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. I. Business Profile 

1.1 Activities 

. The Brown and Clappeiton Group ('Ba:C') bas 4 major business interats: 

• sales of equipment for industrial, agricultural, and domestic use and of el 1 ctricll 
and eleetronic hardware; 

• steel fabrication and engineering and the eonstruction of equipment, tools, and 
' metal productS; 

• electrical goods and motor vehicle servicing; 

• electrical and refiigeration systems contracting. 

Business is conducted throughout Malawi ftom offices located in Blantyre, Llloagwe 
andMzuzu. 

1.2 Ownership 

Brown and Clapperton Limited is the legal entity within which the activities of the 
group are conducted. Brown and Clapperton Limited is a privately owned company 
r.:gistered in Malawi. 

1.3 Management 

Business activities are managed and accounted for in operating divisions - Sales, 
Engineering, Service, and Everglo. Administration, finallce, shipping and personnel 
comprise the activities of a fifth division. Each operating division bas a DMsioaal 
Managel" who reports to the Group Operations Director aad, in tum. the Group Chief 
Executive. There are, in addition, Regional Managers fur the Lilongwe and Mzuzu 
operations who report to the Group Operations Director. 

1.4 Fmancial Performance 

f"lllVre 1-1: B&C, AnlllyJis of TUl'DO\'l!r fer tk .12. Montlq 
Ended 31 December 19'5 · 

-,.. 
Group turDowr in 
the year to 31 
December 1995 
totalled K.99.4 
million. The highest 
contributions to 
group turnover 
were made by the 
Engineetiug 
Division (K.35-3 
million) and the 
Sales Division 
(K.34.3 million) 

I 
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2. The AIDS Epidemic in Malawi 

2.1 Reporting System 

The National AIDS Control Programme ('NACP') within the Minisby of Health is the 
body responst'ble for monitoring and reporting on the AIDS epidemic in Malawi. The 
AIDS Cases Surveillance System is based on monthly returns received fi'om 61 
screening sites throughout the country. The return c:ontains demographic, clinical, and 
laboratory information relating to AIDS cases. Statistics produced by NACP are 
distributed nationally within the health sector, to the donor community and other 

· interested parties, and to the World Health Olganisation ('WHO'). 

2.2 Definition of AIDS 

WHO criteria are used for the clinical diagnosis of AIDS but,. in adclitioo, tbr the 
purposes of reporting to NACP, a single positive HIV test result must be obtained. 
NACP acknowledges that the positive test requirement gi¥es rise to under-reporting 
given that the limited supply of test kits o(len requires that they are held in resem: for 
the testing of donated blood, that there will be patients whose condition can be 
clinically diagnosed as AIDS but who refuse to be tested (and therefore reported), and 
that the administration of the HIV test requires a level of personnel and expertise that is 
not always available. In 1995, as in the previous three years, over 80% of suspec:ted 
AIDS cases were substantiated by testing. As a result, and on the recoumimlation of 
NACP, the Ministry of Health has decided that, from 1996 onwards, symptomatic: 
diagnosis of AIDS will be sufficient for NACP reporting purposes. 

2.3 Profile of the Epidemic 

Transmission 

The AIDS epidemic in Malawi is caused by HIV-I. However, given that in recent years 
there has been an influx into Malawi of refugees from Mozambique where HIV-2 is 
known to be prevalent, blood donatiom are also monitored for HIV-2. 

The major mode of tranvnission in :Malawi is by heterosexual sa Of the new AIDS 
cases reported in 1995, it was estimated that heterosexual sexual contaa was 
accountable for approximately 90"/o, mother to child transmission 8% and blood 
trlnsfusion only 2%. 

AIDSCases 

. Reported AIDS cases provide an indication of the extent and spread of HIV infection 
in a previous period. The information obtained from the analysis of new AIDS cases 
can only be regarded as indicative due to the problem of under-reporting and the 
variability in length of the incubation period. 

