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FOREWORD
 

Two years ago the READI Project printed 500 copies of the
 

main findings and recommendations of the survey of small- and
 

medium-scale enterprises in Malawi conducted by the project in
 

1986 under the title NEW DIRECTIONS FOR PROMOTING SMALL AND 

,MEDIUM SCALE ENTERPRISES IN MALAWI: CONSTRAINTS AND PROSPECTS
 

FOR GROWTH. By mid-1988 all the 500 copies of the report had
 

been distributed to various organizations and individuals 

interested in the development of the small-and medium-scale
 

enterprise sector in Malawi. 

By mid-1988 work on a statistical appendix to the report 

containing more of the socio-economic data which was collected 

during the READI Survey in 1986, the methodology the analysts 

used to examine the data and a proposal for conducting annual 

sample surveys of small- and medium-scale enterprises was 

completed. In view of demand for the main report it has been 

decided to reprint the main report together with the statistical 

appendix as annexes to the main report. 

Donald E. Henry
 

PROJECT COORDINATOR
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EXECUTIVE SUMMARY
 

Introduction
 

This report presents the results of a nationwide survey of
 
small- and medium-scale enterprises (SMEs) in Malawi conducted
 
during 1986. The study was sponsored by the Malawi Government and
 
funding was provided by USAID under the Rural Enterprises and
 
Agrobusiness Development Institutions (READI) Project. The main
 
findings and recommendations of the study are summarised below.
 

Characteristics of the SME Sector in Malawi
 

More than 96% of the sampled entrepreneurs are sole owners
 
of their businesses. Most of the businesses are in:
 

(a) 	 trading activities - retail and wholesale trade (42%);
 

(b) 	service activities on a small scale - repair of shoes,
 
radios, watches, and motor vehicles: restaurants, bars,
 
rest-houses and hotels (26%); and
 

(c) 	 a few common manufacturing activities - clothing,
 
carpentry, food processing, sheet metal products, and
 
agricultural hand tools such as hoes (30%).
 

The enterprises are generally small. Three-quarters of the
 
businesses in the survey were started with less than K1,000,
 
while less than 5% started with more than K10,000. The largest
 
initial investments are placed in the Southern Region and the
 
smallest in the Northern Region. Capital investment put into
 
starting up businesses in the sector has grown at 5% a year over
 
the past two decades (1965-1985). The fastest growing business
 
investments have been in manufacturing, specifically in food and
 
beverage production, tinsmithing, and tailoring.
 

The overwhelming majority of small- and medium-scale
 
entrepreneurs (91%) started business with their own savings, the
 
major sources of savings being wage income (34%), business income
 
(28%), and farm income (20%). Of the total number of entrepre­
neurs interviewed, only 16% had applied for any loan during the
 
previous two years. Almost half (49%) of those who applied for
 
loans approached SEDOM and only 12% approached INDEFUND. The
 
main reason for approaching the.- institutions was that they were
 
the only financial institutions known to provide loans to SMEs.
 

There were approximately 3,000 people employed in the
 
businesses in the survey, giving a mean number of 2.5 employees
 
per enterprise. Overall, employees are unevenly distributed
 
among regions, types and locations of enterprise. The Southern
 
Region urban enterprises have the highest mean number of workers
 

i
 



(4.6) while rural businesses in the Northern Region have the
 
lowest average number (1.1) of employees. Of the total number of
 
employees in the sample, 78% are working in rural-based enter­
prises while 22% are working in urban-based enterprises.
 

Based Gn the ertimated levels of SME investment projected to
 
1990 and the estimated investment cost of creating a job, a total
 
of 29,000 new jobs in the SME sector could be realised between
 
1986 and 1990.
 

Profile of the Malawian Entrepreneur
 

The majority (56%) of tMalawian entrepreneurs are middle-aged
 
(30-49 years) persons. For the most part they are married (91%)
 
and the majority have six to ten dependents (more than 50% of the
 
sample). Usually they are educated persons, albeit to modest
 
levels. Only 11% have not attended school at all.
 

The Malawian entrepreneur does not come from any parti Aar
 
region or religious or ethnic group. A large number of
 
entrepreneurs in the sector are mobile and responsive to economic
 
incentives and opportunities. Thirty-three percent of the
 
entrepreneurs have worked outside Malawi for a perind of time
 
exceeding nine months.
 

Eighty percent of the sampled 2ntrepreneurs are full time
 
business-persons. Irrespective of age of the entrepreneur and
 
number of employees, over three-quarters of the entrepreneurs in
 
the sample spend all their working time on their businesses.
 

Government Policy and Strategy
 

The government's long-term policies as laid down in DEVPOL
 
have recognised the complementary role of SMEs and the creation
 
of a climate where large-scale as well as small-scale enterprises
 
flourish side by side. However, beyond the provision of credit
 
and business and technical advisory services there are no special
 
incentives for the promotion of SME development.
 

Government has not developed a comprehensive strategy for
 
promoting the development of the SME sector similar to that
 
provided for large-scale enterprise development. The overall
 
policy environment has provided little central direction or
 
coordination to the type, quantity, quality and location of SME
 
services. These factors have resulted in the current search for
 
a coordinated strategy and need to establish a common understan­
ding of the goals and objectives, problems and issues facing each
 
institution and the sector as a whole.
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ine major policy recommendation for SME development in
 
Malawi is for government to establish a set of incentives which
 
takce into account the needs and constraints of the SME sector,
 
and a development strategy for the sector which would guide the
 
operations of SME development institutions. This study has
 
provided the basic information to enable the Ministry of Trade,
 
Industry and Tourism to begin developing a strategy for promoting
 
and developing the SME sector. In view of the changes taking
 
place in the economy, we recommend the establishment of a
 
regularly updated statistical data bank for planning at both the
 
lead ministry and SHE support organisations levels.
 

SHE Development and Support Institutions
 

The government policy and strategy for SHE development is
 
primarily developed and implemented by the Ministry of Trade,
 
Industry and Tourism. Other government, parastatal and private
 
ector agencies provide complementary services in the areas of
 

entrepreneurial training, business and technical advisory
 
services and finance.
 

Apart from three regional offices, the ministry does not
 
have the field infrastructure to effectively perform its
 
regulatory functions, let alone to promote activities that would
 
assist SMEs. Despite the scaling-down of sore of the ministry's
 
regulatory functions, such as price control, the ministry has not
 
yet oriented itself to promotional activities. The manpower
 
establishments of both the Trade and Industry Departments do not
 
have personnel with the requisite qualifications and experience
 
for developing and promoting the SME sector.
 

Overall the major constraint facing SHE development at the
 
lead ministry level concerns planning and extension. There is no
 
evidence of active planning for the development of the SME sector
 
or the provision of extension services at the Ministry of Trade,
 
Industry and Tourism. The only extension services are the
 
limited advisory services provided by DEMATT which were
 
originally planned for rural traders.
 

The focus of the Ministry of Trade, Industr' and Tourism
 
requires redirection. A shift in ministry priorities from
 
regulatory activities to promotional activities is recommended,
 
particularly in view of the price deco ntrol that has taken place
 
during the last two years. The vacant posts in the Ministry need
 
to be filled and training will be required to upgrade existing
 
and new personnel to facilitate the guidance of the participating
 
SME sector ministries and implementation institutions. In
 
particular the Ministry's Small-Scale Industrial Unit will need
 
resources and support to adequately carry out the following
 
roles:
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(a) 	 establishing a dynamic SME industrial policy and
 
reviewing it periodically to reflect economic changes
 
and government priority;
 

(b) 	 coordinating SME industrial policy for all secondary
 
production of primary products;
 

(c) 	 promoting SHE industrial activities by establishing
 
fiscal incentives relevant to the SME sector and other
 
incentives such as the provision of credit, advisory
 
services, research and infrastructure; and
 

(d) 	promoting the development of SME entrepreneurs by 
identifying priority SME training areas and supporting 
entrepreneurial and on-the-job training programmes of 
MEDI, RTS, and the expanded DEMATT. 

An SHE inter-ministerial policy-coordinating committee 
chaired by the Department of Economic Planning and Development is 
recommended to be responsib le for the coordination of SME 
policies. 

In the field of extension services we recommend that the 
present funct ions of DEMATT be improved and expanded to provide 
the SME sector with a wider range of business and technical 

advi,,1 E s,.rv i --- . The proposed structure and coverage of the 
expanded DEMATT is discussed in section 6.4 of the report. 

S1E promot ion and support institutions are geared to 
providiing unique assistance with very little overlap. Credit is 
provideid by SEDOM and INDERUND, being separated by loan size; to 
a limited extent lEDI and RTS provide start-up credit to their 
gradates;. Bsies.s and technical advisory services and training 
are provided by DEATT, UTS and MEVI where the division falls 
alo nga line bet ween ntrepreneurial and skill training at MEDI 
and tTS and on the job business and technical advisory services 
by DIl-ATT, although DIEMATT has so far been giving most of its 
at t ent iol to I t lers. 

Ci early, there are gaps in the institutional framework for 
the ployisionm o" finrancial, bosiness and technical advisory 
s,rvi,,s and entrpelrenourial training to the SME sector. The 
results of tir" study indicate that less than 5% of the entrepre­
neurs in the sample have made us;. of the services offered by 
SEDIO. L,DEHAT'f, INDtFF['NID, MUSCCO and ,E9I. 

P t he case of finoanciall sulviv'-es there is no institution 
prov iding orkirn capiItal credit. The commercial banks are not 
opposd to the idea of financing tLre working capital needs of the 
SI. sector, particular!y those entrepreneurs whose start-up 
capital needs are financed by SEDOM, INDEFIUND, MEDI and RTS, 
provided a guarantee scheme can be worked out and the monitoring 
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of the projects can be undertaken by SEDOM and INDEFUND or the
 
proposed expanded and reconstituted DEMATT. We recommend that
 
government should study the feasibility of setting up a guarantee

scheme to secure the cooperation of the two commercial banks to
 
establish a working capital facility for SEDOM and INDEFUND
 
term-loan clients apt MEDI and RTS graduates, so that the
 
resources of the these institutions can be devoted to SME fixed
 
capital formation.
 

At presene most 
of the demand for investwent capital is not
 
met by financial intermediaries because of 
a number of reasons,
 
including the following:
 

(a) 	 linited financial resources for on-lending to the
 
sector; and
 

(b) 	 restrictive 
lending policie. of SME financial inter­
mediaries and commercial banias which limit lending to
 
the sector and/or specific types of businesses.
 

During the coming five years 
there is going to be a growing
 
gap between the projected SME gross fixed investment and savings,

which will be difficult to close using current projections of
 
credit. There will be need to find additional resources through

raising the savings ability of SME entrepreneurs, improving

savings mobilisation and delivery of loans 
by financial intermed­
iaries, and allocating additional funds 
to credit institutions
 
for on-lending to SMEs.
 

The role of the SME 
development financial institutions
 
should be to help overcome the financial constraints and barriers
 
facing the 
sector. However, the concern with financial self­
sufficiency to achieve operating cost 
recovery for SEDOM and
 
INDEFUND, by both donors and government, conflicts directly with
 
development objectives of stimulating desirable sub-sectors of
 
SME or types of businesses. Cost recovery objectives favour
 
funding more urban and simpler, less risky mini- and term-loans
 
and this is a constraint in expanding into rural and high risk
 
diversified project term-lending portfolios.
 

In view of the high cost of delivering credit, the SME
 
financial intermediaries will make credit 
readily available to
 
the SME sector without assistance in financing the cost of
 
delivering credit. If credit is to 
be made readily available
 
throughout the country, particularly the rural areas, the cost of
 
delivering credit may have to financed in same way
be the 

small-holder agriculture credit 
is financed.
 

An alternative way of 
financing the cost of delivering

credit is to provide the SME financial institutions with a large

spread in the interests at 
which they raise money and lend to
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SMEs. Both SEDOM and MUSCCO have been given the maximum possible
 

spread by government; INDEFUND has not.
 

In the initial start-up period INDEFUND and SEDOM were
 

largely unaffected by the limited government strategy for
 

developing the sector and lack of adequate information on the
 

sub-sector for planning purposes. Both institutions were
 

occupied with establishing an institutional capacity to extend
 

credit. Credit disbursement has so far been limited while staff
 

were being trained and systems established. For training and
 

supervision reasons the portfolios of INDEFUND and SEDOM are
 

concentrated in the south, particularly around the city of
 

Blantyre. However, it appears that the concentration of SEDOM
 

and INDEFUND loans in the Southern Region is also due to the lack
 

of government guidance regarding the distribution of credit so as
 

to ensure that it conforms with the development strategy of the
 

country as a whole (see recommendation in section 1.1).
 

Credit should be available at commercial rates for any
 
can be
entrepreneur who requires it, but because development 


faster in than others credit
certain sectors could be used to
 

promote the desirable sectors while being withheld from over­

crowded sectors. The recommended basis for business promotion
 

through erelit facilities could be to make credit available for
 
of employment
activities which are likely to generate a high rate 


or use local materials or/and set up backward and forward
 

linkages.
 

In the area of business and technical advisory services,
 

financial intermediaries' services are mostly geared for their
 

borrowers. DEMATT requires broadening of its functions, beyond
 

advice to rural traders, to include a full range of business and
 

technical advisory services. The advisory services of MEDI and
 

RTS have so far been confined to their graduates due to lack of
 

resources. In addition, none of the institutions have adequatc
 

manpower with the experience to provide the business and
 

technical advisory services deemed necessary.
 

Fewer than 5-o of the sample have made use of the services
 

offered by SEDOM, DEMATT, INDEFUND, MUSCCO and MEDI. Business
 

and technical advisor' extension services have been limited to
 

the trading sector, although the overall strategy has been to
 

develop the productive sector. Credit access has been limited
 

by both availability of funds and the lack of resources to
 
Other essential
administer an extensive credit network. 


incentive programmes are either lacking or not comprehensive
 

enough to have an impact on development of small- and medium­

scale Malawian entrepreneurs. Overall, the SME suppoL-t
 

institutions face constraints in project identification,
 

apprais.al, implementation and monitoring.
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The institutional survey revealed that SEDOM and tc some
 
extent INDEFUND and MUSCCO face internal organisational cons­
traints due to lack of institutional plans to guide their
 
operations. We were unable to obtain programmatic plans for
 
SEDOM. INDEFUND and MUSCCO have prepared institutional develop­
ment plans and annual work-plans which are required by USAID for
 
evaluating the READI Project's success. However, the plans do
 
not seem to be used in the day to day running of INDEFU-D and
 
MUSCCO.
 

We recommend the preparation of comprehensive institutional
 
work-plans for SEDOM, INDEFUND, DEMATT, MUSCCO and MEDI which
 
should be used for planning and monitoring their day-to-day
 
operations.
 

Constiaints to SME Development
 

The entrepreneurs face a number of major constraints in
 
starting, running and expanding their enterprises. The magnitude
 
of the constraints facing the sector is demonstrated by the
 
entrepreneurs' perceptions of the greatest problems during the
 
three phases of initial investment, current operations and
 
expansion or improvement of businesses.
 

More than half of the respondents to the survey recalled
 
that obtaining funds for their capital investment was the biggest.
 
problem in starting their businesses, while as many as 31% were
 
confronted with othtr barriers while trying to start up their
 
businesses. These included: attracting customers (9%), acquiring
 
-oods and raw materials (6%), equipment and parts supply (5%),
 
premises and land (4%). Transport was a main barrier for 3% of
 
the entrepreneurs and the installation of equipment and machinery
 
for 2%.
 

Roughly the same barriers or problems were mentioned for the
 
current day-to-day running of the business as were mentioned for
 
the period of making the initial investment and getting the
 
business started. Customer problems occur more frequently (14%)
 
as the biggest barrier to running the business compared to
 
getting it started (9%). The supply of goods and materials
 
becomes a more prevalent barrier, increasing from 6% to 10% of
 
the cited biggest problems.
 

Despite intentions for expansion and improvement, a major
 
problem in carrying out most plans is a matter of money in at
 
least 80% of the enterprises. More than half of interviewed
 
entrepreneurs (54%) mentioned that the purchase of additional
 
equipment would be the most difficult problem, while 27% say the
 
same about providing new products or services. Only with regard
 
to the intention to employ more skilled workers is the problem
 
explained as one of short supply rather than money.
 

vii
 



Business and technical advisory services are needed to hclp
 
SMEs overcome many of the constraints facing the sector. The
 
areas of need can be broadly summarised as: marketing, raw
 
material assessment, transport assessment, technology choice,
 
training assessment, credit supply and in particular project
 
planning, appraisal and monitoring.
 

In the area of entrepreneurship training the obvious gap is
 
the lack of an institution for the training of trainers or
 
business and technical advisory service extension agents. About
 
78% of the entrepreneurs who were interviewed have had no
 
training in the field of their businesses. A high proportion of
 
entrepreneurs in all regions say that their work or businesses
 
could be easier or could be improved if they themselves had
 
additional knowledge or skills. Neither MEDI nor RTS train
 
trainers of entrepreneurs. Both institutions train entrepreneurs
 
wanting to set up their own businesses after training.
 

It is recommended that the existing institutions remain
 
unchanged, and that the present functions of DEMATT be improved
 
and expanded to provide a wider range of business and technical
 
advisory services to help SME entrepreneurs become aware of their
 
needs and overcome their problems (specific proposals are
 
detailed in Chapter 6). The financial intermediaries, INDEFUND,
 
SEDOM and MUSCCO, should be encouraged to develop their own
 
capabilities in project planning, appraisal and monitoring,
 
calling upon DEMATT for inputs on market, raw material and
 
transport information, and to provide the necessary business
 
training needs as identified in the planning stage. For small
 
loans, SEDOM and MUSCCO could be encouraged to use DEMATT's field
 
extension staff to assist with the identification of potential
 
clients and monitoring of the loans. For the training of
 
trainers we recommend studying the feasibility of mounting the
 
training at MEDI.
 

Provision of SME Site and Service Enterprise Centres
 

The results of the READI Survey show that 49% of the
 
entrepreneurs indicated that they would move their businesses to
 
a market place or workshop if government were to build such a
 
place and charge rent. From the point of view of entrepreneurs
 
in the manufacturing sector, an enterprise centre is most likely
 
to succeed if it is planned to meet the requirements of specific
 
types of businesses and is affordable.
 

Renewed consideration of planning and building SME enter­
prise centres is recommended. Bearing in mind the problems that
 
have been experienced in utilising the SME enterprise centres
 
that have been built so far, we recommend a change in emphasis,
 
from industrial complexes such as the Biwi Triangle in Lilongwe
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or the SEDOM Industrial Estate in Blantyre, to the provision of
 
rural enterprise serviced plots.
 

Market Problems
 

The problem of output markets (customers) was the next most
 
frequently mentioned problem by entrepreneurs in all stages of
 
SME investment. 
 This is a general economic problem, due to the
 
structure of markets which are dominated by 
a few major holding

companies and their commercial businesses. It is recommended
 
that government formulate a general set of policies for procure­
ment which would favour businesses in the SME sector.
 

In addition, sma>l businesses could be greatly assisted by means
 
of policies to induce businesses in the LSE sector to contract as
 
much of their work to small businesses as would be economically
 
feasible. This should benefit both the 
large firm which would
 
contract out the work and the small business which renders the
 
work.
 

Donor Support
 

Donors are not new to the pressing issues confronting the
 
SME sector 
in Malawi. All the major SME development institutions
 
have been initiated with the financial and technical support of
 
donors. The continued support of donors is vital to the promo­
tional efforts being planned for the sector.
 

We recommend increased financial and technical assistance
 
for all SME development institutions in Malawi so that they can
 
effectively perform their promotional roles in the development of
 
the sector.
 

The push by some donors on SME development institutions to
 
attain financial self-sufficiency appears to force SME institu­
tions to curtail their services in rural and remote areas where
 
the cost of delivering services is highest (see Sections 4.4,
 
4.4.6 and 4.4.7.1).
 

We recommend that the self-sufficiency strategy be applied
 
on selective basis. The institptions could be required to attain
 
financial self-sufficiency in the their operations in 
more
 
developed and urban areas.
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CHAPTER ONE
 

INTRODUCTION
 

1.1 Bachground and Justification
 

Malawi is a land-locked country, some 900 kilometres long,

varying in width from 80 to 160 kilometres and covering an area
 
of 118,000 square kilometres. The population in the 1977 census
 
was 5,547,460. The population is unevenly distributed,
 
reflecting the topography and history of the country and regional

variations in che stage of economic development.
 

Before independence in 1964 the country was a mono-economy
 
almost entirely dependent on agriculture. Soon after
 
independence, diversification of the economy was initiated by

emphasizing also the manufacturing and service sectors. However,
 
the government promotion effort was concentrated on the modern
 
and large-scale parastatal and private sectors and not 
on the
 
small- and medium-scale informal sector.
 

Until the end of the 1970s large-scale enterprises
 
contributed considerably to the growth of the entrepreneurial
 
sector and the economy as a whole. But of late, the growth of
 
the sector has slackened. The inability of the large-scale
 
sector to solve the emerging problems of off-farm employment and
 
income generation was becoming obvious early in the mid 1970s. 1
 

As a result, government began re-orienting its emphasis from
 
large-scale enterprises to small- and medium-scale (non-farm)
 
enterprises (SMEs) during the second half of the 1970s.
 

In general, the main virtue of SMEs is their creation of
 
employment at far lower cost than large-scale capital-intensive
 
operations. Furthermore, SMEs use more indigenouE skills,
 
materials and technologies and, to the extent that the bulk of
 
SMEs are usually found in the countryside, they help raise rural
 
incomes, thereby arresting migration to urban centres.
 

As beneficial as SMEs are to the economy there have so 
far
 
been mixed results in attempts to promote them. These enter­
prises seem to be fraught with three major problems. First,
 
governments of many developing countries have only the vaguest

idea of how SMEs are managed and operated, fit into a coherent
 
development strategy, and can be promoted and developed to make
 
the best contribution to the development efforts of an economy.

Second, while their principal need is for credit and business and
 
technical advisory services, these have not been readily
 

I World Bank, Malawi - Basic Economic Report, Washington,
 
D.C., 1982
 



most

them. Third, where the services that are 


available to 
 are often not
 
needed by these enterprises are available, 

they 


Government ministries and departments are
 
effectively delivered. 


do they have the capacities and
 generally neither well placed nor 

deal with small business problems which, by 

their
 
capabilities to 


Similarly, non-governmental
are diverse and localised.
nature, 

to go about
 

institutions have not had a clear idea of how 

technical assistance. However,


rendering financial, business or 


there is an overwhelming agreement among policy makers, 
aid
 

effort is worthwhile and that what
 donors and economists that the 

to give the SME sector the necessary push and
 is needed is 


economic
to effectively contribute to
infrastructure for it 


development efforts.
 

a
 
In order to facilitate the development of SMEs in Malawi, 


have been established during the past
number of institutions 

eight years, specifically to provide finance, business 

and
 
These
 

technical advisory services and entrepreneurial 
training. 


the Small
 
are the Investment and Development Fund (INDEFUND), 


Enterprise Development Organisation of Malawi (SEDOM), the
 

(DEMATT), the Malawi Union
 
Development of Malawian Traders Trust 


of Savings and Credit Co-operatives (MUSCCO) and the Malawian
 

Institute (MEDI). 
 Financial services
 
Entrepreneurs Development 
 existence
 

also available from institutions which have 
been in 


are the Commercial
the National Bank of Malawi,
much longer, such as 

Office Savings Bank, the New Building


Bank of Malawi, the Post 

Investment and Development Bank and the Government
 Society, the 


Loans Board.
 

that have been created to
 Despite the numerous institutions 

the SME sector, there is lack
 

the needs of entrepreneurs in 

and medium-scale enterprise


serve 

of information about the small-


For detailed planning, accurate monitoring 
and
 

sector in Malawi. 

and medium-scale enterprise projects and
 

evaluation of small-

a comprehensive understanding of the
 programmes, and indeed for 


information must
 
sector and its potential and problems, accurate 


be available to the institutions (such as government, banks, SME
 
that
 

development financial and service organisations and donors) 


view of this, the government requested
deal with the sector. In 


USAID to undertake this study, under the READI Project.
 

1.2 Description of the Study and its Objectives
 

The study deals with policies and programmes 
necessary to
 

growth of the small- and medium-scale enterprise
promote the 

to provide a framework
 

sector in Malawi. The major objective is 


sector through:
for promoting the 


(a) an analysis of information on the current state and
 

needs of small- and medium-scale Malawian entrepre­

neurs; and
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(b) 	 a shared understanding of the objectives, issues,
 
constraints and prospects for growth of the sector
 
among SME support organisations.
 

The study involves a critical review of significant
 
constraints and barriers which impede the development of small­
and medium-scale enterprise in Malawi. The major effort of the
 
review is directed toward an analysis of the impact of the
 
strongest barriers to rural-based enterprises and agrobusinesses.
 

After demonstrating the critical aspects of the constraints
 
and barriers and their economic effects, the study will apply the
 
evidence to an exploration of the area for improvements in policy
 
implementation, including recommendations for new or reformulated
 
policies and development programmen. The analysis and corres­
ponding recommendations arise from a view that is committed to
 
the promotion and growth of the rural and agrobusiness enterprise
 
sector, while being consistent with the development strategy of
 
the whole economy.
 

The critical review of the significant constraints and
 
barriers impeding the development of the SME sector focuses on
 
the following core areas:
 

(a) 	barriers to entry into, and constraints impeding the
 
development of, small- and medium-scale enterprise;
 

(b) 	 impact of government laws and regulations on SME
 
development;
 

(c) 	 profiles of Malawian SME entrepreneurs;
 

(d) 	demand for credit by small- and medium-scale entrepre­
neurs;
 

(e) 	 SME savings capacity and sources of credit;
 

(f) 	demand for and supply of business and technical
 
advisory services; and
 

(g) 	 institutional analysis of SME policy, savings and
 
credit institutions.
 

1.3 	 Research Methodology
 

1.3.1 Introduction
 

The study started in January, 1986 with the recruitment of
 
librarians who undertook a survey of studies (SOS) on small­
and medium-scale enterprise development in Malawi and elsewhere.
 
Following the SOS, a desk unit study team (DUST) composed of a
 
team leader, an economist, a statistician, a sociologist and a
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businessman, was contracted to carry out an SME-needs assessment,
 
involving government, financial institutions, donors and SME
 
representatives, and to design the study. DUST identified the
 
seven core-study areas for further investigation and analysis.
 

Seven principal investigators, one for each core-study area,
 
and a study team leader were engaged in mid April to carry out
 
the study. Their first task whas to further research the lite­
rature, and it was soon apparent that there was real need for a
 
more detailed national survey of SHE-activity.
 

1.3.2 Survey Design
 

With the proposal to survey agreed upon, each principal
 
investigator was given the task of drafting outcome statements
 
that would summerise their conjecture, together with skeleton
 
table requirements for subsequent analysis of the eventual survey
 
results. These materials formed the basis for constructing a
 
field questionnaire.
 

Next came the problem of how to sample SMEs active owners,
 
or partners in SMEs. To a large extent the choice of methodology
 
was prescrib-d by constraints in budget, the skills available
 
and, most critical, timing; results were required within months
 
rather than years and skills were available only from July to
 
September, 1986.
 

A major problem was that there is no explicit population of
 
SMEs from which to sample. SEDOM, DEMATT, INDEFUND and business
 
licensing authorities provided lists of businesses known to them,
 
but these in no way cover all SMEs.
 

An area probability-sampling scheme was considered but was
 
rejected for reasons of logistics and cost. Such a scheme would
 
have been statistically more desirable but would have involved:
 

(a) 	 a division into smaller areas, such as the enumeration
 
areas (EAs) used by the National Statistics Office;
 

(b) 	 selection of a probability sample of EAs; and
 

(c) 	 pre-surveys of each of the selected EAs to establish
 
the population of business-types within those selected
 
EAs.
 

Only then would it be possible to draw a genuine probability
 
sample of SMEs and then there would have been the much greater
 
practical problems of accommodating and moving teams both within
 
end between EAs. In summary, there was not enough time,
 
resources nor expertise to do all this.
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The scheme finally adopted was business-type quota based,
 
and strictly speaking was not a quota sample, for the numbers of
 
entrepreneurs within each business type are also unknown.
 
Nonetheless, the survey did make every attempt represent all
to 

major business types throughout the country, and provides
 
considerable information for any future surveys that can afford a
 
more rigorous sampling scheme.
 

Thus, because this was not a probability sample, we are
 
unable to estimate the absolute distribution of business types

in the country. When quantitative information on the distribu­
tion of SMEs does emerge, as it will from the 1987 Census of
 
Population and Housing, the results of the survey can be better
 
generalised. Meanwhile, since the main objective was to investi­
gate the problems that face SMEs, this survey can reveal and has
 
revealed differences between sub-populations.
 

1.3.3 Survey Organisation
 

The country was divided into eight non-overlapping and
 
exhaustive zones (see map on page 6). Each zone was assigned a
 
team of five pernons: four enumerators and one supervisor, with a
 
vehicle; to cover that zone. Each team was to conduct interviews
 
with SMEs in and around pre-determine6 trading centres in their
 
zone. The four-week period from July 28 to August 23 1986 (22
 
working days) was allocated for field work.
 

Enumerators were recruited from the undergraduate student
 
population at the University of Malawi. Supervisors were
 
selected from applicants for the positions. These people were
 
not undergraduates, but older persons chosen for their organisa­
tional skills and initiative. All field staff underwent one-week
 
intensive training in the purpose of the survey, interviewing
 
techniques, the questionnaire itself and its translations into
 
Chichewa and Tumbuka, and the field-procedures to be followed.
 
All staff also conducted a series of mock and practice interviews
 
at and around the training centre (Bunda College of Agriculture)
 
and some parts of the city of Lilongwe before going into the
 
field.
 

The supervisors' main tasks were: to arrange interviews for
 
their enumerators on a day-to-day basis, to check their work, to
 
make regular twice-weekly returns of batches of questionnaires to
 
headquarters in Lilongwe, and to keep the team on its pre­
determined itinerary. Businesses were not selected at random;
 
rather, supervisors were instructed to use listings of businesses
 
which had been provided by SEDOM, INDEFUND, DEMATT and business
 
licensing authorities, together with local inquiries they
 
themselves would make, to achieve a reasonable balance in the
 
business types in their zone.
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Together the survey teams realised 1,383 usable returns.
 
Using an estimate of 182,000 SME businesses derived from Ettema's
 
study' for the total SME population, the overall sampling
 
fraction is then about three-quarters of one percent. This
 
fraction is to some extent immaterial, for it is the absolute
 
sample size in the sub-populations to be contrasted, and their
 
coverage, that really matter.
 

1.3.4 Co'erage
 

The objective was to achieve adequate representation of
 
small- and medium--scale business types that exist in the country.
 
Table 1.1 shows the range and number of business activities that
 
were covered in the survey grouped into an eight-fold classifi­
cation based on the International Standard Industrial Classifica­
tion (I.S.I.C.) by region.
 

TABLE 1.1: COMPOSITION OF TYPES OF BUSINESSES CONTAINED IN THE
 
SAMPLE BY REGION (%)
 

Type of business REGION Row Sample 
Northern Central Southern total size 

Food processing 33 22 45 5 69 
Clothing 39 23 38 9 124 
Wood products 28 35 37 8 110 
Other manufactures 27 27 46 9 120 
Trade 26 35 39 41 576 
Hotels, restaurants, bars 17 38 45 11 154 
Services 30 28 42 15 203 
O t he r 7 15 78 2 27 
All businesses 27 32 41 100 1.383 

In the foregoing categorisation a few points of clarifica­
tion are necessary: "food products" is largely grain-milling and
 
bakeries; "clothing" is wainly tailoring; "wood products" are
 
largely those of carpenters, furniture-makers, etc.; "other
 
manufacture" is a category that consists mainly of such
 
activities pursued by tinsmiths, potters, brick-makers, etc;
 
"trade" largely refers to retail and wholesale enterprises;

"services" mainly encompass repair activities together with
 
personal services such as those that barbers and photographers
 
provide; "hotels, restaurants and bars" is self-explanatory;
 
while "other" deals with miscellaneous activities that cannot
 
easily be categorised within the other seven groups.
 

Ettema excluded entrepreneurs with esti ma ted value of
 
capital investment greater than K25,000 while such entrepreneurs
 
were included in the READI survey. See Ettema, W. Small-Scale
 
Industry in Malawi, The Journal of Modern African Studies, 22, 3
 
(1984), pp. 4 8 7 -510.
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The proportions of the different types of activities appear
 
to be in line with those of earlier studies of Malawian
 
productive enterprises. In 1977 the World Bank looked at
 
small-scale enterprises. The report stated that there were large
 
numbers of units in maize milling, carpentry, tailoring,
 
tinsmithing, service and repairs and few units in food processing
 
other than maize milling, leather-working, and metal-working
 
other than tinsmithing. Ettema tried to do a complete survey of
 
all small-scale businesses in representative districts. This
 
latter survey reported only on businesses with an estimated
 
capital investment of less than K25,000 in 1983 and entirely
 
excluded the trading sector. Tailoring was the predominant
 
activity in the survey. Making an adjustment for the fact that
 
only one out of three tailors were actually interviewed,
 
tailoring aczounts for nearly half of the sector. Tailoring
 
makes up about one-sixth of the enterprises, excluding trading
 
and primary production, in the survey of this present study. On
 
the same basis, grain milling was 2.3% of the sector, carpentry
 
was 6.0%, brick making was 0.2%, tinsmithing was 4.2%, and
 
repairing was 14.5%. These proportions are not much different
 
from 	the present survey.
 

1.4 	 Other Surveys
 

In addition to the main survey, which will be referred to as
 
the READI survey, there were other smaller surveys. These were:
 

(a) 	 a sample survey of senior civil servants whose purposL
 
was to gauge latent demand for credit;
 

(b) 	 an institutional survey of SEDOM, INDEFUND and
 
government departments concerned with the development
 
of the SME sector. The results of the survey formed
 
the basis for the institutional analysis of SME policy,
 
savings and credit institutions; and
 

(c) 	 a sample survey of SEDOM and INDEFUND clients based on
 
records held by SEDOM and INDEFUND. The results were
 
used for an analysis of the two institutions and their
 
clients which was contrasted with the results of the
 
main survey (READi survey).
 

1.5 	 Data Processing
 

The data were processed using the READI Project IBM XT
 
micro-computers with dBase III to create and maintain the data
 
and SPSS/PC+ to analyse it. As with all surveys the data had to
 
go through several stages, namely: coding, editing, assembly,
 
transformation, tabulation and other analyses.
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CHAPTER TWO
 

SOCIO-ECONOMIC BACKGROUND TO SME DEVELOPMENT IN MALAWI
 

2.1 	 Introduction
 

At independence in 1964 Malawi had few indigenous entrepre­
neurs. It had no economically exploitable mineral resources and
 
attracted little outside interest beyond being a source of cheap

labour for Northern and Southern Rhodesia and South Africa. Apart

from 	the foreign-owned tea and tobacco estates 
in the Southern
 
Region, Malawi was largely a subsistence economy with
 
non-monetary output accounting for almost 
one-half of gross
 
domestic product.
 

As a consequence of the historical developments during the
 
colonial rule, the country had 
seen little development except for
 
a few trading companies, primarily set up to serve the expatriate

community in procuring imported goods, and owned by 
either Asians
 
or Europeans. The infrastructure that did exist was in the
 
Southern Region, and the country relied heavily external
on 

capital and manpower. Domestic savings were almost non-existent
 
and most of the capital formation was foreign-financed.
 

Because the colonial administration neglected the education
 
and development of human skills among the 
indigenous population,

expatriates dominated the 
skilled job market. The few Malawians
 
who went to work in South Africa, Northern and Southern Rhodesia
 
did acquire some business and technical skills through informal
 
on-the-job training; 
however, they were not encouraged to enter
 
the private enterprise sector.
 

Having attained independence in 1964, the government decided
 
to take full control of the economy through development plans

whose aim was to correct the imbalance that had occurred during
 
the colonial period. This was reflected in the first plan'
 
following independence, whose main objective was to accelerate
 
the pace of development with special emphasis on:
 

(a) expansion of agricultural production and exports;
 

(b) improvement of internal communications with a view to
 
reducing transport costs and thus increasing the
 
competitiveness of agricultural exports;
 

(c) 	 expansion of facilities for secondary and post

secondary education to provide skilled manpower
 
essential for development, both in the civil service
 
and in the private sector; and
 

Malawi Government, Development Plan for 1965-1969, Zomba.
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(d) stimulation of the private sector, particularly of
 

industrial development.'
 

2.2 Government Policy and Strategy
 

The current Malawi government development policies and
 

strategies are laid down in the Statement of Development Policies
 
2


1971-1980 (DEVPOL). The overall development policy and strategy
 

has largely focused on large-scale enterprises in the
 

agriculture, transport and manufacturing sectors with little
 
attention being given to the promotion and developnant of small­

and medium-scale enterprise. The exception has been in the field
 

of smallholder agriculture where emphasis has been on the
 

provision of agricultural extension services and farm input
 

credit within the 
framework of the National Rural Development
 

Programme (NRDP) and agriculture development projects prior to
 

NRDP. The basic philosophy behind this approach has been to
 

foster self-sufficiency in food production whose surplus, after
 

domestic consumption has been satisfied, can be marketed.
 

Government policies and strategies have not gone beyond small­

scale primary production of agricultural produce whose production
 

enters the domestic market either through informal and often
 

unorganized channels or the Agricultural Development and Marke­

ting Corporation network. Any processing of the agricultural
 

produce into semi-finished or finished form is either done by
 

large privately-owned foreign firms or parastatal bodies.
 

The economy is basically committed to a free enterprise
 

system in which government keeps a relatively low profile, while
 

exercising considerable regulatory functions through the Ministry
 

of Trade, industry and Tourism.
 

2.2.1 Industrial Policy
 

In the industrial sector, the government's long-term
 
policies and strategies, as laid down in DEVPOL and with some
 

subsequent amendments, form the official industrial policy whose
 

objectives are:
 

I Malawi Government, Ministry of Finance & Economic
 

Planning Division, International Conference of Partners in
 

Economic Development: Past Performance and Prospects for
 

1983-1987, 1983.
 

OPC, Economic Planning Division, Statement of Develop­

ment Policies 1971-1980, Zomba, 1971
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(a) 	 encouragement and promotion of private investment;
 

(b) 	 growth of an export-oriented industrial base, as
 
opportunities for import-substitution diminish;
 

(c) 	 development of an indigonous Malawian entrepreneurial
 
class;
 

(d) 	 a more balanced regional distribution of industrial
 

activity;
 

(e) 	 an increase in industrial efficiency; and
 

(f) 	 coordination of industrial planning and a clearer
 
demarcation of responsibilities between individuai
 
government agencies.
 

The government's role in the industrial sector is of a
 
supportive nature, giving necessary incentives and infrastructure
 
where required. This supportive role is exercised through
 
incentives for industrial development. The fol~owing sections
 
describe the more important of these industrial incentives and
 
controls.
 

(a) 	 Foris of Business Organizations
 

The law provides three ways of organising a business to
 
cater to the resource endowment and preferences of entrepreneurs.
 
These are:
 

(i) 	 incorporation under the Companies Act, in which the
 
business entity attains separate legal personality from
 
that of the individuals setting the business up. The
 
main advantage of the company is that it has power to
 
own real or personal property and through this owner­
ship can raise loans or mortgages and debentures;
 

(ii) 	 partnership under the Partnerships Act, whose main
 
advantage is that two or more persons are able to pool
 
their resources; and
 

(iii) 	 sole ownership, where an individual operates the
 
business on his own and is liable for all the activi­
ties of the business.
 

(b) 	 Licencing of Industries
 

The Industrial Development Act (1966) provides for the
 
licencing of industries. The stated purpose of the act is to
 
encourage and control the orderly promotion and development of
 
industry. The act in general applies to industries which either
 
employ ten or more persons, or irrespective of the number of
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persons employed, use machinery that provides mechanical power of
 
not less than twenty-five horse-power (hp). With regard to
 
clo- ,Ing industries, the Act applies to any industry which
 
employs five or more persons or uses machinery of five hp. For
 
miscellaneous small industries, the act applies to industries
 
employing three or more persons or using machinery of up to five
 
hp. These small industries include metal furniture, confec­
tionery products, pulp and paper products, baking, wooden furni­
ture and other wood products and construction.
 

When it is deemed that additional incentive is needed in
 
order 	to establish enterprises of national importance, provision
 
is made for a licence to be. granted providing exclusive produc­
tion 	for a maximum period of five years. However, none are in
 
force 	today.
 

(c) 	 Industrial Incentives
 

Among the many industrial incentives provided to the private
 
sector, the following Etre some of the important ones which may
 
have a bearing on SME development:
 

(i) 	 for infant industry, special protection for the local
 
producer against imported products;
 

(ii) 	general rebates on import duties which effectively
 
reduce tariff rates or remove the rayment of duty; and
 

(iii) 	special duty drawbacks through which local manufac­
turers can claim reimbursement of tariff duties paid on
 
imported raw materials which hae been used in the
 
manufacture of exported articles.
 

(d) 	 Price Policy
 

Until recently, price control was exercised on a wide
 
variety of locally manufactured and imported goods as a means of
 
keep'ng down cost of living for lower income groups and at the
 
same time providing sufficient incentive for entrepreneurs. The
 
control mechanism ranged from a formal system backed by published
 
laws, decrees and regulations to an informal understanding
 
between government and the private sector, based on informal
 
agreements.
 

Officially, most of the price controls, particularly in the
 
informal system, have been dropped during the last two years
 
through notices in the Government Gazette. The results of the
 
READI survey and information obtained from discussions with
 
officials at the Ministry of Trade, Industry and Tourism indicate
 
the existence of other forms of price control exercised through
 
wholesalers and local authorities.
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(e) Tax Incentives
 

Industrial tax incentives consist mainly of special depreci­
ation allowances and special write-offs for expenditures incurred
 
before and during start-up. Ther3 are no tax holidays for new
 
enterprises.
 

When DEVPOL was drawn-up it was recognised that the indus­
trial tax incentives tended to favour more capital-intensive
 
types of operations, thereby defeating the government desire to
 
maximise domestic value-added and employment opportunities. It
 
was hoped that the question of investment incentives would be
 
reviewed early in the last decade.' Unfortunately, the review
 
has not taken place.
 

(f) Provision of Industrial Infrastructure
 

Under this scheme the government provides industrial sites
 
on which an entrepreneur can construct a factory without incur­
ring too much expense by way of clearing land, and services such
 
as electricity, water, telecommunications, etc. So far, serviced
 
industrial sites have been provided in Blantyre, Lilongwe, Mzuzu
 
and Liwonde. In addition, industrial estates for small- and
 
medium-scale Malawian entrepreneurs have been developed in
 
Blantyre, Lilongwe and at i'wonde.
 

2.2.2 Internal Trade Policy
 

The objective of Malawi's internal trade policy is to ensure
 
efficient distribution of goods and services and the maintenance
 
of price stability. For the marketing of agricultural produce
 
there are two parallel systems, one for estate crops, the other
 
for smallholder crops. The estate crop marketing is handled by
 
large-scale enterprises while smallholder crops are handled by
 
ADMARC and specialised smallholder crop authorities. ADMARC is
 
also responsible for the supply of the major inputs for small­
holder agriculture. In areas where ADMARC is unable to purchase
 
crops and sell farm inputs, licensed buyers and sellers are
 
engaged. In the recent past, licenced buyers and sellers have
 
not been used on a large scale although the potential is there,
 
particularly in the remote areas of the country.
 

In the area of merchandise trade, a small number of European
 
and Asian agents, wholesalers and retailers dominated retail
 
trade during the colonial period. In pursuance of its economic
 
development goal of increasing the degree of local participation
 
in business ventures, government started to restrict rural
 
trading to Malawians, right from independence in 1964.
 

I OPC, Economic Planning Division, Statement of Development
 
7 6
 Policies 1971 - 1980, Zomba, 1971, p.
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Meanwhile, in 1967 the Mandala chain of retail outlets closed its
 
rural operations, leaving mostly Asian-owned shops in the rural
 
areas. To facilitate the rapid participation of Malawians in
 
retail business, the government established the Import and Export
 
Company under the Malawi Development Corporation (a wholly
 
government-owned development corporation) with the aim of
 
improving distribution services in the rural areas and providing
 
wholesale facilities. In addition, government set up the
 
Development of Malawian Traders Trust in 1977 to provide
 
technical assistance to small-scale traders who until now have
 
been prevented from taking advantage of opportunities opened up
 
for them in the field of rural trade by the government policy of
 
restricting rural trade to Malawians only.
 

2.3 National Physical Development Plan'
 

The physical and economic structures of Malawi call for
 
economic services which are well spread in order to serve the
 
needs of the economy at minimal cost. Instead of spreading the
 
services over many isolated rural locations it is necessary to
 
group them at central places such as regional, district or
 
trading centres in order to minimise travel costs, encourage the
 
use of other services/facilities and create a market within reach
 
of entrepreneurs in the surrounding areas.
 

The National Physical Development Plan deals with the
 
spatial development aspects of national socio-economic develop­
ment. It provides spatial, geographical and physical planning
 
aspects of development. The plan is the basic instrument for
 
providing both comprehensive spatial framework for the coordina­
tion and implementation of national development policy, and the
 
optimum location of development projects of government minis­
tries, departments, statutory organisations and the private
 
sector. The plan follows the established concept of hierarchy of
 
service centres whereby the highest level centres provide those
 
services with the largest influence areas, and the low level
 
centres cater co those loca services which are needed almost
 
daily.2
 

I OPC. Department of Town and Country Planning, National
 
Physical Development Plan, (Draft), April 1986.
 

2 
 Ibid. p69
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The recommended system of service centres consists of:
 

2 national centrer 
1 regional centre 
7 sub-regional centres 

15 district and/o. main market centres 
84 rural market centres 

village centres (number of centres will be determined 
at district planning level) 

Blantyre and Lilongwe have been designated as national
 
centres due to the concentration of commercial functions and
 
government functions respectively. They contain functions and
 
services which have a nationwide influence area. Typical service
 
facilities include central government functions, specialised
 
health care, tertiary education, business, professional and
 
personal services; international transport and telecommunication
 
links.
 

Regional centres have an influence area which extends over
 
five or more districts and their facilities include large-scale
 
wholesale distribution and warehousing, regional ADMARC office,
 
specialised retail shops, etc. Apart from Mzuzu in the north,
 
the two national centres, Blantyre and Lilongwe, are also
 
expected to provide functions of regional centres and all lower
 
level functions.
 

Sub-regional centres have an influence area extending over
 
two to six districts. Their functions include manufacturing,
 
agro-processing, some commercial, business, professional and
 
personal services, vocational training establishments and
 
community services. The seven centres which have been designated
 
as sub-regional centres are Karonga, Kasungu, Salima, Mangochi,
 
Liwonde, Dedzn and Bangula.
 

District and/or main market centres extend over an influence
 
area the size of at least one district. Twenty five locations
 
have been designated as district and/or main market centres and
 
their facilities include industrial infrastructure, some banking
 
facilities, agro--input warehousing, specialised retailing and
 
wholesaling. Ten are centres of a higher hierarchical level
 
(Blantyre, Lilongwe, Mzuzu, Karonga, Kasungu, Salima, Mangochi,
 
Liwonde, Dedza and Bangula), while another ten are district
 
administrative centres. The other five centres are urban places
 
which have developed commercial functions on a reasonable scale
 
and which are located in strategically good positions. These
 
five centres are Euthini, Mponela, Monkey Bay, Ntaja and
 
Phalombe.
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Rural market centres are the hub of basic economic activi­
ties where rural inhabitants sell their agricultural produce and
 

buy the goods and services they need. Their services include
 

small retail shops, post office, health centre, mobile bank
 

services, multi-purpose community halls, ADMARC facilities for
 

agricultural input and output marketing, etc. A total of 84
 

rural market centres, 21 in the Northern Region, 33 in the
 

Central Region and 30 in the Southern Region, have been desig­

nated by the National Physical Plan. Rural market centres are
 

the lowest level that SEDOM, INDEFUND and DEMATT (or the expanded
 
DEMATT) are intended to serve.'
 

The above hierarchical settlement structure is already being
 

promoted and developed by government through two ongoing projects
 

the Secondary Centres Development Project and the National Rural
 

Centres Programme. The Secondary Centres Development Project
 

concentrates on the development of regional, sub- regional,
 

district and/or main market centres in the hierarchy while the
 

National Rural Centres Programme is restricted to developing and
 

improving rural market centres.
 

2.4 Structure of the Economy and Role of the SME Sector
 

2.4.1 Structure of the Economy
 

The structure of the economy of Malawi reflects the balance
 

of resource endowment. The country is better endowed with arable
 

land, favourable climate and unskilled labour than with minerals,
 
capital and technical skills. Agriculture provides livelihood
 

for close to 90% of the population, contributes just under 40% to
 

the country's gross domestic product, provides 88% of its exports
 

and accounts for no less than half of recorded paid employment.
 

Within agriculture, smallholder agriculture, mostly subsistence,
 

exceeds estate agriculture as a producer of foodstuffs, but not
 

as a producer of export crops.
 

The other significant sectors are manufacturing and distri­

bution which produce and sell the secondary products for which
 

demand is stimulated by incomes originating in the agricultural
 

sector. Public and other services also constitute a significant
 
sector in the economy.
 

There have been major structural changes in the economy
 

between 1967 and 1985. The share of agriculture has fallen from
 

51% to 38% as rising incomes and demand have stimulated rapid
 

expansion of the secondary and tertiary sectors. In addition,
 

agriculture has lost ground as a result of the slow rate of
 

expansion of output in subsistence agriculture. This is eviden­

ced by the decline in the share of subsistence agriculture in GDP
 

7 1 7 5
 
Ibid. table 3.6, pp. - .
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from 36% in 1967 to 25% in 1980 (Table 2.1). The other compo­

nents of GDP remained fairly constant during this period.
 

TABLE 2.1: SELECTED SECTORAL SHARES IN GDP
 

1967 1973 1980 1985
 
Agriculture 51.1 44.9 39.4 37.7
 

(Monetary 14.7 13.9 14.5 8.2)
 
(Subsistence 36.4 31.0 24.9 29.5)
 

Manufacturing 10.9 11.2 12.0 12.5
 
Construction 4.0 4.5 4.8 4.3
 
Transport 4.9 5.1 5.0 5.7
 
Services 13.0 10.- 11.1 10.8 
Other 16.1 23.8 27.7 29.0
 
Total GDP 100.0 100.0 100.0 100.0 

Source: Department of Economic Planning and Development
 

2.4.2 SME Capital Formation and its Financing
 

Not much has been written about the size and significance of
 
the SME sector in Malawi. From the little that has been written,
 
it is not possible to establish the size and structure of
 
investment in the SME sector. The level of monetary investment
 
alone is probably small, but taking both monetary and
 
non-monetary components into account, the magnitude of SME
 
investment is sizeable.'
 

Similarly, the literature has little information on the size
 
and significance of SME savings. The available information on
 
the probable average savings rate of the sector indicates that it 
is fairly low. Domestic saving rates for the economy have
 
averaged 3-5% in the recent past, reflecting high inflation 
rates, relatively low rates of economic growth and the unsatisfa­
ctory performance of the econoiny.," 

In order to have an idea of SME capital formation and its 
fi nancrig, at tempts have been made using the national accounts 
figures produce!d by government to estimate the size of SME 
investment and its financing during the last few years. 
The method used wats to estimate SME investment and savings using 
1978 national a.counfts figure . 3 

Chipeta, C. (1981) 1,,digenous Economics (New York: 
Exposition Press) 

World Ban!;, Ha a i . hrorin(iii c Recovery: Uesource and 
Pol icy_.Needs, An Economic Memoranduin, 1985 

it iEmates of gross fixed capital format ion, broken down 
into larie-, medium- and sinal.]-scale, components, were last 
published I'or the year 1978 by the National Statistical Office. 
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For medium-scale fixed investment it is assumed that all of
 

it forms part of SME investment. However, for small-scale fixed
 
the data because
investment further adjustments have been made to 


the indicator for small-scale investment is construction
 
In the
consisting of both dwelling units and business property. 


in
absence of information on small-scale fixed investment 


dwelling and business construction, estimates have been wade on
 
for a higher
the basis that co,,struction of houses accounts 


construction associated with
proportion, probably 60%, than the 

The size of SME investment in
SME businesses (a ratio of 3:2)1. 


about K4.7 million (i.e. 2/3
1978 is, therefore, 	estimated at 

medium-scale investment). Applying the
small-scale plus all 


per annum for small-scale investment
 average growth rate of 13.5% 


for the period 1978 to 1986, the current (1986) size of invest­

ment is estimated at K12.9 million.
 

FIXED INVESTMENT AND ESTIMATE SME INVESTMENT,
TABLE 2.2: GROSS 

1978 AND 1986 (K MILLION)
 

1978 1986
 
247.1 307.8
Gross fixed investment 

149.0 196.2
Public 

98.1 111.6
Private: 

87.8 85.9
Large-scale 

1.0 N/A
Medium-scale 

9.3 25.7
Small-scale 

4.7 12.9
Estimated SME investment 


Department of Economic Planning and Development, and
Source: 

estimates derived from government figures
 

The technique for estimating SME savings involves applying
 

an average savings rate of 3%2 to small- and medium-scale sector
 
savings are
GDP at current market prices. Assuming that business 


1 The 3:2 ratio was 	obtained by expressing business income
 

income, excluding wages and transfers
 as a percentage of total 

using information contained in National Statistical Office,
 

National Sample Survey of Agriculture, 1980/1981, Zomba, 1984.
 
the low degree
The survey was limited to rural areas, but given 


are fairly representative. The

of urbanisation, the proportions 


to business expenditure was also 3:2.
ratio of farm 


2 World Bank, Malawi - Economic Recovery: Resource and
 
4 0
 .
Policy Needs, An Economic Memorundum, 1985, p.
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proportional to the share of business income in total sector
 

income, SME savings were calculated as 2/5 of total savings.1
 

TABLE 2.3: SME SAVINGS ESTIMATES, 1983-1986 (K MILLION)
 

1978 1982 1983 1984 1985 1986 

SME sector GDP 
at current market 

prices 404.4 586.3 674.9 797.1 931.8 1064.2 

Savings (3 per cent 
of sector GDP) 12.1 617.6 20.2 23.9 27.9 31.9 

SME business savings
 
(Two-fifth of total) 4.9 7.0 8.1 9.6 11.2 12.8
 

Source: Department of Economic Planning and Development and our
 
estimates
 

Until recently, SMEs have had little access to formal credit
 
for starting up and expanding businesses. Information on
 
commercial bank lending to SMEs is not available. In any case
 
the number of advances from commercial banks going into SME
 
investment is perhaps negligible as commercial banks do not lend
 
for start-up capital nor to persons without banking track
 
records, such as many small- and medium-scale Malawian entrepre­
neurs.
 

SME investment has, therefore, been funded largely by
 
savings during the past years, as confirmed by the large propor­
tion of entrepreneurs in the READI survey who started their
 
businesses with their own savings from wages, farming and other
 

businesses. Formal credit, of a limited size for SME investment,
 
has only been available from 1982 to date (with the exception of
 
the period 1978/1979 when the Investment and Development Bank
 
made available KO.5 million through commercial banks).
 

Table 2.4 gives information on the financing of SME invest­
ment during the period 1978-1986. Clearly, even with the
 

establishment of SME developmcnt financial intermediarie%,
 
the sector has continued to finance most of the capital for­
mation from internally-generated savings. These results are
 

also consistent with the finding of the World Bank that the
 
household sector under which most of the SMEs fall "has been
 

1 SME savings are estirated as 2/5 of total SME savings,
 

based on the proportion of business cash income out of total cash
 

income derived from National Sample Survey of Agricultrue,
 
1980/81 report.
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the only one to show a consistent surplus (savings greater than
 
investments)".1
 

TABLE 2.4: SME SAVINGS, INVESTMENT AND CREDIT (K MILLION)
 

1978 1982 1983 1984 1985 1986

Est. SME investment 4.7 
 7.8 8.9 10.1 11.5 12.9
 
Est. SME savings 4.9 8.1 11.2
7.0 9.6 12.8
 
surplus/(shortfall) 0.2 (0.8) (0.1) (0.5) 
 (0.3) (0.1)
 

SME credit (INDEFUND

and SEDOM)* 
 0.5 0.8 0.5 1.1 1.6 2.5


Balance 
 0.7 0.0 0.4 0.6 1.3 2.4
 

Sources: Study estimates, SEDOM & INDEFUND
 

For SEDOM only term loans of K3,000 and above have been
 
include.
 

