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Foreword 

Business Environment in Malawi 
Malawi's economic and social objectives as highlighted in the "Statement of
Development Policies 1987 - 1996" are the reduction of poverty, ignorance
and disease; improvement in income distribution; and a reduction in the 
instability of welfaire for both the individual and the nation. 
Reduction in poverty will be achieved through a rapid and sustained econ
omic 1.owth. ,lale agriculture will continue to be the engine of growth as 
in the 1980s, a steady growth in the size and share of the industrial sector will 
be undertaken and ii this regrrd, manufacturing is seen as a key develop-ent
variable in the 1990s. Government will create a general climate which 
encourages enterprise development and investment, both domestic -nd 
foreign, and the private sector will be encouraged to develop. 
Government will continue to be concerned with issues of equity and econ
omic progress through the broadening of opportunities for personal advance
ment while at the same ine restricting the scope cf personal gain that can 
be realised by n, individual to the detriment of the social welfare of the nation. 
Over and above political stability, peace, law and order which are prereq
uisites for long term business plans, the Malawi Government promotes
business and entrepreneurship through among other things: 
* 	assistance in the identification of industrial opportunities particularly

where Malawian entrepreneu,rs could invest; 
• 	 liberalisation of ildustrial licensing; 

* provision of special incentives including protection ot truly infant industries; promotion of joint venture facilities; establishment of industrial 
estates and research institutions; provision of training, advisory, and credit 
institutions; and improvement in the availability of both long-term and 
working capital facilities; 

* 	encouragement of participation of smallholder farnv-ers in commercial 
farming especially of crops that were exclusively reserved for estate Fai'ming 
during the colonial period; 

" 	involvement of private traders in the purchase and trading of produce 
grown on customar , land which was hitherto the monopoly of the Agricul
tural Development and Marketing Corporation (ADMARC); 

* 	formulation of development programmes for rural areas designed to 
promote the welfare of women including supporting income generating 
activities for women. 
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The aim of this booklet 

Do you have a good idea fo:" a new or better product? Can you provide abetter service? Are you a 	 good salesman? If die answer to any of thesequestions is yes, you might be thinking of starting your own business. But inorder to be successful you will need other qualities and skills. This bookletprovides you with a step-by-step guide on how to be youtr own boss. 
The booklet aims to help businc.s;.es that havejust started or are about to startup. Different sections give good advice on obtaining funds and generalbusiness administration. The booklet is not meant to be a complete do-it-yourself guide to starting a business. What it does do is suggest the main thingsto be tloutght about when starting a busiiiess. If a business is started withcarefui planning and suitabl- professional advice, it is much more likeiy to 
succeed. 

"Starting Your Own Business" is intended to: 
* p 	ovide pi:ctical steps and requirements in starting a business in Mfalawi;* 	provide iniformation on where and how to obtain financial assistance for a 

business; 

* 	provide infoimation on Goveirnment
cilities for pi omoting busiless and 

incentives and infrastructural faentrepreneurship particularly among
NIalawi ins; 

o 	highli'-a some sAlientof the managerial tasks an(! responsibilities in
managing a buriness; 

o explain in simple language book keeping, taxatioo and other legal require
ments which affect business operations; 

* highlight the role and importance of business plans and explain how these 
should be pipared; 

* enable existing and potential businessmen to know some of the laws that 
are intended to protect their business interests; and 

o provide contact addresses on various issues affecting business. 

Donald E. Henmy
Project Coordinator 
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1. Before you start 

Have you got the right qualities?
 

The next few chapters look at the practical steps and requirements that you
 

should think about when starting a business. But before this you should have
 

a long careful think about whether you will be able to run a business.
 

You may have many reasons for starting a business. You may have recently
 

retired, you may be unhappy with your presentjob, you may have some spare
 

cash or you may have a business already but wish to look again at your
 

position. Whatever the reasons the demands are the same. You must have:
 

* patience; 

• determination; 

o belief in your own abilities; 

* enthusiasm; 

* willingness to work hard. 

The rewards are clear; you can control your own time, you can affect your 

own income, but most of all you can become independent - "be your own 

boss". The following chapters should help you to successfully meet the 
challenges you will face. 

Take Note 

If you are starting your own business just to fill in time until: 

* your next job; 

• your retirement;
 

" you marry someone with plenty of money!
 

The only advice we can give is ..... DON'T!
 

You must have skills and experience to offer. For example, you may be 
an expert at making chili sauce but on your own you will have to know 
not only about how to manufacture the product but also about: 

• selling; 

* marketing; 

* administration; 



* accounting; 

" financing; 

* personnel; 

Y.u will also need:
 
* 
great enthusiasm for your project and willingness to work harder than 

ever; 
* good judgement and the ability to make prompt decisions;
 
* 
to be able to adapt well to changing situations and to handle sudden 

difficulties; 
" support fr'om your family who may have to work for long hours when

the business is starting up; 
• enough money to support yourself and your family as in the earl), stagesthe business may not provide enough cash flow for you to live on; 
* to be able to accept the personal risks you must take. 

The normal aspects of working for someone else, things which you mayhave become used to, will disappear. When you become self-employedyou will probably not have the same job security, a known and steadyincome, fixed work and rest times, holidays and other advantages of being
employed by someone else. 
Less obvious benefits you may lose are the friendship of your workmates,good working conditions and not having so many things to worry about. 

If it will not interfere with your present job, think about starting yourbusiness on a part-time basis until it begins to Produce enough income 
support to you. 

Don't draw too much money out of the business at the start. One of'themain ways that the business will grow, is by leaving as much money as
possible in the business. 
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FurtherInformation and Advice 
" your accountand and bank manager - for financial advice. 

- for general" 	DEMATI (Development of Malawian Traders Trust) 

advice on starting a business.
 

of Malawi and the" Associated Chamber of Colmmerce and Industr' 

A.B.A. (African Businessmen Association) - for information on 

where 	to get advice on specific subjects. 
- for information on where" National Assosiation of Business Women 

women can get business advice. (Private Bag 55, Blantyre, Tel. 

67686). 
" Financial Institutions e.g., lIndefund; SEDOM (Small Enterprise 

Development Organisation of Malawi); Government Loans Board 
- for advice(Ministry of Trade, Industy and Tourism, Tel. 732711) 


on borrowing money.
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2. What are you going to sell?
 

As pointed out in Chapter 1, you need several skills to run a business.However, it is very important that you know all about the product which youwant to se!l as this may make the difference between success and failure.
The other skills which you need for success can be gained along the way butyou must have a good knowledge of your product to ensure final success in 
your business. 
The information about the product you must know will depend on the kind
of product, but you should think about the following: 

Take Note 

Do you know your product? Make sure you know what kind of person willbuy it and how many live in your business area. 
" Centre your attention only on those who are most likely to buy yourproduct. The benefits of widespread advertising are usually not worththe expense, especially for small businesses. 
* At the start your business will probably be limited to one particularlocation. Find out as much as you can about the pupula~ion andbusinesses in that area so that you can decide whether there will be amarket for your product and if there will be any competition. You maybe able to get some of this type of information from governmentstatistics and fiom looking through the advertisements in the news

paper. 
Is there a trade association which deals with the product or service youwant to offer? You may be able to get useful information about thisfrom wholesalers and distributors. 

Decide on a price for your product or service. This is probably one of themost important decisions you will have to make. Remember that:
0 you need to make a profit! (Appendix 1 looks in detail at budgets and 

pricing); 
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can 

charge. As a small business you are not likely to affect the market very 

much; 

* present market prices for your product will affect the price you 

* will any competitors, especially large companies, cut their prices to try 

to force you out of business? 

Other Points 

Is your product a copy of, or similar to someone else's? If so, you must 

check wheL-,er the other product is protected by a copyright, trademark 

or patent. If there is something special about your product, you may want 

to protect it by registering a patent or copyright for it, for example. 

Appendix 2 gives information about this. 

If your product has some special or new property or different quality 

which may be unknown or untested in the market, you should think of 

having it tested. The Malawi Bureau of Standards sets national standards 

for some products. If your product is tested and approved by them, you 

can apply for a permit to mat k your product with a standardisation mark 

of quality for which an annual fee is charged. This may help in gaining 

acceptance of the product by the public. 

Local research may be done on your product or a similar one and 

co-operation with this fr-om the start would be wise and could be profit

able. For example, Chancellor College carries out research on chemical 

products, Bunda College on agricultural products and the Polytechnic 

into engineering products. 

Is your product likely to be affected by changes in technology? Will it then 

become out of date or old-fashioned? If so, would your business have a 

long-term future? 

Do you need a licence to make or sell your product? - see AppernIix 3 for 

information on this. 
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F-Further Information and Advice 
* 	Your accountant - for financial advice. 
• 	 Trade Associations (look in the Yellow Pages of the Malawi telephonedirectory) for information on products of services covered by these.* 	National Statistical Office, Box 333, Zomba (tel: 522377) - for details

of population and businesses in a partictilar location. 
* Chancellor College, Box 280, Zomba (tel: 522222), Bunda College ofAgriculture, Box 219, Lilongwe (tel: 721455) or Malawi Polytechnic,P/Bag 303, Chichiri, Blantyre 3 (tel: 670411) - for details of anyresearch into your product.
oMalawi Bureau of Standards, Box 9.16, Blantyre (tel: 670488) - for

information on existing standards and product t-sting.
0 Appcndix 3 -for 
details of licence applications. 
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3. Employing people 

Choosing the right people to work for you is one of the most important points 
in running a business, especially ifyou want to work in a service industry, that 

is, providing a service rather than selling a product. 

Of course, the sort of person you are will affect your choice of the kind of 
people you like to work with. This chapter explains ways to find the right 
people,judge their abilities and help you to understand the laws concerning 
employment of people. 

Take Note 

You need to take great care in choosing the right people. This may cost 
you both time and money. You must first advertise thejob vacancy (either 
in the newspaper, on the radio or by means of a note on a shop 
notice-board) or through the nearest labour office and then arrange to 
interview the applicants. 

Successful interviewing and selection of staff needs a great deal of time, 
skill and care. 

Make sure to give sufficient time for an interview. The choice of whom 
to employ is important not only for you but also for the possible employee, 
especially since he/she may be entering a business with no past record of 
performance or success. 

You should prepare a plan for the interview, but it need not be fixed. You 
should ask a few very important questions for which you need an answer, 
but then let the applicant talk about him/herself. That way you will be 
able to find out much more about the person. Some of the things you 
must find out about the person are: 

* 	how much skill and experience do they have in the area you require? 

* were they loyal to their past employers? - look out for people who have 
changed jobs often or who have many minor complaints about past 
employers. 

This may suggest that they will become quickly dissatisfied with the job 
and may turn out to be unreliable or difficult to work with 

" 	how much pay was the person getting before and does this compare 
well with what you are willing to offer? 

* 	what are the person's long-term hopes and plans? 
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The person you are interviewing may be applying for other vacancies.You may need to make a special effort to persuade them that it is better 
for them to work for you,. 
It is always a good idea to ask the person to give at least two references.These are letters from people who know the person well and are able togive information about the person's skills, experience and character.After the interview you should try to talk to the referees (the people whowrote the references), either in person or over the telephone, as they maybe able to provide some more useful information about the applicant.But be sure to ask the permission of the applicant first before you, do this.One of the most important questions to ask a past employer is "would 

you be happy to employ this person again?" 
As soon as you have made your choice, write a letter to the successful person offering them thejob. Be carefiii how you write this letter as it will
probably forim the basis of a contract of emnpioyment. 
You must provide each of the people you eiplov with a written contractof employment. This is an agreement signed by both the employer andthe employee, who each kee l ) a copy, which gives all the details of thejob
:lescription and conditions of service. 
For example, the contract should cover wages, annual holidays, sick leave,period for giving notice, grounds for dismissal (sacking), working hours,duties and responsibilities. To help you write such a contract, you should
contact the nearest labour office, or get hold of a good example which
)you can then change as required to suit your needs. 
Don't forget to tell any othem applicants, by letter or by telephone, thatthe), have not been successful. Do this as politely and as soon as possible
-
nd thank them for their interest. You may need their help some other
 
time.
 
Once you have got the staff you need, make sure that they stay happy intmir work. Show an interest in them, give them encouragement
support when needed, be prepared 

and 
to listen to any problems they miayhave which are connected with their work and ensure that the conditionsin which they started thejob are continued or, if possible, improved. 

Always let your employees, especially those who are important to thesuccess of your business, know exactly what they should be doing andwhat their progress has been. You must try to avoid having to sack peopleand then find replacement staff too often as this can cause big problems 
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for your business, is very expensive (especially for small businesses) and 
wastes a lot of valuable time. 

Always be ready to reward reliable and hard-working staff with regular 
pay increases or even special extra payments, particularly when they have 
been asked to carry out extra duties or have done ajob particularly well. 

Laws Applying to Employment of People 

REGULATION OF MINIMUM WAGES & CONDITIONS OF EMPLOY-
MENT ACT 

(Chapter 55:01) 

This covers such things as ninimum wages, normal hours of work, rest days, 
annual leave, sick leave, overtime payments and food and housing allowances. 

Important points from this act include: 

Wages and Salaries 

* The National Wages Ad,'isory Board looks into minimum wages and 
conditions of employment and makes recommendations to the Minis
try of Labour. 

* The present daily minittmmA wage rates as of April 1990, are as follows: 

i. 	 in Blantyre ,ind Liiongwe and Mzuzu - K2.17 (plus housing or a 
housing allowance in the three cities and Municipality of Zomba); 

ii. 	 in municipalities and townships - K1.95; 

iii. in rural areas - K1.741. 

* 	Employees aged fourteen and below are entitled to not less than half 
the daily minimum wage rate. Employees aged between fourteen and 
eighteen are entitled to not less than three quarters of the minimum 
wage rate; and employees aged eighteen and above are entitled to the 
full daily minimum wage rate. 

* These wages are for a standard 48 hour working week for labourers (40 
hours is normal at higher levels). Overtime for extra hours is at rates 
between time-and-a-half and double time, depending on circumstances. 

* 	Wages must be paid in cash unless an employee agrees to payment by 
cheque or bank credit or in kind. 
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Normal Working Hours and Overtime 
0 Normal hours of work should not be more than 48 hours per week inall industries except in the building industry where n-ormal hours ofwork should not be more than 15 hours per week.
 
* 
Each employee should have a ,illinum of one rest-day per week. 
* No employee should work for more than 5 hours non-stop without abreak of at least 1 hour, when he/she may leave the work-place.
" Overtime should be paid at the hourly rate times one and a half onnormal working days and time., two on rest days and holidays. Each 

part of an hour worked over any number of full hours is also counted as a full hour. 

Annual Leave and Sick Leave 
The Act has wages orders which cover conditions of employment for employees in a number of industries and professions. A prospective employerwill do well to read the relevant Order to inform himself or herself of theentitlement of employees in such matters as annual leave, sick leave, etc. 

Employment Act (Chapter- 55:09) 
This deals with such things as requirements for written contracts, terminationofemployment, summary dismissal, method of payment of wages, deductionsfrom wages, care of employees (eg. medical examinations and reporting ofillness), keeping of employment books and settlement of disputes between
employees and employers. 
Important points from this act include: 

Contracts and Giving of Notice 
* most contracts lasting over 3 months (except where annual basic pay isover K480) need to be in writing, signed by both employer andemployee and three or more copies taken to a labour office forattestation (to check ;hat it has been correctly written) and registered;
* where no length of contract is stated, the amount of notice to be givenby either the employer or the employee (warning of a decision to endthe contract), depends on how the wages are to be paid. For example,if a person is to be paid each week, the period of notice ne week.However these periods increase after the person has been working for 
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the employer for several year. It can be agreed that the employee will 
be paid for the period of notice, and the contract ended immediately,
rather than working the period of notice, being paid as usual and then 
finishing. 

Summary Dismissal (sacking without notice) 
o This is only allowed when there has been: 

i. misconduct; 

ii. deliberate disobedience of lawful orders; 
iii. lack of a skill thought to be necessary for the job; 
iv. regular or major neglect of duties; 
v. absence fiom work without permission or reasonable excuse. 

Deductions (amounts taken) fromnWages by the Employer 
" These are only allowed for deferred pay (pay which is kept back by 

agreement to be paid at a later date), advances (ntoney taken out to pay
back wages which were paid before the normal pay day), contributions 
paid to an approved and agreed fund (eg. mcdical or pension fund), 
payment of any income tax clue from the employer, a sum to pay for 
food or a midday meal supplied b / the employer, installments (parts of 
a total sum) connected with loans and other types of advance, lost pay
for periods of unauthorised absence from work, payments for damage
caused by carelessness, and certain other less common reasons. 

* 	Deductions for any housing provided by the employer have to follow a 
specified scale. 

o Total deductions must not be more than one half of the normal total 
wages. 

* 	Employers are usually not allowed to charge interest on any advances 
of wages paid to an employee. 

Records of Wage Payments 
0 Employers must keep a record of all wage payments in an approved

form, which is usually to be kept at the work-place. Records of all 
deductions and the reasons for these must also be made. 

Other Acts which may affect you as an employer are the: 
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Workmen's Compensation Act (Chapter 55:03);
 
Employment of Women, Young Persons and Children Act (Chapter 55:04);
 
Shop Hours Act (Chapter 55:05);
 

Apprenticeship Act (Chapter 55:06);
 

Factories Act (Chapter 55:07);
 

Industrial Training Act (Chapter 55:08);
 

Trade Unions Act (Chapter 54:01);
 

Trade Disputes Act (Chapter 54:02).
 

Fringe Benefits for Employees 

* 	Food or a meal is often provided, and whether or not a deduction from 
wages is made for this varies from employer to employer. 

* 	The only statutory benefits involve: 

- labour housing or housing allowance in cities of Blantyre, Lilongwe, 
Zomba and Mzuzu and where workers are employed on a contract 
basis; 

- very limited severance pay; 
-	 sick leave following accidents for up to one month (where there is a 

written contract of employment). 
* 	Particularly for lower paid employees, many industries and employers 

provide any or all of the following: 

- contributory or non-contributory pension schemes; 

- sickness and maternity leave and free dispensary facilities or payment 
of minor medical expenses; 

- funeral assistance; 

- housing or house building materials; 

- transportation for shift workers and to important political events. 

The points above have been given in a very short form. If you are not sure 
whether or how an Act applies to you, then check in the Act or, better still, 
get professional advice. The Acts can be found in major libraries. Ifyou want 
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),our own copies of the Acts they can be bought from the Government Printer 
and other bookshops. 

FurtherInformation and Advice 

" Your accountant or auditor. 

* Your lawyer, the Ministry of Libour, P/Bag 344, Lilongwe 3 (tel:
730344), or the relevant Acts of Parliament - for information on 
how these Acts apply to you. 

* The Employers Consultative Association of Malawi (ECAMI), Box 
2134, Blantyre (tel: 670007) - for details of the Employment Acts 
and requirements of contracts. 

" The Malawi Institute of Management - for advice on personnel 
management. 
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4. Premises 

The place where you decide to have your business premises (work-place 
buildings) and the type of premises you choose are of the greatest importance 
to 	the success of your business. This chapter gives advice on how to find the 
most suitable premises. 

Take Note 
The place where you decide to have your premises will depend on your 

needs. Things which you must think carefully about are: 

" 	do you expect many visits from customers and suppliers? 
* 	does your business need to be in a place where it can be easily seen so 

that it can attract passing trade? Jn other words, does your business 
need to tempt people passing by on the street to enter as customers? 

O 	 where will your staff be living? Will they be easily able to get to work 
using public transport? 

• 	 do you need to provide some parkinig space for customers' cars? 

" your premises are probably your biggest contribution to advertising 
because of iheii position and external and internal appearance. 

* 	do your premises need to have a particular appearance of profession
alism or a good financial position? Do they need to have a specially 
clean and modern appearance because of their location in a new part 
of town? 

* you will usually need to get planning permission if you wish to build 
new premises. 

Finding suitable premises is most easily done by going to an estate agent, 
who will have details of available property in the area you are interested 
in ha.ming your ['usiness. 

Estate agents may advertise in the newspaper, whe.e you may also find 
adverts for properties or businesses for sale. 

If you do wish to use an estate agent to find a suitable property, make sure 
of their honesty and reliability. Some so-called estate agents set up 
business without any real experience, are unable to give a good service 
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and may disappear overnight! Contact the Surveyors Institute of Malawi 
for details of reliable estate agents who are members of the Institute. The 
few agents available are at present found only in Lilongwe and Blantyre 
and usually deal only with larger businesses. Under THE LAND ECON-
OMY SURVEYORS, VALUERS, ESTATE AGENTS AND AUCTION-
EERS ACT (No.5 of 1989), a registration board will be set up and estate 
agents who have been providing a recognised service for over 6 nionths 
or who are members of the Surve1ors Institute will be able to be registered
by the boar'd. By writing to this board, you will be able to get details of 

suitable estate agents in your area. 

Remember that the estate agent's commission (the fee received for selling 
or renting a property on behalf of a client) are likely to be paid by tile 

lat dlord (unless other agreements are made) and so the agent will 
probably be more favourable to the landlord than to yourself. 

Premises may be either bought or leased (rented) or you may be able to 
rent a plot of land and build your own premises. Buying a property clearly 
uses up a large amount of your available funds and may be less flexible 
(less easy to change your mind about later) as it is a much longer term 
decision than a lease (an arrangement to rent a property). 

If at all possible, it is well worth thinking about leasing a plot of land and 
building your own premises as there is a shortage of available rented 
manufacturing and warehousing property. There are also good tax 
incentives ifyou decide to build your business premises for manufacturing 
and farming activities and/or put in new equipment (see Chapter 12: 
Grants and other incentives). 

Leasing of land is covered by several Acts of Parliament, depending on 
whether it is plllic land (owned by the Government), private land (leased 
or purchased from the Governmentby private individuals or companies) 
or customa-y land (administered on behalf of the Government by Tradi
tional Chiefs). 

Leasing of Customary Land 

The procedures for leasing depend on the location. Briefly the proce
dures are as follows: 

* 	rural areas - contact the village headman, then the Traditional Auth
ority, then the District Commissioner; 
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" Blantyre, Zomba, Mzuzu - contact the District Commissioner for permission to lease. Once this has been obtained, contact the Department
of Town and Country Planning, PO Box 30385, Capital City, Lilongwe3 (tel: 733666), or one of the regional offices, and the Department ofLands and Valuation, P/Bag 311, Capital City, Li!ongwe 3 (tel: 732688),
to begin the legal process for leasing; 

* Lilongwe  apply in writing to the Department of Lands and Valuation 
(address above) for permission to lease. 

Acquiring a plot on unleased public land or land in Statutory Planning
Areas 

* permission must be obtained fiom the Department of Town andCountry Planning ".-ddress above). Statutory Planning Areas are located in Lilongwe, Blantyre, Zomba, Balaka, Liwonde, Mangochi,
Kasungu, and MzUzu. 

Sub-leasing 

0 To acquire a plot of land already under lease, identification of a suitableplot should be done through the District Commissioner. Applications
for sub-leasing can be obtained and should be submitted to:
 

Lilongwe - the Controller of Lands;
 
Blantyre, Limbe - the Regional Lands Officer;
 
Liwonde - the Town Clerk; 

All other areas - the District Commissioner. 
Note that some lending institutions require that land be leased before any
investments can be made. 
If the land is a large rural plot, a map or survey of the land area must be
submitted with any application to lease. 
You must also check with a legal practitioner die details of the legalrequirements for leasing the plot of land you are interested in obtainingfor your business. The Land Registrar in your nearest Regional LandOffice will also be able to provide details on the type of land where theplot you are interested in leasing is located and legal requirements for 
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leasing such land. He will often also be willing to check through the details 
of the lease agreement with you. 

It may be possible to get a loan for building new premises (See Chapter 
11: Where to borrow money). 

Before vou make a final choice of premises, make surc the facilities 
provided are adequate. You should check carefully: 

* security - make sure the buildings are well built with strong doors having 
good locks atd well-fitted windows with burglar bars; 

* access - check that it is easy for you and your customers to get to the 
building and that there is sufficient space for car parking and delivery 
of supplies; 

" 	services - ensure that required essential services are provided (elec
tricity, water, waste disposal and telephone); 

* 	adaptability of design ie, will it be possible to enlarge or easily change 
the design of the premises if this should be needed in the future? 

* 	do the premises fit the needs of your business, eg. ceiling height, floor 
area, number of rooms, etc 

Before you sign a lease (rental agreement) read it carefully and always 
check through it with a legal practitioner (lawyer) and also an accountant 
if necessary. Make sure that the lawyer is registered under the LEGAL 
EDUCATION AND LEGAL PRACTITIONERS ACT (Chapter 3.04). 
The Government Gazette of 17/5/90 gives the most recent list of licensed 
legal practitioners with their business addresses. Always check the legal 
fees to be paid - these are fixed by law. 

All terms (conditions) of a lease are completely negotiable ie. they can be 
discussed and agreed upon by the landlord and tenant or their repre
sentatives. These conditions will be affected by the demand for property 
at the time and on the negotiating strength and skills of the people 
involved on each side of the discussions. In particular, you should check 
if you can negotiate: 

* 	a lower initial rental - you may be able to get a reduced rental for a 
certain period from the start of the lease; 

1 	reduced annual escalations (the amount the rent is due to go up each 
year) - most co_)mmonly in Malawi the rent is fixed for a certain number 
of years after which it is reviewed and adjusted (usually increased). 
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But in cases where the rent is increased each year, you may be able to 
reduce the amount by which it increases; 

" a rent-free period - sometimes it may be possible to agree that for a 
certain period no rent will be charged; 

* 	payment by tile landlord for" improving or renovating (renewing, re
pairilig, restoring etc.) tile property or agreed parts of it; 

" payment by the landlord of any of tile outgoings connected with tie 
property. For examl)e: 
- charges for services like water, electricity, security guards and waste 

disposal; 

- costs of external maintenance (the tenant usually pays for interior 
nailtenllance); 

-	 annual insu rance prenliums. The landlord often only insures the
 
premises against fire. Tile tenant is usually resl)onsible for insturing 
the contents of the building; 

-	 city rates. These are often tle largest annual outgoing in urban areas; 

- ailllal grotil reit. Tis applies for property which is being rented 
by the landlord himself from the Governnnt. 

The landlord usutally leases his property from (rie Government. You 
should check whether there are any' conditions attached to this (the head 
lease) as they may in turn affect the conditions of your lease. The Regional
Lands Officer will be able to advise you, on these details if you wish to 
confirmii what you may have been told by the landlord. 

Some particular tlings to look out for ila lease: 
* make sure that the lease clearly states the extent of the premises being

let. All leases inMalawi refer to a plan attached. This is an accurate 
drawing representing the premises which accompanies the lease; 

* the term (length oft ine) of a lease is important. A long lease may cause 
probletls if you wish to charmge yourNmind later. A shorter lease withthe possibility of choosing to renew it at tIme end of the lease period 
may be more suitable, although this depends on the current economic 
conditions and your choice of premises; 

o 	how do the conditions of the lease compare with leases for similar types 
of premises itnyour area? 



" 	make sure that the proposed use of the building does not go against 

any conditions of tie lease; 

" 	in some cases you may be asked to pay rent for a certain period in 

advance and you may be requiired to sign a personal guarantee (a 

statement that youi will p)romnise to pay the lent as agreed). Less 

commonly you might liced to pay : delosit (eg. one month's rent) 

which iliay be used to cover anylent arrears (overdue paylments) and 

to cover repairs of damage caused to the p)reiilises; 

" 	verbal leases ie. witliout any agreement in writing, are allowed by law 

for leases for pe-riods less than 3 years and are Ibinding (have to be 

followed) under tie law, but they are not reconmended. It is always 
better to have a wr itteni agreiiletit which call be referred to at any tillie 
especially where tI ie is argullellt abou soie condition in tlhe lase; 

* 	does tie Icase allow you to sub-let tlie premises (rent theIl out to 
someone else) - lila1 iy leases do not permit this. 

For any written lease to be legal, it has to be submitted for payment of 

stamlip dity' to the Stampl) Duty Conmmissioner. This duty is paid by the 

lessee (the person renting tie property froin the landlord or lessor) and 

may be a large amount, depending on the size of the aninal rent. All 
leases for periods over 3 ears have to be in writing, in a recomnmenled 

form, amid must be registered at the Regional Lands Office by a Land 

Registrar. Anywhere else they must be registered with a Deeds Registry 
Office, by a Deeds Registrar. 

In general the move detailed a lease is the better, especially when stating 
who (the laidlord or tenant) is responsible for payment of the various 
outgoings mentioned above. \Vhere this is not stated, such payments are 
covered by law and usually have to be made by the tenanit. 

Make sute that the premises you choose or plan to build comply with: 

* 	 town planning regulations - ce rain parts of the conttry, particularly 
urban areas, are covered by these. In this case you nmust send in detailed 
proposals for the use of the building, together with any plans for a 

proposed new building, to the Regional Planning Office for approval; 

* 	city or in unicipality by-laws. For example, the City Engineer will have 

to check arrangements for waste disposal; 

* 	health, safety and welfare regulations. These are detailed by the 
F,AkCTORIES ACTI" (C(hal)ter 55:07) and cover not only factories but also 
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certain other premises where 5 or more persons are employed in 
manual work eg. bars and restaurants. Retail premises however are not 
covered by these regulations. Factory inspectors, under the Ministry of 
Labour, have the duty to see that such regulations are complied with. 