There were 5,209 new AIDS cases reported in 1995. The cumulative number of cases 
reported since 1985, when the first AIDS case was reported in Malawi, is 41,812. In 
the last five years, the annual number of new cases appears to have le-."tlled ar 
approximately 5,000 (see Figure 2-1). To what extent this level has been constrained 
by the technical capacity to test for HlV will become clearer when reporting to NACP 
is on the basis of symptomatic diagnosis only. 
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Figure 2-2 shows the age and gender profile of the 1995 new AIDS cases. Over 85% 
of the 1995 new cases were in the age group 15 to 49. This is the age sroup which, 
under normal circumstaoees, is most economi.cally produdiw and least expected to be 
a burden on society in tenns of needing medical care. 

In the age range IS to 29 years, there are more female than male cases but, from age 
30 years onwards. more male than Canale cases. The total number of new male IDd 
female cases are similar. If the incubation period is similar for males and females. this 
suggests that females are infected at an earlier age than males. 

3 
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Of the 5,209 new people with AIDS reported in 1995, 1,395 or 27°!0 bad"- or were 
being educated or bad acquired a skill {see Figure 2-3). In the early 1990I. 4% of the 
appropriately aged population in Malawi was enrolled in secondary education and only 
1% in tertiary education. This suggests that HIV/AIDS is afl'ecting a higher 1hlD 
proportionate number of skilled and educated people in Malawi. 

re :Z-3: ' 1995 'HClW A.IDS Cues 

Mi1i1ary I Police 
1% 
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HIV Prevalence 

Tallle l-1: Malawi. HIV Prewalalce ntrttul 

URBAN 
Blantyre Lilonpe Mzuzu 

% % % 
198S 2.0 - -
1986 . . -
1987 - - -
1988 18.6 - -
1989 18.6 16.4 16.9 
1990 21.9 17.9 -
1991 16.0 - -
1992 27.1 - -
1993 30.2 - -
1994 31.8 16.5 11.l 
1995 32.7 22.5 18.5 

In the absence of national swwys:; 
the most commonly used estimate 
of mv pn:va1enc:e in the 
reproductive age group is bued on 
women visiting ante-natal clinics. 
Table 2-1 shows that the rate of 
IDV prevalence in ante-natal clinics 
in Blantyre increased dramatically 
in the late 1980s but appeas to be 
levelling otr in the last three years. 
The statistics relating to Lilonpe 
and Mzum sugat that prevalence 
in these cities may haw: peaked at a 
lower rate. 

By averaging the statistics obtained from ante-natal clinics l1'0Ulld the country, it bas 
been estimated that IDV prevalence for adults in the reproductive age group in Malawi 
is 13.8%. Using the national rate ofIDV prevalence for the reproductive age group, 
the distribution by age of AIDS cases reported and the national population distnl>ution 
by age, it is possible to estimate mv prevalence for other age groups and the numbers 
of people currently infected (see Table 2-2). 

Tallie 2-2: Malawi, Number of HIV Lifel-... 1 It• "-r-
f'onnloring (in millions AIDS Cases HIV Plevalence HIV In&aions 

1993 19'» l99S 1995 1995 1995 
National 11.000 11.341 11.693 5.209 6.63% 71S.S9S 
AFGmup: 
0-1-l 5.203 S.36.i 5.531 -163 l.25% 68,938 
1549 4.521 4.661 4.806 4,.is.i 13.80% 663,l~ 
>SO 1.276 1.316 1.356 292 3.21% 43 • .J7i 

2. 4 Demographic Effects 

Due to the length of the incubation period, AIDS related mortality occurs after the 
average child bearing age and therefore bas little effect on national birth rates. 
However, by increasing the number of deaths in young adulthood when, for most 
causes of death, mortality is usually at its lowest, it has a significant effect on life 
expectancy and national death rates. Nevertheless, it bas been estimated that, givm the 
high fertility rates in sub-Saharan Africa, lilV prevalence among the adult population 
would have to exceed SO"Ai to cause population growth rates to become -negative. It 
has been forecast that, by the year 2010, AIDS related mortality in Malawi will result in 
the death rate being more than doubled and the rate of population growth halved. The 
effect of HIV I AIDS on the working population will be to make it progressively 
younger and less experienced. 