2.5 Institutional Framework for SME Development
 

A number of government ministries, statutory bodies and
 
private sector institutions play an important role in the
 
promotion and regulation of the private enterprise sector in
 
Malawi. Trade, Industry and Tourism, Agriculture, Forestry and
 
Natural Resources are examples of ministries which directly

influence the sector through promotional programmes of research,

credit/financing and 
the provision of investment incentives.
 
Others such as the Ministry of Finance and the Office of the
 
President and Cabinet (Department of Economic Planning and
 
Development) influence the sector 
through the setting of national
 
economic policies and strategies. SME support institutions, such
 
as INDEFUND, SEDOM, DEMATT, MEDI, RTS, 
Rural Growth Centres
 
Project 
and MUSCCO, are responsible for implementing some of the
 
government SME development programmes, while some large-scale

enterprises (both private and public, such as 
MDC, Press Corpora­
tion Liziited, SUCOMA, ADMARC, etc.) could and do play a part 
in
 
promoting SME development.
 

2.5.1 Ministry of Trade, Industry and Tourism
 

The Ministry of Trade, Industry and Tourism is 
the govern­
ment agency most intimately involved with small-
 and mediumscale
 
enterprise sector, mainly because 
it is responsible for
 
implementing government industrial and commercial policies.

For operational purposes the ministry is divided into three func­
tional departments; trade, industry aid tourism. 
 Given the terms
 
of reYerence of the study, the focus will be 
on the trade and
 
industrial departments.
 

World Bank, 1985 p38
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The Trade Department
 

The Trade Department is responsible for the promotion and
 

regulation of internal and external trade. In this regard, the
 

department is responsible for:
 

(a) 	 monitoring multilateral obligations pertaining to
 

international commodity agreements and within the
 

context of Malawi's membership in several international
 

organisations;
 

(b) 	 liaising with all institutions which are connected with
 

commercial 	activities, such as the Malawi Export
 
and Export
Promotion Council, DEMATT, SEDOM, the Import 


Company of Malawi, the African Busi,;essmen Association
 

(ABA), the Registrar of Companies, District Commis­

sioners for the promotion and administration 	of
 

internal trade; and
 

(c) 	 issuing import and export licenses.
 

The department has statutory responsibilities over incorpor­

ation and registration of trading companies, trading licenses,
 

acquisition of land for trading purposes, regulation and super­

vision of co-operative societies, price investigation and
 

inspection and assessing of weights and measures used in trading
 

operations throughout the country.
 

or
 

programmes in which the Trade Department is involved, apart from
 

issuing trading licenses, which in most cases has been delegated
 

to District Commissioners. The field infrastructure of the
 

department, three regional trade officers stationed in Mzuzu,
 

Blantyre and Lilongwe, is inadequate for effective performance of
 

activities that would assist the Malawian SME trade sector.
 

As far as SMEs are concerned there are no clear policies 


The Industrial Department
 

The duties and responsibilities of the Industrial Department
 

are geared towards the promotion and development of manufacturing
 
those
industries. The department is primarily involved in 


activities that flow from the Industrial Development Act, 1966,
 

including:
 

(a) promoting the expansion of existing industries and the
 

establishment of new ones which are both import­
substitution and export -oriented;
 

(b) encouraging and promoting the development of Malawian
 

entrepreneurship in the area of small- and medium-scale
 
industry;
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(c) 	 undertaking analysis of industrial investments;
 

(d) 	 assessing and reviewing industrial incentives such as
 
tax rebates, exclusive protection and tariff protec­
tion;
 

(e) 	 incorporation and registration of industrial firms; and
 

(f) 	 licencing of industrial firms.
 

The department has a Small-Scale Industry Unit which was
 
primarily created to:
 

(a) 	 formulate and enforce government policies in order to
 
create a climate favorable to SME development;
 

(b) 	 promote small-scale industries;
 

(c) 	 collect data and disseminate information pertaining to
 
the development jf small-scale industries; and
 

(d) 	 advise small- and medium-scale Malawian entrepreneurs
 
on licencing requirements, raw material procurement,
 
marketing and financial assistance programmes.
 

The planned establishment for the unit was four officers:
 
one senior industrial development officer, one economist, one
 
industrial officer and one senior assistant industrial develop­
ment officer. The unit is currently staffed by only two people
 
and is therefore unable to deal affectively with problems facing
 
small- and medium-scale enterprises.
 

2.5.2 SME Development Institutions
 

Investment and Development Fund (INDEFUND)
 

INDEFUND wgs set up under the auspices of the Investment and
 
Development Bank in December 1981 and began its operations in
 
early 1982 with the aim of providii.g medium-size loans (K20,O00
 
to KlO0,O00 initially and currently K30,O00 to K150,O00) to
 
Malawian entrepreneurs who could not otherwise obtain funds for
 
projects from INDEBANK or SEDOM due to loan size limits. Its
 
priority funding is for projects that would promote exports,
 
reduce imports, use domestically available raw materials,
 
develop Malawian skills, increase the general production and
 
productivity of the economy and contribute to creation of
 
employment. Emphasis was to be upon productive projects rather
 
than those in the trading and service sectors. However, since
 
its inception INDEFUND has financed projects in such areas as
 
manufacturing, services, tourism, agriculture, agro-industry,
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fishing, trading and construction. INDEFUND's lending operations
 
during the first plan period, 1982-1985 are given in
 
Table 2.5.
 

TABLE 2.5: LOAN APPLICATIONS TO INDEFUND AND APPROVALS
 

1982 1983 1984 1985
 
Loan applications received 320 203 
 315 190 
Loans applications approved 16 7 22 26 
Value of approved loans (K,O00) 800 215 736 1,059 
Funds disbursed (K,000) 176 423 1,149 1,787 
Average loan size (K,000) 29 42 42 54 
Annual rejection rate (%) 95 97 93 87 
Rate of arrears (%)1 - 48 64 40 

Source: INDEFUND
 

Apart from operating as a lending institution, INDEFUND is
 
allowed by its charter to take up equity capital in projects.

However, this has not been done yet, due to INDEFUND's capital
 
structure which is predominantly made up of loan capital obtained
 
through the Malawi government from outside organizations. In
 
1984 INDEFUND started to orerate a business advisory service as
 
an integral part of with a view
its development objectives, to
 
developing sound entrepreneurship and management skills for both
 
clients and personnel.
 

INDEFUND currently charges interest of 16.5% on loans, the
 
duration of the loan being two to 12 
years with a maximum grace

period of four years. Borrowers are required to make a contribu­
tion of at least 10% of the total cost of the project. They must
 
also provide security in the form of debentures, mortgages or
 
bills of sale, and life insurance.
 

INDEFUND is now implementing its second plan (1986-1988).
 
The focus of the plan is to improve financial performance and
 
to make INDEFUND self-sufficient as a development bank by:

(a) securing adequate 
finance on softer terms for on-lending;

(b) improving the productivity and efficiency of operations of
 
its main branches - investigations, monitoring and business and
 
technical advisory services; and (c) increasing income from
 
projects through reducing the rate of arrears and bad debts.
 

I Ratio of amount of money due for repayment but not paid
 
at the end of the year and total repayment due at the end of each
 
year.
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At the time of data collection for this study, INDEFUN, 

had 68 clients and their distribution by industry is shown fin 
Table 2.6. 

TABLE 2.6: DISTRIBUTION OF INDEFUND CLIENTS BY INDUSTPY
 

Projects Amount
 

Industry No. % Value (K)
 
19.75
Food Products 19 27.94 640,205 


Textile Goods 
 9 13.24 542,800 16.75
 
Other Manufacturing 4 5.88 176,000 5.43
 

Agriculture and Forestry 10 14.71 579,000 17.87
 

Trade, Restaurant, and
 
29.93
Services 21 30.88 969,749 


Other (Quarrying and
 
Construction) 5 7.35 332,800 10.27
 

Total 68 100.00 3,240,554 100.00
 

Unlike SEDOM, where the emphasis is in promoting manufac­

turing (the first three industries in Table 2.3 above), INDEFUND
 

provides funds to all business sectors. Manufacturing accounts
 

for 47% of projects and 42% of loan amount. Food processing
 

accounts for 28% of all projects, but only 20% of loan amount.
 

Ninety three per cent of all projects, and the same propor­

tion of loans, are controlled by male clients. There are only
 

five female clients, with an average loan size of !144,160,
 

compared with the 63 male counterparts with an average loan size
 

of K47,932.
 

center
 

22% and the north 18% of the projects funded by INDEFUND. The
 

regional distribution of the projects may be a reflection of
 

population distribution which is denser in the south, providing a
 

ready market for products without incurring haulage costs.
 

However, the distribution of projects is likely also to be a
 

result of the location of INDEFUND offices in the Southern
 

Region.
 

In terms of regional distribution, the south has 60%, 


The 68 projects had created 1,232 jobs. Agriculture, trade
 

and other industries (quarrying and construction) employ a higher
 

proportion of the labour force than manufacturing. Looking at
 

the average number of employees per project in each industry,
 

construction and quarrying employ the la.'gest number of people,
 

followed by agriculture; food processing is the lowest. In terms
 

of amount of loan it takes to create/save one job, again the same
 

industries which have the largest average employment figures have
 

the lowest loan/job ratio.
 

24
 



The Snall Enterprise Development Organization of Malawi (SEDOM)
 

The Small Enterprise Development Organization of Malawi
 
(SEDOM) was formed by the Malawi Government, with the assistance
 
of the European Economic Community, in 1982. The purpose was 
to
 
create an institution which would assist Malawian entrepreneurs

who could not otherwise obtain financial assistance from the
 
commercial banks and other financial intermediaries either
 
because of the nature of the enterprise being proposed or the
 
conditions and requirements of the lending institutions. SEBOM's
 
trust deed empowers it to carry out, among others, the following
 
functions:
 

(E) 	 to provide loans to Malawian entrepreneurs;
 

(b) 	 to acquire and improve land intended for rental or
 
sale to Malawian entrepreneurs engaged in industrial
 
ventures and to construct premises which Malawian
 
entrepreneurs can rent or buy;
 

(c) 	 to establish and operate schemes which can facilitate
 
the purchase or hire of machinery, materials, parts and
 
components; and
 

(d) 	 to arrange, sponsor and co-ordinate any training
 
activities which are related to the setting up and
 
operation of industrial enterprises by Malawians.
 

SEDOM can extend a loan to the maximum amount of K50,000 at
 
in interest rate o*7 16% per annum. A loan can be granted at
 
,hree levels, depending on the amount. Loans up to K3,000 are
 
approved by the General Manager, loans between K3,000 and K30,000
 
are approved by the Loans Committee and loans between K30,"1.0 and
 
K50,000 are approved by the Board of Trustees. Up the ,d of
to ...

August 1986, SEDOM had extended a total of 1,610 loans valued at
 
K2,987,000. About 42% of SEDOM's clients are in 
rural areas.
 
Table 2.7 below depicts the annual breakdown of loan applications
 
received and approved, including total loan values.
 

TABLE 2.7: APPLICATIONS 
FOR LOANS FROM SEDOM AND APPROVALS
 

1983 1984 1985 1986

Loan 	applications received 209 473 
 1094 1126
 
Loan applications approved 46 220 736 608
 
Funds disbursed (KI,000) 166 
 603 1327 891
 
Average loan size (K) 3600 2750 
 1800 1500
 
Annual rejection rate (%) 78 53 33 46


1
Rate 	of arrears ­ 2.4% 5.9% 9.4%
 
Source: SEDOM
 

Ratio of amount of money due for repayment but not paid
 
at the end of the year and total repayment due at the end of each
 
year.
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Apart from proving the soundness of the venture for which
 
finances are being sought, a prospective client must be prepared
 
to meet 20% of the initial capital outlay and demonstrate that
 

she/he has the requisite skills or experience for running the
 

venture. Depending on the amount of the loan, a client may be
 

required to have either life insurance or property insurance.
 

Four-fifths of all credit has gone into manufacturing, with
 

,ery little left for the other industries. Food products and
 

textile goods rank high in the manufacturing sector. This bias
 

is in line with the policy of promoting either the import
 
substitution or export sector.
 

Grain milling and tailoring together account for 39% of all
 

firms granted credit. This is a large portion of credit to be
 

going to only two types of industries.
 

The Northern and Central Regions have very few projects
 
funded by SEDOM. The skewed distribution of SEDOM loans appear
 

to be a result of the location in the Southern Region of manage­

ment responsible for approving mini-loans. In recognition of the
 

bias in the distribution of loans, SEDOM management has now
 

devised a method whereby once a month the management reviews
 

mini-loan applications at each of the regional offices and makes
 

decisions right there.
 

There are biases within regions also. Districts further
 

away from the regional headquarters tend to have fewer projects
 

than the centres themselves. This is due to either lack of
 

awareness of the existence of SEDOM, or to the distance, which
 

makes owners unable to present their cases personally. Subject
 

to availability of funds and competent personnel, SEDOM has drawn
 

plans to open district offices to cater to rural communities.
 

over 50% of
 

all funds. Since they are many in number but small in value,
 

they are not monitored thoroughly. However, considering the high
 

proportion of the total loan portfolio they form, there may be
 

need to monitor the use of the loans, maybe using DEMATT staff,
 

who have a wider coverage of the country.
 

Mini-loans account for 90% of all projects and 


About 50% of all jobs are in the manufacture of wood, clay,
 

and metal products, yet they represent only a fifth of all firms
 

sampled, unlike food processing and textiles wh ich together
 

for 60% of all firms but have only 26% of all jobs.
account 

Industri.'s that produce wood, clay and metal products create more
 

jobs and require less money to create one job than any of the
 

other types of businesses funded by SEDOM.
 

SEIDOM's future plans involve consolidating its current 

activities of providing financial, business and technical 

-issistance. Apart from increasing its financial base, SEDOM 

intends to increase its manpower contingent within the next
 

five years. 
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The Development of Malawian Traders' Trust (DEMATT)
 

DEMATT was established in 1978 with technical assistance
 
from an American private voluntary organisation, Partnership for
 
Productivity (PfP). The main purpose of DEMATT was to promote
 
growth, expansion and further development of Malawi's private
 
business sector, particularly the small- and medium-scale traders
 
located in rural areas where Asian traders had previously been
 
operating their businesses.
 

Under the pilot phase (1978-1981), DEMATT conducted a
 
business advisory service which was designed to upgrade the
 
entrepreneurial skills of Malawian traders and create awareness
 
of the business opportunities offered by government. The
 
business advisory service is mainly provided at the entrepre­
neurs' places of business where DEMATT business consultants
 
assist clients on a one-to-one basis. Group training sessions
 
are also held at convenient centres where there is a common
 
training need shared by several business people.
 

DEMATT has 25 field offices, eleven in the south, six in the
 
Centre and eight in the north, and each one of these is staffed
 
by e business consultant. DEMATT assists a total of 2,000
 
clients throughout the country. Sixty per cent of these clients
 
are in the retailing business, 30% are producers and 10% are in
 
the services sector. The target number of clients by the end of
 
phase II is 5,000. DEMATT hopes that the ratio will increase in
 
favour of producers.
 

During phase II (1982-1988) a credit worthiness scheme,
 
which was intended to improve the use of capital already existing
 
in the rural areas and increase the capital flow through the
 
provision of loans, and a mobile unit designed to provide
 
services outside the major trading centres in the remote rural
 
areas, were introduced. An accounting service offering sound
 
accounting procedures to current and new clients at scheduled
 
fees was planned but is still to be implemented.
 

The Malawian Entrepreneurs Development Institute (MEDI)
 

MEDI is Malawi's premier institution for entrepreneurship
 
development. It is charged with the creation and expansion of
 
the indigenous entrepreneurial community and promotion of
 
Malawian entrepreneurship.
 

The objectives of the institution are achieved through
 
numerous courses on how to start a business in manufacturing,
 
retailing, and the service trades. The training combines bol.i
 
entrepreneurship and technical skill development for clients who
 
do not have the proper background for starting a business. MEDJ
 
graduates are trained to be employers, not employees. As i;uch
 
MEDI hopes its graduates will assist in the creation and griowth
 
of paid employwent.
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The institute has been operational since 1981 under the
 
Ministry of Labour. MEDI is a successor of what use to be called
 
Vocational Training Institute (VTI) launched in the midi 1970s by
 
the Ministry of Labour in the very premises now occupied by MEDI.
 
It is jointly funded by the Malawi government and the United
 
Nations Development Programme, and receives technical input from
 
the International Labour Organization.
 

During the present phase of the programme (1986-1988), about
 
150 Malawians will receive training each year on or off the
 
institute campus at Mponela, about 50 kilometers north of the
 
Capital City, Lilongwe. So far no women have been included in
 
the student population, but plans are under way to include women
 
in the near future. The average cost' of training one graduate
 
is currently (1986/87) around K10,800 and expected to drop to
 
K3,600 in 1987/88 when the number of trainees nears the planned
 
level of 150 graduates a year.
 

The institute currently operates a K200,000 UNCDF loan fund
 
as seed capital for its graduates. Over K100,000 has been loaned
 
to graduates so far. MEDI is therefore a full-fledged financial
 
intermediary for its graduates. It also has close liaison with
 
other funding agencies active in small- and mediumscale
 
enterprise development in Malawi, such as SEDOM and MUSCCO.
 

The major constraint in the training of entrepreneurs is the
 
limited number of entrepreneurs the institute can train in a
 
year.
 

Rural Trade School (RTS)
 

The school was established in 1975, with West German
 
government assistance, but now is fully Malawian run and fi­
nanced. The objective of the school is the development of rural
 
entrepreneurs as opposed to MEDI's emphasis on rural and semi­
urban entrepreneurs. As such RTS and MEDI complement each other.
 
Entry qualification is usually Form II education level although
 
some candidates with only primary school qualifications have been
 
trained at the school.
 

The first year is spent in gaining familiarity wUth tools of
 
their trade, and the second learning how to make proaucts which
 
have been identified as being needed in the rural settings where
 
they will be placed. They are also taught basic business
 
management, some of them eventually become DEMATT clients and
 
receive more on-the-job training in business management. The
 
school also provides up-grading courses during school holidays to
 
train the graduates make new products which have been found to be
 
needed in the rural areas.
 

1 The average cost is composec, of the annual operating 
budget plus amortisation of capital i.i'rovements, equipment and 
tools. 
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The graduates are placed in rural areas away from their
 
homes. Each gridunte is equipped with a tool kit containing some
 
tools and raw materials, and signs a contract for five years in
 
return for the assistance. Presently, there are 411 graduates
 
still under contract, but only 242 of them still require RTS
 
extension services.
 

The school claims that only 20% of the graduates abscond
 
fror. duty, and that many of those absconding return to sign a new
 
contract, and in return they get a new set of tools. Most of the
 
graduates found in the field are living on a shoe-string budget,
 
rarely earning more than K50-K70 per month, and in the case of
 
the metalworkers, normally relying on repair work rather than
 
production.
 

In the past the school tried a revolving fund, to provide
 
the graduates with working capital to buy raw materials. Poor
 
repayment record led to the discontinuation of the scheme;
 
instead a bulk warehouse facility for the graduates to buy small
 
quantities of raw materials at large quantity discount prices has
 
been provided. In reality the facility is not often used because
 
of the location of the graduates in relation to the school in
 
Salima.
 

The school has nine technical instructors, but is critically

understaffed, with the extension officer having to do teaching as
 
well. The business and entrepreneurship training is very
 
limited, characterised by the lack of business planning which may

have contributed to financial difficulties in which many of the
 
graduates find themselves.
 

The school is still teaching the same things that were
 
taught when the school opened, and should up-grade the prodict
 
range so that it is more in tune with the needs in the rural
 
areas. However, the school provides a valuable service to 
other
 
development institutions such as the Rural Growth Centres
 
project, by placing the graduates in the centres. The operating

budget is around K300,000 per year, about K7,500 per graduate.
 

The Malawi Union of Savings and Credit Co-operatives (MUSCCO)
 

MUSCCO was officially registered as a national organization

of siivings and credit co-operative societies or credit unions in
 
September 1980. MUSCCO's philosophy and operations are aimed at
 
achieving the following:
 

(a) 	 to provide savings institutions in predominantly rural
 
areas from which the mobilised capital can be used for
 
credit by its membership to increase productivity and
 
raise their standard of living;
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(b) 	 to promote the organisation and development of sound,
 
self-sufficient credit unions in the country; and
 

(c) 	 to promote a source through which outside funds and
 
technical assistance can be sought to further the
 
development of the credit union movement.
 

At the inception of MUSCCO there were 26 credit unions in
 
the country with a total membership of 7,700. Total savings
 
stood at K400,000 while total loans outstanding were K300,O00.
 
To meet its initial and developmental costs, MUSCCO was given a
 
five year grant by USAID. At present, there are 58 credit unions
 
with a total membership (as of 31st December, 1985) of about
 
14,500. At this date, the total loans outstanding amounted to
 
K989,755 while total shares stood at K934,414, thus making
 
K27,570 in reserves and total assets of Kl,095,571. To service
 
these credit societies, MUSCCO has three regional offices.
 

Commercial Banks
 

The two commercial banks account for most of the financial
 
savings in the country. At the end 1983, for example, they held
 
a total of K154.3 million in the form of time and savings
 
deposits. The Post Office Savings Bank held K41.4 million in
 
savings deposits at the end of the same year, while the New
 
Building Society had K15.5 million in fixed, investment and
 
savings deposits.' Savings and credit co-operatives barely had
 
KI.0 	million in share deposits at about the same time.2
 

The dominance of the commercial banks is due to the provi­
sion of a larger range of deposit instruments (savings, shortterm
 
and time deposits of varying maturities), and a wider network of
 
savings infrastructure which, in 1985 stood at 27 branches, 29
 
static agencies and 106 mobile agencies. These facilities have
 
grown steadily in number since 1967 when there were 10 branches,
 
29 static ogencies and 54 mobile agencies. In 1970, the
 
comparative numbers were 17, 32, and 76, respectively.3
 

I Reserve Bank of Malawi, (1985) Financial and Economic
 
Review, Vol. XVII, No. 2
 

2 
 USAID, (1983) The Private Sector and the Economic
 

Development of Malawi
 

3 flarawa, R. (1985), "The Chanjing Physical and
 
Financial Structures of the Commercial 3anking System in Malawi
 
1965-1984: Some Lessons," paper presented at the Southern
 
African Universities Social Science Conference held at Chancellor
 
College in July.
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The Post Office Savings Bank has a larger network of
 
branches and agencies, 113 and 51 respectively, and is open more
 
hours and days per week. Interest income on its own deposits is
 
exempt from taxation, and it enjoys security and safety. It has
 
lower minimum deposit balances and withdrawal is allowed at any

post 	office. But, as its clientele consists of small savers, it
 
does 	not have as much money in deposits as each of the commercial
 
banks. 
 The fact that it does not lend money to the general
 
public acts as a disincentive to banking with -.t.
 

The New Building Society is open about the same length of
 
time per week as the Post Office Savings Bank and has a low
 
minimum deposit balance requirement as well as several deposit

instruments. However, it places restrictions on the amount of
 
each 	savings withdrawal and has a more limited range of branches
 
serving only five urban centres.
 

Savings and credit societies (credit unions) are fairly new,

relatively few in number (58), small in size and do not the
cover 

entire country. The low dividend rate allowed on 
sharer, compares
 
most unfavourably with 
interest rates paid on fixed investment,
 
short-term and savings deposits at commercial banks. In
 
addition, they do not offer alternative savings deposit instru­
ments.
 

Informally, savings are held in the form of currency at
 
home, through rotating savings and credit societies and through

giving money to other people for safe-keeping. The amount of
 
savings held in this form is not known and it does not earn
 
interest. Lending at high rates of interest is 
done 	through

informal money lenders. The Money Lenders 
Act limits the maximum
 
interest rate tn 30%. Illegally, rates above 30% are charged.
 
This does not appear to deter borrowing, largely to finance
 
consumption.
 

The two commercial banks do not provide credit to SMEs for
 
several reasons. The following are some of the major reasons
 
advanced by commercial banks:
 

(a) 	 it is costly to deal with large numbers of SME bor­
rowers, and given the interest rates which are fixed by
 
government, there is a feeling that the rates do not
 
reflect the real cost involved in providing credit to
 
the SME sector;
 

(b) 	SMEs are considered risky borrowers and commercial
 
banks are not in the business of lending money for
 
start-up investments, particularly to entrepreneurs
 
without a track record, as many of the small- and
 
medium-scale Malawian entrepreneurs are;
 

(c) 	historically and by purpose the target group of
 
commercial banks' customers in Malawi has excluded the
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SME sector, particularly the small-scale enterprise 

entrepreneurs; and 

(d) 	 given the difficult liquidity position faced by the two 

commercial banks from time to time, the money is not 

there to engage in lending to the SME sector. 

2.5.3 Institutional Linkages 

While the Ministry of Trade, Industry and Tourism is the 
with commerce and industry,government agency intimately involved 

other ministri es and specialised government agencies are involved 

in and consulted on specific problems and policy issues. Key 

among thuose consu l t ed on pol icy issues are the Department of 

Economic Planning and Development in the Office of the President 

and Cabinet ion industrial and trade policies), the Ministry of 

Finance (on industrial incentives and finance), the Ministry of 

Agriculture (regarding agro-industrial projects) and the Malawi 

Export Promotion Council (MEPC), on export promotion. The areas 

wheret lohre appear to he minimal linkages between the Ministry of 

Trade, Industry and Tourism and other government ministries/ 

depart ments involved in SME development are in matters per­

taining to training of entrepreneurs at MEDI, Rural Trade School, 

the Rural Growth Centres Project, the University of Malawi and 

technical schools under the Ministry of Education. 

A number of parastatal body SME development institutions, 

DEMATT, MEPC and SEDOM report to the Ministry of Trade, Industry 

and Tourism and the Department of Statutory Bodies in the Office 

of the Pres ident and Cabinet. on policy and technical issues. In 

all the three cases the Ministry of Trade, Industry and Tourism 
formalis represented at the board level. As of now there is no 


link with INDEFUND and the commercial banks.
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CHAPTER THREE
 

DESCRIPTION OF THE SMALL- AND MEDIUM-SCALE ENTERPRISE SECTOR AND
 
PROFILE OF SMALL- AND MEDIUM-SCALE MALAWIAN ENTREPRENEURS.
 

3.1 Introduction
 

Although the importance and size of the agricultural sector
 
is usually a starting point in any description or analysis of
 
Malawi, other sectors of the economy are important as well. The
 
development of the agricultural secto , including fishing and
 
forestry, is a well-measured success. Other sectors, such as
 
trade and industry, have also had impressive growth.
 

The contributions to the Malawian national income of the
 
non-agricultural sectors, however, are most visible in the
 
activities of larger enterprises. Whereas much is known about
 
the larger firms because they are covered by regular surveys for
 
statistical use. information about the many smaller firms is
 
sparse, often being merely names which are 
kept by local authori­
ties. Many small economic activities are operated without being
 
officially recorded anywhere.
 

Consequently, virtually nothing is known about the size and
 
the contributions to the national economy from the sector of
 
small- and medium-scale enterprises. Nevertheless, development
 
economists worldwide generally consider this sector of the
 
economy to be especially important for the economic growth and
 
development of any country, whether large or small, wealthy or
 
poor, but especially important to the less developed countries.
 

As productivity increases and agricultural production is
 
transformed by large structural changes, rural demography is also
 
significantly changed: rural workers become available for non-­
agricultural employment, thus expanding supply in the labour
 
market, and the remaining agricultural workers have greater
 
effective demand for goods and services due to their rising

incomes and expanding demand in the goods and services market.
 
Not only is there a growing potential market for products and
 
services which may be supplied by small- and medium-scale
 
enterprises, there is also a national economic priority for the
 
development of this sector because of its impact on the economy.
 

In the coming decades, according to the World Bank, a fast­
growing number of workers in most developing countries "will seek
 
employment in non-farm occupations - roughly two out of every
 
three job seekers over the next 25 years". The World Bank study
 
goes further to say that the absorbtion of "the growing labour
 
force in productive employment is one of the principal challenges
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of development".' It is likely that these challenges will be
 
met, in part, through the development of the SME sector. Many
 
economic advisers and policy-makers, including those at the World
 
Bank, hold this view for several related reasons:
 

(a) 	 the cost per work-place in small- and medium-scale
 
enterprises is likely to be lower than for large firms;
 

(b) 	 capital should be proportionately spent on capital
 
intensive, as well as i-bour intensive businesses. It
 
is recognised that capital intensive businesses give
 
rise to support industries which help to develop the
 
SME sector;
 

(c) 	technology needs to be developed to promote the growth
 
of small- and medium-scale enterprises to make
 
effective use of scarce capital and provide jobs;
 

(d) 	SMEs are better placed to make effective use of
 
resources and raw material found in small quantities,
 
and better able to serve small market needs than
 
large-scale enterprises which need both large quanti­
ties of raw materials and substantial markets to make
 
the business viable;
 

(e) 	 relatively more unskilled workers and women workers are
 
employed in small- and medium-scale enterprises; and
 

(f) 	 the distribution of national income is improved by
 
increasing income in poor households.
 

A policy of developing the economy's enterprises in agro­
business is complementary to the development of the agricultural
 
sector and logically follows the achievement of national self­
sufficiency in the production of food. An important approach to
 
a continuation of the momentum of the past economic progress
 
would be, for the reasons listed above, one of building entre­
preneurship and enterprises of all kinds, especially in agro­
business.
 

I World Bank. Employment and Development of Small Enter­
prises, A Sector Policy Paper, Washington, DC: World Bank, 1978,
 
p.11).
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3.2 	 Description of the Small- and Medium-scale Enterprise Sector
 

The term small- and medium-scale enterprise could be defined
 
in various ways, depending on the circumstances in which the term
 
is being used. In this study an SME is defined as any business
 
engaged in manufacturing, processing, assembling, provision of
 
services, repairing or trading, owned and operated by Malawian
 
private citizens.
 

Characteristics of the small- and medium-sized .usinesses in
 
Malawi generally reflect the level of development of the economy.

The summary of the READI survey (Table 1.1), shows that most of
 
the businesses are in:
 

(a) trading activities - bars, retail and wholesale trade;
 
(b) service activities on a small scale - repair of shoes,
 

radios, watches, and motor vehicles; restaurants, bars,
 
rest-houses and hotels; and
 

(c) 	a few common manufacturing activities - clothing,
 
carpentry, sheet metal products, and agricultural hand
 
tools such as hoes.
 

These enterprises require relatively little capital 
to start
 
and operate. They are typically artisan activities or small
 
shops, dealing in commodities for basic consumption and serving
 
small markets which are fragments of a larger economy-wide
 
market. Accordingly, most of these businesses produce or trade
 
in very small quantities and employ very few personis, usually

only 	the owner of the business and perhaps, particularly in
 
trading businesses, the spouse.
 

3.2.1 Structure of SME Investment
 

Data on the amount of money invested by SMEs in various
 
industries is not available in the national accounts or any other
 
published source. Thus, data generated by the READI survey was
 
used to get some idea about the structure of SME investment.
 

In terms of the amount of money invested in different SME
 
industries during the past, the most prominent industry is the
 
wholesale and retail trade sector which accounted for 34% of
 
total investment. Restaurants, bars and hotels accounted for
 
27%, other manufacturing 10%, textiles and clothing 8%, food
 
processing 8%, and services 8%. The rest of the sectors
 
accounted for claimed lower proportions of total investment.
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With regard to the size of initial capital, three-quarters
 
of the businesses in the READI survey were started with less than
 

than K10,000 (Table
Kl,000, while less than 5% started with more 

3.1).
 

TABLE 3.1: DISTRIBUTION OF BUSINESSES BY SIZE OF INITIAL CAPITAL
 

Initial Investment (K) Businesses (W)
 
0 - 100 6
 

101 - 1,000 72
 
1,001 - 10,000 18
 

10,001 and over 4
 

Within business types there are large variations in the
 

amount of initial investment. The following table shows that in
 

most types of businesses the standard deviation in initial
 
the size of the mean amount,
investment is three or four times 


and as much as 15 times in the group of bars and restaurants.
 

TABLE 3.2: VARIATION IN INITIAL INVESTMENT (K,000)
 

Business type Total Mean Std. Dev.
 

Agriculture, mining 25.1 1.3 1.5
 

Grain-milling 180.4 6.0 5.3
 

Other food & beverages 45.2 1.3 5.1
 

Clothing, tailoring 51.1 .5 1.6
 

Other tex. & leather 184.8 15.4 35.8
 

Wood furn. & carpentry 19.0 .2 .4
 

Other wood products 10.1 1.2 2.1
 
Brick-making 4.2 .6 .5
 

Tinsmithing 39.5 .8 4.2
 

Other manufacturing 243.4 4.1 12.5
 
Other industry 5.1 .8 .5
 

Trade 1,003.0 1.8 7.8
 

Bars, restaurants 347.8 2.8 25.5
 

Hotels & rest-houses 434.1 19.7 31.6
 

Repairs 39.7 .2 .7
 

Other personal services 173.9 4.4 23.9
 
Other 141.6 17.7 31.9
 

Total 2,949.8 2.2 12.4
 

In the largest group of businesses, retail and wholesale
 

trade, the average initial investment was less than K2,000 and
 

it was less than K3,000 in bars and restaurants. The smallest
 

starting capital is reported by the producers of wood furniture
 

who invested an average of K210 and the group of repair services
 

which were started with an average of K280. Next lowest initial
 

capital investments are in clothing and tailoring (K510) and
 
brick-waking (K600).
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Among the businesses having a relatively large initial
 
investment, bars and restaurants, with an average initial
 
investment of K2,900, have the lowest mean starting investment.
 
This is exceeded by other manufacturing at K4,200, other personal
 
services at K4,500, and grain milling at K6,000. The largest
 
average initial investment is found in hotels and rest-houses at
 
K19,700, other businesses, (which include construction) at
 
K17,700, and textile and leather (other than clothing and
 
tailoring) at K15,400. The average size of investment of this
 
latter group is heavily influenced by investment in the shoe­
making industry.
 

The regional distribution of size of initial investment is
 
very uneven. Clearly the largest initial investments are placed
 
in the Southern Region and the smallest in the Northern Region,
 
as the following table shows.
 

TABLE 3.3: REGIONAL DISTRIBUTION OF BUSINESSES BY SIZE OF
 
INITIAL iNVESTMENT (%&)
 

Region Less than K50 I(51 - 200 K201 and over Total 

Northern 41 45 14 100 
Central 22 60 18 100 
Southern 19 52 29 100 
Total 26 53 21 100 

Nearly all businesses were started with the owners' own 
funds; 85% of all sole owners and 76% of all partnerships 
financed their capital investments from their own savings. 
Frequently the savings came from earnings or sale of other busi­

nesses. Relatives or friends were the source of loans for 6% of 
the sole ownership, businesses and 7% of the partnership firms. 

The size of investment, initially and currently, tends to 

be somewhat larger in the partnerships. Moreover, the size of 
the individual owners' own contribution to capital funds is 

smal ler i n part nersh i ps t han i n f i rims under one owner. The 

largest average amount of capital funds went into starting a 

business in the Southern Region and the smallesL average amount 
in the Northern Region. The pattern of size of initial invest­
ment and current value of capital among the three regions is 
significantly different. 
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In comparison with the amount of initial capital put into a
 
business, the average present value of 
fixed capital investment 
is nearly four times greater (Table 3.4). However, the relative 
sizes of present value of fixed capital among the various types
of businesses are about the same as for start-up investments. 

Table 3.4: 
 AVERAGE CURRENT CAPITAL INVESTMENT
 
BY TYPE OF BUSINESS (K,000)
 

Business type___ Total Mean Std. Dev.
 
Agriculture, mining 106.4 5.9 7.5
 
Grain-milling 373.5 13.3 9.1
 
Other food & beverages 132.6 4.1 8.1
 
Clotiing, tailoring 411.7 3.8 9.2
 
Other tex. & leather 150.8 l1.6 29.2
 
Wood furn. & carpentry 237.6 2.5 7.0
 
Other wood products 42.1 5.8 13.8
 
Brick-making 7.0 1.0 1.7
 
Tinsmithing 262.0 5.9 24.5
 
Other manufacturing 719.4 11.9 25.2
 
Other industry 111.5 13.9 30.2
 
Trade 5,255.4 9.6 21.7
 
Bars, restaurants 955.2 
 7.4 27.5
 
Hotels & rest houses 845.3 36.7 44.8
 
Repairs 660.4 4.3 15.4
 
Other personal services 730.7 17.4 78.3
 
Other 
 855.7 106.9 152.8
 
Total 11 862.9 
 9.0 28.3
 

Capital investment put into starting up businesses in the
 
SME sector has a trend growth rate of 5% over the past two 
dec­
ades (1965-1985). Of the sectors for which the estimated 
rate of
 
growth is statistically valid, the fastest growing business
 
investments are in manufacturing, specifically in food and
 
beverage production, including grain milling, tinsmithing, and
 
tailoring. Investment in retail and wholesale trading has also
 
increased at a fast rate. Table 3.5 shows the estimated growth 
rates of the total amount of investment, in current prices, in 
new businesses in the SME sector. The growth rates are estimated 
from information about currently operating businesses. 

This pattern, which is not likely to change in the near
 
future, largely reflects the structure of demand for goods and
 
services in the economy. At the present stage of development,
 
most of the consumer expenditure is directed to satisfying demand
 
for goods rather than for services per se. But the pattern also
 
reflects ease of entry into wholesale and retail trade where the
 
amount of capital required (average from READI survey: 
K1,814 per

enterprise), the technical and managerial skills needed and even
 
the ficencing requirements are :,t very critical factors.
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TABLE 3.5: 
GROWTH RATES OF TOTAL START-UP INVESTMENT
 
IN THE SME SECTOR, 1965-85
 

Trend rate Number
 
Industry class of growth (%) of cases
 
Grain milling 7.7 ** 31
 
Other food, beverage 10.9 * 33
 
Clothing,tailoring 7.1 * 
 98
 
Other textileleather 31.6 11
 
Wood furniture 2.5 
 89
 
Other wood products 28.6 8
 
Brick-making -19.7 
 6
 
Tinsmithing 9.5 * 43
 
Other manufacturing 3.3 59
 
Other industry -87.4 
 6
 
Retail/wholesale 5.1 ** 526
 
Bars, restaurants 1.4 
 124
 
Hotels, rest-houses 12.7 
 22
 
Repair services 3.6 
 149
 
Other personal services 3.4 33
 
Other businesses 6.9 
 8
 
Total 5.1 ** 1246
 
* P < 0.05
 
** P < 0.01
 

3.2.2 Financing of SME Investment
 

The overwhelming majority of SMEs (91%) started business
 
enterprises with their own savings. For 34% of the entrepre­
neurs, the source of savings was wage income, for 28% it was
 
business income, and for 20% 
it was farm income. In terms of
 
value, farming and businesses are each more important sources of
 
savings than either employment or sales of possessions. Loans
 
have played a relatively insignificant part in financing the
 
start-up of new business enterprises. Hence, businesses have
 
tended not to take up the business and technical advisory
 
services of financial intermediaries and DEMATT.
 

With regard to expansion of existing businesses, the pattern

of financing has been similar. 
 Some 96% of all SMEs have funded
 
business expansion out of business savings. Again, loans play an
 
insignificant part in financing business expansion.
 

Of the total number of SMEs who were interviewed, only 16%
 
applied for any loan during the previous two years. Almost half
 
(49%) of those who applied for loans approached SEDOM. The other
 
source worth noting was INDEFUND (12%). The main reason given

for approaching these institutions was that they were the only

financial institutions known to provide loans to SMEs.
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Propensities to Save
 

Fifty per cent of the SMEs who were interviewed reported
 
that they were able to save money. The distribution by region of
 
those who were able to save was similar to the distribution of 
the survey sample as a whole. The implication of this is that 
SME entrepreneurs are able to save money and hence there are 
opportunities for mobilising savings in all the three regions of
 
the country. 

Ability and inability to save are related to a number of 
personal characteristics of the entrepreneurs. Sixty per cent of 
entrepreneurs with secondary school education are able to save, 
compared to 46% with primary education and 34% with no formal 
education. These differences are consistent with the finding 
that entrepreneurs with secondary school level education have a 
higher turnover than those with primary school or no education. 

Marital status appears to be an important influence on the
 
ability of entrepreneurs to save. Sixty-nine per cent of all 
single entrepreneurs were able to save, compared to 49' for 
married entrepreneurs, 20' for widowed and 37% for divorced 
entrepreneurs. These observations may be explained by diffe­
rences in financial obligat:ions between entrepreneurs of 
different marital status. 

With respect to Factors that have to do with the performance 
of thef economy and the wider economic environment, adequacy of 
business income was mentioned by more than 51% of the entrepre­
neurs as the reason for their ability to save. Availability of 
banking facilities and the paucity of demands on incomes were 
mentioned by insignificant proportions of entrepreneurs. The 
proportion of target savers in the sample of entrepreneurs who 
are able to save was also small. 

The percentages of entrepreneurs who were able to save 
,ceeded 50. in tailoring, wood furniture and carpentry, retail 

and wholesale trade and in repair services. Other significant 
percentages were in bars, restaurants and night clubs, grain 
mill in g, and hotels and rest-houses. 

Between urban and rural entrepreneurs, 50% of the former
 
stated that. they were able to save, as against 35% of the latter. 
A possible explanation of this finding is that urban entrepre­
notur' are more prosperous than their rural counterparts because 
of the larger demand for their goods and services. 

The influen:ce of changes in prices, in real income and in 
re :t1 interest rates on savings has been assessed by examining and 

arialy ing, secordary rhta. In general an increase in prices 
lIwreis the abilitv of savers to save because it necessitates the 

,itfr " more resources to purchase the same basket ­
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goods and services than before, while a reduction in prices
 
increases the ability to save. Thus, changes in prices and
 
savings are inversely related. In contrast, an increase in real
 
income raises the ability to save, while a reduction in real
 
income has the opposite effect. Changes in real income and
 
savings are, therefore, positively correlated. Gross national
 
income data has been used to test both relationships.
 

Insofar as real rates of interest are concerned, an increase
 
raises the opportunity cost of present consumption and so induces
 
SMEs to save rather than to consume. This is known as the sub­
stitution effect of an increase in real interest rates, which is
 
positive. On the other hand, an increase in real interest rates
 
implies that the same amount of income can be earned by investing
 
a smaller sum. This is known as the income effect of an increase
 
in real interest rates and is negative. Where the substitution
 
effect exceeds the income effect, more is saved, so savings grow.
 
This is what seems to have happened in Malawi, as interest rates
 
have been adjusted upward.
 

The positive association between changes in savings and in
 
real interest rates has been confirmed by econometric testing,
 
but the one between changes in savings and changes in real income
 
has not been confirmed. The data to which the econometric
 
testing has been applied and the regression results are presented
 
in Volume II.
 

Modes of Saving
 

Commercial banks are the most popular savings institutions
 
among small- and medium-scale entrepreneurs in all the three
 
regions of the country, followed by the Post Office Savings Bank
 
(Table 3.6). Hoarding of money in homes ranks third and the least
 
popular institutions for SME savings are the New Building Society
 
and credit unions. The commercial banks are used for savings,
 
particularly by entrepreneurs who have had secondary schooling,
 
while the Post Office Savings Bank is used more by entrepreneurs
 
with little or no education, and the elderly. Hoarding appears
 
common among entrepreneurs with little or no education.
 

TABLE 3.6: MODE OF SAVINGS BY REGION (PER CENT)
 

Mode of Saving Northern Central Southern Total
 
Commercial Banks 41.1 56.8 60.9 53.6
 
Post Office 27.1 19.7 14.8 20.2
 
Hiding/Hoarding 19.9 14.2 12.1 15.1
 
New Building Society 3.3 2.8 3.2 3.1
 
Credit Unions 2.0 0.0 0.0 0.6
 
Other 6.6 6.5 9.0 7.4
 
Total 100.0 100.0 100.0 100".0
 

41
 



Overall the deciding factors for selecting a mode of savings
 
were: minimal withdrawal procedures (22%); closeness of savings
 
institution or branch (15%); and security (11%). Among the
 
reasons for saving, the following were the factors mentioned most
 
by those who save at commercial banks: easy withdrawal procedures
 
(16%); security (15%); number of branches (proximity to savings
 
institution) (14%); and higher rates of interest on savings
 
(10).
 

TABLE 3.7: REASONS FOR SAVING WITH INSTITUTION BY SAVINGS
 
INSTITUTION (%)
 

Reason for saving Savings institution 
with institution Post Comm. Building Credit Other* 

office banks society unions Total 
Easy withdraw procedures 24 16 28 0 36 22 
Proximity to institution 31 14 3 0 2 15 
Trust/security 9 15 11 0 5 11 
Higher interest rate 3 i0 11 0 2 7 
Leverage for loan 2 3 18 83 4 4 
Only institution known 7 6 0 0 1 5 
Other 24 36 29 17 50 36 
Total 100 100 100 100 100 100 

* Includes hoarding
 

The single overwhelming reason for saving with a credit
 
union by far is ability to borrow money (leverage for loan) from
 
the credit union (83%). However, the results of the READI survey
 
show that credit unions are used least by small- and medium-scale
 
Malawian entrepreneurs as savings institutions. An interview
 
conducted among employees of Chitedze Agricultural Research
 
Station where there is a credit union revealed that low income
 
levels and lack of knowledge of the operations of credit unions
 
were the major reasons people do not save with the Chitedze
 
Agricultural Research Station credit union.
 

3.2.3 Market Characteristics
 

Entrepreneurs in the SME sector appear to manage their
 
businesses much less competitively than their large-scale
 
counterparts. Undoubtedly the returns per kwacha spent on adver­
tising or other forms of promotion and image-improvement are much
 
lower for the smaller firms. Also, they stand to lose
 
proportionally more if an outlay of funds does not reap the
 
expected gains. The results of the study show that only 15% of
 
the businesses sampled did any advertising.
 

Besides merely being cautious with regard to spending money
 
on attracting customers, the entrepreneurs in the SME sector
 
passively establish the prices of their goods and servicen. When
 
setting the prices for what they sell, only 47% claim to heed the
 

42
 



prices set by other businesses and just a few more, 52%, consider
 
what their customers are able to pay. Eighty five percent set
 
prices relative to what they are charged by their suppliers, and
 
as many as 73% claim that they consider government regulations,
 
even though only a very few commodities are affected by price
 
controls.
 

When asked which is the most important factor in setting
 
prices - whether it is customers, suppliers, government regula­
tions, or prices charged by other businesses - more than two­
fifths (43%) of the entrepreneurs answered government regula­
tions, and nearly as many said suppliers. Nearly 14% give
 
customers their first thought while setting prices and 5% think
 
that prices charged by their competitors may be the most impor­
tant consideration.
 

Some specific industries within the SME sector give greatest
 
attention to their suppliers' prices. Those industries are the
 
whole sector of textile and leather goods producers (including
 
tailors), wooden furniture manufacturers, tinsmiths, repair ser­
vices, and the groups of other manufacturing and other personal
 
services. None of the sectors place either customers or the
 
prices charged by other businesses as being the most important
 
of these several price determinants. Proprietors of grain
 
milling and brick-making businesses, however, rank customers
 
next to government regulations in their considerations.
 

Looking at competitive pricing in another way, 60% indicated
 
that they compete with big business but only a little over 10% of
 
those compete against lower prices charged by a big business;
 
that is, less than 8% of the surveyed entrepreneurs face
 
effective price competition.
 

3.2.4 Licencing
 

When entrepreneurs were asked if they thought that all
 
businesses like theirs should be licenced, a surprisingly large
 
number, 89%, answered yes. The affirmative answers were given
 
for reasons which reinforce the impression that the entrepreneurs
 
in this sector are not very independent-minded. Most (41%) took
 
a legalistic view and simply replied that licenses should be
 
required because they are required by the government. Another
 
quarter of them said that the requirement for businesses to
 
obtain licenses is good because it is a source of revenue for the
 
government. Another 21% of them think that licenses protect
 
their businesses. In other words, a licence gives a business a
 
legal status, again a governmental viewpoint.
 

In all, 94% of the yes answers were justified by a need for
 
official compliance, hardly an entrepreneurial spirit or feeling
 
for laissez-faire in the sense of market freedom. Barely a tenth
 
of the entrepreneurs think that licenses should not be required
 
for their kind of businesses. Among these, tailors tended in
 
this direction more than others.
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The main reason for not favouring the requirement of
 
licenses for businesses of their own type is simply that the
 
requirement imposed unnecessary inconvenience or cost; SMEs
 
should not be put to the trouble. This position was taken by 39%
 
of those who gave a negative response to the question of whether
 
licenses should be required. Of those who are not in favour of
 
the requirement for a licence, a quarter tended simply to respond
 
that licenses should not be required because licenses are not a
 
government requirement.
 

In all, 87% of SMEs gave a response, whether for or against
 
licenses, which is in accordance with what they view are the
 
requirements or needs of government. Only 4% expressed the
 
opinion that licenses cause the SMEs too much inconvenience, and
 
9% gave various other reasons. A plausible conclusion from these
 
results may be that this compliant attitude prevails because
 
licenses are quick, easy and cheap to obtain.
 

3.2.5 Partnerships
 

More than 96% of the sampled entrepreneurs are sole owners
 
of their businesses. Only 48 out of the total of 1,383 surveyed
 
businesses are partnerships. The number of businesses which are
 
owned by one person and the number of partnerships are shown in
 
Table 3.8.
 

TABLE 3.8: SOLE-OWNERSHIP AND PARTNERSHIP BY TYPE OF BUSINESS
 

Business type Number of Number of Proportion of 
sole-owners partnerships partnerships 

Agriculture, mining 18 1 6 
Grain-milling 32 2 6 
Other food & beverages 35 1 3 
Clothing, tailoring 107 4 4 
Other tex. & leather 10 3 30 
Wood furn. & carpentry 98 3 3 
Other wood products 9 1 11 
Brick-making 7 0 -

Tinsmithing 42 3 7 
Other manufacturing 
Other industry 

52 
9 

8 
0 

15 
-

Trade 566 9 2 
Bars, restaurants 124 6 5 
Hotels & rest-houses 24 0 -

Repairs 154 4 3 
Other personal services 40 3 8 
Other 8 0 -

TOTAL 1,335 48 4 
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Partnerships are concentrated particularly within 
textiles
 
and leather (30"), other manufacturing (15*%) and other wood
 
products. Only 2% of 
the trade sector are partnerships,

especially 
in retail and wholesale firms where less than 
2% are
 
owned jointly by two or more owners. 
 Many of these businesses
 
are small grocery and bottle stores 
in which the work is shared
 
by a man and his wife, who is virtually an unnamed partner. More
 
partnerships are 
found in the ownership of bars and restaurants,

where 5% of the enterprises 
are owned by more than one person.

Only 3% of 
the repair services are partnerships.
 

Women tend to be involved in partnerships more than men. Of
 
women 
owners who were interviewed, 
8% were in partnerships,

representing 15% of all partnerships, compared with 
only 3% of
 
the men. Seven per cent of all 
respondents to the questionnaire
 
were women. 

3.2.6 Contract Business
 

About 
15% of the SME sector supplies goods or services 
on
 
contract. About three-quarters of those enterprises supply to

other businesses and 
half supply to government on contract. That
 
is, 11% of 
the SME sector delivers on contract 
to other busi­
nesses and 7% to government., with 5% delivering on contract to
 
both. 

Most businesses which produce 
on contract are in 
the manu­
facturing sector. 
 The kinds of businesses and 
their relative
 
sizes within their specific groups 
in the SME sector are wood
 
furniture 38%, tinsmithery 40., 
and other manufacturing 31%.

A small percentage of contract 
goods are supplied by food and
 
beverage producers, tailoring firms, 
and all trading businesses
 
and services.
 

The data shows that a greater proportion of the businesses
 
in tihe Southern Region 
(34%) work on contract than in the
 
Northern Region (23%) 
or t he Central Region (17%). 

A greater part of the contract work in the 
wood furniture

and t i nsmi thery enterprises tends to be for the government. , wh i le
firms 
in the group of other manufacturers tend to do the greater
part of their contract work for other businesses. Bus inesses in 
the Central Region are more likely 
to get government contract 
work and to work for both government and other businesses than 
are the enterprises in the Northern Region. 

3.2.7 Implications for the Deve lopment of tire Sector 

While much of the pre.ceding discussion has focused upon
descriptive characterist ics of SME i) Malawi, there are never 
theless a numbtr of policy issu,,s that a.. illuminated by the 
general pal tr.-: ,.vld by this sampl or study. There is a 
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pattern of concentration of businesses in a very narrow range of
 

enterprises and therefore more consideration might be devoted to
 

ways and means of diversifying the pattern of SME development
 

within the country.
 

3.3 Profile of the Malawian Entrepreneur
 

3.3.1 Introduction: A Typical Malawian Entrepreneur
 

a general
The preceding section of the report provided 


portrayal of the characteristics of SME within Malawi. This
 

section of the study endeavours to distill elementary and crucial
 
a realistic portrait. While
attributes of the entrepreneur into 


there is astonishing variety in the characteristics of entrepre­

neurs, there are also many important common traits.
 

The Malawian entrepreneur is a middle-aged man. He is
 

invariably married and more often than not has six to ten
 

dependents. The typical entrepreneur is usually an educated
 
is also often cosmopolitan
person, albeit to modest levels. He 


to some degree, having migrated either within the country or from
 

outside the country. The Mulawian entrepreneur does not come
 

primarily frcm any particular region or religious or ethnic
 

group. Finally, the Malawian entrepreneur often has a high
 

degree of commitment to his business activity, the last charac­

teristic being one 
which should give encouragement to all those
 

who are involved in the active promotion of the SME sector in the
 

country.
 

3.3.2 Personal Characteristics of the Entrepreneur
 

The study demonstrates clearly that the vast majority of
 

the sample have a strong commitment to their
entrepreneurs in 

businesses; 80% of the sample are full time business-persons. It
 

is also quite striking, as Table 3.9 below suggests, that this
 

level of commitment appears to prevail irrespective of the type
 

of business activity being considered.
 

TIME DEVOTED TO BUSINESS BY TYPE OF BUSINESS (%)
TABLE 3.9: 


Type of Working time devoted business
 

business Half or More than theAll 
less half time Total 

Food processing 
Clothing 
Wood products 
Other manufacturing 
Trade 

21 
7 
5 
2 
8 

13 
12 
11 
11 
13 

66 
81 
84 
87 
89 

100 
100 
100 
100 
100 

Restaurants, bars, 
Services 

etc. 10 
4 

12 
7 

78 
89 

100 
100 

Other 19 12 69 100 
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The most striking aspect of the relationship between the

normal monthly turnover of income 
and the time devoted to the

business is that the latter is uniformly high and varies little

regardless of the different 
levels of usual 
monthly turnover.
Thus, 80% of those business people whose enterprises make K50 
or

less in a normal month spend all 
their working time on their

businesses. Out of those enterprises 
that have a normal monthly

turnover exceeding 13,000, 
81% are run by people who devote all

their working time to business activity. There is, moreover,
 
little variation between 
these extremes.
 

If, on 
the other hand, normal levels of monthly turnover
within those groups that spend different amounts of time on their 
businesses are examinedt, then it seems that part -timersthe

(i.e., 
 those who spend less than half their working time on their

businesses) do rather better 
in this respect, as the accompanying

table demonstrates. Within this group 17% over
turn K100 or less
 
monthly while 29% turn 
over more than K1,000.
 

TABLE 3.10: 
TIME DEVOTED TO BUSINESS
 
BY NORMAL MONTHLY TURNOVER (%)
 

Normal monthly - Working time devoted to business
 
turnover 
 Half or less More than half All the time

Less than KO0 17 
 '11 
 37
 
KlOO Kl1,000 54 
 41 
 4I

KI,001 K3,000 
 16 11 
 13

More than K3,000 13 7 9 
Total 
 100 100 100
 

Of those that 
spend half their working time or more on their
businesses, 41% make a monthly turnover of 1I100 
or less while 19%

make more than X1,000 monthly. For the full-timers (those who

spend all 
their working time on their businesses) the relevant
 
figures are 37% 
and 22%, respectively. 

What is remarkable about 
the Malawian entrepreneur is the
fact that commitment to 
business activity is undiluted by other

factors 
that on,. might have supposed would lead'to partial 
rather

than total involvement in business. It would be reasonable

enough to suppose that a long-establiished entrepreneur might
spend 
 less time on business than a recently-established business­
person; however, the data show 
 that irrus pective of the age of
the business, 80% of the entrepreneurs spend all their working

time on their businesses. Even in the 
 case. of businesses
established in 1965 or earlier, the figure is 77%. Furthermore,
one would surmise that commitment to business activity would
decline with the hiring of one or more wrkers, but again this isnot the case. The bulk of the entrepreneurs spend all their 
working time on business and even entreljreneurs with firms
employing five or more workers are mostly ful l--time in the 
businesses themselves. 
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age of business people
 

clearly indicates that there are relatively small numbers of
 

in the sample. Entrepreneurs
 

The available information on the 


and elderly entrepreneurs 

of age only constitute 18% of the total,


youthful 

younger than 30 years 


older is 26%. Thus,

while the proportion of those 50 years and 


fall into the
 
the majority of our business people (i.e. 56%) 


are 30-49 years old.
i.e. those who
middle-aged category, 


the most commonly occur­the age-groups, 

a normal
 

For almost all of 


ring category is the medium-sized concern that has 

the under 25
 

monthly turnover of K201-Kl,O00. The 	exception is 


businesses turn over K50 
or
 category, where the largest number of 


less monthly.
 

