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facilitating economic growth 
through business linkages

Private sector initiative (Psi) Malawi creates linkages between corpora-

tions and small and medium enterprises (SMEs). More specifically, it 

creates a vehicle for large companies to include locally owned SMEs in 

their supply chains, thus helping the latter to expand and create more jobs.

The initiative enables corporates to work in partnership with each other, donor agencies, and 

the Malawian government in achieving its stated goals. In so doing, it enables all role players 

to contribute to the pro-poor growth of the Malawian economy.

Psi Malawi has been endorsed by the Ministry of Trade and Private Sector Development as 

an innovative initiative which is effectively aligned with government policy in general and the 

Malawi National Economic Empowerment Policy in particular. The latter commits the govern-

ment to supporting and developing businesses owned by Malawians.

Psi Malawi, together with its associated Business Linkages Programme, was formally 

launched in November 2005. One year on, it has achieved some very encouraging results. The 

initiative is facilitated by SBP, an independent private sector development and research com-

pany which specialises in promoting strategic partnerships and facilitating practical business 

development.

A traders’ market in Blantyre. 
By empowering local SMEs, 
Psi Malawi contributes to 
the pro-poor growth of the 
Malawian economy.
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the challenge

Addressing poverty in the context of an underdeveloped economy presents policy-makers and 

other role players with huge challenges. Poor countries attempting to promote market-driven 

economic development quickly encounter obstacles that exist precisely because of their under-

development. This has been the case in Malawi, which is classified as one of the world’s least 

developed countries.

Malawi’s private sector remains very small, and about 40 per cent of its Gross National 

Product (GNP) is generated by the informal economy. High interest rates have constrained pri-

vate sector investment as well as economic growth. Ninety percent of the population is active 

in agriculture, mainly in subsistence farming. The economy is highly stratified, with a small 

number of large corporations at one end of the spectrum, and many small, often informal 

enterprises at the other. Links between the two sectors are traditionally weak.

Yet Malawi has among the lowest labour costs in the region, a stable political environ-

ment, an increasingly open trading environment, and established market linkages through 

major international companies. The liberalisation of the economy in the early 1990s has led to 

a greater diversity of private sector ownership, as well as more competition. The government’s 

privatisation programme has made considerable progress, and trade, investment, business 

licensing, and foreign exchange have been partially liberalised. Recent fiscal performance has 

been very strong, the budget deficit has been reduced, and measures are in place to address 

the domestic debt burden and bring down interest rates.

Government policy is aimed at stimulating investment, trade, and business activity bystimulating investment, trade, and business activity by 

facilitating market competition and technological development through an appropriate regu-

latory framework. It recognises agriculture as a key source of growth, but is also committedrecognises agriculture as a key source of growth, but is also committed 

to diversifying the economy, especially through small businesses, and promoting investment 

through close collaboration with foreign firms. The foundations for economic growth and 

development are in place, but translating these policies and strategies into practice remains a 

big challenge.

A Packaging Industries 
Malawi starch processing 
plant. Some of the starch 
is obtained from Nkhota 
kota, which is produced 

from cassava.  The cassava 
is grown and processed 

by smallholder farmers, under 
the umbrella of the Masinda 

Cooperative Society.
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A large part of the problem is what development theo-

rists describe as ‘the missing middle’, namely the relative 

lack of formal small and medium enterprises in the national 

economy. Linkages between big investors and the domestic 

economy are weak. Most manufactured goods are imported, 

and the developmental impact of foreign investment – includ-

ing wealth creation, employment opportunities, and improved 

local capacity – is very limited. The key challenge facing the 

Malawian government and private sector is to attract higher 

levels of foreign investment and channel this into sustainable, 

broadly beneficial development. This requires the develop-

ment of well-capacitated, successful SMEs to populate the 

‘missing middle’, and create the necessary links with the 

domestic economy. This is precisely what Psi Malawi sets out 

to achieve.

the Psi approach – a wealth creation 
strategy

Sustainable poverty reduction requires private sector-driven 

economic growth. Economists and policy-makers are increas-

ingly recognising that the private sector in all its forms must 

be the primary creator of jobs. In developing countries in particular, this should include formal 

jobs created by SMEs as well as increased opportunities for and returns from self-employment 

in the informal sector, including small-scale agriculture.