5 
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3. Labour Force Profile 

Table 3-t: ...... r Jen:e bJ Gtllder al ll Decm:ller 
· 1'95 . 

Blmtyre 
Lilongwe 

Table 3-1 shows that the 
B&:C workfbu:e is 
predominantly male and that 
over SO% of the workftm:e 
are employed in the 
Engineering Division. 

Average employee 1ge ii just 
under 36 (see Figure 3-1). 

199:J 1994 

6 
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Table · 3-2 shows that Blantyre 1emaiii6 the largest opeaatmg site. Despite the 
classification 'junior' shown in Table 3-3, a large proportion of the B&C workfbn:e are 
teclmically skilled. . 

7 
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4. Employee Welfare 

4.1 Medical Care 

B&C does not have a staff c:linic and does not employ medical penonnel. 

Senior and middle grade staff are encouraged to join a medical aid scheme 1111mpd by 
The Medical Aid Society ofMalawi ('MA.SM'). B&C contributes 50% of the monthly 
subscription. In 1995, the moothly subscription was KllS. 

Details of the scheme provisions are given in~ A. 

4.2 Pension Scheme 

All permanent staff are members of the Brown and Clapperton Group of Companies 
Pension and Group Life Assutancc Scheme. The scheme insurer is Old Mutual. 

The major provisions of the scheme comp1ise. 

• life assurance benefit if a member dies in service (equal to twice the member's 
annual salary); 

• death benefit if a member dies in service (determined on a case by case basis by the 
insurer and based on the scheme value and cumulative member contributions); 

• normal retirement pension; 

• disability benefit if a member is unable to continue in employment due to 
disablement (equal to life assurance benefit). 

4.3 Leave 

Annual leave entitlement varies fi'om 14 to 30 days according to grade. 

Sick leave is granted as follows: 

• for employees who have been in service for up to one year, two weeks tbll pay md 
two weeks half pay; 

• for employees who have been in service for up to five years, one month full pay md 
one month half pay; 

• for employees who have been in service for more than five years, three months full 
pay and three months half pay. . 

Special leave is granted to employees as foDows: 

• a maximum of three days for attending the fUneral of a father, mother, sister, or 
brother; 

• a ma.'limum of three days for attending the fUneral of a wife or child. 

8 
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5. Effects ofHIV/AIDS 

5. l Methodology 

Infunnation relating to employee morbidity and mortality wu wlysed to af!b!ish 
whether evideac:e could be found to suapst that the effects of HIV/AIDS are lleedy 
being expclfienced at B&C. Given the estimates of national HIV pnmlmce derived 
from the statistics produced by NACP, it is not unreasonable to llSSUllle that such 
effects will be apparent. However, there has been no wtidation of HIV pnmlmce 
within the B&C workfiRe and. therelbut, the evidence •a 111 rather than wafinns. 

S.2 Morbidity 

Absence 

Rates of absence have been calculated using attencfance sheets obtained from the 
Personnel Depaitmeut. Whilst the attendance sheets ~ revieMld tbr problematic 
absence by the Personnel Depanmeot. strict analysis is not peiformed routinl!ly. A3 a 
result, some diffia.dties wm-e experienced in locating a complele set of attencfance 
sheets. Missing attendance information is represented by a break in the lines denoting 
the change in absence rates in Figures 5-1 to S-4. Attcadanct sheets fur the period 
prior to 1992 were in any case not available. 

Figure 5-l shows that rates of absence appear to vary considel:ably between dMsions. 
Rates of total absence are highest in the Engineering Division. 

