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Introduction

1.

1.1
Incubators
A business incubator is a physical location or virtual location that provides a defined
set of services to individuals or small businesses. This may include specific types of
office space, flexible lease terms access to technology, financing, and technical
assistance (such as marketing, legal, finance, Human Resources, and other business
development services). Business incubators provide targeted support services to early
stage Small and Medium Enterprises (SMEs). They are vital to the health of the SME
sector particularly since they focus on the root causes of early stage business failures
like poor strategy and lack of access to finance. There are three main things defining
an incubator: a) Incubators focus on SMEs in the early stages of growth; b) incubators
offer services aimed at strengthening the capacity of SMEs to operate on their own; c)
incubation is temporary. SMEs in their early stages of growth (idea and pre-seed) have
particular needs. Incubators recognize this and target their services to meet these
needs so that SMEs can grow independently once the incubation ends. Incubators are
mainly dependent on charging rent or membership fees to residents, often on a
monthly basis (Dee et al, 2015). By charging rent rather than taking equity in the
businesses they support, incubators are unlikely to support businesses that are likely
to scale rapidly.

What is an Incubator

Physical or virtual facilities that aid the development of early stage SMEs

Provide temporary business support services aimed at
building viable independepent businesess

Critical in helping SMEs navigate the challenges
present in early stages

Is not a training centre that trains
people for employment within
established firms

Figure 1: What is a Business Incubator?
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1.2
Growth Accelerators
Accelerators are a more recent phenomenon than incubators. In contrast with
incubators, accelerators provide services that are highly selective, cohort- based
programme of limited duration (usually 3-12 months). Services often include
assistance in developing business plans, investor pitch desk, prototypes and initial
market testing. While incubators typically charge rent or membership fees,
accelerators more often base their business model on equity from the start-ups. This
means that they are more growth driven though exceptions of this business model do
exist especially corporate accelerators. In this model, some firms may choose to
sponsor or subsidise such a programme for broader strategic reasons including
internal innovation, cultural change, and marketing, corporate social responsibility
(CSR) or public relations (Miller and Bound, 2011).
Early accelerator programmes were mainly funded by venture capitalists, newer
programmes have been established by a wide variety of organisations, including large
corporations and the public sector. These new players often have different missions,
which in turn lead to differences in in selection criteria, funding model and success
metrics (Van Hove, et al, 2015). However the offer of seed funding is still a common
characteristic of most-but not all-accelerator programmes.
Increasingly accelerators are providing support designed for more established and
high growth companies looking to scale up their businesses. Support for pre-startups
stage is offered in form of pre-accelerator programmes, directed at entrepreneurs or
startups with the aim of joining an accelerator programme in the future. For the
purposes of this background report, we adopt the work of Miller & Bound (2011) and
consider an accelerator as defined by the following characteristics:
 Fixed duration programmes (usually 3-12 months)
 Typically growth based (payment via equity rather than fees)
 Often provide seed funding
 Focus on services over physical space
 Admission in cohorts
 Provision of start-up services (e.g. mentorship, entrepreneurial training)
 Highly selective
As with incubators, there are also “virtual variants” that do not often offer physical
space but aim to provide other services remotely
The overlapping features between incubators and accelerators are shown in figure 2.
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Incubator
s
Typically fee
based
Technical
facilities

Accelerator
s
Training
Mentoring
& Coaching
Business
support
services
Selective

Rolling admission

Physical Space

Typically growth
based (Payment via
equity rather than
fees
Fixed duration
Cohort based