The Malawian government has recognised the value of this model, and has introduced 

policies aimed at encouraging the private sector to play a leading role in developing the 

national economy. The government recognises that its main role is to facilitate this process, 

and not to create jobs itself.

However, the key to developing the private sector is to create an enabling business 

environment, or favourable investment climate. No government can force people to invest. 

Companies and individuals invest because they choose to do so, and they do so when they 

believe that the country in question offers them an opportunity to earn good returns on their 

investments. Perceptions play a central role. Potential investors – both domestic and foreign 

– are far more likely to be persuaded by the experiences of other investors already operating in 

the country in question than by government policies and campaigns.

If those who have already invested in a given country find it difficult to run their busi-

nesses, for whatever reason, others are unlikely to follow in their footsteps. If, on the other 

sbP’s role in Psi Malawi

Facilitates the involvement of Malawian corporations in the Psi

Provides the tools for participating corporations to rank and accredit SMEs

Creates a database of local SME suppliers

Helps to identify outsourcing and supplier development opportunities within each cor-

porate member’s value chain

Helps to identify synergies among the corporations’ local supplier development 

programmes

●

●

●

●

●

Sobo/CMBL, one of Psi 
Malawi’s corporate partners, 
is committed to facilitating 
access to the company’s 
supply chain for local SMEs.
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hand, current investors report a favourable business environ-

ment and healthy profits, the country is likely to benefit from 

further foreign investment.

Thus a main feature of any developing country’s wealth 

creation strategy should be to create an enabling environment 

for businesses of all sizes, in order to attract private sector 

investment, whether domestic or foreign. Implementing such 

a strategy requires co-ordinated action at a number of levels.

Establishing an enabling environment for business means 

putting in place the structures and processes to make a 

country ‘a good place to do business.’ A good place to do 

business is one where transactions can be enforced efficiently 

and effectively, where compliance with laws and regulations 

is not onerous or excessively costly, and where regulations are 

complied with because they are recognised as being sensible 

and enforceable. In a good business environment it is rela-

tively easy to register and set up a business, investments are 

protected by transparent and fair rules and regulations, prop-

erty rights are protected, basic services (roads, electricity, etc) 

function well, goods can be quickly and easily imported and 

exported, and taxes are set at reasonable levels and are clearly 

structured and easily understood. These things matter far 

more than tax holidays for investors, or government-backed 

credit guarantee schemes for small businesses. Business peo-

ple at all levels will generally find ways of meeting their other 

needs if they are confident that their investments will be pro-

tected, and will flourish.

This amounts to a country in which markets work efficiently and effectively for the major-

ity of the population. Making markets work better also involves joining up disconnected 

economies. The Psi plays a vital role in addressing this challenge by linking large corporations 

and SMEs, in order to provide opportunities for the latter to become part of participating cor-

porations’ supply chains.

the origins of Psi Malawi

Psi Malawi was established against this background, and in the context of the Malawian gov-

ernment’s efforts to encourage the private sector to play the leading role in developing the 

national economy. The initiative has been led by SBP, an independent private sector develop-

ment, research and advocacy organisation, which works with the private and public sectors 

in sub-Saharan Africa to promote a policy, regulatory, and operating environment conducive 

to business growth. Psi Malawi operates in close partnership with BP Malawi and BPSA, and 

with strong government support. The initiative is partly funded by BP, and partly by the British 

government’s Department for International Development (DFID), through its Business Linkages 

Challenge Fund.