You need also to think about how the premises will be affected by tax 
laws. Rent payments are fifly deductible for tax purposes. In other words 
these will be taken off from the total of taxable income used to calculate 
the amount of tax you will pay. If you build new premises and/or put in 
new or u:msed equipment for certain types of business, you will be entitled 
to a ger.erous capital allowance (investment allowance) on the costs 
involved. For more details of this and other allowances see Chapter 12: 
Grants anl other incentives and Chapter 1H: Taxation - business profits. 
You have probably ,'ealised by now that obtaining suitable premises can 
be a long and complicated process. The notes above cover briefly only
the n,,ain points you should think about. You should certainly look for 
professional advice to help you with the details of the various legal 
requi ements and for checking through the conditions of the lease. 

Further Information and Advice 
* 	\'our accountant or auditor. 
* An Estate Agent registered under the Land Economy Surveyors, 

Valuers, Estate Agents and Auctioners Act No. 5 of 1989. 
* Relevant laws of Malawi: Lands Aquisition Act, Cap. 58:04; Land 

Survey Act, Cap. 59:03; Local Lands Board Act, Cap. 59:02; Regis
tered Land Act, Cap. 58:01; Town and Country Planning Act, Cap. 
23:01; and Factories Act, Cap. 55:07. 

* 	Architects, Quantity Surveyors, Consultants and Contractors regis
tered by Architects and Quantity Surveyors Registration Board, 
Cap. 53:02 and Consultants and Contractors Registration Board, 
Cap. 53:05. 

* Other relevant Acts such as Deeds of Arrangements Act, Cap. 11:02 
and Deeds Registration Act, Cap. 58:02. 
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5. Advertising and marketing 

You may have the best product of its type available or you may have the most 
efficient business administration methods but unless you can sell your pro
duct, you will not be able to make a success of your business. This means not 
only attracting orders for your product and turning these into sales but also 
the whole process of distributing your goods and providing the required 
after-sales support. 

You must also keep abreast with changes in customer demands so that you 
don't end up tr-ying to sell an obsolete product (one that is out of fashion or 
for which there is little demand). One of the most common causes of failure 
in small businesses happens when the manager of a business is so busy with 
day-to-day matters that he fails to notice changes in demand for his product. 

Take Note 

The secret of successful marketing is to know your customers needs, to 
know where they are, and to contact those whom you think might be likely 
customers. You must therefore: 

" choose your advertising methods carefully. Try to advertise a spe
cialised product in a specialised publication if one is available. For 
example, you could advertise agricultual products in a farmers n,1 Vs
paper or sports products in a sports journal; 

* aim 	your product promotion at the section of the public you can or 
hope to suppIy. 

You may be able to use one or more of the following methods of 
advertising: 

') national newspaper advertising (Daily Times or Sunday News); 

* 	advertising in specialised publications e.g., farmers papers, sportsjour
nals, school magazines; 

* 	national radio advertising (MBC); 

* 	display posters; 

* 	using a display stall at a trade exhibition; 

* 	sponsoring local community events. 
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Be careful when choosing tie methods to use. It may be better to divide 
your advertising between several methods rather than putting .ll your
promotion funds into one method. For example, not all of your possible 
ctlstomers I liste nayto a particular radio programme or read a particular
Iewspa)er. 

U'nless yoll are very fortul late yoU will Iave Competition from other
businesses also wantilig to sell the same types of products you are
interested il plronlotinig. You should therefore try to highlight the strong 
points you Iave coimipared with the competitors Which may include: 
* lower price; 

o improved prodlct or a1better product range selection; 
* bettel deliverv or after-sales service. 
Do not enter in to a "price war" withI a large competitor company as they
will have more resources thai you and thus you are likely to lose. A price 
war occurs when competiiors sellin g the same product repeatedly reduce
their prices to less tI ll the competitors' in order to attract customers. 
Your advertising nee Is to be as professional as possible to have the best
effect. Larger Comp).llies lise advertising agencies to produce adverts for 
them lut this May be very eXl)Ctlsive. 
You may be able to flid ,an iindependent coniiiiercial artist or a good 
printer to ielp you with design of printed adverts. 
It is a good idea to create soime kind of corporate logo (a special emblem 
or symbol represeiting your business). Use this on eveiything you can 
eg. plastic bags, business stat ionary, all printed adverts, on the outside and
inside of your premises, on your isilless vehicle etc. In this way people
will begin to recognise the logo and become familiar with your business. 
Tle design does not leed to be very Complicated or colourful --; long as
it catches the atteltion of people and gives a good business image. 
Remember thIat 1-egllar advertising helps to kee l) your business name in
customners' minds and tlis is important in producing demand and fitute 
sales. 
You will need to regularly re-examine your market and check how
effective your advertising is. You must be adaptable and willing to change
your advertising if you are not getting good results i.e., increased sales. 
Keep as much information as you can about the sales you make such as: 
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* 	the kind of customers who buy your product e.g., their age, social 
background, income level, home location; 

* what the product will be used for (for specialised items); 

* 	how the cistomer got to know about No'111 product. 

It 	is most jni1pGrtant to know about changes in demand. Your own sales 

information will help you do this as well as talking to customers about 

their preferences for different types of produlct i.e., why they choose one 
particular product rather than another. 

Make a marketing plan setting out your objectives (what you hope to 

achieve), the expected cost and the time framework (which activities 
should take place at which time). Try to measure your performance 
against this plan to see if it is working as you planned. 

Advertising and marketing should produce many enquiries about your 

product. It is up, to you and yor"staff to turn these into sales. You and 

your staff m11ust: 

know all about the product and be able to offer good after-sales service 

where required; 
* 

* 	be smart, well-mannered, helpful, friendly, and very good sales people. 

Further Information and Advice 

* 	Graphics Lintas Worldwide Limited, Box 835, Blantyre, Tel.
 

633803/633804 for advetisement design,
 

* 	Malawi Export Promotion Council, Box 1299, Blantyre, Tel.
 
620499 for information on export markets and consumer preferen
ces,
 

0 	 Malawi Broadcasting Corporation (M BC),
 

Southern Region: Box 30133, Chichiri, Blantyre 3, Tel. 671222
 

Central Region: Box 162, Lilongwe, Tel. 720063 for advertising.
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6. Take-over opportunities 

By now you will have begun to understand the amount of work needed to set 
up your own business. One way to reduce this is to take over an existing
business. This may however alsojust replace some of the problems with new 
ones. The most important point is, of course, what do you pay for a business 
which already exists. 
You must first find out whether you will be buying a company or limited 
company (which ownhave their legal standing) or a partnership or sole
trader's business, in which the owners of the business actually own the assets 
themselves. For more information about the legal types of businesses, see 
Chapter 8. 
Because of the different legal nature of these different types of businesses,
this chapter is divided into two parts: Buying a business (i.e., a partnership 
or sole trader's business) and buying a company. 

Part 1: Buying a business 

Take Note 

It is absolutely essential to seek professional advice. The valuation of a
business (estimation of how much it is worth) is a complicated process
and depends on . -any different things. If you tried to bargain for a fair 
price without professional help, yau could lose a lot of money. 
The two most difficult parts of business valuation are stocks or inventory
(the value of the goods and equipment owned by the business) and 
goodwill (an estimate of the value of the trade produced by, and the 
reputation of the business). Usually the sellers of a business will keep the 
cash from the sale and pay off the liabilities (any amounts owing) them
selves. 

If you take over the debtors (anyone who owes the business money), you
should make sure that you get some kind of guarantee as to their value. 
There may be amounts owing which are never paid and are impossible to 
collect. 

There are several different basic methods for valuing a business and these 
may have to be changed to suit particular circumstances. However these 
details should be tihe concern of your accountant and nc! yourself. 
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If the business has been successful then you will probably have to pay for 
goodwill which is really a payment for future profits that the business will 
produce. Calculations of the value of goodwill are usually based ol the 
past profit record of the business. You must be aware of tile way that the 
past profits have been calculated before accepting a goodwill calculation. 
For example, was a sufficient amount for the owners' salaries allowed for, 
and will the past profit record be able to be maintained in the future? 

Will the sellers of the business be restrained (prevented by the conditions 
of the sale) from setting up a new business in competition with yours and 
thus possibly taking some valuable customers friom you? 

The amount calculated for the value of tangible assets (those items which 
can be actually physically touched -and thus not including goodwill) must 
show their "value to the business" which is really their replacement cost. 
This is how much it would cost to replace the item if it were not available 
to the business. This is particularly true in the case of fixed assets e.g., 
the building itself, fittings, business vehicles, etc. It is unlikely that the 
value of these assets in the books of the business (the financial records) 
shows this because of annual allowances given for tax purposes to allow 
for depreciation. These are fixed allowances to take account of ageing 
and use of the item 

For example, business vehicles have an annual allowance of 20%, so aftcr 
5 years a vehicle would be worth nothing for tax purposes but of course 
may cost a lot to replace even with one of similar age and condition. So 
it can be seen that correct valuation of assets is always an important 
negotiating (bargaining) point. 

For taxation purposes and in order to write up your own books (financial 
records) the amount you pay for a business needs to be divided up into 
the following types of assets being obtained: 

* 	stock - the items you sell; 

* 	fixed assets - for example, buildings, fittings, business vehicles, etc; 

* 	current assets - such as cash and debtors (people who owe the business 
money); 

* 	intangible assets - those items which cannot be physically touched e.g., 
goodwill. 

The above is the best way for the assets to be split as this would give the 
most tax benefits. For example, the cost of the stock is deductible (can be 
subtracted) directly from the first year's profits. Although the above order 
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provides tile most benefits for the purchaser, it gives least benefits for thevendor (seller). This again shows the importance of proper negotiationof the valuation of assets. Of course, the Collector of Taxes will lookcarefully at the values given for each type of asset, so auy valuation needsto be comtuei-ci;dIlyjiistifi.a)le i.e., must be able to be defended according
to tile financial details of the business. 
Before you imake 1iht final decision to buyI a business, try to find out asmuch as you can about it. You must get to know the customers, suppliersand staff. If you are planning to buy a sole trader's (one-man) business,you must make sure that the previous owner's business contacts will be
happy to deal with you instead. 
As well as getting to know the people who have been involved with thebusiness, Von should also find out about the way the business works. Make 
sure vou know all about: 

* the nmanufact uring process; 
" the premises and facilities available; 
* the accounting system - the way the financial records are made; 
" employment procldures and rules; 
* any other details about running the business.
 
Before completing your negotiations 
von must ask a legal practitioner(lawyer) who has experience of these nmatte-s to write out an agreementfor purchase of the business. This will give full details of what you arebuying and the duties of both the purclaser and the vendor. It is mostimportant that you understand and are able to agree on these pointsbefore you make a final decision. It will be much more difficult to sortout a disagreement between yourself and the vendor after you have been
running the business for some time. 
The vendor is usually expected to give certain warranties (guarantees).For example, a warranity that debtors will be able to pay up i.e., that theywill be worth the monevy paid for them. Your legal practitioner andaccountant will be able to help you put these things into an agreement. 
Employees ofa sole trader or part nership may have employment contractswith that business. You must get permission from them to transfer
(change over) their contracts to your business. 
Before you finally decide to buy a business, make sure yo, do have enough
money available to carry out the purchase. 
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Payment of certain taxes may be required when youilpurchase a business.
 
As these are complicated and depend on tile type of business, you should
 
check these with your accountant. 

Further Infbrmation and Advice 

* Your accountant or auditor - for advice on the financial aspects of
 
buying a business.
 

* Your legal practitioner - for advice on legal matters. 

* Your bank manager - for guidance on business valuation. 

* DEMAIT - f,r general advice on j)urchasillg a business. 
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Part 2: Buying a company 

Take Note 

The advice given in Part 1 on buying a business also applies to buying a 
company. For the difference between these types of organisations see 
Chapter 8: The right legal structure. In particular, you must get profes
sional advice and make certain you have enough finance (money) before 
you make a decision to buy a company. 
The financial statements of a limited company must by law be audited 
(examined and prepared by an auditor). This means that an independent
expert has checked the statements and so they can be relied upon much 
more than unaudited statements. This may make the valuation of the 
business easier as the financial information on which the calculations are 
based is much more reliable. 
The financial statements of an unlimited company, on the other hand, do 
not need to be audited but must be checked by an accounting officer. 
This gives a degree of reliability as to the accuracy of the figures. 
When you buy a company you must remember that yoo obtain everything
which it owns and owes, including all liabilities whether these are revealed 
or not. It may be better therefore for you to obtain only certain assets 
rather than all the assets of the company. You should ask your accountant 
for guidance about your particular position with regard to this. 
Make sure that the business owner is not trying to sell a "tax loss" as an 
asset. It is true that usually business losses can be set off against future 
income. This means that the losses made by a business in one year can 
be carried forward to the next year to be subtracted from the total income 
(money taken in) calculated for taxation. But the Taxation Act does not 
allow a business to be sold or a change in share holding to be made (where 
a part share in a company is sold) simply in order to take advantage of 
this allowance for losses. 
When a share in a company is transferred (sold to someone else), stamp
duty must be paid on the fair market value of the transferred share. This 
is usually payable by the purchaser. 
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7. 	 Franchising and other ways of 
starting your own business 

You may have the skills and personal qualities needed to start your own 
business, but may not be able to decide what type of business you want to go 
into. 

Whichever way you use to find a business, always remember to seek advice 
from your accountant and legal practitioner before involving yourself in any 
business opportunity. 

Franchising 

This means running your own business but selling someone else's product. 
Although there are only few businesses of this type in Malawi, there is no 
reason why, if you are interested in this kind of business opportunity, you 
shouldn't approach businesses which operate franchises in other countries 
in the region, with a view to starting one here in Malawi. Typical franchise 
operations include fast-food (take-away) shops eg. hamburgers, pizzas, fried 
chicken; printing services and photographic developing services. 

Take Note 

Starting a franchise operation does not have as many risks as setting up 
your own business from nothing. You may also have the advantage of not 
needing to build up demand for the product or service. 

As a firanchisee (franchise business operator) you will have certain other 
advantages compared with a person setting up a business on his own. 
However you must remember that you will still be running your own 
business. All the advice given in Chapters 1 and 2 will still apply to you. 

The franchise agreement is the foundation of an) franchise operation. 
You must examine this very carefully and it is important to get the advice 
of your accountant and legal practitioner before you enter any such 
agreement. The things to look out for depend of course on the type of 
business it is, but you should think carefully about the following: 

" will you be able to deal with the technical requirements of the product 

or service you will be selling? 

" is the product or service being supplied exclusive ie. will you be the only 
supplier in the area, or will there be any competition to supply the same 
product or service from other suppliers? 

29 



" how much control will the firanchisor (tile business owning tile fianchise 
operation) have over your business and how much help will they
 
provide?
 

* 
 try to check on the financial strength of tIe flanchisor- has the company
been running successfully ati d profitably and for how long? 

" if possible, talk to other franchisees about the firanchise type of business 
and how the system works, iarticularly involving the franchisor you are 
interested ill. 

* 	 if tle fraclisor is running a business which is likely to be affected by
changes in teciliology (developiments in equipnent and processes), will 
he have tit skills and mon1v re(quired to keep ip ,,ith !he market? 

" how long is the franchise agreemtent for and what ;ar-( the arrangements
for ending it-, What fees will have to be paid? 

* 	 if tie pl(odtcts to be supplied or equipment to be used are obtained 
ablroad, what are tie delivcrv times atd risks of delays and is there any 
l)ossilbility of losing forcign ctlrltncv as a result of these or other 
prol)lhtst.- there anyAre inport duties or regulations which n ight
affect tie pi Wc of the product. 

Other ways of starting your own business 
There ,uay be other ways of starting your own business. These nay particu
larlv suit you if yoll have the skills, l)esonal qualities and a good idea wlhich 

•you wait to follow but do not have the mtonev available which will be needed 
to go ahead. Oin Ile other hand you uav Iave nione available to invest inl
(put in to) a buishICss but be undecided as to exactly tilte kind of business you
should be interested itt starting. There ate places arrangements can be mache
for von to lleet people who might be tle ideal partner ill the business for 
which you are hl(oking. 

Take Note 

The I)evelopmtetnt of MNalawia TIracders Trust (DEMA'IT) may be able to 
put yout in touch with people looking for those who want to invest money
in a business, or; DEM.I"ll'tay be able to put you itl touch with existing 
owners of a business who wish to sell it, or who are looking for someone 
to invest illtheir busitness. 
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Further Information and Advice 

* 	Your auditor or accountant - for financial analysis of the business. 

o Your legal practitioner - for legal implications of ihe franchise 
arrangement. 

* 	National newspaper - adverts for business opportunities. 

• DENIA1I', for general information on business opporttnities and
 
business advisory service. Assistance is available for both small and
 
medium scale enterpreneurs, existing businesses or starting up new
 
ones, needing loans or not. DENIAT" Regional Offices:
 

South, P.O. Box 1727, Bl:ntyre, Tel. 636522 
Centre, P.O. Box 555, Lilongwe, Tel. 72289 1 
North, P.O. Box 239, Nzizzu, Tel. 3324123 
DEMA-1-I lead Office, P.O. Box 1540, Blantyre, Tel. 635466 
and 635060, 

* Trade missions of foreign governmelnts (located in their Embassy
 
or High Commission) - for information on franchise operators in
 
their country, where these exist, e.g., South African Franchise
 
Association, 1)I/Bag X-, Auckland Park 20(16,johannesburg (tel:
 

(011) 726 5300) 

* 	Associated Chamber of Commerce and Industry of Malawi, Box
 
258, Blantyre, Tel. 671988 for general investment opportunities,
 

* 	Malawi Export Promotion Council, Box 1299, Blantyre, Tel.
 
620499 - for investment opportunities includingjoint venture with
 
foreign investors in export-oriented investments.
 

* 	Ministry of Trade, Industry and Tourism, Box 30366, Lilongwe 3,
 
Tel. 732711 - for general information of investment oppoI tunities.
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8. The right legal arrangements 

It is a common misunderstanding that the first thing you need to do to set 
up your own business is to form a company. Although a limited company 
may turn out to be the best legal arrangement for your business, this is not
necessarily the case and you need to think about the other legal frameworks
for businesses which may be possible and in your case, more suitable. In this 
chapter, a brief description is given of the main characteristics of the different
legal structures available. The best one for your business will depend mainly
on your personal circumistances and on the type of business you want to run.
It is important to remember, as with most other points to be considemed when
starting your own business, that you must seek good professional advice
before making any vital decisions. This will save you a lot of time and
probably help you avoid getting into serious difficulties at some later stage. 

Take Note 
Types of Private Commercial Entities (Businesses) 
* Under Malawi law, there are three types of company as well as partner

ships and sole proprietorships which may carry out business for profit. 
" There are also other strLctures such as trusts, guarantee companies and 

cooperatives, which are covered by special legislation and usually
operate on a non-profit basis. Discussion in this chapter will be re
stricted to the first types of business i.e., those carried out for profit. 

Laws Applying to Private Businesses 
0 	 The relevant Acts of Parliament covering the setting up and running

of private profit-making businesses are as follows: 
- the Companies Act 19841 (Chapter 46:03), which applies to limited 

and unliinited companies; 

- the Partnership Act (Chapter 46:04), which applies to partnerships; 
- the Business Names Registration Act (Chapter 46:02), which covers 

registration of firms and persons carrying on business under a 
business name (see Appendix 3 for details). 

Types of Company 

Under the Act, a company may be either public or private. 
* Here we only look at private companies, which are incorporated under 

the Act but unlike public companies place tight restrictions on transfer 
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of their shares, if any. Private companies also cannot have more than 
50 shareholders and are prohibited from offering shares for sale to the 
public. Annual accounts do not have to be filed and an annual 
directors' report is not required. 

* 	A company may be limited or unlimited. 

A limited company may be one where: 

- the liability (financial responsibility) of its members is limited to the 
amount, if any, unpaid on their shares, and is called a "company 
limited by shares", or; 

- the liability of its members is limited by such amount as the members 
agree to contribute to the assets of the company if it is wound up 
(closed down), and is cakled a "company limited by guarantee". Such 
a company is not registered with shares, cannot create or issue shares, 
and is not allowed to operate to make any profit. 

An unlimited company is one where there is no limit on the liability of its 
members. 

Partnerships 

" A partnership is defined by law as "persons carrying on business in 
common, other than as a corporate entity [ie. a company] with a view 
to profit". Persons may include residents, non-residents, corporations 
and companies, in other words, any legal entity or individual. 

" 	Persons who have entered into partnership with one another are called 
collectively a firm and the name under which the business is carried on 
is called a firm-name. 

* 	There are no legal arrangements in Malawi for the creation of limited 
liability partnerships, but these may be created in practice by having 
companies as partners or as shareholders of an unlimited company. 

* 	No more than 50 partners (which may be individuals or companies) 
may participate in a partnership. This may be less in any business 
specified by the Minister of Trade, Industry and Tourism. 

* The usual types of partnerships are general partnerships and these carry 
on business with unlimited liability and do not have a formal legal 
position separate from their partners. 

* The following of any loss-sharing arrangements agreed among the 
partners is a private matter between themselves. 
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* A managing partner cal, if empowered under the partnership agree
ment, sue and hold property on behalf of the partnership. 

o 	The al ount ald tfrm of capital paid inl is not regulated by law and is 
iot liable to stmap dutis. 

* 	With a partnier.1i 1 tlhe ability to borrow funds may be limited by thelegal inability to provide secu'it-,/i- the loan. Bills of sale over
llovealble :Iss: ts anld real estate mortgages are the most common foriS 
of security for small businiesses. 

" Rights all l)utis of Partneis ali C:
 
- lnless otherwise .(,.g,,
reed, each of the partners has a full right to take 

part ill ina riagenlert of the part nership; 

- as far a1; tel public is conceiried, each partner has unlimited power
to binid a partiership :nd all of its pariners in all matters connected 
with tie btsiness; 

-	 notice to an i:itnership can be served oilj any partner and the person
isjointly liable with his pari-nirs foi all obligations and debts which 
may arise (1111 i1.g his pcriod of pai-t,,rship. 

" 	Changes ill tlte artlcl.-,;lip 
- All changes in th, composition of a partuershitp must be advertised 

generally anrid il;.o notified iidividuallv to the parties involved, in
order to release tlhiem from personi lilibility on retirement. 

- All changes must dsO be regitei e_ if the business is covered by the 
Business Names Registration Act. 

Sole Proprietorships (Solc-Traders) 
* 	These iivolve iilclivi(Ii :als and are usually restricted to small profes

sional a d oil r eCritt 'preneuriial activities. 
" They are riot cover d by ,iy specific legal requirements other than

those which apply to businesses inl general, such as the Business Names
Regist;tio Act and the various licencing requirements. 

0 No separate le-gal idettity for the business is established and there is no 
limitation of personal liability. 

* 	The ability to borrow funds may be limited in the same way as for 
partnerships. 
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Further Information and Advice 
* 	Your auditoi or accountant - for advice oil tile financial points to 

be considered with tile different tV1 es of business. 

* 	Your legal practitioner - for"advice on the legal implications of the 
various types of business structulre. 

* 	The relevant Acts of Pailiaeient - for detailed information on the 
laws applying to each type of business. 

000D 
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9. Setting up your business 

The steps which you will need to take in order to set up your own business 
will depend on the type of legal siructure (see Chapter 8) which you have 
chosen. As it is vital that this process is done correctly, you should seek
professional help from your accountant and/or your legal adviser before you
proceed. This will help you to avoid mistakes and possible later difficulties. 
This chapter outlines briefly the relevant steps necessary to set up the various 
types of business and some important points to be remembered in running 
the business. 

Take Note 

PRIVATE COMPANIES 
Private companies are incorporatd under the same Act (the Companies Act 
1984) as public companies (corporations) and there is nothing in the name
of a limited company to show whether it is public or private - all must have 
the word "Limited" or "Ltd" as the last part of their company name. 

Shareholders: the minimum number of shareholders is two and the
maximum is 50, apart from employees and any former employees who
have continuously held at least one share since !eaving employment.
Shareholders can be individuals or other corporate entities (companies 
or corporations) and need not be Malawi residents. 

Permission: before the incorporation procedures can be started, per
mission must be sought, using a local corporate lawyer (legal practi
tioner), through the Registrar of Companies, from the Ministry of Trade 
and the police. Details of intended business operations and how they
will be controlled and financed are required, together with the name of 
the proposed company. Apart from the cb,: of name, the other 
information provided is not binding (i.e., it may be changed later, if 
necessary). 
These extra steps required before incorporation can begin may take from 
3 months to one year. 
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Memorandum of Association: this must now be prepared with the
 
assistance of a lawyer and represents the constitution of the company.
 

For a limited company (i.e., one limited by shares, as this is the only type
 
allowed to operate to make a profit) this must follow a form specified in
 
the Act and must state:
 

" the name of the company;
 

" any restrictions, if any, on the business to be carried on by the company;
 

* the amount of share capital with which the company is to b- registered, 
and the division of this into shares of a fixed amount; 

* 	details on different classes of shares, if these exist; 

" 	that the company is a private company and that the liability of its 
members is limited; 

* 	the full name, address, and occupation of each member. 

For an unlimited company, there are similar requirements, except that: 

* 	the memorandum does not need to follow any specified form; 

• 	 the number of shares with which the company is to be registered must 
be stated (rather tham as above); 

* 	there must be a statement that the liability of its members is unlimited. 

In all cases, the memorandum must be dated and signed by each member 

in tie presence of a witness, who must also sign. Each member must write 

opposite his name the number of shares for which he subscribes. 

Art cles of Association: these may be registered along with the Memoran
dum and consist of a statement of the rules or by-laws of the company 
covering its administration. Your lawyer will be needed to assist in their 
preparation. If these are to be registered for a limited company, they 
must follow a form specified in the Act and may contain any or all of the 
regulations contained in the Act. 

The articles cover the rights of shareholders, transfer of shares, alteration 
of capital, general meetings, votes of members, directors, the company 
secretary, company seal, dividends and reserve, accounts, capitalisation 
of profits, appointment and duties of auditors, company notices, winding' 
up and indemnity of company officers. 

The Articles must be dated and signed in the presence of a witness, by 
each member signing the memorandum. 
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Registration: the tnernoranidun and the articles, if any, must then b(c-livered to the Registrar of Companies, PO Box 100, Blantyre (tel635077), for registration purposes, together with a "statement" in '1specified forin which comtains the following particulars:
* the full name (togetler with ainy former or other names), residentialand postal address, aid occupation of each of the first directors and

the secretary of the company; 
* the situation and postal address of the comlpany's registered office; 
* any further particulars as may be required.
 
This statement 
must be signed by or on of thebehalf of the signersmemorandun and must contain an agreement signed by each of thenamed directors and the secretary to act in the relevant capacity for the 
company. 
Once the mnuenorandun is registered and the registration fees are paid,tl., registrar issues a certificate of incorporation. From this date, tiecompany has perlrament existence unless it is wound up or struck off theregister. It has its own legal status and is entitled to begin business, borrowmoney and sign binding contracts without further formalities (proce
dures). 

Registration Fees: the main p:wt of these is a fee of 0.5% of the autlorisedshare capital. A relatively higl: figure for this is normal, as subsequent
increases attract a fee of 0.75%. 

Lawyer's Fees: the assisting 1:iwyer's fees are fixed by scale according tothe authorised capital, but are usually not very high. In some cases, youmay also need to pay fees for professional services from other lawyers andaccountants if you have ouight their advice. 

the whole incorporation process, after initial permission has been obtained, takes approximately 3-4 tnonths. 

PARTNERSHIPS 
Partnership Agreement: you shou'd not go into partnership with anyonewithout a formal written and signed partnership agreement or deed.Often people may start up together in btsiness as good friends and end 
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up in disagreement over the terims of the partnership. If the rights and 
duties of the parties involved are specified in advance in a written 
agreement, serious problems may be avoided. Although this is desirable 
it is not a legal requirement. 

Where there is no deed (or other evidence of an agreement), the regala
tions contained in the Partnership Act (Chapter 46:04) will apply. Part
nership formation costs are very-small. 

If you decide to have a proper written partnership agreement, it should 
be drawn up by a legal practitioner and should include: 

* formation; 

* profit-sharing arrangements; 

* salaries; 

* banking arrangements; 

" change of partners; 

" dissolution (ending) of the partnership. 

Legal Requirements: there are no incorporation procedures as with 
companies, but registration under the Business Names Registration Act 
(Chapter 46:02) is required (see Appendix 3) if the partnership carries mn 
its business under any description, other than the names of all its partners. 
Registration of a business name does not protect it fr'om use by others. 

Although this may take a long time to be officially approved by the various 
authorities concerned, a partnership exists legally fr'om the date tile 
application forms are submitted. 

The only information available for public inspection is details of the 
partners filed under the Business Names Registration Act. 

