areas.



QUESTION 5: What are the micro and macro economic considerations
that affect the potential of the Traders Trust Program?

Regardless of the administrative capabilities of DEMATT, there
are numerous exogenous variabkles operating in a rural area that may
curtail the operation of a trader who has adopted souné business
management practices. Some of these influences are: a) the change
in the economic status of a trade area and the indirect impact on the
individual shopkeeper; b) the focus of the government on creating
ne'w planned unit centers in areas where former trade centers had
recently been reoccupied by Malawians; c¢) the formation of a para-
statal nationwide retail chain in direct competition with Africard
traders; and d) the lack of diversity in stock and the rigidity of
price control as instruments of business failure.

During the initial briefing by the Principle Secretary of the
Ninistry of Trade and Industry, the team was directed to look at the
rural trade centers that were affected oy the localization policy
from 1976-1978. The Secretary related that "most centers are
occupied, but many are failing. Stores open and shut fast--some
have a complete lack of stock." All but one of the trading locations
the team surveyed had previously been occupied by Asians (Mitundu
was te exception--although Kasiya #2 existed as a separate and
distinct non-Asian center.). The purpose of sampling some of the
places for a more thorough analysis of trade transition was to
establish what scale of shop closure had occurred and determine if
it reflected an economic decline of the local trading area. This
data was correlated with local economic figures (when available)
to determine the business trends in the community. 1In practically
every center there were vacant shops purchased from Asians that

had either gone out of business or had never opened. The number of
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vacancies ranged from four out of fourteen shops in the Nkata Bay
trade center, five out of twelve in the old Asian section of Ekwendeni
and two out of seven former Asian shops in Embangweni. The team
decided to measure these vacancies in light of the economic support
base of the trade area. The questionnaire to traders inquired about
opening and closing of shops in the trade center and additional inter-
views were held with wholesalers and informed local people about the
reasons for failed or vacant shops. Most of the empty shops did not
appear to substantiate that the economic condition of the center

was declining. A number of the buildings were purchased by civil
servants, some assisted bv the National Loans Board, as a matter of
speculation or for future employment following government retirement.
There were also vicant buildings as a result of business failure,

but not from lack of customers as much as over extension on a loan

Oor credit. Several of these former traders were still continuing as
entreprenuers in the community by operating maize mills or establish-
ing their wife as a chibukal salesman; the motive was to generate

cash to suppor. the license fee and costs of basic stock. Usually

for every shop unopened there was a large shop doing a healthy

volume of trade.

Government officials, wholesalers, and substantial community
businessmen related that most of the older trade centers could not
support all of the former businesses. The explanation most frequently
cited was that the Asians operated on a cooperative basis as a "family

community" where the African trader operates in direct competition

lChibuku is a fermented maize beer that is brewed by a public
brewery and distributed nationwide.
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with all other shops.2 The second reason (provided by three
different wholesalers) was that there has been a proliferation

of small retail shops in the bush since the localization period and
this has had a direct affect on activity at the center. Unfortunately,
compilation of community economic profiles was extremely diffisult

to manage as time series data was either not available or was
completely lacking. To determine the public and private payroll of
the area requires visits to each department or organizaticn located
near the center. None of this material is centralized or could it be
estimated by local officials. The best pPossible information avail-
able about economic change wculd be found in the National Sample
Surveys3 of 1968-69 and 1980-8]. The sampling of smallholders (in
units of 1000 population per sample area) provided information on
income and purchasing of durable goods. Unfortunately the 1980-81
survey has not beeqn computerized as yet and no material was available.
Anocther Seemingly excellent resource is the pile of MCE (Malawi
Certificate of Education) project Dapers which are completed each
year and stored for three years. One project analyzed the market
range of a commercial center and the economic transition within

the system. A group of students select this option each year,

providing & large quantity of papers at the MCE office (Zomba).4

2The speculation that Asian Trade Centers would have been
smaller if direct competition occurred was brought out in Dotson and
Dotson's, The Indian Minority of Zambia, Rhodesia and Malawi, 1970.

3Compiled and vabulated by the Department of Statistics of the

Ministry of Finance in szanoia.,

4A sample paper was loined to us and discussed by Brother Guy
Lachance, head of Geography at Zomba Catholic Secondary School.
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Much of the data is quantifiable and several papers would provide
cross checke of each other. ADMARC data on depots and income
characteristics of public agencies were not available on a time
series for comparison.5 Even so, the general consensus is that there
has not been a major decline in purchasing power, but that it 1is
more widely distributed. A reduced size c¢f a trading center does
not reflect economic decline, but may simply describe the real
situation from competition. In thesc cases, the success of the
trader may hinge more on the present trade saturation in an area
that may have surpassed the economic breaking point.

The Goverrment of Malawi has not shown complete support to
the Malawian trader who has recently entered trade in the former
established trade centers. Only two of the rural traders surveyed
(68 in total) responded that they had received assistance from the
government to go into bnsiness. The sale terms on nearly all Asian
shops were cash with some of the Asians carrying balances for up to
two yecars. Prices varied for the shops from a low of K2000 to a
reported high of K7000 (which may have incluced stock). One whoie-
saler was assisted by the National Loans Board (which most had never
heard of) and the other wouldn't feveal his source cf support.

The Malawian rural trader is generally new at the game of run-
ning a business. Most of them have been in business since 1976 (in-
cluding areas without former Asian traders). The cash purchase
of the shop represented an outlay of their career savings plus large

amounts supplied by members of the extended family. He frequently

5One year depot statistics did provide interesting 1980 compari-
sons between centers visited. H'wever, one year agricultural market
data does not provide sufficient material to make assumptions from.
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had little financial resources remaining to purchase stock, one of
the reasons there are many large shop buildings in Malawi containing
very few consumer goods (the other reason is mismanagement of cash
fiow). 1In line with these difficulties of the small trader, the
government has embarked on a program of policies that will tend to
increase his problems rather than allieviate them.

The Ministry of Agriculture, and recently the Office of the
Presid:.nt and Cabinet, have embarked on rural schemes called
Agricultural Development Districts (ADD's) and Rural Development
Programs (RDP's) respectively. The combination of these programs
covers the entire inhabitable rural area of Malawi.6 In both
areas there was a focus on the establishment of an Extension Plan-
ning Area (EPA)--Planned Unit Center in the ADD;s, and on Rural
Growth Centers in the RDP's. The schemes were nearly identical
in that the government would establish an agricultural center with
ADMARC depot, schools, clinics, market, and rurai road access from
the center throughout the agricultural area it intended to develop.
There would be places reserved for commerce and the government would
encourage (without financial assistance) the location of new rural
shops at the new centers.

The new planned centers may stimulate growth in some areas of
Malawi, but they are likely to also drain from the newly reestablished
old trade centers. The new market towns should be viewed as compe-
tition with *he likelihood of compressing consumer market areas. The
0ld Asian centers represent much capital in the fqrm of building

stock. If the government is trying to encourage capital investment

6There are eight ADD's: Karonga-Chitipa; Mzuzu, Karunga; Lilongwe;
Salima; Liwonde; Blantyre; and Ngala. These were bordered by ten
large RDP areas. .
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in new buildings, while at the same time the traders are severely under-
utilizing the existing structures, this appears to be unrealistic
and non-supportive of rural trade‘in general.

All products in Malawi are quite heavily controlled by the
government and import regulations become very restrictive during
periods of tight foreign exchange reserves. This hampers the import
of goods by private wholesalers (McConnell's and Asians) that can
effectively compete with the low-cost locally produced manufactured
items. The restrictions on these items will have an immediate effect
on the African wholesalers who depend on marketing goods not found
in the Chipiku wholesale network. They operate mobile van services
to rural trade centers with bulk discounted Stock they have acquired
from McConnell's and the Asians. They are primarily responsible for
whatever stock variation that exists between shops in the smail
rural trade centerscs. Import-Export presently controls most of the
supply of goods to the rural shopkeepers. As the Chipiku Wholesale
depots are mainly responsible for distributing home-industry goods,
all Malawian shops are stocked with these basic items (soaps,
materials, blankets, sugar, etc,); providing very little variation
between stores in a rural center.7. Import-Export does provide
additional services in the form of a mobile van service (in competition
with Malawian wholesalers) under the name of Marketing Services
Malawi (MSM) which provides ranges of .mported goods to local traders.