Psi Malawi is modelled on a similar programme established in South Africa in 1998, and 

rolled out successfully in Tanzania in 2002. It was formally launched in Blantyre in November 

2005 at an event presided over by The Honourable Martin Kansichi, then Minister of Trade and 

Private Sector Development. The launch was attended by many distinguished guests as well as 

representatives of SMEs and some of the biggest corporations active in Malawi.

The Honourable Martin 
Kansichi, former Minister 

of Trade and Private Sector 
Development, at the launch 

of Psi Malawi.
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the objectives of Psi Malawi

International experience shows that, when the investment climate in a given country encour-

ages the growth and development of large businesses, small businesses also benefit. The Psi is 

a mechanism for enabling the corporate sector to increase the opportunities for SMEs to con-

tribute to, and participate in, the pro-poor growth of the Malawian economy. This is not about 

philanthropy; it is about encouraging successful businesses to help create new companies, 

nationally and across borders, thus creating markets, expanding economic development, wid-

ening the base of potential customers/service users, and generating competitive advantages.

Corporate participants in the Psi recognise that they directly influence the lives of thou-

sands of people through their choice of suppliers and their contributions to local economies. 

By reassessing their supply chains, they can make a major impact on local employment. This 

needs to go hand in hand with efforts to build the capacities and capabilities of local compa-

nies, including SMEs, to act as suppliers and contractors to bigger business. Creating the space 

and platform for an interactive dialogue is essential.

understanding through interaction

Ufulu Gardens Lodge is a bed and breakfast establishment in Lilongwe, owned by Victor 

and Ivy Gondwe. They see Psi Malawi as an opportunity to access a broader business net-

work and develop a better understanding of what corporate clients expect from business 

partners, in order to develop their capacity to meet and exceed these expectations. The 

Gondwes’ professionalism and energy have clearly impressed corporate participants in the 

Psi – they report a significant increase in visitors to the Lodge from Sobo/CMBL and the 

National Bank of Malawi.

The launch of Psi Malawi in 
Blantyre in November 2005.
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how does the Psi work?

The Psi is a network based on the voluntary participation of large companies. It provides them 

with a vehicle for working with each other, donor agencies, and the government. It helps the 

corporate sector to develop local enterprises, thus contributing towards higher levels of eco-

nomic growth and the reduction of poverty. Psi Malawi has seven corporate participants, and 

is championed by BP Malawi.

The Psi mobilises resources for sustainable business development and market-led local 

economic development initiatives by:

providing corporate participants with the technical capacity and expertise to do business 

with SMEs, as a means of promoting a more joined-up economy;

encouraging participants to share their experiences;

accessing world-class learning on economic and social investment practices; and

helping its participants to initiate and scale up sustainable solutions for developing indig-

enous enterprises.

implementing the Psi

Psi Malawi operates in a framework comprising four main elements:

CEOs of member companies provide oversight, vision, and strategy.

SBP acts as the initial implementer and facilitator during an initial two-year phase, providing 

technical support, monitoring and evaluation systems, and SME accreditation systems.

A Corporate Working Group (the demand side) determines targets and opportuni-

ties, shares experience and good practice, and is responsible for project planning and 

implementation.

An SME Business Bridge network provides the supply side.

■

■

■

■

1.

2.

3.

4.

4 As the ‘missing middle’ fills, economic capacity and
depth increase, and the domestic market grows. Malawi
becomes a more attractive investment destination 2 Existing corporates expand, new

corporates are started. Jobs and
wealth are created

1Additional domestic and
foreign direct investment
are attracted

3 Through the Psi, corporates stimulate
local SME development. The ‘missing
middle’ is filled

Virtuous CyCLe

Supporting and grow-

ing Malawian-owned 

SMEs, especially those 

which generate or 

add value to locally 

obtainable materials, 

makes clear business 

sense. By fostering 

entrepreneurship and 

maximising local 

content within our 

supply chains wher-

ever possible, we help 

to grow successful 

small business, support 

employment crea-

tion, widen our base 

of potential custom-

ers, and contribute to 

the creation of new 

markets.