If one studies the relationship between tie age of the
 

the region of business location, then some
 
entrepreneur and 


There is quite a high proportion of younger
patterns emerge. 

north, possibly indicating a movement
 entrepreneurs in the 


they reach
 
outward on the part of entrepreneurs from there when 


an age at which they can realistically contemplate entering
 

Table 3.11 illustrates the point.
business. 


REGIONAL DISTRIBUTION OF ENTREPRENEURS
TABLE 3.11: 

BY AGE-GROUPS (%)
 

Ag 
0-24 

North 
35 

Centre 
22 

South 
43 

Total 
100 

25-29 29 32 39 100 

30-34 30 36 34 100 

35-39 21 39 40 100 

40-44 
45-49 
50-54 

27 
24 
27 

32 
32 
31 

41 
44 
42 

100 
100 
100 

55 & over 30 26 44 100 

those groups of enterprises that turn over relatively
 

are rather more entrepreneurs from
 
Within 


small amounts of money, there 

would expect, given the proportions within the
 

the north than one 

various regions. Within the
 

total sample of business-people from 

turn over KlOO or less
 

group of entrepreneurs from the north, 43% 


a normal month. For the business-people from the centre and
 in 

constitute 29%
 the south, those whose turnover is KIOO or less 


and 37%, respectively, of 
their groups. It is also the case that
 

come from the centre, 27%
 
within that group of entrepreneurs who 


of K1,000 or more.
 
have businesses with a normal monthly 	turnover 


the other two regions
This is u rather higher figure than for 
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(Table 3.12) (18% for northern business-people and 21% for those
 

from the south).
 

TABLE 3.12: MONTHLY TURNOVER BY REGION (%)
 

Monthly turnover North Centre South 
Less than K100 42 29 37 
K100 - 1,000 40 44 42 
Kl,001 - 3,000 9 18 13 
K3_,001 + 9 9 8 
Total 100 100 100 

If one considers the relationship between the origin of the
 
person running the enterprise and the region in which the
 
business is set up, then it is possible to gauge to some extent
 
the volume and direction of the interregional migratory flow of
 
entrepreneurs (Table 3.13). The natural trend is for people to
 
establish their businesses within the region in which they were
 
born. However, entrepreneurs are opportunists par excellence and
 
would be expected to move in search of business possibilities and
 
in response to changing economic circumstances. It can be
 
stated, albeit cautiously, that movements of entrepreneurs do
 
indeed correspond to broader socio-economic trends. This is
 
particularly noticeable because the Central Region is becoming a
 
progressively more significant locus of growth in the economy.
 

Table 3.13: REGIONAL DISTRIBUTION OF BUSINESSES
 
BY REGION OF ORIGIN OF ENTREPRENEURS (%)
 

Region of orgin Region of business location
 
North Centre South
 

North 76 8 4
 
Centre 10 71 7
 
South 14 21 89
 

100 100 100
 

The eviirnice in Table 3.13 shows that there is a net flow of
 
entze-preneurs from the Southern Region into the Central Region
 
especially, and also into the Northern Region, and a smaller net
 
movement from the Central Region into the Northern Region.
 

This is interesting, since the direction of the flow is
 
counter to the relative sizes of the potential market, consi­
dering the regional distribution and density of population, but
 
also it is an encouraging picture of the results of efforts for
 
an equal distribution of national economic development.
 

Among the possible explanations, it may be said that the
 
direction of the net flow is the outcome of a policy to replace
 
non-African traders outside the cities, since the migration is
 
measured for the whole sample, which is heavily weighted by
 
trading businesses. A closer look at the evidence on a sector­
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a more meaningful
by-sector analysis may provide the basis for 

conclusion. On the other hand, however, the results may reflect
 

the distribution of competition, 
with most business competition
 

in the Southern Region, or distribution of finance capital and
 

level of profitability of businesses, with capital and lowest
 

rate of return in the Southern Region, hence the movement
 

northward. This may be evidence of a favourable spreading of
 

business acumen or technology. Again, analysis of the data at
 
may show
a disaggregated level might be important. Finally, it 


that the economic conditions of the Southern Region provide the
 

most fertile soil for the production of entrepreneurs who took
 

advantage of the business opportunities created by the move of
 

the capital from the south to the centre, and the whole govern­

ment policy of distributing economic development to the lesser
 

developed regions of the north and centre.
 

of the READI survey show that a fifth
Overall, the results 

of the entrepreneurs are running their enterprises in a region
 

a
which is not the one from which they originate, suggesting that 


large number of entrepreneurs in the SME sector are mobile and
 

responsive to economic incentives and opportunities. Entrepre­

neurs from the south exhibit somewhat greater mobility.
 

However, the analytical report of the 1977 census' shows
 

that the pattern of internal migration in the country generally
 

is far more complex than is suggested above and that our results
 

only give a very general appr.'imation of the movements of the
 

entrepreneurs in our sample over a lifetime. Our results show
 

the original place of origin of entrepreneurs but reveals little
 

or nothing of their movements either within the country or
 

Moreover, while there have been generally recognisable
abroad. 

volumes of inter-regional movements, this masks the fact
 

of inter-diLtrict movement within regions. One implication of
 

these points ih that policies to assist the sector should not be
 

designed on the basis of an assumption that the regions are
 

homogeneous or that they have attained different levels of
 

development. If internal movements really are an indicator
 

of levels of socio-economic development, then policies should
 

be targeted at the district level or at some similarly circum­

scribed area, in the geographical sense.
 

Further research on the relationship between the pattern of
 

internal migration of Malawi's population and the movements of
 
low levels
entrepreneurs might focus on d'stricts with high or 


of out-migration within regions. In 1977, for instance, the rate
 

of out-migration of the population (whether to other districts
 

within the region or to destinations outside the region) in
 

I NSO, Malawi Population Census 1977: Analytical Report,
 

Vol. II, 1984, Zomba.
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Nsanje was approximately 34% while for Mchinji the corresponding
 
figure was 10%.
 

In conclusion, a limited amount of information on personal
 
characteristics of Malawian entrepreneurs can be gleaned from
 
various studies that have been carried out in recent years. One
 
study' notes that the entrepreneurs are predominantly young,
 
i.e., 25-35 years of age, and that they are deemed to have an
 
entrepreneurial spirit, thought to be ambitious and to value
 
their independence. These supposed personal characteristics are
 
derived from an analysis of attitudes towards saving and other
 
pecuniary habits. The more recent study 2 undertaken in Malawi
 
notes that only 12% of those entrepreneurs interviewed were
 
female and that they were found to participate exclusively in
 
certain types of business activity (e.g., beer brewing). The
 
study revealed that practically all enterprises have owners/
 
managers who are over 20 years old and half owners or managers
 
who are over 38. It is surmised that the general pattern is that
 
of fairly late entry into business. With regard to marital
 
status, it was found that 84% of small-scale entrepreneurs were
 
married. In the READI survey only 7% of those interviewed were
 
women. In this study the number of married entrepreneurs was
 
even higher than in Ettema's study, i.e., 91% of the total
 
sample.
 

3.3.3 Family Characteristics
 

The importance to the study of the issue of family back­
ground rests upon the ax. lysis of the effects of family life,
 
notably family size and influence of the extended family, on
 
business activity and performance. Naturally, the importance of
 
family characteristics will, in turn, be affected or modified by
 
other personal attributes of the entrepreneur or features of the
 
business.
 

Available literature contains little evidence for assuming
 
that family obligations and the extended kin group in particular
 
retard business perforLance by diverting scarce and vital
 
renources away from the business.
 

In the study the concern was to see whether or not a large
 
family affected the normal monthly turnover of businesses and
 
also whether family size bore any relation to the size of the
 
work-force of the businesses studied. It was also hoped that
 
some light might bz shed on the association between family size
 
and specified types of economic activity.
 

I Arbell, M., Malawi: Small Scale Enterprise Development,
 

World Bank, Washington, D.C., 1978.
 

2 Ettema, W. Small-scale Industry in Malawi. Journal of
 

Modern African Studies, 22 (3), 1984.
 



For the purposes of this study the focus has been on the
 
number of dependents rather than the number of children. Grown
 
children may have a positive effect on the household economy, but
 
extended kin may also be a financial burden.
 

An important question is obviously that of whether the
 
number of dependents has any effect on the performance of the
 
firm, considered in terms of normal monthly turnover. However,
 
before this issue is addressed it is important to point out that
 
in general the Malawian entrepreneur has a large number of
 
deppndents. A quarter of the sample had more than ten dependents
 
while only 4% h-d two dependents or fewer. A little over half
 
of the sample had six to ten dependents. Table 3.14 below
 
demonstrates that there is a relationship between the number of
 
dependents an entrepreneur has and the normal monthly turnover of
 
the enterprise.
 

TABLE 3.14: 	NUMBER OF DEPENDENTS BY NORMAL MONTHLY
 
TURNOVER OF BUSINESSES (%)
 

Number of dependents Normal monthly turnover 
Less than K100 K101-1,000 KI,001+ Total 

Less than 6 45 40 15 100 
6 to 10 37 41 22 100 
More than 10 22 46 32 100 

It can be seen from Table 3.14 that out of those entrepre­
neurs who have a fairly small number of dependents quite a large
 
number (45%) are involved in businesses with modest levels of
 
normal monthly turnover (K100 or less). However, if one studies
 
those .ntrepreneurs with a large number of dependents, only a
 
little over a fifth (22%) are engaged in enterprises that have
 
small monthly turnover. By contrast one can see that business
 
people with small numbers of dependents are only rarely operating
 
substantial enterprises. Of this group only 15% run firms that
 
have a normal monthly turnover exceeding K1,000. At the other
 
extreme, out of those entrepreneurs with large numbers of
 
dependents, almost a third (32%) are running concerns with a
 
normal monthly turnover in excess of K1,000.
 

Care must be taken with these results in order that causal
 
fallacies are avoided. The likelihood in this instance is that
 
as entrepreneurs operate increasingly bigger concerns, they
 
assume responsibility for a greater number of dependents.
 
It is unlikely, though not impossible, that a large number of
 
dependents has a direct and positive effect on the performance
 
of the firm, measured in terms of normal monthly turnover.
 

If we turn our attention to the relationship between the
 
number of dependents an entrepreneur has and the size of the
 
labour force, it is also evident that there is a strong
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connection. Looking at those entrepreneurs with small numbers of
 
dependents, well over a half (55%) are running firms with no
 
employees and only 8% are engaged in substantial operations that
 
employ five or more people. The contrast. with those entrepre­
neurs with large numbers of dependents is readily apparent.
 
Almost a third (32%) are running businesses with no employees, 
while quite a large number (22%) are running firms which employ 
five or more people (Table 3.15).
 

TABLE 3.15: NUMBER OF DEPENDENTS BY SIZE OF LABOUR FORCE (%)
 

Number of Size of labour force 
dependents 0 1 2 3 4 5 or more Total 
Less than 6 55 15 10 6 6 8 100 
6 to 10 41 18 11 8 6 16 100 
More than 10 32 13 13 12 9 2] 100 

It is often assumed that an entrepreneur's dependents 
constitute a significant component of the SME work-force. 
However, this study suggests that this is not tile case since only 
8% of the firms studied have more than one relative in the work 
force. It is therefore not unreasonable to suppose that the 
relationship between the number of dependents an entrepreneur has 
and the size of the labour force is not dissimilar to the 
relationship between turnover and number of dependents. Hence, 
as a firm grows in terms of the size of the work-force, the 
number of dependents increases progressively. 

3.4 Women and SME Development in Malawi
 

The concern with women's participation in SME is but a small
 
part of a broader effort to recognise fully the central role that
 
women play in the economy and society. This heightened awareness
 
is -t least in part a result of increased consciousness about
 
women's rights in the west which has gradually extended to the
 
"third world". This recognition has been slow in coming,
 
however.
 

In a very real sense both the daily and long term struggles
 
of women have been "hidden from history", as one western feminist
 
writer has put it. This observation is no less true when we
 
consider studies of African SME. If we look at tile study carried
 
out in the mid-1970's by Dinwiddy' there is no mention of women
 
whatsoever in a book that deals expressly with the promotion of
 
African small enterprises.
 

It should be pointed out that the problem of the non­
participation (or limited participation) of women in small 

Dinwiddy, B. Promotipn. African enterprise, Croom Helm,
 

london, 1974.
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businesses is not necessarily a phenomenon that is ubiquitous
 
throughout the developing world. In a recent study Liedholm and
 
Mead' demonstrate that for certain selected countries (i.e.
 
Bangladesh, Egypt, Hondurus, Jamaica and Thailand) female
 
participation rates in the sector are fairly high. Moreover, the
 
types of activities that women are engaged in are not , according
 
to 
this study, confined to a narrow field of activity. There are
 
a significant proportion of women entrepreneurs involved in
 
manufacturing concerns. As the above study puts it:
 

"although female proprietors tend to be concentrated in the
 
handicraft, garment and food-related industries, they are
 
also found with some frequency in the furniture and non­
metallic mineral industries."2
 

The READI survey has shown, in quite a remarkable yet
 
disheartening way, just how few women are actively engaged in SME
 
in the country. Women constitute only 7% of the sample. This is
 
understandably a matter of concern for policy-makers and
 
SME-promotion institutions but in many ways should come as 
no
 
surprise.
 

Evidence gathered from SEDOM suggests that women
 
entrepreneurs fare distinctly better than 
men in a number of
 
significant ways and they also represent a more equitable
 
proportion of institutional borrowers. However, these women are
 
a rather special case; many of them are urban entrepreneurs who
 
are probably married to professionals or other white-collar
 
workers or are themselves in wage employment. They therefore
 
arguably enjoy a number of distinct advantages vis-a-vis their
 
rural and less-educated counterparts.
 

If one considers the economic activity status of women in
 
Malawi as a whole it is clear that they are almost exclusively

engaged in subsistence farming (i.e. as alimi). At the time of
 
the 1977 census 94% of women in the working age range were alimi
 
compared with a figure of 62% for men, and only 2% were self­
employed (the most important category from the point of view of
 

3
this study) cempared to 7% for men . Thus from the perspective
 
of the national profile of women's economic activity it becomes
 
clear why so few women were encountered in the READI survey.
 

I 
 Liedholm, C. and Mead, D. Smallscale Enterprises in
 
Developing Countries: Empirical Evidence and Policy Implications,
 
Michigan State Univr.ity, Draft, December 1986.
 

2 
 Ibid,
 

3 NSO, Analytical Report of the 1977 Census, Vol. I,
 
Table 6.2, p.1 6 9
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At any rate, in spite of the small proportion of women in
 
the READI survey, one or two general remarks 
can be made about
 
the question of women's participation in SME. In the first
 
place, women entrepreneurs have just as strong a commitment 
to
 
business activity in 
terms of time spent on the business as men.
 
Fully 85% of the women entrepreneurs (compared to 80% for the
 
whole sample) work on their businesses on a full-time basis.
 
Moreover, while the number of women who have been trained in
 
running businesses is low (18%), it is no lower than the 
corre­
sponding figure for men.
 

As far as their ages are concerned, there is no noticeable
 
difference between the proportions of women and men entrepreneurs

in various age categories. This is important since it is often
 
thought that childbearing may have an effect on women's
 
participation in SME. Basically, only 15% 
of women entrepreneurs
 
are under 30, 55% are aged batween 30 and 44, and just 10% 
are
 
over 55 years old. Hence women entrepreneurs are predominantly
 
middle-aged, as are men.
 

The number of women who are in 
recently established
 
businesses is just as remarkable, if not more so, than the number
 
of men; 63% of women are operating businesses that have been set
 
up since 1980. It is also quite evidently the case that there is
 
some indication that businesses operated by women 
are often
 
growing in a healthy fashion. Fifty-six percent of the busi­
nesses operated by women have seen their businesses increase
 
since the first year of operation and 48% have increased their
 
number of employees since the year in which the business was
 
established. Furthermore, and this 
is a particularly revealing

figure, 27% of women are running businesses that turn over more
 
than Kl,000 in a normal month, compared to 21% for the entire
 
sample. Finally, women entrepreneurs are positive and forward­
looking insofar as 89% of them have no intention of leaving their
 
businesses and 44% anticipate that 
they will employ more people

in the future.
 

While only a small percentage of those interviewed in the
 
READI survey were women, a sample of 1,000 business persons who
 
had applied for loans from SEDOM indicated that 32% were from
 
businesswomen or prospective businesswomen. While SEDOM appli­
cants are admittedly a special case, there is rather more in the
 
way of suitable data for analysis as far as women entrepreneurs
 
are concerned.
 

The most strik.ng aspect of the SEDOM information, as far as

the gender question is concerned, relates to the rate of appro­
vals of loan applications for men and women. 
 As we have already

noted, 32% cs, the applicants were women and 68% were men.
 
However, while 66% of the applications from men were approved,

the corresponding figure for female applicants was 83%.
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An examination of the relationship between gender and type
 
of business activity reveals some quite marked differences, both
 
for those applicants whose loans were approved and for those
 
whose applications were turned down. In looking at the latter,
 
it is clear that women applied for loans for businesses falling
 
within a very narrow activity range. Slightly over half (51%) of
 
those applicatiois from women that were turned down by SEDOM were
 
either in food processing or textiles. Applications from men
 
that were not acceptable to SEDOM were spread over a somewhat
 
broader range of business activity. If we look at the SEDOM
 
approvals, it is apparent that there is some concentration,
 
within a narrow range of enterprises, for both the male and the
 
female entrepreneurs, but that this is especially pronounced for
 
the women clients. It could be argued that there is a conserva­
tive streak in SEDOM applicants irrespective of gender (of all
 
the applicants 30% applied for loans for food-processing enter­
prises and 24% sought loans for textile businesses) and also that
 
there is a particular reluctance on the part of men and women to
 
participate in types of activities which are perhaps seen to be
 
traditionally male or female preserves. Hence, if we look at the
 
category other manufacturing, which comprises such activities as
 
carpentry, pottery etc., then only 7% of women applied for loans
 
for such types of enterprise in contrast with 26% of the male
 
applicants. If we look at textiles, however, 45% of all women
 
applicants sought financial assistance for these types of
 
business in comparison with 14% for the men. At the other
 
extreme, a mere 3% of women applied for loans for trade and
 
service businesses. Table 3.16 below gives a useful impression
 
of the way in which loans granted to males and females were
 
distributed among various kinds of business enterprises.
 

TABLE 3.16: DISTRIBUTION OF SEDOM CLIENTS BY TYPE OF BUSINESS (%)
 

Male Female 
Food Processing 33 31 
Textiles 16 49 
Other Manufacture 28 5 
Agriculture & Forestry 11 10 
Retail Service 6 1 
Other Industry 6 4 
Total 100 100 

What the above table, suggests, in relation to the concentra­
tion of activities within a limited range, is that while SEDOM's
 
first concern is naturally commercial viability of enterprises,
 
there is surely great scope for greater diversification and
 
imaginative innovation, especially among the women entrepreneurs.
 

An analysis of SEDOM's information pertaining to business
 
experience demonstrates that in general men have had longer
 
experience in business-than women. Thirty-four percent of males
 
have had six or more years of experience in business, compared
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with 18% for the females. Only 9% of all SEDOM applicants,

regardless of gender, had 
no business experience whatsoever.
 
Curiously, very few of these inexperienced entrepreneurs had
 
their applications turned down (only one person in the sample)

which either suggests that business experience at times counts

for very little or that SEDOM is 
very lenient and supportive in
 
its consideration of inexperienced applicants. 
 As far as the

approvals are concerned, the 
general pattern seems to reinforce
 
the point that men are 
relatively more experienced in business
 
than women. Thus, 46% of female clients have one year's expe­
rience or 
less, while for the males only 34% are inexperienced to

this degree. Conversely, 31% of male clients have six 
or more
 
years of experience in contrast to 19% for 
the female clients.
 

Among those applicants that were approved, 63% 
were male and
37% were female. When one studies 
the size of firms with regard

to the size of their work-forces, it is evident 
that, given the
 
ratio of male to female clients, the males are somewhat
 
over-represented among the 
large businesses and slightly under­
represented among small establishments. Thus, of those firms
 
that have six or more employees, 80% 
are being run by males. Of
 
those firms which only have one 
employee, by contrast, 42% are in

male hands. This 
tendency could be partly attributable to the
 
type of business activities that men 
and women become involved
 
in, but it is equally likely that 
firms run by male clients are
 
larger due to their having had 
a longer span of business
 
experience.
 

A paper prest..-!d at 
a recent workshop on the advancement of
 
women 
in Malawi praised the , zjrmance of women entrepreneurs

and hinted at the great p. -*ial 
for expanding women's partici­
pation in SME'. :-,-wever, many practical measures need to be

taken to turn this potential into a reality. 
 This is particul­
arly true of the r- -I' areas, where it has been reported else­
where that only 1.5% 
of women are in non-agricultural family
 
business2 .
 

The Malawian Entrepreneur and International Labour Migration
 

The phenomenon of migration is considered in relation to
 
some background variables, together with those variables that 
are
 
related to 
the question of business performance.
 

1 SEDOM, "Women in 
Small and Medium Scale Enterprises", A
 
paper presented at the workshop 
on Malawi's Forward-looking

Strategies on the Advancement ef Women to 
the Year 2000, held in
 
Lilongwe, September, 1986.
 

Hirschmann, D. Women, Planning and Policy in Malawi.
 
United Nations Economic Comission for Africa. (1984)
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The proportion of entrepreneurs who have worked outside
 
Malawi for a period of time exceeding nine months constitutes
 

33% of the overall sample. At the national level, about 17% of
 
and over had worked abroad at some
the total population aged 15 


time prior to the 1977 census and the relevant percentages for
 

males and females were 35% and 1% respectively
1 . Since the
 

number of female entrepreneurs in the study sample is small (7%),
 

we can say that there is a great similarity between the picture
 

of international labour migration at the national level and the
 

pattern which was discerned from the study sample.
 

If one compares the regional distribution of returned
 

migrants at the national level, and the distribution of entre­

preneurs who have worked abroad, among businesses located in the
 

three regions an important discrepancy emerges. In our study
 

sample the regional distribution is very even. Out of those
 
33% are being
businesses that are located in the Southern Region, 


run by entrepreneurs who have worked abroad for periods of at
 

least nine months, and the corresponding figure for the Central
 

and Northern Regions are 34% and 32% respectively. However, if
 

we look at the 1977 census data it can be seen that 42% of all
 

former labour migrants are living in the Southern Region while
 

the Central Region has 48% of all retuLned labour migrants and
 

the Northern Region a mere 10%. It can therefore be argued that
 

a greater proportion of returned migrant workers have entered
 

into business in the Northern Region. On the face of it, this
 

would seem to defy the logic of market potential, but it may have
 

something to do with competition. A possible combination of some
 

initial capital and negligible competition might have enabled
 

more ex-migrants to start businesses in the Northern Region than
 

in the other tso regions. Nevertheless, this is a highly
 

speculative observation which requires further research.
 

In general, if one looks at the categories of those who have
 

and have 
not worked abroad, the shares of the various activities
 

are broadly similar, with the highest number in the trade sub­

sector. However, in considering the situation for particular
 

enterprise groupings, it is noticeable that the group which
 

includes rest-houses, bars, hotels, etc. (11% of the sample)
 

contains a large number of entrepreneurs who have worked abroad.
 

As many as 46% of those engaged in these types of businesses have
 

worked outside Malawi for a period of time in excess of nine
 

months.
 

Generally speaking, the countries of destination are the
 

neighboring SADCC countries, together with the Republic of South
 

Africa. When questioned about which country they had last worked
 

in, 44% said the Republic of South Africa, 26% said Zimbabwe, 22%
 
Africa.
Zambia, with the remainder having worked elsewhere in 


NSO, Malawi Population Census 1977 Analytical Report,
 

Volume I, Zomba 1984,
 
I 
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Of those entrepreneurs who had worked abroad, 51% asserted
 
that this experience has assisted them in running their busi­
nesses. When questioned further about how the experience had
 
been of benefit, they gave the responses set out in Table 3.17.
 

One finding of this part of the study is the fact that, of
 
those who worked outside Malawi, while 37% were unskilled
 
labourers, 27% were in production and services, with a total of
 
26% in the category of employment embracing professional,
 
technical, administrative and clerical occupations.
 

TABLE 3.17: BENEFITS OF LABOUR MIGRATION
 

Benefits of migration Cases % 
Initial capital 120 51 
Business experience 43 18 
Trade/vocational training 21 9 
On-the-job experience 20 13 
Business ideas 11 5 
Academic/professional training 10 4 
Total 235 100 

As far as policy-making is concerned, this group serves as
 
an exemplary case of entrepreneurs who establish themselves
 
without the benefits of official assistance. It is therefore
 
instructive to study such a potential group of rural entre­
preneurs, particularly when one considers that 94% of returned
 
migrants are living in rural areas'. The analytical report of
 
the 1977 census discusses the types of economic activities that
 
returned migrants are engaged in. Basically, 73% were alimi
 
(subsistence and peasant farmers), 20% were employees and 7% were
 
self-employed (family business workers and employees together
 
only constituted 0.3% of the total). If we contrast this with
 
the overall distribution of the working population by economic
 
activity status then some differences emerge. At the national
 
level 77% of the working population are alimi, 18% are employees
 
and 5% are self-employed. It is clear from these figures that a
 
larger proportion (20%) of returned migrant workers are
 
self-employed than is the case for the working population taken
 
as a whole (18%0). This is in line with the findings of our
 
study and reinforces the need to study the erstwhile migrant
 
workers as potential small- and medium-scale entrepreneurs.
 

' Ibid., p. 184 
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3.6 Entrepreneurship, Education and Training
 

The basic point of the analysis of education and training is
 
to arrive at some idev; of the degree to which its presence is a
 
spur to business success and its absence a constraint on SME
 
development. What emerges from the secondary literature is a
 
consensus that education and training alone are not significant
 
factors but that they are tied up in important ways with many
 
other variables such as access to credit, suitable location, etc.
 

Though the bulk of the literature attaches importance to
 
education, with certain reservations, the findings from Zambia
 
and Malawi are rather dramatically contrasted. The Zambian study
 
asserts that while educational levels for entrepreneurs were
 
higher than the average, the correlation between education and
 
success was low, especially when other factors were considered.,
 
In contrast, the evidence from Malawi indicated that while
 
relatively few entrepreneurs had post-primary education they were
 
nevertheless doing very well and were not confined to any one
 
business category2 . Their income was much higher than the others
 
and they were also often employers. The same author has observed
 
a similar correspondence between vocational training and business
 
performance.
 

An immediate impression gained is that two out of three of
 
the entrepreneurs sampled (67%) have received at least a primary
 
education. Only a small proportion, about 9%, have received
 
upper secondary education (form three and above) while a modest
 
number (14%) have attended secondary school up to the junior
 
certificate level. At the other extreme, a similarly small
 
number of entrepreneurs (11%) have not attended school at all.
 

The normal monthly turnover of businesses in the sample is
 
one factor which is being treated as an indicator of business
 
performance. It is evident from the data that there is a
 
meaningful relationship between this facet of business success
 
and the level of education of the entrepreneur. The trend is
 
noticeable for all levels of education, but it is especially
 
marked with respect to those entrepreneurs who have reached the
 
upper levels of secondary school. Out of those entrepreneurs who
 
have reached this level, 29% estimated that their normal monthly
 
turnover was in excess of K3,000. By contrast only 3% of those
 
with upper secondary education state that their normal monthly
 
turnover is K50 or less. At the other extreme, it is equally
 
apparent that very few of the entrepreneurs who haven't attended
 

I A. Beveridge, A.A. and Roberschall, A.R., African
 
Businessmen and Development in Zambia
 

2 Ettema, W., Small-scale Industry in Malawi. Journal of
 

Modern African Studies, 22(3), 1984
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school are to be found in businesses that usually have a monthly
 
turnover in excess of X3,000 (5%). Of those entrepreneurs who
 
have not attended school, 26% are to be found in enterprises
 
which have a normal monthly turnover of K50 or less. Table 3.18
 
below illustrates these trends.
 

TABLE 3.18: LEVELS OF EDUCATION OF ENTREPRENEURS BY NORMAL
 
MONTHLY TURNOVER OF BUSINESS
 

Normal monthly turnover 
Level of Less K51- K101- K201- K1001- K3001 
education than K50 100 200 1,000 3,000 1 Total 
None 26 13 14 31 11 5 100 
Primary 23 19 14 27 12 6 100 
Jr. Secondary 11 15 13 34 16 11 100 
Up. Secondary 3 4 11 28 25 29 100 

The data suggest that there is also a noticeable trend
 
towards higher levels of school attendance among recently
 
established entrepreneurs. Once again the trend is most
 
conspicuous with regard to secondary education. Among those
 
entrepreneurs who have attended school up to upper secondary
 
level, 44% are involved in businesses that we'e established in or
 
after 1985. Conversely, only 2% of those who attended upper
 
secondary school were in businesses established in 1965 or prior
 
to that year. The picture is also similar for those
 
entrepreneurs who have been exposed to junior levels of secondary
 
education. Of this sub-group, 26' were in businesses established
 
since 1985 while only 3% were in those founded in 1965 or
 
earlier. The proportion of entrepreneurs who have attended
 
school to upper secondary level is approximately 9% for the
 
sample an a W:ale. Out of those enterprises established since
 
1985, 16% of entrepreneurs have attained this level of education.
 
For those businesses set up more than twenty years ago, the
 
proportion of entrepreneurs with upper secondary schooling is 
a
 
mere 2%. The relationship between level of education and the
 
year the business was established is depicted in Table 3.19
 
below.
 

TABLE 3.19: LEVEL OF EDUCATION OF ENTREPRENEURS BY YEAR OF
 
START OF BUSINESS
 

Level of Year business started
 
education Before 1966 66-75 76-80 81-84 85-86 Total
 
None 13 29 19 16 23 
 100
 
Primary 12 
 21 18 28 21 100
 
Jr. Secondary 3 13 23 35 26 100
 
Up. Secondary 2 8 18 28 44 100
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In this study the number of workers employed in a given
 
enterprise is a factor that is taken to be suggestive of the
 
success of the business. The READI survey results demonstrate
 
some relationship between levels of education and the size of the
 
work-force. Of those entrepreneurs with upper secondary educa­
tion, about a third (34%) are engaged in enterprises that employ
 
five or more people. Out of the same group only 17% are involved
 
in businesses that have no employees. For those entrepreneurs
 
who have not attended school, half are in businesses with no
 
employees and only 9% are running businesses with five or more
 
workers. Among the group of entrepreneurs who are running the
 
more substantial enterprises (those with five or more employees),
 
41% have received secondary education, whether at a junior or
 
senior level, and only 6% of this category have had no schooling
 
at all. The pict-ire is rather different for those enterprises
 
with no employees at all. In this category, 16% have attended
 
secondary school while 11% have received no schooling. What
 
should be borne in mind, however, is the overall pattern whereby
 
approximately two in every three entrepreneurs have received a
 
primary education. This pattern is modified when
 
we look at enterprises with labour forces of varying sizes.
 

We can state guardedly that higher levels of education are
 
positively correlated with certain aspects of business
 
performance. It is therefore worth looking at whether certain
 
age categories within the sample are being exposed to higher
 
levels of schooling.
 

In appraising the correspondence between exposure to
 
training and levels of education, it appears that it is those
 
with higher levels of education who are most likely to avail
 
themselves of opportunities for training (Table 3.20). It could
 
be the case that training experience reinforces the advantages
 
that already accrue to those who have moderately high levels of
 
education. This observation clearly has important policy
 
implications.
 

TABLE 3.20: EXPOSURE TO TRAINING BY EDUCATION LEVELS
 
OF ENTREPRENEURS (%)
 

Level of Exposure to training 
education Trained in Not trained in 

business Business Total 
None 14 86 100 
Primary 20 80 100 
Jr. Secondary 27 73 IOU 
Up. Secondary 30 70 100 
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Table 3.21 below shows that those with upper secondary
 
education are less likely to spend all their working time on
 
their businesses but that this is the case only in relative
 
terms.
 

TABLE 3.21: TIME DEVOTED TO BUSINESS BY LEVEL
 
OF EDUCATION OF ENTREPRENEURS
 

Level of Working time devoted to business 
Education Less than 1/2 1/2 or more All the time Total 
None 5 9 86 100 
Primary 7 11 82 100 
Jr. Secondary 6 13 81 100 
Up. Secondary 20 14 66 100 

Very few entrepreneurs in the overall sample have had any
 
training in running their businesses. In general, the relevant
 
figure is a little above one in five (22%). Nevertheless, there
 
are substantial variations in the number of entrepreneurs in the
 
sample who have been trained when one looks at specific business
 
groupings. One can generalise by stating that out of those who
 
are involved in productive enterprises, a higher proportion have
 
had training than for the sample as a whole. Thus, of those in
 
clothing businesses, 43% have had some training. For wood
 
production (furniture-making, etc.) the respective figure is
 
35% and for other manufacturing (potters, smiths, etc.), 41%
 
are trained.
 

With regard to tertiary activities such as trade, the
 
reverse pattern obtains. Hence, only 11% of those engaged in
 
trade have been trained. For those entrepreneurs operating bars,
 
rest-houses, hotels etc., the figure is a mere 9%. An exception
 
to this general trend can be found with those activities in the
 
services category (repairs, personal services, etc.), where 35%
 
have had some training, in contrast. to 65% who have not. Table
 
3.22 illustrates these patterns.
 

TABLE 3.22: EXPOSURE OF ENTREPRENEURS TO TRAINING
 
BY TYPE OF BUSINESS (%)
 

Business Exposure to trainin.L_.
 
type Trained in Not trained in
 

business business Total 
Food processing 6 94 100 
Cloth ing .13 57 100 
Wood products 35 65 100 
Other manufacturing 35 65 100 
Trade 11 89 100 
Restaurants, bars, etc. 9 91 100 
Services 35 65 100 
Other 22 78 100 
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3.7.1 

3.7 Employment Patterns in Malawian SME
 

General Features of SME Employment
 

Overall, there were approximately 3,000 people employed in
 

the READI survey. The mean number of
 the businesses studied in 


employees for the businesses sampled is 2.5; however, there are
 

urban enterprises in the Southern
marked variations in that 

number of workers of 4.6, while rural
Region have a mean 


a mean number of

businesses in the Northern Region have 


employees of 1.1.
 

It is clear that there are some significant trends in the
 

way that the total number of employees is distributed among
 

various activities. The two categories 	that encompass trade and
 

45% of the total
 
bars, restaurants, etc. together account for 


the overall sample. Furthermore, there
 number of employees in 

trade (which constitutes 41% of
 

are some discrepancies in that 

the total number of employees whereas
 the sample) absorbs 25% of 


etc. absorb 20% of workers while only repre­bars, restaurants, 

most other respects, though, the
 

senting 11% of the sample. In 

types of business


number of employees absorbed by various 

relative significance in the
 

activity corresponds to their 


sample as a whole.
 

3.7.2 Employment and Gender in Malawi's Small Businesses
 

As far as gender is concerned, there is a preponderance of
 

total number of employees in small enterprise.
males within the 

For the sample as a whole, 81% of employees are male while 19%
 

that this preponderance
Table 3.23 illustrates 

type of enterprise. The closest that


are female. 


applies irrespective of the 

is in those activities comprising
women get to parity with men 


where 48% of the employees

bars, rest-houses, restaurants, etc., 


only be considered as a minor
 
are women. This, however, can 


It is evident that
 
aberration within the general pattern. 


the small-scale enterprise
employment opportunities for women in 

that this has far-reaching
severely circumscribed and 


term.
 
sector are 

policy implications for the medium and long 


BY TYPE OF BUSINESS (%)
GENDER OF EMPLOYEES
TABLE 3.23: 


Male Female

Type of business 


82 18

Food processing 


76 24

Clothing, leather products 


97 3
 
Wood furniture & products 


84 16
 
Other manufacturing 


87 13

Trade 


52 48

Hotels, restaurants, bars 


Repairs, services 	 93 7
 
91 9


All other 
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If one examines the way in which male and female employees
 
are distributed among various business activities, then similarly
 
striking patterns emerge from the data (Table 3.24). In the
 
first place, whether one looks at men or women it is apparent
 
that employees are unevenly distributed among the various types
 
of enterprise grouping. In the second instance, again regardless
 
of whether we are considering male or female employees, most
 
employees are found in trade and services sub-sectors. Thirdly,
 
the disproportionate spread of employees among various types of
 
business activity is especially pronounced for the women workers.
 

TABLE 3.24: DISTRIBUTION OF MALE AND FEMALE EMPLOYEES
 
BY TYPE OF BUSINESS (%)
 

Type of business Male Female 
Food processing 5 4 
Clothing, leather products 5 7 
Wood furniture, wood products 9 1 
Other manufacturing 13 10 
Trade 27 17 
Hotel, restaurants, bars 13 50 
Repairs, services 8 3 
All other 20 8 
Total 100 100 

The implications for employment policy within the SME sector
 
appear to centre around the enhancement of employment­
generating capacity among specific types of enterprise activity
 
and the generation of employment opportunities for women in
 
particular types of cnterprises in which they are clearly
 
under-represented within the SME labour force.
 

3.7.3 The Rural/Urban and Regional Employment Profile
 

Another extremely important issue for SME development is the
 
rural/urbin balance of employment opportunities and possibilities
 
for job creation within the sector. The data clearly show
 
substantial variations in the ratio of rural-to-urban employees
 
of small-scale enterprise between regions.
 

Out of the total number of employees in the SME sector, 78%
 
are working in rural-based enterprises while 22% are working in
 
urban businesses. The variations in the ratio are substantial
 
but so also are the variations in the ratio of rural-to-urban
 
businesses in the three regions. Out of the total number of
 
enterprises that employ people, 84% are found in urban areas and
 
16% in the rural districts. In the north, 93% of businesses that
 
employ people are in the rural areas. In the centre and the
 
south the corresponding figures are 83% and 79%, respectively.
 
Table 3.25 shows how SME employees predominate in the rural
 

65
 



areas. The main contrast is between the Southern and Northern
 
Regions; in the south the pattern is largely attributable to
 

urbanisation levels and the pre-eminence of Blantyre-Limbe in
 

particular. However, this is a region in which there are some of
 

the highest rural population densities in the country. Hence, a
 

possible policy dimension is that of rural job creation in the
 

context of a strategy that seeks to promote SMEs in rural areas
 

with high potential levels of effective demand or market size.
 

In looking at the Northern Region it is apparent just how high
 

the share of rural employees can be within the overall SME
 

labour force.
 

TABLE 3.25: RURAL-URBAN DISTRIBUTION OF
 
WORKERS BY REGION (%)
 

Urban Rural
 

North 13 87
 
Centre 15 85
 
south 29 71
 

It is not only significant how many workers are employed in
 

rural enterprise, it is also quite evident that both the urban
 

and rural work forces are unevenly distributed among the various
 

regions (Table 3.26).
 

TABLE 3.26: 	REGIONAL DISTRIBUTION OF URBAN AND
 
RURAL LABOUR FORCE (%)
 

North Centre South 

Urban 8 20 72 

Rural 15 33 52 

Once again, if one considers the extreme cases, the Northern
 

and Southern Regions, there are again some very marked discrepan­

cies. In the Northern Region, for instance, we have seen that
 

87% of employees are in rural business, yet Table 3.29 shows that
 

the share of the total national rural labour force in SME in the
 

north is only 15%.
 

As far as the Southern Region is concerned, the ratio of
 

rural-to-urban workers 
is lower than for the other regions, yet
 

52% of all workers in rural SMEs are to be found in the south.
 

When it comes to the urban worker, it is also obvious that the
 

bulk of them, almost three-quarters, are found in enterprises in
 

the south. Businesses in the Nc-thern Region only have an 8%
 

share of the total number of en). oyees in urban enterprises at
 

the national level.
 

The data discussed so fa) give some interesting and impor­

tant insights. However, it is helpful to get some idea of the
 

way in which enterprises with small, medium and moderately large
 

work forces are distributed in terms of the regional profile, and
 

also with respect to those busiaesses which are in rural or urban
 
locations.
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If we look at the regional distribution of enterprises with
 
labour forces of varying sizes, regardless of the rural/
 

urban dichotomy, there are again some conspicuous patterns
 

emerging. Among the larger enterprises, those that employ fiv.e
 

or more people, 12% are located in the north, compared with 30%
 

for the centre and 57% for the south. Within that category of
 

firms that do not employ anybody (over 40% of the sample), 45%
 

are in the north, 23% in the cent-e and 32% in the south. Of
 

those firms that are moderately large with regard to the size of
 

their labour forces (those enterprises that employ two to four
 

workers), 18% are found in the Northern Region, 38% in the centre
 

and 44% in the south. There are therefore regional imbalances
 

not only among the work-force in. a general sense, (insofar as the
 

total numbers are unevenly distributed) but also in that the
 

total number of firms with work-forces of different sizes are
 

also unevenly spread.
 

t

Table 3.27 illustrates the marked con rast between regions
 

as far as their labouir-a.3orption capacity is concerned. The
 

fact that 2/3 of enterprises in the north do not employ anyone is
 
suggestive of an acute lack of employment opportunities in SME
 

and is also, perhaps, indicative of poor performance in general.
 

By contrast, in the centre and south only about a third of the
 

enterprises have no employees.
 

TABLE 3.27: DilsRIBUTION OF BUSINESSES ACROSS
 
REGIONS BY SIZE OF LABOUR FORCE (%)
 

Region Size of labour force
 
0 1 2-4 5 +
 

North 66 11 17 6
 
Centre 32 20 34 14
 
South 34 17 29 20
 

Table 3.28 demonstrates how firms with work-forces of
 

various sizes are distributed within urban and rural areas, as
 

well as within regions, and the variations are substantial.
 
If one looks at firms in tne rural north, 68% do not employ
 
anyone. The corresponding figure for the centre is 31%. If one
 

looks at the urban areas there are also some marked contrasts.
 
Of the urban firms in the centre some 11% employ five or more
 

people in contrast to 27% for the urban south. It must be con­

cluded that if employment creation is high on the agenda for SME
 

development, then those wide discrepancies should be recogni:.ed.
 

TABLE 3.28: REGIONAL DISTRIBUTION OF URBAN AND RURAL
 
ENTERPRISES BY SIZE OF WORK-FORCE (%)
 

Size of Labour Force
 
0 1 2-4 5+ 

North: Urban 48 16 16 20 
Rural 68 10 18 5 

Central: Urban 39 13 31 11 
Rural 31 21 34 15 

South Urban 40 14 19 27 
Rural 33 17 32 18 

http:recogni:.ed


3.7.4 Some Reflections on the Employment Problem
 

The preceding discussion has involved an analysis of
 
enterprises in terms of size and characteristics of the work­
force. Considerable importance has been attached to this compo­

nent of the study by some clients who are concerned with raising
 
levels of income and effective demand in rural areas by means of
 

effective employment creation in the SME sector. The READI
 

survey incorporated a number of questions that furnish informa­

tion pertinent to these issues and what follows are a few
 
comments on some relevant secondary literature on the subject
 
of employment patterns in SME.
 

One study which looks at patterns of rural non-farm employ­
ment within developing nations suggests that t'te major dimensions
 
of the policy profile are four in total: the quantitative
 
importance of rural non-farm activities, the sectoral composition
 
of employment, equity implications and prospects for growth 1.
 

Many of these descriptive attributes of the employment profile of
 

SMEs are covered in the READI survey. It is argued by some that
 

SME absorbs labour and maximises scarce resources. Thus, growth
 
of rural income and employment is a major spur to SME develop­

ment. This is an interpretative issue, but the present study can
 

contribute to discussions of it. Exploration of these issues are
 

also justified, given the level of commitment to aiding rural
 
enterprise and encouraging non-farm employment 2.
 

The summary of future employment prospects up to 1990
 

provided by the World Bank is in many respects a sobering com­

mentary. The Mission concluded that even a sizeable expansion of
 

formal sector employment would not solve the problems of a
 

rapidly expanding labour force. It was assumed that most
 

additional workers would have to be absorbed into non-estate
 
3


agriculture or other informal sectors .
 

1 Chuta, E. and Liedholm, C. "Rural Non-farm Employment: A
 

Review of the State of the Art", MSU Rural Development Paper
 

No. 4, Department of Agricultural Economics, Michigan State
 
Uhiversity.
 

World Bank, 1978
2 


3 World Bank, Malawi - Employment Aspects of Economic
 
Development, Washington, D.C., 1981
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CHAPTER FOUR
 

PROSPECTS AND CONSTRAINTS FOR SME DEVELOPMENT
 

4.1 Introduction
 

Development of the SME sector requires a thorough transition
 
in the approach to setting development objectives for the sector
 

and organising the structure of institutions through which
 
technical assistance is or will be provided.
 

A system has been established for providing essential
 
credit, entrepreneurial training, and business and technical
 
advisory services to entrepreneurs in the SME sector in Malawi.
 
The situation is promising for expanding and developing practical
 

changes and improvements as they become essential and feasible in
 
the system of credit provision, entrepreneurial training and
 
business and technical advisory service provision and a whole
 
array of incentives specifically geared to the promotion of the
 
sector during transitional changes and growth
 
in the SME sector and elsewhere in the economy of Malawi.
 

If the commitment has been and effectively made to the
 
objective that development of the SM. sector is a crucial
 
component in the programme for dynamic growth in Malawi, then
 
much more must be done in the way of upgrading technology and
 
economic behaviour in the sector. This calls for conditioning
 
the economic environment and greatly expanding the provision of
 
business and technical assistance to entrepreneurs in the sector.
 

The degree of urgency is demonstrated by the entrepreneurs'
 
conceptions of their greatest operational problems. In the day­
to-day conduct of their enterprises, 14% of the entrepreneurs say
 
that a lack of customers is their greatest problem and 6% sdy
 
that this is their second largest worry. More than half the
 
entrepreneurs find that financial capita] for investment (perhaps
 
working capital for investment in goods and materials) is the'ir
 
greatest problem and nearly 70% say that a problem of capital is
 
their only problem. A few even say that finance capital is both
 
their greatest and their second greatest problem. If entrepre­
neurs are to overcome these problems they are going to need
 
entrepreneurial training and on-the-job advisory services to help
 

them to draw customers and to make their enterprises profitable.
 
Such training and on-the-job advisory services will require the
 
combined resources of government, donors and SME support
 
organisations.
 

4.20Prospects for Growth for the SME Sector 1987-1991
 

Piojections of SME investment to 1991 have been prepared on
 
the assumption that the estimated current (1986) size gives a
 
fair basis for calculating estimates of future growth in the
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size of SME investment. The government national accounts
 
projections' assume that large-scale investment will grow at a
 
faster rate (10.5%) than small-scale investment (10.1%). Past
 
trends show lower growth rates in large-scale investment during
 
the period 1978 to 1986, compared to small-scale fixed investment
 
(Table 4.1).
 

TABLE 4.1: RATES OF GROWTH OF INVESTMENT BY SECTOR (%) 

1973-1978 1978-1986
 
Large-scale investment 9.9 -0.4
 
Small-scale investment 21.6 13.5
 

Source: Department of Economic Planning and Development
 

If the overall government projections of GDP and fixed
 
capital formation have to be met it would seem that the SME
 
sector may have to grow faster than large-scale :nvestment.
 
Based on the historical growth rates of fixed investment given
 
above it seems realistic to project a higher growth rate for SME
 
investment than for large-scale fixed investment, particularly if
 
you bear in mind that past SME investment growth rates have been
 
achieved with little support from government and now government
 
would like to promote the sector actively due to declining growth
 
opportunities in large-scale investments. The projections of SME
 
investment have, therefore, been made using an annual growth rate
 
of 22% as opposed to the growth rate of 10.1% for small-scale
 
investment. The results of the projections are presented in
 
Table 4.2 below.
 

TABLE 4.2: ESTIMATES OF SME INVESTMENT 1986-1991 (K MILLION)
 

1986 1987 1988 1989 1990 1991 
GDP 2036 2216 2415 2641 2882 3149 
Gross fixed investment 308 320 353 402 446 507 

Public, large-scale & 
small-scale investment 295 304 334 379 417 472 
Est. SME business 
investment 13 16 19 23 29 35 

Source: Department of Economic Planning and Development, Economic
 
Report 1986 and our estimates
 

OPC, Department of Economic Planning and Development,
 

Economic Report 1986, Zomba.
 

I 


70
 



4.2.1 Medium-term Projections 
of SME Business Savings
 

The technique that was used to 
project SME business savings

was based on the methodology which was used to 
estimate current
SME business savings in Chapter two. 
 The results of the projec-­
tions are presented in table 4.3.
 

TABLE 4.3: PROJECTION OF SME SAVINGS TO 
1991 (K Million)
 

1987 1988 1989 1990 1991
Small- and medium-scale sector
 
GDP at 
market prices 1,157 1,259 1,369 1,489 1,619
Total SME savings 
 35 38 41 45 49


SME business savings 
 14 15 16 18 
 is
 
Source: Department 
of Economic Planning and Development and our
 

estimates
 

4.2.2 Estimates of Future SME Capital Needs
 

Comparing the projected SME 
fixed capital formation with

savings, a financing gap ranging from almost K2.0 million 
in 1987
to 
K16 million in 1991 emerges. 
 Including current projections of

SEDOM and INDEFUND loans, the indications are 
that there will

still be a shortfall in the financing of projected SME gross

fixed capital formation beginning in 
1989.
 

TABLE 4.4: ESTIMATES OF SME CAPITAL NEEDS 
1986-1991 (K MILLION)
 

1986 1987 1988 
 1989 1990 1991
SME business investment 13 16 19 
 23 29 35

SME business savings 13 14 15 16 
 18 19
Balance 
 0 -2 -4 -7 -11 -16
Projected SME credit* 
 3 3 4 6 
 6 9

Financing gap (surplus) (3) (1) 0 1 5 7
 

INDEFUND and SEDOM 
term loans
 

In addition to the projected shortfall in 
capital for gross
fixed capital formation, the SHE sector will 
require working

capital. Using the 
proportion of SEDOM mini-loans 
(about 50% of

the loan portfolio) as an indicator of 
the minimum level

demand for working capital 

of
 
from SME financial intermediaries, we
estimate that the minimum levels of demand for credit from SEDOM
and INDEFUND will be one and half times the amount of long term

loans projected by SEDOM and INDEFUND shown in the above table,K4.5 million in 1987 rising to Kl3.5 million in 1991. As of now,neither SEDOM nor INDEFUND has yet ident ifiud the sources of suchmagnitudes of resources for their lending operations let alone
their running, expenses. Until now donors, part icularly IUSAID,
EEC, KFW und FMO, have ptovided the resour,:es reqaui'ed for
lending operations and some running expenses of SEDOM and 
INDEFUND.
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SME growth will require active promotion efforts like those
 
mobilised for 3mallholder agriculture over the last two decades.
 
Only trading businesses have been encouraged, through DEMATT's
 
advisory services, in a way that may be compared to the encour­
agement which has been given to smallholder agriculture.
 

Given the current pattern of concentration of businesses in
 
a very narrow range of enterprises, there is scope for growth of
 
SMEs, particularly in productive ventures. Therefore, more
 
consideration Tight be devoted to ways and means of diversifying
 
the pattern of SME development within the country into productive
 
ventures, especially in the area of agro-industry, using the
 
agricultural base as a source of raw materials. Diversification
 
of the SME sector can be promoted through the provision of entre­
preneurial training, advisory services and credit on a selective
 
basis. Currently, these services are not targetted to any group
 
or groups of entrepreneurs because the provision of the services
 
is driven by the institutional capability of the SME institutions
 
rather than a governmcrL strategy.
 

Government will, therefore, play a key role through its SME
 
policies in shaping the future of SME development. The above
 
projections of SME investment and its financing show that the
 
SME investment climate will be characterised by limited credit
 
delivery capacity, scarce credit funds and a high projected
 
investment capital resource shortfall. The expected expansion
 
of SMEs into productive agro-industry will require a dynamic
 
policy-driven credit programme which channels credit resources
 
and advisory services into diversified production oriented
 
businesses.
 

4.2.3 Prospects for SHE Employment Generation
 

The summary of future employmert prospects in Malawi up to
 
1990 provided by the World Bank is in many respects a sobering
 
commentary. The report concluded that even a sizeable expansion
 
of formal sector employment would not solve the problems of a
 
rapidly-expanding labour force.' It was assumed that most addi­
tional workers would have to be absorbed into non-estate agricul­
ture or other informal sectors. It in at this conjuncture that
 
SME development can contribute to the creation of rural job
 
opportunities.
 

The estimation of an increase in the number of jobs has
 
assumed a credit driven policy with emphasis on labor-intensive,
 
high value-added enterprises like wood furniture and carpentry,
 
tailoring, aaid other foods and beverages and a de-emphasis on
 
capital-intensive enterprises such as wholesale and retail trade.
 

1 World Bank, Malawi - Employment Aspects of Economic 

Development, Washington, D.C., 1981, p. 59.
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One of the major benefits that would accrue from raising the
 
annual level of SME investment would be an increase in the number
 
of jobs. The SME sector is more labour-intensive than the large­
scale sector. As such it creates more employment per unit of
 
investment. The capital cost per job derived from the READI
 
survey is about K2,900 compared with K3,820 (1981 prices) for
 
large-scale enterprises'.
 

The capital cost of K2,900 per job, adjusted by an invest­
ment deflator of 7% per annum assumed in the government projec­

2
tions , has been used to estimate the number of jobs likely to be
 
created by the projected SME investment. The results are presen­
ted in Table 4.5 below.
 

TABLE 4.5: PROJECTED EMPLOYMENT GENERATION BY SME 
INVESTMENT:
 
1986-1991
 

1986 1987 1988 1989 1990 1991
 
Proj. SME inv. (million) 13 16 19 23 29 35
 
Capital cost/job (K) 2,900 3,100 3,320 3,550 3,800 4,070
 
Est. number of new jobs 4,480 5,160 5,720 6,480 7,630 8,600
 

The above estimates assumed that the pattern of industrial
 
distribution of investment will be similar 
to past patterns.
 
Some industries like grain-milling, hotels and rest-houses and
 
wholesale and retail trade are relatively more capital-intensive
 
than wood furniture and carpentry, tailoring, and other foods and
 
beverages. Increased emphasis the former would limit
on new job
 
creation while emphasis on the latter would create more jobs.
 

Given population growth trends in the country, the total
 
labour force is projected to rise from 3,516,000 in 1985 to
 
4,047,000 in 19903. In other words, the absolute size of the
 
labour force will increase by 531,000 or 106,200 per year. Out
 
of the total number of 531,000, subsistence agriculture is
 
expected to absorb 4108,000 which means that the number of people
 
employed in that 
sector will rise from 2,704,000 to 3,112,000.
 
That will leave 12'.,000 people to be absorbed by other sectors.
 

1 The capital cost per job for large scale enterprises is
 
calculated by dividing fixed assets (book value) by total
 
employment using information contained in the Statistical Year
 
Book 1983, published by the National Statistical Office, Zomba.
 

OPC, Department of Economic Planning and Development,
 
Economic Report 1986, p. 114
 

3 NSO, Malawi Population Census1977 Analytical, Vol. II,
 
Zomba 1984, pl16.
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Large-scale modern sector employment declined from 387,491
 
in 1983 to 380,853 in 1984. 1 If it grew at a rate of 2.9%
 
(population growth rate), in 1985 it would have reached 392,000.
 
Future growth at the same rate would raise it to 452,000 by 1990,
 
implying that total additional employment in this sector would
 
grow by 58,000 over the five-year period, which would leave
 
65,000 people to be absorbed by the SME and informal sectors.
 

Out of the total employment of 812,000 outside the subsis­
tence sector in 1985, 147,000 were accounted for by the SME
 
sector and a further 275,000 were self-employed in the informal
 
sector. If the projected SME investment to 1990 were realised,
 
total employment in that sector would rise by 29,000 to 176,000
 
ever the five-year period.
 