As a result of this extremely tight control on the flow of stocks at

7Even the monotoncus range of items can be altered by effective
Presentation. It became apparent to the team when a shop had an
attractive method of display that in most cases the trader had been
influenced by the advise of the Trader Trust advisor,
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all levels in Malawi, there is hardly any choice availakle to rural
shopkeepers. Thus all shops appear uniform, Quite frequently it is
the quantity of stock (most pProminent traders) which provides the
main trade advantage in a local area.

Gradually entering the rural Scene, at a time that traders are
limited by range in stock, is a parastatal retail network called
Peoples Trading CEnters (PTC) . PTC is the present evolution of a
form of retail chains in rural Malawi that have existed since 1950
under the names of Mandala, Kandodo, and Usiwatha (Press Trading Ltd.).8
Peoples Trading Centers presently operate in fifteen rural locations
and are under intense pressure to expand to more trading areas. pTC
which is owned by Press Holdings (Malawi Congress Party Executive
Council) is a growing commercial venture that includes wholesaling,
product pProcessing, transportation, ond retailing. Press Holdings
has also established a network of hardware shops in fourteen rural
Centers and has effectively taken Over the rural bakery trade,
operating mobile vans to all rural places from bakeries in Blantyre,
Lilongwe, and Mzuzu.

PTC has little competition for its products in rural Malawi.
The other major private chains have gone out of business (Mandala,
1961) or been forced to localize their networks (Kendodo, 1270,
Asians, 1978). There is no African independent trader who can com-
pPete financially with PTC and has the capability of stocking a similar
range of slow-turnover items that are extremely attractive in a eas

where they are normally absent. Although the stores appear to focus

8A general summary of private and public involvement in rural
retail networks is provided in Appendix E.
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on the local wage earners, the seasonal farmers who normally buy
from local shops (where credit is available) are also attracted by
the diversity of goods. Many local traders, with their basic high-
turnover goods, are aware that they will lose some trade to PTC.
They feel that they can remain in business by operating on week-
ends and evenings, extending credit, and providing disceounts (all
prictices unavailable at PTC). It appears that these maneuvers

put the small trader on a greater business edge and decreases the
capacity for him to increase sales, a necessary practice when his
goods generate small margins.

The implementation of price controls in Malawi have a great
effect on the operaticn of a rural retail business. The control of
pricing on items begar in 1968 and presently is "officially"
designated to only 8 commodities: matches; sugar; beer; hoe blades;
meat; petrol; dried milk and infant foods; and certain medicines.

In reality this is only the top of the iceberg in that practically
every item passed on to the retailer has a "controlled" price on it.
This evolved from a Ministry of Trade circular in 1973 to all manu-
facturers that it wouid assist the Ministry if they would notify

the government about any price changes they anticipated. This
System evolved into a control mechanism established by the Ministry
of Trade and Industry (MTI) in which the manufacturer's “notification"
became a "request for permission" to change the prices of products.
MTI believed that this system would provide some government input
into price inflat:ion (presumably for consumer protection) and reduce
the monopolistic control of product-lines in Malawi where market
forces cannot effectively work. The request for price margins by

the manufacturer is set at three levels; i@manufacturer; wholesaler:;

and retailer. This systum is designed to protect the manufacturer
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who can lobby for a suitable margin and dnes not severely jeopardize
the wholesale system which is largely parastatal and also has a lobby
mechanism. The greatest impact is on the independent rural retailer
who has no effective lcbby group and is in direct contact with the
consumer. The consumer has a lobby mechanism through the election
of members of parliment and by petitioning the District Commissioner.
Although there are eight officially controlled product lines in
‘lalawi, all Jocally prcduced goods and many imports have "recommended"
prices. The recommended list is passed on to retailers by the
wholeslae distributors who receive instructions from the central
olrices in Blantyre. There appears to be no concern about the neces-
sary margins to sustain a retail business after the margin percerntay2s
have been adjusted by manufacturers and wholesalers. Margins on
a wide range of items are from 5 percent to 12 percent without removing
transport and overhead. This compares with a suggested usually
minimum retail margin of costs (overhead/transport) plus 20 percent.9
This has a greater effect on rural traders, especially those
in outlying places with poor access to a wholesale distributor. The
trader does not have a clear understanding of how transport costs
effectively remove the profit margin on his products. Many of the
bicycle transporters are trip-employees of the storekeepers, an
overhead that is frequently overlooked. The rural trader is also
a low volume businessmen and cannot recover most of his transport
costs without dramatically increasing his volume. The Ministry of
Trade and Industr:r apparently is unaware of these difficulties

facing the retail industry in rural Malawi.

9Suggested by Mr. Robert Renshaw, formally with Import-Export
and now Director of Sales-SErvice. This was also verified by Mr.
Watson of McConnell-Kandodo.



Sound management programs may increase the efficiency of the
rural businessman and that alone may suffice to keep him in business.
However, there are numerous forces at play in rural areas that will
also affect the operation of his business. Most of these forces are
beyond the capacity of the DEMATT advisors to deal with, but the
problems generated may have a long-term effect on the present oper-
ation of their program. Rural traders are not completely isolated
from policy creation. The light at the end of the window is being
generated by PTC and Kandodo who also are impacted by price control
margirs (although they can generate profit by high volume). They
have spurred on an organization called the Wholesale-Retail Associ-
ation which was established to liason with MTI on issues of price
control and producer licensing. Rholesale Retail Association (WRA),
which has come forth as a result of the lobbying ineffectiveness of
the African Businessmen's Assocation (ABA), is composed of large
and small traders. Ry the scale of operations involved, the WRA may
become an effective arm of benefit to the rural retailer. The
general manager of DEMATT was requested to particpate in the organi-
zation of WRA. 1If the organization is successful in protecting
retailers and producers it will be.extremely useful that the DEMATT

program be associated with it.
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QUESTION 6: What are the major governmental and non-governmental
alternatives for assisting small businessmen in rural
areas and how do they compare to DEMATT?

One of the questions raised by the team in its assessment of the
DEMATT program was to determine if it was a replacement for any
existing programs and to decide if it duplicated any other services
within Malawi. We also reviewed proposals for new programs associated
with small-scale enterprise to provide recommendations for the in-
volvement or non-involvement of DEMATT. The following organizations
will be reviewed in terms of effectiveness compared with DEMATT:

The African Businessmen's Association; the Rural Trade, Education

and Training Committee of the Chamber of Commerce and Industry; the

Chipiku Rural Seminars Program; the Small Enterprise Development

Organization of Malawi; and the UNIDO Program on Small Industries

Development.

African Businessmen's Association (ABA)

During the course of the field evaluation the team inquired of
traders, advisors, and officials as to the role of the ABA in
assisting small businessmen. This was stimulated by conversations
with the Chairman and the Executiye Secretary of the Association
during our first several days in Malawi, and later reaffirmed by a
former Chairman, that the ABA was duplicating the DEMATT program.
The charter stated that the purpose of the organization, when it
was formed in 1967, was to channel the problems of the small business-
man to the proper government officials, to education the Malawian
businessman and to consult with him about purchasing and stocking a
fhop. The present leadership of the ABA stated that the branch

chairmen in the twenty-four districts were responsible for organizing
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seminars, inviting in business speakers, and providing advise on
business management. The ABA officials indicated that this was an
ongoing process, but with less emphasis (due to costs) than had
been previously given. Small traders were not the present focus of
the ABA. The concentration was now clearly directed toward the
transportation enterprises (lorries) and to small-scale industry.