– Hipolyte Mushi, 
BP Malawi
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business bridge Malawi

Business Bridge Malawi has attracted a broad spectrum of SMEs. The smallest member has 

two full-time and seven part-time employees, while the largest has 50 employees. Most 

members have existed for 10 years or more, but a few have been operating for as little 

as two years. They are involved in wide range of activities, including agricultural products, 

construction, import and export, freight handling and product distribution, trading, mainte-

nance services, office furnishings, promotions, consultancies, and tours.

Most members are trying to expand, and employ more people. They see hard work – 

together with customer trust and satisfaction, good marketing and networking, and strong 

business skills – as the key to success. They describe their competitive edge in terms of their 

professional services, high-quality products, competitive pricing, and good management.

Most Business Bridge members want to grow their enterprises by broadening their cli-

ent base, and especially by acquiring more corporate clients. They regard the forum as an 

opportunity to improve their understanding of the operations of larger companies, and how 

to add value to their services and align their processes to those of the latter. They also see 

Business Bridge as a platform for exposing them to big business, and building their profiles 

in ways they are not able to do on their own.

Another major attraction of Business Bridge is the opportunity it offers entrepreneurs to 

network with their peers, and share knowledge and ideas. Participants look to the forum to 

develop their knowledge and empower them to conduct their businesses more effectively, 

increasing opportunities open to them, and growing their market share.

A container terminal 
in Blantyre.
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the Corporate working group

Psi encourages its corporate participants to share their experiences and to work together to 

initiate and scale up local content, and develop local suppliers.

Each participating company is involved in projects involving one or more of three 

elements:

developing local supply chains and local content (linkages with, procurement from, and 

outsourcing to SMEs);

developing agricultural outgrowers; and

developing community programmes.

The Working Group – comprising representatives of participating corporations – meets once a 

month to explore opportunities for adding local SMEs to their supply chains, and identify ways 

of increasing local content. A consolidated list of local suppliers has been created, and now 

comprises more than 400 local suppliers. It is continually updated as more SMEs make contact 

with corporate participants. Corporates also work with the Malawi Confederation of Cham-

bers of Commerce and Industry (MCCCI) in order to include its SME members in the Psi.

As part of the Psi database, a consolidated index has been developed of all SME suppliers 

to corporate participants. They are rated in terms of quality, service, and cost. The idea has 

been to evolve a rating method and standards that are commonly accepted and understood. 

New suppliers are evaluated in depth by the corporate involved, and the results are then incor-

porated into the common database.

The corporate participants derive a number of benefits from their involvement in the Psi. 

■

■

■

 
 

Participants at a joint meeting 
of the Corporate Working 

Group and Business Bridge 
Malawi in August 2006.
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how Psi Malawi enabled an sMe to 
expand and diversify

Patrick Khembo read about Psi Malawi in newspaper reports 

about the official launch. He was impressed by the idea that 

large corporations were working together to develop small 

businesses, thus helping them to increase their contributions 

to the Malawian economy.

Patrick is currently the managing director of a successful 

small business that supplies industrial and agricultural chemi-

cals and pharmaceuticals to a number of large companies. 

What he saw in the Psi was the opportunity to secure support 

for a long-cherished plan to expand the business into horti-

cultural production and agroprocessing.

Patrick had the land, entrepreneurial skills, and enthusi-

asm to turn his dream into reality. What the Psi offered was a 

route to important local supply chains which were otherwise 

not readily available to him.

Patrick approached PTC, a Psi member, with his plan, 

and secured a contract to supply the company with tomatoes for on-selling. The security 

offered by this contract gave Patrick the assurance he needed to make initial investments in 

his farm. He set up a tomato-growing operation in a specially designed greenhouse, using 

high-level technology. He employs a horticultural agronomist, ten full-time staff, and 20 to 

30 casual labourers.