SOLE PROPRIETORSHIP (SOLE TRADER) 

There are no specific requirements for setting up as a sole trader, other than 
registration of the business name where necessary and following the various 
licensing regulations. 
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FurtherInformation and Advice 
* Your accountant or auditor - for advice on financial aspects of

setting up your business. 
0 Your legal practitioner - for advice on the legal requirements ofstarting a business, such as registration, licensing, and preparationof any necessary documentation for incorporation procedures. 
* The relevant Acts of Parliament  for details of the laws applying to

setting tip your particular type of business. 
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10. A plan for the business 

Before you start your new business you will have to be sure that it will produce 
enough cash to be able to pay your creditors (those who you will owe money 
to, e.g., suppliers), expand the business and of course to live on. 
At the beginning you will usually need to borrow some money (see Chapter 
11: Where to borrow money). Any of the organisations which lend money to 
you will want to see a business plan. This plan will help you work out how 
much money you will need and also give you something to check your 
progress against. 

If you don't know how to write a business plan, your accountant will help you 
but you must yourself understand the main financial details of the business 
and the way the plan is made. 

Of course, the business plan has to be made to suit the particular business 
you wish to manag-.:. It is not possible to use a standard plan for all businesses. 
However, the main parts of business plans are the same. These are an income 
statement, balance sheet, cash flow forecast, and sales and production pro
jections for three to five years. Although the details of these will depend on 
the particular business concerned, the general outlines will be very similar. 

Examples of these types of financial statements are found in Appendix 4. 
It can be seen that writing a business plan is fairly complicated and you should 
definitely get professional advice, unless you have prepared one successfully 
in the past. However, tiy to let your enthusiasm for your project show through 
in your plan. 

Take Note 

Financial points in the plan 

You can divide your ideas for the plan into two main areas: 

* estimated figures, and; 

" assumptions. 

Estimated figures are your calculated amounts for likely sales income, cost 
of sales, and expenses for business administration. 

Assumptions are the foundation of your plan and must be stated. These 
are informed (wise) guesses based on accurate historical information and 
will probably include: 

41 



" the expected annual rate of inflation (the percentage that the cost of 
living changes illone year); 

" 	the expected rate of taxation; 

* 	tile expected interest ratcs offiiancial institutions e.g., banks and credit 
organ isations; 

" 	capital expendittre and when this will take place; 

" 	stock turnover (tle average length of time you expect items obtained 
from stppliers to remain iii stock before 1,ing sold); 

" 	debtors collection period (the leigth of tie you expect to take to 
collect iiionev owed to y')u by customers); 

• creditors paimeit peiod,I (the time allowed for you by suppliers to pay 
llIOIeV' oVCd to thtbenl). 

You must not be too ()plill istic wili your assumllptions when preparing 
your bushless l0"i as vni will nit be ahhl iomeet the demands placed on 

Your bisilless miglit be affected by seasonal fluicltations (changes in 
demand Ro prouclts at diferenit ties of the year). 

For exaIlple, if )ou were sullyinig fertiliser, the demand for this would 
be nuch greater during the crop planting and growing season than at 
other times). Renenber to coi sidet this when making your business 
forecasts (estill ates) for tie future. 

Don't forget to think about tilii iany costs involved ill setting up your 
business. Thele will he a period wien you are having to spend significant 
anjoulits of 1iioiiey (caslh oit flow) which will not be balanced by money 
made from sales (revenue inflow). This period mlay be longer thran you 
think. 

When you give details of ie typve and amount of finance that you will 
need, it is best to ovet-estinilate rather than ulld"er - estimiate the figures. 
Financiers (those who will be lendiig you moiey to set up your business) 
will not be very Iappy if voni ret tirti ome tite after starting your business 
short of fRizis :and asking to I)0t iow nii re money. Several th ings may go 
wrong in business, particulail at the start. NoU should tiv to make 
allowances for this in .:ouir estimiates of the aiiiotiis you will need to 
borrow, so that you cai, iandle any problems which might occur. 
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Your source of finance (the organisation you approach to borrow money) 
will need projections (forecasts) for at least a year. If possible you should 
provide forecasts for a longer period. A suitable way of presenting these 
might be: 

* first year - monthly projections; 

* second year - quarterly (3-monthly) projections; 

* third year - annual pojection. 

Your projections should include not only a cash flow forecast, but also a 
balance sheet and an income statement. These will not only show whether 
your business will be profitable but will also prove the accuracy of the 
figures you have estimated. 

The use of a micro-conputer can help greatly in working out your 
projections. Also the assumptions you made can be easily changed and 
the affects of these changes immediately calculated. Although you will 
not have your own computer at the start of your business, your accountant 
may be able to use one to help prepare your business plan. 

It may be worth thinking about getting a computer yourself at some later 
stage to help your business administration, particularly if your business 
becomes very successful and begins to expand quickly. 

Other points in the business plan 

A one or two page "executive summary" will provide a useful description 
of the business. This would include the background to the project, short 
details of the product or service to be supplied, what the finance is needed 
for, the amount you wish to borrow, and the results forecasted. 

The plan should cover all the points given above but should not be too 
detailed. The person considering )'our request for finance will not want 
a long report and if your plan is over 10-12 pages long, you should try to 
reduce it to that size. It is not possible to say exactly what you should 
include in your plan as this will depend on your particular situation, but 
you should certainly think about including: 

* brief information on your products or service to be supplied; 

* a description of the business premises; 
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* appropriate details from your curriculum vitae (educational and em
ployment history) and those of any other people who will be helping 
you manage the business; 

* your marketing strategy - details of your plans for marketing and 
promoting your product or service as covered in Chapter 5: Advertising 
and Marketing; 

* your financial forecacts and details of any assumptions which were 
nmade in obtaining the figures; 

* 	the financial resources needed to set up the business and any changes
which will be required if your assumptions turn out to be optimistic
(more favourable than actually turns out) or pessimistic (less favour
able); 

* 	your estimation of the risks and possible problems which might affect 
the business. 

It is important to say again, that although it is 'ery important to get
professional advice when making your business plan, you must be fully
involved yourself in the plan. It is your plan, you will be asked questions
zibout it, and must be ready to give good answers. A badly presented
business plan is one of the main reasons why a business may fail to get 
the financial support it needs. 

FurtherInformation and Advice 
" Your auditor or accountant - for help in preparing a business
 

proposal.
 

* 	READI Project (USAID), Box 30455, Lilongwe (tel: 723422) - for 
general advice on business opportunities and planning. 

• 	 INDEFUND, SEDOM and other institutions which lend money for
 
setting up a business - for information on particular requirements
 
needed for a business plan presentation.
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11. G -tting financial support
 

The importance of putting together a carefully thought out business plan has 
been emphasised in Chapter 10. You now need to think about where to 
borr'ow the incuey needed to set I ) or nay'Nbe expand your business or to 
provide assistance for the continiued existence of your business and you inust 
also dlecide on the type of financial support wichin will best silii your needs. 

There are va,'ious institutions which are operating ill Malawi to provide 
different kinds of financial hell. This chapter looks at tihe sources of finance 
which may be available to you Alld gives details of wIat each type of financial 
support should be used for. It is iimp)ortanlt that you choose the right mixture 
of financial help which will fit your particular business. 

Sotmet of th ese financial support in stit utions are ulsedlmore often than others 
becau se their serxiccs are better known. It is hoped tmt the information given 
below, wiich is grouped according to tile type of institution, will encourage 
greatel tse. of solnie of tilm.less known facilities where these are suitable for 
your business. 

Take Note 

1. Development Banks 
A. INDEFUND 

Type of project - Indefund%will consider requests for financial help in the 
following areas of business: 

* agricuhture; 

* agro-industry; 

* fisheries; 

* manufacturing; 

* textiles; 

* services; 

* traders (rural wholesalers); 

* construction; 

* mining; 

* hotels and tourism; 
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* 	transport; 

* wholesale//large retail.
 

Types of fin.-mcial help a-ailable:
 

* 	medium and long-term loans. These are possible for capital invest
ments, including working capital. Loan applications for working capi
tal alone will only be considered in special cases; 

* 	financial guarantees. INDEFUND can act as a guarantor for people 
seeking to obtain loans from other sources; 

* 	equity capital. INDEFUND may buy shares in a business. Once you 
have paid back the loan y'ou can buy the shares; 

* leasing and hire purchase financing. In the future INDEFUND wili 
loan nmoney for leasing (renting) and hire purchase purposes.
 

Size of loans available:
 

* 	 INDEFUND can lend between K30,000 and K350,000. In special cases, 
the loan can be greater aian this.
 

Securities required:
 

* 	 mortgage bonds over land and buildings; 

• 	 bill of sale over plant and equipment; 

* charge over business assets;
 

" sureties/guarantees from a third party;
 

" domestic chattels (property or possessions).
 

Documents required from the client (borrower): 

* 	books of records, bakltice sheets, profit and loss accounts, orders, any 
other receipts, invoices etc., or evidence of previous transactions (trad
ing agreements). 

Pay back perid (duration of the loan): 

* 	 this is between 2-12 years. A grace period (a time during which no 
money needs to be paid back by the borrower) may be negotiated for 
certain special projects.
 

Interest Rates:
 

* 	 these are usually similar to current market interest rates and may be 
negotiated. 
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Borrowers Contribution: 

* the client is usually expected to make a significant contribution towards 

the cost of the business project. The minimum is normally 10 to 15% 

of the total project costs. Contribution is preferably cash, but useful 

items needed for the business call be contributed in "kind". For 

example, the land or building cost, if owned by the entrepreneur. A 

pick up truck needed for a business requiring a truck, can be con

sidered. A private car is usually not considered to be a contribution, 
but this is subject to review by INDEFUND for the nature of the 

business. 

Investigation Fee/Application Fee: 

" you must pay an application fee of K50.00 when presenting an app'ica

tion for a loan. This is not refunded if you withdraw the application 
but is refunded if the application is accepted; 

" you must also pay an investigation fee of 2% of the total approved 

amount of the loan. A quarter of this has to be paid before the loan 

being applied for is approved by INDEFUND's board but is refunded 

if the loan is not accepted. The whole fee must be paid before the loan 

money is made available to you. 

B. SMALL ENTERPRISE DEVELOPMENT ORGANISATION OF MALAWI 
(SEDOM) 

Types of projects considered - SEDOM was set up to help Malawian-owned 

small enterprises (businesses) and may loan money particularly for the 
following areas: 

* 	manufacturing; 

* 	processing; 

* 	repair and maintenance operations; 

* 	mining; 

* 	construction; 

* agro-business.
 

Types of financial help available:
 

* 	mini loans. These are loans of up to K5,000 mainly to meet working 
capital needs on a short-term (12 months) basis; 
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" term loans. These loans between K3,000 and K 100,000 to coverare 
acquisition of capital goods and infristruct,,re. Working capital may
also be included. The rel)ayment period is u ) to 10 years; 

• 	 leasing finance. SEDOM will purchase equipuient on behalf of tih 
client and lease it for a fixed period. Once the lease has been paid, the 
equipnen t is offered for sale to the client at a reasonable price. This 
type of assistance cati be up to K 100,000; 

* 	building contractors finance. This is tot luoleh in tMew building itidus
try (construction o:, maintenance) anlioltutsand lange frol K500
K10,000. The ciet ma apply for a fixed amount of a loan to be 
al)ploved by SEIDOM. WI i]e clieit is awarded a conlr;ct, the) call 
use this fixed anlount. ll loan is usually repaid from tIh proceeds 
(receipts) of tIe conItta t; 

* 	credit guarantees. SEI)() has niadv anr-atganltts with two cotmier
cial banks under which overdrafts to entrtepreneults (busillessllen)
'ecOllittletided by SEI)()M may be guamntan 'd for up to 80% of the 

0ro t . 'e1 ieSize of t e ovc( liah cani be between K2,00 and K20,00 
a:id can otnlv be offered to existing SEDOM clients; 

" workshop finance. 'lhis is a new killd of financial assisMInc for 
purchase or cot nsti(tion of a worksllop. 'I'lc miaximutn ailtount will 
be K 100,000, withivduced interest late chi;Ltges a.ulI a lpa)' back period
IN Up to 20 years. 

Securities Requned. Twse dpetIld on the type of loan requiested and 
may include: 

• 	 mortgage bonds, bills of sale, sureties/gtIranitees from third parties,
domestic caltlels, life insurance policy of the client, policy for equip
lll it.
 

Docutlents Required 'trol Clients: 
* 	books of records, balance sheets, profit and loss accounmts, orders, atny

other recei)ts, invoi'es etc., or evidence of previous transactions. 

Pay Back Period: 

• his depetids on the kind of loan involved and may be tip to 10 yea's. 
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Interest Rates: 

* 	18% per year calculated daily on the reducing balance of the loan 
outstanding. On workshop construction finance, the rate is 10% per 
year again on a daily reducing balance. 

Borrower's Contribution: 

* for maize mills this is 30% of the total cost. For other kinds of financial 
assistance it depends on the type of loan and on the client's financial 
position. 

Application Fee/Investigation Fee: 

* 	this fee depends on the amount of loan being requested, but will be 
between K 15-K300. 

C. MACOIHA - SEDOM REVOLVING LOAN FUND 

The Malawi Council for the Handicapped (MACOHA) has a revolving 
loan fund scheme, administered by SEDOM, to help disabled entrepre
neurs. 

The maximum loan available is K1,500 repayable at 5% interest over a 
period of 18 months. There is a 3 month grace period before loan 
repayment starts. 

Loan application forms can be obtained from Community Rehabilitation 
Officers (CROs) who may be found at Agricultural Development Division 
(ADD) centres around the country. The completed form must be sub
mitted to the local CRO for further processing. 

You can also contact SEDOM for more information on this scheme. 

2. Commercial Banks 
A. THE COMMERCIAL BANK OF MALAWI (CBM) 

This bank can provide financial assistance to agricultural concerns and small 
businesses. 

Seasonal Loans for Tobacco Farmers 

0 	 To qualify for a seasonal I-an, you must be a licensed grower, and if 
growing Burley tobacco, must have a production quota from the 
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Government. The land must be classified as estate land and evidence
of ownership must be produced in the form of a lease or title deed for 
the land. 

* Borrower's Contribution. This is a minimum of 30% of the estimated 
crop costs but also depends on the viability of the proprosal (how likely
it is to be successful) and the type of security offered. 

• Repayment Arrangements. A seasonal loan must be paid back at the 
end of the season %'ith 16% interest. The bank requires a Registered
Stop Order. You must also take out full insurance and cede (give over)
this to the bank. 

* Securities Required. These may include mortgages, title deeds, insur
ance policies, bills of sale, etc. 

* Documents Required. To be coasidered for a seasonal loan, you must 
present a balance sheet, profit and loss statement, and forecasted cash 
flows. 

* Additional informatison. Contact the Manager of their local branch of 
the CBM. 

Short Term Loans 
" These are mainly given for working capital and are payable with interest 

of 17% over a period of one year. 
* Borrower's Contribution. This must be approximately 50% for all 

short-term loans. 
* Securities Required. These may include mortgages, title deeds, insur

ance policies, etc. 
* Documents Required. These are as above for seasonal loans. 
" Additional information. Contact your local CBM branch manager. 

B. TI IE NATIONAL BANK OF MALAWI (NB) 
Seasonal Loans for Tobacco Farmers 
* To qualify for such loans, farmers must be licensed tobacco growers

and, in the case of Burley tobacco, must have had suitable production
quotas from the Government for at least 2 years before the application.
Ownership of land is required and must be shown by producing a 
leasehold or freehold title deed. 
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* Size of Loans. For established farmers the amount available is bet.veen 
K20,000 and KI million. For non-established farmers, the amount 
available is up to about K20,000. 

* 	Borrower's Comtibution. This is between 40% and 50% of the ex
pected loan. 

" 	Repayment Arrangements. As the loan is seasonal, it must be repaid 

with a minimium agricultural interest rate of 16% at the end of the 
tobacco season. The applicant must sign an agreement with the bank 
that the income from auction sales will go directly to the bank. This 
guarantees repayinent to the bank and therefore also acts as security 
for the loan. 

* 	Documents Required. You must submit cash floe and balance sheet 
statements to the manager of your local National Bank manager. 

Short Term Loans 

* These ma)' be available to business people for assistance with working 
capital. 

* 	Repayment Arrangements. Tile duration of the loan is for one year 
and the minimum commercial interest rate for such loans is 17%. 

* Securities Required. These can include life insurance policies (prefer
ably with a surrender value), property, Building Society shares, fixed 
deposits, etc. 

" Documents Required. Applicants must present a balance sheet with a 
profit and loss accounts statement and a cash-flow forecast. 

" 	Additional Information. Contact your local NB branch manager. 

Overdraft Facilities 

* The NB can provide overdraft facilities for business people who have 
an account vvith the bank. 

* The maximum overdraft possible is set by the Bank Manager, after 
considering the nature of the business and other things. The interest 
rate charged is a few percentage points over the current prime rate. 

* Consult your local NB branch manager for further details on how to 
apply for an overdraft. 
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Bardev
 

* This is a credit facility offering high-risk loans. For more information, 
contact your bank manager. 

3. Government Institutions and Departments 
A. GOVERNMENT LOANS BOARD (MINISTRY OF TRADE, INDUSTRY 

& TOURISM) 
* 	Loans can be given for starting business's e.g., shops, maize mills,

farms. The loan committee meets every 3 months to examine applica
tions for loans. 

" Any Malawian citizen may qualify for a loan, provided the person has 
sufficient securities (e.g., house, motor vehicle, etc.) to match or exceed 
the amount of the loan being applied for. 

* 	Amount Available. For an individual loan, this is fiom K 1,000-K 12,000. 
* 	Repayment Arrangements. The loan must be paid back within 5 years.

Interest is charged every qualter (3 months) at a rate of 15%. Failure 
to pay back the loan cali result in loss of the declared securities to 
recover the amount still owing. 

* 	Loan application forms can be obtained froma the Government Loans 
Board, Ministry of Trade, Indlstry & Tourisn;. 

B. MINISTRY OF AGRICULTURE 
The Ministry of Agriculture can provide different types of credit to both 
Farmers Clubs and individual farmers. 

Seasonal Credit 
" This can be made available for use in buying farm inputs such as 

fertilisers, seeds, and pesticides. 
* 	Seasonal credit is a short term loan which must be paid back at the end 

of a harvesting season. 
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" Credit Application Procedure. Individuals within a farmers club esti
mate their input needs for a season. These are then compiled into a 

list and this is presented together with a Seasonal Loan Application 

Form to a Field Assistant. After the loan application is processed, the 

goods requird are sl)plied to the farmers club. 

" 	Althou gh individtial flurmers can apply for seasonal credit, this is not 

encouraged as it is preferred that farmers join a farners club so that 

provision of such services and other assistance can be simplified. 

" 	Rates of Interest. For farmners clubs, the interest on the loan is 12%. 

For individual farmers, it is 20%. 

Short-term, Non-seasonal Farm Animals Credi! Facility 

" Steers can be slpplied to farmers while still v'ery young. The farmer is 

thei responsible for raisinmg the aninial tutil it reaches a recoeneded 

weight (usually after about 6 months). The aninal is then delivered to 

Cold Storage who pay' the Governmlent for it. The Governni)ent, in 

turn, recovers tle cost of providing the stec, o the farmner and pays 

him the diffterence. 

* 	Application forms call be obtained from and should be sent to an 

Extension Plaming Area office. 

Medium-term Farm Animals Credit Facility 

Under this credit scheme, farmers are provided with dairy cowz to raise 

and sprayers/che:uiicals to dip them. 
* 

* 	In order to qualify for this credit, farmers must have 2-3 hectares of 

land for glowing pasture. 

• Securities are requested, although in some cases the land itself can act 

as a sectrity. 

* 	The farmier is given ulp to 5 years tr repay the value of the loan. 

Credit Application Procedure. An application form is obtained firom* 
and submitted to an Extension Planning Area office. If the loan is 

approved, the farmer will be given training in cattle raising. 

53 



* Before any cows are released to the farmer, they are insured by tileMinistry of Agriculture. 

Medium-term Loans 
" These are offered to individuals for the purchase of farm implementssuch as carts, ploughs, ridgers, cultivators, sprayers and wheel barrows.* Repayment Arrangements. The loan must be paid back within 3-7years, depending on the implement. Interest is charged at a rate of15%. 

* Application Procedure. Loan application forms are obtained from andsubmitted to the local Extension Planning Area office. 

4. Non-Governmental Institutions 
A. CHRISTIAN SERVICE COMMITTEE (CSC)

" The CSC is interested in stimulating income-generatingamongst activitieswomen and offers finance to groups of women in support ofthis. This funding activity is a new sheme for CSC.have funded a maize Most recently theymilling project, crop production and chicken
rearing. 

* To be considered for such assistance, the women should belong to achurch which is a member of the CSC.

* 
Application Procedure. An application for financial support, outliningthe idea for the project, is submitted to 'the CSC on recommendation

from the member church. 
* No interest is charged on the loan and the pay back period depends on

the project.

* 
Further information can be obtained from: Mrs. Mzengereza, TheChristian Service Committee, PO Box 51294, Limbe (tel: 652877), orfrom your local church. 

B. WORLD VISION INTERNATIONAL (WVI)

0 WVI can provide a maximum loan of K500 
to people interested instarting a small business. 
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The loan is offered to the neediest people in the community and can 
be used to buy materials and for working capital for various types of 
business, e.g., agriculture, fishing, retaii shops, repair shops. 

* There are few restrictions on how the loan should be used other than 
the business and any technology to be used should be appropriate for 
the community in which the business will be situated. 

* 	Repayment Arrangements. Loans are ustally to be paid back within 
12 months and have a low rate of interest. 

" Application Procedure. Contact the WVI Business Facilitator at WVVI, 
PO Box 2050, Blantyre (tel:6514,4,4) for details. 

Once a request is approved, the client will work with the Facilitator to 
carry out a feasibility study (to see if the project is likely to be successful) 
and to develop a business plan. He will also work out the repayment 
period with the client. 

C. SMALLHOLDER TMA AUTHORITY (STA) 

Long Term Loans 

* These may be offered to new tea farmers for seeds, tea plants, fertilisers, 
insecticides and other chemicals, and pruning knives. 

* 	The farmer is iiot lent money but is lent tile implements and materials 
requested. The total amount of these supplied as a loan depends on 
the number of hectares of land to be cultivated. 

* Repayment Arrangements. The loan is repayable over a 21-25 year 
period, with a grace period at the start of 5 years. Repayment begins in 
the 6th year and the amounts to be paid are based on the income 
received friom sale of the tea leaves. Under this scheme (called the CESS 
system), the STA takes 2 tambala firom every kilo of leaves sold. No 
interest is charged. 

* 	Application Procedure. Application forms should be obtained friom 
and submitted to the Smallholder Tea Authority, Headquarters Offices, 
PO Box 80, Thyolo (tel: 472399). 

Annual Loans
 

• These may be given to established tea farmers in the form of farm
ing/planting materials such as fertiliser, and tea plants for in-filling. 
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" Repayment Arrangements: tile STA recovers the value of the loan atthe end of the year" aftor the sales. A rnhLxillllll of 50% of the farmersincome fiom sales will be recovered. No interest is charged.

" Application procedures: 
a person who is growing tea on public landshould obtain and submit their application fori (lirect to the STAoffices ill Ihiyolo. Those growing tea oil custoiary land slhould contact a Sectional Manager of tire STA for details. 

[). SMALLI IOLI)ER COFFEE AU'IIORITY (SCA) 
Medium and Long Term Loans 
* These loans inay be given to new growers of coffee in the form offarming impIcments and inlputs such as fertilisers, chemiicals and coffee 

plants. 
* The arnllot its of equilment and nimaterials that can be awarded dependon the iltni her of bushes to be llanted and rlie quantity of chemicals 

needed at tIhe Start.
 
* 
Repaynrent Arangeimnts: thelpayback period for a mnedium terni loanis 2-1' yeas, and for a long rerim loan is 8 years at all interest of 15%.
" Application Plrocedh.ire: alpplications-foilrirs may Ie obr i ed from andshould be submit ted to eirlicr tile SCA Field Assist nts who are foundin their field offices or fiom the Development Officers at the SCA headoffice, PO Box 230, \Iztizi (tel: 332899). 

Annual Loans 
* These may be given to established coffee growers who alreadyare
selling their coffee beans in the form of farming implements, and inputs
such as pesticides, fertiliser, and orher chemicals.
 
* 
The anrount of inputs a grower can receive depends on the number ofbushes being grown and the types of inputs needed. 
" Repaynent Arrangements: the \altle of the loan should be paid backwithin one year. Interest is charged at 8 per annum. 
* Application Procedure: as above for medium and long term loan

applications. 
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Further information about loans available from the SCA can be ob
tained by contacting SCA Field Assistants or Develpment Officers at 
the SCA head office. 

E. SMALLHOLDER SUGAR AUTHORITY (SSA) 

* Long Term Loans 

* These may be given to new sugar growers to help in the development 
work (clearing land, setting up irrigation systems, fertilising, etc.) of the 
fields to be used to grow the sugar cane. 

* The amount of inputs given for this loan depends on the number of 
hectares to be cultivated. 

" 	Repayment Arrangements: the loan must be paid back within 20 years 
with an interest rate at which the STA borrowed the capital. 

* Annual Loans 

* 	These may be given on a yearly basis for help in obtaining inputs such 
as fertiliser, other chemicals, water for irrigation, tractor services, and 
labour for cutting the cane. 

* 	Repayment Arrangements: the loan must be paid back within a year of 
the sale of the sugar cane. Interest is charged at 10% per annum. 

No securities are required for either type of loan as growers may only sell 
their crop to the SSA. To be able to apply for the above loan facilities the 
interested person must first join the SSA as a trainee and undergo 12-18 
months training. Advertisements for recruitment are published through the 
local District Commissioner's Office and the local Agricultural Development 
Division (ADDs). 
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5. Leasing and Hire Purchase Possibilities 
A. LEASING AND FINANCE COMPANY OF MAIAWI LTD. 

* The Leasing and Finance compl)any (LF) calI buy equipmientbusinessman or for afanw,"and lease (rent) itto the client. Examples ofeqiilnCnt leased in this way are: cars, trucks, trailers, business equil)ient, factory iiiachiierv, fillri machinely, andc eartlloving equipment. For the future the cOm)alny is thinking about offering similarservices to wholesalers aid retailers. 
o To qualify for a lease hire arrangement, the applicalt does not need to

have a deposit account with LF. 
* LF does not lend money directly to tie client but purchases the requiredeqllipuient and leases this to the client. Ifan iten is not available locally,LF can make arrangeiets to import it into the country.
* The maximum vahe of an iteii which the company can purchase for 

leasing is K I.5 million. 
" Documents Required: the conpany requires applicants to submit anial accounts. Local staff are availale to help the applican prep'are

tiese. 
* Securities Neecled: there is ic)secuiy reiquired for leasing aira

Inelts as the equipielt acts as security. 
ge

* Repaymeit Arratgeniits: the payl)ack period (lepeuls on tie appl icant's financial situation. 
 U sually however, the expected life of thee(uipment would decile i i period of repayment which can be Li) to 
5 yu-s or mre. 

* literest calaiges cdepedil Ilhe type of equipiim(ent being leased, itsvalue, ald whet her it is iew or not. But genierally credit for the !easingaind purchase of'ecurlleni(iei is charged .11atla effective interest rate of 
26%. 

* Alditionial Infriniiation: contact the colilpalny's off Ice inBlaintyre - thea(irress is given at the end of this chapter. 

B. ENGINEERIN(; ANI) FOUNDRY COMIANY 
*1 uhiscoml)any offers for sale maize mills, maize/rice shellers, and feed

mixers, on a hire pu rclhase basis. 
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" Any Malawian may arrange to purchase such machinery as long as 75% 
of the total cost is paid on collection of tie item. 

" The bah rice must be paid within 3 months of tile date of tile first 
payment. No interest is charged. Failure to pay within this period will 
lead to tile machinery being repossessed (taken back) by the company
and it wi.l onl, be returned to the client oil settlement of the amount 
owing. 

* The company requires general information about the purchaser. Fur
ther details about requirements can be obtained from the company -
address at the end of this chapter. 

C. 	 STEWARTS AND LLOYDS (IALAWI) LTD
 
* 
This compaly offers for sale Liste: diesel engines with accessories, and 

Christy and Norris hamtner imills. 

* 	Any Malawian 1m. aal nllgeto buyN such maclhinery as long as 75% of 
the total cost is pa d oil collection of tile item. 

* 	The balance must be paid within 12 months of the first payment and 
16% interest is charged oin this. 

* 	Securities Rcquired: the comnipany requires references and would like 
to have a guarantee froin a th irl plty. Althotugh collateral securities, 
personal insuIran ce policies, a house, and domestic property can help
in obtaining equipment with lhire purchase agricemient, the company 
may not miecessarily insist on these as security. 

" 	Application Procedrcl,: an application and hire purchase agreement 
form must be complIcted and signed to be considered for such all 
arrangement. Further details friom the company - address at the end 
of this chapter. 

D. 	 BROWN AND CL\PPERTON GROUP 

* 	This company offers for sale on a hire purchase basis Ruston diesel 
engines and electric maize mills complete with accessories
 

* 
Any Malawian may buy such machinet'y as long as 60% of the total cost 
is paid at the time of collection and the balance can be paid within a 
6 12 month period. 
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" 	Interest is charged on tile balance at a rate of 2% per month for an 
agreed period. After this period expires, the interest rate on the balance 
owing rises to 2,4%. If tie customer does not pay up within a given 
period, the machinery may be repossessed and solJ. 

* 	 Securities Required: lie company requires the naine. -f 2 other con
panies the customer has had dealings or a credit accot;nt with as well 
as other securities. 