14.00 • . g 
c:! 12.00 t I 10.00 

. 8.00 t 
6.00 7 . 
-1.00 

2.00 

0.00 

~ ~ -~ ~ ~ ~ ~ '! i ~ i ~ .. t! i::! :!!: j i i .... .... .... .... ... "" "" ... ... ... 
Timo 
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. Figures S-2 to 5-4 analyse absence by cause in the three divisions for which su8k:ient 
information was available. 

. DlwisZ• 
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18.00 
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In the Engineering Division, total absence appears to be increasing gradually over time 
primarily due to sickness. A significant increase in the rate of absence in the third 
quarter of 1993 is attributable to the tempOruy increase in the lllJIOUllt of umual leave 
taken which coincides with the annual shutdown period. 

12.00 T 

! 
10.00 ".' 

' ' ' .!I 8.00 -
.!il 

J 6.00 l 

< 4.00 -

2.00 -
I 

0.00 ~ 

;;! ~ 
.... l!!: ~ ~ ~ l!!: :::: I:! i l!!: ~ Sl .... l!!: i i i - ;)I St "' ... ~ ~ <f. .... 

"' "' "' "' "' "' "' "' ·-
In the Service Division, there is a more distinct increasing trend in the rate of sickness 
absence. However, the effect on total absence has been to some ex.tent negated by a 
decreasing trend in the rate of annual leave. No explanation was obtained for the 
significant drop in an types of absence in the second quarter of 1994. 

10 
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5-4: 
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Absenee in the Security Department is more difficult to interpret. The significant drop 
in the rate of total absence from early 1995 onwards coincides with the commencei•mt 
of a scheme to train security guards to pe1fo110 more physic:ally effi!ctively. h bas been 
suggested that guards who were unable to carry out their newly defined duties were 
n:leased at this time. 

The rate of absence due to attendance at funerals is consistently low in an the divisiom. 

Welfare Costs 

Costs relating to employment and employee welfare fur the years ended 31 Decei••w 
1991 and 1995 are compared in Tables 5-1 and 5-2. 

It is immediately apparent from these tables that none Of the specified employment 
costs have increased significantly over the period. 

T.atle5-l:B.te 

It 
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Table 5-2: MC, C-

ID-Balda Rlltirement Rate 

In the period from 1991 to 199S, the rate of ill-bealth 1etitanmt increlsed lllllJiully 
from 1.47 to 2.47 per thousand employees (see Figure S-S). 

It bas been suggested that the rate of ill-bealth ietitemeut might be to some extent 
understated as a result or a continuing general acceptance of the employer as provider 
and the reluctance therefoie on the part of the Personnel Departmmt to encounge sick 
employees to leave B&.C employment. 

5.3 Mortality 

Crude Death Rate 

By contrast, mortality bas increased dramatically over the same five year period. The 
erode death rate bas increased sixfold from 3.41 to 23.43 per thousand employees. 

12 
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1991 1992 

Analysis of 1995 Empleyee Deaths 

-~ 
1993 1994 1995 

Figures S-6 and 5-7 analyse B&C employee deaths in 1995byageandbysalary(as111. 
indication of skill). 

Over 70"/a of the deceased employees were aged between 36 and 45 and all were male. 
By equating the 'high' salary earners in Ftgme 5-7 with 'senior' employees in Table 3-
3: Labour Fon:e by Grade at 31 December 1995, 'medium' with 'middle' and 'low' 
with 'junior', it becomes apparent that a greater than proportional number of senior 
employees died during the year. Deaths as a pereentage of employees was 10.53% 1br 
senior, 6.45% for middle and 1.64% fur junior staff However, of the 12 'low' salary 
deaths, 8 can be classified as skilled employees (te chargehand, welder, reliigention 
technician and mechanic). 

This, it has been suggested, is reasonable given that a disposable income gives rise to 
the possibility of high risk seirual behaviour. 

Table 5-3 shows that a greater than proportional number of employees aged bmu 111 

36 and 45 died during the year. Whilst it is reasonable to !ISS!nne that older employees 
are more likely to die than younger employees. the increase in the ratio fur the age 

· group 36 to 45 is significant and therefore, it is suggested, related to HIV/AIDS. 