TABLE 4.6: LABOUR FORCE AND EMPLOYMENT GROWTH, 1985-1990
 
(THOUSANDS)
 

1985 1990
 

Employment in subsistence agriculture sector 2,704 3,112
 
Large-scale modern sector employment 392 452
 
SME Sector employment 147 176
 
Other informal-sector employment and under­

employment 273 307
 
Employment outside subsistence sector 812 935
 
Total labour force 3,516 4,047
 

Source: NSO, Malawi Population Census 1977, Analytical Report,
 
Vol. II, and our estimates
 

4.3 Major Constraints Facing SME Development in Malawi
 

Entrepreneurship is a difficult and complex activity. Many
 
kinds of abilities are required and many kinds of responsiil­
ities must be exercised. A lack of personal and managerial skill
 
and other faults can be major barriers to getting st4rted and to
 
running a business. Besides the various personal constraints to
 
the decision and the effort of becomLng and .-emaining an effec­
tive entrepreneur, there are barriers which can be attributed to
 
socio-cultural, politico-legal, or economic conditions. A number
 
of these constraints can be overcome by entrepreneurs on their
 
own with very minimal outside assistance. However, some of the
 
constraints are outside the control of individual entrepreneurs
 
and require the assistance of government, financial
 
intermediaries, business and technical advisory service
 
institutions and other SME support organisations.
 

OPC, Department of Economic Planning and Development,
 

Economic Report 1986, p.114
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The major problem in the way of developing this sector is
 
the average size of the establishment. Most (43%) are one-person

firms. They are essentially artisan working places and small
 
merchant businesses, not firms in the modern sense, not yet the
 
foundation for growth of employment, expansion of national output
 
nor increased efficiency and productivity.
 

As a useful way of organising information for understanding
 
the development of firms in the SME sector, the constraints 
or
 
barriers are classified according to significant time periods in
 
the life of an enterprise, as follows:
 

(a) initial investment;
 
(b) current operations; and
 
(c) expansion or improvement.
 

At another level the barriers or constraints are classified
 
according to groups of barriers which are determined by factors
 
which are:
 

(a) institutional;
 
(b) economic; and
 
(c) individual.
 

4.3.1 Barriers to Investment in Enterprise
 

More than half of the respondents in the READI survey

recalled that obtaining funds for their capital investment was
 
the biggest problem in starting their businesses. A problem of
 
funds for capital investment was the only problem in the initial
 
phase of business for 35% of the entrepreneurs. Business and
 
technical advisory service inputs are needed to help SMEs develop
 
a proposal for presentation to financial intermediaries. Often
 
it is the knowledge of the way to write a proposal which is
 
lacking, rather than the funds.
 

Altho :. the matter of funds for investment was the biggest
 
problem for mure than half of the businesses, and was the only
 
problem for a third of the entrepreneurs, as many as 31% were
 
confronted with other barriers while trying to start up their
 
businesses. Getting customers was the principal problem for 9%
 
of the business persons, getting goods and materials was the main
 
problem for 6%, getting equipment and parts for 5%, matters of
 
premises and land for 4% (one-third of the entrepreneurs now wish
 
that their businesses were situated elsewhere). Transport was a
 
main barrier for 3% of the entrepreneurs, the installation of
 
equipment and machinery for 2%, and a number of other problems
 
for the remaining 4%. The identification of markets, market
 
research and marketing per se is an area which business and
 
technical advisory service institutions can provide both
 
training and in some cases actually provide such a service.
 



Taking up the problems from the point of view of specific
 
sectors of production, the problem of getting customers was quite
 
a strong constraint on food and beverage businesses (mostly grain
 
milling), clothing (mostly tailoring), for bars and restaurants.
 
Services (mostly repair services) often viewed this as the major
 
problem but were more inclined to mention equipment, parts, and
 
the supply of goods and materials for their work as the big
 
problem. Wooden furniture and carpentry works also tended to
 
mention materials as the biggest problem, second to the lack of
 
finance capital.
 

A problem concerning customers was the next most frequently
 
mentioned problem, especially for furniture makers and other
 
manufacturers (not including the groups of food and beverage or
 
clothing businesses) and for the service businesses (mostly
 
repair services). Transport problems do not seem to attach to
 
any particular type of business more than others, except that a
 
small percentage of traders did mention it as the biggest
 
problem.
 

Regionally, there was not much difference among entrepre­
neurs in the problems experienced. Businesses in the Northern
 
Region had more difficulty in getting started because of lack of
 
goods or materials for 12% of the businesses. Transport was the
 
biggest problem for 6% of the businesses in th2 north. The
 
supply of raw materials, stock control and cash flow to pay are
 
often problems of business planning. While raw materials are
 
often scarce, proper business planning can overcome many of these
 
problems. This is clearly an area in which business and
 
technical advisory service institutions can assist SMEs.
 

The fact that these businesses were started and remain in
 
operation is proof that this barrier is not insurmountable, at
 
least not for the entrepreneurs of the businesses covered in the
 
READI survey. Nevertheless, investment finance presents a
 
difficult impediment and could well be the major barrier to
 
expansion of the SME sector.
 

4.3.2 Barriers to the Running of the Enterprise
 

Roughly the same barriers or problems were mentioned for the
 
current day-to-day running of the business as were mentioned for
 
the period of making the initial investment and getting the
 
business started. The proportion of entrepreneurs with the
 
problem of premises and land diminished from 4% to 3%, the
 
problem of the installation of equipment and machinery diminished
 
from 2% to 1%, and the problem of getting equipment and spare
 
parts diminished from 5% to 4% as the biggest problem.
 

Problems of customers occur more frequently as the biggest
 
barrier to running the business in ]4% of the enterprises,
 
compared to getting it started, in 9% enterprises. The supply of
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goods and materials logically becomes a more prevalent barrier,
 
increasing from 6% to 10% of the cited biggest problems. This
 
problem is especially frequent in the food processing sector
 
(mostly 	grain milling) and wooden furniture making.
 

The problems of lack of customers may arise because the
 
market is too small (too few consumers within business reach or
 
potential customers with too little income). On the other hand,
 
the problem may come up because the troubled entrepreneurs do not
 
have the marketing abilities required to draw customers to their
 
businesses, or do not know wher,: to go to find customers. Ettema
 
reasons that the fundamental cause is the level of income of the
 
consumers within the entrepreneurs' potential market.'
 

It is possible to derive from national sample surveys of
 
agriculture data some impressions of rural cash income and
 
expenditure levels which do indeed suggest that the lack of
 
purchasing power is rather critical. In the 1980/81 survey
 
annual national rural cash income per household was estimated at
 
K137 and the level of total annual expenditure per household was
 
estimated at K117 2 . If purchases of inputs for farm (14%),
 
business activities (9%), food (23%), livestock and products (2%)
 
and transfers (8%) were excluded, then only 44% (K51.47) of
 
annual household expenditure was spent or. the purchase of non­
durable, durable and semi-durable goods and miscellaneous items.
 
It is clear that the low level of cash income limits the pur­
chasing 	power in rural areas.
 

TABLE 4.7: ANNUAL TOTAL CASH EXPENDITURE PER HOUSEHOLD
 
BY ITEM 1980/81
 

Kwacha Percent 
All items 116.98 100 

Farm 16.77 14 
Business 10.09 9 
Food crops 12.53 11 
Livestock and products 2.66 2 
Other food 14.00 12 
Non-durables & misc. 29.55 25 
Durables & semi-durables 22.16 19 
Transfers 9.22 8 

Source: 	National Statistical Office, National Sample
 
Survey of Agriculture 1980/81, Vol. III.
 

I Ettema, W. Small-scale Industry in Malawi. Journal of
 
Modern African Studies, 22 (3), 1984, p.5 08
 

2 
National Statistical Office, National Sample Survey of
 
i riculture 1980/81, Vol. III, Zomba 1984, pp. 5-6
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4.3.3 Barriers to Expansion
 

Entrepreneurs in the SME sector were asked a question about
 
their plans or intentions for making changes in their businesses
 
during the next twelve months. Most said that they intended to
 
expand or improve their businesses. Well over half said that
 
they intended to buy more equipment (69%), to offer better
 
products or services (89%), and to offeC new products or
 
services (78%).
 

Entrepreneurs were also asked to point out which intended
 
change would likely be the most difficult to implement, and to
 
explain why. MGre !han half of them (54%) mentioned that the
 
purchase of additional equipment would be the most difficult,
 
while 27% say the same about new products or services; 10% say it
 
about better products or services. The choice of appropriate
 
equipment requires a level of technical and business knowledge
 
not often found. Technical advisory service institutions are
 
needed to provide this knowledge to the SMEs.
 

Well under half intend to employ additional workers (38%) or
 
additional skilled workers (35%). They aim to be independent but
 
most do not employ others and do not strive in that direction.
 
Only in the textile and leather goods industries is there any
 
apparent interest in employing more workers. In that part of the
 
SME sector, 6% of the businesses expressed an intention to employ
 
additional skilled workers, and 4% intend to engage more
 
unskilled workers. Three of the 23 rest-houses and hotels said
 
that they intend to hire more skilled workers and one hotel
 
expressed an intention to take on additional untrained labour.
 

Despite intentions for expansion and improvement, a major 
problem in carrying out most plans is a matter of money in at 
least 80% of the enterprises. Only with regard to the intention 
to employ more sk:jlled workers is the problem explained as one of 
short supply rather than money. 

,1.3.4 Entrepreneur's Lack of Training 

Besides the basic matter of Problems encountered while 
th their and which encounteriblishing businesses those they 

arrently in operating their businesses, tihe entrepreneurs' 
responses to quest ions were analysed for constraints or barriers 
whic-h might not be immediately apparent or specifically mentioned 
by t hem. 

About 22% of the e%t ep ren whoU wer in)t ervi ewed'10s -said 
that they have had training in the field of their businesses. 
The sectors in which the entrepreneurs Lad some training and the 
proport 10n (f those entrepreneurs in their sector are clothing 

,ando tmi ilri in ,13%, other manufacturin g 41%Z, and 35% in both wood 
produuits manu'ac:turing, and in the services. In trading 
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businesses, bars and restaurants, and food and beverage manu­
facturers the levels of trained entrepreneurs are 11%, 9% and 6%,
 
respectively.
 

Clearly there is a role for on-the-job, and in-service
 
training, as well as short seminars, to help s~hall- and medium­
scale Malawian entrepreneurs run their businesses. Business and
 
technical advisory service institutions are needed to fulfil this
 
requirement.
 

A significantly larger proportion (27%) of the entrepreneurs

in the Northern Region report that they have been trained, com­
pared to much smaller proportions in the Southern Region (18%)
 
and the Central Region (21%). Interestingly, a high proportion
 
of entrepreneurs in all regions says that their work or busi­
nesses could be easier or improved if they themselves had
 
additional knowledge or skills.
 

4.3.5 Electricity
 

Of all SMEs, 25% use electricity and 27% do not use it even
 
though it is available. Electricity is not available to 64% of
 
those who do not use it. Although where it is not available, a
 
need for electricity is expressed by many of the owners of busi­
nesses (64%), the findings must not be interpreted as being a
 
good measure of effective demand for this form of power. Some
 
owners may find that they cannot cover the cost when they
 
precisely calculate their income and expenditure figures;
 
others may express a want without any regard whatsoever for
 
cost estimates.
 

Of ali the categories of businesses interviewed, wood-based
 
producers use electricity the least. Of the remainder, other
 
manufacturing, which includes metal workers, has the highest

portion of electricity users. Again, no surprise - metal
 
workers, to be efficient, need access to electricity for welding,
 
drilling and grinding.
 

Of interest are those who have access to electricity but for
 
various reasons do not use it. Withcut electricity, there is a
 
limit to the level of technological input that can be given.
 
Therefore, any TAS inputs must be categorised into levels of
 
technology according to the requirements of different types of
 
businesses. The following business types show some scope for
 
utilising electricity:
 

(a) Food processing: 24% use t,:ectricity, an additional 21% have
 
access, 55% have no access to electricity. Therefore, there
 
is scope for the introduction of energy savings by the use
 
of electricity as a replacement for diesel, also for the
 
introduction of other food processing activities.
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(b) 	Tailoring: 23% isre electricity, an additional 39% have
 

access, and 38% ar- unable 
to use it. There is therefore
 

scope for tha introduction of batch techniques using
 

electrical sewing machines, irons etc.
 

(c) 	Carpenters: 5% use electricity, 25% have access, but 62%
 

have no access. Therefore, there is much scope for the use
 

of electricity for breakdown mills, or for the reprocessing
 

of timber. However, for the majority to which attention of
 

the business and technical adviscry service institutions
 

must be directed, the requirements still lie with the
 
introduction of better hand tools and techniques using
 
hand-operated. equipment.
 

(d) 	Metal workers: 37% use electricity, 25% more could use it,
 

but 36% have no access. There is some scope for the intro­

duction of powered equipment for the improvement of produc­

tion, quality and product range. However, equal emphasis of
 

thi! business and technical advisory service institutions
 

must be given to hind-operated equipment, production techni­

ques, etc.
 

4.3.6 Location of Business
 

A sizeable number of entrepreneurs said that they would like
 

to move their businesses. Perhaps still more of them would like
 

to move if the alternative situation were well placed and had
 

proper facilities, £.uch as could be provided by public authori­

ties. Half (49%) the entrepreneurs of SMEs said that if the
 

government were to build a small market place or a workshop
 

centre nearby and charged rent they would move their businesses
 

to that place.
 

The READI survey results show that an enterprise centre is
 

most likely to be successfil, from a producer's point of view,
 

if it is planned to meet the requilemeLts of specific types of
 

businesses. Four sectors have a greater than average number of
 

potentially interested entrepreneurs. Those sectors are the
 

service businesses (except repair services), textile and leather
 

product manufacturers, wood product manufacturers, and other
 

manufactures.
 

Enterprise centres are found throughout the world. In
 

Malawi, enterprise centres for SMEs are found in Blantyre,
 

Lilongwe (Biwi Triangle) and Liwonde. They have been planned
 

and imlplemented by SEDOM (Blantyre), the defunct Capital City
 

Development Corporation (Biwi Triangle Industrial Estate) and
 

MDC (Liwonde). Many factors determine the success of a business
 

enterprise centre or industrial estate. Obviously the location
 

and facilities must satisfy particular requirements in order to
 

attract businesses which:
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(a) increase local employment;
 

(b) induce economic expansion;
 

(c) add to the technological development of the community;
 
(d) have a positive impact on community welfare.
 

Malawi's experience with enterprise centres has not been
 
successful so far' largely due to the problems of lack of
 
experience and funding to properly operate the centres. In
 
addition the facilities that have been built have inconveniently
 
been located far from shoppers, and in terms of quality and cost,
 
appear not to have taken into account the income generating
 
capacity of SMEs. In all cases, the entrepreneurs have been
 
unable to pay the economic rent for the facilities, and this has
 
resulted in under-utilisation of the facilities or payment of
 
sub-economic rent.
 

4.3.7 Constraints Due to Lack of Appropriate SME Incentives
 

Although small- and medium-scale businesses are included,
 
specific mention of the SME sector is brief and not very impor­
tant in Malawi's development plans and statements of objectives,
 
policies, and strategies. Moreover, very little is said about
 
any aims for developing the sector. While the policy calls for
 
a mixed economy, with both public and private investments, it
 
is not clear whether most investment decisions and the leading
 
direction will be set within the public or the private sector.
 
Nevertheless, a commitment has been made to the principle that
 
a vigorous SME sector, especially in industry, is a crucial
 
component in the development programme.
 

When DEVPOL 1971-1980 was published, the Malawi government 
acknowledged that one disadvantage of the industrial policy was 
its tendency to favour capital--intensive types of operations 2 , 

which in many cases turn out to be large-scale operations rather 
than labour- intensive SMEs. However, in recognition of the lack 
of specific policy provisions in DEVPOL to meet the needs of 
small-scale Malawian-owned industries, the Government acknow­
ledged the need to provide special facilities to encourage 

3
small-scale enterprise development .
 

I UNIDO, The Potential for Resource-based Industrial 
Development in the Least Developed Countries, No. 5: Malawi, 
1983, p124 

2 OPC, Economic Planning Divisinn, Statement of Bevelo ,ent
 
Policies 1971 - 1980, Zomba, 1971, p.76.
 

Ibid. 1,.77.
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Despite the government recognition of the complementary role
 

of SMEs -id the creation of a climate where large-scale as well
 

small-scale enterprises flourish side by side, it has failed
as 

to come up with the specific policies which were envisaged as
 

necessary for promoting the sector when DEVPOL was drawn up; the
 

of credit and business and
only exception is the provision 

tcchnical advisory services. The review of investment incentives
 

to take into account the specific needs of SMEs, anticipated when
 

DEVPOL was drawn-up, has not taken place yet, despite the changes
 

in the manufacturing sector, particularly since 1979.
 

While most government ministries and departments are
 

committed to the development of the SME sector, and have specific
 

policies, programmes and projects for promoting the sector, their
 

efforts are not coordinated. At the policy level it would appear
 
the SME
that ministries are coming up with poicies which affect 


sector one way or another without consulting other interested
 

changing economic and social conditions
ministries. Given the 

which necessitates the need to continuously review and revise the
 

promoting and regulating SME development
government policies for 

there is need to ensure that the revsions and changes are
 

relevant government ministries.
understood and appreciated by all 

recent changes to the SME investment climate appear
Some of the 


not to 
have been subjected to discussion with interested
 

ministries.
 

1.3.8 Barriers Due to the Economic Structure
 

input and output markets,
Besides the barrier of limited 

SME sector in Malawi are up against two
entrepreneurs in the 


other general economic barriers. First, the low level of
 

of the SME sector itself is a great constraint on
development 
further development of the entrepreneurs in the sector and th2ir 

It is a constraint because the entrepreneurs areenterprises. 

not surrounded by an environment of developed small and medium
 

relevant and challenging examples
scale businesses which provide 

say, because the entrepreneurs face
of good business. That is to 


little dynami c competition, they are not constantly being pressed
 

to reach for higher levels of efficiency; they are not supplying
 
final , iachother with lowcr-cost inputs; they are not supplying 

of higher quality or at lower consumers with goods arid services 
prices; and they are riot, therefore, expanding their markets in 

mutual and combined development. 

-conomic barrier which is especiallyAnother gceneral 

formidable to small enterptises, particularly those which are
 

rural art ats or bascd on agriculturully produced
situated ina 
by few major, lioldinginputs, is the domination of markets 

companies and their comtnercia] businesses. The ownership and, 

of these holding companiestherefore, ultimate vested interests 

is very difficult to delineate. Sore. of them have been defined
 

as "quasi-private, quu ,i public holding companies", "statutory
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bodies", "a bridge between the government and the private
 
sector", and "peculiar, hybrid organizations neither public nor
 
private"1 . They enjoy the advantages of operating as private
 
enterprises in the market, which also disciplines them to
 
maintain some degree of efficiency, without direct control by the
 
government. At the same time they have advantages which are
 
derived from their integrated relationship with the Government
 
and lawmakers, oeing statutorily created and coming under the
 
responsibility of a government ministry. These holding companies
 
have broad influence in the economy because they are large and
 
their ownership and business aims are closely connected in a
 
compact network of share-holding, directorships and management )f
 
commercial firms, and also because the oviners and directors are
 

2
closely affiliated and some are government officials . These
 
holding companies and their business firms dominate the markets
 
and put a formidable barrier to entry in the way of all other
 
enterprises.
 

4.3.9 Barriers Due to Lack of Sources of SME Investment Capital
 

Most small- and medium-scale Malawian entrepreneurs are able
 
to save for the start-up and expansion of their business enter­
prises, mainly out of business, farm and employment incomes.
 
However, because of inflation, low rates of economic growth (low
 
income levels), negative real rates of interest and family
 
obligations, their savings rate is low. This in turn creates a
 
demand for long- and short-term loan capital among SMEs. At
 
present most of this demand is not met by financial intermedi­
aries because of a number of reasons, including the following:
 

(a) 	 financial resources are lacking; and
 

(b) 	 lending policy limits lending to SME sector and/or
 
type of businesses.
 

During the coming five years there is going to be a growing
 
gap between the projected SME gross fixed investment and savings
 
which will be difficult to close using current projections of
 
credit. There will be need to find additional resources through
 
raising the savings ability of SME entrepreneurs, improving
 
savings mobilisation ana delivery of loans by financial inter­
mediaries, and allocation of additional funds to credit institu­
tions for on-lending to SMEs. We examine below the major
 
constraints which currently impede the mobilisation of savings
 
among small- and medium-scale Malawian entrepreneurs.
 

The Private Sector and the Economic Development of
 

Malawi, A.I.D. Evaluation Special Study No.11, Washington,DC,
 
Agency for International Development (AID), March 1983, pp. vi,
 
3-4.)
 

Ibid.,p.4
2 
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Barriers to SME Savings
 

The ability of SME entrepreneurs to save depends on their
 

interest rate of saving. Improving SME
income and level of real 

and services which
income requires improving demand for the goods 


are produced by, among other things, reducing the rate of
 

the extent that demand for their products depends
inflation. To 

there is need to improve these incomes
 on agricultural incomes, 


through formulating appropriate pricing policies, diversifying
 

crop production and increasing productivity. Raising agricul­

tural incomes would also directly increase the savings capacity
 
Directly and indirectly, the capacity
of entrepreneurs who farm. 


also be raised by expanding
of SME entrepreneurs to save can 

falling
employment opportunities and preventing wage income from 


in real terms.
 

of saving of SME entrepreneurs requires
Increasing the rate 

rates positive in real
controlling inflation, keeping interest 


terms and increasing the real rate of economic growth. While
 

created by factors external to the
most of the inflation is 


economy, part of the inflation is domestic in origin and requires
 
fiscal policy. Malawi is
better co-ordination of monetary and 


committed to an active interest rate policy', though as yet this
 
rates of interest.
has not resulted in sustained positive real 


the study, using banking figures and interest
The results of 

a strong and positive associ­rates, have indicated that there is 


ation between changes in savings and changes in real interest
 
is that by making deposit
The general implication of thi! 


real terms, a strong incentive to save can be

rates. 

rates positive in 


facilitate mobilisation of savings by
created which should 

financial institutions.
 

rates are not market determined but fixed by govern-Deposit 

ment through the central bank. In nominal terms, savings depo­

at 10.75% at all financial institutions except at
sit rates stand 


they are 5% per annum. In real terms, these
credit unions where 

rates were negative in 1985. Short term deposit rates are at
 

rates are 12.75% per year. Both

11.5% while investment deposit 


in 1985 as the inflat ion rate reached
of these were negative 
15.1%. Even fixed time deposit rates, ranging from 12.25% to 

15.75%, wt' largely negative in real terms. Minimum lending 
annum. Both lending and depo­ratevs range from 13.75% to 16% per 

sit rate have been negative on several occasions in the past. 

and EPD, lnteruationa Conference of 

Vol, I, 1983, p . 
I Mini stry of Finance 

3 5
 
[aLti- er; in Economic Develo, 
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Constraints Facing Savings Institutions in the Mobilisation of
 
SME Savings
 

Despite the advantage that they lend money to their members,
 
credit unions are not popular savings institutions for Malawian
 
entrepreneurs because of a number of reasonso The following are
 
some of the major reasons, which have been revealed by the study,
 
for their unpopularity as savings institutions among small- and
 
medium-scale Malawian entrepreneurs:
 

(a) 	they do not permit withdrawal of shares and as a result
 
the type of member attracted to the membership in the
 
society has been almost exclusively a borrower and all
 
the funds saved in the unions are immediately borrowed
 
back 	by the same people (for example, as at December
 
1985, outstanding loans amounted to K989,755 while
 
savings/shares stood at K934,414);
 

(b) 	the current organisation and operations of credit
 
unions lack an image of a sound financial institution.
 
For example, becaue of high loan deliquency rates,
 
approaching 75% in all credit unions, credit unions
 
cannot pay dividends due to lack of interest eernings
 
on loans, thereby discouraging future savers and
 
tainting the hoped-for sound financial image of unions;
 

(c) 	 there is lack of trust in credit unions because of
 
being associated with cooperative societies which have
 
had a poor record;
 

(d) 	 there are low dividend rates (5%) payable on shares
 
which compare most unfavourably with interest rates
 
paid on fixed investment, short-term and savings
 
deposits at the commercial banks, New Building Society
 
and Post Office Savings Bank; and
 

(e) 	 there is-a lack of knowledge of credit unions.
 

Although the presence of commercial banks was evident in all
 
the centres where SMEs were interviewed, their reluctance to lend
 
to the SME sector in general limits their attractiveness to
 
savers in that a substantial number of the entrepreneurs select a
 
savings institution with the hope of being able to borrow money
 
from the institution. As for the New Building Society, the ma.Yr
 
constraint to saving with the institution would appear to be its
 
limited infrastructure which currently only has branches in
 
Blantyre, Zomba, Lilongwe, Mzuzu and Mangochi.
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4.4 Barriers and Constraints in SME Support Structure
 

Following the decline in large-scale investment at the end
 

of the 1970s, government has focused attention at stimulating the
 

SME sector. However, government has not developed a comprehensive
 

strategy for promoting the development of the SME sector similar
 

to those provided for large-scale enterprise development in
 

DEVPOL 1971-1980. Given the contribution government is expecting
 

the SME sector to make to the growth of the economy, there are
 

concerns as to whether the current institutional SME support
 
structure can meet the projected credit demand and the business
 
and technical advisory service needs of SMEs without a comprehen­
sive government strategy to stimulate the sector. SEDOM, DEMATT,
 
INDEFUND, MUSCCO, RTS and MEDI are the SME organisations that
 

have pioneered the promotion of a sector where baseline informa­

tion, experience, financial resources and human resources were
 
scarce. The overall policy environment has provided little
 
central direction or coordination to the type, quantity, quality
 
and location of SME services. These factors have resulted in the
 
current search for a coordinated strategy and need to establish a
 
common understanding of the goals and objectives, problems and
 
issues facing each institution and the sector as a whole.
 

The results of the study indicate that less than 5% of the
 
sample have made use of the services offered by SEDOM, DEMATT,
 
[NDEFUND, MUSCCO and MEDI. Business and technical advisory
 
extension services have been limited'to the trading sector,
 
although the overall strategy has been to develop the productive
 
sector. Credit access has been limited by both availability of
 
funds and the lack of resources to administer an extensive credit
 
network. Other essential incentive programmes are either lacking
 
or not comprehensive enough to have an impact on development of
 
small- and medium-scale Malawian entrepreneurs. SME industrial
 
estates programmes have not extended beyond Lilongwe and
 
Blantyre.
 

SEDOM's portfolio, for example, is regionally biased with 78%
 
of its clients in the south, 14% in the central and 7% in the
 
north. Oyer 50% of the loans in the urban areas. The distribu­
tion follows the pattern of applications received and the pattern
 
of where SEDOM locates its offices and supporting infrastructure.
 
SEDOM has followed a pragmatic market approach and the majority
 
of that market demand has been urban and in the Southern Region.
 
SEDOM has begun to take on a more active role in redressing these
 
imbalances by establishing regional offices in the centre and
 

north. Future plans project the establishment of five additional
 
offices at the district level. On the other hand, the draft
 
National Physical Development Plan' has recommended the
 

I Department of Town and Country Planning, National
 

Physical Plan (Draft), 1986.
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establishment of 24 SEDOM district offices staffed to process
 
credit applications and provide advisory assistance in line with
 
the future distribution of government services for supporting the
 
agriculture policies while addressing regional equity and issues
 
of rural/urban nigration.
 

The financial implication of district levcl representation
 
is a constraint beyond the current projected Eudget programme for
 

t
SEDOM. The benefit of the proposed plan would be to achieve bo h
 
a more equitable distribution of credit in :ural areas as well as
 
providing the infrastructure to better meet national development
 
objectives. However, adopting the plan would require a highly
 
subsidized programme and a change of attitudes on the part of
 
those pressing SEDOM to aim for financial self-sufficiency.
 

With the expected increased activity in the SME sector in
 
Malawi over the next five to ten years, there are some clear
 
areas of concern in terms of the support structure needed to
 
realise the aims and objectives of promoting thL sector. While
 
a system has been established for the provision of credit and
 
business and technical advisory services, there are areas of
 
concern in the existing institutions, in terms of adequate
 
coverage in all other aspects of SME development, which need
 
careful consideration. These are best discussed in terms of
 
the steps one goes through in project formulation through to
 
implementation, usually referred to as the project cycle.
 

4.4.1 Project Identification
 

The prcject must meet some defined need, identified in terms
 
of available resources and skills. This requires an assessment
 
of resources, their exploitability, processability and suitabi­
lity, as well as an evuluation of skills and their potential for
 
being developed and upgraded to meet the business and technical
 
requirements of the projects.
 

A market and consumer survey will highlight the needs ani
 
preferences of the consumers. Particular attention must be paid
 
to consumer preferences which are becoming much more sophis­
ticated with time. The market needs to be understood in the
 
context of the culture and the purchasing power of the society in
 
which the new SME will be Introduced, as well as the ecological
 
constraints and infrastructure implications of the proposed
 
venture.
 

With the knowledge gained from the project identification,
 
the SME can be researched or developed to provide alternative
 
scenarios from which a choice can be made. In the case of
 
manufacturing or service-based SMEs, there are technological
 
implicatioas. A technology must either be identified, developed
 
or modified to meet the requirements of the project as identi­
fied. There are three possible routes:
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(a) 	 traditional technology can be assessed to see how it
 
could be up-graded to satisfy the requirements. This
 
route is more likely to be accepted as it requires only
 
a change in familiar technology;
 

(b) 	 conventional technology - used and proven elsewhere ­
to meet the requirements. This may involve scaling
 
down of technologies used in western countries or
 
slight design changes to technologies tried and tested
 
in other developing countries to suit the local raw
 
materials and consumer preferences; and
 

(c) 	completely new technology can be developed to satisfy
 
the requirements of the identified project. This
 
should only be done if the two previous routes do not
 
meet these requirements.
 

In all SMEs there are business implications which must also
 
be considered and to which solutions must be developed:
 
marketing channels, product promotion, raw material supply
 
routes, product costing, record keeping, personnel development
 
and general management. Such solutions will depend on the
 
particular SME.
 

INDEFUND and SEDOM face a term-loan lending constraint to
 
larger projects, particularly projects in new types of business,
 
because of the lack of a well staffed in-house business and
 
technical advisory service needed to appraise and evaluate
 
projects and sponsors before ventures are funded. Technical and
 
business aspects of new types of businesses are riskier, requir­
ing more intensive analysis and background research. These
 
services similarly are required at various points throughout the
 
processing of the loan and during project implementation. The
 
expansion of project lending into a more diversified portfolio
 
will require mobilisation of more financial and technical
 
resources than currently available.
 

SEDOM accepts all types of projects that fall within its
 
lending criteria. No promotion is undertaken to stimulate the
 
development of specific enterprises. As a result the portfolio
 
reflects only a handful of diversified projects with 70% of the
 
150 term-loans in either tailoring or maize meal production.
 
SEDOM has experienced a 41% increase in volume of loan applica­
tions since 1983. The promotional department, originally a
 
business advisory service for productive businesses, now
 
appraises and monitors loans for the credit section. The
 
majority of the projects in SEDOM's term-loan portfolio are
 
relatively low risk productive enterprises which require little
 
business, technical and monitoring services. There have been no
 
expressed objections to funding mure sophisticated projects if
 
the sponsors meet the lending criteria, but SEDOM faces a
 
constraint as it does not have the adequate operational
 
resources and number of technically qualified staff to identify,
 
appraise and monitor large numbers of more complex projects.
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4.4.2 Project Appraisal
 

An evaluation of the financial viability of the proposed SME
 
must be completed. It must be affordable by the people it is
 
intended to serve, or generate sufficient cash advantage to repay
 
and service loans. The owner of the SME must see a clear advan­
tage such that she/he will realise a net gain from involvement
 
with the SME activity, and not be b'rdened by it. Added to this
 
is the socio-economic evaluation whiOh must be completed in order
 
to assess the impact on the 
community in which it is promoted:
 
what is the effect on the region's economy, is it going to dis­
advantage others, or will it 
destroy more jobs than it creates?
 

INDEFUND and SEDOM appraisal staff have constraints in
 
gathering information at both the applicant and sub-sector
 
levels. The appraisal officer also plays the role of project
 
consultant because 
there is nowhere else to refer the applicant.
 
Often appraisal and project preparation become part of the same
 
process.
 

4.4.3 Project Implementation
 

After the project has been identified, developed and
 
appraised, it needs to be implemented. A pilot project may be
 
promoted and tested against all the variables previously identi­
fied.
 

In all cases, the financial structure of Lie project needs
 
to be finalised: premises need to be rented, developed or built,
 
lines of supply of raw materials or stocks developed, personnel
 
trained in business management, and the product(s) promoted.
 

In the particular case of manufacturing and service SMEs,
 
this will also involve equipment supply, installation and commis­
sioning, personnel training and development in the operation and
 
maintenance of the technology, pre-operation production trials,
 
and the development of production schedules.
 

The institutional survey picked up INDEFUND implementation
 
constraints in processing a loan. The average period of time
 
between project appraisal and disbursement of funds at INDEFUND
 
is nine months. The analysis shows that the time required is
 
partly a formal internal lending procedure constraint and partly
 
bureaucratic government and banking procedure in 
the granting of
 
land title, legal documentation and bank and foreign exchange
 
clearances. The time lag has resulted in an unfavorable reputa­
tion for INDEFUND among entrepreneurs and business groups who
 
complain about the operating inefficiencies of the institution.
 

SEDOM has set up an efficient high volume loan implementa­
tion procedure which, like its applications, are packaged so that
 
applicants can understand what information and procedures are
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the process. Part of SEDOM's success
required before they start 

at quickly turning around mini-loans is the approval process
 

which, after project appraisal is completed, require only the
 

general manager's signature. The 150 term loans in SEDOM's
 

a more rigorous appraisal and implementation
portfolio follow 

the time lag is rarely longer than six months.
procedure but 


is that of
One of INDEFUND's key operational constraints 

either a development organization or a
defining its role as 


The conflict arises from pres­quasi-commercial organization. 

sures from donors and shareholders who want INDEFUND to be a
 

development bank and to pay quasi-commercial
self-sufficient 

Government places a
rates for operational lending resources. 


loan money and a grace
7% interest charge on the grant or soft 


period of five years before the first interest and principal
 

payment begins. The corresponding government money to SEDOM
 

is 3/4 of 1% interest per year with repayment due in 50 years.
 

INDEFUND's quasi-commercial credit rates do not allow enough
 

the high costs of disbursing credit and
interest spread to cover 

the high risk of funding development projects. INDEFUND requires
 

grant funds to cover the development costs, which to date have
 

not been sufficient to cover current operations. SEDOM's credit
 

funds are on appropriate terms but delay in receiving funds has
 

sometimes disrupted the disbursements of approved loans.
 

nor
For projects in the productive sector neither INDEFUND 


SEDOM are allowed to fund enterprises in which non-Malawians are
 

partners. A number of viable projects in which the Malawian
 

sponsors solicited experienced non-Malawians through partnerships
 

have been turned down due to the restrictions imposed on the
 

trust deeds. The current restrictive
institutions by their 

to ventures with non-Malawian partners may
policies on lending 


deny Malawian entrepreneurs the much needed transfer of techno­

logy and know-how which is possible through partnerships with
 

foreign technical partners.
 

4.4.4 Project Monitoring
 

operation the project needs careful monitoring to
Once in 

satisfies the original need/market identified, that
check that it 


it does not create further problems or disturbances and does
 

create net benefits. In practice this will probably involve
 
its loan repayment
checking to see that the business can meet 


schedules, to identify problems before they develop, and to make
 

suggestions for the rectifying of the situation.
 

In the particular case of manufacturing and service SMEs,
 

also require a check on the performance of the
monitoring will 

of its capacity utilisation,
technology/equipment in terms 


maintainability and ease of operation, and will identify produc­

tion bottlenecks.
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SEDOM and INDEFUND monitoring functions place a constraint
 
on quality and performance of the portfolio. Project monitoring
 
in both organizations is intended to be a once quarterly
 
activity, but monitoring for some loans is done only once a year.
 
The volume of SEDOM's mini-loan programme further limits the
 
ability of SEDOM to even confirm that loans are used for the
 
intended purpose, much less to evaluate the impact of the loan.
 
At INDEFUND project monitoring is said to be constrained by lack
 
of transport and as a result the arrears repayment rate is as
 
high as 40%. The viability of some projects has fallen victim
 
to poor or no monitoring, either resulting in poor project
 
performance or in some serious problem of loan default.
 

4.4.5 Project Dissemination
 

In many cases, SME models can be developed for a wider
 
dissemination, and the experiences and lessons learned from the
 
pilot exercise can help to develop the model. The project cycle
 
needs to be re-run to check that the model is not being forced
 
into the perceived need/market, but this will inevitably prove to
 
be a much quicker exercise, calling on past experience.
 

Such a project cycle needs to be coordinated as it requires
 
a multi-disciplinary team if it is to be completed successfully.
 
Invariably, there will be back-tracking as obstacles are encoun­
tered. There are rarely shortcuts, and in order to ascertain
 
that the SME is truly viable, the general approach outlined above
 
must be adopted. It is also recognised that it is not always
 
practical or logistically possible to adhere to these steps, but
 
the promoters of SMEs must be aware of the potential pitfalls.
 

4.4.6 Support Structure
 

The discussion of the project cycle, and our analysis of the
 
institutional capacity of the Ministry of Trade, Industry and
 
Tourism to deal with SMEs, has revealed a number of institutional
 
weaknesses which constrain the promotion of SMEs. Apart from
 
three regional offices, the ministry lacks the field infrastruc­
ture to effectively perform its regulatory functions, let alone
 
to promote activities that would assist SMEs.
 

Despite the scaling-down of some of the ministry's regula­
tory functions, such as price control, the ministry has not yet
 
oriented itself to promotional activities. In our discussion
 
with officials in the Trade Department, for example, it was
 
evident that officers are still occupied with price controls,
 
when such controls have been reduced to a bare minimum. There
 
was very little evidence of trade promotion, particularly in
 
rural areas where the gap left by the departure of Asian traders
 
has not yet been filled.
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The manpower establishments of both the Trade and Industry
 
Departments do not have personnel with the requisite qualifica­
tions and experience for developing and promoting the SME sector.
 
For example, the current establishment of the Small-scale
 
Industry Unit does not have any posts which call for engineering
 
qualifications or small-scale industrial experience.
 

The ministry is aware that it needs to establish offices at
 
the district level to be responsible for all matters pertaining
 
to trade, industry and tourism regulation and promotion. How­
ever, there are no indications at present as to when this will be
 
done, in view of the budgetary and manpower limitations being
 
experienced. Furthermore, it is not clear to us whether the
 
ministry will emphasise its regulatory or promotional role.
 

Overall, we believe the major constraint facing SME
 
development in Malawi concerns planning and extension. In our 
discussions with the ministry we did not find evidence of active 
planning for the development of the SME sector or the provision 
of extension services. The planning unit in the ministry appears 
to be occupied with regulatory functions such as analyses of 
price and industrial applications. A number of Malawian entre­
preneurs we talked to feel that the ministry treats any informa­
tion it has, including that on potential SME areas of growth, as 
confidential and therefore not available to the general public. 

In the initial start-up period INDEFUND and SEDOM were
 
largely unaffected by the limited government strategy for deve­
loping the sector and lack of adequate information on the sub­
sector, for planning purposes. Both institutions were occupied
 
with establishing an institutional capacity to extend credit.
 
Credit disbursement has so far been limited while staff were
 
being, trained and systems established. For training and super­
vision reasons the portfolios of INDEFUND and SEDOM are concent­
rated in the south, particularly around the city of Blantyre.
 
However, it appears that the concentration of SEDOM and INDEFUND
 
loans in the Southern Region is also due to the lack of govern­
ment guidance regarding the distribution of credit so as to
 
ensure that it conforms with the development strategy of the
 
country as a whole.
 

As INDEFUND and SEDOM have expanded their operations and
 
become more experienced, demand for basic sub-sector information
 
and overall SME policy direction have constrained the expansion
 
and diversification of their portfolios. Needs assessments,
 
prospects and constraints analyses have been lacking. Whatever
 
information exist is often treated as confidential by lead
 
ministries and not available to SME investors. Both institutions
 
have also been constrained by lack of in house staff to appraise
 
and evaluate projects and sponsors before ventures are funded.
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The institutional survey revealed that SEDOM and to 
some
 
extent INDEFUND face internal organisational constraints due to
 
lack of institutional plans to guide their operations. We were
 
unable to obtain programmatic plans for SEDOM. INDEFUND, on the
 
other hand, has prepared an institutional development plan and an
 
annual work-plan which are required by one of the funding agen­
cies, USAID, for evaluating the READI project's success.
 

INDEFUND is the lesser known institution of the two, accord­
ing to the READI survey and the institutional survey. INDEFUND
 
has no formal application form or procedures which could be
 
self-administered. The resulting application procedure requires
 
considerable INDEFUND staff intervention to ensure sufficient
 
information for project appraisal. Compared to INDEFUND, SEDOM
 
has widely available application forms with detailed instructions
 
for the applicant.
 

The role of the SME development institutions within Malawi
 
should be to help the entrepreneur overcome many of these const­
raints. However, the concern with financial self sufficiency to
 
achieve operating cost recovery for SEDOM and INDEFUND, by both
 
donors and government, conflicts directly with development
 
objectives SEDOM and INDEFUND would like to address. Cost
 
recovery objectives favour funding more urban and simpler, less
 
risky mini- and term-loans and is a constraint in expanding into
 
rural and high risk diversified project term-lending portfolios.
 
Often, the temptation is to set up a myriad of institutions to
 
solve the problems created by the constraints.
 

It is recommended that the existing institutions be develo­
ped to take on the roles not already covered. In the meantime,
 
however, the project cycle of identification, appraisal, imple­
mentation, and dissemination must be completed; otherwise the
 
development of SME will be stifled. This then leaves 
a possible
 
role for private voluntary organisations (PVOs) to backstop until
 
the institutions in Malawi can be identified and developed to
 
take on expanded roles.
 

The READI survey has identified a number of gaps where the
 
support of PVOs is needed. These include:
 

(a) Funding: A provision for pilot industry funding is
 
required so that entrepreneurs can make products for
 
consumer testing before a market can be developed.
 
This will include the field testing of new and unfa­
miliar technologies introduced to the SMEs for the
 
improvement of efficiency and of product ranges. A
 
continuation of funding for SME loans is needed to
 
cover the high costs of monitoring projects,
 
particularly for smaller loans where interest payments
 
could not possibly cover such expenses.
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(b) Training: 
The main requirement is 
for the training of
trainers. 
Much of the skill up-grading that 
is needed
can be done in Malawi if the trainers are equipped with
the necessary skills 
themselves. 
 The 
two main areas
where this 
is needed are in 
the provision of the
necessary skills 
for business management and entrepre­neurship development, and the technological training
required to 
advise producer clients, initially in
artisan up-grading 
courses.
 

(c) Technology/development: 
 Technological problems 
are not
major constraints to 
SME development, but 
a provision
for technological developme.
t needs 
to be made in

Malawi, in four main 
areas:
 

(i) Information 
on 
available technology choices

needs to 
be accumulated. 
 This can be done by
the proposed technology centre at 
the

Polytechnic, but assistance 
in determining

the most appropriate information will be
 
needed;
 

(ii) The specification of the technology required

is an essential component of the project
cycle. Without 
it the most appropriate

technological 
solution to 
the problem cannot

be determined. 
 Technology specification

skills can be 
developed, but 
only over time
and with experience. Therefore, the best way
to develop these skills is to 
huve counter­
part on-the-job training, provided by a PVO
 
placement;
 

(iii) 
 The information 
on technologies often does
 
not necessarily reflect needs 
in Malawi.
Therefore, the technology will need 
to be

adapted or 
further developed to suit-the
 
resources and skills available in Malawi; 
and
 

(iv) Using technology testing facilities, imported
technologies need to be evaluated for

suitability in Malawi. 
 Such institutions do
exist, but 
they need developing so that they
can 
undertake minor modifications 
to match
the conditions in Malawi. 
 One notable

omission 
is a food technology laboratory.

Facilities for the 
develo-3ment of agricul­tural tools 
are available 
to some extent, but
would need to be developed further. 
There is
 a role 
for PVOs here 
to fill a 
gap and to
help build an institution to 
a level where it
can handle the work on its 
own.
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Continued reliance on PVOs is not a desirable objective, but
 
a phased input by PVOs would help to fill the institutional gaps
 
identified, and help to develop the institutions so that they can
 
grow and evextually be self-sustaining in terms of funding,
 
training and technological inputs. The PVOs should be encour­
aged to take on the task of phasing themselves out of a job as
 
they provide their specialised inputs to effective Malawian
 
institutions.
 

4.4.7 Other SME Development Institutions
 

4.4.7.1 DEMATT
 

A major goal of DEMATT, in Phase II, is to attain financial
 
independence. In the current phase, DEMATT operates on a grant
 
from USAID, through Partnership for Productivity (PfP) of TTS$2.8
 
million, and a subvention of US$0.5 million from the government,
 
but would like to see itself attaining financial self-sufficiency
 
through increased income-generating ventures such as providing
 
services to public and private institutions at a fee that would
 
cover the cost of the services. At present, DEMATT receives
 
payment for services it gives to the Malawi Commercial Transpor-t
 
Project and to the Rural Growth Centres Project. Other income­
generating activities include loan preparation on behalf of its
 
clients, and a modest management fee (K2.00) levied on all its
 
clients. In the future it intends to operate a venture capital
 
fund.
 

According to the Institutional Plan, the focus of DEMATT's
 
Phase II operations include the following:
 

(a) 	 selection of high-potential areas;
 

(b) 	closer cooperation with financing institutions, in
 
particular SEDOM and INDEFUND, to provide a support
 
service to both the financial instit,'iun and the
 
client in terms of project appraisal, planning and
 
monitoring;
 

(c) 	 intensifying marketing services for new and existing
 
businesses;
 

(d) 	developing a venture capital fund to assist Malawian
 
businesses in need; and
 

(e) improving the quality of staff through training.
 

The plan further comments that it hopes that these measures
 
will, nmong other things, bring about:
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(a) 	 a reduction in the number of field offices;
 

(b) 	 increased income from chargeable services to achieve a
 

level of self-sufficiency and financial independence;
 

and
 

through improved management and
(c) 	 reduction in expenses 

financial control'.
 

In our view these measures will effectively result in a
 

smaller service being provided than at present, and yet the READI
 

that DEMATT's strength is in its 25 business
survey has shown 

the three regions in the country,
consultants spread throughout 


reaching businesses which would otherwise not benefit from any
 

business advice. These are by definition rural and remote; the
 

READI survey has identified that this is the greater portion of
 

Malawi. Cutting back on the geographical area
the enterprises in 

of operation will undoubtedly affect the
 

most rural and remote, and may be self-defeating in terms of
 

the developmental role of DEMATT.
 

Further, the READI survey has demonstrated that the number
 
compared with the traders, so
of producers in Malawi is small 


that DEMAIT will again effectively reduce their assistance to the
 

majority of those in need if they favour producers at the expense
 
the needs of producers
of traders. It should also be noted that 


require a different approach for which DEMATT is not yet pre­
a new type of
pared, and therefore DEMATT will need to provide 


consultant to deliver an effective service.
 

While the aim of self-sufficiency is admirable, it is not
 
to be maintained.
operable if the original target group is 


to assist small rural
DEMATT activities in the initial phase were 

the cost of the
shopkeepers whose businesses could not support 


they need. If DEMATT were to charge for its
business advice 

would 	only reach those who could afford advice and
services it 


not those for whom advice is most needcd. The READI survey shows
 

that 77% of businesses interviewed are in the category, having
 

started with less than Kl,O00.
 

It is recognised that venture capital is needed in Malawi to
 

help entrepreneurs who have good projects but lack equity. By
 

definition, venture capital is money provided for high risk
 

projects with projected high gains. In developing countries,
 

most industrial projects hold a degree of high risk. What makes
 
the early stages of
them succeed is effective appraisal at 


to
project conception in order to assess what those risks are and 


design the project to minimise them. Once in operation, the
 

venture needs to be run efficiently, often imaginatively, and it
 

needs to be carefully monitored. The role of the venture capital
 

investor is to see that all the necessary steps are carefully
 

DEMATT, Institutional Plan 1986/87-1988/89
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appraised and that once the business is operating, see that it
 
runs according to plan. Most venture capitalists have vast
 
experience in businesses and are business-persons in heir own
 
right. This is not the case with DEMATT. Furthermore, it is
 
unlikely that the returns from the projects will be significant,
 
certainly in the early stages when reinvestment is the most
 
prudent use of profits; hence the capital will be tied up and not
 

working for the Malawian entrepreneurs most in need. DEMATT
 
lacks the ability to properly appraise such projects, run them or
 

monitor them, and hence lacks the capability to operate a venture
 
capital fund.
 

A move to producer clients, venture capital and charging for
 
services all have implications on staff training. In order for
 
DEMATT to provide professional services, it will need to upgrade
 
its staff considerably. Most of the business consultants hold
 
only MCE, which is not much greater than the qualifications of
 
their clients as identified by the study. Before they can be
 
trained, it is the belief of the study team that a level of
 
formal education will be needed to provide the educational tools
 
for the consultants to benefit from training. Four or five years
 
formal education will bring them to the level needed for on-the-­
job or in-service training to be beneficial.
 

What is needed is an assessment of the skill levels in
 
DEMATT, followed by an assessment of the skill levels required to
 
provide the services that it perceives as being demanded. The
 
difference will highlight the areas where training is required
 
and determine the type of person capable of receiving that
 
training. Alternatively, DEMATT should look at the manpower
 
resources it has and develop a plan of assistance which more
 
closely matches that. If this were done, however, DEMATT would
 

probably have to revert to the original goal and objective of the
 
organisation - assistance to the rural trader. This would,
 
indeed, match the needs as identified by this study.
 

Apart from serving its own clients, DEMATT proposes to make
 
special arrangements with SEDOM, INDEFUND, MEDI and MUSCCO to
 
service their clients in the rural areas, for a fee. Before
 
doing this, however, DEMATT will need to improve its reputation
 
in the field, where it presently does not work effectively, if at
 
all, with these institutions. It should be noted that DEMATT has
 

in the past year introduced an annual fee of K2.00 to its
 
clients, to gauge their willingness to pay for the service. The
 
results were positive, but this must be seen in the light of this
 
fee being much less than the actual costs, estimated to be
 
K800.00 per client. Whether DEMATT can command this sort of fee
 
from the other institutions remains to be seen.
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CHAPTER FIVE
 

CONCLUSIONS
 

5.1 Government Policy and Strategy
 

Government development policy and strategy has largely
 
focused on large-scale enterprises in the agriculture, transport,
 
industry, trade and social services sectors. However, the
 
government's long-term policies as laid down in DEVPOL and with
 
some subsequent amendments, have recognised the complementary
 
role of SMEs and the creation of a climate where large-scale as
 
well as small-scale enterprises flourish side by side. The
 
policy calls for a mixed economy in which both public and private
 
investments are promoted and the economic development goal is to
 
increase the degree of local participation in business ventures.
 
In addition, the government is committed to a free enterprise
 
system in which government keeps a relatively low profile, while
 
exercising regulatory and promotional functions.
 

While small- and medium-scale businesses are included in
 
DEVPOL, specific mention of the SME sector is brief and not very
 
important in Malawi's development plans and statements of
 
objectives, policies, and strategies. Moreover, very little is
 
said about any aims for developing the sector.
 

When DEVPOL was drawn up the government did not have enough
 
information on SMEs for the design of a development strategy or
 
incentives for the sector. However, in recognition of the role
 
of SMEs in the economic development of the economy, government
 
had hoped to formulate a development strategy and incentives for
 
the sector as information about the sector became available.
 
Beyond the provision of credit and business and technical
 
advisory services, a review of investment incentives to take into
 
account the specific needs of SMEs has not taken place yet. The
 
results of this study have therefore provided the government with
 
some of the much needed information necessary for reviewing its
 
policies and incentive structure, taking into account the needs
 
of the SME sector.
 

The institutional analysis of the Ministry of Trade,
 
Industry and Tourism, the lead ministry for SME development, has
 
revealed weaknesses in the institutional setup. The ministry
 
lacks the manpower and field infrastructure to adequately imple­
ment promotion policies and programmes and at the same time
 
4evise new promotion policies and programmes to accommodate the
 
evor-changing needs of SMEs.
 

The Ministry of Trade, Industry and Tourism is represented
 
on the boards of DEMATT, MUSCCO and SEDOM, (but not INDEFUND or
 
MEDI) and is therefore in a position to influence the SME
 
promotional and development programmes of these organisations.
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However, the ministry has not developed a jtrategy for promoting
 
the SME sector in order to be able to influence the operations of
 
the SME institutions towards the desirable goal for SME develop­
ment.
 

5.2 SME Institutional Support Structure
 

The SME sector, while it has a place in the institutional
 
structure which promotes and manages the development of private
 
enterprise in Malawi, does not have a place which is comparable
 
in importance to the position given to large enterprises. Com­
pared to entrepreneurs in large-scale enterprises, the entrepre­
neurs in the SME sector have considerable freedom in business
 
decisions. They are not subject to most of the legal and bureau­
cratic procedures which constrain the operating modes of the
 
managers of large enterprises. Nevertheless, because their
 
freedom is derived largely from benign neglect, they are deprived
 
of positive assistance and support in many ways.
 

In the present system of SME promotion and support institu­
tions, the scope of assistance of each agency is unique, with
 
very little overlap or unproductive duplication and interference.
 
Such separation of work is commendable and should be continued.
 
The credit function should be left to the exclusive preserve of
 
SEDOM and INDEFUND, being separated along the current lines by
 
size of loans, or along other lines such as types of businesses
 
or purposes for which the loans will be utilised. Likewise, the
 
business and technical advisory services and training are best
 
kept with DEMATT, RTS and MEDI where the division falls more or
 
less along a line between entrepreneurial and skill training at
 
MEDI and RTS and on-the-job business and technical advisory
 
service by DEMATT, although DEMATT has so far been giving most of
 
its attention to traders.
 

Clearly, there are gaps in the institutional framework for
 
the delivery of business and technical advisory services which
 
until now have been partially filled by DEMATT, SEDOM and INDE-

FUND. In the case of SEDOM and INDEFUND, business and technical
 
advisory services are considered secondary to their lending
 
operations. DEMATT requires broadening of its functions beyond
 
those of advice to rural traders, to include a full range of
 
business and technical advisory services. In addition, all three
 
institutions lack the manpower and the experience to provide the
 
business and technical advisory services deemed necessary.
 

Currently all major SME promotion and support institutions
 
in Malawi are faced with barriers to the development of their own
 
operations and the provision of their services and assistance.
 
Those barriers or constraints include insufficient financial
 
resources, an inadequate or overburdened staff, seemingly
 
unavoidable high operating costs and little or no institutional
 
planning or updating of quarterly or yearly plans. Such barriers
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the institutions,
or constraints, however, are not limited to 


because the impediments to their functions translate directly to
 

impediments to the sector which they are aimed to serve.
 

5.3 	 Performance and Prospects for Growth of the SME Sector
 

Whereas much is known about large-scale enterprises through
 

regular surveys for statistical use, information about smaller
 

firms is sparse, often being merely a list of kept by local
names 


authorities. Many small economic activities are operated without
 

being officially recorded anywhere. Consequently, until this
 

study, virtually nothing was known about the size and the contri­

butions to the national economy of the small- and medium-scale
 

enterprise sector. Nevertheless, government considers this
 

important for the economic growth and development of the
sector 

country, especially since the end of the 1970s which brought
 

about a slow-down in the growth of the large-scale enterprise
 

sector.
 

This study has attempted to measure the size and signifi­

cance of the SME sector using secondary information contained in
 

the national accounts published by government. The size of SME
 
study is approximately
investment in 1986 as estimated by this 


K13 million, rising to K35 million by 1991.
 

Until now most of the SME investment has been funded by
 

savings generated within the sector. Due to lack of information
 

on savings in the SME sector, estimates have had to be made using
 

government national accounts figures. SME savings have been
 

estimated at K13 in 1986 rising to K19 in .991. The little
 

formal credit that has been provided to the sector is a recent
 

phenomenon following the establishment of INDEFUND 
and SEDOM.
 
investment
Commercial banks have not provided credit for SME 


because of:
 

(a) 	 the high cost of dealing with large numbers of small
 

borrowers;
 

(b) 	 the risk of default associated with SMEs;
 

(c) 	 the commercial banks' practice of not lending money for
 

starting businesses; and
 

(d) 	 the difficult liquidity position often faced by banks.
 