* 	 Application Procedure: an application and hire purchase agreement 
form must be comipleted and signed to be considered for such an 
arrangelent. 

* 	 Further infor'mation may be obtained from one of the companies 
offices - addresses given at the end of this chapter. 

6. Other Financial Institutions 

A. OLD MUTUAL (0,m) 

* 	OM may give loans to individuals, groups, and organisations whether 
they are OM polic' holders or not. 

* 	 In tile past, loans have been given for construction of commercial 
buildings, warehouses, and offices, as well as for working capital for 
businesses. For business ventures, OM prefers to loan money to those 
who are already in business and have been successful in the past. 

* 	Loans of up to K1.5 million have been given, but the amount of a 
particular loan depends on the certified value of marketable fixed assets 
being offered as security. OM will lend up to 60% of the value of these. 

" 	Securities Required: OM requires the applicant for a Ican to have at 
least 2 of the following securities: a loan agreement, debenture, niort
gage on property, bank guarantee, life insurance policy, Government 
guarantee, or a guarantee by )arents. 

" 	Repayment Arrangeneits: the repayment period can be negotiated 
between 5-15 years. The interest rate for a loan is also negotiable, but 
is pegged to the commercial banks' prime rate (17%). 

" 	Documents Required: the applicant must submit books of accounts for 
the past 5 years. 
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* 	Application Procedure: for details of this and other information about 
loan arrangements, contact one of the OM offices - addresses given at 
the end of this chapter. 

B. 	 TIE NEW BUILDING SOCIETY (NBS) 

" 	Members of the NBS who have a fixed deposit account or a tax-free 
interest deposit account with them may apl)l to take out a loan against 
the money they have deposited or the money can be ceded as collateral 
sectirity. 

* The loan amount cannot be more than 75% of the sum which has been 
deposited. 

* 	Repayment Arrangements: the loan must be paid back within 12 
months. Interest is charged at 3% more than the fixed-deposit account 
earning rate. 

" Contact any bianch of the NBS for further details - addresses are given 
at the end of this chapter. 

C. 	 FINANCE CORPORI'ION OF MAIAXVI LTD (FINCOM) 

This was set up by the Government for 2 main purposes: 

" to act as a buyer on behalf of the Goveriment; 

* to act as a confirming house to assist the lrivate sector in Malawi when 
ordering goods from outside the country. 

Plans are being made for FINCOM to act as a confirming house on behalf 
of sinall/wediuil scale businesses. Two facilities will soon be introduced 
to help entrepreneurs: 

" 	clients will be able to use FINCOM to buy imports from outside the 
counttry; 

* 	FINCOM will provide working capital to business people filling export 
orders. 

For fiither information contact the FINCOM office -address given at the 
end of this chapter. 
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Further Information and Advice 

1. DEVELOPMENT BANKS 

0 	INDEFUND - contact tie cGeneral Manager, Iitlefiund Ltd., P.O. 
Box 2339, Blantyre (tel: 62(02-14). 

) SEDOM - coil act one of their regiomal offices at: 

P.O, Box 525, Blantryie (tel: 636555) 
P.O. Box 256, Lil gwe (tel: 722288) 
P.O. Box 130, M\izu (1i(l: 332605) 

SEDOM has also )lsl)lcd i lalpllilct oil the services they 
offer which may plrovidc IIseflul inforimation. 

* 	MACI IA,/'SEDIOM REVOLVING LOAN FUNI) - contact either 
a SEDOM branch or a Conmmnnikv Rch ;bilitattion Officer, located 
if yol~ocal .\grictlloral Dvelopci lDivision (AI)D) office. 

2. COMMERCIAL BANKS 

STIE COMMERCIAL BANK OF NIAI.AWI LID - contact the 
ilianiager at one of'the lHt bra; iches, 17 agencics or 52 mobile agency 
stopping poinits ocatcdl t:i oligholit the (ouinry. 

* 	NATIONAL BANK OF NIAlUVI - conact the m:nager at any of 
te 15 braiclhes loc ated in tie niin cei itres (lBlaityire, L,imbe, 
Liloilgwe, Karoniga, KasmL,iiI,Mt i, ulgoelIlaije. %Izuzt, Zoinba) 
or at any of ihti bank's agencics ini otlir disinict cuntres. 

oMINISTRY OF A(RICUIjIl credit anl loan schemes - contact 
your local Extension Plannling Area office at the nearest Ministly 
of AgiL'tlture dc uatir :Utit. 

3. NON-;OVERNM ENI'AL INSTIIU.TIONS 

* 	CIIRISTIAN SIRVI(;F C()MMIYI''EE 1;oj-c:t finding - contact 
Mrs. Mzengereza at the CSC office, P.O. Bux 512941, Limbe (tel: 
652877) or your local church. 
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Further Information and Advice (Continued) 

* 	WORLD VISI)N INTERNATIONAI. small business loans - con
tact the WVI Busi icss F:ilirator ill yor aca )rthe WVI office, 
P.O. Box 2050, BLai itvic (tIl: (51.1.t-t). 

*SMAL..101C) I.R "EA Al 7'1"I 	 - Con()RII'Y I, is for tea growers 
tact the STA li taluwit B)x 80, ihyolo (tel:cac s ,(1Iccs, I'.O. 
472399) if' you .1rc glowing tca ,oll public land, or a Sectional 
Manager of dwit STA, if 'you .ac g lo'i ilg tca on cusboluiary land. 

" 	SMAI+IlOl ).R ( l A"l )1"Y loans fo()r coffee growers 1 Ut I 
contact an SSA Ficld Assist atit at a fhl(d office of a Development 
Offe- at ia SCA\ I lcad Ufthie, P.O, Box -30, Niztitz (tcl: 332899). 

* SMAL. 1( )1.I)EIR SU GAR ALTI 1()RITY loans for sugar calle gro
wers - cotitact tlie SSA H eadl of licc, P/Bag 1,Nk otakota (tel: 
295208), or your 1)istrict Cot miissionci-s Office or local ADD office 
for itfor .Iiatiahlt trailling vacanwics. 

4. LEASING AND I11RE P'URCI IASE 

" 	LLASING AND INANCE COMPANY OF MALAWI LTD. - hire 
purchase of Iisincss or fartl i equipiic: t - contact the company's 
office at P.O. B x 1963, Blaltyme (tel: 6262,33). 

* 	ENGINE.ERING ANI) FOUNDRY COMPANY - hire purchase of 
maize mills, maize/icie slllers, anid feed nixers - contact the coti
pany's office at I.O. Box 30-177, Chichiri, Blantyre 3 (tel: 
6712,11/672028). 

* 	STEWAR'IS AN) LLOYDS (NIALAWI) LTD. - hire purchase of 
diesel engines atnd haininer miills - contact the company's office at 
P.O. Box 579, Blantyre (tel: 635033) or P.O. Box 680, Lilongwe (tel: 
721511). 

* 	Brown and Clapperton Group - hit-e lprchase of diesel engines and 
electric iiaize mills - contact the company's office at Box 1582, 
Blattyte (tel: 631,677), l),x D1, Blatityc (tel: 7205.,14 or Box 97, 
mzuzu (tel: 3-200O). 



Further Information and Advice (Continued) 

5. OTHER INSTITUTIONS 

* OLD MUTUAL loans - contact the Old Mutual offices at P.O. Box 
393, Blantyre (tel: 620677) or P.O. Box 30158, Lilongwe (tel: 
730542/730588).
 

0 	 NEW BUILDING SOCIETY loans for members with deposit ac
counts -contact any branch of the NBS or the head office, P.O. Box 
30350, Lilongwe 3 (tel: 733,155). 

* 	FINANCE CORPORATION OF MALAWI LTI). (FINCOM), P.O. 
Box 750, Blantvre, Telephone No. 620102-33. 
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12. Government incentives 

The Government views promotion and encouragement of the small and 

medium scale business sector in Malawi as a valuable and practical way of 

increasing economic and social development. In order to help those involved 

in the setting up and maintaining of such businesses, a number of incentives 

have been established. 

Take Note 

MINISTRY OF FINANCE, CUSTOMS AND EXCISE DEPARTMENT 

TARIFF PROTECTION 
from* 	If a local manufacturer thinks he is facing unfair competition 

imported products, he may apply'for tariff protection. 

* 	If this is granted, tariff rates for the imported products will be raised 

to protect the local producer against the imported product. 

Note that it is not generally the policy of the Government to use direct" 
import controls on products which may compete with locally made 

goods. 

INDUSTRIAL REBATES AND DRAWBACKS 

* Rebates of duty, either reduced tariff rates, or no duty at all, are granted 

on imported materials needed for manufacturing processes in Malawi. 

* Registered manufacturers may also claim a refund of duties paid on 

materials which have been used to manufacture articles which have 

been exported. 

TARIFF REBATES 

0 Goods imported for the setting up of any industrial concern regarded 
by the Government as being of national importance may be entitled to 
duty rates of 15% only. 

MINISTRY OF FINANCE, INCOME TAX DEPARTMENT 

TAX REBATES 

0 	Tax deductions may be granted for: 

- repairs to articles, implements, plant, machinery and utensils used 
for the purpose of trade; 
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- repairs to premises or parts of premises used for business purposes; 
- expenses involved in setting up a new manufacturing business; 
- amounts paid for use or occupation of land or buildings, or for use

of plant or machinery, oi the use of a patent, design, trade-mark or 
copyright, needed for business purposes; 

- losses arising from trading operations; 
- capital allowances (initial and annual allowances) which take account 

of the costs of purchase and depreciation (reduction of value with 
time) of capital items, eg. industrial buildings, business vehicles, plant
and machinery, furniture and fittings; 

- capital allowances (investment allowance) on new and unused equip
ment brought into use in certain businesses in the year of tax 
assessment. 

For further information on these deductions and other business taxation 
details see Chapter 14: Taxation - business profits. 

MINISTRY OF TRADE, INDUSTRY AND TOURISM 

LICENSING 
* Industrial licences for Malawians are only K40.00 per year compared

with K1,200.00 for foreign owned businesses. 
* These and other arrangements for licensing, permits, and registrations,

administered by this and other Ministries and government depart
ments, together with patent, copyright, design and trade mark legisla
tion can act as incentives to setting up a business by providing
protection against competition from unlicensed or unregistered busi
nesses and against unauthorised use of product names, designs etc.
used in tlz business. For further information on licences, permits, and
registrations, see Appendix 3 and for details of patent protection etc. 
see Appendix 2. 

PROVISION OF INDUSTRIAL INFRASTRUCTURE 
* The Governmet r-ovides fully serviced industrial sites for the use of 

entrepreneurs wishing to set up businesses. 
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PROVISION OF EXPORT INCENTIVES 

Under the Export Incentives Act No. of 1988, exporters who are registed 
with the Malawi Export Promotion Council have access to: 

0 	a foreign exchange revolving fund operated by the Reserve Bank of 
Malawi. This facility has yet to be established; 

* 	4% tax allowance on income derived fiom export proceeds; 

* 	drawback on cuty on imported raw materials including packaging 
materials. 

Further Information and Advice 

* 	Ministry of Finance, Customs and Excise Department - for infor
mation on tariff pcotection and rebates - contact the Controller of 
Customs and Excise, Customs and Excise Department, P/Bag 20, 
Blantyre (tel: 620288). 

* 	Ministry of Finance, Income Tax Dcpartment - for details of tax
 
rebates for businesses - contact the Income Tax Department:
 

P.O. Box 250, Blantyre (tel: 620844) (head Office)
 
P/Bag 26, Lilongwe (tel: 723155)
 
P/Bag 15, Mzuzu (tel: 332032);
 

" 	Ministry of Trade, Industry and Tourism - for information on
 
business licenses and registrations - contact the Licensing Officer,
 
MTIT, p.o. bOX 30366, Lilongwe 3 (tel: 732711).
 

* 	For information on other licenses and permits - see Appendix 3. 

" For information on patents, trademarks etc., - see Appendix 2. 

* For details of serviced industrial sites - contact the Ministry of
 
Trade, Industry and Tourism, Industrial Development Depart
ment, P.O. Box 30366, Lilongwe 3 (tel: 732711).
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13. Keeping books and records 

Your business books and records not only measure your past success, they 
are also a basis on which you can try to forecast future performance. Without 
these documents, you can easily lose your way and this may cost you both 
time and money. 

The exact kind of bookkeeping system you should use depends on the type
of business you have. I lowever, there are several characteristics which all 
businesses have and these are covered in this chapter. Also, general guidance
is given on control and infornat;in systems which may apply to your business. 
Your accountant will advise you on the best bookkeeping method for your
business and may help you write up the books. Ile will also know which 
records have to be kept for tax and statutory (legal) requirements. Even if 
your accountant is providing coiplete accounting services for you, it is 
important that you are able to understand the way the bookkeeping methods 
work, so that you can correctly interpret the figures and use them to make 
the right decisions in running your business. 

Take Note 
All businesses will need a bank account. You must first see your bank 
manager and complete a bank mandate form, which gives information 
on the name of the account, the names of those who may sign cheques 
on the account and samples of their signatures. Take the manager's advice 
on who should be allowed to sign cheques and what kind of cheque
crossing you should use as this can give you important protection. In the 
case of a company, the manager will also need to see the Memorandum 
and Articles of Association, and Ceriificate of Incorporation. 
Avoid using your business bank account for personal money transactions. 
These will only cause confusion when you come to sort out your financial 
statements. 

Keep a cash book. This should be divided into headings suitable for your
business. For example you could divide receipts between cash receipts,
debtors, and riiiers, and divide payments between stock, wages, services, 
etc. 

Use your bank statements as a check on your books and records. Each 
time you get a statement, which should be at least once a month, you
should compare the figures with your cash book and make sure they agree.
Remember to note down in your cash book relevant items from your 
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statement such as bank charges, interest, standing orders, and money 
which has been deposited directly into your account. 

In very small businesses the books and records which you need to kee l) 
should be simple and straightforward. As well as your cash book which 
is the main item of :.our financial records system, you may also need: 

* a petty cash book which is used to record small cash payments; 

* a wages and salaries analysis book which shows how you calculated these 
amounts for each employee. By law you must give each employee a 
payslip when they are paid, and you must keep proper records of the 
amounts paid; 

* a file of paid purchase and service invoices marked with the date and 
cheque number with which they were paid. You should also keep a 
seperate file for unpaid invoices; 

o a file of paid sales invoices kept in some useful order (eg. by invoice 
number or (late) with a note on each of the date on which it was paid. 
Keep a seperate file of unpaid invoices which you need to follow ip 
regularly; 

As your business grows you may need to make some -idditions to your 
accounting system such as: 

* a purchase day book in which you record all the goods you buy and 
details of payments for these - date and cheque number or a note to 
say if cash was paid; 

" 	a sales day book in which you record details of all sales and when cash 
was received firom the customers; 

* 	for regular customers and suppliers you may want to keep for each a 
detailed ledger account to help you remember how much you owe and 
are owed. 

Your accountant will be able to show you how to keep these types of books 
and records. 

In the future, you may decide to computerise your bookkeeping system. 
Theit are many types of micro-computers and accounting systems which 
can be used for small businesses. You should seek professional advice 
before choosing a particular system in order to avoid making an expensive 
mistake. 

You should regularly allow yourself some time to check the information 
being produced by your accounting system. It is wise to write a monthly 
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set of accounts. Your accountant will show you how to do this using theinformation contained in your books and records. When you have donethis, look at them carefully and compare them with: 
* your forecast or budget;
 
* 
the results of any previous periods. 

Calculate the gross profit percentage. This is the trading profit beforesubtracting overheads (trading expenses) stated as a percentage of sales.If this figure goes down, it could mean that you are being affected by priceincreases in your supplies/raw materials which you have not passed on toyour customers in the form of increased prices. 

Look carefully at the level of overheads. Make your budget for these asaccurately as you can and then check on any items which seem to be too
high. 

Pay close attention to your debtors (people that owe you money). Makesure you have a good credit control system. Are there any outstandingbalances which should have been paid? Follow up invoices that are longoverdue. Ask your accountant about credit control methods that may besuitable for your business. You may need to think about getting creditreferences for certain customers before supplying them. 

Keep a check on your type and level of stock. Are there any old items
which are no longer easily sold? Think about selling them at a 
reducedprice or disposing of them if they cannot be sold. Old stock costs youmoney because of the storage space and administration required. If youhave large quantities of certain items which are only moving slowly make
sure 
to adjust the quantities of these which you order in the future andthink about trying to promote sales of these in some way, e.g., as special
offers. 

Are you meeting your cash flow forecasts? If not, try to work out why. Ifnecessary you must adjust your forecasts and be sure to see your bankmanager in good time to explain the changes - before he asks to see youl 
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Further Information and Advice 

0 	Your auditor or accountant - for details of what records to keep 
and how to keep them. 

* Your local business stationers - for obtaining the different types of 
record books you may need. 

* 	Your bank manager - for information on setting up a business 
account and general advice on business financial matters. 

* 	Computer sales and services people - for advice on computerised 
accounting systems. 
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14. Taxation - business profits 

Although you may find the subject of taxation unpleasant, it issomething you
will have to accept and learn to get used to! 
If you were employed before starting your own business, then you will findthat taxation becotu-s complicat,-d, particularly where your business is registered as a company. It is thei efore important to get good professional advice 
right at the beginning. 
The income tax position of sole traders and partnerships is similar to that ofindividuals (personal taxation). Taxation of companies (corporate taxation)differs in several important aspects. Where this is the case, these differences are detailed in the app)ropriate section. At the end of the chapttr there are
Solie tax planning points that you may find useful. 

Take Note 

Income Tax Legislation and Administration 
The Minister of Finance has overall responsibility for tax administration
and the Income Tax department, headed by the Commissioner of taxes,is responsible for collection of incoi;;e tax. All income taxation matters are covered by the Taxation Act (Cap 4 1:01) of 1964. Amendments andadditions to this Act are included in various Finance Acts passed since
1964. Laws covering other types of taxation are found in seperate Actsand those affecting businesses are detailed in Chapter 15 followii.g. 

Basis of Taxation 
Only income from sources within Malawi is taxed. Any income which isproved by the taxpayer to be of a capital nature (ie. received fiom sale offixed assets such as buildings, vehicles, plant and machinery) and anyincome listed in the first schedule of the Taxation Act is excluded fromtaxable income. Source of income mnieals where the income is earnedand not place of payment, with certain exceptions specified in the Act. 

Classification of Taxpayers
 
The two 
main types of taxpayers are individuals (including sole traders
and partnerships) and companies (which include any association, regard
less of where incorporated). 
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Each partner in a partnership is assessed individually on his share of tile 
taxable income of the partnership, but ajoiiit i clurn (statement of income 
and any claims for exemption for the partnership) mu1tist be submitted. 

Tax Year 

The tax year begins oil April 1st and ends on March 3 1st for all taxpayers 
except COl panies which may lise any financial year enld that is suited to 
the nature of trading, sul)ject to tie approval of the Commissioner. A 
rough working rule is used by the tlx aut hoiit ics to decide the year of 
assessineilt of businesses whose year end is not March 31st. Businesses 
with year-ends in April or May are assessed to tax iinthe previous year 
ended March 3!st, and businesses whose vevarll-ds are after May are 
assessedl in lie foloowing year that ends on March 31st. 

Tax Icentives
 

These are provided for businesses by way of investment allowances for 
capital expenditure oti industrial buildings, and plant and machinery used 
in manufacturing and agricultural operations. Initial allowar, -es are also 
given on industrial buoildings and all other depreciable fixed as. -ts, in the 
y'ear in which they are obtained. The above allowances may also be 
granted on buildings which would not nornally qualify, if the business 
involved is judged to be nmaking al imp o rtan~t contrilbution to national 
developmeut. 

For manufacturing businesses, expendittire incurred not more than 18 
months before start of operations in setting up the business is allowed as 
a deduction. 

Further details of these and other 'icentives are given in the section 
dealing with Deductible Items. 

Tax Rates 

* Individtuals 

The basic tax rates are progressive and range from 3% to 45% of taxable 
income derived from employment and or pension as detailed in the table 
below. Husbands and wives are treated as separate individuals for their 
earned income. Any other income of a wife is included in the husband's 
taxable income. 
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Taxable Income Rate 
First K2,400 3% 
Next K6,000 15% 
Next K9,600 25% 
Next K18,000 35% 
Excess over K36,000 45% 

For income derived other than from employment and or pension, thea e
is a minimum amount of tax as follows: 

Income Per Annum Minimum 

Amount of 

Income Tax (K) 
Does not exceed K500 Nil 
Exceeds K500 but does not exceed K2,500 25.00
Exceeds K2,500 but does not exceed K5,000 50.00
Exceeds K5,000 but does not exceed K10,000 75.00 
Exceeds K 10,000 100.00 

The graduated tax rates for employees earning not more than K2,400 per 
annum are as follows: 

Income Rate of Tax 
Not exceeding K1,200 2% 
Exceeding K1,200 but not exceeding K2,400 3% 

* Companies 
The basic tax rate is 45% of taxable income. An additional tax at 5% ofthe taxable income is charged in respect of all companies not incorporated 
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in Malawi. Life Insurance businesses are taxed at 30% of their taxable 
income. 

There is a mininum tax for compl.anies based on sales turnover where a 
company is in a loss situation as follows: 

Income (Turnover) Tax 

Not exceeding K 100,000 K 500 
Not exceeding K 100,000 but not ex.ceeding K 1,000 
K300,000 
Not exceeding K300,000 but not exceeding K 2,500 
K500,000 
Not exceeding K500,000 but not exceeding K 5,000 
K 1,000,000 
Exceeding K 1,000,000 K10,000 

* Other Organisations 

Ecclesiastical, charitable or educational institutions of a public character 
or of trusts are taxed at 25% of their taxable incomes. 

Tax Returns 

Returns submitted to the Commissioner of Taxes are for information 
purposes only, the actual tax payable is calculated from these by the tax 
department and the taxpayer informed in a formal notice of assessment. 
Individual taxpayers returns must be sent in by May 1st every year. 
Companies must submit returns within 30 days of their financial year end. 
Extensions may be permitted in certain situations. Application for exten
sion must be sent in before the due date for returns and accompanied by 
an estimate of taxable income which may be assessed immediately. 

Returns must be accompanied by ally balance sheets, trading accounts or 
profit and loss accounts necessary to support the information in the 
return. Extensions of time may be allowed in special situations. 
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Every person carrying on a trade in Malawi must give details of dividends 
paid, interest payable or receivable and any other information required 
by the Commissioner related to ioicome from the trade. 

Where the taxpayer fails to send in a return or other information required 
or if the Commissioner isnot satisfied with a return or information 
submitted, the Conmissioner may estimate die taxpayer's taxable in 
come. 

Tax Paynent - Provisional Income Tax 

* Companies 

Provisional income tax (other than PAYE - which is discussed in the next 
chapter) must be paid in advance using one of the two following methods: 

Method 1: The tax to be paid is based on the income tax actually paid for 
the previous year of assessment and must be paid quarterly in arrears in 
four equal instalments. Each taxpayer's quarter is determined by the 
business vear end. 

.Method 2: The tax to be paid is based oil the taL'.payer's own estimate of 
the current year's taxable income and must be paid in four quarterly 
instalments as follows: 

a. the first quai ter's instalhent should be nc,', less than 20% of tile total 
estimated tax payable for the year; 

b. the tax to be paid in the second and following quarters may be varied 
depending on the latest taxable income details available to the 
taxpayer; 

C. penalties may be charged for under-estimating the tax to be paid. 

* Individuals 

All persons liable to pay income tax lust, at the beginning of every year 
of assessment, estimate the total amount of provisional tax payable for 
that year and pay such tax in quarterly instalnents within 30 days after 
the end of each quaiter in that year. 

Exemption from Provisional Tax 

The following classes of individuals are exempt and do not have to pay 
provisional income tax: 
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a. Any person whose income for the year of assessment is not more 
than K6,000; 

b. 	 Any person whose income, although more thar K6,000 per year, is 
all obtained from employment and/or pension, and from which 
PAYE is being deducted (see Chapter 15 for details of PAYE and 
other withholding taxes). 

I lowever, at the time of sending in returns of income to the Department
of laxes, all the above taxpayers must pay the difference in tax between 
the actual tax as revealed in the tax returns and tile total of any PAYE or 
other withholding tax deducted friom their income. 

Any over or under deductions are corrected at the end of the tax year by 
llealls of a further assessmrient. 

Transitional Arrangements for Payments of Tax by Companies 
In order to reduce tile tax burden on taxpayers, the Commissioner has 
made transitional arrangements for payuent of tax during the first four 
years ofassessment starring fiom April Ist 1988 and ending on 31st March 
1992. 

Under these arrangements, the total provisional tax to be paid for the
 
year of assessnient shall be equal to the percentage specified for that year

of assessment and depends on which of the two above methods has been
 
chosen for naking payments. The table below gives details of the provi
sional incotme tax payable under these arrangemen ts.
 

Year of Assessment Tax Payable + 
Method I Method 2 

1st year 25% 20%
 
2nd year 50% 40%
 
3rd year 75% 
 60%
 
4th year 100% 80%
 

Note: The Lilance of tax payable, between the actual tax liability as shown 
in the accounts and tax calculations, and the provisional tax paid in 
advance, must be paid at the time of forwarding the accounts, tax returns 
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and calculations to the Department of Taxes which is 90 days after the
 
end of the financial year of the particular business.
 

Method of Payment
 

Tax is normally paid by cheque or cash. However, the Commisioner of
 
Taxes has the power to take possession of certain property ("goods and
 
chattels") of a taxpayer who is unable to pay. These may be sold at public
 
auction, and the money obtained used to pay off the unpaid tax. Any
 
money left over from the sale is refunded to the taxpayer.
 

Examination of Returns
 

The administtative work of checking returns and preparing assessments
 
is done by assessors appointed by the Commissioner. The taxpayer may
 
be required to send i:any documents needed to prove the accuracy of
 
information supplied in the returns.
 

If the Cominisioner satisfies a magistrate that a taxpayer is liable to a
 
penalty under the Act, the magistrate can authorise the Commissioner to
 
take and keep any documents required to determine tie person's liability
 
for tax and to use these as evidence in any court case which may arise.
 

Penalties and Interest for Late Returns or Payments
 

Any taxpayer who fails to send to the Department of Taxes his quarter's
 
instalment of provisional tax payable under either method of payment,
 
or;
 
any taxpayer who, when sending in to the Department his tax returns,
 
accounts and tax calculations, fails to pay the difference between the
 
actual tax as calculated and disclosed in the tax returns and accounts, and
 
any provisional tax forwarded or any PAYE or withholding tax (see
 
Chapter 15 for details of these) deducted will have to pay:
 

i. interest equal to 15% of the unpaid tax and; 

ii. a penalty at the rate of 5% of the unpaid tax for each month or part 
of a month up to a ,maxmnim period of four months during which 

the tax remains unpaid. 

Note: Neither the interest charge nor penalty are allowable deductions 
for tax purposes. 
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* There are also penalties for: 

- failing to comply with any notice served by a Commissioner; 

- failing to keep records, books or accounts as required; 

- failing to provide the Commissioner with returns required on em
ployees; 

- failing to make a return, or sending a return with any error or 
omission; 

- fraudulently falsifying a return or books, accounts or records on 
which a return is based, or making a false claim for repayment of tax; 

- assisting in making a return which is known to be false. 

INCOME SUBJECT TO TAX 

The Nature of Income 

Income is defined by the Act as being any amount (in cash or otherwise) 
received by or due to a person from a source in Malawi, excluding any 
amount proved to be of a capital nature or otherwise exempt from (free 
of) tax under the Act. 

Income of Minor Children 

For tax purposes, a minor is an unmarried person under 21. -uch persons 
who work or run a business, and who live independently of their parents, 
are taxed in their own right. The practice regarding dependent minors 
is to calculate their income in the hands of their parents. However, 
minimum tax (see Chapter 15) starts to be deducted from age 18. 

Income of Married Women 

The income of a married woman is regarded as being the income of her 
husband and is taxed accordingly. However, if seperate taxation of the 
wife's and husband's income would result in less tax having to be paid, a: 
tax credit will be granted against the tax produced by combined assess
ments. 
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Business Income 
Tie taxable income of a business is generally the profit shown in theaccounts less any exempt inconme and allowable deductions. Capital gainson sale of fixed assests are not included in taxable income. Any tax losses(trade losses) which may arise may be carried forward and deducted fiom
future taxable income. 

Interest Income 
Tax must be paid on all interest income including that from a buildingsociety registered in Malawi, except for the following exempt items: 

- interest on Post Office deposits, savings certificates issued by theGovernmept or tax reserve certificates; 
- interest on public loans raised by the Government and specified as 

ex,_npt from tax.
 
-
 interest on Governmnent stock or bonds specified as exempt firom tax; 
- interest on Malachi Developnment Bonds; 
- interest on 4.5% Afiican Development Loan issued on 1/7/60. 

Income from Dividends 
Any income received by individuals as dividends from investment in thestocks and shares of another company is also liable to tax. 
Dividends declared by coripanies incorporated in Malawi are payablefrom after-tax profits and are therefore deemed to be declared net of
income tax. 
Dividends received by companies incorporated in Malawi friom anothercompany resident in Malawi are excluded fion taxable income. 
Dividends payable to non-resident shareholders are taxed at 15% of thearnount declared. However, this does not apply whore the dividend isexempt from tax under a double taxation agreement between Malawi andthe country of residence of the person receiving the dividend. 