The team made every effort in the field to determine what the
ABA had done (and was doing) for the small rural businessman. Thirty-
one of the seventy-two rural entreprenuers surveyed were members of
the ABA and several were chairmen of local committees. All of the
interviewees knew about the ABA, but most could not relate to
anything that they did to assist the local businesses. It became
apparent that the "seminars" were often held to persuade non-members
to join the association (annual dues retail K5; wholesale K10) and
provided very little educational assistance. Several traders
said that the ABA was presently focusing on the acquisition of lorries
for prominent rural businessmen. If this is true, they are at least
concentrating on a problem perceived by the trader to be one of his
greatest difficulties. There is no evidence that the ABA is effected
by or effects the DEMAYT program. = There were cases of suspicion be-
tween the local chairman and the DEMATT advisor, but in general they
operated in a cooperative manner. The Chairman of the ABA is a
member of the board of DEMATT which provides a direct linkage between
the two programs. Although it would seem logical that the two
organizations compliment each other in the field, this has not occurred.
Another parallel institution is forming, of which DEMATT is associ—'
ated, that may eventually éncompass the declining ABA. The Wholesale-

Retail Association (WRA) is focusing on the retailer and may effectively
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draw away this arm of support from the ABA, causing ABA to primarily
exist as an urban-based organization. DEMATT has not substituted for
or duplicated any aspect of the ABA program in rural Malawi.

Rural Trade, Education and Training Committee of the Chamber of
Commerce and Industry

The Committee was formed at the request of the Ministry of Trade
and Industry to assist the busjnessmen who had recently acquired
businesses (1974-1978) from tne Asians, The committee was able to
approach several crganizations (EEC, UNIDO, eic.) for proposals on
assistance for small scale enterpfise development. The Chairman
of the Rural Trade, Education and Training Committee related that
many responses for financial aid were offered, but most centered on
production enterprises and not trade (with the execption of the Traders
Trust). The Chamber of Commerce does not draw its membership from
rural areas and did not feel particularly responsible to the small
traders in those areas. The Chamber has no training school nor
provides funds for such purposes. Seminars are held (maybe three
times per year) in peri-urbarn areas of Lilongwe or Blantyre and
occasionally topics such as bookkeeping, banking, and other business
matters are presented. The people they reach are distinctly non-rural
and in most cases are prominent traders or small industrialists.

DEMATT provides no interference with the "Rural" Trade Education
Committee. The Chamber does not operate in any of the areas where
Traders Trust advisors are and does not appear to offer an alternative
that will reach a similar clientele. Although the goals of the Com-
mittee read as similar to DEMATT's:

a) monitor the business environment and climate of rural

trade and traders,
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b) educate them about any business trends and opportunities,
and c¢) train them as necessary and possible in business manage-

ment and developing their skills.

The lack of methodology and funding has kept this proposal pri-
marily on paper. It may be of sone advantage for DEMATT to maintain
its connection with the Chamber and could find them helpful in estab-
lishing gross roots business organizations. They cannot be tco far
removed from the rural trader as they are the only organization to
spell out in four stages the top four difficulties that were identi-
fied by the shopkeepers (import restrictions, transport costs, supply

shortages, and inflation).

Chipiku Rural Seminars

Chipiku and MSM, wnolesale outlets of the Import-Export Company,
operated a trader advisory service that began in 1975. The regional
officer would visit a Chipiku depot at a trading location and establish
a seminar for local traders while he was there. Sometimes the seminars
would last an entire week and would cover topics such as: cashbook;
purchase book; stocktaking} handling customers; and credit facilities.
Each trade center had a seminar about once each year. The regional
officer would also provide appraiéal forms to monitor progress during
the seminar and would also visit certain shops to check performance.

By 1980 Import-Export found the service to be too expensive (gasoline
costs) and when the government refused to provide financial assistance,
the program was stopped. This was approximately the same time that
Traders Trust was preparing to send advisors into .the field. Although
the goals of the two programs were similar, the methodology was
different. Where as Import-Export would hold large seminar ineetings

(as did ABA and the Chamber of Commerce) and possibly establish
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contact with only a portion of the audience, DEMATT reaches each
client on a mon-to-one basis and allows each to work for their own
goals at their own pace.

Import-Export had a training facility in Blantyre and had estab-
iished some preliminary agreement to allow DEMATT use cof the facilities.
The original negotiations between the president of PFP and the
Malawian government in 1978 created an ant“cipation that DEMATT would
become a branch of Chipiku and training would be provided by the
Import-Export staff. This fell through when negotiations did not
satisfy the relationship. 1In the field there is a strong (and logical)
marriage between the DEMATT personnel and Chipiku. Space was pro-
vided in a number of Chipiku depots for the local offices of DEMATT.
This appeared to the team to be the logical location for a trader
advisor in that the trader was required to visit the wholesaler
for stock which provided an additional opportunity for the client to
meet the DEMATT staffer outside of his business establishment. The
uffice at Chipiku was a convenient method of advertising the DEMATT
Sservices provided opportunities for the advisor to meet large numbers
0of non-clients. The Chipiku supervisor would also recommend the
DEMATT offica2 to a number of customers whko would express business
bproblems to him.

Import-Export did attempt to offer a service similar to the
JEMATT program for several years prior to the entry of Traders
Trust into Malawi. Their trained staff provided seminars for the
rural traders and provided basic follow-up throuqh occasional visits

to the shopkeepers place of business. Although Chipiku reached more
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traders, it was not as effective as the DEMATT one-to-one relation-
ship with its clients. There was also considerable confusion between
the purpose of the seminars. Some traders reported (as did several
Chipiku supervisors) that the purpose of the meetings was to dis-

cuss new products of Chipiliu and the skills training was a secondary
element of the seminars. There is no personal business advantage
gained by the advisor from the DEMATT service and all of the business-
men we polled were familiar with that. We believe that the DEMATT

service was a solid improvement to the Chipiku effort.

Small Enterprise Development Ofganization of Malawi (SEDOM)

SEDOM is an organization aimed at improving the skills of
Malawian small and medium scale producers. Financial barking for the
program is being provided by the European Economic Community (EEC)
which intends to funnel loans of up to K25,000 ($26,880) to successful
candidates which will allow them to become established in a small-
scale enterprise. The loan fund will be operated through the Invest-~
ment and Development Bank of Malawi Ltd. (IndeBank). The SEDOM pro-
posal is to beyin operation on a three-year pilot phase and to then
transfer it to an appropriate GOM cffice for administration. This
producer-enterprise program resembles the DEMATT process in that it
proposes to establish Field Operating Units (FOU), which like the
BAS is to encourage contact between the recipients of the service and
a near by advisor. The FOU will also coordinate the SEDOM program
with the local authority where he is posted and together they would

be responsible for resolving what small-scale producer projects are

appropriate (and desirable) for the local region.
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SEDOM is not a duplicate of DEMATT. The FOU is responsible for
direct contact with the small-scale entreprenuer and is expected to
provide him with technical assistance, identify and provide appro-
priate training needs, provide management and business training, and
develop direct access to financial assistance. The plan is to begin
in Blantyre, where a training center is to be established, and estap-
lish a Lilongwe center after the Blantyre base has matured. The
proposal states that "eventually it will reach the rural areas
as well." The DEMATT program also established a Blantyre training
facility and provided management and business skills training. The
advisors also work with local authorities in ide 1tification of rural
small-scale enterprise needs. SEDOM works with producers oniy and
does not incoiporate traders into the small business program. DEMATT
has recently branched into producer assistance (18 percent of its
clients at the local level) and is planning to bring in two Peace
Corps technical assistants to work with producers on technology anrd
skills.