SME term-loans given by INDEFUND and SEDOM have so far
 

been limited by institutional constraints and availability of
 

five years term loans are projected to
,esources. In the next 

rise from K3 million in 1986 to K9 mill:on in 1991, leaving a
 

financing gap for SME capital formation investment of at least
 

K7 million in 1991 alone.
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5.4 Characteristics of the SME Sector
 

There is a pattern of concentration of businesses in a very
 

narrow range of enterprises, and therefore more consideration
 

might be devoted to ways and means of diversifying the pattern
 

of SME development within the country. Businesses in different
 

regions do not all perform equally well. It is unlikely that
 

this is attributable to entrepreneurial deficiencies but is
 

rather explicable in terms of deep-seated structural economic
 

factors. Imbalances due to such factors cannot be rectified by
 

policies initiated within the SME sector strategy. They will
 
need to be changed through a strategy that is much broader in
 

scope. Any programme for SME development must take account of
 

differences in the rural/urban profile of enterprise activity.
 

In different regions of the country there are widely differing
 

degrees of urban concentration of SME. This is an important
 

issue since the spread of business activity is much more narrow
 

in the rural areas of the country. Moreover, there are substan­
to
tial divergences in the capacity of rural and urban firms 


generate employment. Finally, the participation of women in
 

business enterprises is very minimal despite the great potential
 

for expanding women's participation in SME'. However, many
 

practical measu:-es need to be taken to turn this potential into a
 

reality. This is particularly true of the rural areas where it
 

has been reported that only 1.5% of women are in non­

agricultural family businesses
2.
 

5.5 Employment Patterns in Malawian SME
 

Employees are unevenly distributed among the various
 
types of enterprise groupings. The disproportionate spread of
 

employees among various types of business activity is especially
 

pronounced for the women workers. The Southern Region urban
 

enterprises have the highest mean number (4.6) of workers while
 

rural businesses in the Northern Region have the lowest average
 

number (1.1) of employees.
 

The repercussions for employment policy within the SME
 

sector appear to centre around the enhancement of. employment­
generating capacity among specific types of enterprise activity
 

in the rural areas, and the generation of employment opportuni­

ties for women in particular types of enterprises in which they
 

are under-represented within the SME labour force.
 

I SEDOM, Women in Small and Medium Scale Enterprises, A
 

paper presented at the workshop on "Malawi's forward-looking
 

strategies on the advancement of women to the year 2000" held in
 

Lilongwe, 9 - 10 September, 1986.
 

2 United Nations, Economic Commission for Africa, Women, 

Planning and Policy in Malawi, African Training and Research
 
Centre for Women, Addis Ababa, 1984, 9.2.
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Another extremely important issue for SME development is the
 
rural/urban balance of employment opportunities and possibilities
 
for job creation within the sector. Of the total number of
 
employees in the sample, 78% are working in rural-based enter­
prises while 22% are working in urban-base enterprises.
 

Based on population growth trends in the country and the
 
projected labour forpe, it is estimated that the large-scale
 
modern sector will generate E8,000 jobs over the fve year period
 
to 1990. This will leave 65,000 people to be absorbed by the SME
 
and informal sector. Based on the projected levels of SME
 
investment to 1990, a total of only 29,000 new jobs in the SME
 
sector could be realised, leaving 36,000 people jobless or
 
underemployed.
 

5.6 Constraints Facing the SME Sector
 

The degree of weakness in business requisites is demon­
strated by the entrepreneurs' perceptions of their biggest
 
operational problems. In the day-to-day running of their
 
enterprises, 14' of the entrepreneurs believe that a lack of
 
customers is their biggest problem and another 6% say that this
 
is their second largest worry. More than half the entrepreneurs
 
report that finance capital is their greatest problem and nearly
 
70% say that it is their only problem.
 

Insufficient funds for capital investment is a problem which
 
is not normally associated with ongoing operations. Perhaps the
 
entrepreneurs set aside too little working capital when they
 
establish their businesses, or perhaps they depleted their
 
capital. On the other hand, their perceptions may have been
 
misinterpreted when the entrepreneurs were simply trying to say
 
that their essential problem is one of low income, which some are
 
able to understand as being the consequence of too few customers.
 
This possibility appears greater in view of the fact that not
 
many more than half the businesses have expanded since starting;
 
in fact, 37% of the businesses were said to have declined, 16% of
 
all entrepreneurs doing less than half the business that they did
 
in their first year. In terms of employees, only 45% have done
 
well enough to employ additional workers. Of those who did
 
employ workers, 30% now have fewer. Many businesses started and
 
remain as enterprises for the self-employment of the owner,
 
without employing others.
 

Most of the surveyed entrepreneurs have serious difficul­
ties. They are enterprising up to a point. Either because they
 
are unable to find an employer who would employ them in the
 
desired activity, or becatise they want to be self-employed, they
 
managed to put themselves in business. Many of the business­
persons soon reach their entrepreneurial limit. Their businesses
 
hardly grow; few employ additional workers while many (43%)
 
remain one-person enterprises, essentially artisan working places
 
and small retail businesses, not firms in the modern sense.
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There appears to be little room for more 
new businesses to

be started in the SME sector, 
or even in the LSE sector, given

the structure of the economy. 
 But this may be just a passing

phase in a nation 
in which a sixth of the national income is
 
earned by subsistence farm families and as 
much as four-fifths of
 
the potential 
labour force are peasant farmers. Subsistence
 
output and the group of peasant farmers are diminishing measur­
ably in relative importance. If the nation is changing into a
 
post-agricultural society, industrialisation may well be 
leading

to significant changes in 
the present structure of ownership and
 
control. Consequently, the economy may become more competitive

and open to diversified types of businesses.
 

This transition must be encouraged and promoted by a pro­
gressive policy which will 
induce appropriate responses and
 
entrepreneurial actions throughout the economy. 
 Entrepreneurs

in 
the SME sector should be looking into ways to bring faster
 
and sustained growth to their markets. A growing market 
can be
 
created by:
 

(a) extending the geographical reach of business; and/or
 

(b) increasing the purchasing power of customers.
 

Business firms of the LSE sector have already nearly

completed their spread into 
all market areas of Malawi and their
 
external markets are 
limited greatly by transportation, the
 
factor which also restrains their foreign competition in Malawi

markets. The best Fiternative direction 
for the SME sector,

then, 
is to look toward raising the purchasing power of their
 
present markets. This can be achieved through:
 

(a) increased income of customers; and/or
 

(b) lower prices and costs of purchases.
 

For a number of reasons, large businesses have greater

survival power than small businesses the
in face of most fluctu­
ations in the market. Consequently, they present imposing

competition to smaller businesses. Large businesses, however,
 
.re not invulnerable to market forces and they are always
not in
 
a more 
favourable position than small businesses. Large size
 
also means that small-scale activities may not 
be economical for
 
firms which do not 
have procedures and administrative support for
 
them or which must disturb large-scale activities in order to
 
ca'ry out a small-scale activity. This means that there is 
room

for small-scale businesses 
to provide consumers with certain
 
final goods and services which are 
uneconomic for large-scale

businesses and, also, for small-scale businesses to produce goods

and services which larve-scale businesses must 
have in small
 
quantities for 
;nputs in their production and services.
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5.7 Demand for Business and Technical Advisory Services
 

The constraints summarised above all need to be surmounted
 
before SMEs can develop. There is a need for institutions
 
already trying to address these problems to take on a much more
 
rigorous role. Business and technical advisory services are
 
needed to help SMEs overcome many of these constraints.
 

These areas of need can be broadly summarised as: marketing,
 
raw material assessment, transport assessment, technology choice
 
training assessment, credit supply and in particular project
 
planning, appraisal and monitoring.
 

(a) Marketing
 

This is a service which can be provided for any type or
 
size of business. It should encompass the following
 
activities: market opportunities in the rural areas, in the
 
towns and overseas; market development; market promotion;
 
consumer surveys; and a training facility to assist entre­
preneurs in these fields. The feasibility of a marketing
 
service to rural or small producers, and of a sales coopera­
tive, should also be explored. These are roles which
 
DEMATT is exploring and we recommend that assistance be
 
given to DEMATT to develop these services further.
 

(b) Raw Material
 

The assessment of raw materials will be a technical role and
 
dependent-on the type of raw material: minerals could
 
be tested to a limited extent by the Geological Survey in
 
Zomba, but frequently will need to analysed outside of
 
Malawi; agricultural produce will need to be tested in a
 
food laboratory, not available in Malawi except for minimal
 
facilities at Bunda College of Agriculture; and metallurgi­
cal facilities exist at the Polytechnic.
 

The whole question of rural material supply needs to be
 
surveyed to assess the real requirements of various indus­
trial sub-sectors to determine the need for buyer co-opera­
tives, wholesale facilities and/or alternative materials.
 
This latter activity is a role for DEMATT in coordinating
 
data from the field, using its field staff at its head
 
office.
 

(c) Transport
 

Similarly, the present transport pattern in the rural areas
 
needs to be surveyed to see how the transport problem could
 
be solved. This is very much an on-going requirement and
 
DEMATT's Transport Consultant could play a leading role.
 
Most businesses have transport requirements in terms of
 
delivery of raw materials to the business and finished goods
 
to the markets.
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(d) Technology
 

This is a much more complex area, and one which will require
 
long term assistance from outside of Malawi to fill the gaps
 
identified here. It is essential for the most appropriate
 
technology to be used. This basic information could be
 
provided by the proposed Technology Centre at the Poly­
technic. The Centre exists in name only at present, with
 
two lecturers working part time on the develcpment of the
 
concept of the Centre. As a first step, a resource ce tre
 
needs to be developed to provide information on technology

choices, their performance and problems in other parts of
 
the world.
 

The testing of these technologies is a separate function
 
which is being done to a limited extent. Chitedze Agricul­
tural Research Station, for instance, is doing some testing
 
of agricultural implements, and processing equipment. Other
 
areas, such as food processing technologies, mineral
 
extraction and processing technologies, and workshop
 
equipment and tools, are not catered to in Malawi.
 

Technology adaptation and development is not being done to
 
any great extent in Malawi. Indeed, the Chitedze Agricul­
tural Station needs to develop its engineering ability in
 
order to turn good concepts into production models. Outside
 
of this there is little being done. The Polytechnic has
 
done some work as a part of its research programmes, but
 
nothing of note which could assist the SME sector. It is
 
not recomiaended that the Polytechnic be the institution to
 
take on this role, as worldwide experience with Technology
 
Centres based at academic institutions has not been posi­
tive. They are considered too remote from the sector they
 
are trying to serve. Elsewhere for each technology area an
 
institution is developed to take on the role of technology
 
testing, adaptation and development. A separate study is
 
needed to identify the most appropriate institution for each
 
area.
 

(e) Training
 

This is a vast area which deserves more space than this
 
report can give, but briefly the areas can be split into
 
training of trainers, so that the concepts can be taught
 
over and over to different groups, and entrepreneurial
 
training such as that being undertaken at MEDI. Then there
 
are the broad areas of training which can be categorized
 
into business and technology.
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(i) Business
 

Formal education in this field should continue to be
 
encouraged, both at the secondary school level and at
 
the Polytechnic and MEDI levels. In-service training
 
courses need to be designed for small and medium
 
businesses, and DEMATT and MEDI could upgrade activi­
ties in this area to cover the sector requirements.
 
Every effort should be made to hold courses near to the
 
businesses in need.
 

(ii) Technology
 

Formal courses such as those already held, should
 
continue at the secondary schools, Nasawa Technical
 
Training School, MEDI and the Polytechnic, where trade
 
tests and certificates can be awarded. The Rural Trade
 
School provides a valuable service to rural artisans;
 
their capability to extend their services to the field
 
and train non-graduates should be expanded to provide
 
artisan up-grading courses. The Rural Trade School
 
could also be a useful medium for providing training of
 
trainers courses for the other institutions mentioned.
 
The Malawian Entrepreneurial Development Institute does
 
a useful service in combining the technical training
 
with the necessary business training. A parallel
 
service needs to be developed for existing businesses,
 
which could take the form of joint artisan training and
 
business courses. This would require a certain amount
 
of collaboration between business institutions such as
 
DEMATT and the technical institutions.
 

(f) Credit Supply
 

The financial intermediaries, INDEFUND, SEDOM and MUSCCO,
 
should be encouraged to develop their own capabilities in
 
project planning, appraisal and monitoring, calling upon
 
DEMATT for input on market, raw material and transport
 
information, and to provide the necessary business training
 
needs as identified in the planning stage. For small loans,
 
SEDOM and MUSCCO could be encouraged to use DEMATT's field
 
extension to assist with the monitoring. This will reduce
 
the overhead cost of monitoring sinall loans where the 
interest charges cannot hope to cover these administration 
costs. 1o r their larger loans, however, the financial 
intermediaries should develop their own monitoring service,
 
as this is the most effective means of feedback to build
 
their experience in loan provision and enable them to
 
provide a better service to their customers.
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5.8 	 Role for Business and Technical Advisory Services in SME
 
Development
 

More than financial aid is required for the promotion of
 
business. Information and advice are needed, too. Sometimes
 
even those forms of assistance are not enough to make the
 
difference between success or failure 
of a 	small venture. In
 
some 	cases, direct credit assistance for obtaining materials,
 
goods or services is essential. Such assistance, including
 
loans, is valuable but credit alone is not likely to be enough.
 
In order to put technical assistance on a level of first-order
 
importance along with credit functions, the network of official
 
institutions should he restructured, removing the subsidiary
 
relationship by which technical assistance is now secondary to
 
credit functions and technical assistance to SME industrial
 
producers is less important than technical assistance to traders
 
and farmers.
 

Business and technical advisory services are required to
 
meet the needs of the existing businesses to develop, and those
 
of the new enterprises being developed. However, it should be
 
pointed out that a different approach is going to be needed for
 
the existing businesses which already have problems, often caused
 
by lack of proper project planning, appraisal and monitoring, and
 
these need to be addressed in the light of the particular busi­
ness, the context in which the business has found its problems,
 
and its ability to overcome them in terms of the status of the
 
business. This will often need innovative thinking on behalf
 
of the business and technical advisory service institutions.
 

Careful planning before a business venture is established,
 
proper appraisal and careful monitoring will reduce the number of
 
problems encountered, if only because this process will identify
 
potential problem areas before they are reached, and allow
 
preventive actions to be devised in advance. Existing businesses
 
which are not planed, appraised or monitored will find them­
selves in the middle of a problem which could have been solved
 
long before it materialised.
 

Given the perceived needs of the entrepruneurs and the
 
constraints facing the SME institutions the following areas need
 
to be addressed by business and technical advisory service inst i­
tutions and entrepreneurial and skills-training institutions:
 

(a) 	 For the amount ofr :redit that is expected to be required to 
finance the projected levels of SME investment, much more 
project identification is going to he needed. Re]iance on 
entrepreneurs to come up with viable projects, which is 
currently the case, will not yield the needed projects. As 
the obvious options are taken up, more innovative thinking 
is going to be needed, requiring new inputs from business 
and technical advisory service institutions. Technological 
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inputs, such as raw materials, and technology assessments
 
are going to call on the services of outside institutions.
 
In addition, market research and development facilities
 
should be developed in country with the existing institution
 
sharing the responsibility.
 

(b) 	 Proper planning of projects will need market research and
 
consumer preference tests to develop a marketing strategy
 
that includes delivery of finished goods to the markets.
 
This 	can be done in conjunctiun with testing the suitability
 
of the supply of raw mat rial5.. The choice of the most
 
appropriate technology, bo-,m: matched equipment and process
 
will also require a technoloZ'ical input to test, adapt or
 
develop the technology. Also required is an assessment of
 
the business and marketing skills needed to operate the
 
business.
 

(c) 	 The appraisal of projects is to a very limited extent being
 
done by the financial intermediaries, and to a lesser e-Lent
 
by DEMATT with its credit worthiness scheme and loan
 
preparation service. However, a much more rigorous approach
 
is needed to reduce the number of projects with arrears on
 
the books of many of these organisations. Training in
 
project appraisal to take into account IRR, NPV, break-even
 
analysis or payback¢ ?whichever is the most appropriate), as
 
well as sensitivity and risk analysis, is needed. The last
 
two are most relevant, particularly when the more innovative
 
projects emerge. There will be risks, but this is no reason
 
not to proceed, as long as the risks are known, quantified
 
and reduced to an acceptable level by careful project
 
design. Risk "inalysis can only be done if the market is
 
properly ass ssed so that the variance in size and accep­
table price level is known, the raw materials carefully
 
chosen, the appropriately priced, operable and maintainable
 
technology is chosen, the manpower skills needed are
 
specified and developed, and the financial structure is
 
selected so that the projected income from the project is
 
sufficient o service the loans comfortably.
 

(d) Project implementation is often left to the entiepreneurs
 
themselves. The business and technical advisory service
 
institutions too quickly let go of the project at this
 
crucial stage, thinking their job is done. Clearly there is
 
a role for these institutions in helping with advertising
 
and promotion of the product, establishing the lines of raw
 
material supply, supervising or overseeing the installation
 
and commissioning of the equipment. In addition there is a
 
need for designing and arranging training courses to run,
 
service and maintain the technology as well as run, manage
 
and develop the business, and fina'ly in the effective
 
disbursement of the loan.
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(e) 	The whole area of monitoring is in need of a radical re­
thinking on behalf of the financial intermediaries, who pay
 
lip service to this activity but rarely give constructive
 
advice to businesses running off target. Checking on con­
sumer reactions to the product, determining that the process
 
flow and capacities of the equipment are balanced and
 
adequate, that the machinery is being properly maintained,
 
that the m'inpower performances are on target and that the
 
repayment schedule is being met or being rescheduled, are
 
all essential services to the infant industry to help it
 
grow into a healthy and prosperous business.
 

5.9 	 Enterprise Centres
 

Malawi's experience with enterprise centres has not been
 
successful so far. The facilities that have been built so far
 
have inconveniently been located far from shoppers, .nd in terms
 
of quality and cost, appear not to have taken into account the
 
income generating capacity of SMEs.
 

Half (49%) the entrepreneurs of SMEs said that if the
 
government were to build a small market place or a workshop
 
centre nearby, and charged rent, they would move their businesses
 
to that place. The READI sur-ey results show that four sectors
 
have a greater than average number of potentially interested
 
entrepreneurs. Those sectors are the service businesses (except
 
repair services), textile and leather product manufacturers, wood
 
product manufacturers, and other manufactures.
 

5.10 	Research Areas for Future Policy Direction
 

The comparison of some growth rate trends since 1965 for the
 
amount of initial investment put into the founding of businasses
 
and the number of thiose businesses, suggests that not only is the
 
SME sector growing at a rate which is important to the economy,
 
but also that modest structural changes are occurring within the
 
sector.
 

By total amount of finances put into starting businesses,
 
the fastest growth in investment is generated in manufacturing
 
(8%), specifically in food and beverages (11%), tinsmithing
 
(10%), grain milling (8%) and clothing (7 ). The number of
 
businesses which are started in these sectors, however, is
 
growing at a comparatively low rate. This suggests that perhaps
 
the initial investment required to enter into these sub-sectors
 
of business is now much larger than it was one or two decades
 
ago. Therefore, the increase in the size of initial investment
 
would be acting as an economic barrier to entry. This is not a
 
bad change, however, given the large numbers of businesses in
 
these sub-sectors. The relative differences in rates of change
 
may also reflect technological changes, whereby the3e sub-sectors
 
are becoming increasingly capital intensive.
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Looking for the sub-sectors having a relatively low rate of
 
growth in the current market value of initial investment, one
 
finds wood furniture manufacturing and restaurant and bars, in
 
particular. Curiously, these sectors show comparatively high

rates of growth in numbers of starting businesses. In other
 
words, the size of the SME sector is growing, especially in
 
activities in which the required size of 
the initial. investment
 
is relatively small, perhaps declining.
 

The single noticeable exception to the above two observa­
tions is the sub-sector of hotels and rest-houses. While the
 
rate of growth of initial investment is not low, the rate of
 
growth of numbers of new hotels and rest-houses appears to be
 
h igh.
 

The conclusion derived from the 
above analysis suggests that
 
some types of businesses, for example grain milling, food
 
processing and sheet metal fabrication, may be switching to new
 
and more expensive technology which entails increasingly large

financial credit for starting and for capital improvements.
 
Other types of businesses, for example carpentry, some manufactu­
ring and restaurants and bars, may be declining in levels of
 
technology, and, therefore, require greater emphasis upon
 
manpower development, particularly in forms of business and
 
technical training.
 

A study in greater detail of the characteristics of all
 
businesses, especially in carpentry and miscellaneous types of
 
manufacturing and restaurants and bars, is recommended before
 
making policy recommendations on specific types of businesses.
 
Overall, the general results suggest that investment in the SME
 
sector is beth increasing (growing in number of enterprises) and
 
deepening (both in size and capital investment).
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CHAPTER SIX
 

RECOMMENDATIONS
 

6.1 	 SME Development Policy and Strategy
 

The major policy recommendation for SME development in
 
Malawi is for government to 
establish a set of government incen­
tives which take into account the needs and constraints of the
 
SME sector, and a development strategy for the sector which would
 
guide the operations of SME development institutions. This study

has provided the basic information to enable the Ministry of
 
Trade, Industry and Tourism to 
develop a strategy for promoting

and developing the SME sector. 
 The desirability of developing

the sector has been down in
laid DEVPOL. The base for developing

the sector has 
been created through the establishment of SME
 
development institutions such as 
DEMATT, INDEFUND, MUSCCO, SEDOM
 
and MEDI.
 

The focus of the Ministry of Trade, Industry and Tourism
 
requires redirection. A shift 
in ministry priorities from
 
regulatory activities 
to promotional activities is recommended,

particularly in 
view of the price decontrol that has taken place

during the 
last two years. The vacant posts in the Ministry need
 
to be filled and training will be required to upgrade existing

and new personnel to facilitate the guidance of the participating

SME sector ministries and implementation institutions. 
 In
 
particular the Ministry's Small-Scale Industrial Unit will need
 
resources 
and support to adequately carry out the following
 
roles:
 

(a) 	establishing a dynamic SME industrial policy and
 
reviewing it periodically to reflect economic changes
 
and government priority emphasis;
 

(b) 	coordinating SME industrial policy for all 
secondary

processing of primary products in 
coordination with
 
sectoral ministries responsible for production of
 
primary products;
 

(c) 
 promoting SME industrial activities by establishing

fiscal incentives relevant 
to the SME sector and other
 
incentives such as the provision of credit, advisory

services, research and infrastructure; and
 

(d) 	 promoting the development of SME entrepreneurs by

identifying priority SME training 
areas and supporting

entrepreneurial and on-the-job training programmes of
 
MEDI, RTS, and the expanded DEMATT.
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Given the large number of government ministries and depart­
ments involved in defining and formulating government policies
 
and strategies for the SME sector we recommend the setting up of
 
an SME Development Advisory Committee which will be responsible
 
for defining and formulating SME policies, objectives and
 
strategies. The role of the committee would be to coordinate and
 
monitor the SME policies and strategies, including reviewing
 
policy and strategy changes for government consideration and
 
approval. Membership could include Principal Secretaries of EPD
 
(OPC) (Chairman), Finance, Agriculture, Local government,
 
Forestry and Natural Resources, Labour, Education and Trade,
 
Industry and Tourism.
 

With several institutions involved in small and medium scale
 
industrial and rural development work, coordination becomes
 
essential in order to rationalize the individual efforts and
 
complement them more effectively with government policies as
 
implemented through SME suppoct institutions. We therefore
 
recommend that the Ministry of Trade, Industry and Tourism set up
 
an SME Implementation Coordinating Committee to provide guidance
 
at national level and also serve as a forum for discussing SME
 

issues. We propose that membership include all the SME support
 
organizations including non-governmental organizations as well as
 

representatives from all other institutions involved in
 
industrial and rural extension work such as the Ministries of
 
Agriculture, Labour, Education, Forestry and Natural Resources,
 
Finance and the University of Malawi. At the field level similar
 
coordination using the DDC is recommended with a view to present­
ing regular reports to the main committee so that coordinated
 
action may be taken.
 

9.2 Institutional Capacity of Lead Ministry
 

Currently the Ministry of Trade, Industry and Tourism has
 

limited number of officers working on industry as a whole and
 
only one officer devotes part of his time on SME issues. At the
 

operational (or field) level the Mih.istry is not represented.
 

For the above reasons we recommend the strengthening of the
 

lead ministry so that it has the institutional capacity to
 
coordinate and advise government and SME support institutions on
 

opportunities for SME development and related support policies
 

and programmes. The ,.ind of improvement we would like to
 
recommend is in both numbers of officers, levels and types of
 
professions on the establishment of the Department of Industry.
 

The ministry requires to have an in house institutional capacity
 
to advise government on appropriate policies and also play an
 

active role in the promotion of SMEs by being represented at the
 

operational level. Such strengthening will require commitment of
 

manpower and financial resources beyond the levels that have been
 

allocated to the Ministry of Trade, Industry and Tourism so far.
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We note that one of the ministry's functions is to provide

advice and extension services to entrepreneurs. We believe that
 
this is better facilitated at the operational level i.e. where
 
the SMEs operate. We to
therefore recommend that in addition 

enhancing the institutional capacity of the lead ministry at the
 
ministry level, the ministry should al3o deploy staff at 
the
 
field level to deal with coordination, promotion, monitoring and
 
advice.
 

6.3 Planning of SME Development Institutions Activities
 

The preparation of comprehensive institutional work-plans is

recommended for SEDOM, INDEFUND, DEMATT, MUSCCO and MEDI. 
 We
 
found little or no institutional planning, or updating of quar­
terly or yearly plans, in these institutions. The coordination
 
and sharing of institutional activities should be facilitated by

institutionalising the model developed for the 
READI Project

Implementation Committee, which meets 
once a quarter and is
 
chaired by the Ministry of Trade, Industry and Tourism.
 

6.4 Cost and Availability of Credit
 

Present institutions have a key position in 
the mobilisation
 
of resources and must be maintained and expanded. Financial
 
liquidity seems to be the biggest problem for
 
most entrepreneurs. Therefore, any possible relief that 
is
 
economically sound should be implemented. One form of relief
 
would be making credit more readily available in the rural areas
 
by increasing the 
penetration of credit institutions.
 

Given the high cost of delivering credit (KO.67 for every

K1.00 for SEDOM and KO.44 for every K1.O0 for INDEFUND), the SME
 
financial intermediari 3 will not 
be able to make credit readily

available to SMEs without assistance in the financing of the cost
 
of delivering credit. 
 If credit is to be made readily available
 
throughout the country, particularly in the rural areas, the 
cost
 
of delivering credit may have to be financed in the same way

small-holder agriculture credit 
is financed. Government and
 
donors may have to hear 
some of the expenses
 
of delivering credit, particularly into rural areas.
 

Given the risks involved in providing credit to the SME
 
sector, the SME financial institutions require a large spread in
 
the interests at 
which they raise money and lend to SMEs. Both
 
SEDOM and MUSCCO have been given the maximum possible spread by

government. However, the government on-lending terms 
to INDEFUND
 
(7% interest per annum and eight years grace period before loan
 
repayment starts,) are a major barrier to lending for high risk
 
development projects. INDEFUND's exposure is 
the same as that of
 
SEDOM. The terms of 
loan monies from government should, there­
fore, be the same 
(3/4 of 1% interest with first repayment due in
 
50 years).
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Credit should be available at commercial rates for any
 
entrepreneur who requires it, but because development can be
 
faster in certain sectors than others credit could be used to
 
promote the desirable sectors while being withheld from over­
crowded sectors. The recommended basis for business promotion
 
through credit facilities could be to make credit available for
 
activities which are likely to generate a high rate of employ­
ment, use local materials, and set up backward and forward
 
linkages.
 

As for the services of the enterprise development organi­
zations, it is recommended that charges for their services be
 
determined by a balance between what the market can bear and what
 
the government wishes to achieve. Consequently, advice and
 
demonstration might be free, and lectures and courses might be
 
free or available on tuition payment, depending on the character
 
of the course and other circumstances.
 

With regard to RTS graduates, it is felt that they are under
 
capitalised when they start their businesses. It is there­
fore recommended that SEDOM be approached to help finance limited
 
working capital for RTS graduates, and that DEMATT provide strict
 
monitoring procedures.
 

Finally, government support is needed to secure the coopera­
tion of the two commercial banks to establish a working capital
 
facility for SEDOM and INDEFUND term-loan clients so that the
 
resources of the two SME financial institutions can be devoted to
 
SME fixed capital formation. The commercial banks are not
 
opposed to the idea of financing the working capital needs of the
 
SME sector, particularly those entrepreneurs whose start-up
 
capital needs are financed by SEDOM and INDEFUND, provided a
 
guarantee scheme can be worked out and the monitoring of the
 
projects can be undertaken by SEDOM and INDEFUND or the proposed
 
expanded and reconstituted DEMATT.
 

6.5 	 SME Institutional Support Structure for Business and
 
Technical Advisory Services
 

Often, there is a temptation to set up a myriad of institu­
tions to solve the problems created by the constraints to SME
 
development. However, too many institutions end up competing for
 
clients, rarely having their interests in mind and frequently the
 
entrepreneurs are confused as to which institution would cater to
 
their needs. Therefore, it is recommended that the existing
 
institutions remain unchanged, and that the present functions of
 
DEMATT be improved and expanded to provide a wider range of
 
business and technical advisory services to help SME entrepre­
neurs become aware of their needs and overcome their problems.
 
The proposed structure and coverage of the expanded DEMATT is
 
discussed below.
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The distribution of SME businesses extends into 
the dis­
tricts, and advisers are needed in all of the 25 districts and/or

main market centres as identified by the national physical plan.

The balance of businesses over the country is not uniform, and
 
some districts and/or main market centres may need 2 or 
3
 
advisers. These advisors should be coordinated from a regional

office with a level of autonomy that would allow it to respond to
 
the special needs of that region. Each regional office should
 
have facilities 
for providing the following services: management,

business promotion and marketing, technical advise, and training.

The three regional offices would be serviced by a national head

office with a general manager, supported by specialists in

marketing, research, training of trainers 
and technology choice.
 

Each office would need to develop its own work-plan, which
 
could be pulled together in a master institutional plan by the
 
head office. The institutional plan will develop strategies for
 
implementation, which will 
include a manpower recruitment and
 
development plan.
 

The financial implications of such a nationwide institution
 
staffed by qualified advisors are enormous. Government and
 
donorO will need to offer financial support for such an organi­
sation.
 

The functions of 
each of the positions in the restructured
 
DEMATT is described below with an indication of the type of
 
person needed to fill that role.
 

(i) District and/or Main Market Adviser
 

It is recognised that it will be difficult to 
recriit high

powered, well educated people to 
work at the district level.
 
However, it is suggested that the adviser should be diploma

level, developing their experience with in-service training.

His/her tasks will be 
to provide business assistance to
 
traders and producers, similar to that already being

provided by DEMATT, but a better developed package will need
 
to be formulated which closely matches the needs 
of the
 
rural traders and producers. The advisors can also be used
 
in long-term and continuous research work as enumerators,
 
collecting data under the instructions of the regional

office for use in developing SME promotion packages. Such
 
people need close supervision, guidance and regular on-the­
job training from the regional and head office so that they
 
can eventually take over the innovative role needed for SME
 
promotion. Until then this role will be fulfilled by 
the
 
regional office.
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(ii) Regional Office
 

The regional office will be one of three operational units
 
which will have a level of autonomy to respond to the needs
 
of that particular region. It should be managed by an
 
experienced person with a track record in management and
 
an ability to plan and develop programmcs. He/she will
 
be advised at a regional level by a team of experienced

people: a business promotion officer, who will have project
 
appraisal, planning and development skills; a marketing
 
manager who will develop marketing strategies based on
 
identified market needs and feed information back to the
 
head office for wider analysis; a technology adviser to
 
help entrepreneurs choose the most appropriate technology,
 
identify technology gaps and training needs for action by

the head office; and a regional training officer who will
 
work closely with the district advisors develop training
to 

packages based on district level needs, using case studies,
 
and provide that training him/herself in the districts.
 

The regional manager should run the activities of his/her

region according to an agreed upon work-plan with the head
 
office, which he/she should develop based on the information
 
being collected from the district advisors and analysed by

the regional office specialist. Once this work-plan has
 
been accepted by the head office, the region should be left
 
to implement it, with sufficient funds to execute the plan.

His/her other role will be to form a close liaison with
 
SEDOM and INDEFUND regional offices to provide a project
 
appraisal and planning service for them. the of
In case 

MUSCCO, the regional office could also be responsible for
 
monitoring loans which are small and not cost effectively
 
monitored from a central office. Arrangements could also be
 
made for SEDOM's mini-loans to be similarly monitored.
 

(iii) Head Office
 

The main activity of the head office will be to provide a
 
national perspective and coordinate the regional work-plans,
 
identify the resources needed to implement the plans, seek
 
the necessary funding and provide a back-up service the
to 

regions. This should be comprised of training for field
 
personnel, a marketing and research facility, and a tech­
nology choice facility. To integrate the national develop­
ment plan into the institutional plan, the general manager
 
would need to develop close links with sister organisations,
 
INDEFUND, SEDOM, MUSCCO, MEDI 
and Rural Trade School, to
 
provide the services they need in order to operate
 
efficiently.
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The training facility should have two arms, one to train the
 
district advisors and give them tool kits to help traders
 
and rural producers in basic business skills, the other to
 
train the regional trainers. Training is a specialised
 
skill, particularly when applied to the seminar or classroom
 
situation. The role of the regional training officer is to
 
identify the common training requirements, and develop
 
appropriate training packages based on case studies drawn
 
from the district with the help of the district adviser, and
 
to hold training seminars. The head office training manager
 
will be responsible for identifying the most appropriate
 
courses for the training of the district advisors and the
 
regional training officers.
 

The marketing and research facility needs to include
 
assistance with rural and urban market surveys, export
 
market potential, government tenders, manufacturers'
 
associations and the whole area of raw material procurement
 
and delivery of finished goods to markets, with particular
 
reference to transport needs.
 

The technology choice facility is only an interim measure
 
until the necessary institutions, as discussed previously,
 
can be developed to take on this role. The facility will
 
essentially identify technology needs and the institutions
 
to meet these needs.
 

(iv) Board
 

Since this institution will provide the project appraisal
 
and planning services needed by the financial intermedi­
aries, it is essential that they are represented on the
 
board. Similarly, the donor organisations should also be
 
represented. The board structure should then have the
 
general managers of MUSCCO, SEDOM and INDEFUND, the general
 
manager of INDEBANK, representatives of the two -commercial
 
banks, MEDI, RTS, the donor organisations - USAID, EEC, KFW,
 
FMO, etc., and other business connected representatives who
 
could help direct the activities of the institution.
 

The financial intermediaries, INDEFUND, SEDOM and MUSCCO
 
should be encouraged to develop their own capabilities in project
 
planning, appraisal and monitoring, calling upon DEMATT for
 
inputs on market, raw material and transport information, and to
 
provide the necessary business training needs as identified in
 
the planning stage. For small loans, SEDOM and MUSCCO could be
 
encouraged to use DEMATT's field extension staff to assist with
 
the monitoring. This will reduce the overhead cost of monitoring
 
small loans where the interest charges cannot hope to cover these
 
administration costs. For their larger loans, however, the
 
financial intermediaries should be encouraged to develop their
 
own monitoring service, as this is the most effective means of
 
feedback to build their experience in loan provision and enable
 
them to provide a better service to their customers.
 

117
 



6.6 Mobilisation of Savings and Delivery of Loans to SME's
 

The results of this study have indicated that there is a
 
strong and positive association between changes in savings and
 
changes in real interest rates. The implication of this is that
 
by making deposit rates positive in real terms, a strong
 
incentive to save can be created which should facilitate
 
mobilisation by financial institutions generally. Different
 
financial institutions have, in addition, specific problems which
 
must be addressed.
 

For credit unions, which are handicapped by a very low
 
dividend -ate, there is need to seek government permission to
 
raise the dividend rate to a level that is at least equal to the
 
savings deposit rate. Because it will be necessary to increase
 
the interest rates at which credit unions lend money to members,
 
it will be necessary to seek reform of the provisions of the
 
Co-operative Societies Act which prevent payment of dividends if
 
money is lent out at more than 10% per annum.
 

Other maasures which would encourage savings at credit
 
unions include allowing withdrawal of shares, strengthening their
 
capacity and that of MUSCCO to lend, and generally
 
improving the operational efficiency of these institutions.
 
MUSCCO has already made plans to implement all of these measures.
 
We endorse these plans as well as measures that would separate
 
the link between savings and borrowing so as to attract more
 
savers. All these would go a long way toward improving the
 
competitiveness of the credit union movement in the country.
 

Although the presence of commercial banks was evident in all
 
the cent,'es where SMEs were interviewed, their reluctance to lend
 
limits their attractiveness to savers. It is therefore
 
recommended that they should increase their lending to SMEs, if
 
not directly, then through other financial intermediaries. There
 
is also need to establish a cost-efficient network of branches
 
and agencies for the commercial banks, as well as for the New 
Building Society, whose activities at present are limited to a 
small number of urban centres. 

6.7 Provision of SME Site and Service Enterprise Centres
 

Renewed consideration of planning and building SME enter­
prise centres or industrial estates is recommended. Bearing in
 
mind the problems that have been experienced in utilising the SME
 
enterprise centres that have been built so far, we recommend a
 
change in emphasis, from industrial complexes such as the Biwi
 
Triangle in Lilongwe or the SEDOM Industrial Estate in Blantyre
 
to the provision of rural enterprise serviced plots. Such sites
 
could be selected from the centres identified by the National
 
Physical Development Plan and the Rural Growth Centres Project.
 
The sites would be made available to SME entrepreneurs to build
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their shops and factories, with a special fund to assist quali­
fied entrepreneurs build shops and factories.
 

The proposed sites, planned specifically for particular

types of businesses and taking into account the needs of the
 
entrepreneurs, can 
effectively achieve a number of development

objectives. Most important 
from a development point of view,

they induce and quicken the pace of industrialisation or growth

of particular types of businesses by helping ambitious entrepre­
neurs to acquire land with supplied utilities. Efficiency in
 
resource allocation is also achieved in several ways. First,

economies of scale are realised when a concentration of
 
industries are constructed in one place and utilities for
 
the whole area 
are put in place at the same time. Second, the
 
site and infrastructure in the surrounding environment 
may be
 
planned to meet the requirements of the entrepreneurs and their
 
markets. Third, the compositi n of the enterprises on the site
 
may be influenced by kinds of purchase policies, which promote

external economies in shared supply of labour of different types,

shared businesL and technical services, inter-business trade in
 
goods and services, etc. Besides efficiency, the location of
 
rural enterprise site and service schemes promote policy objec­
tives for development of specific regions areas,
or promotion

of improved income distribution, employment in economically

depressed areas, and exploitation of potential 
resources.
 

6.8 Government Procurement
 

Businesses in the SME 
sector would be better able to remain
 
viable in markets which do not fluctuate greatly. It is recom­
mended that government formulate a general set of policies for
 
procurement 
which would favour businesses in the SME sector.
 
This would require identification of items which could be
 
satisfactorily supplied by businesses 
in the sector and entail a
 
systematic method of purchasing, and informing small businesses
 
so that they may submit competitive tenders to supply the
 
government and local authorities with their requirements. It is
 
recommended that the set of policies be drawn up so that 
enter­
prises in the SME 
sector would have initial advantages or
 
preferential treatment. 

6.9 Contract Supply 

Procurement of government requirements of goods and services
 
from the private sector would include procurement of supplies 
on
 
contract. Additionally, small businesses 
could be greatly

assisted by means of policies 
to induce businesses in the LSE
 
sector to contract as much of 
their work to small businesses as
 
would bp economically feasible. This 
should benefit both the 
large firm which would ,ontrart. out the work and the small 
busirniss which renders the work. Promotion of a greater amount 
of contract business between firms within the private sector
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should include policies to allow and encourage sub-contracting
 
within tenders. This latter aim would be fostered through an
 
institutionalized network of information and procedure for
 
bringing the contracting parties together and assisting in the
 
formal agreements.
 

6.10 Selection of Target Groups
 

A general bias of all programmes of financial, training,
 
business and technical assistance to SMEs should be directed
 
toward assisting firms that contribute most to national product
 
and its growth, for example, in the use of locally produced
 
materials, in employment generation, in technological advance­
ment, etc. Such a bias should apply to all programmes such as
 
financial credit, tax incentives, business and technical
 
services, importation for capital expansion, internal and
 
external marketing schemes, etc.
 

6.11 Definition of Enterprises by Size
 

Anothe-r recommendation is to define the dividing line
 
between the two or three critical scales of enterprise and
 

between types of enterprises, such as formal and informal, or
 

cottage and craft enterprises. This action would not directly
 
effect the private sector, but would serve the development of
 

enterprise because it would be extremely useful for purposes of
 

research and analysis, as a basis for planning and policy
 
formulation. It is recommended that the definition be strictly
 
in terms of characteristics of the enterprises and not the
 
owners' ethnic origin or nationality. Accordingly, enterprises
 
of all types could be included in a study. Of course, any set of
 

requirements for type of enterprise and ownership may be
 
specified for policies and programmes for the beneficiaries of
 

special assistance.
 

6.12 A Role for PVOs
 

There are a number of possible roles for private voluntary
 

organisations to backstop and fill some of the gaps until the
 

most appropriate institutions can be identified and developed to
 

take on new expanded roles. Expatriate advisors/counterparts
 

with development experience could be provided from private
 

voluntary organisations. 
train their counterparts 

In 
to 

the 
fill 

interim 
the gaps 

these 
iden

people will help 
above.tified 

These gaps include: 

(a) Training:
 

The main requirement is for the training of trainers.
 

Much of the skills that need upgrading can be done in
 

Malawi if the trainerF are equipped with the necessary
 

skills themselves. The two main areas where this is
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needed is in the provision of the necessary skills for
 
business management and entrepreneurship development, and
 
the technological training required to 
advise producer

clients. This initially will be artisan up-grading courses.
 

(b) Technology/Development:
 

As stated previously, technology not
is the major constraint
 
to SME development, but a provision for technology develop­
ment needs to he made in Malawi. This will fall into four
 
main areas:
 

(i) Information on the technology choices 
that are avail­
able needs to be accumulated. This can be done by the
 
proposed Technology Centre at the Polytechnic, but
 
assistance to collect the most 
appropriate information
 
will be needed.
 

(ii) The specification of the technology required is 
an
 
essential component of the project cycle. Without it,

the most appropriate technological solution to the
 
problem cannot be determined. Such skills can be
 
developed, but only time
over and with experience.

Therefore, the best way to develop these skills is to
 
have counterpart on-the-job training, provided by 
a
 
PVO placement.
 

(iii) The information on technologies will often reflect the
 
needs of a particular requirement elsewhere which do
 
not necessarily reflect the needs Malawi.
in There­
fore, the technology will need to be adapted or
 
further developed to suit these needs, 
to suit the
 
resources and skills available in Malawi. 
 One notable
 
omission in Malawi 
is in the provision of a food
 
technology laboratory. Other areas such as the
 
development )f agricultural tools are available to
 
some extent, but would need to be developed further.
 
There is a role for PVOs here to fill a gap, and to
 
help build the institution to a level where 
it can
 
handle the work on its own.
 

(iv) Closely associated with adaptation the need for
is 

technology testing facilities, so that imported

technologies could be 
evaluated for suitability in
 
Malawi. Such institutions do exist, but they need
 
developing so that they can undertake minor modifica­
tions, or conversely specify how they should change to
 
meet the conditions in Malawi.
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(c) Institutional Support:
 

The institutions which exist need support and help in
 
developing Malawian expertise. Many of the studies done by
 
outsiders should have been done by Malawians who understand
 
their own surroundings better than exDatriate experts, if
 
only the terms of reference were dc-mystified and written in
 
an understandable way. Dat- collection is often a chore if
 
the purpose of the exercise is not explained and the
 
analysis not shared. Experience shows that these exercises
 
can easily be carried out by locals, if only some guidance
 
were available. PVOs could therefore play that role of
 
guiding and training Malawian staff.
 

Continued reliance on PVOs is not the objective, but a
 
phased input by PVOs would help to fill the institutional gaps
 
identified, and help to develop the institutions so that they can
 
grow and eventually be self-sustaining in terms of funding,
 
training and technological inputs. The PVOs should be encouraged
 
to take on the task of phasing themselves out of a job, at the
 
same time as building up their specialised inputs into the
 
Malawian institution.
 

6.13 Donor Support
 

Donors have a big role to play in the promotion and develop­
ment of the SME sector in Malawi. We recommend increased
 
financial and technical assistance for all SME development
 
institutions in Malawi so that they can effectively perform their
 
promotional roles in the development of the sector.
 

Donors are not new to the pressing issues confronting the
 
SME sector in Malawi. All the major SME development institutions
 
have been initiated with the financial and technical support of
 
donors. The continued support of donors is vital to the promo­
tional efforts being planned for the sector. The level of
 
financing requested from the donor community will be based upon
 
the projected financing gap of SME investment and associated
 
operating costs of the various institutions. If the services of
 
SEDOM and DEMATT have to be made more readily available to rural
 
communities it will entail rises in the operating costs of the
 
institutions.
 

The push by donors and government on SME development insti-­
tutions to attain financial self-sufficiency will need to be
 
reviewed in light of the development objectives placed on the SME
 
development institutions. Otherwise these institutions will be
 
forced to curtail their services in rural areas where the cost of
 
delivering the services is highest and concentrate on the more
 
developed urban areas. We recommend that the self-sufficiency
 
strategy be applied selectively. The institutions for example
 
could be required to attain financial self-sufficiency in their
 
operations in more developed and urban areas while being allowed
 
to subsidise their operations in less developed and rural areas.
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PREFACE
 

The 1986 READI survey of Small- and Medium- scale
 
Entrepreneurs (SME's) arose from a need to formulate a 
comprehensive strategy for planning and promoting the development 
of the SHE sector in Malawi. 

The importance of making a detailed study of the SHE sector
 
in Malawi rests on two'primary premises: 

(a) 	 Growth in the sector of large-scale enterprises has slowed
 
considera, ly in the past few yars and is no longer the
 
dynamic contributor it once was in the development of the
 
ec oomy 

(b) 	The SHE sector has great potential to fill the void left by 
the slower growth of the large-scale sector. 

This puts the SHE private-sector businesses in a pivotal position 

in the economic development of the Nation.
 

The most important at.tributes of the SHE sector are:
 

(a) 	job creation, with low capital investment per worker;
 

(b) 	 lower' incremental capital-output ratio; that is, higher 
growth of output with proportionately lower growth in 
investment costs; and 

(c) 	 an especially desirable socio-economic distribution of new 
ecoiomIlic growth and development in rural areas. 

The purpose of this Statistical appendix is to make 
a'ailable more of the socio-economic data which was collected 
during 'he REIADI Survey, to show how the analysts used that data, 
and to expl ore the feasibility of conducting annual sample 
surveys of SME activity. 

Chapter 1 provides an account of the survey methodology, 
data processing and costs. An account of the characterization of 
enterprises using dis.criminiant amlyzis iq presented in Chapter 
2, Chapter 5 presents resaIts of the survey on women in SHE 
development. Chapter 4 details a proposal to undertake annual 
surveys of non-farm, small-scale economic activities. 
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Chapter 1
 

STUDY AND SURVEY METHODOLOGY 

1.1 Formation of a Study Team
 

Discussions were held with all interested parties in early 
1986. Donors, government representatives, financial and other 
SHE- support instituti6ns and representative entrepreneurs were 
contacted in order to identify the needs of the sector and those 
things which currently constrain its development. 

Through careful scrutiny of information collected and 
literature relating to the sector, seven core areas for 
investigation were identified: 

(a) profiles of SMEs in Halawi 

(b) socio-economic and financial barriers to entry into the SHE 
sector
 

(c) legal barriers or constraints to entry into the sector 

(d) demand for credit in the sector
 

(e) savings and investment in the sector 

(f) demand for business and technical advisory services 

(g) the institutional framework for SHE business development 

Seven principal investigators, one for each core-study area, 
and a study team leader were engaged in mid-April, 1986. Their 
first task was to further search the literature. It was soon 
apparent that there was a real need for a more detailed national 
survey of SHE activity. 

1.2 Questionnaire Design 

One of the major obstacles to research in the SHE sector is 
that few small-scale entrepreneurs keep written records of their 
operations. It was finally decided that an in-depth questionnaire 
survey was required. 

With the proposal to survey agreed to, each principal 
invest igator drafted a statement of what information he would 
need from the. survey, how he would analyse the data gained, and 
what hi t hunght the outcomes would he. In particular, each 
produced a set of questions to be asked of the entrepreneurs, and 
a set of 'skeleton' (or 'dummy' ) tables to be compiled from the 
surv reslts. These materials formed the basis for 
ronstrurt ing a questinnaire. 

126
 



Then came the problem of combining the questions into a 
single, coherent. script for an interview. This was achieved by

sorting the questions into the following categories of
 
information about each enterprise:
 

- its type
 
- size
 
- location
 
- level of employment
 
- business operations 

- the skills and training of staff in the business
 
- attitudes to incentives and constraints
 
- personal characteristics of the entrepreneurs and 
 -

-	 details of the business premises. 

Each question was screened for relevance, ambiguity and

practicality. Questions which displayed problems in any of these
 
areas were revised or eliminated.
 

1.2.1 Preparation and Printing
 

The questionnaire was prepared and maintained using the

word-processing facilities at Chancellor College, Zomba. The
 
questions were maintained in three files: English, Chichewa and
 
Chi tumbuka. 

It was printed in two parts:
 

(a) 	A loose outer cover was printed on light-weight card. TY.o 
supervisor determined the actual business to be surveyed

with the business-person, and handed -he details, on this 
cover, to the enumerator. 

(b) 	 The main questionnaire, a more bulky document, was printed 
on 80 gram paper. This was to be completed by the enumerator 
and firmly attached inside the cover. 

1.2.2 Layout ald (7orterNi 

The Main a-tu tiornnaire comprised 28 pages labelled A], A2...
A2P and two paLg e to describe the business premises, labelled
BPI, and P2. The series Al...A28 was prepared in the following 
format : 

Left-facing page Right-facing page 

Text of
 
quPstion ,n e r coding 
 Chichewa Chitumbuka
 
Eng] ish zone zone translation translation
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The content. was arranred as follows:
 

A-pages
 

1,2 -
-

the 
the 

ownership 
amount of 

of the enterprise 
tirrie spent on the business by each 

Ownie r 
- problems encountered when star ting the business 
- details about initial capital and business advice 

3-8 - the culent st; 'te of the hlu iriess and inforniation 
to assist th( classification of the enterprise 
alorig t ie lines of the 1 nteiiat i oia] Standard 
I idust ri aI Class i f i at. ooi 1 SIC) 

9-10 - advert ising and pricing 

11-1 ,18 - employient , wages, raw materials, utilities, 
skil Is arid trainirig 

16-17,
 
19-20,24 - government incentives arid regulations
 

21-23,
 
25-26 - savings and loarms 

28 - persona] dtails were asked at. the end of the 
inte rview 

BPI , 2 - a description of t.he business premises 

The full questionnaire together with the coding-scheme 
appears in Annex 11. 

1.3 Choice of Methodology 

1. 3. 1 Samlpl ing Scheme 

The choice of survey methodology was largely dictated by 
constraints i, budget, the skills available arid, most critically, 
timing. Result.s were r'eqtuired within months rather than years and 
skills were avaiIall only from July to September, 1986. A major 
pr-ob em as that there is no expl iri t sanipliir- franc for- SMEs. 

ATI I iP'N) iSEDOM, FIPiE I and tIusirinss IIcens rig aitrtieities 

trovidid I isi Cf Ii ii,.sses known to them, but these in no way 
cover a]ll S s . An ar,.al iobat iI ity-sartle was coriside-red but. 

%a r'ei.jectet oIt tie Isis of di ffi ulty ari costs. Ihe schIeri, 

filrIlly doptf-d w I t -s-ed on a quo ta firoi eacl type of' bus iness. 

St r tt v Slinki rL t iti %a'. rit a iunta salliplir sillce the. niniber of 

(ht er, l(irs;wit Ii i (.;:I, lu.i ness type are uniknrownj . Nonet hel ess 
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the survey did make every attempt to represent all major business 
types throughout the country arid so provides considerable 
information for any futu re surveys that can afford a more
 
rigorous sampling scheme.
 

As it was not a probability sample, it was not possible to
 
est imate the rurimber and anso]aute dist 'ibut ion of business types

in the 
 country. The main objective was to invesLigate the
 
problems that face 
 SMEs and the survey did reveal unquart.ified
 
differences betweeni hsine.ss-groutps.
 

1 . 3o2erage 

The operat ional definit ion of the SHE enterprises used in
 
the REAII survey was as follows:
 

(a) 	 Fcoriomic activities irn fixed locations. 

(b) 	Acti vities involving crop and livestock production, forestry
and huntn g were excluded, even though these are pursued by 
private indigenous Malawiais as commercial businesses. 

Only busine. ,-owners were intertviewed. Non-owner managers were
 
excluded lecause of the umlraer" or quest, ions that on]y 
 owners
 
coiild answer.
 

The countrv was divided into eight non-overlapping and 
exhaust iye zones. Each zone was assigned a team of five persons:
four enrumerators and one silpervisor, with a vehicle, to cover
 
that zone. Each team was to conduct interviews wit.h SMEs in and 
around pre-determineil trading centers in their zone. The four­
week period from July 28 to August. 23, 1986 (22 working days) was 
allocated for field work. 

Trials on how long it would take 
to locate and interview a 
business unit showed that each enumerator would be able to 
compiLetc about 2 inter'views per day. With total of 32a 
enumerators, working for 20 days each, (32 x 2 x 22) 1280 was 
the estimated number of tu.inisses that, could be covered. The 
actual survey realised 1383 returns. 

1.4 	 Survey Organisat ion 

S..1 . 1 R r'u it mi t 

Entuim.rat ors we re recruit ed from the urdergraduate student 
Populationr at the University of Malawi. Their selection was

based on mock inLrterviews, wit, the students alternately posing as 
interviewers aid busiriss-lprsous. This was to assess their 
fahiliarity with, Uh hbusiness sctor', to gauge their confidence
 

129
 



in approaching business-persons, and to evaluate their skills in 
asking questions and recording answers. As not all business
 
people would understand English, enumerators were also selected
 
on the basis of thei- familiarity with the language spoken in the
 
areas to be surveyed.
 

Supervisors were selected from applicants for the positions. 
Their selection was based on their maturity, organizational 
skills and personal initiative. 

1.4.2 Training 

All field staff attended a 7-day intensive training at Bunda
 
College of Agriculture. The training concentrated on the purpose
 
of the survey, interviewing techniques, the structure of the 
qu,.stionnaire, its translations into Chichewa arid Chitumbuka, and 
admi ni strat i on. 

Training covered the following specifics:
 

- how to identify businesses and business-persons
 
- how to proceed with the introductory remarks required to 

obtain an interview
 
- the proper way of asking questions to ensure that questions
 

are posed and answers recorded in a uniform manner
 
- checking that all questions have been asked and answers
 

recorded 

The first stage of training concerned the questionnaire itself.
 
Mock interviews were conducted at Bunda College where the
 
principal investigators staged interviews with real business­
people. The enumerators and supervisors listened and recorded
 
their answers. The trainers then 'marked' each of the
 
supervisors' and enumerators' records and discussed their
 
technique, mistakes and problems with them. This procedure was
 
repeated for a variety of business-people, so that both
 
supervisors and enumerators could gain practice with the 
questionnaire, under controlled conditions.
 

The second stage of training took place at Mitundu trading 
centre and in parts of the City of Lilongwe. The supervisors had 
to locate the businesses and schedule appointments for the 
interviewers, who then had practice in following their 
supervisor's directions. 

The third stage encouraged planning and teamwork, with
 
sessions on map-rerding and scheduling. 
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1 .4 . 3 Equi pment 

Before the survey teams left for field work, each member was
 
issued an identification card. Each Supervisor was i usted with:
 

- letter of introduction to District Commissioners and Party 
officials 

- maps 

-
 listings of businesses
 

- batches of pre-numbered questionnaires 

- a supply of paper sacks 
in which to forward completed

questionnaires to the HQ in Lilongwe
 

- pens, stapler, ball of string, adhesive tape and note books 

- vehicle log-book to record petrol and oil consumption
 

- sufficient. cash to cover team-expenses
 

- blankets and first-aid kit
 

- food-containers, supply of plastic bags
 

1.4.4 Supervisors
 

The supervisors' main tasks were to arrange interviews for
their enumerators on a day-to-day basis, check their work, make 
t wi, -weekly returns of batches of questionnaires to headquarters
in I ilongwe during the period of the surveys, and keep the team 
on .s pre-determined itinerary. Businesses were not selected at

randtom. Rather, supervisors were instructed to 
use 1:sLings of

businessc.s which had been provided by SEDOM, INDEFI :D;), DEMATT and
bu.iness-licensing authorities. They were also ir-tructed to

!:elect businesses on the basis of enquiries which they would make
IocaIly. Altogether, this achieved a reasonable balanc. i, ';i.
s;,mliled business types in their zone. The listings of uuslnesses
 
1,:oved to 
be outdated and difficult to use. Crew! * i dut, to theSipervisurs who, by their initiative, 
did cover a wid.. v,,iiety of
buinessc.s in their zones.
 