13 
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Tallie S-3: MC, of. Da6s Rv ·-
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6. The Cost offUV/AlDS 

Summary 

Given the lack of relevant and substantive intbrmation, the exercise to quantify the cost 
offUV/AIDS to B&:C is difficult and somewhat mbibiiy. Tlble 6-1 is a s11m11111ry of 
the estimated component costs. 

For simplicity, it bu been assumed that aO funeral costs and aO employee absence can 
be attn"buted to fUV/AIDS. Moreover, no attempt bu been made to quantify the 
extent of overemployment which, it bu been IU8&ested. is pm:tised Cl_Jl'Rlltly to 
provide ~ for employees who are punnt in the 1'0l'kplace but under-pertbnnina 
due to siclmess. 

The cost of fUV/AIDS at B&:C for the 12 months ended 31 DecM•.,... 1995 is 
estimated to be between K360,000 and Kl,449,000. This 1epi es 1•1between0.5%11111 
2.0".4ofoperatingturnover11111 l.S% and 6.0% of opeiating profit 

TQle '-1• 8&C, Cost flfBIVIAIDS . 
~ Low 

K % K % 
FllllellllCosts 27,Sl9 7.7 27,519 1.9 
Absence 331,099 92.3 1.421,279 98.l 
Medical Costs . - . -
Death & Retirement Benefits . . . . 
TraininR & Recruitment . . - . 
Total 358,618 100.0 1.448.798 100.0 

Funeral Costs 

Funeral costs have been obtained ftom the general ledger 11111 analysed by deceased and 
expenditure type in Table 6-2. 

Average funeral costs per employee are calculated to be just over Kl,000 and per 
dependant K430. 

Employee i:: 
K It IC 

Engi1leering I0,999 7,590 IS,S89 
S,689 610 6,299 

2 631 

Absence 

Collin Tnmsport 
t(. 

10.110 
960 

2.176 .. 
.... ~~-

10,630 
l.616 

t(. 

18,539 
6.299 

63 

The cost to B&:C of employee absence has been calculated using two methods (see 
Table6-3). 

15 
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The low estimate uses labour value added or 'attn'butable profit' (ie lhllt p111 of 1995 
operating profit that can be attnl>uted to the supply of labour) and, where available,, the 
actual rate of absence recorded by division. The high estimate is bued on aclUal 
employment costs for l 99S (ie saJaty, pension, commission. O'Y& tiuie IDll bonus) IDll 

. the actual rate of absence. For simplicity, no account is taken of eiititfe.nent to less than 
100% sick pay. 

Medical Costs 

The cost of providing for employee medical treatment at :e.tC is fixed by MASM 
terms and conditions regardless or the extent of employee morbidity. 

Death and Retirement Beae6ts 

Similarly, the cost to :e.tC of providing for employee death and retirement benefits is 
fixed by the terms and conditions of the pell.Ilion scheme m•napl 11111 tdmjnjstered by 
Old Mutual regardless of the extent of employee morbidity and monality. 

Training And Recntitment 

Training and recruitment costs appear not to have increased substriri•Dy over the 
period 1991to199S. 

16 
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7. Issues 

7.1 Current Rates of Employee HIV Prevalence 

The cost to B&C of HIV/AIDS in the 12 months to 31 De<-ei••..- 1995 is bued on 
estimates of the cost of employee absence and fi.menl amngemena which. it is 
suggested, are attnDutlble to HIV infection in the previous five to ten years. Table 2-1 
on page 6 shows that the estimated rate of HIV prevalence in urban Blantyre in 1985 
was 2"/o. 

Table 7-1 gives an indic:ation of the parameters of HIV infection which -. possible 
within the B&C woddbrce at present. The low estimate of 112 employees is bued on 
the estimated national average fate ofHIV prevalence in 1995 llDll the mper eslimlle 
of 244 employees on the estimated urban rates of prevalenee in the smne year. 