There is apparent overlap between these two organizations, but
the team views it as complimentary rather than conflicting. SEDOM
will begin its program in the urban areas and will initially have
all of its staff and most field advisors in the immediate vacinities
of Blantyre and Lilongwe. DEMATT does not operate programs in these
areas and is most effective in the rural centers. They have experi-
ence in organizing and advising the creation of producer enterprises
(SOBO Box scheme, fish meal scheme, ox cart production, etc.) and
are capable of assisting the Field Operating Units in identifying
projects that should receive financial assistance. This emphasis on
producer advisory service should be encouraged to continue as long

as 1t does not interfere with the advisor service to the rural
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trader. If the FOU do become established in rural centers (as pro-
posed), the DEMATT advisor and SEDOM field staff should coordinate
their efforts in management and skills development. However, at
that point the DEMATT focus should be on traders and SEDOM on pro-
ducers. The general manager of DEMATT presently serves as a
consuitant to the SEDOM organization. There should continue to

be close contact between the two programs and IndeBank to assure

that they do not duplicate their field services.

UNIDO Program on Small Indusiries Development

This program is included in the report in that there is an
apparent connection between the SEDOM effort and the proposals
submitted by the UNIDO (United Nations Industrial Development Organi-
zation) advisor. UNIDO is apparently entering the small-scale enter-
prise picture in Malawi at a completely different level than DEMATT.
Their ir*ention is to work with small industries rather than focus
on small producers. There have been some suspicions raised that
>LDUM may also operate at this level and provide very little finan-
cial assistance to rural pfoducers. The team did not have an
opportunity to thoroughly investigate the UNIDO intentions in a
small enterprise, but we do not bélieve there shall be any overlap
or duplication of DEMATT services.

DEMATT is not the sole organization working with small scale
enterprise in Malawi, but its unique approach does provide it with
the lead in effectively reaching the rural businessman. There is
no real competition betweern DEMATT and other organizations who claim
to provide business advice to traders (ABA and Chamber of Commerce).

These organizations rarely reach the rural trader and do not provide
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individualized attention. The only trader advisory program that
Appears to have been supercedea by DEMATT is the Chipiku service
which went out of operation with the introduction of Traders Trust
advisors into the field. Chipiku offered only seminars on a once
per month basis to groups of rural traders and provided very 1little
individual follow-up. They were the only organization that was
attempting to reach the individual trader prior to the DEMATT pro-
gram, The team feels that the DEMATT advisory service is superior
to the efforts provided by Chipiku and hopes there will be continued
coordination between Import-Export and DEMATT in extension services
to rural traders. As DEMATT has moved into producer advisory
services on both technical and managerial skills, the team %elieves
they should closely collaborate with the newly introduced SLEDOM
program to avoid duplicating services. If SEDOM become effective as
an adviscry and funding service to rural producer enterprises, we
can foresee a rural development team possibility with DEMATT and

SEDOM advisors.
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QUESTION 7: What recommendations should be made for the second

phase of DEMATT?

Funding

(1)

(2)

The U.S. Agency for International Development should enter into

a funding agreement with the Government of Malawi for the support

of the five-year second phase of DEMATT. The team believes

that a relatively low level of funding will result in a pro-

gram that has high visibility and is capable of expansion.

The emphasis in funding should be on people development,

rather than creating a complex infrastructure.

As a Statutory Body, DEMATT should operate in close ccllabora-

tion with Import-Export Co., Ltd., for the following reasons:

a. Field studies showed that the Chipiku wholesale stores
(Import-Export) have established close ties with the DEMATT
advisors and a good level of cooperation, referring clients,
providing free office space, information on price changes,
etc. Chipiku was initially interested in sponsoring the
DEMATT program, but did not have the funding.

b. Both organizations have an overlapping interest in develop-
ing traders in rural areas. Chipiku maintains a number
of essentially unprofitable wholesale outlets in rural
trade centers, especially in the north and other isolated
areas, because it feels an obligation tc provide its
services throughout the country, regardless of profit.
However, it naturally welcomes any opportunity to strength
its own economic position by developing sfrong rural retail

operations.
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c. The Ministry of Trade and Industry does not have the field
orientation of Chipiku and DEMATT, and is responsible for
trade policies (licensing and trade regulation, enforce-
ment of price controls) that DEMATT advisors should not
be directly associated with. DEMATT advisors find building
credibility and trust in a community challenging enough
without this association.

DEMATT should, however, maintain close linkages with MTI,
which should continue on the Board of Trustees.

Program Orientation

(3) DEMATT should continue to be oriented towards development of
rural trade centers. Its rural-based trade development strategy
is unique; it is one of the few organizations working to re-
vitalize rural trade centers.

(4) DEMATT should continue to be built on a one-to-one client/business
advisor relationship. This tie has been the reason for its
iuccess in developing basic bookkeeping and business analysis
skills among a rural, often poorly education, clientele.

Earlier Chipiku and ABA seminars did not have a permanent
effect on traders' business practices. Group meetings to
discuss common problems may be appropriate but they should be
a substitute for, individual weekly contact between DEMATT
advisors and clients. One implication of this is that the
success of the prcgram should not be primarily measured by
the number of traders DEMATT reaches. The present ratio of

20 clients per advisor seems effective.
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DEMATT should continue its focus on medium and small scale
traders. To this end, the business adv® '‘v.. should not be
overly trained for their jobs. If their initial training is
significantly upgraded they may find the challenge of basic

rural community development work less appealing, be less inclined
to make a permanent commitment to living in rural areas, and

more eager to take on the more technically challenging problems
of large, rather than small, traders. DEMATT's efforts to
develop credit possibilities for traders, should similarly be

focused on small traders.

Program Administration

(6)

(8)

DEMATT should continue its localization efforcs. By the end

of the second phase, the entire organization should be localized
at all levels. There should be an appropriate period to allcw
for easy transition between the present general manager and his
counterpart.

The system of field supervision should continue with supervisors
living in rural areas, supervising and providing technical
assistance to approximately four business adv.sors each.

The training program should increase its emphasis on basic
trader problems of supply, transport, and credit and motivation
for business improvemant. Organizing the course materials and

a textbook must become a high priority for the training staff.
In-service training for field staff should be regularly scheduled
to upgrade their skills, maintain their professionalism as
DEMATT employees, and allow them an opportunity tc learn more

from one another.
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DEMATT Expansion

(9)

(10)

(11)

(12)

The DEMATT program should gradually be expanded, perhaps with
the eventual goal of having a DEMATT business advisor in every
trade center. The second phase, in other words, should expand
the program following the grassroots emphasis of the first
phase.

The development of a mobile advisory service, based on advisors
and supervisors visiting trade centers in vans to give seminars,
is not recommended because of (a) high transportation and
vehicle expenses, (b) the seminar learning situation is not

as effective as the one-on-one method presently used; the
money could better be spent by putting more people in the

t ading centers permaunently.

The development of a "credit worthiness scheme" should focus
on credit as well as loans. Specifically, DEMATT should
develop a joint program with Chipiku sc that DEMATT clients
who are recommended by DEMATT as credit worthy can receive
reasonable credit from Chipiku, without the security normally
required. DEMATT's coordination with SEDOM and the use of
INDEFUND loans for DEMATT small scale producers should con-
tinue.