Capital Gains or Losses 

Capital gains on the sale of fixed assets are not taxable andare not deductible friom taxable income. capital lossesHowever, any gains from the 
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sale of property which was originally obtained for the purpose of I,re fit
making by sale, must be included in taxable income. 

Where an asse . is sold for morte than the writtern down tax value (the 
original cost ofan asset for capitul allowance purposes less the amount of 
capital allowances granted on the asset), the extra amount is subject to 
tax up to the amount of .!lowances granted. In the same way, where an 
asset is sold for le . than the written down tax value, the difference .s 
allowed as a deduction from taxable income. This is known as a balancing 
allowance. 

Purchased Annuities 

The part of the annuity which represents the undeducted purchase price 
may be excluded from taxable income. This price is the amount paid by 
the taxpayer which has not been allowed and is not allowable in assess
ments for income. This is annualiseci (calculated in terms of each year) 
by dividing by the life expectancy of the taxpayer (as shown in life tables) 
or over the term of the annuity, if the latter is payable ov,r a pre-deter
mined fixed term. 

Timber Sales 

Where land is sold and there is timber on the land which the Commis
sioner considers has been grown for sale, the market selling value of the 
timber (the expected value of the timber when sold) must be included in 
the seller's taxable income. 

Premiums 

Any income received as a premium (payment) for the right of use or 
occupation of land and buildings or plant and machinery, or for the use 
of any patent, design, trademark or copyright, must also be included in 
the taxable income. 

DEDUCTIBLE ITEMS 

With individuals, there are no personal or child allowances, and there is 
no relief for life assurance payments. 



Business Expenses
 

All expenditures and lo:ocb (cxcept those of a capital nature) which arise
 
completely as a result of trading operations or in the production of
 
income, are generally allowed as deductions from taxable income. Inter
est paid to a building society on a mortgage advance is also allowed as a
 
deduction.
 

Depreciation (Annual Allowance)
 

This is one type of capital allowance and may be deducted on all assets
 
used for the purpose of the taxpayer's trade, apart from buildings which
 
are not industrial buildings. The exception to thi: rule is that allowances
 
may be claimed by manufacturers or persons carrying out farmering
 
operataions on all staff housing built as long as the employee living in the
 
house is completely or almost completely occupied in the service of the
 
company and does not control more than 5%of the voting rights attached
 
to any shares in the company.
 

Tihe Act defines an industrial building as one which is used for:
 

- making any article or part of an article; 

- processing of goods or materials, including breaking up or de
stroying;
 

- adapting any article for sale;
 

- generating power;
 

- a transport, dock, inland navigation, water refridgeration, hydraulic 
electricity power tunnel or bridge undertaking; 

- a hotel; 

- processing and distribution of fish; 

- any activity regarded officially as contributing significantly to na
tional development. 

Dwellings, retail shop-, showrooms, storehouses, or offices do not count 
as industrial buildings. 

Capital expenditure on mining operations is allowed at the rate of 20% 
per year on the straight line basis. 
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Capital Allowances 

These are granted at the following current rates: 

Item Initial Annual Allowances 

Allowances 1st year Thereafter 

Industrial buildings 10% 5% 5% 
Trucks & Heavy lorries 20% 25-33.3% 25-33.3% 

Saloons & Pickups 20% 20% 20% 

Plant & Machinery 20% 10-15% 10-15% 
Furniture & Fittings 20% 10% 10% 

Motorcycles & Bicycles 20% 20-25% 20-25% 

Initial allowances may be claimed for ca.pital expenditure on second hand 
items and for new items which are not covered under investment allow
ances detailed below. 

The initial and first year annual allowances are normally based on cost 
and the annual allowances thereafter are normally based on the reduced 
balance of the undepreciated cost. 

Investment Allowances 

In addition, certain businesses such as manufacturing and farming are 
granted another form of capital allowance called an investment allowance 
on new and unused assets (industrial buildings, plant and machinery) 
brought into use in the year of assesment. This is a one-off allowance of 
40% of the cost of the assets and is deductible from cost for purposes of 
calculation of annual allowances. No initial allowance can be granted for 
assets upon which investment allowance is claimed. For the purposes of 
this allowance, plant and machinery does not include motor vehicles, 
however initial and annual allowances may be claimed for these instead. 

A manufacturer includes the owner of a business carried out in an 
industrial building (see above for definition) and the owner of a plantation 
producing tea, coffee, tobacco, sugar, cocoa, or other approved crop. 
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Bad and Doubtful Debts 
Any debt proved to the Commissioner to have become a bad debt ie. riot 
recoverable during the year of assessment, will be allowed as a deduction 
provided that the amount must have been included in the taxpayer's
assessable income either in the current year or in a previous year. 
A deduction may also be made for debts considered to be doubtful, but 
any allowance inade must be included in income for the following year. 
On recovery of any amount for which a deduction has been allowed under 
this section must be included in taxable income in the year in which it is 
received. 

Premiums 
The payment of any premium for the right of use or occupation of land 
and buildings or for the right of use of plant or machinery (eg. hire 
purchase agreements), or of any patent, design, trademark, or copyrightis allowed as a deduction, provided the property is used in the production
of income. The premium paid, however, must be spread over the period
of right of occupation or use, or over 25 years, whichever is less. 

Taxes
 
There are no specific arrangements covering deduction of taxes paid,

except that income tax or interest payable on this tax are not allowed as
deductions. Other miscellaneous taxes such as rates (property tax),
customs duties, licences, etc. are allowed as deductions in the normal way,
provided they are incurred flor the purposes of the taxpayer's trade, or in 
Jie production of income, and are not of a capital nature. 

Interest
 

If this is incurred by the taxpayer in the production of income, it is allowed 
as a deduction, as is interest paid to a building society on a mortgage. 

Operating (Trading) Losses 
Any assessed loss arising solely out of trading operations may be carried 
forward and allowed as a deduction from future taxable income. 
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Sales of Assets on which allowances have been claimed 

Where an asset is sold at less than the written down value, the difference 
is deducted in the year of sale. 

Worthless Stocks, Securities or other Assets 

Capital profits are not taxed in Malawi and any loss arising from any of 
the above will not be allowed as a deduction, unless the asset is depre
ciable, in which case a balancing allowance may arise out of the disposal. 

Casualty Losses 

There are no special arrangements for deduction of casualty losses. Any 
inventory (stock) destroyed or damaged is allowed as a deduction and any 
depreciable asset damaged beyond repair would be treated as a disposal 
and so would lead to a balancing al6wacc. Any other assets damaged 
or destroyed are not deductible. 

Charitable Contributions 

Individual contributions of not less than K20 made to any charitable 
organisation approved by the Minister of Finance are deductible. Any 
contribution to a scientific or educational body for purposes of research 
connected with the trade of the taxpayer, and any grant, bursary, or 
scholarship for technical education at an approved institution is also 
allowed. 

An overall limit of K10,000 on contributions of this kind applies to any 
one ",ear of assessment. 

Advertising, Entertainment and Travel Expenses 

Any expenditure on tliese is deductible, provided it is not of a capital 
nature and is incurred only for the purposes of the taxpayer's trade or in 
the production of income. 

Legal Expenses 

These are deductible if incurred in the production of income. Thus fees 
for debt collection, renewal of leases, and litigation (legal action) con
nected with business income or reduction of business expenses are 
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allowed. Fees resulting from new lease agreements, acquisition of assets, 
or loan and share agreements are not deductible. 

Insurance Premiums 
Premiums paid for insuring of normal business risks are deductible, as 
are premiums on life, accident or disability insurance for employees. 

Sale of Timber 
Deductions may be allowed for income arislng from the sale of timber on
land owned by the taxpayer. The Commissioner determines the amount 
of deductions allowible depending on the particular circumstances in
volved. 

Annuity Payments and Alimony 
Any amount paid as an annuity, allowance or pension to a former 
employee o," dependant of the taxpayer is deductible. However, the 
maximum dedtiction allowed is K 1,200. 
Any amount paid as alimiony oran allowance under anyjudicial order or
written agreement of seperation is not deductible nor is it taxable in the 
hands of the person who receives it. 

Pension Contributions 
Any contributions to approved pension or provident schemes are allowed 
as deductions. 

Educational Passages 
Travelling expenses for these are not deductible. So, where paid by the 
employer, they become a taxable benefit of the employee. 

Special Deductions for Farmers 
The following types of expenditure in the year of taxation are allowable 
as deductions: 

- stumping, clearing, and levelling of land;
 

- works for prevention of soil erosion;
 

- boreholes;
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- wells; 

- aerial and geophysical surveys; 

- any water control work connected with cultivation of rice, sugar and 
any other approved crops; 

- water conservation work (reservoir, weir, dan, or embankment 
constructed for the regulation of water flow). 

Any farmer who gets income f.,om growing of timber may decide to have 
this determined by the following rules: 

- the cost of planting the timber plus 5% per year is carried forward 
until the timber reaches maturity; 

- the 5% must be added to taxable income or deducted from the 
assessable loss in each year of assessment; 

- on the sale of the timber, the part of the cost relating to the quantity 
sold is deducted from the sale value to determine taxable income. 

Export Allowances 

An export allowance may be granted in respect of exports made during 
the year of assessment. 

Initial Expenditure on New Businesses 

Any expenditure involved before start of operations by a taxpayer in
volved in a manufacturing business, will be allowed as a deduction 
provided that it was incurred not more than 18 months before start of 
operations and that such expenditure would have been allowed as a 
deduction if it had been incurred after the start of operations. 

Rescarch Expenditure 

The amount of any expenditure, which is not of a capital nature, incorred 
by the taxpayer during the year of assessment on experiments and 
research connected with his trade is allowed as a deduction. Similar 
deductions apply to any contributions, bursaries and donations to re
search institutions for the purposes of industrial research or scientific 
experimental work or education connected with the trade of the taxpayer. 

87 



NON-DEDUCTIBLE ITEMS 
The following items are specified in the Act as those for which no 
deductions shall be made: 

- the cost to a taxpayer of maintenance of himself, his family or 
establishment; 

- private or domestic expenses, including the cost of travel between 
the taxpayer's residence and workplace; 

- any loss or expense which is covvred by an insurance policy orindemnity; 

- income tax or interest on this; 

- income transferred to a reserve fund or capitalised;
 
- any expenses related to income which 
 is not included in taxable 

income under the Act; 
- contributions b) an eml)loyer to any pension, sickness, accident, or

unemployment fund which has not been approved by the Commis
sioner; 

- any expense for which a subsidy is received. 
- rent or cost of repairs to preinises not occupied for the purposes of 

trade. 

SPECIAL TAX RULES FOR COMPANIES 
Corporations are classified in two main groups for tax purposes: 

" Statutory bodies (some of which are exempt from tax by legislation); 
* Limited liability companies (most of which are private or family con

panies and are subject to txx). 
The information given in this booklet dealing with taxation of corporations 
refers only to companies. 

Resident and Non-Resident Companies 
All companies, whether registered outside Malawi and/or controlled by
outside shareholders or not, must pay tax on all income from sources in 
Malawi. 
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Foreign registered companies and branchaes of these have to pay tax at a 
flat rate of 50%. 

Undistributed Profits Tax
 

There is no taxation on undistributed profits.
 

Affiliated Companies - Group Relief 

All companies are taxed seperately and tax losses incurred by one com
pany may not be offset against the profits of another. The Commissioner 
would not allow any transactions between affiliated companies which are 
carried out, in his opinion, specifically to take advantage of assessed losses. 

Investment Holding Companies 

A company which deals in shares as a normal part of its business is taxable 
on capital gains from the sale of shares. Interest income must also be 
included in taxable income, but dividends are excluded from the taxable 
income of the holding company. 

Liquidations and Other Corporate Charges 

These do not affect the tax position of a company. There would, however 
be a balancing charge or allowance on the sale of assets on which capital 
allowances had been granted. 

ACCOUNTING FOR INCOME AND EXPENSES 

General Points 

Every person carrying on a business must keep sufficient records of his 
income and expenditure to enable his taxable income to be easily calcu
lated. These records must be kept for seven years. 

Accounts must be submitted annually, unless a company changes its 
financial year end. All non-company businesses must submit accounts 
made up to 31st March each year. 

Generally the Commissioner requires an income statement more detailed 
than that needed to comply with the Companies Act, as well as full details 
of rent, interest payable and travel expenses. 

89 



Accrual of Business Income and Expenses 
The Act states that incoile shall include the total amount "received by or 
accrued to" a person froml s'ources illMalawi. Income and expenses
therefore nust be calculated on an accrual basis for tax purposes. 
lowever, in certain circulnstances, tile Gomnissioner may accept such 

calculations oi. a ('ash basis. 

Amounts accrlued are stims owiig on a sale or service agreement but 
expected to be pai(d by financial year elid. 

Instalment Sales and Long-term Contracts 
In any instalent sale agreement tbe income is regarded as being accrued 
on the date on which the agreement was signed. However the Commis
sioner may make allowances on the sale of moveable property regarding
amoults which should Iiave accrued during the year but are still outstand
ing at the accotiting ye;,r end. 'Ibis is inladdition to any allowances made 
for bad or doul)tftul debts, but as with the latter, the sum should be 
included in income for tile following year. 
Allowances for ininovable property are calculated by nultiplying the 
amount outstanding at the end of tile ),ear by the overall profit on the 
transaction and dividin g this total by the total amount receivable under 
the agreement. The effect of this is to spread the profit over the period 
of the agreement. 

The Act does not specify the treatment to l)e applied tc long-term
contracts and1 this is therefore subject to agreement with the Commis
sioner. I lowever the conul)any must have a fixed policy on this. 

Inventories 
Trading stock and work in progress nust be valued on the ba4sis of cost 
price or market selling price at the end of the accounting year. 
However, by agreement with the Commissioner, the taxpayer may use any
recognised accounting practice which is not contrary to the Act. 
Once adopted, this practice must be used for future years and may not 
be changed without the permission of the Commissioner. The Act says
that livestock mtist be valhed at cost or market selling valtue. 
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Judicial Review 

III any' dispute over tLx to be paid, it is the tax)ayer who must prove that 
anamount should not be taxed. Appeals may be made to tile Commis
sioner who may cliaiige an assesslIetit or decision, or disallow the appeal. 
If the t;IXl)aINr is still not happy with tile Commissioners decision, lie may 
appeal to a Sl)cial Arhitrator (appointed by tile lPresident) who can 
S1lonot1 aril (0force atteiildal ice of witnesses and appoint assessors to 
advose at a hcling. I lis finidings are final and conclusive. Any further 
a.)peals may oidv be oil poitits of law and nnlist be directed to the High 
Court. 

Further Information and Advice 

* Your auditor or accountant. 

0 The Malawi Tax Act (Chapter 41:01). 

0 Regional offices of the Income Tax department. 

-P.O.Bo. 250, Blantyre (tel: 620844) 
-P/Bag 26, Lilongwe (tel: 723155) 
-P/Bag 15, Mztzu (tel: 332032); 

0 The taxing authority: Ministry of Finance, Department of Taxes, 
P.O. Box 162, BlaItyre (tel: 620277). 
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15. 	 Other taxation matters affecting
 
businesses
 

This chapter deals with the other main types of taxation and miscellaneous 
related matters which may affect the running of your business operations. In 
particular details are given on taxation applying to employees, such as 
withholding taxes (eg. pay-asyoti-.arn [PAYE]), gratuities and annuities, 
pensions 	and contributions, and taxable benefits. Also covered are customs 
and excise duties, transaction taxes, and local authority taxes. 

TAXATION AFFECTING EMPLOYEES
 

Withholding Taxes
 

Withholding of Income Tax on Salaries and Wages
 

or "Pay-AsYou Earn" (PAYE) 

Emlployers pavilg eliployees over KI,200 per year, whether paid weekly 
or rIm ni lx iun(lt" a contract of emllployment or not, nulst deduct income 
tax froml such Ilaylilllis. 

''le alnoul it to bc de(licted is calculated by reference to tax rate tables 
lreIlmrcd by tIle Commissioner of Taxes. 

Failtre to do this means tat the employer becomes liable to pay the 
a llioll
Inot deducted. 'i' en ilovr may recover this amoult from the 
C 1)11hyee. 

imlIft tax vealAt tilt" tlie (31st March) the employer issues a certiiicte 
to Ilie elohve wh1ich statt's gross (cllliligs, ilncotije tax deducted and 
the alue ofalily flee Ilem!ifits. lhis certificate is used by tie employee for 
coiiijetiiig Ilis :illinal return to the ltisl:.:tor of Taxes. 

lhe tax 	 ddcted is t-.l( to bllv tax sta;li)s froi teiCommissioner, which 
are tletn sllk onilte lll-ploy(.'s tax card. 

Minim um lax
 

.-\ll resid itn Imales over Il
18 yes of age wIlose annual taxable income is 
less tiai R500 pay a illiniinuil tax of K3.50. 

Withholding Tax on Specified Payments 

Certdil 	Impayll cls for sI iplies and services are sul)ject to a wthholding 
lax, as detailed in the tal e below, which is deducted by the payer and 
sent to tim l)cpartillelt, of ITxes oil a iioitlly basis (by tile 14th of the 
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following mnontil. For bookkeeping purposes, the payee treats the deduc
tion as an advance payment of tax which will be offset against the inc'ne 
tax later assessed. The Commissioner may exempt from withholding !ax 
the receipts of certain p, son s or organisations. Withholding tax exemp
tion certificates will nornwillv be issued on application to taxpayers whose 
tax affairs are up to date. 

Table of Withholding Tax Rates 

Most fees and commissions 10% 
Royalties 10% 
Most rents 10% 
Payments of over K500 for supplies 
to traders and institutions 
(eg. Government departments) 
under tender or similar arrangements: 
Foodstuffs 5% 
Other itemns 10% 
Transportations 5% 
Payments to all contractors and 5% 
subcontractors 
Payments of over K500 for tobacco and 5% 
other farm produce 
Payments of over K500 for personal services 5% 
Bank interest over K 100 10% 
Payment for public entertainment 5% 

THE NATURE OF INCOME - NON-TAXABLES 

Any amount paid to an employee as a contract gratuity on completion of 
a contract of employment may be excluded from the employee's taxable 
income provided that: 

* 	he is not a member of a pension fund to which the employer makes 
contributior's on his behalf; 

* 	 the contract must have been approved by the Commissioner; 
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* the employee must spend his time complete!v or almost completely in 
the service of the company; 

* the employee must not I-e able to control directly or indirectly more 
than 5% of the voting rights of the company; 

* for contract entered into before 1st April 1990; a gratuity shall be
excluded from income upto 25% of the salary accrued over the period
of employment or K40,000 which eve.- amount is lower. 

Cer' an items are specifically required by the Act to be included in taxable
income: annuities, casual profits firom sale of property obtained for the 
purposes of profit-making on resale, certain non-cash benefits eg. motor
vehicles, available for the employee s private use, amd free housing (the
value of both of these benefits being determined by the Commissionel.)
and any living expenses incurred by the employee but paid for by the
employer, premiums for the right to use property, timber sales, recoup
ment of any initial or annual allowances on sale of an asset and dividends. 

Lump Sum Payments to Employees 
Any lump sum payment on ceasing employment whi, ',is not a gratuity,
an annuity, a payment in coinmmutation of a pernsion from the Government 
or other approved pension or provident fund, or a payment on account 
of ill-health or disability, must be included in taxable income. 

Taxable Benefits of Employees 
WV'here employees receive free benefits such as housing, a car, eec.,
provided by the employer, the following are included in their taxable 
income: 

* Housing 
10% of salary for unfurnished accommodation or 12% of salary for
furnished accommodation. There ;s a 30% reduction in respect of accom
modation situated within the employers' business premises. 

* Motor Vehicle 
- For those in the low private use category (i.e., where use of the car

is restricted; and there is a requirement to maintain an auditable log
book for purpose of recording distances covered for both business 
and private use; and private uses does not exceed 9,000 kilometres 
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per annum) 50% of the lower of 10% of the cost of the vehicle on a 
declining value basis or 15% of salary of the employee. 

- For those in the high private use (unrestricted usage) 10% of the cost 
of the vehicle on a declining basis or 15% of the employee's salary 
whichever is lewer. 

-	 House to office travel constitutes private use. 

* 	Other benefits 

For other benefits such as expenses for electricity, water, servants, swimm
ing pool, etc., actual benefit or negotiated fair sum. 

PENSIONS AND OTHER RETIREMENT BENEFITS 

Taxation of Retirement Benefits and Contributions 

The gross amount of annuity is taxable as received except for contract 
gratuities and the undeducted priceof a purchased annuity. 

Lump sum benefits received firom approved pension funds are exempt 
from tax up to K5,000. Any amount over this is taxed at the average rate 
of tax on the person's taxable income in the year of payment of the benefit 
after excluding the amount of the lump sum benefit. 

Deductions of Pensions and Contributions t'o Approved Funds 

Employers may deduct contributions to approved pension or provident 
funds in any one year of assessment up to the lower of: 

* 	the total of the employer's contributions; 

* 	the difference between 24% of the employee's annual pay and the 
amount of the contribution (if any) allowed as a deduction to the 
employee; 

" 	K9,000, less the amount of the contributior. (if any) allowed as a 
deduction. 

An employee's contribution to an approved pension fund is deductible 
up to the lesser of K3,000 per year or 8% of his earnings or combined 
earnings of himself and his wife during the period. 
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OTHER SIGNIFICANT TAXES 
TAXES ON TRANSACTIONS, COMMODITIES AND PROPERTY 

Customs and Excise Duties on Specific Commodities 
These duties are covered by the Customs and Excise Act (Chapter 42:01). 
0 Imported Goods 
These are subject to:
 

- customs duty ranging front 0-100%;
 

- impot t levy of 5%
 
-
 import surtax ranging from 0-85% of landed cost plus duty; 

depending on the class of goods involved.
 
Customs duties are payable at tile time goods are 
cleared from bondstorage. Exemption from these diuties can be obtained, if applied for inadvance, for imports needed for the development phase of new projects
of national importance. 

£ Locally Manufactured Goods 
These are liable to local surtax ranging from 0-35%. Manufacturing forsurtax pirr,es includes bottling, repackaging and single assembly. 
Excise duties are also levied on tobacco products, beer, spirits, aeratedbeverages, sugar cane, soap, and woven cotton fabric. Special licences arealso required for the manufacture of such items. 

- Exports
 
Locally itantifactured goods 
 may be exported fiee of local surtax and
excise duty under customs control. 

* Notes on Surtax (Sales Tax [Value Added])
 
Surtax is levied on a 
wide range of imported and locally manufactured
goods. It is paid by the consumer (user) of the product but is collected
and paid over to the Government by the businesses (registered with the
Conzroller of Custons and Excise) involved on a monthly basis. 



The surtax tariff is divided into five categories ie. 0%, 10%, 35%, 55%, and 
85%. The higher rates are applied to "non-essential" items. However the 
"luxury element of the tax system" has been removed from import duties. 

Surtax is not charged on industrial raw materials, basic food stuffs and 
certain capital goods. 

The surtax definition of "sales value" includes after-sales servicing, repairs, 
financing, advertising and "any other services". 

In cases where, for example, a parent company manufactures goods and 
then transfers them to a subsidiary for distribution, surtax is calculated 
on the basis of a price applicable to an arm's length transaction at open 
market values (ie. without any special considerations -pplying), which 
would not necessarily be the transfer price. Where this is not the case, the 
Department of Taxes may place arbitrary values on such transactions 
between related parties. 

I ocal Taxes on Real Property 

Taxation of real estate (referred to as r.tes) is, the responsibility of the 
local government authorities ie. the city and town councils. Rates are 
levied both on land and on improvements based on local government 
valuations of these. 

Rates apply to real estate and not to personal property. Agricultural land 
and buildings are exempt from these taxes. 

Land and Property Transfers 

Lind and property are subject to transfer duties of approximately 3% of 
the value of the property, plus a registration fee of K15. 

Stamp Duties 

These are imposed on such dc.:-uments as mortgages, debentures, char
ges, etc. needed for bankin~g transactions, certain property transactions, 
transfer of shares or secured loan stock. 

The rate of duty is K1.20 for every K200 or part of this above K1,000 of 
value if the documents are effected under seal, and KG.30 for every K200 
or part of this, where documents are effected under hand. 
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EMPLOYMENT TAXES 

General 
There are no regulations concerning social security or unemployment 
insurance. 

Severance Pay 
Under the Severance Pay Order of the Regulation of Minimum Wagesand Conditions of Employment Act, employees are entitled to sererance 
pay under specified circumstances. In order for an employee to beentitled to severance pay he must at the time of the termination of hisemployment, have served for at least five years and be a recipient of not 
more than K480 or less per anLum. Calculation of his pay is based onthe latest annual salary at graduated rates according to length of service. 

Workmen's Compensation 
I>ider the Workmen's Compensation Act, employers are required tocompensate all employees involved in manual work and other employees
carning up to KI ,000 per year for injury, disablement, or death occuringas a direct result of employment. The amount of the compensation isdecided by the Ministry of Iabour after consultation of official medical 
reports. 
Usually, employers take out insurance to cover them against such liabil
ties. 

EXCI ANGE CONTROLS 
In order to obtain approval to remit funds abroad, a taxpayer must supply
the Reserve Bank with: 
O a tax clearance certificate from the Commissioner of Taxes certifying

that tax for the year has been paid or that satisfactory arrangements
have been made for this; 

* proof of the income tax assessment and, where necessary, receipt for 
tax payment; 

* a bank account statement which does not show an overdraft; 
* a copy of the audited accounts showing the dividend payable and a copyof the minutes of the annual general meeting at which the dividend was 

declared; 
* a receipt or exemption certificate for remittances subject to the 15% 

non-resident tax. 
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FurtherInformation and Advice 

* 	Customs and Excise Department, P/Bag 20, Blantyre (tel: 620288) 
- for information on excise taxes, customs duties and surtax. 

* The Commissioner of Stamp Duties, Registrar General, P.O. Box 
100, Blantyre (tel: 635077) - for details of stamp duty requirements. 

* 	Regional offices of the Income Tax Department (see addresses at 
end of Chapter 1-1) - for advice on PAYE and other withholding 
taxes. 

* Your local city or town council offices - for details of local rates 
applicable to your business premises. 

* Your auditor or accountant -for general advice on taxation matters. 

0 	 9 
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16. Other laws and issues affecting 
businesses 

Several of the main Acts of Parliament which affect the setting up andoperation of the various types of business have already been mentioned inrelevant sections of this guide dealing with a particular topic. For example,'ie Taxation Act (in Chapters 1,H and 15), the Ewployment Act (in Chapter3), the Companies Act (in Chapters 8 and 9) and the Business Licensing Act
(in Appendix 3). 
This chapter therefore looks briefly at the way these laws affect other aspectsof running a business which have not already been covered in detail, suchaudit requirements for companies and the statutory duties of directors, and

as 
a!so at other laws and issues which may apply to or affect businessmen, suchas Exchange Control, Export/Imlport, Weights and Measures and Price
Control regulations. 

Take Note 

STATUTORY REQUIREMENTS 
Books and Records (see also Chapter 13 for general requirements)
* The Companies Act 1984 covers these and requires that companieskeep accounting records which are adequate to show a true and failview of the state of affairs and operations at any time. 
* The requirements extend specifically to the keeping ofdetailed records 

of fixed assets. 
* Accounting records may be maintained by computerised methods butthe "audit-trail" must not be lost - this is the ability to follow the progressof any specific payment or receipt through the complete accounting

records. 
* Records must be kept in Malawi, and (under other legislation) inkwacha, and in the English language. 
* Auditors nust state in their reports on annual accounts if properaccounting records have not been kept. 
* Running stock records and details of individual sales transactions arerequired except for retail companies. 
* Details of individual purchase transactions are required in all cases. 
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" All sales invoices must show the surtax registration numbers and the 
amount of surtmx. 

* Accounts must be prepared annually, approved formally, audited, and 
circulated to shareholders, debenture holders, and directors. How
ever, unlike public companies, a copy' does not have to be filed for 
public information, nor is a directors' report required. 

* 	Accounting data must be kept for at least the following periods: 

-	 2 years, for routine vouchers; 

-	 7 years, for surtax imvoices; 

-	 6 years, for debtor and creditor records; 

-	 12 years, for ledgers,journals, etc. 

Longer periods may apply during and after liquidation of a company 

* 	Certain statutory registers must be kept with details of share and 
debenture holders, directors, and charges over assets and undertakings. 
These must be available for public inspection, and information taken 

from these has to be filed annually with the Registrar of Companies. 

" 	A permanent (but private) record has to be kept of all meetings of 
shareholders, directors, and any committees of directors. 

" 	All companies must submit their anial accounts to independent 
financial audit by a Malawi-registered auditor and audited consolidated 
accounts are also required. 

" There are iegulations covering appointment and change of auditors. 

" 	Most other types of businesses do not need independent audit by law, 

but in some cases this may be a practical necessity. For example it may 
simplify agreement of tax liabilities and may be required to satisfy 

conditions attached to a loan agreement or to enable foreign remit
tance of profits. 

* 	Although not specified in seperate legislation, the requirements for 

accounting recorIs for p)artnierships and sole traders are v-ery similar to 
those for companies. lowever, there are no defined disclosure re

quirements or specific accounting methods for partnerships (except 

law firms) and sole traders. 