At the close of each day supervisors had '_ verify that all
relevant qu,.t ions had been answered and proper entries made in 
the questionnaires. If questionr at rics were incoml ete, they made
re-aI'lointments with the entrepreneurs in order that the 
enumerators concerned could gather the missi ig information. 
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1.4.5 Enumerators 

The enunerators conducted the detailed interviews. To 
ensure consistency in the meaning of the questions (and in the 
resulting answers), enumerators were instructed to read out each 
question as it was written in the quest, ionnaire, rather than re­
phrase the quest ion in their own words. Alternative language for 
each of the quest ions was provided during training. 

Again, credit is due to the enlmerators; the standard of
 
their work was generally very good.
 

1.5 Data Processinig 

The data was procesed using the READI Project's IBM XT 
micro-cornplitu rs. dBas, III was used to create and maintain data 
files and SPSS/PC+ was used to analyse them. As with all 
surveys, the data had to go throu gl several stages, namely: 
coding, data entry, editing, assembly, transformation, tabulation 
and analysis. These stages are detailed in the sections that 
fol low. 

1.5.1 Coding 

The qmtsLiornaire was designed with computer processing in 
mind. Nonetiheless, because of the open-ended nature of many of 
the questions, each questionnaire had to undergo considerable 
manrual coding bore the data could be entered. Prior to coding 
it was necessary to develop, a coding-scheme. For the open-ended 
questions this was done by analysing a sub-sample of the 
responses to each question Lo classify responses. A team of 
coders tiher allocated numeric values to all responses according 
o the coding scheme. The coding-scheme appears together with
 

time questionnaire in Annex 11.
 

1 5.2 Data Ent ry 

Bec'ause of the size of the questionnaire, and the 
limitations imposed by the dBase software, data were entered into 
3 separate dhase files by three operators down a line of 3 IBM 
PCs. Each olpprmtor keyed-in the questionnaire-number before his 
sectioarm of the data, to enable the three files to be properly 
matchded. The data was keyed-in batch-by-batch in separate files 
with a strict file-naming convention. 
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1.5.3 Editing
 

Many forms of error are inevitable in surveys, but here we
 
were concerned with three main types, namely:
 

(a) 	 incensistency between responses given to different questions 

(b) 	coding errors
 

(c) errors in data-entry into the computers
 

'Ihre was also the addit,lonal complicat ion that the data was 
split across 3 physically separate comriputer files per baLch. 
Editing was performed batch-b.-batch, by first matching the 3
Yub,-files together for eatch batch, sorting by questionnaire 

number within each bLt.h and checking for mismatches, omissions 
anid duplicat ions. Then followed range- and consistency-checks of 
anid between tle responses to related quest ions. 

1.5.4 Data Assembly 

Data assemily is the bringing-together of the data in the 
appropriate form for analysis, given the constraints of the 
receiving software. In this case there were two major 
Croist 	raiLtS, riamely that 

(a) 	 dBase Ill can h;audle a maximum of 128 variables (answers to 
different questions) in a single file 

(b SI'SS/P'C+ can handle a maximum of 200 variables.
 

We had an excess of 300 variables, so there was need to build and
 
ma intain an irtermediate file structure, accessible to both dBase
 
ard SPSS. 

1.5.5 Transformatioon
 

Data trarsformation is the modification of the raw data, re­
coding, and the creation of new data by combining responses to 
di fl'erent qluestions. 

Every question in the questionnaire was prefixed ''. For 

example, mG is question 6 on the nmin questionnaire 

Mn "How michImoney was puL. into this business to start it ? 

New variable s were formed by combiring raw data. For example a 
vnriaille called "total labour force" was derived by adding the 
nunler of male enmplo.yees to female emlployees: 
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---------------------------------

------------- ----------------

-----------------------

m00 "How many male employees did this business have last month?"
 

m102 "How many female employees did this business have last
 
month?"
 

gives total labour force, L = m100 + m102
 

Other variables required scaling:
 

For example, where answers involved 'so much money, over so much
 
time', th- answers were converted to the equivalent amount of
 
money per year.
 

Consider question m74:
 

m74 "how much does this business
 
pay in rent for buildings ? Kwacha ...... per week
 

month
 
year
 

An entrepreneur who pays K15 per week rent, for example, would
 
pay 15x52 = K780 per year.
 

1.5.6 Tabulation and analysis
 

Tabulation is the counting and/or summation of the total
 
results of the survey into categories. For example, the
 
tabu]ation of the total labour force by the sex of the business­
owner : 

+-- Ownership -- +
 
male female
 

Labour Force -+----+---------+
 
none I
 

------------------- +--------­
1 person
 

2 persons
 

more than 2
 
+---------


This is a 2-dimensional table, rows by columns, L BY m239 (sex)
 
- Note how the categories of Labour Force must be defined
 

beforehand.
 

SPSS can produce a variety of (simple) tables. More sophisticated
 
analyses require considerable ingenuity.
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1.6 Coding of the Enterprise Groups
 

In order to code the results of the survey, business 
activities were divided into 42 categories following the 
International Standard of Industrial Classification (IS]C),
modified for Malawi according to the NSO's (National Statistical 
Offices's) specifications. For purposes of data tabulation and 
analysis, however, these categories were first reduced to 17 and
 
then further reduced to 8. Htow this was done, and how the 
categories relate is shown below starting with the 42 categories. 

Enterprise Enterprise types in each group 
Group 

I Agriculttre, forestry and fishing
2 Mining, quarrying arid rock crushing
3 Meat and poultry slaughtering, preparing, 

preserving 
4 Grain-milling 
5 Bakery 
6 Beer, wine, alcoholic drinks
 
7 Other food, beverages and tobacco 
8 Spinning, weaving, knitting
9 Carpets, rugs and baskets (fibre mats, etc.) 

10 Clothing (tailoring) 
11 Other textiles and leather 
12 Saw-milling, planning and wood milling 
13 Wood boxes, chests and cane products

14 Wood furniture, cabinets, and such carpentry 
15 Firewood, charcoal making 
16 Other wood products 
17 Paper, paper products, printing, publishing
18 Chemicals, petroleum, coal, rubber, plastic 

products 
19 Pottery
20 Brick and tiles (clay and cement) 
21 Other non-metallic products 
22 Cutlery, hand tools (blacksmiths, etc.)
23 Fabricated sheet metal products (tinsmith, etc.)

24 Transport equipment (manufacture of ox carts, 

etc .') 
25 Other fabricated metal products and machinery 

(welding, etc.) 
26 Electricity, gas and water 
27 Construction 
28 Retail and wholesale businesses 
29 Bar, restaurant, night clubs 
30 Resthouses, motels arid hotels 
31 Transport, storage and communication 
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Enterprise Enterprise types in each group 
Group 

32 
 Financing, insurance, real estate and business
 
services
 

33 	 Repair of footwear, leather goods
 
34 Repair of radios, cassette recorders, electrical 

i tens 
35 Repair of motor vehicles, motor cycles 
36 Repair of watches, clocks, jewelry 
37 	 Repair of bicycles, carts, camera, typewriter, 

ot her 
38 	 Barb,er, hair dres ser and beauty salons 
39 	 Photography aid plhoto studio 
40 	 Wood artd ivory carving, handcrafts 
41 	 Other community, personal ard s-cial services 

(shoe shine, funeral services, tc.) 
42 Activities not adequately defined elsewhere 

The 	 17 categories were derived as follows: 

Enterprise or Industrial 
Classification Enterprise types in each -group 

(a) Agriculture, mining agriculture (crops and livestock), 
forestry, fishing, mining, 
quarrying and rock crushing (groups 
1 and 2) 

(b) Grain-milling Maize mills, maize and rice hullers 
(group 2) 

(c) Other food processing 
and beverages 

Meat and poultry processing, 
confectionery, bakery, condiments, 
beer brewing, distilling and other 
foods (groups 3, 5, 6 and 7) 

(d) Clothing (tailoring) Tailoring, dressmaking and other 
clothes making (group 10)
 

(e) 	Other textiles & leather Knitting, crocheting, weaving, 
carpets, rugs and baskets (fibre 
mats,etc. ), s.hoe making, other 
textiles and leathei, (groups 8, 9, 
and 11) 

(f) 	Wood furniture, Wood furniture, cabinets, 
carpentry upholstery (group 6) 
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Enterprise or Industrial 
Classi ficat ion
 

(g) 	 Other wood products 

(h) 	 Brick-making 

() 	 Tinsmith 


(j) 	 Other manufacturing 

(k) 	 Construction 


(1) 	 Retail & wholesale 


(m) 	 Bars, restaurants and 

nightclubs 


(n) 	 Hotels, motels and 

rest-houses
 

(o) 	 Repairs 


(p) 	 Other personal services 


Enterprise types in each group 

Saw-milling, planing and wood
 
milling, wood boxes, chests, cane
 
products, firewood, charcoal, all
 
other wood products other than
 
handcrafts (groups 12, 13, 15 and
 
16)
 

Bricks of clay, cement blocks
 
(group 20)
 

Fabricated sheet metal products
 

(group 23)
 

Paper products, printing and 
publishing, chemicals, plastic
 
products, rubber, pottery,
 
blacksmith, welding, ox-carts
 
(groups 17, 18, 19, 21, 22, 24 and
 
25)
 

Building and construction (groups
 
26 and 27)
 

Wholesale and retail shops,
 
grocery, hardware dealers, general
 
merchants, direct importers and
 
exporters (group 28)
 

Bars, restaurant, nightclubs,
 
canteen (group 29)
 

(group 30)
 

Repair of footwear, leather goods,
 
radios and cassette recorders,
 
electrical items, motor vehicles,
 
motorcycles, watches, clocks,
 
bicycles, ox-carts, typewriters,
 
tires, other repairs (groups 33,
 
34, 35, 36 and 37)
 

Hair 	dressing, dry cleaning,
 
plumbing, photography, carving and
 
handcrafts, others (groups 38, 39, 
40 and 41) 
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Enterprise or Industrial Enterprise types in each group
 
C] assi ficat ion 

(q) Others 	 Transport, real estate, finance and
 
insurance and all other activities 
not adequately defined elsewhere 
(groups 31, 32 and 42) 

And the eight categories of business types were derived from 
the 17-group classification as follows: 

Enterprise or Industria] Enterprise types in each group 
C]assi ficat ion 

(i) Food processing 	 Grain-milling, other food and 
beverages, (groups (b) and 
(c)) 

(ii) 	 Clothing Clothing, other textiles &
 
leather (groups (d) and (e))
 

(iii) 	 Wood products Wood furniture, carpentry and
 
other wood products (groups
 
(f) and (g))
 

(i') Other manufacturing Brick-making, tinsmith, other 
manufacturing and construction 
(groups (h) to (k)) 

(v) Trade 	 Retail and wholesale (group
 
(1))
 

(vi) Bars, Restaurants and 	 Bars, restaurants, nightclubs
 
hotels 	 hotels, motels and rest-houses
 

(groups (m) and (n))
 

(vii) 	 Services Repairs and other personal
 
services (groups (o) and (p))
 

(viii) 	 Other Agriculture, mining and all
 
other activities not
 
adequately defined elsewhere
 
(group (a) and (q))
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---------------------------------------------------------------

1.7 Costs
 

The cost of the survey, excluding the cost of the Desk Unit
 
Study Team (K]8,445), stationery, utilities, use of the project
 
vehicle and this statistical appendi7:, was K222,216, as follows:
 

Item Sub-item Kwacha
 

Training of enumerators and supervisors
 
Accommodation 1,200
 
Food 2,000
 

Field data collection expenses
 
Lodging 6,200
 
Subsistence and mobilization allowances 10,500
 
Salaries arid bonuses 7,282
 
Vehicle and driver hire charges 26,074
 
Fuel 6,522
 
Printing of questionnaires 4,000
 
Other 1,175
 

Data Processing 12,379
 

Professional consultants
 
Fees 83,515
 
Per diem 23,952
 
Transport and travel 11,200
 
Office rent 3,200
 
Hotel, house rent and other expenses 8,196
 

Printing of report (500 copies) 4,821
 
Other 10,000
 

TOTAL K222,216
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Chapter 2
 

CHARACTERIZATION OF ENTERPRISES IN 
THE SHE SECTOR USING
 
DISCRIMINANT ANALYSIS
 

2.1 Introduction
 

Government, SHE-financing institutions, Business Advisory
Service/Technical Advisory Services (BAS/TAS) and institutions 
for training entrepreneurs need to be able to estimate future 
busi. ss success and assess credit-worthiness in order to 
formulate suitable policies and programmes to assist the business 
comnun ity. 

To this end, it is valuable to discover any differences 
between individual entrepreneurs or the profitability of various 
businesses together with the possible bases thesefor 

differences. Such information would then be in
useful 
formulating development policies and for selecting individuals
 
for business and/or technical advisory assistance. For example,

if some entrepro",eurs have used assistance 
 more successfully than 
others, future inducement or assistance could be given to 
entrepr'eneurs who display characteristics similar to those 
who have used assistance successfully in the past. Similarly, if 
some types of business have differed in the degree of inducing
developmert, the focus of Government policies and incentives 
could he placed where the greatest degree of economic development 
would result. 

This basic approach is already used when a decision-maker 
compares the characteristics of a potential businessman or credit 
applicant with those of businessmen or credit applicants whose 
success or failure is already known. However, it is only used 
intuitively, subjectively, and instinctively, relying on the 
personal experience and wisdom of the decision-maker. Instead, 
as the problems of distinguishing sub-groups among several 
mutually exclusive groups grow more complex, a more objective 
procedure for predicting outcomes is often desirable. 

Discriminant analysis is a statistical technique that may be 
successful in distinguishing among several groups, such as

"successful", "moderately successful" and "unsuccessful" 
businessmen, o," "good credit risk" and "bad credit risk". If it 
is, it may also be used to predict the potential success of new
 
businesses similar to those analysed.
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2.2 The Basis of (classical) Discriminant Analysis
 

The first step is to specify how "success" should be
 
measured. One way is to use the total 
asset value of the
 
bus i ness.
 

Let. y = total asset-value. 

We chose the following cut-off points on y to define 3 groups:
 

G: "unsuccessful" those with assets of y = R200 less
or 


G2: "moderately successful" those with assets of y = K201-12000
 

G3: successful" those with assets of y = more than K2000
 

Why y = K200 and y = K2,000 ? - we simply looked at the
 
distribution of the total 
asset values of the businesses in the
 
surtvey, and for nd that app roximately one-third had assets valued
 
at less than K2000 one-third more than K2,000 and one-third ir,
 
between. 
 The question is, are there factors that determine
 
g rou p-membe rsh i pi?
 

We had a list of 11 potential factors, which we will call
 
XI, X2 .... I1, as follows:
 

XI the extent to which the entrepreneur has business ADVantage 
X2 the amount of ABIlity he or she has 
X3 the amount of AMBition he or she has 
X-4 whether or not the entrepreneur ngages in Contract Business 
X5 the length of time the business has be ESTablished 
X6 whether the business is a partnership or not
 
X7 the capital-growth in the business since it started
 
X8 the Region in which the business is operating

X9 whether the business is situated in an Urban or Rural area
 
XI0 the age of the entrepreneur
 
XII whether the ent repreneur is a man or a woman
 

ADVantage, ABility, AMBition etc., have, of course, to be rigidly 
defined and measured. How we defined them is given in the 
sections that follow. Meanhile, we assume their definition. 

We could examine each of these factors in turn, and see how 
well each does or does not discriminate "success". But, the X's 
aref themselves irter-related. For example, in businesses started 
by th present owner, the length of time the business has been in 
e stablishment may have something to do with the age of the 
en t re pre rieu r? 

I)i-uriminanit analysis is a technique which attempts to use 
all of the X's simultaneously. Here, it finds that 
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'linear-combination' of the X's which best separates the 3 

categories of "success". 

A lirear-combination has the following formula: 

D 	 dl*Xl + d2*X2 + ... dll*XIl 

Iiscriminanr t analysis fi'ids the values of the d's, the 
multipliers for each factor, so that the three "success" 
cat egor its are 'Iu lied-as-far-apart ' as possible. The 
comibtina ion, I, then provides a discrininating index that uses 
all the X's, simwItaneously. Now that we have a single index, D 
rhthr tharn II, it is a]s e possible to set cut-off points on the 
D-inllvx ard c lassify businesess into either 61, G2, or 63 
according to their D-va]us. 'he effectiveness of the index 
carn the" be judged b eariaririg how many of the businesses it 
claissifies correctly. 'Iben, if it does perform reasonably well it 
caN be used to classify the success of new businesses of the same 
t yje. 

With three groups, two discriminatory functions are 
possbile. The first pulis tie three groups apart as far as 
,osible in ore direction and the secit d then pulls them (to a 

lesser extent ) in a direction at right angles to the first 
direct ion. 

In s;tat istical work, ue frequent ly use the standardised 
value of the X's. The Z's are variables that each have a mean of 
zer"c (0) ard a standard deviation of one (1). Here is no 
exception, for the individual (supposed) discriminatory variables 
are all (originally) lieastred in different units and 
standardising them brings each onto the same scale (approximate 
range, -2 to +2), and the )'s that are presented hereafter are 
ac'tuial ly given by, 

I) = 	 dl*Z) t d2*Z2 + ... dll*Zll 

At this stage, a few notes of caution are necessary, 
bte(aus
ae 

(a) 	 Iiscr'irminrart analysis finds the 'best' linear combination. 
Why linear ? - Simply because a linear combination is 
(-p(rhaps 7) the simpilest combination. There are a multitude 
of non-I inear crombinat ions that may perform better. 
Discrimin nt arialysis only finds the best 
l inear-corm inat ion. 

b) 	 The d's (the imultil iers, or' 'coefficients') are estimated 
from the sur\'e data, and therefore 'best-discrimirate' the 
businesses actually samled. So, when we assess how good the 
index D is, we are seeing how good D is at separating the 
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businesses surveyed. It may or may not perform as well for­
businesses that were not surveyed, or, new businesses. 

Discriminant analyses were conducted separately for each of 
the larger 8 basic business groups. The results are presented in 
section 2.4.1
 

2.3 Definitions of 	 the X-Variables used 

The definitions for 	most of the variables are self-evident, 
while some are more complex. 

The simIler ones are listed first: 

Variable Name Specification
 

X4 CB 
 Contract Business (dummy variable). 
=1 if business supplies goods or
 

services on contract,
 
=0, otherwise
 

X5 EST 	 Establishment (years). 
= number of years enterprise has been 

in operation 

XG Ml 	 = Number of owners 

X7 KG 	 Kapita] Growth 
* current replacement. 

* cost of all tools, equipment, machines
 
and buildings (excluding stocks and
 
raw materials) divided by current
 
value of initial capital (assuming an
 
annual inflation rate of 10%).
 

EST
 
* (initial capital) 	* (1.1) 

X8 REGION 	 = I , Northern 
* 2 , Central 

* 3 , Southern 

X9 UR 	 Urban/ Rural
 
= I if business is
 

located in the cities of Lilongwe,
 
Blantyre, Mzuzu or the Municipality
 
of Zomba,
 

= 0, otherwise. 

X]O AGE 	 AGE of entrepreneur (years) 
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SEX of entrepreneur.
Xll SEX 
* 1, male 
* 2, female 

follow the more 	 complex variables:Now 

Iage 

in terms of family business connections 

X1 ADV A n+t, 

ADVantage is described 
and timely assistance), political

(including encourgv(mvnLt 

wi th public authorities.
position and (ontaut 

The Al)Va qtuaiescore is constructed by this equation: 

XI = ADV = W3Oa 	 4 m30 1 , 4 m3Oc + W54. 

as fol lows:Responses were scored 

owner is a professionalm30a - award 	 1 point if the 

1 point if the owner is a Civil Servant
m30b - award 

other businesses
m3 - award I point if the 	 owner also owns 

owner of the business gets
m54 - award 	 I point if the 

or riformat ion from relatives who also
business advice 	

own 

or are civil servants or puluMic officials.businesses 

maim = 4 mii i nlln= 0
 

X2 = ABI = AB1lity 

in terms of education, skills

probably only definable
Ability is 

experience.of relevant businessand number of years 

The ABility equation is as follows: 

+ Level of EDucation.ABI = m63 + Wi;4 + m142 + ml48 


as follows:
Responses were scored 

written accounts of 
- award I point if entrepreneur keepsm63 


t he bus i ness
 

i64 - award I point if separate accounts are kept. for
 

di fferent businesses;
 

worked outside
if the entrepreneur has
ml142 - award 	 I point 

of more than nine months;Malawi for a period 
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m148 - award I point if work experience from outside Malawi 

has helped the entrepreneur in running the business; 

and 

Level of EDucation
 
- award 1 point if entrepreneur has attended school only
 

up to primary level;
 

- award 2 points if entrepreneur has some secondary 

school eduvation up to Junior Certificate level; 

- award 3 points if has gone beyond Junior Certificate 

level. 

X3 = AMB = AMBition
 

The AMBition equation is as follows:
 

+ + + + m60 + + m232 


m233 + m234 + m235.
 
AMB = m225 + m55 m56 m57 m58 m59 + m231 +
 

Responses were scored as follows:
 

m225 - award 2 points if the entrepreneur does not think about
 

leaving the business in order to start another business
 

award I point if he/she wants to buy and run an 
existing business 

subtract 1 point, if the entrepreneur thinks about
 

leaving or selling the current business in order to go
 

into farming or wage employment or other types of
 
activity other than SME
 

m55 - award I point if the entrepreneur has learnt new skills
 

m56 - award 1 point if employees have learnt new skills
 

m57 - award I point if entrepreneur has employed workers with
 
better skills
 

m58 - award 1 point if entrepreneur has bought better tools
 
or equipment.
 

m59 - award 1 point if business premises are better than at
 
the start of the enterprise
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m6O - award 1 point if the entrepreneur has improved his 
products or services 

m231 - award 1 point if the entrepreneur plans to employ more 
workers in tihe next. year 

m232 - award 1 point if the entrepreneur has plans to employ
 
more skilled workers
 

m233 - award I point. if the entrepreneur has plans to buy more 
equipment 

m23-I - award 1 point if the ontrepreneur has plans to provide 
new products or services. 

m235 - award 1 point if the entrepreneur has plans to improve
 
current products or services.
 

2.4 Discriminant Analysis : Results - Capital Assets 

We chose the following cut-off points on y to define 3
 
groups :
 

GI: "unsuccessful" those with assets of y = K200 or less 

G2: "moderately successful" those with assets of y = K201-K2000
 

G3: 'successful " those with assets of y = more than K2000 

The results of the analysis are shown in Table 12.1 below. 

Table 2.1: The Primary discriminant function D(1) 

Business type 

Discri- Other Other Retail Bare,
 
minating Grain- food-pro- Tin- manu- & whole- restaurants
 
variatles milling cessing Clothing smithing f&cturinq sale nightclubs Repairs
 

AEI 1.0* 0.7* 0.1 0.9$ -0.0 0.4 1.8* 0.2
 
ADV -0.8* 0.7* 0.1 0.5 0.2 0.1 0.4 0.6
 
AGE 0.5 
 0.4 0.2 0.2 0.9* 0.5 -0.9* -0.1 
AP18 0. * -0.3 0.7* 0.1 0.4 0.5 -0.7* 0.6 
CE 0.1 -0.4 0.4 -0.6* 0.6* -0.1 -0.4 0.2 
EST -0.2 -0.3 -0.1 0.3 -0.5 0.2 1.1* 0.3 
kG 1.2* 0.5 0.4 0.5 0.5 0.3 -9.7* 0.5
 
W.1 0.6 0.0 0.3 0.0 -0.2 -0.1 0.1 
REGION 0.2 -0.1 0.2 0.4 0.1 0.4 0.0 0.2 
SEX 0.3 -0.5 0.1 0.4 0.2 9.9* 0.1 
Ur -0,3 -0.3 -0.3 -0.4 0.3 0.2 0.7* -0.1 

5i9nifies
s a coefficient greater than 0.6 in absolute value.
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2.4.1 Some Interpretation: Capital Assets
 

Using an absolute value of 0.6 is quite arbitrary, but the
 
results in the above table seem to indicate that:
 

(a) 	 "Success" (measured by the current value of investment) of
 
businesses seems to be independent of type of ownership
 
(i.e. whether they are partnerships or sole ownership) and
 
the Regional location of the business.
 

(b) 	ADVantage appears to hinder 'success' while ABIlity,
 
AMBition and Kapital Growth seem to add to success in
 
grain-milling businesses.
 

(c) 	 In other food-processing businesses ABIlity and ADVantage
 
seem to assist in the success of such businesses.
 

(d) 	Only AMBition features strongly in the success of Clothing
 
businesses.
 

(e) 	Tinsmithing businesses seem to be affected by ABIlity and
 
Contract Business - where Contract Business seems to hinder
 
success.
 

Cf) 	 Success in other manufacturing seems to be affected by
 
Contract Business and the AGE of the entrepreneur. Both AGE
 
an,' Contract Business appear to add to success.
 

(g) 	None of the variables feature strongly in the success of
 
retail/wholesale businesses.
 

(h) 	Success in bars, restaurants and nightclubs seems to be
 
affected by ABIlity , AMBition, the number of years the
 
business has been ESTablished Kapital growth, AGE of the
 
entrepreneur, Urban location of the business arid SEX of the
 
entrepreneur. While AMBition, Kapital Growth and AGE appear
 
to hinder success ABIlity, the number of years the business
 
has been ESTablished, URban location of business and Female
 
ownership seem to contribute positively to success of bar,
 
restaurant and nightclub businesses.
 

(i) 	 In repair businesses none of the variables feature strongly
 
in the success of businesses
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2.5 	 Discriminant Analysis: Results - Employment
 

We chose the following cut-off points cn y to define 3
 

groups:
 

GI: "unsuccessful" those with y = no employee
 

those with y = 1, 2 employees
G2: 'moderately successful" 


G3: "successful" those with y 
= more than 2
 
employees
 

We then examined the discriminatory power of the same variables
 

Xi .... XlI defined above. The results are summarised in Table 2.2
 

below.
 

lable 2.2: The First Discriminant Function D(1) for Employment
 

Bysinet- type 
Dis:ri- Other Other Retail Bars,
 

min,tin-
 Grain- food-pro- Tin- manu- & whole- restaurants
 

vpr at e milling cessing Clothing s5ithina factulinq sale nightclubs Repairs
 

ABI -0.1 -0.5 0.1 
 0. 0.2 0.1 0.6 0.3
 

ADV 0.4 0.4 0.4 0.7 0.1 0.4 0.5 0.3 

AGE C 5 0.1 0.3 -0.2 0.8 -0.1 -0.0 0.2 

AIE -0.3 1.1 0.5 0.6 0.5 0.7 0.7 0.8 

CB -0.1 -0.1 0.6 -0.3 0.5 0.2 0.5 0.3 

EST -0.6 0.3 -0.2 0.4 0.0 0.2 -0.0 0.1
 

KG 0.4 0.5 0.5 -0.1 0.2 0.2 -0.3 0.0
 

HI 0.4 0.3 
 -0.1 -0.4 0.3 -0.2 -0.2 

REGION 0.7 0.4 0.5 1.1 -0.4 0.4 0.8 0.3 

SEX -0.1 -0.1 0.5 0.5 -0.2 0.6 0.0 

LI 0.5 0.2 0.1 -0.2 0.2 0.3 -0.6 0.0 

2.5.1 Some Interpretation: Creation of Employment
 

(a) 	 In general, the number of employees in the business seems to
 

be independent of the type of ownership (sole-ownership or
 

partnership) and Kapital Growth.
 

(b) 	 The length of time the business had been ESTablished seems
 

only to feature in Grain-Milling.
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(c) Contract Business seems to add employment only in the 

clothing industry. 

(d) AMBition seems to be the only factor in the other food 

processing, retail/wholesale and repairs businesses. 

(e) ADVantage plays a part only in tinsmithing. 

(f) Bars and restaurants have more employees in the URban areas. 

(g) Female ownership gives rise to more employees. 
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Chapter 3
 

WOMEN IN SME DEVELOPMENT IN MALAWI
 

3.1 Introduction
 

One of the apparently indisputable findings of the READI
 
Project survey of small and medium scale enterprises was that the
 
participation of women in the sector was negligible. This
 
finding was a general one and remained noticeable whether you
 
look at women as entrepreneurs or as employees in small- and
 
medium-scale businesses. Furthermore, while there were some
 
differences between say, urban- and rural-based enterprises, the
 
overall impression of minimal involvement of women is only
 
reinforced the more one studies the empirical data.
 

This is understandably a matter of concern for policy-makers
 
and SME-promotion institutions but in many ways should come as no
 
surprise. Before examining the question of women and small- and
 
medium-scale enterprises ini more detail some background
 
discussion of women's role in the Malawi economy is called for.
 

In a very general sense the concern with women's
 
participation in SME is only a small part of a broader effort to
 
recognize fully the central role that women play in the economy
 
and society. This heightened awareness is at least in parL a
 
result of increased consciousness about women's rights in the
 
west which has gradually extended to the "Third World". This
 
recognition has been slow in coming however.
 

In a very real sense both the daily and long-term struggles
 
of women have been "hidden from history" as one feminist writer
 
has put it. This general observation is no less true when one
 
considers studies of African SME. In a study carried out in the
 
mid 1970s by Dinwiddy1 there is no mention of women whatsoever in
 
a book that deals exoressly with the promotion of African small
 
enterprises.
 

The empirical analysis of small-scale rural industries in
 
Kenya that was undertaken by Frank Child and carried out a decade
 
ago remarked that women's roles are "sexually ascribed" and often
 
"degenerated". He noted that discrimination in employment was

"almost universal". Women were,almost entirely excluded from
 
supervisory positions in small enterprises and even where this
 

1 Dinwiddy, B. Promoting African Enterprise, Croom Helm,
 

London.
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was not the case they received lower pay for the performance of
 
supervisory or skilled tasks'.
 

The study of Zambian SME carried out by A. Beveridge and A.
 
Oberschall also revealed that out of the sample of rural
 
enterprises only 8% were female respondents2 . There is more than
 
enough evidence to suggest, therefore, that the limited
 
participation of women in 
SME is something that is common
 
throughout Eastern and Southern Africa (the 
case of West Africa
 
is of course rather different for a number of historical and
 
cultural reasons). The empirical evidence shows that
 
opportunities that women 
have enjoyed have been both somewhat
 
limited and confined largely to urban centres.
 

If one considers the discussion in the Analytical Report of

the 1977 Census 3 concerning "economic activity status" then it 
is
 
abundantly clear 
that where women can be considered as part of
 
the "working population" they are almost exclusively engaged in

subsistence farming (i.e. as "a7imi"). There are naturally

important variations, but this is nevertheless the national
 
pattern. At the time of the 
1977 census 94% of women were
"mlimi" compared with a figure of 
62% for men, only 4% of 
women
 
were wage employees compared with 31% 
of the men and while 7% of
 
the men were self-employed (the most important category from our
 
point of view) a mere 2% of working women in Malawi fell into
 
this group". Thus, from the perspective of the national profile
of women's economic activities it becomes clear why so few women
were encountered in the READI survey.
 

In looking at the variations within this overall 
pattern it
 
is evident that women are Jar 
more likely to be involved in
 
small- and medium--scale enterprises in the urban 5 
areas and they
 

1 Child; F Small-scale Industry in Kenya, U.C.L.A.,
 
California.
 

2 Beveridge, A. and 
Oberschall, 
A. African Businessmen and
 
Development in Zambia
 

3 Malawi Government, National Statistical Office, Malawi
Population Census 1977: Analytical Report, Vol. I pp. 168-170,
 
Zomba, 1984.
 

4 Ibid., Table 6.2, p.169.
 

5 Urban areas here refer to all 
towns that have installations
 
such as Police Post, a working'camp or a Post Office, in addition
 
to trading stores and markets 
as opposed to the definition used in
 
the READI survey.
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also participate in the monetary sector to differing degrees in
 
the urban areas of the different regions. If one looks at the
 
urban areas of the Southern Region (where the country's pre­
eminent commercial centre, Blantyre-Limbe, is found) one sees
 
that while 83% of men and 44% of women are wage employees there
 
is almost the same proportion of women (10%) self-employed as
 
there are men. If these figures are anything to o by the women 
in urban centres of the Southern Region are every bit as 
enterprising as men. 

If one refers to the situation in the rural areas it is
 
apparent that women's participation outside the subsistence
 
economy is far more circumscribed. In rural Malawi only 3% of
 
women are wage employees in contrast to 25% of men. In addition
 
only 2% of rural women are self-employed compared with a figure
 
of 7% for the rural menfolk. The extreme case in this regard is
 
Malawi's Central Region where 2% of rural women are wage
 
employees while a minuscule 1% of rural women are engaged in
 
self-empl,)yment of any kind.
 

A study of the relevant statistical tables on occupation and
 
industry in Volume I of the Census Analytical Report'
 
demonstrates clearly the narrow range of female economic activity
 
if any additional confirmation were needed. At the national
 
level 94% of women are engaged in occupations in agriculture,
 
forestry and related spheres as opposed to 74% for men. In the
 
rural areas this figure is still higher for women where fully 96%
 
of women are engaged in agriculture, forestry and related
 
activities.
 

A similar pattern is evident if one looks at the
 
relationship between gender and industry. At the national level
 
94% of economically active women are in agriculture, hunting,
 
forestry and fishing in contrast to 76% of the economically
 
active men. If one compares these figures with the urban
 
situation then in the latter case it can be seen that 15% of
 
males are engaged in industries in the field of agriculture,
 
hunting, forestry and fishing. This reflects a more even spread
 
of men across the spectrum of urban industry. For women the
 
percentage engaged in agriculture and related industries is still
 
somewhat high at 47% of economically active women.
 

In considering a different dimension of "advantage"
 
altogether, i.e. that of eduction, it is clear that women are
 
generally disadvantaged in contrast to the men. This is an
 
important point since the results of the survey reported in the
 
main report show that at least a moderate level of formal
 
education is a pre-requisite for successful operation of small
 
Lu.:inesses. The survey findings indicate that most (56%) of the
 

1 Ibid., Table 6.7, p. 177 and Table 6.9, p. 179. 
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sample fell into the middle-aged category, from 30 to 49 years of
 
age. If one studies the relevant statistical table for levels of
 
education attendance in the Analytical Report of the 
1977 Census
 
then there are striking differences between levels of educational
 
attendance for both sexes 
for the pertinent age-groups. Hence
 
31% of men aged 30-34 had never attended school compared with a
 
figure of 62% 
for women. If one takes an older age-group, i.e.
 
45-49 years, then it can be 
seen that 45% of men had never been
 
to school as opposed to 74% of women 
in the same age category.

Another noticeable contrast occurs at 
a higher level, thus, among

the 30-34 year age-group 8% of men had received at least
 
secondary education whereas the relevant statistic for 
women was
 
a mere 1%. One could go on cataloguing instances of ways in

which women are at a social and economic disadvantage in Malawi
 
but it might be better to make one or 
two optimistic observations
 
for the sake of balance before tackling a few methodological
 
points.
 

It should be pointed out that the problem of the non­
participation (or limited participation) of women in small
 
businesses is not necessarily a phenomenon that is ubiquitous

throughout the developing world. Indeed, the very recent study

by Liedholm and Mead 2 demonstrates quite clearly that for certain
 
selected countries (i.e. Bangladesh, Egypt, Honduras, Jamaica and
 
Thailand) female participation rates in the sector are fairly

high. Moreover, the types of activities that women are engaged

in are not, according to this study, confined to a narrow field
 
of activity. There are a significant proportion of women
 
entrepreneurs involved in manufacturing concerns. 
 As the above
 
study put it:
 

"although female proprietors tend to be concentrated in the
 
handicraft, garment and food-related industries, they 
are
 
also found with some frequenc in the furniture and non­
metallic mineral industries."
 

I Ibid. Table 5.4. p.131)
 

2 Liedholm, C. and Mead, D., Small-scale Enterprise in
 
Developing Countries: A Review of the Evidence, M.S.U., Michigan,
 
1986.
 

3 Ibid.
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More general studies of women's roles' hive indicated that
 
some of the assumptions regarding the "traditional" roles of
 
women, fertility, economic activity etc. are mistaken in many
 
respects. This is particularly true of those assumptions that
 
suggest that such "traditional" roles pose insuperable obstacles
 
for the aspiring woman entrepreneur. It is particularly
 
important to note that in the case of a country like Malc%"i,
 
there is an emphasis on increasing women's participation in all
 
economic sectors while-at the same time there is emphasis on
 
respect for the aforementioned "traditional" roles. Hence, the
 
general finding that participation of women in the "modern"
 
sector is not incompatible with child-bearing, child-raising etc.
 
is an important one from Malawi's standpoint, suggesting
 
considerable scope for increased levels of female participation
 
in the SME sector.
 

Before proceeding with the analysis proper it is perhaps
 
appropriate at this juncture to comment on a number of
 
methodological issues and difficulties that arise out of any
 
attempt to evaluate the place of women in the SME sector.
 

3.2 Methodological Comments
 

One of the difficulties associated with the measurement and
 
assessment of the contribution of women to the SME sector has to
 
do with the methodological approach adopted by the READI Project
 
survey study team. While there are many advantages of a national
 
sample survey of small businesses there are also problems in that
 
women are 
involved in many small enterprises that are
 

concentrated in markets in urban centres, for example, those
 
which do not operate from conspicuous premises, e.g. beer
 
brewers. It is therefore unlikely that the survey was able to
 
authentically capture both the extent and scope of women's all
 
business activities.
 

Another difficulty relates to the fact that many of the
 
small-scale activities that women become involved in are not only
 
difficult to enumerate but are also activities that are illegal
 
or frowned upon (e.g. kachasu distilling). A very competent
 
study of the economic activities pursued by migrant women in
 

Kampala, Uganda 2 shows clearly that women seek to generate income
 
through prostitution, distillation of alcoholic beverages and
 
other pursuits that are illicit or socially disapproved. Quite
 

1 Anker, R. et. al. (ed), Women's Roles and Population Trends 

in the Third World, Croom Helm, London
 

2 Obbo, C., African Women: Their Struggle for Economic 

Independence, Zed Press, London.
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clearly such activities of an "informal" kind did not find their
 
way into the READI Project survey of small and medium scale
 
enterprises in spite of the fact that anecdotal evidence suggests
 
that they are no less common place in malawi than they are in
 
Uganda or elsewhere in the region.
 

The fact that only 7% of the sample (or 91 entrepreneurs out
 
of 1383) were women also creates its own difficulties as far as
 
analysis is concerned. If there is a significant rate of no­
response for a given question in the survey this renders
 
interpretation very difficult. Above all, any generalizations on
 
the basis of such modest numbers has to be very cautious and
 
circumspect. Nevertheless, it is essential to try and offer at
 
least some interpretation of the data on women while
 
acknowledging the difficulties that have been pointed out
 
regarding their adequacy.
 

What follows is an attempt to report on the "profile" of
 
female small- and medium-scale Malawian entrepreneurs as this
"profile" is 
revealed through the data while paying particular
 
attention to such aspects of female-run enterprises that relate
 
to business performance, types of economic activity, personal
 
characteristics of the women in the sample. Women entrepreneurs

will be looked at as women entrepreneurs both in comparison to
 
men and in their own right.
 

3.3 Performance of Female-run Enterprises
 

One of the problems which emerged in looking at the data
 
pertaining to business performance was the high rate of non­
responses on questions relating to normal levels of monthly
 
turnover. For males in the sample this rate was of the order of
 
a quarter while for women it was in the region of a third. This
 
has a more deleterious effect on our understanding of the showing
 
of women entrepreneurs as a consequence of the far lower number
 
of cases encountered in the survey. Nevertheless we will
 
endeavour to look at some comparative issues.
 

In the main report of this study it was stated in the
 
limited discussion of women entrepreneurs that there was every
 
reason to suppose that businesses operated by women were "growing
 
in a healthy fashion" (p. 54). It was pointed out that 27% of
 
women were running businesses that turned over more than K1,000
 
in a normal month compared to 21% for the sample as a whole.
 
Because of the low number of cases this assertion should perhaps
 
be qualified a little. While we can say that approximately a
 
fifth of enterprises run by men normally turned over K1,000 or
 
more in a month slightly over a quarter of the businesses run by
 
women were doing as well as this. If we look at some of these
 
issues a little more closely then a number of observations can be
 
made which serve to reinforce our impression of the satisfactory
 
performance of businesses run by women.
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Among those businesses run by men that were able to comment
 
on their turnover it is evident that slightly less than a tenth
 
of these firms normally make K3,OO0 or more in a month. Among
 
the businesses o-,ned or managed by women this figure is a fifth.
 
It is really impossible to speculate on this latter fact, though,
 
without some further interviewing of women concerned. More
 
intensive study might possibly yield the determinants of their
 
apparent success. The main reason why these findings are
 
somewhat inconclusive lies in the fact that a higher proportion
 
of women are also found to be participating in very small
 
concerns when compareo with the male businessmen. The data show
 
that almost a fifth of men are running firms with a normal 
monthly turnover of K50 or less. The corresponding statistic for
 
the very small firms run by women is in the region of a quarter.
 

However, it still appears to be the case that the greatest
 
number of both male and female entrepreneurs fall into the same
 
category as far as normal levels of monthly turnover are
 
concerned. Approximately three out of ten of the businesses run
 
by men turn over K201-1,OO0 in a normal month. The relevant
 
figure for female-owned enterprises is pretty much the same (i.e.
 
roughly between a quarter and a third of all female-run
 
enterprises).
 

The discussion on women in the main report of this study
 
(p.55) argued that the way in which entrepreneurs were
 
distributed among differeit age-categories was similar for both
 
males and females. It we.s argued that the domestic or
 
"traditional" roles of women need not necessarily be thought of
 
as a constraint on participation for women in particular age

groupings. If one looks at the information which came from those
 
people who could report on their normal monthly turnover then
 
some differences are apparent.
 

It could be argued that the younger female entrepreneurs

(i.e. those who are younger than 35 years of age) tend not to
 
fare as well as male entrepreneurs of comparable age. For the
 
women in this "youthful" age range a third turn over K50 or less
 
in a normal month. For the male entrepreneurs this figure is a
 
fifth. In general, then, the differences between the performance
 
of enterprises run by men and women does not appear to depend on
 
the age of entrepreneurs.
 

Nevertheless, there are some interesting results when one
 
considers levels of turnover among women entrepreneurs in given
 
age-brackets. For example, out of those women entrepreneurs aged

between 30 and 34 years almost a half operate businesses that
 
have a normal monthly turnover of K50 or less. Within the same
 
age cohort slightly more than a tenth of the women are running

businesses that usually 
turn over K3,000 or more in a month. But
 
if one studies those women in the 35-39 year age-group then there
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is a dramatic shift. Within this age-group a little over a tenth
 
of the women run businesses that have a normal monthly turnover
 
of K50 or less. At 
the other end of the scale over a third of
 
the women in this age-group are operating enterprises that
 
normally turn over more 
than K3,000 a month. Furthermore, out of
 
all those female-run enterprises in the high turnover category
 
(i.e. K3,000 monthly) fully a half are owned by women between the
 
ages of 35 and 39 years. There is nothing like such a sudden
 
transformation of fortunes for the 
businessmen in their 30's.
 

It is not ar easy tas to discern the reasons for this
 
pattern b ,t one ca,- at ary rate try. One possible a\enue of 
explanatior, could have sorrethinc to do with problems that women
 
encounter in terns of establishing or running their businesses,
 
especially in securing the capital which is a necessary pre­
requisite for investing 
time and energy in business activity. It
 
is possible that the shift in fo'tunes that women seem to 
experience in moving intc the older age group may be 
related to
 
changes in the life-cycle and the opportunities that could be
 
presented to those women who can to some extent free themselves 
of domestic and familial obligations etc. If this is a feasible
 
scenario then one manifestaticn of it could be changes in the 
amount of tine that women devote to entrepreneurial activity for 
the pertinent age-groups.
 

It seems that the data does offer at least some partial
 
corroboration of this speculation. It was noted 
in the main
 
report of this study, (p.55) that the ccnrritment to business of
 
the women entrepreneurs (assessed in 
terms of amount of work-time 
devoted to business activity) was as great if not greater than 
that of the businessmen. We have also pointed out already that 
the spread of fenale entrepreneurs across the various age-ranges 
is not dissimilar to that for the males. 

Nevertheless, what one should be looking at perhaps is how
 
much time women within different age bands devote to their
 
businesses. Here some differences are certainly evident.
 
Overall it is the case that over 
8 out of 10 of the businesswomen 
spend all their time running their firms. However, if one looks 
at the 30-34 year age-grouping, in which were found rather fewer
successful" 
female-run enterprises, then 
one nctes that about 6
 

out of 10 women devote all 
their work-time to their businesses.
 
If one studies the 35-39 year age-bracket, where half of the very

'successful" concerns 
were found (i.e. those with 
a normal
 
monthly turnover exceeding K3,000) then it can be noted that with
 
a single exception, all 
Of the women spend all of their work-time
 
on their entrepreneurial pursuits. Once again there is no
 
apparent change in the amount of work-time spent on business
 
activity for the men in these age-categories.
 

Another note,'orthy point is that among the women, commitment
 
to business varies in relation to levels of 
turnover as well as
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in relation to age. Hence, for those firms that are run by women
 
and which have a normal monthly turnover in excess of K3,000,
 
they are all run by women who devote all their time to their
 
enterprises. Out of those men whose enterprises also fall into
 
this high turnover category, approximately 8 out of 10 spend all
 
their work-time on their businesses.
 

It should be evident fro much of the foregoing that there
 
could be a crucial "age-threshold" for the success of the women
 
entrepreneurs which is less important for the men. This
 
"threshold" may have something to do with the demands of women's
 
domestic roles and stages in the life-cycle though this obviously

needs further research and is a question that the present survey

data cannot answer. Another question which also perhaps warrants
 
additional investigation is whether women are any more or less
 
adept than men at consolidating their enterpr'ses and building 
thce up from an initial inJectior of capital.
 

Overall the a higher proportion of the businesswomen in the
 
sample have attended higher levels of education than the men.
 
The relevant data are set out in.the table below.
 

Table 3.1: Education Levels o4 Entrepreneurs by Gender ( )
 

Type of Business LEVCE OF EPUCATIOI
 
Never bepn to Junior Upper Total
 

school Prlrrv Secondary Secondary
 
M F FOTH f F ROTH V F BOTH M F BOTH
 

Food Processing 14 14 51. 11 17 17
16 64 62 12 11 12 100
 
Clothing 11 
 0 10 77 10 71 5 40 8 7 50 11 100
 
Wool products 6 0 6 72 100 1 15 0 15 7 0 6 100
 
Other Manufacturing 10 50 56 55 0 15 16
10 0 19 19 50 100
 
Trade a 5 8 70 64 70 13 23 
 14 8 a 8 100
 
Hotel, restaurants/bars 10 20 65 65 16 12 9 4 a
12 64 15 100
 
Repairs, services 14 33 14 67 67 67 13 0 
 13 6 0 6 100
 
All other 4 33 7 67 67 67 17 0 15 12 0 11 100
 
COLU111" TOTAL 10 12 
 10 68 5C 67 13 19 14 9 13 9 100 

It will be recalled that education was seen to be relevant
 
in as much as there were two "thresholds" of educational
 
competence to be considered. In the first place there was the
 
indispensible "lower" threshold of basic or "functional"
 
literacy. It is fair to say that those entrepreneurs who have
 
attended primary school are likely to have achieved this
 
elementary competence. Then there is the "upper" threshold to
 
success which may not be reached until well beyond secondary

school and which is a pre-requisite for operating businesses of a
 
sophisticated character.
 

In studying the amount of time that women devote to their
 
businesses it is quite clear that this varies quite a lot in
 
relation to the level of education attained. The bulk of the
 
women entrepreneurs have received a basic primary schooling as
 
have the men. Out of these women over 9 out of every 10 devote
 
all their work time to their enterprises compared to 8 out of 10
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men. If one looks at the case of 
those women who have attended

secondary school 
education beyond the Junior Certificate level

then a little over a half of 
them spend all their work time on

their business pursuits as 
compared with about two-thirds of the
 
businessmen with the same 
level of educational exposure.
 

What this might possibly reflect is an economic pattern

and/or cultural norm which prescribes or encourages full-time
 
enterprise for the 
relatively poorly-educated women but which
 
tends to discourage it for the better 
educated businesswomen.
 

One ought really to state that levels of education, the age

of business,,omen, the time they 
devote to their entrepreneurial

pursuits 
and the normal monthly turnover of their businesses are

variables which are interrelated in a problematic way and 
cannot
 
easily be disentangled. 
 There is no one variable out of these
 
that can be said to be of singular importance to the success or
 
sound performance of women's businesses. 
 One can, though, see
 
some differences between the way in 
which these factors
 
interrelate for the 
men and the women.
 

3.4 Types of Enterprise Activity and the Gender 
Issue
 

While we have to keep 
in mind the exigenc es of data
 
analysis that are a consequence of the relatively small number of

female entrepreneurs it is nevertheless notable both that women
 
entrepreneurs are differently distributed among different 
types

of enterprise activity when compared 
to the men and also that the

performance (in terms of monthly 
turnover and employment) of

male- ana 
female-run businesses do reveal some differences in the
 
wav in which different types of firms are 
doing depending on
 
whether they are owned by men or 
women. Before going into some
 
of these questions though we should concentrate first of all 
on

the different ways 
in which businessmen and businesswomen are
 
found to be involved in various enterprise types.
 

Table 3.2 below gives the distrihil-on of female and male
 
entrepreneurs contained 
in the sample. The distribution of
 

Table 3.2: Distribution of Entrepreneurs by Gender (%)
 

Type of enterprise Gender 
of entrepreneur Total
 
Female Male


Retail & wholesale trade 
 43 42 
 41
 
Services 
 3 15 15
 
Hotels, restaurants and bars 29 10 
 11

Clothing 
 12 9 9

Other manufacturing 
 2 9 
 9

Wood products 
 1 8 
 8

Food processing 
 7 5 
 5
 
Other 
 3 2 
 2
 
TOTAL 
 100 100 
 100
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enterprises owned by men is practically the same as that for the
 
sample as a whole for obvious reasons, i.e. the small number of
 
female owned enterprises contained in the total sample. Further­
more the predominance of the retail and wholesale sub-sector is
 
notable for both male- and female-run businesses. Other than the
 
retail and wholesale trade sub-sector the distribution of women
 
entrepreneurs among the other types of enterprises is markedly
 
different from that of male entrepreneurs.
 

Tt. data c-r,levels of ncrmal monthly turnover of female 
ov.,ned e,'terpr lee were rather difficult to interpret because of 
the fairl) sM3il nun bers of female entrepreneurs who were able to 
estimr.te their normal monthly turnover. However, if one looks at 
the relatively large categories of retail and wholesale trade and 
hotels, restaurants and bars a few inconclusive observations car 
bE- rac ab,ut the performance of female and male entrepreneurs. 
For the retail and wholesale sub-sector 4 out of 23 (179) female­
ruK enterprises generate less than K50.00 in a normal month 
ccpareJ to 10% of male-run enterprises in the sub-sector. if 
one e,..a,,ines enterprises with a normal monthly turnover of more 
thani }:1,000.00 there appears to be no difference between male­
and female-run enterprises in the retail and wholesale trade sub-
Sectot. 

Fc.r the category comprising hotels, restaurants and bars the 
results show that 13'k of male-run enterprises in the sub-sector 
have a normal monthly turnover of K50.00 or less compared with 
33k of female-run enterprises. At the other end of the scale 
about 20k of female-run enterprises in the sub-sector have a 
normal monthly turnover of more than KI ,000.00 compared with only 
8% of male-run enterprises. 

While it is possible to make suitable recommendations about 
the Lypes of businesses that might be most worthy of promotion 
fro , the job creation point of view the argument of Diana Hunt 
regarding the Kenyan economy should be kept in mind'. Hunt 
aroues that while the labour absorptive capacity of rural non­
farm enterprises might be quite high there is still the problem
 
that real wages are low so that the ability of the small-scale
 
enterprise sector to reduce poverty and promote economic
 
e>pansion is somewhat constrained. This argument, it seems is
 
important and should be take into account irrespective of whether 
we are looking at male- or female-owned enterprises. 

I Hunt, D. "The Limited Scope for Poverty Reduction Through
 

Non-farm Employment" in Employment, Peripheral Activities and
 
Development, University of Manchester.
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The data on female- and male-owned enterprises suggests that
 
there is no great differential in the capacity of male- and
 
female-owned businesses to create employment. Regardless of the
 
type of enterprise it is manifest that 43% of those enterprises
 
owned by men have no employees at all. The proportion of women­
owned enterprises with no employees also exceeds 40%. At the
 
other extreme 15% of female owned enterprises with employees
 
employ five or more workers compared to 14% for enterprises owned
 
by men. Overall the data suggests that the question of job
 
creation does not appear to be influenced by the sex of the owner
 
of the enterprise.
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Chapter 4
 

NATIONAL SAMPLE SURVEY OF SMALL-SCALE ECONOMIC ACTIVITIES
 

4.1 	 Background
 

With the exception of smallholder agriculture, there exists
 
very little informatio6 that can be used for effective planning
 
in the small-scale enterprise (SME) sector in Malawi and current
 
economic data on the enterprises in the sector are derived
 
largely from secondary sources.
 

The NSO has made proposals to extend its data collection
 
programme to 
include small-scale economic activities. More
 
specifically, it proposes to collect information on 
the economic
 
activities of:
 

(a) 	 small-scale enterprises (employing 5 or less);
 

(b) 	 household economic activities other than agriculture,
 
forestry, fishing and hunting; and
 

(c) 	medium-scale enterprises; which have hitherto proved
 
difficult to survey using a mailed questionnaire.
 

The kinds of economic activities at issue embrace those
 
which would usually be classified as household activities (for
 
example beer brewing, basket weaving, pottery making) and other
 
businesses such as tailoring, forging, brick-making, transport
 
and trade.
 

The data required by NSO is likely to include:
 

(a) 	 description of the establishment;
 

(b) 	 number of employees and employment costs;
 

(c) 	 capital formation;
 

(d) 	 cost of material, utilities, fuels, services, indirect
 
taxec, interest payments, transfer payments and all
 
other payments and costs involved in the production of
 
goods and services;
 

(e) 	 sales of goods and services (including renting of
 
buildings, equipment and land); and
 

(f) 	 value of stocks
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NSO is proposing to carry out the survey on the basis of
 
areal samples, making use of existing enumerators within and
 
outside the ADDs. For those cities, townships and trading
 
centres with no statistical staff on the ground, NSO is proposing
 
to employ additional enumerators.
 

4.2 The 1986 READI Survey
 

Much of the kind of information required by NSO was
 
collected in the Ministry of Trade, Industry and Tourism/USAID
 
Rural Enterprise and Agro-Business Development Institutions
 
(READI) Project survey of small-scale economic activities
 
conducted in 1986. The table below provides a cross reference
 
between NSO's information needs and READI Survey questions which
 
generated similar data:
 

NSO INFORMATIOk NEEDS 	 READI SURVEY QUESTIONS
 
INTENDED TO GENERATE
 
SIMILAR INFORMATION
 

Description of the establishment 	 Q33-41
 
(mainly to enable the classifi­
cation of paid activities by
 
economic branches in order to
 
have appropriate and comparable
 
measures concerning production,
 
income & consumption)
 

Number of employees and 	 Q100-114
 

employment costs
 

Fixed capital formation 	 Q6, Q53,
 

Cost of material, utilities, 	 Q74-77, Q119, Q121, Q125,
 
fuels, services, indirect taxes, Q166c, Q205, Q209,
 
interest payments, transfer
 
payments and all other payments
 
and costs involved in the
 
production of goods and services
 

Sales of goods and services Q66-73
 
(including renting of buildings,
 
equipment and land)
 

Value of stocks 	 078, Q80
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A new programme of surveys, hereafter to be referred to as
 
the Small- and Medium-scale Business Survey (SMBS) is proposed.
 
USAID is required to meet the cost of the new programme on a
 
reducing basis. This proposal includes technical assistance for
 
the Ministry of Trade, Industry and Tourism, through the READI
 
Project, to coordinate the surveys.
 

Given the amount of data likely to be generated by the
 
surveys, timely analysis and interpretation of the data will be
 
vitally important if subsequent surveys are to benefit from the
 
experience gained. The same technical assistance: will be
 
responsible for ensuring that the results are analysed,
 
interpreted and reported according to a predetermined schedule.
 
Computer equipment with the necessary data processing and
 
analytical software will also be required.
 