In the second phase, DEMATT should continue to focus on
retailers and producers, but should also work more closely
with wholesalers who provide an important revitalizing force

in a trading center.
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Policies
(13) DEMATT should carefully assess current governmental practices

and policies affecting rural traders and trading centers. When
a policy on program clearly is detrimental to the interests of
rural trade, DEMATT should inform and work with governmental
officials to change it. The final success of DEMATT in re-
vitalizing rural trade centers and encouraging the growth of
pPrivate enterprise in rural areas finally rests on developing

comprehensive governmental policies that support these aims.
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APPENDIX A

MINISTRY (iF TRADF, INDUSTRY & TOUR(SM
P.O. BOX 30366
CAPITAL. CITY, LILONGWE 3
MALAWI

8th March, 1982

Mrs, Vivian Anderson,
USATD Director,

PeCe 30X 30016,
LILONGWE 3

cc : The Secretary to the Treasury,
P.0. Box 30049,
LILONGWE 3

Pear Madam,

THZ DEVELOPMENT OF MALAWIAN TRATERS
TRUST : PROPOSAL FOR USAILL FUNDING

Following our meeting in my office last wveek,
T had promised to be in touch with you ts confirm our
request for USAID funding which has been suovnitted to
you for your cnnsideration,

To begin with, I would like to clarily tha
position of the involvement of PfP/Interational in
this project. As it-is, the funding proposal. falls in
two parts, Basically a major part is tqe eequest for
USAID funding and about 5.7 per cent of the total
estimated cost conatitutes the PFP/Intermational continued
involvement entailing PFP/International techrical support
COosts as shown in the project proposal. Underlinairg the
involvement of PFP/Interviational is the need for some
continuation of collabdoration with privaie bodies which
havo the necessary expertise in executing the project.

It is eavisaged that in the one year {ransitional
period, as we move fFrom Phas> I to Phage II, ther2 will
be cecd to have a Chief Techaicael Advisor to assist the
Local General Manager. PfP/International, leing to-—date
the only familiar body, is assumed to eontirve providing
this form of assistance, However, we are fiexible in
approachs  We should accept any alternactive chould USAID

1l



comz with a proposal of their own considerirg +*hat the
funding to meet the invoivemant of PfP/Tnternat"nnil is
not firm as yets For your i1aformation it noc already

been proposed that a Malawian General Manager should be

in ©wost prior tc the beginniag of Phase II and the
prerent Generas Manager should assume the duties of the
Chicl' Techrnical) Advisor immcliately this happens,

We discussed the merii of evaluating the I'ilet
Fhase wid we agreed that this would te necessary ar it
1s onliy to be expected that any donor would wish to
know the effectiveness of the project befcre zmbarking
on a major finaneing programme such as Phese IT cf the
projecte In this respect, I would urge strondaly that
tozhiiacal assistance be sought to execure this ex~reise
in orler not to delay Fhase I1 of the pro_ect. Cur view
1s thiat, the eveluatiorn of the Pilot Phase ot -ul?d aleo
wfford us the opnortunity of ass23sirg in deiiaitive
Lerms th2 size c¢f financing relating to Phase II of the
projects It follows from this that the total =2stinmated

05ts prosented should [form the basis of our nagotiations

uS an'l when we bave the resulis of the evaluatior of the

Filo. Phase, Trere may as well be some minor mocdifications

.0 the project proposal requiring the revisicrn of the
projects This chouid not be a major problem and should
Hot 11 any way celay Phase II,

We ore cnxious to know USAID reactiion to ¢ =

propcsal and we should be most grateful For your
Jpbrepriite actiona

Yours faithfully,

7

o
//f// I

& Be L Malang
SECRETARY FOR TRALE INL.JSTRY
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APPENDIX B

INTERVIEWEES AT LILONGWE, BLANTYRE AND ZOMBA

Musa Njolwa, Principal Economist
Ministry ofTrade and Industry

Julius Malange, Principal Secretary
Ministry of Trade and Industry

Peter Grant, Economist of Price Inspector's Office
Ministry of Trade and Industry

H. M. S. Cnunga, Deputy Shcretary
Ministry of Trade and Industry

Muwila, National Rural Development Program
Ministry of Agriculture

B. M. Phiri, Deputy Shcretary
Ministry of Finance

Lugustin Bobe', Economic Advisor
Office of President and Cabinet

Vivian Anderson, Representative
U.S. Agency for International Development

David Garms, Program Officer
U.S. Agency for International Development

D. R. Harara, Training Director: McConnell/Kandodo;
Representative of Chamber of Commerce and Industry;
former Trustee of Traders Trust

Roy Burgell, General Manager
Peoples Trading CCnter Ltd. (Press)

Bob Rensiaw, General Manager
Sales Service Ltd. (Gutherie Holdings - Former
Bookers); Trustee of Traders Trust

Peter Watson, Group Accountant
McConnell-Kandodo (Gutherie Holdings)

Keith Jenkins, Chief Accountant
McConnell

Peter Rutherford, Lecturer; Business College
Polytechnic of the University of Malawi
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ZOMBA

1.

Mr.

Mr.

Mr.

Mr.

Mr.

Greenwel Mponela, Executive SEcretary
African Businessmen's Association

0. J. Chikawo, Chairman
African Businessmen's Association

Leonard Nemula, Accountant: Development Division
ADMARC

Chitsime, Administrative Officer: Deport Statistics
ADMARC

Moses Macunge, Group General Manager
Import-Export Co., Ltd.

Chiganda, Director
National S+tatistical Office



APPENDIX C

QUESTIONNATRE FOR SHOPKEEPERS

We

are working for the US govt at request of Malawian govt to find out what

problems there are in the rural areas and how we can help them.

History
I. When did you buy the store?

2.

9.

10,

How did you pay for it? Did the govt. help?
When did you buy your first license?

Is the store paid for now?

Did you buy it from an Asian trader? Y n
Where is he now?

Why did you decide to buy it?

- Previous experience in trade? Previous profession?

Is the store your only source of income? y n  what?

Did you mcve here to buy it? Y n From where?

Facts about the Store

1.

Type of store

Do you have any other enterprise with the shop?
Scone bakery? Grinding? Tailor?

How many paid emplovees do you have?

What are the biggest problems you have as a store owner? Any others?

Is supply a problem? Yy n

Of what mostly?

Who is your wholesaler?

Do you have a choice?

Do other stores of this place use them?

Do any companies provide direct delivery? What products?
How do goods arrive at your store?

Is transportation a problem for you? y n Why?

Are there more shortages than there used to be? y n Products:

S



6. Do you need credit or loans?
For what purpose do you need credic.? loan?
At present do you have credit or a loan?

Who has provided this credit or loan?

7. Do you support many relatives? y n
Can your business support these people? Yy n

Rural Trade in the Community

1. 1Is it getting easier or harder right now to be shopkeeper? harder
Why?

2. What shop is your biggest competition?
Why?

3. Have there been any new shops built here since you oper.ed business?
4. How many shops have closed since you opened?

5. Are you a member of the ABA? Yy n
What does the ARA do for the rural businessman?

6. How do most people earn cash in thig cammnity?

TT and Management

1. Do you know about TT? Yy n
What is its purpose?

2. Have you ever been a client of TT? y n
For how long?
If not, why nci?

3. Do you keep business records? y n
How do you record expenses and amount of money taken in?

4. How do you figure a profit?
Can you charge enough for items in your shot to cover vour costs?

If a Client

1. What has changed since you became a client? Anything else?

more profit? better control over money?
2. What else should the b. a. do? Wwhy?

3. Would credit advise help you? y n
A "mobile unit?"

4. Will there be a time when you will not need a business advie_r?

easier

,,](0'



APPENDIX D

WHOLESALE CHANGES IN MALAWI
1. Decline in the number of available wholesalers.

McConnells disappearance which used to service its own retail outl
(Kandodo - with over 60 outlets in rural Malawi) and other retailers.
It was private (Bookers Group Ltd.) with attendant advantages of the
private sector: profit-oriented and attentive to customers' needs
in goods and variety. Foced by the government to work only in urban
areas where hoth McConnell-Kandodo stores remain as major competition
to public sector enterprises of Chipiku/MSM and Peoples Trading Center
(PTC). Provide transportation at a cost; surely cheaper than every
retailer providing his own.