Seed Funding

Figure 2: Features of incubators and accelerators
Source: Adapted from Dempwolf et.al. (2014)
1.3
Other Business Support Services
Various other forms of business support exist or existed in addition to the above that
aim at improving the performance of enterprises; their access to markets; their ability
to compete; raise profitability; enhance growth of enterprises and promote the value
addition of goods and services. These include: one stop shops, on-line business
resource portals, SME support centres, and the use of standardized training
programmes among others. (Chrisman, 2010) describe business support services as
training, advice, consulting, market support (trade focus), information, technology
development and transfer and business linkages promotion. Other typology of SME
support measures include: information and referral, professional informational
services; advisory services (e.g. business planning, mentoring), training on starting and
growing a business, and networks (trade fairs) (WETF, 2009)
Malawi had three programmes that were supporting SME development but were
merged into Small and Medium Enterprise Development Institute (SMEDI) in 2013. The
programmes were: Development of Malawian Traders Trust (DEMATT) whose mandate
was to train businesspersons, give technical support to small entrepreneurs, especially
women, and to manage credit guarantee funds; Small Enterprise Development
Organisation of Malawi (SEDOM), and Medium Enterprise Development Institute
(MEDI)
In addition to the above, entrepreneurship courses are often run by educational
institutions ranging from TVET institutions, higher educational institutions
(universities) and others. These take a wide variety of forms from degree programmes,
diploma and certificate programmes designed specifically for students to develop an
idea and create their own businesses. Support services offered may include mentoring,
seminars, training, networking opportunities, funding advice and access to expertise.
3

1.4
Why Business Incubation
In this study, the focus is on business incubation as a means of providing targeted
business support services to early stage SMEs. Young companies are particularly
venerable in their early/start-up years and particularly in Africa where there is a high
percentage of inexperienced workers starting businesses. A lack of exposure to the
formal sector’s mature corporate governance (due to a widespread lack of
employment opportunities) means that there are a significantly higher percentage of
students or inexperienced entrepreneurs trying their luck at starting a business for
survival. Furthermore start-up environment is significantly more hostile in countries
like Malawi, where services remain inadequate, inaccessible, or expensive.
Although the rates remain controversial, it is broadly accepted that incubation
programmes can increase the survival rates of SMEs dramatically if they are well run
and the start-ups pay for the services. This model (revenue generation) ensures a
steady cash flow for the incubator though it assumes that entrepreneurs will have the
necessary cash flow to outlay an annual or monthly payment. In South Africa, the
success rate has been reported as high as 65 percent (World Bank, 2009). In addition,
the provision of physical space and other critical interventions made by the incubator
programs such as management coaching, mentors who help in preparing effective
business plans administration services, technical support, business networking, advice
on intellectual property, and help in finding sources of financing significantly help
these individuals.
However, an incubator can also become sustainable if government or a donor provides
funding in form of a grant. In this model, government or a donor subsidises an
incubator for broader strategic reasons such as employment creation and poverty
reduction. The programmes targets a special group such as the youth and women
because they are underrepresented among business owners. The aim is also not only
to integrate these groups into the labour force but also to improve their access to
resources, skills and experience, opportunities and business networks. These incubator
programmes are also aim at supporting youth and women coming from less
advantageous environment who may not possess the basic educational competencies,
business acumen or technological ability to prove competitive in a dynamic market
place for micro and small enterprises. Additionally, limited assets and scant financial
resources often make it very difficult for them to access startup capital. In some cases
cultural impediments and weak social support hurt these groups ability to start a
business. These public or donor supported incubator models support start-ups who
have a great idea but no funds to pay for the services to overcome challenges and
become successful entrepreneurs.
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What do
Incubators do

•Business Development
services at aim at
strenthening business
systems and strategic
direction
•Access to physical space
required to conduct key
business activities
•Funding required for
investment

Programme Modelspredefined sets of
services offered in a
particular sequence
Product Models: provision
of specific services to SMEs
as per their needs