It is suggested that the business cost of HIV/AIDS, measured in terms of the 
percentage of total eicpenditure or operating profit, will tbeiefoie continue to increase 
in the short to medium term. 

7.2 Training llDll Recruitment 

The business accivities of B&C require a constant and consistant supply of skilled 
labour. Whilst training and recruitmeot costs have not changed significantly over the 
past five years. it is suggested that the maintenance of the skills base will become 
increasingly problematic with the cumulative loss of employees with both tedmical 
expertise and both pnaetical and managerial experience. It is already apparent at B&C 
that the rate of loss of senior staff is higher than that of junior staff. 

If public education resources tail to replenish sufficiently the pool of skilled labour, 
industry will be increasingly required to incur the costs of training to ensure colltim•ed 
production. Moreover, as the national supply of skilled people is depleted, it will 
become progressively more expensive and eventually no longer possible to recruit 
nationally. Failure to meet production targets leads to customer dissatisfaction llDll the 
potential loss of markets. 

17 
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8 . Conclusion 

fllV/AIDS related expenditure in the 12 IDOlllh period to 31 December 1995 is 
estimated to have been bet.ween 1060,000 and Kl,449,000. This 1epn:aeuts betv.em 
O.S% and 2.0% of operating turnover and 1.S% and 6.0% of opetating profit fbr the 
period. In terms of operating profit, the effi:cts of IDV in&ction and AIDS Riiled 
mottality might be interpteted as ncglig!Dle; in terms of profit after overheads 11111 ux, 
they are significant. Moreover, these costs tir exceed the costs of a comp1ebensive 
education and prevention prosramme. 

The major component of the cost to B&C oflDV/AIDS is employee absence llld its 
dfect on productivity. For the purposes of this study abSIJI~ or redooed proclmivity, 
has been valued Oil the basis of 'labour Vlluo lddecl' to give a low esii0 111e 11111 labour 
costs to give a high estimate. It is sugested that the true cost of absence will lie 
somewhere bet.ween these estimates. 

The dired costs to B&C of employee morbidity and mortality are Wiilbaibed by the 
employee weltire benefits oflincl. Mediea1 provision is oft'eted, to lellior llld middle 
grade staff only, via membership of an independently managed medical aid scheme The 
company pension scheme is contracted out. Employer contn'butions to both sdlemes 
are periodically fixed and do not vary with employee sickness or death. 

The issues raised by this study are twofuld. Whilst the estimate Of cost is at priesz nt 
low, tbe numbers of current employees who Ire, potentially, mv infected suggests that 
costs will escalate in future years and corporate decision-making with respect to 
employee health might be more sensi"bly based on furecast rather than ac:tual bnsi• zss 
cost. Moreover, as the epidemic advances and the national skills base deaases, 
recruitment and training will become an additional and significant component in the the 
business cost oflDV/AIDS. 
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AppesidixA 

Tile Medial Aid Society of Malawi 

The MASM Oeneral Scheme offin the fullowing benelks within Malawi: 

• unlimited consultation at a noonuat.ed gaieral practitioner or my other medic:al 
institution; 

• 100% ofthe cost oflll!le uent by a spe::iaJist..; 

• 80".4 of the cost of presecription drugs (except fur Art drugs and drugs fur 
diabetes, epilepsy and hypettenaion) purchased at phatmacies; 

• JOO% ofldmission and b61clm011t costs in Government and minion hospi.tals; 

• I 00% of lDlternity deliw:ry costs in Government and mjssjoo l»spitals; 

• 80% of admission and treatment costs in private hospitals; 

• 60% of maternity delivery costs in private hospitals; 

• 50% of the cost of outpatient consult.lltion and treatment inprivate hospitals; 

• 100% oflaboratory and x-ray fees; 

• 80".4 of the cost of ambulance services between hospitals in the same locality; 

• preventive dentistry; 

• optician refraction costs. 
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