Again wholesalers were replaced by March of 1978. Nearly every
trade center until that time had access to at least one and on most
Ooccasions several wholesale outlets. The urban areas were very closely
linked through family networks to the rural wholesalers and there was
a free flow of goods backed by liberal family credit relationships.
The Asians who departed from the rural scene did not all resettle in
Malawi designated zones. Instead many migrated to England the the
United States as the urban areas were already concentrated established
wholesalers. This created a sizable vaccum in the rural trade areas,
but also restricted the backward linkages of the urban wholesaler to
the commodity import supplier. He no longer had the extensive line
of bulkbreaking to rely on and the cash credit to base his orders

upon.

et
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2. Rise of Chipiku as McConnell/Kandodo substitute.

It provides a real service, an absolute necessity since McConnell's
is barred from rural wholesale. It is clearly in the public sector;
many Chipiku managers we interviewed complained about the "civil
servant"” mentality of Chipiku employees. As an alternative to the
private sector it has the advantage of a national perspective. 1In
line with the national priority to develop the rural areas, it seems to
be willing to subsidize losses in the rural areas through its profits
in the urban areas. Indeed, many rural managers felt their own stores
ware probably operating at a loss. This priority may be laudable,
but the question arises if it is really necessary to operate at a loss,
since McConnell's seemed to operate profitably.

Certain characteristics of Chipiku work against the rural
trader.

A. Its monopoly position. Though it is willing to give dis-
counts to other wholesalers nearly all the traders we interviewed relied
primarily on Chipiku, and the smaller the retailer (and more basic his
stock) the more heavily he relied on it. First, with so many retailers
depending on the same wholesaler, the stocks in all the stores look
very much alike. The lack of variety means that stores compete not
only across product lines, but in terms of the exact samé goods.

The result is too many of the same stores, too few consumers for
them.

Second, its monopoly position prevents it from some activities a
competitive position would force it into: a wider variety of stock,
perhaps easier credit to retailers and some promotional activities,

closer marketing attention to consumer demands.
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B. 1Its centralized governmental decision-making. This was also
a constant complaint. The further from the centar--i.e., the more
isclated and rural the setting--the less attention traders and Chipiku
managers felt that Chipiku paid to them. They felt they experiences
more shortages and less attention to consumer demand (Karonga, for
example). Furthermore, as a governmental entity not concerned with
making a profit, the argument that this ina;tention to consumer demand
resulted in dissatisfaction and lower sales seemed not to be particularly
important to Chipiku.

C. 1Its credit policies. Chipiku gives very little credit to
very few customers. 1In some of the trading centers only 3 or 4 re-
tailers received any credit at all. Those who did were often given
absurdly low credit levels. Severai retailers had K400 or K500 credit
per month, one bolt of cloth might cost K96--so the credit might net
them 4 extra bolts of cloth. Some who were interviewed considered
this low credit almost an insult.

Credit policy is determined at the center; anyone who wants to
open a credit line must submit financial information, on which basis
the center accepts or declines the client as creditor and decides on the
level of credit. This has the advantage of preventing credit from
being extended due to local treindships and cronyism between Chipiku
managers and shop owners, However, it also means that the assessment
of the person closest to the scene--the local manager--is not taken
into account. People who are credit worthy and resonsible are denied
credit as a result of this decisionmaking policy.

Good business management and credit worthiness are at present not
sufficient characterisiics to assue Chipiku credit. Many business

advisors could point to a number of clients whom they felt were



excellent candidates for credit, but who knew they would never be
given credit.

Chipiku's policy contrasts sharply with private wholesalers in
Blantyre and Lilongwe who exended long lines of credit to good
clients. We talked to clie- ks who regularly had K30-60,000 out-
standing in credit with private wholesalers, but who got no or very
small credit from Chipiku. The credit allows retailers to build up
their stock.

D. 1Its transportation policies. Chipiku is located in 31 rural
trade centers, but provides no transportation facilities, either paid.
or free, to the thousands of retailers who rely on it. A,a.1, this
contrasts with private "mobile" wholesalers (many of whom also buy
much of their stock from Chipiku) who truck their goods to the retailers.
One wholesaler, for example, had his van going on its run through the
north region, stop at over 400 places. Chipiku's policy is costly and
time consuming. Clients must rent private transportation, use the
bus or furnish their own transportation-a very expensive proposition.
The private wholesalers which figure in their transportation costs

in their slaes price, charge the same price as Chipiku.



APPENDIX E

RETAIL CHAINS IN RURAL MALAWI®

In Nyasaland early trade was dominated by large companies who
could absorb the cost of transportation for imported goods which
was beyond the means of the small entrepreneur. The first to appear
in 1878 was the African Lakes Company (commonly known today as
Mandala) which was organized to serve the nissionary stations located
throughout the country. Beginning as mud and wattle trading stations,1
the bush statiors sold to missionarys and traded with local Africans.
By 1930 there was a Mandala shop in every district headquarters
and substantial branch shops located near all majcr mission posts.
The increase in pioneer settlements and colonial administrators
brough an increased demand for imported items, providing a demand
for the Asian trader who was introduced to ths area by H. H. Johnson
near the turn of the century. The Asians rapidly established a
network of trading families that connected Nyasaland to the Indian
Ocean (via Quelimane and later Beira) and opened a liberal import
operation with major firms in Blantyre and Limbe. The urban-based

fiims recruited relatives and family friends to British Central

qInformation for this summary has been provided by: Mr. Roy
Burgell, General Manager of PTC; Mr. D. R. Varara, Chariman of Rural
Trade Education Committee of the Chamber of Commerce and Industry;
Mr. Peter Watson, Group Accountant for McConnells-Kandodo; and by
Mr. Moses Macungue, Group Ceneral Manager of Import-Export Company.

bRefer to accounts in Dotson and Dotson's Indian Minority of
Zambia, Rhodesia, and Malawi (1968), Chapter two.




Africa ard provided the financial support to establish retail-
wholesale outlets throughout rural Nyasaland. By 1930 the rural
areas were dotted with Asian trade clusters, many of them located
in the trading places established by Mandala.

Following World WMr II there was a rapid increase in the
European population in Nyasaland along with large increases in cash
remittances from wage migrants to the rural subsistent societies.
This increased the competition between European retail-wholesale
networks and the Asians, with McConnells-Kandodo establishing in
over sixty locations throughout the country. Bookers Ltd., the
parent company of McConnells-Kandodo, effectively eliminated the
operation of Mandala retail outlets. Mandala closed its shops in
1961-62, selling most of them to Asians, and concentrated their
holdings into tea, tobacco, coffee, and rubber.

Kandodo was informed by the Government of Malawi in 1968
that localization of its rural shops was expected to cccur by 1970.
Press Holdings, formed.by the Malawi Congress Party in the mid-1960s,
created the Malawi Development Corporation (MDC) which formed a
partnership with McConnells-Kandodo (as a national security reason)
in 1969. This operation, called the National Trading Company (NTC)
existed less than two years, resulting in tremendous losses (which
may have beer paper losses presented by the unsatisfied partner
represented by the Booker's General Manager). ..C held 51 percent
of the shares in NTC and when the LIfe President dissolved the
partnership in 1970, the rural assets of Booker}s-Kandodo were

acquired by MDC. Booker's from that time on (effective by 1974)



were limited to wholesale and retail distribution from townships
only, allowing them to operate in Blantyre, Limbe, Zomba, Lilongwe
and Mzuzu.

Press took over the operation of retail outlets in 1970 as
Press Trading Limited and operated part of the Kandodo stores under
the name of Usiwatha. Approximately fifteen of the former Kandodo's
were sold te African businessmen. Usiwatha was connected to a
parent operation called the Import-Export Company which supplied most
of the rural shops through a chain it was developing called the
National Wholesale Corporation. Press Trading Limited (PTL) operated
at a loss until 1976 when the company was reorganized under new
management and called Peoples Trading Center (PTC). Many of the
losses that occurred from 1970-76 have been blamed on poor adminis-
tration and lack of trained personnel (although most Usiwatha,
Import-Export, and NWC employees came directly from Booker's opera-
tions). It was also apparent that the new corporation was experi-
encing problems by competing with the established Asian networks.