" Aucliors are seldom apl)ointed to partnerships (except law firms) and 

,-le traders, unless this is necessaiy for exchange control requirements. 
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But accountants may often be employed to prepare unaudited accountsto satisfy the requirements of the Department of Taxes. 

STATUTORY REQUIREMENTS - DIRECTORS 
* Every company must have at least three directors, which are defined aspersons appointed to direct and administer the business and affairs of 

the company. 
* Certain persons are not allowed to be directors, eg. persons prohibitedby court orders, undischarged bankrupts or those prevented by the 

company in its Articles of Association. 
* The majority of the directors (including at least one of the managing

directors must be Malawi residents. 
• A director need not be a member of the company or hold any of itsshares, unless stated otherwise in the Articles. 
" Directors may be removed from office by a resolution at any general

meeting of the company. 
* A director must have agreed in writing to be apppointed, before his 

appointment. 
* 	A director who is absent from the country or unable for any otherreason to carry out his duties, may appoint another director or anyother person approved by the board of directors, to act as an alternate

director, unless this is prohibited in the Articles. 
* A company may not make a loan to a director, or guarantee or provideany security connected with a loan made to the director by another person. There are other regulations affecting company loans. 
* There are also other regulations covering limitations on the powers ofdirectors, contracts in which directors are interested, duties connectedwith sale or purchase of company securities, and various payments to 

directors. 

STATUTORY REQUIREMENTS - COMPANY SECRETARY
 
" 
Every company must have a secretary, appointed by the directors, who 

is a Malawi resident. 
• The term, pay and conditions of the appointment is decided by thedirectors and the person may be removed by them (unless the Articles 
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state otherwise). However the secretary may claim damages from the 
company if removed in breach of contract. 

* The secretary may be a body corporate.
 

" Two or more persons may act jointly as a company secretary.
 

* An assistant or deputy secretary or any other coniyany officer may be 
authorised by the directors to act as company secretary if the office is 
vacant or if the secretary cannot carry out his duties for any reason. 

STATUTORY REQUiREMENTS - COMPANY REGISTER 

* 	Every company must keep a register of its directors and secretaries at 
its registered office containing specified details with respect to each 
officer. 

* 	This must be available for inspection by any member of the company 
during business hours without charge, and by any other person on 
payment of a specified small fee. 

* 	Every company niusc send to the Registrar of Companies a return, in a 
specied form, containing the particulars recorded in the register. 

The above Statutory Requirements (mainly dealing with companies) 
represent only some of the basic regulations affecting the running of a 
company. For details of other legislation, you must seek professional 
advice and/or obtain a copy of the Companies Act. 

STATUTORY REQUIREMENTS - DUTIES AND RIGHTS OF PARTNERS 

In general, a partner must act in complete good faith towards the other 
partners and must comply with the conditions of the partnership agreement. 

According to the Partnership Act (Chapter 46:04), and subject to any agree
ment between the partners: 

* 	all partners are entitled to share equally in the capital and profits of the 
business, and must contribute equally towards the losses; 

* 	the firm must cover any partner for payments made and liabilities 
incurred by him in carrying out the business of the firm or in the process 
of preserving the business or properry of the firm; 

* 	any partner who makes on behalf of the partnership, any payment or 
advance greater than the amount of capital he has agreed to subscribe, 
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must be paid interest of 5% per year from the date of the payment oradvance; 
* a partner is not entitled, before calculation of profits, to interest on anycapital subscribed by him; 
* every partner may take part in the management of (he business;

* 
no partner may be paid for acting in the partnership business;

* 
no-one may be introduced as a new partner without the agreement ofall the existing partners;
* any difference arising concerning ordinary matters connected with thebusiness may be decided by a majority of the partners, but no changein the nature of the business may be made without the agreement of

all the partners; 
* 	 the partnership books must be kept at the business offices (or the mainoffice, if there is more than one) and every partner must, at any timehe wishes, be able to inspec, and copy any of them;
* no majoriy of the partners can expel any partner unless the power todo this has been previously agreed by them;

* any parcner may end his partnership at any time by giving notice of hisintention to do so to all the other partners, unless a 	 fixed term ofpartnership was agreed on in the original agreement;
1 	where the partnership formed by awas Iced (formal written agreement), a signed notice in writing is sufficient notice of a decision

leave the partnership; 
to 

P when a fixed term partnership continues after the period has finished
and there is no new agreement, the rights and duties of the partners
are 
the same as they were under tile previous agreement;
 
t 	 continuing of the business by the partners beyond the period of theagreement, without any settlement or liquidation of the firm's affairs,is regarded as a continuance of the partnership;
* partners nust provide true accounts and full information of all thingsaffecting the partnership to any partner or his legal representatives;
* 	a partner Must inform the firm of any private benefits or profitsobtained by him from any transaction involving the partnership or itsproperty, name or business connections, without the consent of the
ether partners;
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* 	if a partner makes any profits by carrying on a similar business in 
competition with the firm, without the permission of the other partners, 
he must pay over and account for these to the firm. 

The above points cover some of the basic regulations dealing with partner
ships. Other parts of the Act deal with relations of partners to persons dealing 
with them, other aspects of partners relations to one another, and dissolution 
(ending) of the partnership and its consequences. For details of these, you 
should obtain professional advice and/or a copy of the Act. 

OTHER REGULATIONS AFFECTING BUSINESSES 

Exchange Controls 

* These are regulations co,'ering the movement of foreign exchnge into 
and out of the country and are contained in the Exchange Control Act 
1984 and the Exchange Control Regulations 1984. 

• 	 Exchange control applies to all foreign transactions, whether capital or 
recurrent, routine or one-off. 

* 	Exchange control is admi.istered by the Reserve Bank of Malawi under 
the authority of the Minister of Finance. The Reserve Bank in turn 
gives limited authority to commercial banks to act as its agents. 

* 	All matters dealing with exchange control (most commonly applica
tions for foreign currency allocations in order to import goods or raw 
materials) must be directed through a commercial bank dealing as an 
agent for the applicant. 

* 	Powers in the Regulations allow for inspection of accounting and other 
documents and requiremwnt for a person to provide information, even 
where this may be incriminating. 

* All foreign exchange transactions are assumed to be unauthorised 
unless proof of the existence of authority can be produced. 

* 	Penalties for infringements of the Act or Regulations are severe. 

* 	Generally the effect of the Regulations in practice is to restrict transac
tions involving outward remittances of capital much more than those 
involving import of goods and services, and to restrict imports of luxury 
items more than essential items and raw materials. 

* There are strict time limits between the date of exchange control 
approval and the date of receipt of goods, and between the latter and 
the date of application for foreign exchange for settlement. 
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" There is no appeal procedure against Exchange Control decisions, but
applications can always be re-submitted together with further documen
tation or argument. 

* 	If a remittance is not approved or is required to be phased, payment
into a specially designated bank account usually provides a valid legal
defence for a debtor. 

EXPORT AND IMPORT REGULATIONS 
* 	These are based on the Control of Goods Act (Chapter 18:08) and

administered under the Ministry of Finance, Department of Customs
and Excise, P/Bag 20, Blantyre (tel: 620288). The Act gives power tocontrol all imports and exports. At present only a few items require
licensing under this Act. 

" Open general licensing (no applicati n required) applies to mostimports from non-Communist countries and also to petroleum pro
ducts, personal effects, and items in transit, regardless of source or 
origin. 

* 	Restricted imports include firearms and exposives and banned filns 
and publications.
 

* 
Nearly all imports of goods and services require approvl in advance
of ordering from the Reserve Bank (usually based on pro forma
invoices) if remittance of settlement is to be allowed (see above). This process may take several months. However, the import approval
process is gradually being made easier, initially giving ",uthority tocommercial banks, within ceilings (maximfulml quantities) for each im
porter, for categories of items such as industrial raw materials, inter
mediate goods, and spare parts. 

" All commercial importers and exporters must register with and obtainthe required licences from the Ministry of Trade, Industry and Tourism,
Licensing Officer, BoxPO 30366, Capital City, Lilongwe 3 (tel:
732711). 

* 	Exporters should contact the ExportMalawi Promotion Council
(MEPC) (address and telephone number given at the end of the
chapter) for detailed information on procedures, regulations and licencing. They also advise existing and potential exporters on markets 
and buyers. 

" Exporters are required to register with the MEPC if they wish to take 
advantage of various tax and other concessions. 
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Price Controls 
* 	Acting on the advice of a Price Control Board, the Minister of Trade,

Industry and Tourism, can fix maximum and minimum prices, or set 
prices for any goods. 

* There are fair rules for the calculation of cost, but no legal standards 
for profit margins. 

* 	These controls do not apply to export sales, and only a small number
of crop purchase, wholesale or retail prices have so far been controlled
including: motor fuel, sugar, hoes, fertilisers, maize flour and vehicle spare parts. However, very strong pressure can be applied without 
statutory authority by the import approval department of the Reserve 
Bank. 

* 	Specified documentation must be kept fo: any items subject to formal 
price control. 

* 	All licensed traders must clearly display sale prices for all goods. 

Pollution Control
 
* 
Local government has primary responsibility for the control of noxious 

or potentially offensive industrial emissions, as well as for town and 
country planning generally. 

* 	The Ministry of Health can take strong action against detected pollution
and discharge of waste products, including those involving agricultural
activities. 

" Water Boards control all water-gathering grounds, and contamination
of these is an offence. Partic,!-ir attention is paid to protection of the 
pollution-free waters of Lake Malawi. 

" All the relevant authorities should be consulted at the planning stage
of a new business enterprise. 

Miscellaneous Regulations 
A number of laws not detailed above have regulatory effects on businesses, 
including: 
0 	censorship of books, other publications, drama, films and videos (Cen

sorship and control of Entertainments Act, Chapter 21:03); 
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* advertisement display (Advertisements Act, Chapter 23:03); 

" 	display of net weights of goods on containers and invoices, and disclo
sure on foreign goods price lists of any non-metric weights or measures; 

* 	disclosure on labels, containers, etc. in specified circumstances, of 
information quch as country of origin of goods, and ingredients and 
their significance; 

* 	passing of information harmful to the safety, interest or good name of 
Malawi, or subversive to the authority of the government. 

OTHER ISSUES AFFECTING BUSINESSES 

The Malawi Bureau of Standards (MBS) 

" 	New businesses: the Ministry of Trade, Industry and Tourism sends a 
copy of all business registration applications to the MBS on behalf of 
new businesses and asks for any comments regarding local or national 
standards foi any of the products involved. If standards have been set, 
a copy of these is sent to the entrepreneur for information and 
guidance. 

* 	Small, unregistered busiesses, such as oil expellers in villages, can send 
samples to the MBS for testing. 

* 	For information on existing standards, contact the Malawi Bureau of 
Standards Library, PO Box 9,16, Blantyre (tel: 670488). 

" Permits are issued by the NIBS for the use of a "Standardisation Marl 
of Quality" on goods which comply with national standards and which 
are subject to regular factory inspection to ens,,re consistency and 
compliance with the standards. An annual fee is charged for these. 

Government Tenders 

" Any business person can request forms upon which to bid as a supplier 
of goods to the government. 

" 	Advertisement. for tenders are published in the national newspapers 
and each one requires a new form. 

* 	Requests for forms and submissions of bids are made to:
 

The Malawi Government Central Tender Board,
 

PO Box 51300, Limbe.
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Further Information and Advice 

0 Your legal practitioner and/or the relevant Acts of Parliament- for 
details of statutory requirements affecting business. 

0 	 Your local commercial bank - for information on exchange control 
procedures and applications. 

9 	The Malawi Export Promotion Council, P.O. Box 1290, Blantyre 
(tel: 634499) - for advice on export licensing, markets, buyers, etc. 

* 	Other addresses and telephone numbers are given in the relevant 
sections of the text for obtaining information on specific issues 
affecting businesses. 
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17. Insurance and pensions 

Often, at the start-up of new businesses, businessmen may think of insurance 
as something they can do without. But problems arise when the decision to 
take out insurance comes too late, and the person is then faced with large
losses which he could have avoided. 
As has been mentioned many times throughout this booklet, there is no
substitute for good professional advice, and it is well worth while seeking help
from someone who is experienced in this area to guide you. 
This chapter gives a brief outline of the main points to be remembered when 
thinking about insurance for your business. 

Take Note 

Usually an insurance broker (someone who arranges and sells insurance 
policies on behalf of insurance companies) will not charge fees for his services. 
He receives commission (a fee related to the value of the policy) from the 
insurance company on the policies he sells. 

There -re many different types of insurance, and certain of these are 
compulsory, for example, third party insurance on motor vehicles. 
It is well worth considering taking out one or more of the following kinds 
of insurance depending on the type of business involved: 
* Burglary: this covers property in business premises (and/or domestic 

premises if required) against loss or damage caused by thieves breaking
into and out of the building. Such a policy specifies that there must be 
violent entry or exit from the premises, and therefore any losses or 
damage which arise from a thief hidden in the premises, and who does 
not need to break in or out, are not covered. Also losses sustained by 
employees within the premises are excluded; 

" Fire: this provides cover against loss or damage caused by fire, light
ning, exposion, and certain other special perils (eg. storm, earthquake,
flood, wind) which may be included if required. The policy usually 
covers buildings but can be extended to cover contents as well; 

* 	Loss of Profits: this cover provides a financial back-up in situations 
where there has been a loss covered under the main fire or machinery
policy which will have a major effect on operation of the business. Lost 
revenue can be covered and thus the business concern will still function 
when the original loss has been reinstated or repaired; 
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* Goods in transit: this coveis loss or damage to goods being transported 
from one place to another either by professional transporters or by own 
transportation. The cover can be arranged on an "all-risks" basis or 
against fire, collision, and overturning basis only; 

" 	Electronic Equipment: this policy provides cover against accident, loss 
or damage to such equipment; 

* Machinery Breakdow: provides cover against accidental loss or dam
age to specified machiniery used in the business; 

* Public Liability: cover provides insurance to indemnify (protect) the 
insured for claims against him arising out of loss or injury to third 
parties (other pei-sons not involved in the business) during the day to 
day operations of the insured's activities as a property owner, or in any 
other circumstances which make him liable under the law; 

* 	Products Liability: provides indemnity to a manufacturer for any 
liability arising due to defective products which have been manufac
tured or distributed by him; 

* 	Professional Indemnity: this policy covers liability arising out of pro
fessional negligence or wrongful advice. Clients who have been given 
such wrongful advice could lowe money or face other difficulties as a 
result and may be entitled to sue for damages; 

" 	Fidelity Guarantee: covers employers against loss due to pilferage by 
employees. This is different from money or burglary insurance, where 
employees are excluded by the policy. 

* 	Farmers Insurance: this may take one or both of two forms: 
* 	Tobacco field to fiocr cover, which covers tobacco against loss or 

damage during picking, baking, storage, and finally transportation to 
the auction floors; 

" Tobacco hail cover, which is a fairly new cover providing protection 
for growing tobacco against hail damage while in the field. 

* 	Individual and/or Group Personal Accident: this provides some com
pensation for the expenses and loss of earning capability arising from 
an accident affecting the insured. It is available for certain specified 
amounts or may be based on annual earnings, for 2, 3, or 4 years 
depending on the insured's ability to pay the premiums involved. 
Benefits are selected and specified by the extent of the injuries sus
tained: 
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e.g., death - the capital benefit is paid; 
loss of limb - a percentage of the capital benefit is paid. 

This is a useful cover for employees and can be extended to cover 
medical expenses as wcll, up to a specified amount. 

* 	Workniens Compensation: under t!,e Workmens Compensation Act
emplo)ers have a statutorl responsibility to compensate workmen for
death, injury or disease arising as a result of their employment (see also 
p. 131 in Chapter 17). Such payinenes must be paid according to terms
specified in the Act. This policy insures the employer against such 
compensation liabilities which may arise. 
Employees other than "workmen" ca:n also be covered for Common 
Law liability if required and this policy extension is commonly taken 
up by employers. 

* 	Contractors "All Risks": this policy provides "all risks" cover to con
tract works for accidental loss or damage. It can be extended to cover
3rd Part' Liability, plait, construction machinery, etc. 

* 	Plate Glass: this insurance provides "all risks" cover against loss or 
damage to plate glass. 

" Motor Insurance: by law, all motor vehicles must be insured and you
will need to consider which of the following types of cover will be
required for any vehicles used ini your business [and of course for y'our 
own Fersonal vehicle(s)]: 
Comprehensive this is the widest and covers accidental loss or damage
to the vehicle, as well as 3rd party liability. A minimum limit of liability
is stipulated by 'aw and at present is MK10,000 for damage to property
and unlimited for death. Policies usually provide a maximum limit for
third party property damage (a typical amount is MK250,000); 
1 bird Party, Fire and Theft - provides a more restricted scope of cover
than comprehensive insurance, but covers loss of the vehicle through
fire and theft, in addition to 3rd party liability;
 
Third Party Only - this covers only 3rd party liability, subject to the

minimum legal limit (see above) and the maximum limit stated under
 
the particular policy;
 

* Group Life Assurance: this policy provides cover for a minimum of
two specified employees, should they die whilst in the service of an
employer. The employer may arrange for the benefits payable to the 
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dependant(s) to be 1 or more times the annual salary of the employee 
up to a limit depending on the particular policy. 

This type of insurance may be part of a combined Group Life and 
Pension scheme operated by an insurance or pensions company (see 
also below). 

The above list is not exhaustive, aivd you should talk to an insurance company 
or broker to obtain further details about the cover (protection) provided by 
the different types of insurance policy and about which of these you may need 
for your business. 

As well as considering the insurance requirements for your business, you 
must not forget to consider your own personal requirements. These 
might include protection for your property and possesions or a personal 
life assurance policy, which provides suppdrt for your dependants in the 
case of your death or a lump sum when the policy matures (comes to the 
end of its term). 

Many people find that when the day of an accident or disaster comes, they 
are under-insured (ie. they do not have sufficient protection). Make sure 
therefore when taking out insurance that you obtain tile right valuations 
for the property or other items involved. 

Remember that inflation is always pushing up the replacement costs of 
assets and that you must therefore regularly review the insured values of 
these to make sure they are adequate. 

PENSIONS 

Saving for a pension may be the last thing on your mind when starting up a 
business and making contributions to your employees pensions may not even 
occur to you. But the sooner you start, the cheaper it is to obtain a given 
benefit on retirement. If you are running your own business, then your 
pension when you retire will depend solely on you. Including your employees 
in a group pension scheme will help provide them with long-term security for 
when they retire as a tax-efficient form of remuneration and will help to 
encourage their loyalty and good service. 

Take Note 
In the case of employees a pension is a periodic payment (eg. monthly, 
quarterly, annually) made to an employee on his retirement from service, 
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which thus provides support for the ex-employee and/or his dependants,
 
after he ceases to be paid by his employer.
 
Contributions are paid at regular intervals by the employer and/or the
 
employee 
 into a pension fund operated by a pensions or insurance 
company, the amount of which depends ol the size of benefit which is to 
be received upon retirement. 
In some cases the employer pays the full amount for contributions to the
employee's pension fund (non-contributory pensions) and in others the 
employee contributes up to a maximum of 5% of his salary (contributory 
pensions). 
Under a typical pension scheme, on retirement the employee may com
mute (take as a lump sum) 1/3 of the total annuity (pension) and the 
remaining 2/3 is payable to the annuitant (the person receiving the 
pension), guaranteed for 5 years. This means that if the person dies within 
this period the balance of the annuity not yet paid to him will be paid as 
a lump sum to his dependant(s). 
If the person survives beyond this time, he will continue to receive regular
pension payments (paid monthly, quarterly or however is agreed with the 
pension company) for the rest of his life. 
Insurance and Pension companies may operate a joint Group Life and 
Pension Scheme which combines both of these benefits (see above for 
details of Group Life assurance policies). 

Certain tax concessions apply to pension contributions and benefits (see
Chapter 15: Other Taxation Matters Affecting Businesses - for further 
details): 
* lump sum benefits received from approved pension funds are exempt 

from tax up to K5,000; 
* 	up to certain defined limits, employer's contributions to approved

pension funds for their employees are deductible for tax purposes; 
* 	employee's contributions to approved pension funds are deductible up 

to a defined maximum amount per year. 

Another advantage of contributions to a pecsonal pension scheme is that 
in certain circumstances it may be possible to borrow against the value of 
time scheme. 
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Further Information and Advice 

* 	Your auditor or accountant - for general advice on insurance 
requirements for your type of business. 

o 	An insurance broker (see the Yellow Pages in the telephone direc
tory) or the National Insurance Company Ltd 9NICO), Head 
Office, NICO House, P/Bag Capital City, Lilongwe 3 (tel:730366), 
or an) NICO branch office - for detailed information and advice 
on the different insurance policies available. 

* 	NICO, Life and Pensions Division, NICO House, P.O. Box 501,
 
Blantyre (tel: 636699), or;
 

OLD MUTUAL, Old Mutual House, P.O. Box 30158, Capital City,
 
Lilongwe 3 (tel: 7305.12/730588), or;
 
OLD MUTUAL, P.O. Box 393, Blantyre (tel: 620677)
 
- for details and advice on life assurance policies and pension
 

schemes. 

115 



18. Business infrastructure 

These are the services and amenities which are necessary for a businesspremises to function properly such as electricity, water, telephone, thebuilding design itself and road access. This chapter gives information on how 
to go about obtaining and installing these facilities. 

Take note 
Electricity 

The procedure for obtaining electrical service are: 
* apply in person or in writing to your nearest Electricity Supply Commission of Malawi (ESCOM) office. The address and telephone num

ber can be found in the telephone directory; 
* inform them of your particular needs such as: power requirements

(sing!e or three phase supply), location of plot (plot number for urban
buildings and a sketch map for rural buildings); 

" ESCOM will then give you an estimate of he cost of installation of thesupply. After detailed investigations, they will send you a detailed
quotation. The cost will mainly depend on the distance of the building
from existing power supply lines. After payment has been made,
installation work can begin; 

* buildings must be wired up by an ESCOM registered electrical contrac
tor. Ensure that the design of the building includes sufficient lighting
and power points for your needs. Too few of these may cause you
difficulties and further expense later; 

" 	if the location of the building is far from a current electricity supply
point, you will be required to pay for the installation of a transformer
which may cost from K7,000 -K15,000 depending on the size required; 

* the cost of installing an electricity line varies between KI 2,000- K22,000 
per kilometre again depending on the size required for your supply
needs. 

Electricity Charges (Tariffs): 
* 	Electricity supplied is charged by the number of units used (a unit is 

one kilowatt-hour) in a certain period. These are calculated by meter
readings at approximate intervals of one calender month. 

" There are 5 scales of tariff depending on the type and location of the 
electricity supply: 
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- Scale I (Domestic Tariff) - for the supply to premises used only for 
residential purposes and all electrical appliances normally used in 
such premises including motors up to 2 h.p.; 

- Scale II (High Density Domestic Tariff) - for the supply to premises 
of a type approved by ESCOM used only for residential purposes in 
areas declared by ESCOM as high density residential areas for the 
purposes of electricity supply; 

- Scale III (General Tariff) - for consumers using an average of less 
than 6,600 units per month. Where a consumer uses equipment 
which lowers the load factor to less than 20%, ESCOM may restrict 
the use of this to "off-peak" (less busy) periods or arrange for a special 
tariff; 

- Scale IV (Powver Tariff) - for consumers using an average of more 
than 6,600 units per month. For this there is a Maximum Demand 
charge, a unit charge, a monthly minimum charge and a Power Factor 
Clause charge; 

- Scale V (Optional Annual Power Tariff) - for consumers with average 
demands of 500 kW or more per year. For this there is a Maximum 
Demand charge, a unit charge, an annual minimum charge and a 
Power Factor Clause charge. 

Water Supply 

* 	For information on availabilty and installation procedures, you should 
contact your local Water Board offices or the Regional Controller of 
Works, Water Department, in y'our region. 

" The fees for installation vary according to the distance from present 
water supply lines and must be paid before installation work can begin. 

Type of Building 

1. Building Codes and By-laws 

* The construction or renovation of premises for businesses must con
form with (meet the requirements of) either the national building codes 
or the city, municipal, or town council by laws which cover the design 
and construction of such buildings. 

" The location of the premises will determine whether you should contact 
the city, municipal, or town council (building by-laws created by the 
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local authority - usually covering urban areas) or the Department of 
Town and Country Planning (national building codes -usually for rural 
locations). 

Q Industrial buildings and installations must conform with the standards 
set out in the Factories Act. All proposals for such premises must be
referred to the Inspector of Factories at the Ministry of Labour. 

2. Zoning and Land Development 
" You will need to contact the Town and Country Planning Department

in Lilongwe or the appropriate District Commissioner, for details of 
these requirements. 

* In all districts special areas have been zoned for commercial and 
indust,-ial development purposes. Businesses or industrial operations
will only be allowed in these areas. 

Roads 
* To enquire about local road conditions or plans for upgrading rural 

roads, you should contact the Roads Department, District Roads Im
provement and Maintenance Project (DRIMP) office in Lilongwe or 
your local DRIMP office. 

Further Information and Advice 
Electricity Supply 

* For all enquiries regarding supply and installation, contact one of 
de following ESCOM offices: 

- Head Office, ESCOM House, P.O. Box 2047, Blantyre (tel: 
636000); 

- Engineering department and faults (tel: 670655); 
- Lilongwe Area Headquarters (Central & North), P.O. Box 768, 

Lilongwe (tel: 721788); 

- your local district ESCOM office (address and telephone num
ber in the telephone directory). 
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FurtherInformation and Advice (Co.tinued) 

* Water Supply 

0 	 For information on availability and installation, contact:
 

- Lilongwe Water Board, P.O. Box 96, Lilongwe (tel: 732766);
 

- Blantyre Water Board, P.O. Box 30369, Chichiri, Blantyre 3 (tel:
 
670623);
 

- Regional Controller of Works, Water Department:
 

Tikwere House, P/Bag 390, Capital City, Lilongwe 3 (tel:
 
732155) - for the Central Region;
 
P/Bag 6, Mzuzu (tel: 332733) - for the Northern Region;
 
P/Bag 13, Blantyre (tel: 635755) - for the Southern Region.
 

* Building Codes and By-Laws 

* Your local city, municipal, or town council - for details of by-laws
 
affec~ing urban premises.
 

* The Department of Town and Country Planning, P 0. Box 30385,
 
Capital City, Lilongwe 3 (tel: 733666) - for information on national
 
building codes applying to rural premises.
 

* The Inspector of Factories, Ministry of Labour, P/Bag 344, Capital
 
City, Lilongwe 3, (tel: 7303,4), and the Factories Act (Chapter
 
55:07) - for details of standards applying to industrial premises.
 

E Zoning and Land Development 

* Contact the Department of Town and Country Planning (address
 
and telephone number given above) or your local District Commis
sioner- for information on commercial and industrial zones in your
 
area.
 

* Roads 

• 	 Contact the Roads Department, District Roads Improvement and
 
Maintenance Project (DRIMP), P.O. Box 30104, Capital City, Li
longwe 3 (tel: 721100) or your local DRIMP office - for details of
 
road conditions and upgrading plans for cural roads in your area.
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Appendix 1: What price to charge ? 

This is one of the most complicated areas of a business. Generally, the priceyou can charge for a product or the fee you can charge for a service dependson what price your competitors are charging for theirs. You can change thissituation by making your product or service slightly different (and preferably
better) than the alternatives available. 
You must know, however, hcwv much it costs you to obtaia or produce eachunit of the product or to provide each type of service. There is clearly nopoint in continuing to produce or supply goods or provide a service which is
causing you to make a loss. 
The following steps show how you can work ou t a suitable price to charge fora product which you are producing, but can also 1:e adapted to work out aprice for a service being provided, or a ready made product being supplied. 

Step 1 - Work out your variable costs 
Make a note of the variable costs connected with making one unit of yourproduct. Variable costs are those which vary directly with the number of unitsbeing produced and might include, for example: 

Costs (MK per unit) Product A Product B 

Materials 1.40 2.60Wages 0.70 1.30Other costs 0.20 0.30 

Variable cost per unit 2.30 4.20 

Step 2 - Work out your fixed costs 
These are costs which do not change with the amount of production. This isreally only true up to a certain point as at some stage you will have to enlargeyour production premises or machinery and then fixed costs will increase (forexample you may have to move to a larger building). 
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Your fixed costs per month may be as follows: 

Item 	 Cost per month (MK) 

Rent 2,000 
Depreciation of machinery 200 
Non-productive salaries 600 
Selling expenses 1,000 
Other 1,000 

Total fixed costs 	 4,800 

Step 3 - Find a fair way of dividing the costs 
If you are only producing a single product, then this is easy to do. But many 
businesses will be producing more than one product. Then you will need to 
find a fair way of splitting the fixed costs between the different products. 
Which method you choose to do this will depend on the kind of business. 
Methods you may think about include splitting costs: 

• according to labour hours used to produce each product; 

* 	according to the area of factory floor space used to produce each 
product; 

* according to the machine hours used to produce each product; 

Suppose in the example above, Product A takes 3 hours labour to make and 
Product B takes 5 hours. If equal quantities of each product we-e made, then 
3/8 of the fixed costs would be carried by Product A and 5/8 by Product B. 

Step 4 - How much are you going to make? 