4.3 Methodological Problems
 

As is common in developing countries, one of the greatest

obstacles to the collection of information of the type proposed
 
above is the low level of business-literacy in the SME sector;
 
few entrepreneurs keep written accounts for their businesses.
 

NSO enquiries, made through questionnaires mailed to medium­
scale enterprises, have so far resulted in a very limited number
 
of questionnaires being returned and efforts to follow-up
 
entrepreneurs who did not submit a return have often proved
 
futile.
 

Nonetheless, the READI survey demonstrated that a lot of
 
valuable irformation on the small- and medium-scale sector can be
 
obtained using an enumerator-administered questionnaire, provided
 
proper care is tiken in the wording of the questions. A major

problem which limits generalization of the results of the READI
 
survey, however, was, and is, the lack of a sampling frame
 
(listing) of small- and medium-scale businesses.
 

The READI survey attempted to use listings provided by
 
business licensing authorities and institutions such as SEDOM,
 
INDEFUND, DEMATT, and MEDI. Field experience however confirmed
 
fears about the completeness and currency of the listings: not
 
only were they incomplete but many of the businesses listed had
 
relocated or no longer existed.
 

4.4 Institutional Responsibility for the New Survey Programme
 

Whilst thf proposal to survey small-scale economic
 
activities h-s been put forward by NSO for purposes of
 
supplementing and extending the information base 
for the national
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accounts and planning purposes, many other institutions in Malawi
 
require similar information and other socio-economic data which
 
is not directly relevant for national accounts.
 

It will therefore be incumbent upon the user institutions to
 
specify their information needs to ensure that their requirements
 
are met in the proposed surveys. A good example to draw on is
 
the Annual Sample Survey of Agriculture, whose results are
 
extensively used Ly the ;.Iinistry of Agriculture and other
 
minist'ries invo,, ed in rural dt.elopmeit. The information to be
 
collected is to a large extent specified by the major users of
 
the sjr~ey, the Vinistry of Agriculture, whilst Lit ISO is
 
primarily responsible for the design and execution of the
 
surveys. Similarl), the Ministry of Trade, Industry and Tourism
 
should be responsible for assembling overall user-information
 
needs in the SME sector with NSO again taking responsibility for
 
surve) design and data collection.
 

4.5 	 Pro .sed Survey Methodology 

For purposes of these surveys, the ultimate sampling unit
 
will be en individual business-person in the SME sector.
 
information will be required at District level, preferably sub­
stratifi,-,d by urban/rural.
 

An aieal design is proposed for the surveys, using census
 
enumeration areas (EAs) as primary sampling units. It is
 
proposed to conduct the surveys in two phases.
 

(i) 	Phase I surveys will be tailored to providing overall
 
numbers and sizes of enterprises and employment in the SME
 
sector and is intended to generate a sampling frame for the
 
more detailed Phase II surveys. In order for this phase to
 
provide a useful and comprehensive sampling frame for future
 
surveys, the Phase I survey would have to be conduct.­
either as a one-time census of SMEs throughout Malawi or a
 
rolling census of SMEs in sampled AEs phased over a period

of time, say two to five years.
 

Although the cost of a one-time census will appear to be
 
high, in the long run such cost will be lower in relation to
 
the cumulative cost of the rolling census. The one-time
 
census of SMEs also has the added advantage that a sampling

frame of SMEs will become available immediately after the
 
results have been compiled. On the other hand, the rolling
 
census will lead to a partial sampling frame of SMEs until
 
Phase I surveys have been completed in all EAs.
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(ii) 	The Phase II surveys would be annual surveys conducted along

similar lines to the National Sample Surveys of Agriculture
 
and would solicit more detailed information on the
 
characteristics and operations of businesses in the SHE
 
sector. These surveys would offer an opportunity for
 
detailed analysis of enterprises, characteristics,
 
operations and constraints. They will also provide data
 
necessary for analysing issues and policies impinging upon
 
the promotion and'development of the SHE sector. The Phase
 
II surveys would be probability based, subject to cost and
 
logistical constraints and, as such, would enable
 
generalizations to be sector.
made about the The Phase II
 
surveys would also provide an opportunity for assessing
 
possible seasonal variations in the SHE sector as well as
 
providing an opportunity for detailed analyses of specific
 
components of the sector such as 
the role of women in the
 
sector.
 

In order to 
capture seasonal variations, it is recommended
 
that the Phase II surveys be conducted twice yearly. Subject to
 
more detailed planning, it is proposed that 2 urban and 3 rural
 
EAs be randomly selected within each of 
the 24 districts for the
 
Phase I surveys. The sub-sampling required in the Phase II
 
surveys will be determined by cost, logistics and sampling-error
 
considerations.
 

In order to reduce interviewee fatigue, a systematic

rotation within the sample is also recommended. One proposal is
 
to replace one of the EAs in each of the urban and sub­rural 

strata for each survey. In this way the surveys will also
 
capture some seasonal variations by following the performance of
 
each 	business for at least two cycles in urban areas and three
 
cycles in rural areas.
 

4.6 	 Enumeration Procedure
 

The administrative unit for both the Phase I and Phase II
 
surveys will be the District. Accordingly, a district supervisor

will be responsible for supervision of SME census/surveys in a
 
given district and will be provided with a vehicle to facilitate
 
supervision. The number of enumerators deployed in both the
 
Phase I and Phase II census/survey of SHE will be determined by
 
cost, survey logistics, sampling-error considerations,
 
questionnaire length and sub-sample size allocated to a district.
 

In Phase I, teams will canvass every neighbourhood and
 
village in the selected EAs in search of small- and medium-scale
 
economic activities. In Phase II the same 
teams will conduct
 
more detailed interviews with a sub-sample of the businesses
 
enumerated in Phase I. The sub-sampling required in the Phase II
 
surveys will be determined by sost, logistics and sampling-error
 
considerations.
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ANNEX I
 

STATISTICAL TABLES
 

TABULATION OF DATA ON THE SHE SECTOR IN MALAWI: 
EXPLANATORY NOTES
 

In Part I of this statistical appendix, a fairly

comprehensive discussion has been given of the methodology used
 
in the READI SME survey of 1986. In addition and, perhaps, more

significantly, some detailed analyses have been presented, which
 
it was not possible to present in 
the main report, relating to
 
factors that are considered critical 
to the continued development

and promotion of the SME sector 
in Malawi. The main objective of
 
that part of this appendix was 
to afford the interested user
 
access to more 
in depth analyses of aspects of the survey data

which it was not possible to present in the main report in part

because of the technical nature of such analyses and the desire
 
to keep the main report to a manageable size. It must be
 
emphasized that the analyses presented here are 
by no means
 
exhaustive ­ the volume of data collected leaves a lot of room
 
for further analyses that can be done to suit 
a variety of uses.
 
It is for this reason that Annex II of 
this appendix was

conceived with the main objective of presenting tabulations of
 
some of the data collected in the survey for possible further
 
analysis and use by interested parties.
 

No attempt has 
been made to discuss the content of the

tables, except for brief footnotes where this is deemed
 
necessary. This 
is mainly because the tables as presented are
 
considered more or 
less complete and, hence, self-explanatory.

In addition, any attempt to discuss the tables might unduly limit

the users' perception of the scope 
and variety of interpretations

that the information can be subjected to depending upon 
user
 
objectives.
 

Purely for purposes of presentation, the tables have b-en
grouped into the following categories: barriers to SHE
 
development, investment capital, 
turnover, employment and wages,

education and training, "oans and savings and general

characteristics of 
the survey sample. It is believed that such a

categorization of 
the tables will make it easier for users to
 
identify the particular 
sets of data that may be of interest to
 
them.
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1. BARRIERS TO SME DEVELOPMENT 

TABLE 1.1.1: TYPE OF BUSINESS BY BIGGEST PROBLEM ENCOUNfERED AT START OF BUSINESS (COLUMN ) 

Problems 
encountered 

Food Clothing 
rrocessing 

Type of Business 

Wood Other Trade Hotels/ Services 
products Manufac. bars etc. 

Others 

Total 

Money 
Lack of customers 

Supply of 9oods 
Supply of equipment 

Premises/land 
Transport 
Manpoker 
Otner 
No problems 

50 
14 
6 
6 
0 
9 

0 
9 
e 

42 
21 
5 
7 
3 
0 

2 
9 

11 

65 
7 

13 
8 
0 
2 
0 
5 
0 

54 
9 

9 
11 
0 
2 

0 
4 

11 

69 

5 

3 
1 
4 
2 

1 
4 

11 

59 

16 

0 
0 
3 
0 

1 
n 
21 

42 

8 

12 
13 
4 
1 

1 
7 

12 

56 

0 

0 
11 
11 
0 

0 
11 
11 

59 

9 

5 
5 
3 
2 

1 
4 

11 

TABLE 1.1.2. TYPE OF BUSINESS BY BIGGEST PROELEM IN BUSINESS N0; (COLUMN %) 

Problems 
encounterleo 

Food Clothin9 
prpcessing 

Type of Business 

Wood Otner Trade Hotels/ Services 

product, Manufac, bars etc, 
Others 

Total 

Money 
Lack of customers 
Supply of 90oCo 

Transport 
Supply of equipment 

PrTsees/land 

Otne, 
tic Protlemc 

46 42 
9 35 

25 5 

6 0 
B 2 

0 0 
0arpo~er0 3 

0 11 
E 2 

67 
8 

13 
2 
0 
2 
2 

5 
1 

56 
19 
9 
4 
4 
0 
2 

4 
2 

57 
13 
B 
6 
0 
2 
1 

6 
7 

73 
8 
2 
0 
2 

3 
2 

9 
1 

45 
17 
9 
3 
9 

4 
3 

5 
4 

22 
22 
11 
0 

22 
0 
0 

3 
0 

55 
15 
9 
4 
3 

2 
2 
3 
6 

TABLE 1.1.3: REGION OF BUSINESS LOCATION BY BIGGEST 
PROBLEM IN BUSINESS NOW (COLUMN %) 

Problem Encountered 
NORTH 

REGION 
CENTRE SOUTH 

Total 

Money 
Lack of customers 
Supply of goods 
Transport 
Supply of equipment 
Premlises/land 
Manpower 
Other 
No Problems 

42 
14 
17 
7 
5 
3 
1 
4 
7 

59 
12 
7 
2 
3 
4 
1 
8 
4 

56 
15 
8 
2 
3 
2 
1 
7 
6 

53 
14 
10 
4 
4 
3 
1 
5 
6 
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2. INVESTMENT CAPITAL
 

1.21: J!fiiL CA'IT 
 A:n!E IYFEcir!U5I1E6
!: 101I SAf.',[
 

10 

TYPe of 8usiness les 

Food processing 

Clothing 

Wood products 

Other Manufactu-ing 

Trade 

Hotel, restaurants/bars 

Repairs, services 


TYPe of Busines 

Agriculture, mining 

Grain-milling 

Other food A beverages 

Clotning, tailoring 

Other tex. A leather 

Hood furn. & carpentry 

Other wood products 

Brick-making 

Tinsmith 

Other manufacturing 

Other industry 

Trade 


Bars, restaurants 

Hotels & rest-houses 

Repairs 


Other personal services 

Other 

TOTAL SANPLE 


Missing cases 89
 

TABLE 1.2.3: 	 REGIONAL 


had 25x had 501 had 25, had 10 had 

than less than less than more than more than 

18 300 750 
10 50 100 
8 23 78 
10 20 150 
48 135 400 
10 40 200 
5 20 50 

All other 
 111 
 300 1450 

TOTAL SA11PLE 
 14 -0 

Missing cases 89
 

TABLE 1.2.2, 	 INITIAL CAFITAL (KWACHA) BY TYPE OF 

17 CATEGORIES OF BUSINESS)
 

10% had 25% had 
 50% had 25% had 

les, than less than less than more than 


75 150 1000 150C 

870 1950 
 4500 8140 

10 39 300 500 

10 50 100 300 

7 
 39 700 4500 

7 21 
 75 200 

75 259 2350 
. 100 500 1000 

4 12 25 50 


12 50 
 500 1850 

463 750 1201 


48 135 
 400 1003 

10 31 181 438 


310 2325 7942 29000 

5 15 43 200 

3 
 21 80 250 


3100 6700 
 13200 

1 50 
 250 900 


DISTRIBUTION OF INITIAL CAPITAL BY TYPE OF BUSINESS 


10khad 25 had 

L;c_ Business lesssthn e 


N C S N C S 

Fc:*:
voressinc 1Q 77 56 23400 300 
Clc'rir- 0 21 48 14 71 80 
9cz1 ;zz;::s 0 e 8 I1 28 44 
Oter Pr_'3,tur)n 9 10 10 36 20 17 
ra:e 17 10 6CI 59 200 25C, 

rES,r6r t arS 6 10 2[ 21 2',100 
ReDiars,ser5lces 1 	5 10 10 20 20 

4750 10450 

450 1548 

250 500 

975 3000 


1003 3324 

900 7319 

200 940 


3500 11440 

3000 


BUSINESS: TOTAL SANDLE 


10% had 

more than 

5000 


14700 

2000 


1220 

99000 


500 


380 

10100 


3324 

1450 


56100 

640 


3100 


3000 


50 had 251hac 

less tha. Tcre thvi 


C S N C S 

500 80 125C, 7.75 63203250 5COC 


Sample 
size 

84 
115 
97 

115 

553 
142 

181 
27 

1294 

(FOR THE 

Sample 
size 
19 
30 
34 
103 
12 

89 
B 

7 
44 
58 
B 

553 

120 
22 

142 

39 
8 

1294 

(KWACHA) 

101 had SUr'le 
Fore than size 

N C S N C S
 

25E00 1200C 21 15 28
 
U0. 15L, 2R, 1 0 375 110074' 1240 4200 
 46 2E 43 
44 13 15: 11225E,4., 212 560 1014 28 37 32 
72 5( 2C, 254100112: 1340 1960 I C,0031 31 53 

20C 40( E0 54EIC(-, 4000 500' 14219921220C. 230 
55 200 273 135C6 c 15003000 3'0C, 15C.0c, 24 55 63 
2E 6CO 9' 50:26E 432 820 20,00 5 	 55 66 
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TABLE 1.2.4: REGIONAL DISTRIBUTION OF BUSINESSES BY
 
GENDER AND SIZE OF INITIAL INVESTMENT (ROW %)
 

Region Size of Initial Investment
 
Less than K50 K51 -1000 K1001 and over
 

Northern 41 45 14
 
Male 41 45 14
 
Female 45 45 10
 

Central 22 60 18
 
Male 22 59 19
 
Female 27 61 12
 

Southern 19 52 29
 
Male 20 52 28
 
Fenale 16 44 40
 

Total 26 53 21
 
Male 27 52 21
 
Female 26 49 25
 

TABLE 1.2.5: SOURCE OF INITIAL CAPITAL BY REGION (ROW %)
 

Region SOURCE 
Borrowed From: 

SEDOM Friends Other Savinas Other 
North 1 4 1 88 7 
Centre * 6 1 86 7 
South 2 7 2 82 7 
TOTAL 1 6 1 85 7 
* Less than 1%
 

TABLE 1.2.6: SOURCE OF INITIAL CAPITAL BY GENDER OF
 
ENTREPRENEUR AND REGION (ROW %)
 

Region SOURCE
 
Loan Savings Other
 

Male Female Male Female Male Female
 
North 4 11 93 79 3 10
 
Centre 3 8 93 69 4 23
 
South 5 28 91 60 4 12
 
TOTAL 4 18 92 67 4 15
 

TABLE 1.2.7: 	DISTRIBUTION OF BUSINESSES BY SIZE OF
 

INITIAL CAPITAL
 

Initial Investment (K) Businesses W
 
Less than 100 6
 

101 - 1,000 72
 

1,001 - 10,000 18
 

10,001 and over 4
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TABLE 1.2.8: SUMMARY OF LEVEL OF INITIAL INVESTMENT
 
BY BUSINESS TYPE (K,000)
 

Business Type 

Agriculture, mining 

Grain-milling 

Other food & beverages 

Clothing, tailoring 

Other tex. & leather 

Wood furn. & carpentry 

Other wood products 

Brick-making 

Tinsmith 

Other manufacturing 

Other industry 

Trade 

Bars, restaurants 

Hotels & rest-houses 

Repairs 

Other personal services 

Other 

TOTAL SAMPLE 


Mean Std. Dev.
 
1.3 1.5
 
6.0 5.3
 
1.3 	 5.1
 
.5 1.6
 

15.4 	 35.8
 
.2 .4
 

1.2 2.1
 
.6 .5
 
.8 4.2
 

4.1 	 12.5
 
.8 .5
 

1.8 7.8
 
2.8 25.5
 
19.7 	 31.6
 
.2 .7
 

4.4 23.9
 
17.7 31.9
 
2.2 12.4
 

TABLE 1.2.9: GROWTH RATES OF TOTAL START-UP
 
INVESTMENT IN THE SHE SECTOR, 1965-85
 

Business type Trend rate Number
 
of growth () of cases
 

Grain milling 

Other food, beverage 

Clothing,tailoring 

Other textile,leather 

Wood furniture 

Other wood products 

Brick-making 

Tinsmith 

Other manufacturing 

Other industry 

Retail/wholesale 

Bars, restaurants 

Hotels, rest-houses 

Repair services 

Other personal services 

Other businesses 

TOTAL 


P < 0.05
 
** P < 0.01 

7.7 ** 	 31 
10.9 * 	 33 
7.1 * 	 98 

31.6 	 11
 
2. 	 89
 

28.6 8
 
-19.7 6
 

9.5 * 	 43 
3.3 59
 

-87.4 6
 
5.1 * 	 526 
1.4 	 124
 

12.7 	 22
 
3.6 	 149
 
3.4 	 33
 
6.9 	 8
 
5.1 * 1246 
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TABLE 1.2.10: 
 SUMMARY OF LEVEL OF INITIAL INVESTMENT BY
 
TYPE OF BUSINESS (K,000)
 

Business type 

Food processing 

Clothing 

Wood products 

Other manufacturing 

Trade 

Hotels, ba-s, restaurants 

Services 

Other 

TOTAL SAMPLE 


Mean Std. Dev.
 
3.3 1.4
 
2.3 1.1
 
1.9 1.0
 
2.2 1.3
 
2.9 1.1
 
2.5 1.3
 
1.8 1.1
 
3.0 1.4
 
2.6 1.3
 

TABLE 1.2.11: ESTIMATED CURRENT VALUE OF TOOLS, EQUIPMENT,
 
MACHINES AND BUILDINGS BY TYPE OF BUSINESS
 

Type of Business 


Food Processing 

Clothing 

Wood products 

Other Manufacturing 

Trade 

Hotel, restaurants/bars 

Repairs, services 

All other 

TOTAL 


Less than 

K5000 


53 

85 

89 

78 

66 

64 

88 

54 

73 


K5001-

K25000 


42 

12 

8 


14 

26 

23 

8 


29 

20 


More than
 
K2500O
 

5
 
3
 
3
 
8
 
8
 
13
 
4
 
17
 
7
 

TABLE 1.2.12: 
SUMMARY OF LEVEL OF CURRENT CAPITAL INVESTMENT
 
BY TYPE OF BUSINESS (K'O00)
 

Business Type 

Agriculture, mining 

Grain-milling 

Other food & beverages 

Clothing, tailoring 

Other tex. & leather 

Wood furn. & carpentry 

Other wood rroducts 

Brick-making 

Tinsn,':th 

Other manufacturing 

Other industry 

Trade 

Bars, restaurants 

Hotels & rest-houses 

Repairs 

Other personal services 

Other 

TOTAL 


Mean Std. Dev.
 
5.9 7.5
 
13.3 9.1
 
4.1 8.1
 
3.8 9.2
 

11.6 29.2
 
2.5 7.0
 
5.8 13.8
 
1.0 1.7
 
5.9 24.5
 

11.9 25.2
 
13.9 30.2
 
9.6 21.7
 
7.4 27.5
 

36.7 44.8
 
4.3 15.4
 
17.4 78.3
 

106.9 152.8
 
9.0 28.3
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TABLE 1.2.13: REGIONAL DISTRIBUTION i. CURRENT LEVEL OF ASSETS BY TYPE OF BUSINESS
 

1!% hd 25% .1a h.d50% 25% had 10% had SaMploType of Buninuk l. than l-~b than l.. th.n wore than mor trn biz.N C 5 N C S 14 C 5 Ii C 44 C H C 
Fooa proceaeung 10 250 108 23 
 00 1000 500 500U0 00 4250 18000 18000 b320 2b0O0 22200 21 15 23
L10lhlni 
 40 24u 230 175 bO buO 440 
 1000 2000 840 3000 6000 3300 8000 1000 37 27 35
Wood product5 
 157 120 180 300 300 423 
 883 1000 1100 1150 2490 4500 32O0 5600 12100 28 33 28
Other Manufacturing 25 37 80 103 u 500 315 
 1000 2000 3000 3800 13434 5100 7800 100000 2b 25 43
Traw 3Q00 4750 3750 10000 10000 10000 33500 20000 120 182 184


13 219 300 bb 700 1000 1000 

hotel, rsturAnt joars 21 235 208 76 450 580 
 400 221b 3000 5000 13500 10000 25000 28500 bt200 20 49 53
kepairs, burvicw5 
 18 32 12 45 80 50 150 
 500 300 500 3000 2000 2800 15000 20000 51 51 b2
All other 
 . 470 . It25 U87 208017 2210 7000 158980 12750 . 45800 2 4 18TUTAL bAHPLt 
 2 1 u lOu 100 4Cu 
 500 bOO 000 2500 500 8000 10000 7384 '0000 25000 311 300 420
 
Missing caawb 80
 

TABLE 1.2.14: CURRNT VALUE OF AbbET5 BY TYPE Or but3I4Ehb: TOTAL bAMPLE (KWACHA)
 

lox had 25% had 50% had 25% had 
 10% had Salfpld

Tyue of u-inuts Ib. than I... tran lm tin 11lor,thr,morru than si-'
 
Food proceauing 
 6 400 4000 18250 20600 57
 
Clothing 150 
 300 800 2500 9000 99
 
Wood products 180 300 
 1000 202b 6000 89 
Other Manufacturing 54 150 1500 5000 10500 S6
 
Trade 
 08 600 3000 9000 20000 406
 
hotel, reotaurAnts/oars 150 303 2359 
 10000 35300 128
 
RopAiru. ervices 
 20 50 200 1875 12t00 104
 
All other 350 1075 4240 
 14250 200250 24 
 Cn

TOTAL 5AHPLF 
 61 Jon 1500 00u0 2000 1123 
 -
Mis ing cases 280
 

TABLE 1.2.15: CURRENT VALUE OF AbbETS BY TYPE OF 
bU8114EbS (KWACHA)
 

10% had 25% had 50% had 25% had 10% had sample

Typo of Buonys luw tnnl1058 thn 1-ws tnan more thon
n lmoru thun bizu
 
Agriculture, mining 
 167 975 3000 10000 18000 17
 
Grain-milling 1880 
 9500 lb000 20000 20200 25
 
Other food A beverages 
 3 150 900 4000 13200 32 
Clothing, tailoring 200 300 875 3000 9000 89 
Other tex. & leather 2 40 275 1025 77b00 10 
Wood furn. & carpentry 183 300 1000 2020 8000 81 
Other wood products 320 836 
 2254 a
 
Brick-maKing 
 25 100 300 
 7
 
Tin sith 41 75 150 500 6000 35 
Other manufacturi.ig 270 1500 3800 10000 62000 47
 
Other industry 1000 3000 4000 
 7
 
Trade 
 d8 600 3000 9000 20000 486
 
Bars, restaurants 
 149 300 1600 6406 20:30 108
 
Hotels & rout-houses 1100 
 b625 26750 88750 134500 20
 
kIpalra 20 
 50 200 1180 8400 127
 
Other personal services 14 57 450 2534 28000 37
 
Other . 1300 1800 212500 . 7 
TOTAL S& LE Sl 300 1500 6000 20000 1123
 
missing cases 2B0
 

http:manufacturi.ig


3. TUr6ICVER 

7LE.E 1.3.1: NORMAL ",THLY TURN|OVER BY TYPE OF B6U-IIES5: TCTAL SAMPLE (KWACHA) 

Ty~e of bsirness 101 had 
less than 

food Processing 50 
Clotn9 16 
Wood products 43 
Other Manufacturing 36 
7rade 50 
Hotel, rrstaurants/tars 32 
Repair&, sLvices 16 
All other 36 
TCIAL SL"m"E 30 
Nssin9 cases 348 

25% had 
Ites than 

100 
30 
70 
70 

198 
so 
3E 

110 
70 

501 had 
leis tha 

300 
78 

12a 
200 
675 
200 
75 
500 
250 

251 had 10% had 
rore than MC-e t~an 

903 2000 
200 550 
2E3 700 
600 36O0 

2000 4050 
645 1070 
203 960 

2350 3s00 
9 30'0 

Sample 
siTe 

49 
9e 
82 
84 
438 
112 
153 
21 

10?5 

TA!tE 1.3.2: EGIO'tAL DISTRIBUTXON OF OR!-4LHk34THLY TUPjOfEtB TYPE OF B.SINESS (KWACHA) 

T.; o; b.or,r eis 1t had 2!% had 501 had 251 haC 10% had Sa 1. 

fool prcessing 

CIotr, 
Wvc3 prcd.:ts 
0v,. M4-j.acturinS 

lra~e 
fictel,restairantsbar$ 
Fo;airs, ce-d ces 
A11 otrer 
TC'AL S!".IE 

P-s5'nq case 69 

N 
45 

10 
43 
32 

30 
2e 
19 

. 
20 

C 
62 

30 
44 
36 

64 
45 
30 

. 
44 

5 
20 

22 
24 
30 

66 
20 
15 
50 
30 

N 
100 

20 
66 
61 

80 
60 
32 

C 5 N C S N C 5 N C 5 
168 B 200 475 40C 340 5000 1150 840 13000 1920 
50 25 40 150 100 69 200 .415 253 520 3000 
60 70 110 130 150 200 225 500 85E 380 1000 
55 B6 200 103 300 725 500 2119 1720 3500 120 

300 200 300 90' 650 1403 2250 2C3C 4020 5500 4000 
100 73 155 26C 200 5!0 80 5!C 1040 1120 1960 
50 2t 60 Ioc 70 155 200 200 B-5 1000 1000 
73 140 10017 e50 500 . 2025 2'00 . . 3700 
100 76 171 Z 03 05On 127 JC" ieD 3500 3500 

N 
17 
40 
22 
26 

107 
22 
4E 
2 

25? 

£ 
12 
23 
33 
25 

174 
45 
46 
4 

?(4 

5 
20 
33 
27 
33 
157 

45 
55 
15 

3P9 

TABLE 1.3.3: TIME DEVOTED TO BUSINES5 BY NORMAL MONTHLY TURNOVER 
(COLUMN %) 

Normal monthly 
turnover 
Less than K100 
K100 - K1,000 
K1,001 - K3,O00 
More than K3,000 

Working 
Helf or Less 

17 
b4 
16 
13 

Time Devoted to 
More than Half 

41 
41 
11 
7 

Business 
All the 

37 
41 
13 
9 

time 

TABLE 1.3.4: NORMAL MONTHLY TURNOVER OF 
OF DEPENDENTS (ROW %) 

BUSINESSES BY NUMBER 

Number of Dependents 

Less than 6 
6 to 10 
More than 10 

Normal 
Less than 

K100 
45 
37 
22 

Monthly Turnover 
K101 to More than 
K1,O00 K1,000 

40 15 
41 22 
46 32 
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TABLE 1.3.5: 	LEVEL OF EDUCATION OF ENTREPRENEURS BY NORMAL
 
MONTHLY TURNOVER OF BUSINESS
 

Level of Normal Monthly Turnover
 
education of 
 Less K51- K101- K201- K1001- K3001
 
entrepreneur than K50 100 200 1,006 3,000 
 + 
None 	 26 
 13 14 31 11 5
 
Primary 23 14 12
19 27 6
 
Jr. Secondary 11 15 13 34 
 16 11
 
Up. Secondary 3 11 25
4 28 	 29
 

TABLE 1.3.6: REITON BY NORMAL MONTHLY TURNOVER
 
(COLUMN %)
 

krth I y Turnover North Cent re South
 
Less than K100 42 29 37
 
KIO0 - 1,000 40 44 42
 
K1,001 - 3,000 9 18 
 13
 
K3,001 + 9 9 8
 

4. EMPLOYMENT AND WAGES
 

TABLE 1.4.1: 	 SUMMARY OF NUMBER OF MALE AND FEMALE EMPLOYEES FOR 
THE MONTH PRECEDING THE SURVEY BY TYPE OF BUSINESS
 

Type of business 
 Sur 	 Mean Std. Dev.
 
M F M F M F
 

Food processing ill 
 24 1.6 0.4 1.9 0.9
 
Clothing 	 13I 1.2 2.241 0.4 1.5
 
Wood products 231 7 
 2.2 0.1 4.1 0.4
 
Other manufacturing 
 331 61 3.3 0.6 5.8 1.7
 
Trade 
 666 99 1.4 0.2 2.0 0.8
 
Hotels, bars, restaurants 321 
 296 2.2 	 2.0 4.5 2.5
 
Services 
 208 15 1.3 0.1 3.1 0.3
 
Other 
 484 48 9.9 1.0 17.7 2.9
 
TOTAL 2483 591 2.0 0.5 5.0 
 1.5
 

TABLE 1.4.2: TYPE OF BUSINESS BY TOTAL NUMBER OF EMPLOYEES
 

Type of Business 	 Number of Employees
 

Five & 
Nine One Two Three Four more 

Food Processing 30 24 18 8 9 11
 
Clothing 59 14 6 4 
 6 11
 
Wood products 36 24 13 7 7 13
 
Other Manufacturing 32 14 14 12 
 8 20
 
Trade 	 45 
 18 14 10 6 7
 
Hotel, restaurants/bars 24 14 11
8 12 31
 
Repairs, services 62 14 
 3 6 3 12
 
All other 32 5 6 4 6 47
 
TC,TAL 
 43 16 	 12 9 6 14
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TABLE 1.4.3: REGIONAL DISTRIBUTION OF URBAN AND RURAL
 
ENTERPRISES BY NUMBER OF EMPLOYEES (ROW %) 

Region Size of Labour Force 
None 1 2-4 5+ 

North: Urban 48 16 16 20 
Rural 68 10 18 5 

Central: Urban 39 19 31 11 
Rural 31 21 34 15 

South Urban 40 14 19 27 
Rural 33 17 32 18 

TABLE 1.4.4: TYPE OF BUSI4ESS EY GENDER OF EMPLOYEES (ROW %) 

Type of Business Male Female 
Food processing 82 18 
Clothing, leather products 76 24 
Wood furniture & products 97 3 
Other manufacturing 84 16 
Trade 87 13 
Hotels, restaurants, bars 52 48 
Repairs, services 93 7 
All other 91 9 

TABLE 1.4.5: DISTRIBUTION OF EMPLOYEES BY GENDER AND
 
TYPE OF BUSINESS (COLUMN %)
 

Type of Business Male Female
 
Food Processing 5 4
 
Clothing, leather products 5 7
 
Wood furniture, wood products 9 1
 
Other Manufacturing 13 10
 
Trade 27 17
 
Hotel, restaurants, bars 13 50
 
Repairs, services 8 3
 
All other 20 8
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TABLE 1.4.6: SUMMARY OF LEVEL OF CASH WAGE BILL FOR THE
 
MONTH PRECEDING THE SURVEY BY TYPE OF 
BUSINESS
 

Type of business 
 Mean Std. Dev.
 
Food processing 
 40 59.8
 
Clothing 
 80 187.3
 
Wood products 
 85 160.3
 
Other manufacturing 
 200 469.8
 
Trade 
 59 260.5
 
Hotels, bars, restaurants 
 92 228.8
 
Services 
 63 174.9
 
Other 
 342 826.9
 
TOTAL 
 91 305.8
 

TABLE 1.4.7: SUMMARY OF LEVEL OF WAGES-IN-KIND (FREE

FOOD & HOUSING) BILL FOR THE MONTH
 

PRECEDING THE 
SURVEY BY TYPE OF BUSINESS
 

Tye of business 
 Mean Std. Dev.
 
Food processing 
 15.3 27.0
 
Clothing 
 8.5 23.1
 
Wood products 
 16.2 77.6
 
Other manufacturing 
 15.2 67.7
 
Trade 
 12.8 64. 7
 
Hotels, bars, restaurants 
 46.0 88.3

Services 
 8.7 37.2
 
Other 
 11.2 27.6
 
Total 
 16.8 62.7
 

TABLE 1.4.8: NUMBER OF DEPENDENTS BY SIZE OF LABOUR
 
FORCE (ROW %) 

Number of Size of Labour Force 
Dependents None 1 2 3 4 5 or more 
Less than 6 
6 to 10 
More than 10 

55 
41 
32 

15 
18 
13 

10 
11 
13 

6 
8 

12 

6 
6 
9 

8 
16 
21 

TABLE 1.4.9: DISTRIBUTION OF EMPLOYEES BY 
LOCATION
 
OF ENTERPRISES BY REGION (ROW %)
 

Region Location ofnnterprise
 
Urban* Rural*
 

Nrth 13 87
 
C. '.re 15 
 85
 
South 
 29 71
 

Urban is 
defined as the cities of Blantyre,
 
Lilongwe and Mzuzu. 
 The rest is rural.
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TABLE 1.4.10: DISTRIBUTION OF EMPLOYEES OF ENTERPRISES LOCATED 
IN URBAN AND RURAL AREAS BY REGION (ROW %) 

Location f Reqion
 
Enterprise North Centre South
 
Urban 8 20 72
 
Rural 15 33 52
 

Urban is defined as the cities of Blantyre, Lilongwe
 

and Mzuzu. The rest is rural.
 

TABLE 1.4.11: 	 DISTRIBUTICN OF MALE AND FEMALE OWNED BUSINESSES
 
WITHIN REGIONS BY NUMBER OF EMPLOYEES (ROW %)
 

Regopn Number of Employees 
None 1 2-4 5+ 

Nor t E6 11 17 6 
Male Owned Businesses 66 11 17 6 
Ferae Owned Businesses 73 16 11 

Cen re 32 20 34 14 
Male Owned Businesses 32 20 33 14 
Female Owned Businesses 33 21 37 8 

South 34 17 29 20 
Male Owned Businesses 34 17 28 20 
Female OwneJ Businesses 31 16 31 21 

5. EDUCATION 	AND TRAINING
 

TAEL 1.5.1 	 TYP OF BUSIIIES5 EY LEVEL OF EDUCAT'OIJ OF MA E (H) AWJ[,FEHALE (F) 
EINTREPREINEU5 (ROVi%) 

' ype of Business LEVEL OF EKOATIOI 
Never been to Junior Upper 

shpo7 Primary Secondary Secondary 

M_ F BOTH H F BOTH A F BITH H F BOTH 

Fooc Frocessin: 14 16 14 64 50 62 11 17 12 11 17 12 

Clotm'ry 11 0 10 77 10 71 5 40 8 7 50 11 
booj prooucts 6 0 b 72 100 73 15 0 15 7 0 6 

Otne' manufacturing 10 50 10 56 0 55 19 0 19 15 50 16 
1rait 8 5 8 70 64 70 13 23 14 e B 8 

HoteI, resta. rants/brs 10 20 12 65 64 65 16 12 15 9 4 B 
Reraire, services 14 33 14 67 67 67 13 0 13 6 0 6 

All other 4 33 7 67 67 67 17 0 15 12 0 11 
70T AL 10 12 10 6e 55 67 13 19 14 9 1? 9 

TABLE 1.5.2: 	 LEVEL OF EDUCATION OF ENTREPRENEURS BY YEAR
 
BUSINESS STARTED (row %)
 

Le.'el of Year Fusiness Started 
Edbcatio," 85-86 81-84 76-80 66-75 Before 1966 
None 23 16 19 29 13 
Primary 21 28 18 21 12 
Jr. Secondary 26 35 23 13 3 
Up. Secondary 44 2E 18 8 2 
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TABLE 1.5.3: PERCENTAGE OF ENTREPRENEURS TRAINED IN BUSINESS
 
BY EDUCATION LEVEL OF ENTREPRENEUR
 

Level of Education Percentaqe of entrepreneurs
 
of Entrepreneurs Trained in Not Trained in
 

Business Business
 
None 14 86
 
Primary 20 80
 
Jr. Secondary 27 73
 
Up. Secondary 30 70
 

TABLE 1.5.4: 	TIME DEVOTED TO BUSINESS BY LEVEL OF EDUCATION
 
OF ENTREPRENEURS
 

Level of Work Time Spent on Business
 
education of Less than Half or All the
 
entrepreneur half more time
 
None 5 9 86
 
Primary 7 11 82
 
Jr. Secondary 6 13 81
 
Up. Secondary 20 14 66
 

TABLE 1.5.5: 	 ENTREPRENEURS TRAINED AND NOT TRAINED IN
 
BUSINESS BY TYPE OF BUSINESS (ROW %)
 

Type of business Percentage of entrepreneurs
 
Trained Not Trained
 

Food processing 6 94
 
Clothing 43 57
 
Wood products 35 65
 
Other manufacturing 35 65
 
Trade 11 89
 
Restaurants,bars,etc. 9 91
 
Services 35 65
 
Other 22 78
 

6. LOANS AND SAVINGS
 

TABLE 1.6. 1: REASON 	 FOR SELECTING INSTITUTION1 OF LOAll APPLICATION BY INSTITUTIO (ROW ) 

Institution 	 Reason For Applving From Institution
 
Advised Loan Funds Easy Proximity Only Inst. Other 

Available Procedures of Instit, Known 
SEDOH 27 7 2 2 3C 26 
IDEFUIID 12 32 B 0 20 28 
ComBank/NatBank 0 15 15 5 15 50 
Credit Urion/MUSCCO 20 0 0 0 40 40 
flew Euildins Society 0 0 17 0 17 B6 
Trader 0 0 14 14 14 57 
Other 7 4 2 11 31 45 
TOTAL 17 9 5 4 30 35 
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TABLE 1.6.2: 	REGIONAL DISTRIBUTION OF ENTREPRENEURS WHO
 
HAD APPLIED FOR LOANS IN THE PAST TWO YEARS
 
BY INSTITUTION OF APPLICATION (ROW %)
 

Institution 


SEDOM 

INDEFUND 

ComBank/NatBank 

Credit Union/MUSCCO 

New Building Society 

Trader 

Other 

TOTAL 


Region 
North Centre South 

27 21 52 
20 28 52 
19 29 52 
80 0 20 
33 50 17 
0 86 14 
29 31 40 
26 27 47 

TABLE 1.6.3: INSTITUTION OF LOAN APPLICATION BY REGION
 
(COLUMN%)
 

Institution 


SEDOM 

INDEFUND 

ComBank/NatBank 

Credit Union/MUSCCO 

New Building Society 

Trader 

Other 


Reaion Total 
North Centre South 

50 38 55 49 
9 12 13 12 
7 10 11 10 
7 0 1 2 
4 5 1 3 
0 11 1 3 
23 24 18 21 

TABLE 1.6.4: VALUE OF LOAN APPLICATIONS BY 
LOAN APPLICATION (ROW %) 

INSTITUTION OF 

Institution Value of Loan Applied For 

Less than K5001 to More than 

SEDOM 

INDEFUND 

ComBank/NatBank 

Credit Union/MUSCCO 

New Building Society 

Trader 

Other 


TOTAL 


K5000 K25000 K25,000 

72 26 2 
12 24 64 
52 48 0 
100 0 0 
83 0 17 
100 0 0 
76 15 9 

65 24 11 
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TABLE 1.6.5: 	 VALUE OF LOAN APPLICATIONS BY MALE AND FEMALE
 
ENTREPRENEURS BY REGION (ROW %)
 

Value of ioan applied Region
 
for by gender of applicant North Central Southern
 

LesF 	than K5000
 
Male 31 31 38
 
Female 12 23 65
 

K5001 to K25000
 
Male 28 20 52
 
Female 33 33 33
 

More 	than K25000
 
Male 13 26 61
 
Female 0 0 0
 

TOTAL 	 27 27 46
 

TABLE 1.6.6: 	DISTRIBUTION OF VALUE OF LOAN APPLICATIONS BY
 
MALE AND FEMALE ENTREPRENEURS WITHIN REGIONS
 
(COLUMN %)
 

Value of loan applied Reaion Total
 
for by gender of applicant North Central Southern
 

Less 	than K5000
 
male 70 71 55 64
 
Female 67 80 92 85
 

K5001 to K25000
 
Male 25 17 28 24
 
Female 33 20 8 15
 

More 	than K25000
 
Male 5 12 17 12
 
Female 0 0 0 0
 

TABLE 1.6.7: MODE OF SAVINGS BY REGION (COLUMN %) 

Mode of Saving Northern Central Southern Total 

Commercial Banks 
Post Office 
Hiding/Hoarding 
New Building Society 
Credit Unions 
Other 

41 
27 
20 
3 
2 
7 

57 
20 
14 
3 
0 
7 

61 
15 
12 
3 
0 
9 

54 
20 
15 
3 
1 
7 
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TABLE 1.6.8: REASONS FOR SAVING WITH INSTITUTION BY SAVINGS INSTITUTION
 

(COLUMN %) 

Reason for saving Savings institution 
with institution Post Comm. Building Credit Other Total 

office banks society unions 

Easy withdraw procedures 24 16 28 0 36 22 
Proximity to institution 31 14 3 0 2 15 
Trust/security 9 15 11 0 5 11 
Higher interest rate 3 10 11 0 2 7 
Leverage for loan 2 3 18 83 4 4 
Only institution known 7 6 0 0 1 5 
Other 24 36 29 17 50 3E 

7. GENERAL CHARACTERISTICS OF THE SURVEY SAMPLE
 

TABLE 1.7.1: REGIONAL DISTRIBUTION OF BUSINESSES BY
 
REGION OF ORIGIN OF ENTREPRENEURS (COLUMN %)
 

Region of Region of Business Location 
Origin 

North Centre South 
North 76 8 4 
Centre 10 71 7
 
South 14 21 89
 

TABLE 1.7.2: 	 REGIONAL DISTRIBUTION OF ENTREPRENEURS BY
 
AGE (ROW %)
 

Age North Centre South
 
Less than 25 35 22 43
 
25-29 29 32 39
 
30-34 30 36 34
 
35-39 21 39 40
 
40-44 27 32 41
 
45-49 24 32 44
 
50-54 27 31 42
 
55 & over 30 26 44
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TABLE 1,7.3: 	 TYPE OF OWNERSHIP OF BUSINESS BY TYPE OF BUSINESS
 

Business Type Number of Number of Proportion of
 
Sole-owners Partnerships Partnerships(%)
 

Agriculture, mining 18 1 6
 
Grain-milling 32 2 6
 
Other food & beverages 35 1 3
 
Clothing, tailoring 107 4 4
 
Other tex. & leather 10 3 30
 
Wood furn. & carpentry 98 3 3
 
Other wood products 9 1 11
 
Brick-making 7 0 -

Tinsmith 42 3 7
 
Other manufacturing 52 8 15
 
Other industry 9 0 -

Trade 566 9 2
 
Bars, restaurants 124 6 5
 
Hotels & rest-houses 24 0 -

Repairs 154 4 
 3
 
Other personal services 40 3 8
 
Other 8 0 -

TOTAL 1.335 48 4
 

TABLE 1.7.4: 	 TYPE OF BUSINESS BY FUTURE PLANS FOR IMPPOVEMENT IN THE
 
NEXT YEAR (%)
 

Type of Business 	 Percentage of Businesses With Plans to:
 

Employ Employ Buy Provide Improve 
more more more new products 

workers skilled equipment products/ service 
workers services 

Food Processing 21 20 57 60 83 
Clothing 34 34 66 69 85 
Wood products 50 48 79 84 90 
Other Manufacturing 50 47 85 81 83 
Trade 19 18 55 82 84 
Hotel, restaurants/bars 48 43 84 75 92 
Repairs, services 35 31 75 66 92 
All other 55 44 77 78 89 
TOTAL 31 29 67 76 87 
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TABLE 1.7.5: FACTORS TAKEN INTO CONSIDERATION WHEN SETTING PRICES BY TYPE OF BUSINESS 

Type of Business Percentage of Entrepreneurs Who Consider What: 
Customers Suppliers Govt. regu- Other busi- Sample 

can Pay charge lations say nesses charge size 

Food processing 53 69 78 48 69 
124Clothing 63 804 42 56 


Wood products 62 98* 57 56 110
 

Other manufacturing 56 92, 62 56 120
 

42 86 94 37 576
Trade 

Hotels, bars, restaurants 57 82 694 56 
 154
 

49 203
Services 62 871 48 

Other 59 63 65 58 27 

TOTAL 52 85 73* 47 1363 

TABLE 1.7.6: PERCENTAGE OF ENTREPRENEURS WHC, SOUGHT ADVICE BEFORE STARTING 

BUSINESS BY TYTPE OF BUSINESS ( ) 

Type cf BJress Business Advice Souoht 
Business 

Financial Training Management Other Non'! 

Food processing 5 0 15 7 7S 

Clothing 
Wood products 

1 
3 

1 
1 

16 
13 

3 
4 

79 
79 

C'her manufacturing 5 5 25 6 59 

T ade 5 1 18 2 7 

HKtels, bars, restaurants 3 1 20 1 75 

Services 1 4 16 6 73 

Other 8 8 22 6 56 

TOTAL 4 2 18 3 73 

TABLE 1.7.7: BENEFITS OF WORKING ABROAD TO BUSINESS 

Benefits of Migration Cases %
 

Initial capital 120 51
 

Business experience 43 18
 

Trade/vocational training 21 9
 

On-the-job experience 20 13
 

Business ideas 11 5 

Academic/professional training 10 4 

TOTAL 235 100
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TABLE 1.7.8: 	 AVAILABILITY AND BUSINESS USE OF ELECIRICITY BY
 
TYPE OF BUSINESS (%)
 

Type of business Electricity Businesses Using
 
Available El ctricity
 

Food processing 	 44 24
 
Clothing 	 62 23
 
Wood products 	 39 5
 
Other manufacturing 	 63 37
 
Trade 	 45 25
 
Hotels, bars, 	restaurants 60 38
 
Services 	 56 20
 
Othe 	 56 27
 
Total 	 52 25
 

TABLE 1.7.9: 	 WOPKING TIME DEVOTEP TO BUSINESS BY TYPE OF
 
BUSINESS (ROW %)
 

Type cf business Working Time Spent in Business
 
Half or More 	than All the
 
iess half time
 

Food processing 21 13 66
 
Clothing 7 12
 
Wood products 5 11 84
 
Other manufacturing 2 11 87
 
Trade 8 13 89
 
Restaurants, bars, etc. 10 12 78
 
Services 4 7 89
 
Other 19 12 69
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SUPERVISORS' QUESTIONNAIRE
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RURAL ENTERPRISE AND ASRO-BUSINESS DEVELOPMENT SURVEY
 
1986 

MLAVI GOVERNMENT 	 U.S.A.I.D 
Ministry of Trade and Industry 	 READI Project
 

PERSONAL DETAILS 
 For Office
 

Use only Please
 

1, 	Kane (optionail
.....................................................
 

2. Sex KALE FEIIALE 2 

3. Hone DIstriCt ................ I.......... 3 

4, ma ital Status SINSLE %ARRIED NIDOWED DIVORCED 4 

5. 	 Nunber of Children 

7. 	 Educational Background PSLC 

JCE 

MCE 

Diploa I Degree .......... --------------- 7 

B, 	Total number ofyears of vork-experience .......... years .............. 8
 

9. 	Job-Title ............. I........ .......... A.
 

10. 	 Scale-point S I P 1 2 3 4 5 6 7 8 

or,please specify ...................................................... to 

11. Do you currently own,or have partnerships inany businesses outside your employment YES NO - - . 

)Ia ifNO, uhy not ................................................
 

.................
I . .I............................................... 
 .....---- _ Ila 

IF NO, PLEASE60 TO QUESTION 30
 

12. 	 Hon many businesses do you own orhave partnerships in? OWN ---- 121 

PARTNRSHIPS _.. 1...b 

PLEASE DESCRIBE EACH OFTHESE BUSINESSES SEPARATELY, 	 OVERLEAF
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BUSIISS I PAR7NERSHIP Number 1.
 

Type of business ........................................................... ---------------. bplI
 

areyou the sole-owner or partner ? SOLE-OWNER PARTNER --------- -- bpl2
 

forhow long have you been inthis business ? -------- years --------------- bpl3
 

Location ... village / town ..........................................
 

district ............... ... ................... . . bpl4
.. -... .
 

what percentage ofyour product isfor export ? ----- I --------- - bpl5
 

what is the asset-value of the business 7 Kwacha --------------- bplb
 

whatare the totalliabilities of the business ? ----- w--- ---------------
kacha bpl7
 

BUSINESS / PARTNERSHIP Number 2.
 

Type of business . ................................................ .... bp21
 

areyou the sole-owner or partner ? SOLE-OWNER PARTNER --------------- bp22
 

forhow long have you been inthis business ? years --------------- bp23
 

Location ... village / town ........... ............ ........ 

district ........................... .............. bp24 

what percentage ofyour product isfor export ? --------- I -------------- bp25 

hat is the asset-value of the business ? Kacha --------------- bp27 

wat are the totalliabilities of the business ? -------- Koicha --------------- bp28 

BUSINESS / PARTNERSHIP Nuiebr 3.
 

Typeofbusiness ....................................................................... bp3l
 

areyou the sole-owner orpartner ? SOLE-OWNER PARTNER ---------- bp32
 

forhow long have you been inthis business ? years bp33
 

Location ... village I town ....................................... 

district .......................................... ---------------- bp34 

wat percentage of your product is for export ? -------- I --------------- bp35 

what is the asset-value of the business ? --------- Kvacha --------------- bp36 

Oat are the total Kwacha ­liabilities of the business ? jp37 
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CREDIT D[MANV INFORMA1I1k 

13 Have you applied fo,any BUSINESS-Ipans during the past iWO years ? YES or HO 1­

if YES, PLEASE 60 IDQJESIlOh 15below 

14 if NO,0?) not ? .............................. ---------------. 14
 

,o.. , .. . , ... I... .... .I ............... .......
.. ~. 

Please think balk to the last time you applied,
 
WHEIHER YODWERE SU:CESSFUL OR NOT ...
 

15 Who did yo. apply tc. . 

16 Wher. .did yoLapply. 

17 What was thepurpose
 
of the loav ?.
 

18 Nh) did yo.apply to 

that particular source ? 

19 How much didyou apply for ? 

20 What security was 
reqvired forthat loan ? 

21 Did you getthat loan 7 

22 IfNO, whydo you think 
you didn't get it 

If NO, please go to30 

23 IfYES, 
How much did you get ? 

24 Wher did you get it ? 

25 When is final 
payeent due ? 


26 What israte of interest ? 


27 Have you finished paying
 
itback yet ? 


28 IfNO, are you up-to-date 
with your repayments ? 

29 if r, 
oat are your reasons ? 

.. ....................................................... 15
 

....... 16
/ 19-----............... 

month year
 

.................................... ...... ..............- 17
 

................ ................ 1
.......................
 

--------- Kacha 19
 

.............................................. ..............20
 

YES NO -------------- 21
 

................. ....................................... 22
 

--------- Koacha --------------- 23
 

......./ 19------ 24
 
month year
 

....... 25
/ 19 
month year 

........ percent . . . 26 

YES ND --------......
27
 

YES NO --------------- 2E
 

........................ .............
 

..... .................................................
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POTENTIAL CREDIT-DEWD. INFORKATION 

3 Have you any plans 
to take up orexpand any business(Is) 

during the neat too years 7 YES NO 30 

IF NO, THIS IS THEENDOF THE UESTIONNAIRE -- THANK YOU 

IFYES, you do have plant ... 

31 May# you any particular preference for location ? 

YES i Village /Toon .......................................... ,...... 

District ...................................................... 31 

32 hat type o butisoe 
are you considering ? .......... ..................... .. . . ... .. ............. 

•... e......... I ................................................ .. . 3232.. 

33 How'uch capital will you Bek ? Kwacha -------- 33 

34 Do you pIhr to export your products ? YES NO 34 

35 How do you plan to 
finance your venture ?.......................................
 

..... .. . o.........I................ -----.......
........................ .... 

U Ifyou sillneed aloan 
whosill you 

approach first ? .........................
 

37 7 ..............................................................
 

38 Iiat 	 illyou use 
as security 7 ............................................................. 

THANK YOU FOR YOLCCOPERATION 
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MAIN SURVEY QUESTIONNAIRE 
INCLUDING CODING FRAME 
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iuRR ENTERPRISE & AGRO-PUSINESS DEVELO;MENT SURVEY 

MALAWI 60vEUMENT 
 U.S.A.I.0. 
 CASE NUMBER
 
Ministry of Trace I Inoustr) READI Project i
 

I Name of SUPERVISOR assionec 

MAIN QU ES TI ON N A I R E SUPERVISOR NUMBER 

CONFIDENTIAL 
 I Name of ENUMERATORassigned 

ENUMERATORNUMBER 

-...----	 INSTRCTIONS FORENJMERATOR .--------.----------- ENUMERATOR D.rAILS BNLOW: COPY -­

1. 	 READ ALL the notes that y ur SuD-rvisor has mave 
BFFORE you start the interview, I BUSINESS-PERSON ................................... 

2. 	 In the case where the business-oerson has more than 
one business, your Supervisor will have already I BUSINESS-NAME ................................... 
decidec, with the business-person, which one you are 
going to discuss ... 

I P.DDRE3S place ...................................
MAK<ESURETHATBOTHYOUANDTHEBUSINESS-PERSO I
 
KNOW BUSINESS YOU TODISCUSS
WHICH AREGOING I 	 Village / Town ................................
 

3. WRITE DOWN the answers he / she gives as you proceed. I District ................................... 
DO NOTRELY ONYOUR - IT WILL FAIL YOU!MEMORY 

4. 	 Always responses, unless told otherwise. 

5. In OPEN-QESTIONS, write what he I she says, and do _ I 
so immediately, AVOIDSUGGESTING ANSWERS. 

DATETODAY I ............I 

POSSIBLE I 

6. 	 DONOTGUESS PAYof the answers for the interviewee. TIMING ---- -­...------

ifhe or she says 'don't know' 
or cannot answer, WRITE I.X, I STARTED _ I _-- PI,/ 

I hour minute

7. 	 You should ALWAYS BE EAtY for the interview. 

If the business-person is late, or is interrupted, I FINISHED I A// P 
- KEEP CALM, K PATIENT I 

B. If you have ANY PROBLEMS, TELL YWR & RVISOR ... I 
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MAJORPA NE Al 

13 What isYOUR SHAREinthis business ? isit... 

1A HOW MUCHof your time do you soend 
inthis business ? is it... 

15 HOW"#Y of the OTHER PARTNERSsoend 
MORETHANHAF of their time in this business ? 

less 
than half 

less 
than half 

half 
or more 

half 
or sore 

( number ) 

all 
your time 

13 

14 

15 

16 W EN did this business START ? 19 _ ( year ) 16 

17 Have you been involved in it since it started ? 

YES .0 NO 17 

18 What was the B16JEST PROBLEM in 

STARTING the business ? 

Ia What were OTHER problems ? 

20 HO N1 M( was put 

I 

Int this...................buins toO starte it _ __ _2 I&&aca 

21 WHATwas te IN SRE of that money ......................................... 21 

22 HOW 

into 

& 0 daU PE LYput 

this business when you started Kwacha 22 

23 

21 

WHATwas the MAIN SOURCEof that morey 

What was YOUR JOB 

in this business when you STARTED ? 

?..........................................23 

24 

25 What is your job in this business NOW?.........................................i2 

:6 What 
I 
I 

ADVICE as sought BtFORE STARTING ? ....... I................................. 