The Asians were encouraged to transfer their rural operations
to Malawians as early as 1970% and by 1974 a localization policy
was passed that would effectively remove the Asians from rural trade
by March, 1978. Asian wholesale-retail networks are now confined to
Blantyre, Limbe, Zomba and Lilongwe. The rural areas in 1978 had

been effectively abandoned by all commercial chains that would

cRefer to James R. Hooker, The Businessman's Position,
Observations on Expatriate Commerce in Malawi, (May 1971} American
Universities Field Staff Report.




provide competition to the parastatal operation.

Peoples Trading Centers operate supermarkets and superettes
in fifteen rural locations. PTC is a subsidiary of Press Holdings,
which is owned by the executive council of the Malawi Congress Party
and chaired by the Life President. Press also controls 49 percent
of Impourt-Export and 40 percent of MDC which controls the remaining
51 percent of Import-Export. Press Holdings has effective control
of operations of all retail (PTC) and wholesale (Chipiku-MSM) chains
currently operating throughout rural Malawij. Press Holdings also
cperates Hardware and General Dealers stores which are located in
fourteen rural centers and Press Bakeries Ltd. which operates mobile
van services to most rural traders from Blantyre, Lilongwe and Mzuzu.

PTC functions independently of Import-Export Company and
operates a centralized wholesale system of its own in Blantyre.
Peoples Trading has recently branched into processing and packaging
high demand items (such as cooking o0il) at a Blantyre factory. The
management of PTC also operates two smaller rural chains, Chikoko
Trading and Chinwari Trading (CTCs), of which there are nine shops.
Both chains are owned solely by the Life President. PTC is under
extreme pressure to open more outlcts in rural areas,vas it carries
basic stocks largely unavailable to independent traders. The stores
primarily serve the wage earners of a rural center, but the extensive
range of stock they carry also attracts the Customers who normally

purchase from the small independent businessman.

>
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APPENDIX F

SOURCES OF INFORMATION ON TRADING CENTERS

One possible and unique source of information is the yearly
MCE Coursewocr project in geography. One of the pProjects suggested
is a comprehensive analysis of the sphere of influence of a small
town or trading center in Malawi, including transportation systems,
marketing, and other subjects of importance to DEMATT. A copy is
attached.

A second source is the National Statistical Office in Zomba,'

which will soon be putting out a new National Sample Survey of

Agricu.iure. Most of the information they collected on agricultural

areas (including consumer patters of farmers) has not yet been
processed, although Mr. Chirganda, Director, indicated his agency's

willingness to process data of special interest.



+ ULIZICE OF SMALL TOWN OR TRADING CENTRE

:OFIC:t The sphere of influence of a small town or trading area,
## This project is to study & town cr trading area to determine how important it is
ard the area that it serves.

Introductinn and Aimi Toll what the projeot is about and the purpcse for doing the

study, what you are trying to find out etc., -

Location: Give the poaition of the town or trading centre (the region, district,
distance from towns etoc). Give the site (the goneral reliof, altitude,
water supply, communications etc.)

Is it in a good locati~n in the country? Why?
Transports Is the centre sasily accessible (reached)? What kinds of transport are 4
" available? How is the town linked with the outlaying towns, villages and
area?

Furictionss What functions does this town or area serve, eg. marketing, education,
healih, political, social, religious etc. Tell how many of thesgs services
there are (how many markets; stores etc.) to serve the people. Locate
examples of these places on a map of the town or area.

sphere of Influence: The sphere of influence means how many people are served by

this town, what s.eas rely on it, and how important it is to
the area and the peorle. 1n order to-know this it will be necessary to
talk to the people who have come to the town. 6o to the different service
areas, the hospital, stores etc. and talk to the people; Ask therm:
1-where they are from and how far it is from the town and how they trave-
1led there (have & map of the area with you to mark the aifferent
villages on) '
2-why they came to the area or town
3-how often they come to the town
4-if this is the main cenire for them or is there arother onc where they
often go as well )
S~how important is the town for them, i.e. if this town did not exist wh.t
needs of thoirs would not be met.
‘~do they live in the t~wn or ares or do they come tl. to only for employ—
ment and then return vo their home arca.
w213t all of the villages and areas that the people came from on a map. These
.reote. villages that rely on this town for some or all of th.ir nce .. For each of
Lieuu @ices. 1. Give the distance of it frow the town or trading CulaCTu,
2« The method of transport used to rcach the town.

An=lynig: Now take all of the informatien you have gathered and draw .some

cenclusione about it., For examplet

1. What factors seem to make this town one of importance: is it the
location, services it providas -etc? .

2. Does the density of the population have any influence on the 1mportaiicy
of the town. Does the population make the town or the town make th.
population? : ‘ _

3. How large of an area does the town serve? Measure from tho town in all
direotions to the villages it servos. Whero docs it secm to have th:
most influenco-the area on the west, cast, north, south? Arc¢ there -...-

- @eographical factors to explain this (eg. 1s the relief more favourctl.
- for some villages so the plaoce-is easier to roach than for other
" villazes or does it hinder oommmnications, ate.)



Conclusion: Summarize what you have learned. Does it seem that the arca will grow

or dscline in influence in the yoars ahead? Why?

Comparison: You might travel to the next major centrc from this onc. Find out which

places are gorved by it or 1f mome peoplo use both areas equelly or iy
Some servioces arc provided at one place and not thu other. Then in your
conclusion tell whioh plaoe has the better chance for ;rowth etc.

}ivliosraphys Any books used to provide information or any people who helped with

the atudy should be ligted. Books are given by title and author,

Pe.sinle Maps: To show the reginn, district where the arc: is located; to show the

1\:

5ito of tho area; - _ - the communication aviilable; to show the main
scrvices provided; - -y .he area sorvel and the viliares dcaved; to
show the density of population; mothods of travel.

2airle chartss To show tho number and kinds of survices providud; to shew how

)

mainy pcople coma to the area from other villages, how znny work thure,
trade thore olc.; to show how often th¢ pooplo inturviowed comz tn tho
centre etc.

i8¢ ara guggested cuidclines to help you in carryingz out your project. You are
Yool A use youwr own imagination and initiative.



THE DEVELOPMENT OF MATAWIAN TRADERS TrusT
A SMALL-SCALE BUSENISS ADYVISORY SERVICT:

P.O. BOX 1540 - - BLANTYRE - MALAWI -~ TELE PHONE 65" 406
L ‘;l‘, ! ’)r l"f:' """,l‘l
T I T
11 Anril, 1983 ' { A ) 1o ,l}\/ l) e Rl O-7--A

Mre David J. Garms,
UeSeAeIeDs

Pe0s Box 30016
Capital City
LILONGHE 3.

Dear Mr. Garms,

I enclosge hercwith our policy staleouert whichyin a nutshell, cxplains whal DEMATY
is, ity activities and its acpirations, Truec, it does not o into detoils, but
does bring up into prominence the major arcos of its concorn and its methodology.