So far we have assumed that there are two limiting factors affecting how much 
you will produce: 

" how much you can sell, and; 

" how much your production facilities allow you to produce. 

However, there may also be other limiting factors such as how much materi
als, labour or finance is available. 
Suppose, for the purposes of our example, you think you can manufacture 
and sell 2,500 units of Product A and 1,000 units of Product B. Allocation 
(dividing tip) of fixed costs is then calculated as follows: 
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Product A Product B
(MK) (MK) 

Number produced 2,500 1,000
Machine hours per unit 3 5Total machine hours used per month 7,500 5,000
Total machine hours 
are 12,500, therefore 
% of total used 60% 40%Allocation of fixed 2,880 1,920 
costs in line with % (MK) 
Fixed cost per unit (MK) 1.15 1.92 

Step 5 - Work out the selling price required 
The calculation of the selling price depends on what you decide is a reason
able level of mark-up. This is the level of normal profit that you require andhas to cover costs other than fixed and variable costs, such as interest you
may have had to pay on any money borrowed and an acceptable amount of 
profit for you to live on. 
Suppose that a,,er considering all these points you decide that a mark-up of 
25% is required. 

Your selling price is then calculated as follows: 

Product A 
(MK) 

Product B 
(MK) 

Variable costs 2.30 4.20 
Fixed costs 1.15 1.92 

3.45 6.12 
25% mark-up 0.86 LU 
Required selling price 4.31 7.65 
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Step 6 - Can you sell at this price ? 
A check on products available on tile market may show that products similar 
to Product A are being sold at K5.00 (ie. more than your price) but those 
similar to Product B are being sold at K7.00 (ie. less ti-lan your price). 
Clearly the solution in this case is to p: oduce more of Product A and less of
Product B. Suppose though that the market for Product A is saturated (ie.
demand for the product is completely satisfied) at a level of 2,500 units. 
It is still worth producing Product B as it gives a "contribution" towards the
fixed costs of the business. In fact you could sell Product B for as low as K4.21 
(slightly above the variable costs) and a contribution would still be there. This
would only be a short-term solution, as in the long-term this would not be a
satisfactory way to run a business. All your products should be profitable if 
possible. 

Step 7 - Working out the break even point for 
the business 

We will now look at the break even point for a particul-u"business. This is the
point at which you just cover your costs. You must always know the break 
even point for your business as a whole so that you can adapt to changes in
trade conditions. Suppose that you were able to obtain the prices shown in 
Step 5. The calculations would then be as follows: 

Product A Product B Total 
(MK) (MK) (MK) 

Units sold 2,500 1,000
Selling price 4.31 7.65 

Sales value 10,775 7,650 18,425
Variable costs LM 4.2m I 

Gross margin 5,025 3,450 8,475
Gross margin % 47% 45% 46% 
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If the proportion of Products A and B in the sales mixture stays the same, 
then the gross margin as a percentage of sales is 46%. This means that for 
every K1.00 of sales value, KO.46 can be used to cover fixed costs. As fixed 
costs are K4,800, this means that you will have to acheive a sales value of 
K10,435 (K4,800 KO.,t6) before starting to make any profit. This is the break 
even point of your business. This changes if the mix of sales varies. You must 
then check it again carefully. 

12oPAY!/
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Appendix 2: Patents, trademarks, designs 
and copyright 

Patents 

* The purpose of these is to protect technological inventions being used 
without a special licence. 

* 	The) can be granted for any new invention, but this has to be a tangible
product (something which can be touched) and not something like a 
scientific theory or mathematical formula. 

" 	Generally, patents are used for products or processes used in industrial, 
commercial or agricultural activities. 

* 	The holder of a patent has the sole right to make or produce the 
invention and, therefore, receive all the profits from the sale of the 
invention.
 

" A full description of the invention is included in the patent specificatioi.
and, for this reason, you will need the assistance of a legal practitioner 
to prepare your patent application. 

* A patent certificate costs R 12.00 if granted and is valid for one year but 
it is good for 16 years, provided the renewal fees are paid each year. In 
certain cases, the period of validity may be extended. 

" To apply for a patent certificate, an application must be sent to the 
Legal Practitioner, Registrar of Patents and Trademarks, PO Box 100, 
Blantyre (tel: 635077). The application fee is 50 tambala. 

* Other I eople interested in using the invention must apply for one of 
the following licences: 

-	 Compulsory Usage Licence, if the patent has been judged of import
ance by the government, or if the patent has not been used 3 years 
after being granted. Fee: K8.00; 

-	 Usage Licence, for all other patents. Fee: K4.00. 
* All enquiries regarding patents and usage licences should be made to 

the Legal Practitioner, Registrar of Patents and Trademarks. 

Trademarks 

* 	A trademark is a brand name, heading, label, word or symbol or a 
combination of these which is displayed on your product or used in 
your trade in order to distinguish the goods you sell or services you 
offer from others of a similar type. 
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* 	In order to protect the trademark from being used by other people a 
certificate must be obtained. 

* 	Applications for trademark registration must be submitted to the Legal 
Practitioner. Registrar of Patents and Trademarks (address above). 
The application fee is K12.50. 

* Trademarks are registered publicly following advertisement and a 
period during which any objections may be made. 

* The fee for issue of a certificate if the trademark is granted is K4.00 
and the certificate is valid for 7 years. 

" Once the trademark is registered it may only be used by the applicant 
and other people are prohibited fiom using it or a similar mark on the 
same type of goods oi services. 

Copyright 

• 	 This applies to all written works, works of art or music, films, videos, 
radio broadcasts, computer software, etc. and prevents copying of the 
material covered by the copyright without either special permission of 
the artist or producer of the work or a licence. 

* 	Copyright is given automatically and lasts until 50 years after the death 
of the author or originator of the work. Shorter periods apply to films, 
sound rec.-rdings, videos, computer software, and audio tapes. 

* 	Usage licences can be compulsory. All enquiries regarding copyright 
shotuld be addressed to the Registrar General, PO Box 100, Blantyre 
(tel: 635077). 

* 	Formal registration of works is not required. 

Industrial Designs 

* 	Protection of new or original artistic designs for industrial purposes 
can be obtained through registration similar to that of trademarks. 

* There are also provisions for compulsory' licensing for use of designs 
in certain cases. 

* 	Designs for greetings cards, advertisements and similar items are 
excluded fiom such protection. 

* 	Certain types of design are withheld from public inspection for a limited 
time.
 

" There is no advertising requirement before registration.
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Appendix 3: Business licences, permits 
and registrations 

Various types of these may be required by law, depending on #te kind of 
business, before you can begin trading. Different government Ministries and 
Departments handle applications for and granting of different types of 
licence etc., and therefore this chapter is divided into sections depending on 
the particular licensing authority involved. 

Ministry of Trade, Industry and Tourism, (MTIT)
 
Licensing Officer, PO Box 30366, Capital City
 
Lilongwe 3 (tel: 732711)
 

INDUSTRIAL LICENCE 

" This is required for any type of manufacturing, processing or assem
bling activity generally employing 10 or more employees and using 
machinery of 25 h.p. or more. 

- Exceptions to this requirement under the Act include: wooden and 
metal furniture manufacturers andjoineries, bakeries, confect: )ners, 
pulp and paper product manufacturers with 3 or more employees 
and using 3 h.p. of energy. 

- Clothing manufacturers with 5 or more employees and using 5 h.p. 
or more must be licenced. 

* The Minister may declare any specified business to be subject to or 
exempt from the requirements of the Act, regardless of the size of the 
business. 

" A written request for a licence application form should be sent to the 
Licensing Officer and the completed form must be sent to the same 
office. After review, the application is published in a national news
paper for the information of the public, so that anyone wishing to make 
a representation concerning the application may do so. Such repre
sentations must be in writing to the Ministry within a specified period 
and a copy will be sent to the licence applicant. 

* 	The licence may be granted or refused, in part or in full, after conside
ring the application, any representations and any reports concerning 
these. Reasons why the Minister may refuse a licence include: 

-	 inadequate available capital, technical skills or raw materials; 

-	 unsuitable business location; 
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- that in his opinion the licence would not be in the best interests of
the economy or public need or of the particular industry concerned; 

" The annual licence fees for aMalawian owned business is K100 whereas 
that for foreign owned businesses is K1,200. 

" The licence may be cancelled for such reasons as: 
- failure to begin manutfacture oftle licenced product within areason

able time; 

-	 ceasing to manufactuLt e tie lic'iiced product; 
-	 failure to pass Iandom safety or hygeine inspections (':pot-checks). 

TRADING LICENCES 
These are covered by the Business Licencing Act (Chapter 46:01) and 
apply to retail and wI olesale tradin g: 
" applications can be obtained fiom and the completed forms sent to 

your local District Commissioner; 
* each set of premises used for the particular trade must be licenced 

seperately; 
* wholesale and retail activities must be carried out in seperate premises; 
* licences must be renewed each year, effective April 1st. For licences

issued after June 30th, September 30th, or December 30th, fees arc
paid according to the number of quarters or parts of these remaining; 

" the fee for application for the issue or renewal of a licence is MK15.00. 
Types of Trading Licences
 

* 
Agent's Licence - for receiving orders for goods for other persons at 
an),premises. Fee: K750.00. 

* 	Commercial Traveller's Licence - for travelling from place to place to
seek or receive orders for goods. Fee: K750.00. 

* 	Retailer's Licence - for ca.-rying on the selling of goods by retail in any
premises. 

Fee: Within Blantyre, Zomba, Lilongwe, and Mzuzu - K250.00 per year. 
Outside these areas, per year, according to the grade of the trading 
centre. 
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Grade A - K 150;
 
Grade B -K120;
 
Grade C- K70;
 
Grade D - K40;
 
Grade F- K25.
 

* 	Wholesaler's Licence - for carrying on the selling of goods by wholesale 
on an) premises. 

Fee: 	 Within Blantyre, Zomba, Lilongwe, and Mzuzu - K500.00 per year. 

Elsewhere - K200.00 per year. 

* Travelling Wholesaler's Licence - for travelling from place to place to 
sell goods by wholesale. Fee: K500.00 per year. 

* Auctioneer's Licence - for selling real or personal property by public 
auction. 

Fee: 	 MK2,000.00 per year. 

• Clearing and Forwarding Agency licence - K2,000, 

* 	Travel Agents Licence - K 1,000. 

The issue, renewal or transfer of a licence may be refused for the following
 
reasons:
 

" the applicant is under 21 years old;
 

" the applicant or spouse is an undischarged bankrupt;
 

a receiving order of bankruptcy has been made against the applicant 
or spouse within the past 2 years; 

* 	the applicant or spouse has been convicted of a bankruptcy offence 
within the past 3 years; 

* 	the business is likely to create a nuisance or annoyance to persons living 
or working near the premises; 

* the business premises do not satisfy the requirements of any law, which 
may apply to them; 

" 	in the case of a wholesaler's licence, the business would not be in the 
interests of the development of trade in the district or area; 

" 	the applicant, any partners, or managers has been convicted in the past 
3 years of breaking any law in the Business Licencing Act or any other 
Act or by-law which applies to the conduct of the business. 
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If the application for any of the licences above has been disapproved, a furtherapplication may be made after a period of 6 months. 

COMMERCIAL IMPORTERS AND EXPORTERS LICENCE 
A licence to import and/or export for commercial purposes must beobtained fiom the Import/Export Desk at th MTIT (for additionalinformation, see Export and Import Regulations on pp.142-3 in Chapter16. If a person wants to export certain crops (particularly food crops), thelicence application must be endorsed by ADMARC. 

HOTELS AND RESTAURANTS LICENCE 
These licences ale handled by the Department of Tourism, PO Box 402,
Blantyre (tel: 620300): 
" hotels with at least 10 roonlis and which are located in areas suitable for

tourism mtust obtain the above licence; 
* in the case of hotels loc; ted ini tourist sports, the site of the businessmust be approved by the Department of Town and Country Planningand inspected by the Department of Tourism before a licence is given. 

Ministry of Forestry and Natural Resources 
FISHING LICENCE (Department of Fisheries, PO Box 593, Lilongwe
[tel: 721766]) 
* Licensing is covered by the Fisheries Act (Chapter 66:05).
* Pair Trawling Licence - these are very limited and difficult to obtain. 
" Ring Nets - Coinnmercial Licence, vacancies are available. 
" For all other Fishing Units - register at any Fisheries Office in the

country'. Unlinlited muimcr)e of permits. 
* Trading Licences: if fishercen process their catch in any' way beforeselling it (ie. dr)ing, smoking, filleting etc), they must obtain a trading

licence from the local District Commissioner. 

130 



MINING LICENCE (Department of Mines, PO Box 251, Lilongwe [tel: 
722194]) 

" Non-exclusive Prospecting Licence - for small-scale operators to search 
for minerals in any district. The application is reviewed by a committee 
before a decision is made. Fee: K 10.00 per district. 

* 	Mining Clain Licence - if a mineral is found after prospecting, this 
licence is needed in order to mine and sell minerals on a small-scale. 
The licence is valid for one year and is renewable. Fee: KI 1.00. 

* 	Reserved Minerals Licence - needed to buy, sell and hold seni-precious 
and precious stones obtained from people with a mining claim licence. 
The licence is valid for one year anl is renewable. Fee: K300.00. 

" 	All applicants for mining licences are advised to obtain a copy of the 
Mines and Minerals Act, Chapter 67:01) price K3.50 and the regula
tions, price K 1.50, from the Department. 

TIMBER SAWING PERMIT and other permits (Department of Fore
stry, PO Box 30018, Capital City, Lilongwe 3 [tel: 731322/734144]) 

" Timber Sawing - for a permit to saw any type of wood except Mulanje 
cedar, apply to the Regional or District Forestry Officer. Fee: varies 
according to the type and amount of timber involved. 

* Timber Sawing (Mulanje Cedar) - for a permit to saw this timber in 
Mulanje Forest Reserve, apply to the Chief Forestry Officer at the 
Department of Foresty. 

* A Trading Licence to sell timber and/or an industrial licence may also 
be required. Check with the District Commissioner and the Ministry 
of Trade, Industry and Tourism. 

o A Special Permit is needed to export soft wood (ie. pine). Export of 
hard wood (eg. Mlonibwa, Mbawa) is not allowed. 

* 	Gravel Extraction - a perinit is needed to extract gravel fr'om any forest 
reserve. Apply to the Chief Forestry Officer. There is no fee. 

" 	Charcoal Processing Perinits - Hardwood charcoal is not permitted by 
law, or certainly not encouraged. Softwood (pine) charcoal is being 
encouraged as a new business opportunity. The Department of Fore
stry can give policy advice on these. DEMATT can give business advice 
on softwood charcoal. 
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Ministry of Agriculture 
SMALLIHOLDER AGRICULTUR.AL PRODUCT LICENCE 
* The Snmallholder Agricultural Produce (Marketing) Regulations of theAgricultre (General Purposes) Act (1987) cover the marketing ofsmallholder agricultural produce, which is the produce of anyagricultural crop specified under the regulations (for which minimum pricesare set) and grown on customary land. 
* Under these regulati!-., s, no one may buy such produce fom producers

unless: 
u 

- this is done bctwccn 0600 and 1800 hours on any day except Sunday,Ma tyr's day, (or other days specified under the Public Holidays Act)
at markets listed in the regulations for each ADD; 

-	 he is the holder of a valid licence to do this. 
* These rules do not apply to the buying of:
 

- smallhold,.r agricultural p)rod(uIce 
at any market operated by a Dis
trict, Town, M(nicipal, or City Council; 

-	 fresh edible vegetables. 
* 	Application forms for licences must be obtained from and sent to thenearest .ADI) office (addresses given below) together with the application fee of .MKIO.'J0 which is not refindable. If a licence is granted anextra fee of N!K50.00 must Ibe paid before it can be issued.
 
* 
Licences are valid m the ADD in which the produce is purchased fromthe (late of issue to the next March 31st and are subject to certain

conditiows letailed in the regulations. 

SPECIAL CROPS LICENCE
 
* 
The Special Crops Act (Chapter 65:01) covers the designation of specialcrops and crop areas, and the establishment of smallholder authorities. 
* Special Crops (Licensing) Regulations under the Act apply to thegrowing, purchasing and selling of special crops in areas designated asspecial crop areas. Special crops (except tobacco) grown outside theseareas are not covered by the licensing regulations and so there istherefore no control over these. With tobacco, the whole country is

regarded as a special crop area. 
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* 	Designated special crops are: cashew nuts, coffee, cotton, groundnuts, 
macadamia nuts, tea, tobacco, and tung nuts. 

* 	Applications for licences under these regulations must be on a standard 
form (or a copy of one) and must be submitted before October 31st of 
the year preceding that in which you intend to grow, buy or sell a special 
crop. 

* 	Application forms may be obtained from the Ministry of Ag.riculture, 
PO Box 30134, Capital City, Lilongwe 3 (tel: 733300), or from District 
Commissioners' offices, or firom ADMARC (Agricultural Development 
and Marketing Corporation) Ileadquarters office, PO Box 5052, Limbe 
(tel: 6,10500/6.t00-14/640713). 

* 	Completed forms should be sent to the Programme Officer of the 
Agricultural Development Division (ADD) office nearest to tl e location 
where it is proposed to grow, buy or sell the special crop: 

-	 .Mzuzu ADD, PO Bo:: 131, Mzuzu (tel: 332066); 

-	 Kasungu ADD, PO Box 92, Lilongwe (tel: 720344); 

-	 Blantyre ADD, PO Box 30227, Blantyre 3 (tel: 672022); 

-	 Liwonde ADD, P/Bag 3, Liwonde (tel: 532-410); 

-	 Ngabu ADD, P/Bag Ngabu (tel: 426211); 

-	 Salima ADD, P/Bag 1, Salima (tel: 261371/261361); 

-	 Karonga ADD, PO Box 97, Karonga (tel: 362244); 

-	 Mwanza ADD, PO Box 99, Mwanza (tel: Mwanza 12). 

* 	Particular regulations apply to individual special crops. These are 
sumnmarised below, but for further information you should contact the 
relevant growers autI ority. 

Coffee - the Smallholder Coffee Authority (SCA) has no licensing 
powers but can define special "coffee location" areas. Contact the 
General Manager, SCA, PO Box 230, Mzuzu (tel: 332899); 

Tea - the Smallholder Tea Authority (STA) has powers to regulate and 
licence growers, buyers, and processors in the Mulanje, Thyolo, and 
Nkhata Bay areas with holdings less than 10 acres in area. Larger 
holdings or those in other parts of the country are not apparently 
controlled. Contact the General Manager, STA, PO Box 80, Thyolo (tel: 
472399); 
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Tree Nuts - the Tree Nut Authority (TNA) has certain controls overthe growing of Macadamia nuts, Tung nuts, and Cashew nuts. It has
the power to license but not to define special crop areas. Thus the
Authority would appear to have countly-widejurisdiction. Contact the 
General Manager, TNA, PO Box 2134, Blantyre (tel: 670007); 

Sugar - the Sinallholder Sugar Authority (SSA) has powers over land
held under sub-lease firom Dwangwa Sugar Corporation (DSC) which
has been allocated to smallholders, and any other areas which may be
defined by the Minister of Agriculture. It issues licences to grow and
sell sugar in these areas. Holders of sub-leases from DSC are excluded
friom the Special Crops (Licensing) Regulations. Contact the General
Manager, SSA, P/Bag 1, Nkliotakota (tel: 295208); 

Tobacco - the Tobacco Act (Chapter 65:02) requires that a licence be
obtained to grow tobacco anywhere in the country. A person cannot
be registered to grow tobacco both on customary land and as a tenant. 

Burley and flue-cured tobacco (except thein case of small-holders
under the Kasungu Flue-Cured Tobacco Authority [KFCTA]) can only
be grown on estates and a licence is required to buy and resell thesetobaccos (in the case of landlords with tenants) or to grow and sell (in
the case of owner occupiers using their own labour to grow the crop). 

Growers of dark-fired, sun-cured and oiental tobaccos must register
with ADMARC. Growers of Burley tobacco on customary land must

apply for a licence to the Ministry of Agriculture, through their local
 
ADD office.
 

The Ministry forwards these applications to the Tobacco Control
Commission (TCC) for registration. The granting of licences depends
on the trade demand for the tobacco in a particular year. The TCC
assigns each grower a grower registration number and sends any
licences granted direct to the farmer. 

Tenants growing tobacco for sale on private or public land must be
registered with the owner or manager of the land who must have a
licence to buy or sell tobacco. An exception to this applies to the
KFCTA which covers the Kasungu, Mpasadzi, Mpherembe, and Liny
angwa areas. The KFCTA issues licences to (a) occupy a plot and (b) 
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grow tobacco and the Special Crop (Licensing) Regulations do not 
apply. 

Applications for licences must be made to the Chairman, KFCTA, 
P/Bag 12, Lilongwe (tel: 253700). 

Cotton - under the Cotton Act (Chapter 65:04) and Cotton (Licences 
and Fees) Rules, a licence is required to gin or bale cotton, and to buy 
seed cotton. There are apparently no requirements for licences to grow 
cotton. 

The Special Crop (Licensing) Regulations would normally apply but no 
Authority has so far been set Up, nor have any special crop areas been 
designated for cotton growing. 

• 	 Tobacco or cotton which is grown on customary land must be sold to 
ADMARC. Other crops grown on customary land are subject to the 
regulations detailed above for smallholder agricultural produce. 

Ministry of Transport and Communication 

ROAD PERMITS (Road Traffic Commissioner, PO Box 30177, Blan
tyre [tel: 6202771) 

• 	 These are needed to haul goods and to transport passengers conmer
cially. 

* 	For vehicles, taxis, minibuses, and car hires of 3 tons and above, the fee 
is K30.00 for a one year permit. 

For buses, the permit fee is K90.00 for a 3 year permit.
 
For commercial vehicles of less than 3 tons, the purmit fee is K10.00
 
for a one year permit.
 

* 	To qualify for a permit, a certificate of fitness must be obtained and the 
vehicle must be licenced. 

Ministry of Health, PO Box 30377, Capital City, Lilongwe 3 (tel: 730099) 

PHARMACEUTICAL LICENCES 

* 	Different classes of licence are required to sell by wholesale or retail, 
supply, export, import, manufacture, assemble, or dispense medicinal 
products. 
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* 	For details of the liceaces and regulations covering these, consult the 
Pharmacy, Medicines and Poisons Act 1988. 

* Applications for licences must be submitted in the correct form to the 
licensing authority (the Minister of Health). 

o 	Before a decision is made on a licence application, the details of this 
are reviewed by he Medicines Committe of the Pharmacy, Medicines 
and Poisons Board, who then advise the Minister on whether the licence 
should be granted or not. 

Ministry of Labour, P/Bag 344, Capital City, Lilongwe 3 (tel: 730344) 
FACTORY REGISTRATION 
* Factories having 5 or more employees must register through the 

Factories Inspection Office at the Ministry.
 
Fee: K20.00 per year.
 

* All applicants should have a copy of the Factories Act (Chapter 55:07) 
which gives details of the regulations affecting registration. 

Ministry of Justice 

BUSINESS NAMES REGISTRATION 

An),business carried on using a name or names other than those of the 
owner(s) must be registered under the Business Names Registration 
Act (Chapter 46:02). 
Thei details filed for registration purposes are public information. 

* 	Business names are registered with the Registrar General, PO Box 100, 
Blantyre (tel: 635077). 

* 	Fee: KO.62. 

OTHER LICENCES 

* 	Butcheries: 

- Those located within a market square must obtain a licence through 
the Ministry of Local Government, PO Box 30312, Capital City, 
Lilongwe 3 (tel: 73255W). 

- Those located outside a market area must obtain a licence through 
the local District Commissioner. 
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* 	Repair Services: same licence requirements as for butcheries. 

* 	Catering and Accomodation (ie. local restaurants and rest houses): 
licences for these must be obtained from the District Commissioner. 

* 	Bars and Nightclubs: licences must be obtained through the Liquor 
Licensing Board at the relevant District Commissioner's office. 
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Appendix 4: Financial forecasts 
- a worked example 

In this appendix, step by step examples are given of the method of prepara
tion of financial statements, including an income statement, cash flow state
ment, and projected balance sheet for a fictitious company, Tropical Products 
Ltd. (TPL). 
The steps involved in preparing these types of statements are numbered and 
the step number is indicated in the statements for easy reference. 

Step 1 
Calculate the expected monthly sales based on known orders and thorough
market research. For TPL, this works out as follows: 

Month Expected Sales (K) 
April 19,1,00
May 26,700
June 25,500
July 27,000
August 18,900
September 40,500
October 48,600
November 38,100
December 24,300
January 58,800
February 60,000 
March 59.100
 
TOTAL 447,300 

Step 2 

For each month, work out the cost of materials you need to buy and the stocks 
you need to have to achieve the above sales. Then work out the materials used
by taking the opening stock (which is normally nil at the start) and subtracting
the closing stock. For TPL, this is as follows: 
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Month Opening Purchases Closing Materials 
Stock (K) (K) Stock (K) Used (K) 

April 
May 
June 
July 
August 
Septem-

15,000 
16,5,00 
18,600 
21,000 
22,500 

22,722 
12,447 
11,790 
13,740 
9,060 

17,394 

15,000 
16,500 
18,600 
21,000 
22,500 
24,300 

7,722 
10,947 
9,690 

11,340 
7,560 

15,594 
ber 
October 
Novem-

24,300 
27,000 

22,869 
21,429 

27,000 
33,000 

20,169 
15,429 

ber 
Derqm- 33,000 16,497 39,900 9,597 
ber 
January 
February 
March 

39,900 
47,100 
51,900 

30,720 
29,400 
23,352 

47,100 
51,900 
52,500 

23,520 
24,600 
22,752 

TOTALS 231,420 178,920 

TPL company policy is to hold a initial (starting) stock level at K15,000 and 
build this up to K52,500 by the end of the year. The figures show that there 
is some excessive use of materials which the company hopes to reduce in the 
iiext year. 

Step 3 

Work out the wage costs of those involved in production. In the case of TPL, 
this is as follows: 

ITEM K 
Gross wages and salaries - 14 employees 100,431
Other employment costs - pension contributions etc. _.(A I94 
TOTAL 110,925 
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Step 4 

Estimate your overheads. Thelc are other costs of production apart from cost 
of materials and wages, such as rent and rates, electricity and water, telephone
and postage, insurance, printing and stationary, etc. Normally you should 
work out the maximum likely overhead cost. 

Step 5 

Work out how much you need to spend on capital items, and the depreciation 
on these items in the first year according to the expected life of the item. For 
TPL this calculation is as follows: 

Item Capital Cost Expected life Annual 
(K) (years) Depreciation 

charge (K) 
Machinery 
Vehicles 
Other 

18,000 
4,800 
1,200 

4 
4 
2 

4,500 
1,200 

600 
TOTALS 24,000 6,300 

Step 6 
Make sure that you do not under-estimate your capital costs, bearing in mind 
your cxpected level of activity and the need to arrange for sufficient funds. 

Step 7 
Work out the period over which your debtors are going to pay you. In many 
cases, it would be unwise to assune that you will receive payment in less than 
60 days. TPL have assuied that debtors will pay their accounts on average
60 days (2 months) from thc date of issue of the invoice. 
Remember that yout may have to charge your customers surtax, which will 
have to be paid to the Controller of Customs and Excise. 
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Step 8 
You should include all other forms of receipts such as sales of assets, loans, 
cash raised from share issues, etc. In the case of TPL, K24,000 is shown as a 
term loan fiom a bank to assist in financing the purchase of machinery and 
vehicles. 

Step 9 
Usually' by discussion with your suppliers, you can work out the credit period
(ie. how long before you have to pay your account) that you will be allowed 
and then you can work out when your paynts will be due. TPL are paying
for their materials the month after receiving the invoice. 
Remember to include surtax in your payments where appropriate. 

Step 10 
The likely timing of payments for all other items should be worked out in 
order to complete the cash flow forecast. 
In the worked example shown, you should note the following points: 

* the wages and salaries payment ini April allows for pay'roll deductions 
(amounting to K1,850) paid over to the Income Tax Department for
"pay as you earn" (PAYE) in May and so on for each other month. These 
monthly deductions are assumed to be equal each month and no 
increase is expected in either numbers of employees or wage rates; 

* 	no PAYE contribttionis are taken into consideration for directors as 
they are provisionl taxpayers; 

* 	the pension corrtribut;on is for a director and K1,500 is the annual 
premium; 

* 	rent is payable in advance to the landlord at a rate of K1,925 per month; 
* electricity and water are payable one month in arrears at an estimated 

combined charge of K700 per month; 

• postage is payable monthly at an estimated K60 per month and tele
phone is payable in the following month at K240 per month; 

• insurance is an annual premium payable inadvance at K3,600; 
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* capital purchases, repairs, travel, printing and stationary, advertising,
legal and accounting fees, and sundries (other miscellaneous items)
include surtax where appropriate and are paid in the month in which 
they are incurred; 

* 	travel bills -.re estimated at K550 per month and are to be paid the 
month following the receipt of the bill; 

* 	advertising expenses are payable quarterly in advance at KI,125 per 
quarter; 

* 	the loan repayments are for the term loan from the bank of K24,000 
and include interest of K4,000 per year; 

* bank interest is calculated at an assumed rate of interest of 21% on the 
average monthly overdraft. In addition, bank charges are estimated at 
K50 per month. 