....... 4................................. 

r reVouz 
_______ 

26 
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Questions requiring a 

-yes" or "no" answer 

=
=yes 
2 =no 
3 =does not know (DK) 
9 = blank 

Questions asking for money 
values 
Morley value 

-1 =blank 
-3 =do not know 

CODES FOR SPECIFIC QUESTIONS 

Que.tion numhers la, 1 

1 =less than half 
2 =half or more 
3 =all Itie time 
9 :blank 

Question numbers m7, m9, m2l 
m2,1_m52 
1 =Loan SEDONM 
2 =Lnari I NI)EFDUN 
3 =Loan NIUSCCO 
4 =Loan Government/MEDI 
5 =Loani relat ives/fri end w 
6 =Loan money lender 
7 =Loan bank 
8 =own savings 
9 :ot her 
-1 =blank 

-question nilmhrs; m, 

1 =tONEY 
2 =CUS'TOMERS 
3 =EXPORT PROBI-IS 
4 =PRICES 
5 =TRANSPORT 
6 =GOODS/M.VI'ER I ALS 
7 =IMPORT PROBLEMS 
8 = EQI_' I ,IENT / PARIS 
9 :PREMI SES/IANI 

10 =EQ11P'/MACIII NFRY 
I =ONSTtI(T ION 

12 =1. 1CENCJ­
13 :=I 't% POER;, 
1.1 =MANAGEM ENI 
15 =NO, '. 
16 :OTHER 
99 =PI.ANK 

m4p, m181 . mllla, 

GENERAL CODES
 

Questions asking for
 
time periods
 
t1 =hours 
W =week
 
M =month 
Y =year 

Questions asking for year 
Last two digits of year
 
-3 =do not know 
-9 =blank 

Question numbers m10 ml, 
m24 25 
I =apprentice 
2 = employee - non management 
3 =sub-manager/joint manager 
4 =general manager/top manager 

Questiop number m12, m26 
I =financial 
2 =marketing 
3 =product design 
4 =equ i pment/tecluology 
5 =training 
6 =how to run business 
7 =none 

Question number m13 
I =less than half 

2 =half or more 
3 =blaink 

mr22, m22 3 

f i uce/capi ta I /funds/cash/credi t/interest 

high price of gods/low prices people canl pay 
roads 
supply 
cii stoms: dut ies 
sup',ly 
sp|ace/bl i di rigs 
inwstaI]t in 
si t preparat ion 

workers./sk il ed-workers 
how to run business 
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GENERAL CODES
 

Questions requiring a Questions asking for
 
yes" or "no" answer time periods
 
==yes H =hours
 

2 =ro W =week
 
3 =does not know (DE) M =month
 
9 = blank Y =year
 

Questions asking for money
 
values Questions asking for year
 
Money value Last two digits of year
 
-1 =blank -3 =do not know
 
-3 =do not know -9 =blank
 

CODES FOR SPECIFIC QUESTIONS
 

Question number m27
 

1 =resource (land, labour, materials etc.) availability
 
2 =saw demand/saw others succeed/profitability
 
3 =advised to do so
 
4 =other
 
9 =blank
 

Question m31 Question m32
 

I =customary 1 =own
 
2 =leasehold 2 =-ent
 
3 =do not know 3 =do not know
 
4 =freehold 4 =rent-free
 
9 =blank 9 =blank
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33 	 does this business KOAUFACTURE ?gooos 

YES 1 	 _ 33
 

its NAJOR PRODUCTLEAD Think about . 

34 	 what is that 
I product ? ................................................................... 

I............................................................................... 	 34
 

35 	 do you produce
 
ABOUT the SAME NLMBER 
6f itets every day / week / month ? YES NO 	 35
 

time to36 unat -s the USUAL reouired oroduce 
this 	product from start to finish ? HOURS DAYS 36
 

WEEKS MONTHS
 

31 (2] type of CONSTRUCTION do ?what 	 does it 

I............................................................................ 	 ......... ______-3
 

......... I ............................ .............................o 	 37
 

36 (3 ] what does it SELL ? 

I.......... ................................................................... _ 38
 

39 1 a ] what SERVICES does it provide ? 

...........I,
 .............................................I ........................... 39
 

40 (5]1 what does it REPAIR ? 

I. ................. ........................................................ _ __ 4
 

A1 	IUHICH
ONE 	of these activities dives the
 

LARGEST PART of this business's income 1 I 2 3 4 5 41
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Questions 33 to 41 were used for classifi 
'tion of businesses
 
into the following categories
 

I Agriculture, forestry, and fishing
 
2 Mining, quarrying and rock crushing
 
3 Meat and poultry slaughtering, preparing, preserving
 
4 Grain-milling
 
5 Bakery
 
6 Beer, wine, alcoholic drinks
 
7 Other food, Beverages and tobacco
 
8 Spinning, weaving and knitting
 
10 Clothing (tailoring)
 
11 Other textiles and leather
 
12 Saw milling, planing and wood milling
 
13 Wood boxes, chests and cane products
 
14 Wood furniture, cabinets, and such carpentry
 
15 Firewood, charcoal making
 
16 Other wood products
 
17 Paper, paper products, printing, publishing
 
18 Chemicals, petroleum, coal, rubber, plastic products
 
19 Pottery
 
20 Brick and tiles (lay and cement)
 
21 Other non-metallic products
 
22 Cutlery, hand tools (blacksmiths, etc.)
 
23 Fabricated sheet metal products (tinsmith, etc.)
 
24 Transport equipment (manufacture of ox-carts, etc.)
 
25 Other fabricated metal products and machinery (welding, etc)
 
26 Electricity, gas and water
 
27 Construction
 
28 Retail and wholesale businesses
 
29 Bar, restaurant, night club
 
30 Rest houses, motels and hotels
 
31 Transport, storage and communication
 
32 Financing, insurance, real estate and business service
 
33 Repair of Footwear, leather goods
 
34 Repair of radios, cassette recorders, electrical items
 
35 Repair of motor vehicles, motor cycles 
36 Repair of watches, clocks, jewelry 
37 Repair of bicycle, carts, camera, typewriter, other
.11 Barbr, hair dresser and heauty salons 
:19 Photography and photo studio 
•40 Wood and ivory cArvin g, handcrafts
 
-1 Other community, persoirual and social services (shoe shine,
 

f ranl services, etc.) 
-12. Activitios not :t,,quately defined 
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AS 
LLAD COoare the PAOU.T OFBUSINESS it isdoing 

now with its FIRST YEAR ... 

42 ,as business increased or decreased 

INCREASED DECREASED 42 

.3 Has tDOUBLED ? YES NO 43 

44 isitHALF ? YES NO 44 

_EAD Cosoare the NUMBER CF EPLOYEES ithas 
now with its FIRST YEAR . 

15 has the nuaer increased or decreased ? 

INCREASED DECREASED 45 

46 Has itDOUBLED ? YES NO 46 

47 isit HALF ? YES NO 47 

48 does this busimss supply 
qooos or services ON CONTRACT ? 

,S > NO 48 

49 1 ....to other businesses ? YES NO __49 

50 1 ....to Government ? YES NO 50 

51 since you have been inthis business, 
has there been a BIG INCREASE in the 
soney spent on buildirgs, tools, sachines, 
I eouomment or stocks of goods ? NO > 

YES 

12 ohat was the 0iN SOURCEof that oney ? ........................................ 52 
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CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a Questions asking for

,yes" or "no" answer time periods
 
I =yes H =hours
 
2 =no W =week
 
3 =does not know (DK) M =month
 
9 = blank Y =year
 

Questions asking for money 
values Questions asking for year 
Money value Last two digits of year 
-1 =blank -3 =do not know
 
-3 =do not know -9 =blank
 

CODES FOR SPECIFIC QUESTIONS
 

Question number m42, m45 

1 =increased 
2 =decrease 
3 =do not know 
4 =same 
9 =blank 

Question numbers m7, m9, m21
 
m23, m52
 

I =Loan SEDOM
 
2 =Loan INDEFUND
 
3 =Loan MUSCCO
 
4 =Loan Government Loans Board (MIEDI) 
5 =Loan relatives/friends 
6 =Loan money lender 
7 =Loan bank 
8 =own savings 
9 =other 
-I =blank 
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A6 
53 IF,for any reason you had to buy 

AL.the tools, equioeent, machines and buildings 
I that this business has today ... 

HOWKOCWOULDIT ALL COST ? 

tH 

Kwacha 

DONOTINO.UDE 
STOCKSI MATERILS 

53 

54 do .... 

or 

or 

relatives who also own businesses 

Civil Servants 

Party Officials, 

ever give this business advice or information ? YES NO 54 

LEMD Since this business was started 

55 

56 

57 

58 

59 

60 

have you YOURSELF learnt NWdSKILLS 

have your EMPLOYEESlearnt NEWSKILLS 

have you employed workers with BLTER SKILLS 

ave you bought BETTER TOOLS OREQJIPMENT 

are your PREMISES BETTER 

have you IMPROVEDyour PRODUCTS/ SERVICES 

? 

? 

? 

? 

? 

? 

YES 

YES 

YES 

YES 

YES 

YES 

NO 

NO 

NO 

NO 

NO 

NO 

55 

56 

57 

58 

59 

60 

61 could your work or business be easier or isproved if 
you YOURSELFhad additional knowledge or skill ? NO 

YES 61 

62 what would that knowledge or skill be ... 

.......................................................... 

............... I............................................ 

I....................................................................... 62 
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CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a Questions asking for
 
ves or no answer time periods
 
1 =yes H =hours
 
2 =no W =week
 
3 =does not know (DK) M =month
 
9 = blank Y =year
 

Questions asking for money
 
values Questions asking for year
 
Money value Last two digits of year
 
-1 =blank -3 =do not know
 
-3 =do not know -9 =blank
 

CODES FOR SPECIFIC QUESTIONSGENERAL CODES
 

Question number m62, m126, m128, m129, m132, m135, m140, m147
 

1 =professional, technical related
 
2 =administrative and management
 
3 =clerical related
 
4 =sales related
 
5 =service related
 
6 =agricultural, animal husbandry, fisherman and hunters related
 
7 =production related
 
8 =transport/equipment related 9 =labour related
 
10 =other
 
1i =none
 
33 =does not know
 
34 =blank
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ACOUNTS A7 

63 do you KEEP WRITTEN ACCOUNTS? 

YES _NO 63 

64 do you keep SEPARATE 
accounts for this 

I business ? YES NO 
65 Why NOT 

.................................................. 

66 which was your BEST month for business 
I inthe LAST 12 months ? month ............... 65 

67 which was your WORST month for business 
I inthe LAST 12 months ? month ............... 67 

68 HOWMUICHMONEY did you makein th"at BST month ? Kwacha 68 

69 HOWA PDAMY did you take in t at WORST month ? Kwach_ 69 

70 HOW MUCH MONEYdo you make ina NORMAL month ? Kwacha 70 

LEAD does this business RECEIVE any income ... 

71 from renting part of its BUILDINGS YES NO 71 

72 from renting ADVERTISING-SPACE on walls YES NO ------------ 72 

73 from c r ing for APPRESTICE-tAINING YES NO 73 
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CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a Questions asking for 
yes" or "no" answer time periods 
= t1 =hours:yes 

2 =no W =week 
3 =does not know (DK) M =month 
9 = blank Y =year 

Questions asking for money 
values _Questions asking for year 
Money vaLue Last two digits of year 
-1 :hlank -3 =do not know 
-3 =do not know -9 =blank 

CODES FOR SPECIFIC QUESTIONS
 

1Aestion number m65 question number m66, m67 

I =do not know I =January 
2 =have no time 2 =February 
3 =:do not see benefit 3 =March 
-1 =cannot write -1 =April 
5 no one here can 5 =May 
6 =other 6 =June 
33 :does not know 7 =July 
99 =blank 8 =August 

9 =September 
10 =October 
11 =November 
12 =December 
33 =do not know 
99 =blank 
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A& 

LEAD 	 HOW IAH oeS this business 

oay inRENT for, 

YEAR -............ 74
74 LAND Kwacha 	 per wEEK MONTH 


--------------- 7575 BUILDINGS Kwacha -------------- oer EEK MONTH YEAR 

7676 MACHINERY Kwacha ------ Der WEEK MONTH YEAR 

77 TOOLS Kwacha 	 per WEEK MONTH YEAR -77 

1
 
1
 

FORSALE
 
I that are held instock NOW? Kwacha -7
 

78 	 what is the VALUEof GOODS 

1
 
1
 

79 	 HOW LONG will ittake to sell
 

I IOST of that stock ? DAYS WEEKS MONTHS 79
 

80 	 what isthe VALUE of RAW MATER:ALS 

I that are held in stocq NOW? Kwacna --------- - ­

. 8181 	HOW LONG ? ------ DAYS WEEKS MONTHS .do you EIPECT thee TO LAST 


82 	 Does this business ALWAYS pay CASH 
for its ourcmases 1 

82
YES 	 NO 


83 	 HOW ELSE does it pay 

...........................................................
 

83
........................................................................-----­
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CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a 
 Questions asking for
 
yes" or "no" an.;wer time periods
 
I =yes 
 H =hours
 
2 =no 
 W =week
 
3 =does not know (DK) 
 M =month
 
9 = blank 
 Y =year 

Questions asking for money
 
values Questions asking for year

Money value 
 Last two digits of year
 
-1 =blank 
 -3 =do not know
 
-3 =do not know 
 -9 =blank
 

CODES FOR SPECIFIC QUESTIONS
 

Question number m83 

1 =credit/post-dated cheques/on account/lpo 
2 =cash/cheque 
3 =materials supplied by customer 
4 =barter/exchange 
5 =and combinations 

33 =does not know 
99 =blank
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A9
 
ADVERTISING IPRICIG 


84 does this business do MOST 
of itsbusiness DIRECTLY 

with the GENERPUBLIC 7 

YES 

85 cas itdo MOST of its business 

with U(ER BUSINESSES ImANUFACTURERS 

YES NO 

? 

85 

.....................................I........................... 

................................................................. - 86 

I 

87 Are MOST of its CUSTOMERS 
MORE TWENTYTHAN MILES AWAY? YES NO 87 

88 HOW MANY customers do you have INA DAY, USUALLY ? --------

L-AD 

89 

90 

91 

92 

When you are DtC!DING your PRICES, 

Co you consloer ... 

wnat your CUSTOMERS CANPAY 

.hatyour SUPPCERS CHARGE YOU 

GOVERNmENTR:GULATIJNS 

what O7HER BUSINESSES are charging 

? 

? 

? 

YES 

YES 

YES 

YES 

NO 

NO 

NO 

NO 

CI] 

(2 ] 

C3 ] 

14 1 

89 

............ 90 

..... 91 

--------------- 92 

93 	 wHICH ONE of tnew, 
isTHE MOST IMPORTANT ? 

1 2 3 
 L 93 
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CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a Questions asking for
 
"yes" or "no" answer time periods
 
1 =yes H =hours
 
2 =no W =week 
3 .c!oes not know (DK) M =month
 
9 = blank Y =year
 

Questions asking for money
 
values Questions asking for year
 
Money value Last two digits of year

-1 =blank -3 =do not know
 
-3 =do not know -9 =blank
 

CODES FOR SPECIFIC QUESTIONS
 

Queqtion number m86 Question number m93
 

I =schools 1 =what customers can pay
 
2 =hospitals 2 =what suppliers charge

3 =other government institutions 3 =government regulations
 
4 =construction business 4 =what other businesses are
 
5 =exporters charging
 
6 =farmers 33 =do not know
 
7 =others 99 =blank
 
33 =does not know
 
99 =blank
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AIo
 
94 	 If the 6overnoent were to build a saall MARKET-PLACE 

or a WORKSHOP CENTRE ,nearby and cnared rent ... 

...would you MOVE your ousiness to that place ? YES NO 	 94
 

95a 	 does this business ADVERTISE 9
 

YES NO 	 95a 

95b 	HOW does itadvertise ? 

95b
 

LEAD olease THINK ABOUT THE MAIN THINGS 
THIS BUSINESS DOES 

96 	 could your customers go to 
BIG businesses LOCALLY, 
rather than coaing to you
 

YES NO 	 96 

9" 	are their PRICES 
LOWER than yours I Y NO 	 .S 97 

98 	 do you think tnere 
s h ou l d be M O RE buslnes s e s L I K E T 1 S 01E ? Y e S NO -.............9 8 

99 	 WHY?
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CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a questions asking for
 
e or ,o answer time periods
 

1 =yes If =hours
 
2 =no W =week
 
3 =does not know (DK) M =month
 
9 = blank Y =year 

Questions asking for money
values Questions asking for year
Money value Last two digits of year
-1 =blank 
 -3 =do not know
 
-3 =do not know -9 =blank 

CODES FOR SPECIFIC QUESTIONS
 

Question number m95b Question number m99 Why? 

I =product display I =NO, there are too many
2 =newspaper'/magaz ine 2 =NO, there are enough 
3 =radio 3 =YES, there are not enough 
4 =business sign 4 =YES, there is room for more 
5 :word of mouth 9 =blank 
6 =other 
33 =does not know 
99 =blank 
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E1PLOYEES 
all 

100 how many MALEE 'LOYEES 
did this business have LAST MONTH 

.............. 

101 H W PA1fwere UNDER 14YEARS old -......... 10. 

102 how many FEMALE EMPLOYEES 
did this business have LAST MONTH ? ---------

00 NOT ItLUD OWNERS 

--------------. 102 

103 HOW MANY were UNDER 14YEARS old ? --------- .-........... . 03 

LEAD 

104 

105 

106 

107 

108 

1 0 9 

OF ALL these peoole, 

HOW M NY were ... your USUAL EMPLOYEES 

EXTRA employees 

your RE L A T IVE S 

APPRE N T IC E S 

SKILLED workers 

NOT Malawi a n 

---. 

------

--

-------

-------------- 104 

(5 

...............-,10 

•-.............. -7 

.............. 8 

•-............. 

110 HOW MUCH was Paid inWAGES LAST P.'4THf Kwacha ------------ - - 110 

III HOW MUCH was oaid for esoloyees' 
FREE food and housina, LAST MCTH ? KwaCha -------------­

112 what isthe LOWEST FL.L-TIME WAGE cald ? Kwacha 

113 IFthe LEGAL minimum wage were REDUCED 

REDUCEDBY TWENTY-FIVE TAMPALA Der DAY, 

would you employ MORE WORKERS ? 

I 
YES 

oer DAY WEEK 

NO 

MONTH 

1... 

> 

:2:3 

IIA How many ? ............... "-­

"­



GENERAL CODES
 

Questions requiring a Questions asking for
 
vs or no answer 
 time 1eriods 

1 =yes II hours 
2 =no W =week 
3 =&oes not know (DK) M =month
 
9 - blank 
 Y -year 

Quastions ask ig tor mney 
va IUPS .stt. ions aski n.gfor year
Money value Last two digiLs oF year
-1 blank -3 =do not know 
-3 =do not know -9 =blank 
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115 What are t" THREE AMT IMPRTA?4T 
items of EQJIPME.iNT 
used inthis business ? 

116 kIRE do you get MST of the 
SPARE PARTS from 

A12 

115 116 

2 ... .. .. .. .. .. ... ..ee .. .. .. .. ..t ee ml e et~ ..... Iee................................o .. 

17 Isyour eculosent ADEQUATEfor 
runnino this bus~ness ? 

YES NO 117 

1ib IIY NOT ? 

119 HOWMUCH did tnis business day for 
REPAIRS of tools, emuiosent 

and Duildings, LAST MONTH ? Kwacha 119 

1,O does this Dusiress USEWATER? 

YES NO !220 

121 'OwMUCH was oaid 
for .ATER, LAST NONTH? 

I Kwacha .21 

122 c.,s tnis n'-siress USE ELECTRICITY ? 

'. . 122 

123 isELECTRIC:TY AVAILABLE 7 YES NO 123 

124 does te t,;siness 
"NT E TECfICITY YES NO 

, m',F as :aid 
_r _I' 



CODES USED FOR CODING ANSWERS
 

GENERAL CODES 

Questions requiring a Questions asking for

yes" or no answer 
 time periods 
I =yes IH =hours
 
2 =no W =week
 
3 =does not know (DK) M =month
 
9 = blank Y =year 

Questions asking for money
 
values Questions asking for year
 
Money value Last two digits of year
 
-1 =blank -3 =do not know
 
-3 Z,1u not K,,u., -9 =blank 

CODES FOR SPECIFIC QUESTIONS
 

Question number mlil5a Question number m118 

I =DOMESTIC frig/cooker/stereo I =lack of funds 
2 =11AND TOOLS 2 =low capacity 
3 =MACHINERY 3 =too old/high running costs 
-1 =OTHER 4 =lacks good maintenance 
5 =NONE 5 =other 
33 =does not know 6 =availability of equipment 
99 =blank 33 =does not know 

99 =blank
 

Question numbers m116, m160
 

1 =OUTSIDE MA[.AWI 
2 =in Malawi within 50 km 
3 =in Malawi with 50 to 100 km
 
-4 =in Malawi more than 100 km 
33 =does not know 
99 =blank 
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26 

SKILLS I TRAININ6 

what are the KAIN SKILLS required 
I 

in this business 71 

Ali 

:27 do you have ENOJ") 
of the sxills this business needs 7 

II YESNO127 

128 which skills are NISSING ? 

................................................................ 

129 which skills have you found to be 
the 140ST DIFFICULT to RECRUIT ? 

....... .. ....................................... 
129 

130 have YOUYOURSELFhad any TRAINING 
for runnina this busioess ) 

YES 

131 WHEN? 19 ----- (year) 

132 What was that TRAINING 

........................................................ 

NO 

130 

I31 

217 



CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a Questions asking for
 
yes" or "no" answer time periods
1 =yes 
 H =hours 
2 =no 
 W =week
 
3 =does not know (DK) M =month 
9 = blank Y =year
 

Questions asking for money

values 
 Questions asking for year

Money value Last two digits of year
-1 =blank 
 -3 =do not know
 
-3 =do not know -9 =blank 

CODES FOR SPECIFIC QUESTIONS
 

Ouation number m62, 
m126, m128,_29, m132, m135, ml10, m147
 

1 =professional, technical related 
2 =administrative and management 
3 =clerical related 
I =sales related 
5 =strv ice related 
6 =agricultural, animal husbandry, fisherman and hunters related 
7 =production related 
8 =transportt/equ ipment related 
9 =lab)ur related 
10 =other 
II =noue 
33 =does not know 
99 =hlank 
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A14 
133 	 have YOUYOURSELF been on any TRINING-COURS. 

in the LAST 12 MONTHS? 

YES ) NO 133 

134 	 W RANthe course ? 
I 

.. . .. . . .. . . .. . . .. . . .. . .	 134 

135 	 what wasthe course AO ? 

.............. .......	 135
 

136 	 WHYNOT ? 

......................................... 	 136
 

137 	 have you sent any of your EMLOYEES on a 
training-cours IN THEPAST 12 MONTHS 

YES NO 	 137 

LEAD 	 THINK M TOTHE 
LAST TIME ... 

138 WHICH of your employees did you send ? 

( what ishis / her JOB 1 ) 

.... 	....... .... 138........ 	.... .... 


139 WHO PA the course ? 

I ........................................ 139 

140 what was the course ABOUTI 

........................ ................ 14O 

141 	 WHYNOTN
 

......................................... 
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GENERAL CODES
 

Questions requiring a Questions asking for
 
yes or no answer time periods
 

S=yes H =hours
 
2 =no W =week
 
3 =does not know (DK) M =month
 
9 = blank Y =y, ar
 

Questions asking for money
 
values __uestions asking for year
 

Money value Las. two digits of year

-l =blank -3 =do not know
 
-3 =do not know -9 =blank 

CODES FOR SPECIFIC QUESTIONS 

_Q;,stioLl 11limborm136,m1.1 " Quest ion numbers m134, m139 

1 =Do rot krowewhere of,'ered I =DEIATT
 
2 =ceurse irrelevitnt 2 =INDEFUND
 
3 =cu ree\perls ie 3 -MUSCCO
 
i -c-r'I et not offertd 4 =MEDI
 
5 If' instructors 5 =SEDOM
 
6 ---no ti ,e/Jo not want 6 =ABA 
7 =iIliter:t, 7 =MOTIT 
8 -traijri on the job 8 =other 
9 --other 33 =does not know 
99 =1:ik 99 =blank 

ti _ti r n' mh .rm62, ml26,_ n128 _nL2 9 ml_2, m135, m140, M147 

1 = trffessiora , technic:t[ ,elatod 
2 ='dministrative and maragtment
3 = tv icil r-l:atet 
1 =. i:l ' ,, l t , 
5 I 1,0 ,,lattdt=vov ,, .a 1 

6 rr r alirrmel hisbandry, fisherman and hunters related 
7 =p ir,duct i a :n Irttd 
H ' iatl'd t ri re.'iJ i,l 
9 ==1.: ,ur t1.11 
10 =ot h'r" 
11 -- 1 II 1o 

1)91=hl:ink 

I = : t- kii 

33 r ot kno 
')3 i i, r, rr2 
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CGRKIN6 	 AISf.BROAD 


142 	 nave YOUever worved OUTSIDE MLWI
 
for a period of MORE MONTHS? ­than NINE 	 NO 

YES 

143 	 for HOW MANY ALTOGETHER yearsYEARS ? 

I U 	working inwhich countries ? > 145 ...and WHEN 

2 ..................................... 19
 

2......................................
 

1 2 ..................................... 19
 

3 .. ............... ................... 9
 
1 4...................................... 19
 

146 	 Which was the LAST COUNTRYyou worked in - 147 ... and what work were you doing t ere ? 
for a oeriod of MORETHANNINE NONTHS? 

148 	 has working abroad 
helped you in 
running your business 

YES 

149 	 ()Whas it heloed you ? 

I ....... ..................................................................................
 

[!42
 
143 

144 145 

-


146 47 

148 

149
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CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a 
 Questions asking for

yes" or "no" answer 
 time periods
 
1 =yes 
 If =hours 
2 =no 
 W =teek
 
3 =does not know (DK) 
 M =month
 
9 = blank 
 Y =year 

Questions asking for money
waIIIes Questions asking for year

Money value 
 Last two digits of year

-1 =blank 
 -3 =do not know
 
-3 =do not know 
 -9 =blank
 

CODES FOR SPECIFIC QUESTIONS
 

uestion number m62, m126, m128, m129, m132, m135, ml140, m147 

I =professional, technical 
related
 
2 =administrative and management
 
3 =clerical related
 
.4 =sales related
 
5 =.s-?rvice reclat-d
 
6 =agricultural, 
animal husbandry, fisherman and hunters related 
7 =pro(tuc tion related
 
8 =transport/eq, ipment related
 
9 =labour related
 
10 =other
 
It =none
 
33 =does not know
 
99 =blank
 

Qu.stion number ml 144 m116 Question number ml119 

ROT =Bots'w:a 1 =start up capital

EitI =Ethiopia 
 2 =academic or professional

(M1.A =Ghana 
 training

KEN =Kenya 
 3 =trade or vocational
 
M1OZ =Mozambique 
 training

RSA =Republic of South Africa 
 4 =on-the-job-experience

SWA =Swaz iland 
 5 =business ideas 
TAN =Tanzania 
 6 =business experience
UK =United Kingdom 33 =does not know
 
ZAM =Zambia 99 =blank 
ZIM =Zimbabwe
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50 HAV 151 152 153 have you A16 
you USED any 

heard of its 

about HOW did you hear about it ? .­ > what SERVICES does itoffer ? services 

..................... .............. E 150
 

NO YES ............................... ............................... 1 151
 

153
 

... .. . . ............. ..... ........ ...... 152
. ............ NO 


YES
 

NO YES ...... ........................... ......................... ........ 151
 

-NO_
................................ ....I....................... 152
 

153
 

INDEFUND ?
 

YES
 

S YES ..... ............................ ............................... 151
 

...................... ............ ............. ...... No L 152
 

153
 

.... ....... . I .... .. o.... 150 

YES
 

NO YES ................................. ............................... 151
 

L_ 152
...............................

153 

2DI2
 

YES 
No YES.................................................. ............ ___ 151
 

152
.......... L..............N 

153 
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CODES USED FOR CODING ANSWERS
 

Questions requiring a 

"yes" or "no" answer 
I =yes 
2 =no 

3 =does not know (DK) 

9 = blank 


Questions asking for money
 
values 

Money value 

-1 =blank 

-3 =do not know 


CODES FOR SPECIFIC QUESTIONS
 

Question number ml5la, ml5lb, 

ml5lc, ml5ld, ml5le 


1 =radio 

2 =newspaper 

3 =word-of-mouth 

4 =institutions employees 

5 =party officials 

6 =other 

33 =does not recall 

99 =blank
 

GENERAL CODES
 

Questions asking for
 
time periods
 
H =hours
 
W =week
 
M =month
 
Y =year
 

Questions asking for year
 
Last two digits of year
 
-3 =do not know
 
-9 =blank
 

Question number m152a, m152b,
 
m152c, m152d, m152e
 

1 =loans/credit/savings
 
2 =business advice
 
3 =technical advice
 
4 =training
 
5 =operating capital/other
 
33 =does not know
 
99 =blank
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6OMvRNWT INMNTVES A17 

54 Did you know that the 6overment offers ways 
people to start and develop businesses ? 

YES 

of encotragin 

3 NO 5 

154 

55 wnat 

1 

are those ways 

.................................................... 

156 
... and have YOUbeen 

by 
encouraaed 
the& yourself ? 

YES NO 

155 156 

2............................................................ YES NO 

S 3 ............................... ....... .................... YES NO 

157 	would you like to know MORE
 
about these ( or other ) 6overnment schemes ? NO
 

YES 	 157
 

I158 	 MICH ones ? I 

I 3 
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CODES USED FOR CODING ANSWERS 

GENERAL COCES
 

Questions requiring a Questions asking for
 
yes or no answer time periods
 
=
=yes 
 H =hours
 

2 =no 
 W =week
 
3 =does not know (DK) M =month
 
9 = blank Y =year
 

Questions asking for money
values Questions asking for year 
Money value Last two digits of year

-1 =blank 
 -3 =do not know
 
-3 =do not know -9 =blank
 

CODES FOR SPECIFIC QUESTIONS
 

-Qustion numbers m155a, m155b, m155c, m158 

1 =pricing control 
2 =tax rebate 
3 =customs rebate 
4 =privileged loans 
5 subsid ies 
6 =lonn schemes 
7 =import & export promotion 
8 =husiness protection 
9 =brs illess advice 
10 =trairning 
11 %ot.hor 
33 =does not know 
99 =blaik 
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kAW MTEIRLS 1 11OT8 
I 

Aid 

29160 
WHATat# Ina fiEE O ST IR D dTrA 
I stocks of 6COOS ard PMTERIALS 
I this bsirs has to buY ? -

WOERis 
UaL SUPPLIER for thei 

-
2 

161 De the 
busloS 
Wr. T fiim 
DIRECTLY 7 159 160 161 

I 

2 

.............. 

......................... . . . . . . . . . . . . . . . . . . . 

ys 

y 

No 

11a... 

3 . . . . . . . . . . . .................... . . . . ........ Y£6 NO- _ 

162 HIOXCH of this buine's 
I TOTAL .oods I uatrils 
I does it IlWOAlT NONE 

loss 
than halt 

half 
of more ALL 162 

PROULTB I EPORTS 

163 
"I are the ThREE MOSTIMPORTANT 

PODUCTS 
this busiruss PACW S 11 

16 

> 

0o" tt 
business 
EXPORT 
THENI 163 164 

S ... ............... ....... YES o­

2................................. YES NO 

3.................................. YES .. 

165 HO MUH of tits businehs'sl 
tOTAL rAODTS 
coes it E PORT I hE 

less 
than half 

nhlf 
or ,ore ALL . 1.165 

LEA 

I 
I 

Dotothis .isintss PAYtot 
rRAhSORT CGSTS.. 

1l6" of qzods and saerials pmnch it BUYS 7 YES 'to -------------- 166a 

1666 of goods and materials onich It SELLS 7 YES No --------------- 166b 

Ilm h0N MUCHdoes this bsi'i ss PAY 
for lrRNSPOT lit a hCGAL KININ I 
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CODES USED FOR CODING ANSWERS
 

Questions requiring a 

"yes" or "no" answer 

1 =yes 

2 =no 

3 =does rnot know (DK) 

9 = blank 


Questions asking for money
 
Vi IUlPS 

Money alue 
-1 =blank 

-3=do not know 


CODES FOR SPECIFIC QUESTIONS
 

Question numbers m159a, m163 


I =wood-based 

2 =clay-based 

3 =metal-based 

4 =cloth-based 

5 =food/confectionery/beverage 

6 =chemical-based 

7 =animal-based 


8 =other
 
9 =none 

33 =does not know
 
99 =blank 


GENERAL CODES
 

Questions asking for
 
time periods
 
H =hours
 
W =week
 
M =month
 
Y =year
 

QuestLons asking for year 
Last two digits of year 
-3 =do not know 
-9 =blank 

Question number m160
 

I =outside Malawi city, town
 
district
 

2 =less than 50 km
 
3 =50 - 100 km
 
4 =more than 100 km
 
33 =does not know
 
99 =blank
 

Question number m162. m165
 

I =none
 

2 =less than half
 
3 =half or more
 
4 =all
 
33 =does not know
 
99 =blank
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167 	 Are there any Goverrsent Regulations C other tvun Taxes I Licences )
 
that AFFECT tnis ousiness
 

YES 
 -NO 167 

167a Whicn REGULATIONS ? 168 KJW did you LEARN ? 167a 168ABOuT TNEq 

I 

I 2 

169 have F . . ..RY I.PECTORS VISITED Y.R PI..ISES in t.e oast 12 

YES 

LEAD tn~nk Oacw to the LAST TI , 

170 WHY did they visit 7 

2.................................. .................. 

.nths. 

...... 

169 

..................................... 
 .... ................. 


2170
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CODES USED FOR CODING ANSWERS
 

Questions requiring a 

yes or no 

=
=yes 


2 =no 

3 =does not 
9 = blank 

answer 


know (DK) 


Questions asking for money

values 

Money value 

-1 =blank 

-3 =do not know 


CODES FOR SPECIFIC QUESTIONS 

_Question number m167a 

I =legislation
 
2 =product. quality

3 =price control
 
-I working conditions
 
5 :bisinos-s name registration 
6 =ticensing 
7 =other 
33 =does not know 
99 =blank 

i uestion number m170 

I =routine 
2 =accident 
3 =dk 
9 =blank 

Qostion number m168a 

GENERAL CODES
 

Questions asking for
 
time periods
 
H =hours
 
W =week
 
M =month
 
Y =year
 

Questions asking for year
 
Last two digits of year 
-3 =do not know
 
-9 =blank 

I =BAS/TAS, licensing officer/government official
 
2 =friends/relat ives 
3 =political meetings 
4 -rad io 
5 =rewspaptr./magaz ine 
6 =word of mouth 
7 =other 
33 =does not recall 
99 =blank 
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XCIDENTS ICXENSSTION 	 AN
 

171 save ANY of your E4PLOYEES suffered any SERIOUS
 

12 MONTHSACCIDENTS ATARK durilng the PAST 'NO> 

.. 171
tES 


172172 	 -CU MANY ACCIDENTS have t-ere been ? I numoer I 

LEAD tnink back tothe LAST ACCIDENT ... 

173 	 What were t'e INJURIES
 

...... 	 173
 ............................................................... 


174 	Did te esployee clais any COMPENSATION for the injuries ? NO
 

174
VES 


175 	 was comoensation PAID ?
 

NO 	 .............. 175
fES 


----------- - 176
176 	 -Ow UCH Pwacna 

171 	 was itoaid Oy 
177
i 'HIS M:.:NESS YES NO 


I ie NOT BY ANINSURANCE CCPANY I
 

I 
178 	 was that AMOUNT 

I TOO HIGH TOO LOW REASONABLE ................-178
 

179 	 WHY NOT ?
 

................
........................ ...............
 

2...............................
 

179
..................... .......----­................................ 
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CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a 
 Questions asking for
"yes" or "no" answer 
 time periods

I =yes 
 H =hours
 
2 =no 
 W =week
 
3 =does not know (DK) 
 M =month
 
9 = blank 
 Y =year
 

Questions asking for money
 
values 
 Questions asking for year

Money value Last two digits of year
-1 =blank -3 =do not know
 
-3 =do not know 
 -9 =blank 

CODES FOR SPECIFIC QUESTIONS
 

Question number m173 Question number m178
 

I =lost limb 
 1 =too high

2 =lost eyesight 
 2 =too low
 
3 =deep wound shock 3 =reasonable
 
5 =other 33 =do not know
 
33 =do not know 99 =blank 
99 =blank 

Qtestion number m179 

I =no application made 
2 =application made but not successful 
33 =do not know 
99 =blank 

232
 



SAVINGS 21 

180 are you aole to SAVEmoney REGLI0RLY ? 

YES NO ISO 

I8Y 

181 WHY ? 

,......... . .,° ... ............o...... 


182 WHYNOT? 

__ 82 

185 WHEREdo you KEEP MOSTof your SAVINS 

I 

? 

185 

184 WHY do you xeeo most of your savings T ERE ? 

233 

181 



CODES USED FOR CODING ANSWERS
 

Questions requiring a 

"yes" or "no" answer 

=Yes 

2 =no 

3 =does not know (DK) 

9 = blank 


Questions asking for money

values 
Money value 

-1 =blank 

-3 =do not know 


CODES :'OR SPECIFIC QUESTIONS
 

(nuestion number mi8i 

I =money income adequate 
2 =few demands made on income 
3 =deposit facilities nearby 
4 =other 
33 =do not know 
99 =blank 

Question number ml84 

I =near home 
2 =trust/secirity 
3 =only one known/thotight of 
-1 =higher interest rate 
5 =savings insured 
6 =personal acciderit insurance 
7 =can borrow from there 
8 =advised by 

gove r'im'n t/iUSCCO/o t her 
9 =more banking hours 
10 =easy to withdrtw 
11 =other 
33 =do riot know 
99 =hlank 

GENERAL CODES
 

Questions asking for
 
time periods
 
H =hours
 
W =week
 
M =month
 
Y =year
 

Questions asking for 'ear 
Last two digits of year 
-3 =do not know
 
-9 =blank 

Question number m182 

1 =inadequate income 
2 =banks too far 
3 =lack of trust in banks 
4 =lack of safety
 
5 =other 
33 =do not know 
99 =blank 

Question number m183 

I =hicling/boarding 
2 =give to other people 
3 =savings/credit union 
4 =post. office 
5 =rnew building society 
6 =commercial/national bank 
7 =other 
33 =do not know 
99 =h lank 
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LOAN- APPLICATIONS A22 

185 nave you APPLIED for ANYLOANS , during the PAST TWOYEARS? NO 

YES 185
 

LEAD think back to the LAST TIAE you auplied 
I nW HETHER YOUWRE SUCCESSFULORNOT 

186 WO] did you aoply to ? ............................................................ 186 

187 

188 

189 

WHEN did you aoply ?....... / 19 

WHAT did you sAY you 
I ,ANTEDTHELOANFOR ?. .................... 
I 

WHY did you aoply to that 
I PARTICULAR SOURCE ?.8........................................ 

month / year 

....................................... 

................... 

187 

188 

19 

190 HOW MUCHdid you aoply for ? Kwacha -........... 190 

191 WHATSECURITY was 
I recuired for that loan ............................... ............................ _---- 191 

192 did you GET that loan ? NO - 193 WHY do you think you didn't get it ? 

YES 192 

............ ... ....I . .... .... ... 193 

194 

195 

HW MUCHaid you get 

61EN didyou oet it 

? 

? 

Kwacha -194 

....... / 19 month / year 195 

I% WHENis FINAL PAYMENTdue ? ....... / 19 month / year 1% 

197 Wnat isthe RATE of INTEREST - % oer MCNTH per YEAR 197 

198 Wnat did you USE the loan FOR ?. ............. ...................................... 


199 Have you FINISHED paying it back yet ? NO, 60 TO OVER
 

YES . ........... 199
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GENERAL CODES
 

Questions reql iring a Questions asking for
 
yes" or _) time p)eriods
In.' nwer 

==yes It =hours
 
2 =no W =week
 
3 =does not know (DK) N1 =month
 
9 = blank Y =year
 

Questions asking for money
 
va Iles _Questions arking for year
 
Money value Last two digits of year
 
-1 =hlank -3 =do not know
 
-3 =do not know -9 =blank
 

CODES FOR SPECIFIC QUESTIONS
 

Question riilmhor m186, m201 Question numbers m188, m198 
m203, m210
 

I =SEDOM I =plant/equipment
 
2 I N1)EFL.ND 2 =bu i I( inigs
 
:3 =commercial banks 3 =goods/raw materials
 
•1 =Ml 'S(:CO/credit union katapila -4 =labour services 
6 =new b.iding society 5 =personal goods services 
7 =tradt r 6 =e:xpansion of business 
8 =other 7 =otLher 
33 =do not kni)w 33 =do not know 
99 =blank 99 =blank 

Question me -s m191, m206 Quistion inmbers m189, m204 

I /ejui pmerit/vehicles Ip1 =tfavourable interest rates 
2 =livestock 2 =repayment flexibility 
3 =bui lding 3 =advised to 
-1 =i.sirance p1I i Ly 4 =funds aivailable 
5 =lt.od Im d 5 =easy procedure 
6 =saviigs 6 =proximity 
7 =personal gura:1itee 7 =only institution I know 
8 bi Il of sale 8 =other 
9 :z=sutry 33 =do ,iot know 
10 -;othe.r 99 =1blank 

:3 =do not know 

99 =blank 

QIti- t i .! ni.mh r m193 
I =rad iig 
2 =insi f ficienit information 
3 =activity not supported by that institution 
I =col lateral iwnia'quate 
5 =collatral inavai lable 
6 =husir1t'5s [lot, profitable 
7 =w it.hdrw :opl ication 
8 inot 'ii)uh c(,ntribution 
9 =1ack of track record 
10 =no rply 

11 =othler 
33 =do not know 
99 =blank 
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LOAN- R9E "S 	 3 

200 	 rave you any outstanding loans on tnis business ? NO 

YES 200 

LEAD Please think about the MOSTRECNT LOAN STILL not paid infull 

201 ' gave you the loan ? .	 201 

202 	6 tEN did you get it ? .......
/ 19 month / year .............-202 

203 dHT did you SAqYyou 
I WATED THE LOAN FOR ? ................. .................................... 203 
1 

204 	 WHY did you use that 
I PARTICULAR SOURCE ? 2042........................................................ 

205 HOW MULCH 7 205did you aoply for Kwacha 

206 	 .wiTSECURITY was 
I reoutred for that loan ? .. .......................................................... 206 

207 	 HGW MUCH Kwacnadid you get 	 207
 

isFINAL PAYMENT due ? /19208 	WJ-HEN ....... month / year - 208
 

209 	 What isthe RATE of INTEREST __ % oer MOcNTH per YEAR- 209 

210 	 What did you USE the loan FOR ? ...................................................... 210
 

Are you UP TO DATE with your REPAYMENTS ?
 

YES - . . . 211
 

1 212 what are your RtASONS ?
 

. I212
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Questions requiring a 

"yes" or "no" answer 

I =yes 

2 =no 

3 =does not know (DK) 

9. = blank 


Questions asking for money
 
values 

Money value 

-1 =blank 

-3 =do not know 


CODES FOR SPECIFIC QUESTIONS
 

Question number m,186, m201 


1 =SEDOM 

2 =INDEFUND 

3 =commercial banks 

4 =MUSCCO/credit union katapila 

6 =new building society 

7 =trader 

8 =other 

33 =do not know 

99 =blank 


Question numbers m191, m206 

I =plant/equipment/vehicles 

2 =livestock 

3 =building 

4 =insurance policy 

5 =leased land 

6 =savings 
7 =personal guarantee 
8 =bill of sale 
9 =salary 
10 =other 
11 =none 
33 =do not know 
99 =blank 


Question number m212 


I =insufficient business income/ 

business not doing well 

2 =irregular income 
3 =higher interest rate 
4 =unforeseen circumstances 
5 =business failure 
6 =monthly payments high 
7 =not invoiced/reminded 
8 =other 
33 =do not know 
99 =blank 
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GENERAL CODES
 

Questions asking for
 
time periods
 
H =hours
 
W =week
 
.M =month
 
Y =year
 

Questions asking for year
 
Last two digits of year
 
-3 =do not know
 
-9 =blank
 

Question numbers m188, m198
 
m203, m210
 
1 =plant/equipment
 
2 =buildings
 
3 =goods/raw materials
 
4 =labour services
 
5 =personal goods services
 
6 =expansion of business
 
7 =other
 
33 =do not know
 
99 =blank
 

Question numbers m189, m204
 
i =favourable interest rates
 
2 =repayment flexibility
 
3 =advised to
 
4 =funds available
 
5 =easy procedure
 
6 =proximity
 
7 =only institution I know
 
8 =other
 
33 =do not know
 
99 =blank
 

Question number 193
 
1 ;pending
 
2 =insufficient information
 

3 =activity not supported by
 
that institution
 

4 =collateral inadequate
 
5 =collateral unavailable
 
6 =business not profitable
 
7 =withdrew application
 
8 =not enough contribution
 
9 =lack of track record
 
10 =no reply
 
11 =other
 
33 =do not know
 
99 =blank
 



LICENCIN 	 A24 

213 have you ever had to aoply for a licence 
or permit from a 6overrent Decartment ?NO :> 

YES 	 213
 

LEMD think back to the LAST TIX ... 

214 	What was the licence ermit FOR ? ..................................................
 

.................................................. 	 214
 

215 	Did you GET IT ? 

YES NO 	 215
 

216 What 	 RMNS were given ? 

.. ....... ... 216
 

217 	 hOW LGNG did it 
take to get an ANSWER 7 WEEKS MONTS -- 217T 	 -----


218 Did the 	TIME you had to wait
 

cause you BUSINESS PROBLEMS 7 NO
 

YES 218
 

219 in " T WAYS .................................................................
 

219
 

239
 



CODES USED FOR CODING ANSWERS
 

Questions requiring a 

"yes" or "no" 
 answer 

1 =yes 

2 =no 

3 =does not know (DK) 

9 = blank 


Questions asking for money

values 

Money value 

-1 =blank 

-3 =do not know 


CODES FOR SPECIFIC QUESTIONS
 

Question number m216 


1 =no reason given 

2 =did not satisfy requirements 

3 =too many people already in 


business 

4 =business not located in 

5 =no foreign exchange approval 

6 =other 

33 =do not know 

99 =blank 


Question number m219 


1 =could not begin operating 

2 =stopped operating 

3 =could not import goods

4 =could not export goods
 
5 =other
 
33 =do not know
 
99 =blank
 

GENERAL CODES
 

Questions asking for
 
time periods
 
H =hours
 
W =week
 
M =month
 
Y =year
 

Questions asking for year
 
Last two digits of year
 
-3 =do not know
 
-9 =blank
 

Question number m214
 

1 =industrial license
 
2 =business registration
 
3 =hotel/resthouse license
 
- =import license
 
5 =export license
 
6 =mining
 
7 =foreign exchange approval
 
8 =land lease permission
 
10 =building plan approval
 
11 =work permit
 
12 =price increase approval
 
13 =other
 
33 =do not know
 
99 =blank
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A25
 
220 do you think that ALL businesses lixe yours 

should be licenced ? YES NO 220 

221 WHY? 

221 

222 In running this business NOW , W"T ISYOUR BIGGEST PROBLEM ? 

............................................................ ........... ...... m 
........... ............. .............. ..I ......... ............. 222
 

223 are there any others ?
 

o .............................
........................ ........ Io 


I. ..................................................................... 223
 

224 do you soaetiAes think about SELLING or LEAVING this business ?
 

YES NO 224
 

225 What would you like to do ?
 

.............................................................................. 22
 

226 ,ould tmat be FULL-TIME activity ?
 

YES N 226 

227 WHAT ELSE would you do ? 

227 

22a IFyou were offered an INTERESTING , FULL-TIME JOB ELSmHERE 
I
 

i HOW ICH SALARY would induce you to TAAEte joo I Kwacha -...... 228 

per WEEK MONTH YEAR 



Questions requiring a 

"Yes" or no answer 

I =yes 
2 =no 
3 =does not know (DK) 
9 = blank 

Questions asking for money
 
values 
Money value 
-1 =blank 
-3 --do not know 

CODES FOR SPECIFIC QUESTIONS
 

GENERAL CODES
 

Questions asking for
 
time periods
 
H =hours
 
W =week
 
M =month
 
Y =year 

Questions asking for year
 
Last two digits of year
 
-3 =do not know
 
-9 =blank
 

I =YES, for protection of property 
2 -YES, for prtoction of business 
3 =YES, n,,,Ls or qod government, registration revenue 
• 'ES, r, pi red by government laws/regulations 
5 =NO, 1nai11husino ses should not be troubled with red tape 
6 0, twt r uired 
7 =N o tho
 
3 do nIot kniow
 

99 =b!Ank
 

quest io n h.rs r-4.l_ 
I =MONEY 

2 =ClSTOMERS
 
3 -EXPORT PROBLEMS
 
4 -PRICES 
5 =TRANSPO RT 
6 =GOOS/M..TER I.LS 

- l'IC:lEMS=IPORT 
, -rL I .->IFNT/ P\RFS 
9 =PRMI iSES/LA\D 
10 =E3LIl P,1 MV ''ifW y 
11 =-ONS lUC r PON 
12 =LICENCE 
13 M.\NPO','ER 
14 :!.\N \GFE FNT 
15 NONE 
16 =OTHER 
99 :W ink 

by government 1:tw/ regu 1at ion 

.l Th, '_i Sa, m222, m2223 
finance/cap i tal/funds/cash/cred it/interest 

high price of goods/low 
roads 
supply 
customs duties 
supply 
space/bui ldings 
installation 

i te prpparat ion 

orkers/ski I led-workers 
how to run business 

prices people can pay 

I :h lill r'1.' hu"iness 2 =but and run other business 
3 =cant ir .. uWtion/training .I =go into farming 
.5 = ,v ,,pl1 ,mrt 6 =retirement 
7 =,,t hr 33 =do not know 
99 &1 ink 
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A26 

229 do you wish this business ore in a DIFFERENT PLACE 

YES 

230 W don't youmove ? 

I.........................................................................23 

NO 229 

LED 

231 

232 

233 

234 

235 

n the NIT YEAR, do you have any PLANS to, 

eioloy MOREWORKERS7 

employ sore SILLED Workers ? 

buy 9ORE EQUIP"ENT 7 

provide ?W PRODUCTS/ SERVICES ? 

IMPROVEyour current products / services ? 

YES 

YES 

YES 

YE3 

YES 

NO 

NO 

NO 

40 

NO 

(1 

1 2 1 

13 1 

C41]. 

5 1 

. 

231 

232 

233 

2LA 

235 

236 WHICH ON will be 

the MOSTDIFFICULT 

I 2 3 

? 

4 5 26 

237 WiY will itbe difficult ? 
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CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a Questions asking for
 
yes or "no" answer time periods
 

1 =yes 
 H =hours
 
2 =no 
 W =week
 
3 =does not 
know (DK) M =month
 
9 = blank 
 Y =year
 

Questions asking for money
 
va1ues 
 Questions asking for year

Money value 
 Last two digits of year

-1 =blank 
 -3 =do not know
 
-3 =do not know 
 -9 =blank
 

CODES FOR SPECIFIC QUESTIONS
 

Question number m230
 

I =no motley
 
2 =no premises
 
3 =family re-isons
 
I =licence or permit/government regulation
 
5 =ot her'
 
6 =nolle
 
33 =do not know
 
99 =b lank
 

Qutestion m2:36 

I =employ more workers 
2 =emplny more -;killed workers 
3 =buy mure 1pqipment 
-1 =provide new' products/services 
5 =improve corr~ot products/serv ices 
:33=do riot k.,W 
99 =1, ank 

,.Lutst ion itimbhr _n237 

I =money/work illg capital 
2 unavailabh,,/workers/equipaent/iachioery 
3 =import Ii r c./toreign e\change 
4 =space/equipment inadequate
5 =materia[s/goods supply problems 
6 =Iicere./permit/r,.gulotions difficulties 
33 =do not know 
99 =blank
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238 


239 


24o 


241 


242 


243 


244 


245 


246 

247 


248 


PERSONALDETAILS A27 

How old are you ? 

SEX ? 

What isyour RELIGION ? 

which isyour HOME DISTRICT ? 

MALE 

years 

FEMALE 

.... 

238 

239 

240 

241 

are you single or married ? 

SINGLE MARRIED 242 

Have you EVERbeen MARRIED 

YES NO 243 

are you WIDOWED DIVORCED SEPARATED 244 

Do you have CHILDREN ? ,NO 

YES 245 

How many SONS? DA4HTERS 7 2 

What are their A3ES 

I c tI s j 

iI 

I D UGH.ITERSI 
-I 

? 

1 2 

I. 

I 
_ I 

3 4 

I I 
I I 

I II______ ___ 

I 
I 

II 

5 

I 
I 

II 

6 7 a 

I I I 
I I _ I 

I I 
I____ I_____I 

2247 

HOW O4NY of thes cnildrem 

I do you SUPPORT 248 

245 



CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a Questions asking for
"yes" or "no" answer 
 time periods
 
1 =yes 
 11 =hours
 
2 =no 
 W =week
 
3 =does not know (DK) 
 M =month
 
9 = blank 
 Y =year
 

Questions asking for money
 
values Questions asking for year

Money value 
 Last two digits of year

-1 =blank 
 -3 =do not know
 
-3 =do not know 
 -9 =blank
 

CODES FOR SPECIFIC QUESTIONS
 

Question number m241 
 Question number m242
 

1 =CIIITIPA 
 1 =single
 
2 =KARONGA 
 2 =married
 
3 =RUMPHI
 
4 =MZIMBA 
 Question number 244
 
5 =NKHATA BAY
 
6 =KASUNGU 
 1 =widowed
 
7 MCHINJI 
 2 =divorced
 
8 =NTCHISI 
 3 =separated
 
9 =NKHOTAKOTA
 
10 =DOWA 
 Question number m239
 
11 =SALIMA
 
12 =LILONGWE 
 1 =male
 
13 =DEDZA 
 2 =female
 
14 =NTCHEU
 
15 =MACHINGA 
 Question number m210
 
16 =MANGOCHI
 
17 =ZOMBA 
 1 =Christian
 
18 =CIIIRADZULU 
 2 =Mostem/Islam

19 =BLANTYRE 
 3 =other 
20 = r1YOLO 
21 =MULANJE 
22 =MWANZA 
23 =CHIKWAWA
 
24 =NSANJE
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A28 
than children249 Doyou have deoendents OTHER ? 

NO 249
YES 

4 

250 how sany OTHERS? 250 

251 can you read and write ? YES NO 251 

252 did you go to school ?
 

NO 252YES 

253 Upto what LEVEL ? 

25I STANDARD FORM 

254 What QUIIFICATIONS do you have ? 

254ICE YES NO 

ACE YES NO 

CERTIFICATE , specify .....................................
 

DIPLWVO speCfy,.................... ... . ..
 

DEGREE ,secify ...............................
 

other , specify .....................................
 

THANK YOU FOR YOUR COOPERATION 
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CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a Questions asking for
 
yes" or "no" answer time periods
 
=
=yes 
 If =hours
 

2 =no 
 W =week
 
3 =does not know (DK) 
 NI =month
 
9 = blank 
 Y =year
 

Questions asking for money

values Questions asking for year

Money value 
 Last two digits of year

-1 =blank 
 -3 =do not know
 
-3 =do not know 
 -9 =blank
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Ifthe business has a SIGN , write what that sign says below c 

2 is tre business,
 
inan urban area YES NO
 

in a town or village YES NO
 

in a small trading-centre YES NO 

isolated YES NO
 

3 isthe business in a building YES NO 

inthe open-air YES NO 

under a tree YES NO 

on a khonde YES NO 

by the roadside YES NO 

4 	if the business is in , or has , TAJILDINGS, 

what is the ROOF frommade ? 'IAVN-SfE7S/TILES 

GRSS 

other, describe 

what are the WALLS side from ? BRIM 

MUJD 

6RfMS/ REED 

other, describe 

what is the FLOOR? M7 

CE" 

other, describe 

ARINMD YOU HOW )NY 
can you SEE nearby 7 NOE 

- 3 

4 - 10 

sore tNn 10 

5 	 LOOK ... OTER businesses 



CODES USED FOR CODING ANSWERS
 

GENERAL CODES
 

Questions requiring a Questions asking for
 
"yes" or "no' answer 
 time periods
 
1 =yes 
 H =hours
 
2 =no 
 W =week
 
3 :does knownot (DK) M =month
 
9 = blank 
 Y =year
 

Questions asking for money
valuos _Questions asking for year

Money value Last two digits of year

-1 :blank -3 =do not know
 
-3 =do not know 
 -9 =blank
 

CODES FOR SPECIFIC QUESTIONS
 

Qest ion BP4 

DOOR
 
I =Iron sheets/tiles
 
2 :Grass
 
3 =Other very duiirable materials
 
I -Other non durable materials (e.g. papers)
 

WALLS
 

I =Brick 
2 :=Mld
 
3 =Grass/reeds
 
.1=0ther durable materials
 
5 =other non-durable materials
 

FLOOR
 

I :*u1d 
2 =Crment
 
:1 =Not oasily removable materials 
4 =Easily r'-movable materials 

Question BP5
 

I =None 
2 =1- 3 
3 =4 - 10 
4 =More than 10 
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BP12 

NTERVIEWER 	 : us# the oace elow to oram a rough PICTLRE of the busit ess oremises. 

k. 	need to get som idea of the SIZE of te premises , 

so, include a PIN-,N in your picture, so wecan judge the scale 

ARTIST's NA E ! ....................................
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