The problan iv vasl and fowmmideble,  Bub T o trying my best throueh ciroulars
and inescrvice Ltraining Lo uperode my ficld cdalt in consulloney worls and myriad
probloms involved dn it,

This approach te treiming Lo dndoed Dufficiondy bub T Slronely believe that
rotwilhoandicg: ate bedngy o veraten on Lhe reeiace, it will yet pay dividonds in
the lons futurae s develeprient work 1o ool o one de ay's jobe I would appreciate
thougi, any meons of acerlerating it, Lavines oo _[Lu' succeaded to come deprao
motivating my ficld statiie

¢ oin

The addrcosses of che other mambras of Jowr delepation are not elesr on Lie card
was dvene Ty 0 therctore reauect youwr fovowr bo cond them o copy cach of the
enclored "'t"'l}(‘lfl-ll'lr For Ahele permaale Lo bheir gun soversd wayiy they may have
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BUDGET ADDENDUM

Breakdown of cash contribution

FY 1 FY 2
GOM 113,360 117,894
USAID 333,274 388,927

OVERHEAD @ 24.2%

TOTAL PROJECT COST

OTHER CONTRIBUTIONS

GOM IN KIND
Clientele Equity

TOTAL

FQPTITOlI EQItTDMS::

Fy 3
122,610

429,107

FY 4
127,514

572,247

FY 5
132,614

353,261

TOTAL
613,992

2,276,816

550,990

3,441,798

146,522
200,000

346,522
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Pfk Proposal for 3,18/83

Development of Malawi Traders Trust

Budget Narrative
—Costs have be=n given for the first year in US ullars at an exchange rate
of 1 Kwacha = "% dnllars 1.15, Subscguent vears have been calculated at an
inflation rate of approximately 10% plus program needs as “hay come on line.,

—Costs tor the Mobile Advi.sry Service rave been budgeted for the full five
year program life. Given that the feasibility of this project will be tested
in the first year and rhe results are found to be negative these budgeted
costs will not be utilized ~s shown. If, however, the rasults are nositive
the fund: will be used =5 shown.

The following narrative is by line item:

1. 3alarizs arnd Direct Senefirs

¥

This inclades a base salary plus 12.5% housing allowance and 5% savings
plen paid on tehalf of the employe in accordance with GOM policy. Breakdown
of individual costs are inciided with rthe hudget.

2. Indirect Renefits

a. Disturbance aLlowanre/mov1nq costs - An allowance of hetween £43 for
junior staff and $126 for senior staff is paid to a staff person for
relocaticn exypenses as required. An additional $1.50 per mile is paid for
transporcati . at an average of 20 miles per move. It should be noted that
an employee -oul” possibly receive more than one allowance over the project
life based upon vrodram requirements as they arise.

b. Education fupport/Extention Training - Cver the project 1ife, employees
and senior ztaff will be encouraged to improve their professional
capabilities thr.ugh participation in accredited training courses. Costs in
this line item will cover this expense.

3. Residence Costs
a. Residence Rents/Leases - Costs related to employee residences not
covered as part. of housing benefits ccmputed in salaries. Payments vary
according to “he employees' organizational mosition. These payments vary as
Hows: junicr level - £1200 per annum to senior level $3600 per annum.
Housing for Amzrican TA .-=~if {5 being provided by the GOM as part of its
in-kind contribution.

b. Residence Repair/Maintenance - Labor and materials in connection with
repairs of DEMATT leased residences.

4. Office Rent and Maintenance
a. Office Rent - Tncludes DEMATT's headquarters office at a yearly rental
of $11,000 and three regional offices. Temporary and/or lecture room space

is also budgeted.

b. Office Pepairs/Supplies - Costs are based on experience for office
space maintenance.

c. Office Utilities ~ All office space utility costs projected at $135 per
month.

d. Office Equipment Repair - Maintenance of office equipment including
service agreements and freight at a monthly average of $15.



vooInsurance - Promiums Tor 211 office spoce, cquipment or furnishings
whether owod or leased,

£. Talephone srd Telegraph = Currant costs of 700 per month are expected
to couble s inercased program actl cties cre up’ e 2en.

5. Administrstion and Oftfice Supplies
a. Bxpencocle i plies = Purchase of staticrary, books, brochures, and
related supplics for headquarters and reqional »ffices at 00 per month

averaqge.
b. Postage  «d Mailing - 8ased on current levels of approximately $15 to
227 ver month vo include increased program mailing activity.

-~

“. Rourine oonking fess prijectad at a monrhly cost of 935,

. Printing ~ni horocopy - Costs associatud with reproducrion of training
and other releoted raterials,  As increased progrom activity ocours these re
projected to increas- rfrom their current monthly level of $120 to $275.

£ the program's

Natinnal Accoptance and Understanding componant..  Cost
material for radio and other news media projected at A
month.

“o Promonion i viblicity - An ssential ooment o
s Include promotions.

. ¢ -

nverage of $35 per

3 n

t. Guast Expenses - Cost of meals, liydaing and other related expenses for
14 )
guests or visirors on DEMATT business. Average monthly costs projected at
$39.

g. Professional Services - Annuel audit fees.

h. Protective Clothing - Spacial clothing and/or protective wear as may be
required for the safe.y of the zmployees.

6. Local Travel

a. [ocal Transpor--rion (bus, te:i, private auto, and air) - Local travel
would norrmally fe updertaken utilizing program vehicles (auto, motorcycle,
and bicy=le). This line item would be used only when assigned program
vehic! © are not available or the cost of their use would not be economical.
Projecred average onost per staff person is $7 per month. Program use of
privately owned vehicles by staff is reimbursed at the GOM approved rate of
$1.38 per mile whisn includes petrol costs.

b. Local Per Diem - Actual costs will be paid for staff accomodations and
meals when away from assigned postings overnight. (Hotels average $57 per
night in the larger cities and guest houses average $5 per night. Meals variy
between $10-$20 per day depending on location.) Projections are for an
average per diem cost of $30 for a projected 420 overnight trips.

c. Petrol and Oil - Projections for petrol usage is at a rate of 35
gallons per month. Current petrol costs are $4 per gallon. First year
projection are the following: 4 vehicles x 35 gal. x $4 x 12 mo. = $6,720.
0il usage projections total $280.(See item 8b)

d. Vehicle Minor Maintenance - Lubrication, tune-up and minor repairs
estimated at approximately $40 per month for four vehicles. (See item 8b)

o
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e. Vehicl> ¥ "sr Maintenance - “ador overbor o onclading rives, hat ories
and orher ac s csories A on oaverage cost o S per vepiscle per year. (oo
item &h)

.o Vehicle Insurcnce = All licensing and insurones costs associated with
REMATT vehiclos.  Ap avercage st oo 3700 per W'hmvlm.(nww ?"um th)

J. ‘leycle Repair and Ssintencnce - Sopcral repairs ¢ PEMATT Hicyales.

he Vehicle Accessaries - Accessaries not reqired for normal operations
i.c. racks, carriers, mnecial tanks <tc. An average cost of $270 per

vehiclo, (Fee i=em 2090

I. Biovrle Acoessaries - bells, racks, reflectors, =tc. required for
normal use. 2n average cost of $18 per bicycle.

7. Overseas Travel

Q. werseas Transport - Total budget inc:ludes five roundtrip fares to the
U.S. o vior 370FE to carcicipate in international conferences ar i

o [ IR
minars,

training

L. Uverseas Per Dien - Bighty doys of per diem at $75 per day rave been
buca ted for five mrips over the life of rhe roject.

8. Capital Eiriipment
a. Office Furniture and Equivment - Includes purchase of photocopier,
typewriter and desks.

b. Motor Criven VYehicles -~ Includes purchase of 14 vehicles (4 assigned to
headquarters staff, 8 for the Mobile Advisory fervice and 2 replacement
vehicles), and the purchase of 4 motorcycles.,

c. Bicycles - Includes purchase of 15 bicyles at $175 each.

9. Miscellsneous
All misce!laneous costs.

16. PFP In Country Support
2. Perzornel - Two technical consultants.

b. Benefits - At 25% of salaries

C. Relocation Expense - Freight to Malawi and back to U.S. including
settling in allowance and storage of personal effects in the U.S.

d. Utilities - Minimum allowance for electricity and water only.

e. Overseas Travel - One trip to and from Malawi plus two home leave trips

and one international conference trip. An additional three trips are
budgeted for possible emergencies.

11. PFP Program Support

Includes cost for PFP's monitoring, evaluation, administration, and
overseas travel to Malawi. Seven such trip are projected for the five year
program.