Step 11 
Work out the balance sheet value of fixed assets by subtracting the total 
depreciation charge from the total fixed asset cost. In the worked example,
the total cost (including surtax) is K24,000 and the total depreciation is 
K6,300, giving a balance sheet value of K17,700. 

Step 12 
Stocks should always be shown in the balance sheet at cost, but a lower 
valuation can arise if the stocks are old, slow-moving, obsolete, or where 
selling prices are below cost. 
The worked example assumes that no deduction from cost is required and 
the stock values are as given in Step 2. 

Step 13 
The figure for debtors represents the outstanding (not yet paid) amounts due 
from your customers for the period, including any surtax. 
The February and March sales are outstanding in the worked example, giving 
the following figures for debtors: 
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Item K 

February sales 60,000 
March sales 59.100 

119,100 
less: an amount deducted to represent an estimate 
of the debts that, for one reason or an
other, + 
will not be paid (4,500) 

TOTAL DEBTORS 114,600 

Step 14 

Trade creditors are the outstanding amounts owed to your suppliers, includ
ing surtax, where applicable. 

In the worked example, one month's purchases are outstanding (see Step 2). 

Step 15 

Sundry creditors are other amounts owed (and therefore charged as part of 
expenses in the income statement) but not yet paid. Accruals are expenses 
incurred but not yet charged, for example, fuel, telephone and legal bills. 

In the worked example, the calculations are as follows: 

Item Charged or Paid for Amount 
used (K) (K) owing(K) 

Wages 110,925 109,075 1,850 
Administrative salaries 10,500 10,375 125 
Telephone/postage 3,600 3,360 240 
Travel 6,600 6,050 550 
Electricity/water 8,40,9 7,700 700 

TOTALS 140,025 136,560 3,465 
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Step 16 
The ban'. overdrft figure is the one shown at the end of the cash flow 
statement. In the example it is K52,843. 

Step 17 
The amount clue to the bank under tile term loan arrangement in tileexample, is the K24,000 advance, plus one year's interest of K4,000, less therepayments including interest of K5,400, giving a figure of K22,600 stiil 
outstanding. 

Step 18 
"Current assets" are the assets of the business which can normally be realisedwithin 12 months of the balance sheet date. 
"Current liabilities" are tile amounts due and payable by the business normally within 12 months of the balance sheet date. 
"Net current assets" are the current assets less the current liabilities. Ifcurrentliabilities are greater than current assets then the term "net current liabilities
 
is used instead.
 
"Net assets" are fixed assets plus net current assets.
 

Step 19 
"Members' interest" means the amounts that theoretically could be distributed if the company were to be wound up (closed down) and the assets
and liabilities were to work out as shown in the balance sheet.
 
The "reserves" are the income retained (kept) in the company.
 
In the worked example, 
no taxation has been allowed for in the figures. Inmany cases, the taxation liabilities could be significant so it is worth asking
your accountant to estimate a figure for you. 
Following are the worked examples of three types of financial statement: anincome statcment, cash flow statement, and projected balance sheet. In eachcase the step used to calculate each set of figures in the statement is shownby the step number, so that you can easily check back to the description ofdat step (given above) to see how the particular figures were calculated. 
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Income Statement - Tropical Products Ltd.
 

ITEM Step No. 

SALES 1 
Less: Cost of sales 
Materials used 2 
Production wages/salaries 3 

GROSS PROFIT (A) 
OVERHEADS -
ADMINISTRATION 
Directors' salaries 4 
1ension colltrilmit iolts 4 
Administrative salaries 4 
Telephone & postage 4 
Travel expenses 4 
Prinlting & stationary 4 
ILegal & accounting lees 1 
Sundry eX)Cnses . 

OVERI IEADS -
ESTABLISH IMENT 
Rent & rates 4 
lectricity & water 4 

1t 1111t Insurance l)1 s 4 
l)ercciation - Iachitiely 5 

- vehicles 5 
- other 5 

Lease paytIments 4 
Repair costs 4 

OVERI lEADS - SELLING 
Advertising costs 4 
Bad debts 13 
Commission payments 4 

OVERHEADS - FINANCE 
Bank interest (01) & loan) 10 
Bank charges 10 

TOTAL OVERIIEADS (B) 

PROFIT/LOSS BEFORE 
TAX (A-B) 

April 
(K) 

19,800 

7,722 
9.244 

16-.6 
2,834 

3,900 
125 
875 
300 
550 
425 
575 
250 

70Q 


1,925 
700 
300 
375 
100 
50 

175 

S750 

375 
375 
200 

--2u 

350 
50 

400 
12,100 

(9,266) 

May 
(K) 

26,700 

10,947 
9.2,1 

20191 
6,509 

3,900 
125 
875 
300 
550 
425 
575 
20 

7AQM2 

1,925 
700 
300 
375 
100 
50 

175 
-2 
3 750 

375 
375 
200 

J5A 

350 
50 

400 
12,100 

(5,591) 

June etc Year 
(K) (K) 

25,500 4,17,300 

9,690 178,920 
9,214 110.925 

18,931 289.925 
6,566 157,455 

3,900 46,800 
125 1,500 
875 10,500 
300 3,600 
550 6,600 
,125 5,100 
575 6,900 
250 3 000 

I-M 84J00 

1,925 23,100 
700 8,400 
300 3,600 
375 4,500 
100 1,200 
50 600 

175 2,100 
_1_ 1.500 

45000 

375 4,500 
375 4,500 
200 2.400 

950 11-400 

350 8,915 
50 6 90 

400 9.515 
12,100 149,915 

(5,534) 7,540 
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Cash Flow - Tropical Products Ltd
 

ITEM. 

Receipts

From debtor, 

(cash/credit sales)
 
Issue of shares 

Bank terni loan 

Total receij)ts (A) 

Payments 
Purchase of materials 
Plro(uction wages 
Directors salaries 

en-1sion contrib~utions 
Administration salaries 

Rent & rates 

Electricity & water 

Telel)hone & postage 

Insurance preniulms 
Capital - Machinery 


- Vehicles 

- Other 


Lease piayments 
Repairs 
Travel(expenses 
lPrinfing & stationary 
Advertising costs 
legal & ,c,:ounting fees 
Comraissioti payments 
Loan repayments (+ int.) 
Bank interest (o/d only) 
Bank charges 
Siindy expenses 

Total Payments (B) 
Cash inflow-outlh)w (A-B) 
Opening bank balance 
Closing bank balance 

Step 

No. 


7 


8 

9 
10 
10 
10
 

10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 

April 
(K) 

75,00 
24 00 

99,000 

7,39-1 
3,900 

750 
1,925 

60 
3,600 

18,000 
4,800 
1,200 

175 
125 

425 

1,125 

575 
200 
'150 

50 
250 


45.004 
53,996 

0 
53,996 

May 
(K) 

0 

22,722 
9,2,1 
3,900 

875 
1,925 

700 
300 

175 
125 
550 
425 


575 
200 
450 


50 
250 

42466 
(42,466) 

53,996 
11,530 

June 
(K) 

19,800 

19.800 

12,447 
9,241 
3,900 

875 
1,925 

700 
300 


175 
125 
550 
425 


575 
200 
450 


50 
250 

32,191 
(12,391) 

11,530 
(861) 

July Aug 
(K) (K) 

26,700 25,500 

26,700 25.50( 

11,790 13,74() 
9,241 9,244 
3,900 3,90() 

875 875 
1,925 1,925 

700 700 
300 300 

175 175 
125 125 
550 550 
425 425
 

1,125 
575 575 
200 200 
450 450 
159 204 
50 50 

250 250 

32,818 33-688
 

(6,118) (8,188) 
(861) (6,979) 

(6,979) (15,167) 
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Sept Oct Nov Dec Jan Feb Mar TOTAL 

(K) (K) (K) (K) (K) (K) (K) (K) 

27,000 18,900 40,500 '18,600 38,100 2,4,300 58,800 328,200 
75,000 
21,000 

9,06 117,3'.1 22,C69 21 ,429 16,497 30,720 29,100 208,068 

9,211 9,2+1 9,214 9,2+1 9,21 9,211 9,211 109,075 
3,90 3,900 3,900 3,900 3,900 3,900 3,9() 46,800 

1,500 1,500 

875 875 875 875 875 875 875 10,375 

1,925 1,925 1,925 1,925 1,925 1,925 1,925 23,100 
700 700 700 700 700 700 700 7,700 
300 300 300 300 300 300 300 3,360 

3,60()0 
18,000 
4,800 

1,200 
175 175 175 175 175 175 175 2,100 

125 125 125 125 125 125 125 1,500 

550 550 550 550 550 550 550 6,050 

,125 425 425 425 425 425 425 5,100 

1,125 1,125 4,500 

575 575 575 575 575 575 575 6,900 

200 200 200 200 200 200 200 2,400 

450 450 450 450 450 450 450 5,100 

293 .184 681 616 599 8,15 1,001 4;915 

50 50 50 50 50 50 50 600 
250 250 250 250 250 250 250 3,000 

29,097 38,747 43,294 41,819 39,465 51,309 50,145 480,043 
(2,097) (19,847) (2,79,4) 6,781 (1,365) (27,009) 8,655 (52,813) 

(15,167) (17,264) (37,111) (39,905) (33,124) (34,489) (61,498) 0 

(17,264) (37,111) (39,905) (33,12,1) (34,189) (61,498) (52,843) (52,483) 
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Projected Balance Sheet At End Of First 
Year - Tropical Products Ltd 

Item 

Fixed assets - cost 

- depreciation 
- book value 

Current assets: 
Stocks 

Debtors 
Current liabilities 
Trade creditors 
Sundh-y creditors 
Bank - overdraft 

- term loan 

Net current assets 
Net assets 
Members' Interest 
Initial capital 
Reserves 

Step No. 

11 

12 
13 

14 
15 
16 
17 

18 
18 
19 
19 
19 

(K) (K) 

24,00 

17,700 

52,500 
114,600
 
16710
 

23,352
 
3,465
 

52,843
 
22&60
 
U2.260
 

64_840 
au 1.D 

75,000 
7,540 

Note: the term loan from the bank is only a current liability in respect of the 
amounts payable in year two and strictly speaking the balance should be 
shown as an amount falling due after one year. The above statement, however,
has the advantage of simplicity, and it would be adequate for the purposes of 
your business plan. 
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Appendix 5: Business information 
source
 

At the end of e;ach chapter a box of Further Information and Advice gives 
details of where to contact for help in the particular area covered by that 
chaptre'. In this appendix are listed other sources of information and assist
anCe which m:,, prove usefil in setting up your business. 

1. LIBRARIES 

READI Project: general infor,ation about (lifferent business ideas such 
as potiltiy rearing, cattle rearing etc. Cutntact at PO Box 30455, MUSCCO 
Building (OldTown), Lilongwe (tel: 723402). 

INTERMEDIA'TE T'CIINOLOGY DEVELOPMENT GROUP (ITDG): 
appropriate technology and business information. ITDG can offer infor
mation and advice on a range of technical subjects, such as food process
ing and pro..ctioil, rural industlies, engineering and transport, and 
energy systems. Contact the local representative at PO Box 1268, Lilong
we (tel: 723718). 

MALAWI EXAPORT PROMOTION COUNCIL: trade information li
brary which includes information on potential buyers, logistics (supplies 
,nanagenent) and )rocedlures for ex)orts, and general import/export 
information. Contact at PG Box 1299, Blantyre (tel: 620499). 

MINISTRY OF AGRICULTURE RESEARCII LIBRARY: this has infor
mation on agricultural projects. Contact at tie M iilist iy of Agriculture, 
PO Box 30134, Capital City, Lilongwe 3, (tel: 733300). 

D EMA'I" (DEVELOPM ENT OF MALAWIAN TRADERS TRUST): the 
trust is irthe process of building up a source of information (books, 
manuscripts, experts) available for agro-industrial projects. Contact at PO 
Box 555, Lilongwe (te: 722891); 

or, PO Box 15,10, Blantyre (tel: 636522); 

or, PG Box 239, Nzuziiu (tel: 332423). 
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2. GOVERNMENT MINISTRIES AND DEPARTMENTS 
Ministry ofTrade, Industry and Tourism: general policy information onsmall- and medium-scale enterprises. Contact at PO Box 30366, Capital

City, Lilongwe 3 (tel: 732711).
 
Ministry of Agriculture: ADDs - specific information on local production
 
& technical information.
 
Research Stations - information on agricultural research, and ideas.
 
Department of Geological Surveys: information on mining and mine

rals. Contact at PO Box 30737, Capital Citv, Lilongwe 3 (tel: 721942).
 
Ministry of Natural Resources: Depa, tment of Fisheries 
- specific infor.
mation on fishing and fisheries through local extension officers. Also acts as a distributor of fishing equipment (nets, rope, twine, yarn, etc.) through
offices in Zomba, Salima, and Nkhata Bay. Contact department headquar
ters at PO Box 593, Lilongwe (tel: 721766). 
Department of Forestry specific- information on andtimber usage,
licensing, etc. Contact headquarters office at PO Box 30048, Capital City,

Lilongwe 3 (tel: 731322/734144).
 
Department of Mines 
- information on mineral exploration, mining, etc.
Contact headquarters office at PO Box 251, Lilongwe (tel: 722194). 

National Statistics Office (NSO): publishes statistical information about 
Malawi. Recent publications include: 
* Malawi Statistical Yearbook 1984, 1985 - a current and historical

statistical series on Malawi including figures for population, trade
employment, agriculture, manufacturing, tourism, etc.; 

* Malawi Population and Housing Census 1987 - gives population data; 
* Urban Housing Survey 1987  contains data on the potential market for

different income types of houses in the intermediate traditional hous
ing areas of Blantyre and Lilongwe; 

" the NSO also publishes reports on tourism, transport, agriculture, etc.
which may be of use to the businessman. Contact the NSO at PO Box
333, Zomba (tel: 522377) for further information and copies of reports
(for which a fee is paid). 

* Office of the President and Cabinet: Department of Town and
Country Planning - produces the National Physical Development Plan, 
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which gives information on the socio- economic and physical conditions 
of Malawi. Areas covered include agriculture, industry, transport, elec
tricity, water, and energy. Contact at PO Box 30385, Capital City, 
Lilongwe 3 (tel: 733666). 

3. OTHER RESOURCES 

Malawi Export Promotion Council (MEPC): offers services and provides 
information relating to exporters and potential exporters. Publishes a 
Malawi Buyers Guide which highlights export producers; and a quarterly 
newsletter detailing current developments in international trade, en
quiries for Malawian products and investment opportunities. Contact 
MEPC at their headquarters, PO Box 1299, Blantyre (tel: 620499). 

Associated Chambers of Commerce and Industry of Malawi: have in
formation on different business opportunities available around the 
country, and act as a clearing house for information from other countries. 
They also have a library containing trade catalogues and directories for 
industrial suppliers and trade opportunities in other countries. 

They publish the Industrial and Trade Dir -ctory 1988-1989 (available at 
bookshops) which gives comprehensive information on industry and 
trade in Malawi as well as useful background information on the country. 
They also publish a monthly newsletter. Contact through their General 
Manager at the Chichiri Trade Fair Grounds, PO Box 258, Blantyre (tel: 
671988). 

Malawi Bureau of Standards (MBS): provides information on standards 
and quality of products, safety, and production. They also give technical 
advice on improving product quality and control of this. *4.BSpublishes 
two newsletters, the MBS News, and the MBS Bulletin, which provide 
information on standardisation, standards, and other relevant subjects. 
MBS will also test products if requested. 

Contact at PO Box 946, Blantyre (tel: 670488). 

Malawi Institute of Management (MIM): provides consultancy services 
for businessmen, offering advice ,n human resource (personnel) manage
ment, business administration, tinancial management, and management 
information systeris (including computerisation). Contact the Institute at 
PO Box 30801, Capi'al City, Lilongwe 3 (tel: 722040/722115) for further 
details. 
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Employers' Consulatative Association of Malawi (ECAM): this is a central
organisation of employers which forms an officially recognised and fully
representative body of opinion on matters of common interest td em
ployers. It functions as a channel of communication between employers
and the government and through its representaltion on various Commit
tees and Boards is able to inifliuence the government in formulation of
economic and social policy, particularly in matters concerning wages and 
conditions of employment. It also represents employers at national and 
international meetings concerned with industrial matters and labour 
relations. 
Services provided to individual members include advice on wages and 
salaries, conditions of emnployment, training, recruitment, trade union 
and labour relations, and on the legal provisions of laws covering labour, 
employment, and indust-y. 

It also collects and circulates relevant statistics and information among
members. For further details on (ie activities of the association and 
application for memnbership, contact the Executive Secretmy, ECAM, PO 
Box 2 13.1, Blantyre (tel: 670007). 

African Businessmen's Association [Malawi] (ABA): this organisation 
covers transporters, bar owners, retailers, wholesalers, hoteliers, and
other small-scale business Operators. It's aims are to encourage members 
to participate actively in business iy )promnoting business opportunities
and safeguarding thier interests in trade, commnerce, and industFy, so they
might play a major Iole in national development. It is recognised by th.. 
government as ai organisation representing the interests of Afican 
businessmen and providing a chimel of comimunication and liason with 
governnment in business matters. 

Activities carried out and services provided by ABA include: 

* collection of general statistics or other data considered necessary fiom 
members o other sources and forwarding this to interested govern
ment bodies; 

• provision of assistance to Iieml)ers in the form of advice, lectures, 
seminars, and other training prograunues; 

* lending of money and provision of credit to members;
 
* 
acting as guarantors for paymeit of money, performance of contracts 

or fulfilment of business obligations by members; 

152 



* 	securing or undertaking repaynent of money lent to or advanced to 
members and covering of liabilities incurred by members; 

* provision of facilities for exchange of views and information or discus
sion of natters of policy affecting trade, comitne ce, and industry; 

* 	association, co-operation, and/or affiliation with other organisations 
with similar aims; 

The membership fee is K10.00 per year for individuals. There is an 
affiliation fee of K10.00 - K50.00 for business organisations, depending 
on size and financial turnover. 

For further information and application for membership contact ABA 
through: 

- the Administrative Secreatary, ABA lead Office, PO Box 5861, 
Limbe (tel: 6,1054'1/'6.101'13/6528'10); 

- the Regional Chairman (South), ABA Southern Region Office, PO 
Box 5861, Limbe (tel: 6506.13); 

- the Regional Chairman (Centre), ABA Cettral Region Office, PO 
Box 777, Lilongwe (tel: 72076,1); 

- the Regional Chairman (North), ABA Northern Region Office, PO 
Box 52, INzuzu (tel: 332687); 

-	 an ABA district committee office in your district. 

Individual Employers/Business Associations: a nuinber of these associ
ations exist in Malawi, whose function is to promote and protect the 
specialised interests of their members. They include the following: 

* 	the Motor Traders' Association of Malawi, PO Box 311, Blantyre (tel: 
636966). This covers car dealers, auto spares and accessories dealers, 
panel beaters, carbreakers, service stations, garages, car repair busi
nesses, etc.; 

" 	the Master Builders, Civil Engineering Contractors and Allied Trades 
Association, PO Box 950, Blantyre (tel: 6369rr-,). This covers building 
contractors, civil engineering contractors, construction companies, 
electrical service companies; mechanical, electrical and plulbing sup
plies businesses; paint suppliers, steel processing companies, tinsmiths, 
furniture and joinery industries, builders merchants, and hardware 
retailers/ wholesalers, etc.; 
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" the Clearing and Forwarding Agents' Association of Malawi, PO Box 
1113, Blantyre (tel: 636966); 

* the Hotels and Catering Trades Association, PO Box 1126, Blantyre
(tel: 636966). This covets hotels, bars, inotels, clubs, and restaurants; 

* the Exporters' Association, PO Box 950 Blantyre (tel: 636966);
 
* 
the Road Transport Operators' Association, PO Box 950, Blantyre (tel: 
636966);
 

" the Master Printers' Association of Malawi, PO Box 2,160, Blantyre (tel:
670608). This covers printing and publishing companies, stationary
suppliers, rubber stamp manufacturers, duplicating equipment sup
pliers, etc.; 

* 	the 'obacco 1landling itdistry Eniployers Association, PO Box 4004t8,
Kanengo, Lilongwe -1(tel: 765255); 

* 	the Agricultural Employers' Association, PO Box 2134, Blantyre (tel:670007). This covers fariins, tea factories and estates, livestock feed
companies, sugar estates, see(d companies, tobacco estates, etc. 

Trade Missions of Local Embassies: these will provide information onwhere sources for goods and raw inaterials can be found in their countries. 

Local Experts: these may be located at the University campuses, and
through SEDOM, INDEFUND, DEMAYI, and the Ministries. 

National Bank of Malawi: produces two publications annually of relev
ance to business: 
* 	"Business Information on Malawi" may be obtained from the Research

Department, National Bank of Malawi, PO Box 945, Blantyre (tel:
620622). It includes a wide range of information of general interest tobusinessmen, such as taxation, exchange controls, economic summary,
government departments, banks and financial institutions, minimum 
wages, industrial promotion, development programmes, and useful 
addresses for further information; 

" "Malawi Economic Brief" may be obtained from the Economics Depart
ment, National Bank of Malawi (address as above). This provides a brief on recent developments in the economy with annual summaries andtables covering areas s,.ch as gross domestic product, cash crops, 
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smallholdei crop purchases, industrial and electricity production, con
structioni, transport, consumer prices, employment and earnings, ex
ports, government budgets, and ilterest iates. It also includes a list of 
usefI addresses; 

You cal also order Ilese publications through your local branch of the 
bank. 

Although the abiove iniformalion sources may not have the information you
ne(reire, they may be ill a position to help you find the information for which 
N,o)i are looking. 

4. TRAINING 

MALAWIAN ENTREPRENEUR DEVELOPMENT INSTITUTION 
(NIEDI)
MEDII offers oil and off-canIl 1 )tis traiinig fOr "candidate entrepreneurs" 

(would be blisillessilieri) in business training, and technical training. 
NIEDI also offers a combined business anl technical 5 or 10 month 
training course on canipuis. 

The Isiress training is general for all businesses, and the technical 
training is in four main areas: ietalwork, building, electrical, amd auto
motive. NEI)I advertises courses through the national newspapers and 
radio. 

MEDI has a revolving fund available to graduates of the courses to enable 
them to open businesses. 

For additional iniformation, contact NEI)I, lP/Bag 2, NIponela. 

SMALI. 101.DER COFFEE AUTI 1ORITY (SCA) 

The SCA offers I week training courses ill Growing Coffee (specifically 
for coffee growers), and General/Agriculture, fi-orjanary to November 
each year. Participants are taght about planting, weeding, pest control, 
pruning, harvesting, etc. There is pio fee and transport is available. Contact 
SCA field assistants for more inforniation. 

KASUNGU FILUE-CURED TOBACCO AUT IORITY (KFCTA) 

The KFCTA offers a 2-year training programme for those interested in 
starting a tobacco farm. There are two levels of training, one for those 
with little formal education, and another for those with at leastJCE. There 
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is no fee and trainees are paid a support allowance during the course. The 
KFCTA advertises the course vacancies through the national newspapers
and radio. Contact the KFCTA at P/Bag 12, Lilongwe (tel: 253700) for 
further details. 

FISHERIES TRAINING PROGRAMME (NATURAL RESOURCES 
COLLEGE) 

This is a 3-year certificate programme and trainees are given theoretical 
(at NRC) and practical (at Mpwepwe Fisheries Training Centre) training 
in fish culturing, fishing methods, fish handling and processing, fisheries 
business management, etc. Applicants must have at least an MCE to be 
considered for the training. For additional information, contact the NRC, 
PO Box 143, Lilongwe (tel: 722744), or Mpwepwe FTC, P/Bag Mangochi 
(tel: 584422). 

MALAWI POLYTECHNIC EVENING CLASSES 
Technical upgrading and City and Guilds evening classes are offered by
the Polytechnic between 5:00 pm and 6:30 pm from October toJune. The 
craft classes are designed to prepare students for the National Certificate 
Trade Test at Grades 1,2 and 3. Subjects include:
 

" general Fitters;
 

* diesel Fitters (Grade 3 only); 

* carpentry andJoinery;
 

" motor Mechanics;
 

* welding, Gas and Electric; 

* e!ectricians; 

* printing. 

City and Guilds classes are offered for those preparing to take a City and 
Guilds examination and subjects include: 

* radio Servicing; 

* electronics and Electrical Principles; 

* motor Vehicle Mechanics;
 

Other evening classes offered include:
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0 bookkeeping; 

0 accounting; 

• purchasing and Supply; 

* marketing and Management. 

I'here is a fee of approximately K30.00 per session of classes. For 
additional information, contact the Supervisor of Evening Classes, Malawi 
Polytechnic, P/Bag 303, Chichiri, Blantyre 3 (tel: 670411). 

TECHNICAL TRAINING COLLEGES (Apprenticeship Training) 

There are several technical training colleges offering either 2-year training 
courses for Grade 2 certificates, or 4-year training courses for advanced 
craft certificates. 

Both of these are generally for full-time students. 

Admission to these colleges is under the control of Apprenticeship Board 
at the Ministry of Labour, who carry out recruiting and indenture for the 
courses. Advertisements for course vacancies appear periodically in the 
national newspapers and are announced over the radio. 

Applications are sent in to the Senior Industrial Training Officer, Ministry 
of Labour, P/Bag 344, Capital City, Lilongwe 3 (tel: 730344). Applicants 
undergo an aptitude test and on passing this are sent to a college which 
offers the course they are interested in. In the first year of the 4 year 
courses, the students undergo basic theor etical training under the control 
of the Ministry of Education. 

Then the subsequent industrial training passes into the hands of the 
Ministry of Labour. Indenture forms are filled out and for the next 3 years 
the student spends 3 months of each year at the college and the remaining 
9 months attached to a suitable industrial establishment for practical 
on-the-job training and experience. On successful completion of the 
course, the Ministry of Labour issues a craft certificate, certifying that the 
person is a fully trained craftsman in his chosen field. 

Several of the Technical Colleges also offer evening refresher classes in a 
variety of subjects. 

• SOCHE TECHNICAL COLLEGE: offers technical training in brick
laying, carpentry, printing, and decoration (all 4- year programmhes). 
The college also has evening classes for these subjects. There is a small 
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fee for the classes. For further details contact the college at PO Box 
5691, Limbe (tel: 650857). 

" 	LIVINGSTONIA TECHNICAL SCIIOOL: this CCAP college offers 
technical training innrotor vehich"lech; 'ics, carpentry andjoine-y,
and bricklaying (all 2-vear progratiires). l1e college also offers evening 
classes in these sul)eis. 
For additional intforration contact the school at P0 Box 6, lhiingstonia 
(tel: 368213).

* MZUZU TECHINICAI. COLLEGE: offers technical training inmiotor 
vehicle mechanics, carpentry, andjoi:r., brickwork, bookkeeping and 
acc :liting, and secretarial dties. The trade subjects are covered in 
4-year plograrmies am! other sulbjects i prograinies lasting 9 months 
or inorc. 

The college also offers ewening tefreslir classes in the above suljects
for which there is a small fe. For ,'-re infrilation conia the college 
at PO Box 316, Nlzuzu (il: 33275.1).

* 	LILONGWE TECHINICAI. COLLEGE: offers teclhnical training in 
vehicle body repair, welding an d fablrication, ierhanical engineering,
electrical engineering, 1)1liing, Illotor vehicle maintenance, car
pentry and joinery, and commercial st li,,s. The college also offers 
evening refresher and u)grading classes inthe above subjects, for which 
there is a small fee. For further details contact the college at P0 Box 
190, Lilongwe (tel: 720.122). 

* NAMITETE TECHNICAL COLLEGE: offers technical training in 
carpentry andjoinery, and bricklaying. Contact the college at PO Box 
44, Narnitete (tel: Nanitete 0.123) for firtlhr details. 

0T IER TECI INICLR l TRAINING INSTITUTIONS 
The following two institutions are runjointly by tire Department of Youth 
and the Department of Malawi Young Pioneers (MYl). Appications to 
undertake training have to be made to the Principal Administrative 
Officer, MYP, PO Box 30294, Capital City, Liloi.gwe 3 (tel: 730177). 
* NASAWA TECI INICAL TRAINING CENTRE: offers technical train

ing courses in general fitting, auto-clectrics, secretarial work, carpetitry
andjoinery, bricklaying, and motor vehicle mechanics. 
The courses are for ,4years during which the students follow an 
indentured apprenticeship (see above for details). Upgrading courses 
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nay also be run from time to time. Contact the centre at PO Box 1, 
Magomero (tcl: 53.1259/53,12,15) for further details on tile courses. 

0 SAIIMA RURAL TRADE SCHOOL: offers technical training courses 
incalIntIN a(I iierv, building construction and metalwork. 

Ile aims of the school are: to train mature young people as inde
pendent ur1al cratsuiicti; to plrovide a farn implement manufacturing 
and repair service for local farmers; to manufacture and repair house
ware and building handware and; to build and repair buildings in rurml 
areas. Trainees are taught to )ecomlie businessmen and not employees. 
(andidat es are iecruiied throughout the country and there is no set 
educationual standlI entryequirenelit, however candidates must be 
able to write and unlerstand basic English. Age of entry is 25 years and 
over,. Contact the school at PO Box 175, Salima (tel: 261341) for more 
details on the Courses. 
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