The high quality of Patrick’s tomatoes, which are disease-free and have a long shelf 

life, quickly gave him a competitive edge over other suppliers. With one corporate client 

well-satisfied with his quality and reliability, and having established a high demand for his 

product, Patrick was able 

to extend his supplier list 

beyond the Psi partici-

pants. He now provides 

tomatoes to a number 

of large clients, including 

Shoprite, Sunbird Hotels, 

and Victoria Hotel. Patrick 

is implementing an expan-

sion programme that aims 

to capture the off-season 

high demand period of 

December to April, when 

most suppliers don’t pro-

duce tomatoes.
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These include:

interaction among personnel from participating corporates

identifying problems in dealing with SMEs

developing and using a common method for evaluating and accrediting SMEs

sharing experiences of and information about company policies on SMEs

theme-based meetings and dialogue with SMEs via the Business Bridge network

opportunities for exchanging practical experiences through on-site meetings

developing training workshops involving buyers and SMEs

awareness of current developments in respect of SMEs and government policy

access to a central database of SME suppliers

sharing outsourcing opportunities and experiences.

business bridge Malawi

The Psi is about building bridges between large corporations and local small businesses, to the 

benefit of both. To ensure that SMEs obtain maximum benefit from the initiative, SBP has a 

developed a networking tool for SMEs that complements the corporate one.

Business Bridge Malawi is an SME peer network which serves as an informal business 

development forum for promising SMEs. Together, the Corporate Working Group and Busi-

ness Bridge network create a platform for a constructive dialogue about common business 

concerns, aimed at developing local enterprises and local economic activity.

Business Bridge provides SMEs with an opportunity to share skills, experiences and knowl-

edge, help one another to solve problems and develop and strengthen inter-firm relationships. 

■

■

■

■

■

■

■

■

■

■

A BP laboratory in 
Blantyre.  BP is one of the 
founding members of Psi 

Malawi, and co-funds the 
initiative.  Through the Psi, 
BP aims to help small and 

medium companies take 
advantage of procurement 

opportunities.
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Members meet once a month to identify, discuss, and resolve real-time challenges and issues 

of mutual interest. Business Bridge members mine the wisdom of their peers through debate 

and discussion. The programme empowers SMEs to enter the supply chains of large corpora-

tions in a mutually beneficial and sustainable way. In the process, it helps SMEs to grow, make 

bigger profits, and create more jobs.

Measuring the success of the Psi

The Psi will measure its own success in terms of four key indicators:

the growth of local small businesses through increased business linkages

improved capacity of local small businesses.

improved business environment for local small enterprises

import substitution

Challenges going forward

SBP will facilitate Psi Malawi for a two-year period. During this time, SBP will establish the nec-

essary mechanisms to enable the initiative to become locally managed and co-ordinated by the 

■

■

■

■

Accessing corporate supply chains

Sobo/CMBL is actively committed to increasing the representation of Malawian SMEs in its 

supply chain. The company receives many applications from potential suppliers in which 

they detail their areas of specialisation. If the SME’s products are relevant and appropriate 

to Sobo/CMBL’s needs, the company sends a representative to visit its premises to verify 

whether it is capable of meeting the corporation’s requirements. 

Senior Sobo/CMBL staff members meet with the potential supplier at the latter’s premises 

and discuss employee numbers, capacity, and financial considerations. The potential supplier 

must also provide references, which are followed up. When Sobo/CMBL is satisfied that the 

supplier has the capacity to meet its requirements in respect of volume, quality, and time 

scales, it places that supplier on its Preferred Suppliers List. This is updated every six months; 

details of new suppliers are added, and non-performers are removed. 

The system has yielded a number of success stories. For example, Sobo/CMBL describes 

the level of service offered by a local clearing and forwarding SME as ‘excellent’. The com-

pany notes that while some large agents seem to expect the client to do most of the tracking 

and chasing of their goods, this SME provides it with daily reports on the status of its order, 

and also notifies it quickly and efficiently when its goods arrive and are cleared. Sobo/CMBL 

notes that the SME’s level of business has increased significantly, ‘as they know exactly what 

we need even before we’ve asked’. 

Another success story is a local supplier of coal. Previously, Sobo/CMBL had struggled 

to access coal from local mines, with even large organisations proving unable to deliver. 

A Malawian-owned small business introduced itself as a supplier of coal, including coal 

from this problematic mine. To Sobo/CMBL’s surprise, the first shipment was delivered ‘with 

utmost speed’, and the SME involved has since become a preferred supplier. It supplies 

Sobo/CMBL with a range of commodities, since it has a number of trucks with which it can 

transact cross-border business. 

As large corporations 

participating in the 

Psi, we recognise that 

there is a gap between 

our businesses and 

local SMEs. SMEs 

require better informa-

tion from us in order 

to access opportunities 

in our supply chains. 

Corporations involved 

in the Psi aim to 

increase our business 

interactions with SMEs, 

recognising that these 

small, locally owned 

businesses have a very 

important contribution 

to make to economic 

growth and employ-

ment creation.

– Bernadette Mtila, 
Sobo/CMBL
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participating corporations. SBP will continue to supply mentoring and development as needed. 

This model has been implemented successfully in South Africa and Tanzania. In both cases SBP 

continues to play a limited strategic role, but the Psi’s organisation and activities are locally 

managed, and thus sustainable beyond the life of start-up funding and external facilitation.

Part of the challenge in Malawi is therefore to establish an autonomous and sustainable 

local supplier development programme that can be taken forward by participating corpora-

tions and SMEs.

This requires an ongoing commitment by the purchasing and technical staff of participat-

ing corporations. It also needs a commitment from SMEs to make the most of the opportunities 

on offer to forge links with corporates, and to help them develop the capacity they need to 

provide high-quality, timely, and reliable services.

Corporate participants will meet with the new Minister of Trade and Private Sector Devel-

opment and his team before the end of 2006 to discuss opportunities for cooperation going 

forward. n

Developing local suppliers for a better Malawi 

PTC works with Malawian entrepreneurs at the lowest end of the SME spectrum. The com-

pany has contracted a number of small producers to supply it with fresh food. These are 

micro-businesses, operating in outlying areas, with poor access to markets or transport. To 

empower these SMEs, PTC has engaged with individual micro-businesses and persuaded 

them to create an economy of scale by amalgamating their activities. PTC deals with a group 

representative, and provides the entrepreneurs involved with set dates on which it will col-

lect produce. PTC provides a vehicle, and covers the transport costs. The system allows PTC 

to access locally produced fresh food products while simultaneously making a substantial 

positive impact on communities that would otherwise not be able to market their produce. 

The initiative is strongly aligned with PTC’s underlying philosophy to ‘Buy Malawi Prod-

ucts -- Build a Better Malawi’. PTC actively seeks local suppliers -- big and small -- for goods 

and services wherever this is possible. As a result, 80 percent of the company’s turnover 

involves products produced in Malawi. Benefits include limiting the distances that products 

must travel, generating financial savings and environmental benefits, and, crucially, empow-

ering small businesses, and strengthening the economic base of local communities.

The majority of SMEs 

who have signed up 

for Business Bridge 

are well-established 

enterprises with lots 

of potential for further 

growth. Through this 

initiative, we have an 

opportunity to increase 

our interaction with 

the large companies, 

and learn directly from 

them about how to 

improve our chances 

of successfully tender-

ing to provide them 

with services and 

products.

– Victor Gondwe, Ufulu 
Gardens and Western 

Construction



Contact details

Corin Mitchell 

SBP director of operations 

Project Manager Psi Malawi

SBP

PO Box 1051, Houghton 2041, 

Johannesburg, South Africa

Tel: +27 11 486 0797 

Fax: +27 11 486 0810

Web: www.sbp.org.za 