Figure 3: Role of Incubators
The support that incubators provide is vital to the health of the SME sector and
reducing early stage failure. Some of the key issues that incubators focus on are poor
business strategies and lack of access to finance. Many SMEs are unable to access early
stage funding either due to the inability to meet the funding requirements or because
they are unaware of the funding sources. In addition, many SMEs struggle to develop
business strategies and systems that allow them to access markets and grow. Since
SMEs account for 83 percent of national employment (NSO, 2000) and incubators
target the causes of SME failure, incubators are important driver for economic growth
and job creation. Other challenges that Small and medium sized businesses in Malawi
face are many challenges to their growth and operations. Incubation programmes
should be designed to address these challenges. Critical among them include:
Appropriate office space
Poor electrical and Water: SMEs need first and foremost an appropriate
infrastructure in a building. This consists of dependable power supply and appropriate
electrical installation. This is rarely available in cheaper office rentals that most startups and small enterprises can afford.
Expensive internet: SMEs need good and low cost connectivity to their internet
preferably fiber optic cable connection that has less interference than wireless.
Inflexible lease terms: leases can often be paid as much as 6 to 12 months in advance
and do not provide flexibility in terms of changing the lease, or expanding or
contracting into additional space as the company grows or contracts
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Individual Resources: Companies generally have to provide their own resources like
generators, receptionists, security, kitchens, internet connection as they cannot rely on
other tenants for maintaining shared resources. Building own infrastructure is
expensive to set up and maintain.
Unattractive location: SMEs often locate in the cheapest real estate available and this
can project a negative image to potential customers. Image is important especially for
SMEs trying to establish themselves in a competitive market.
Appropriate Support Services: Most SMEs are launched by aspiring entrepreneurs
who have no previous experience. The enterprises are not planned appropriately,
markets are not assessed, products not commercialized, marketing not adequate or
imaginative, and good corporate governance is frequently lacking. SMEs have little
training in project management and scheduling. Worse still they not aware of the
people, networks and support programs that would be of assistance.
Appropriate professional Networking: Key to the development of an entrepreneur
is their exposure to other professionals. This can be in form of good employment
opportunities that reinforce best practices in business management. They lack
mentoring relationships that exist between an accomplished professional and younger
entrepreneurs for sharing ideas, techniques, visions, or criticisms. These relationships
can also develop into funding opportunities, business contracts, or even employment.
1.5
Incubator Models
In order to understand incubators, it is important to understand startup of a business
cycle as shown in figure 4 below:

Idea

Startup

Maturity

Expansion

Figure 4: Start-up business cycle
The cycle of businesses can be directly related to the types of interventions that should
be developed for SMEs.
Table 1: Business Incubator Models
Germinate
PreIncubation

This is a very earliest stage of intervention where
you are helping an individual with an idea. Some
incubators can afford this kind of activity where
they can access public support or private capital.
This is often required in high tech innovation
industries and the incubator closely attached to a
university.

Idea
Expensive and Risky
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Incubate
Incubation
Host
Post
Incubation.

This is where an idea has graduated into a plan.
Incubators can help refine the plan, build the team,
provide resources and invest in the company. Also
known as acceleration, this focuses on more
mature startups.
This is where a profitable company merely seeks a
particular type of facility. No intervention is
required by an incubator.

Start ups
Expensive Part subsidized
Mature
Safe

Table 2: Services Offered by Incubators
TYPE
DESCRIPTION

EXAMPLES

BUSINESS DEVELOPMENT SERVICES

Services aimed at strengthening the
business acumen of entrepreneurs and
the business systems and strategic
focus of their enterprise







Business Strategy support
Systems support
Access to markets
Access to finance
Mentorship and networking

PROVISION OF PHYSICAL SPACE
AND RESOURCES

 The provision of space in which
SMEs can conduct their operations
 Incubators offer various combination
of basic office space, sector specific
resources and meeting facilities
The provision of actual financial capital
to SMEs or the facilitation of access to
financial resources




Office space
Technical equipment and
specialized facilities
Meeting facilities and conference
rooms
Grants
Equity
Debt/Loans

FUNDING






1.5
How do Incubators Vary
There are many different types of incubators. They vary across several areas including
how they choose to operate and generate revenue, their specific geographical focus
and SMEs they choose to target.

Table 3: How do Incubators Vary
VARIATION
DESCRIPTION
Sector focus

The emphasis on or preference of SMEs
from a particular economic sector

Geographical focus

Where the incubator offers the service

EXAMPLES


Sector specific focus-provision of
sector specific services
and
resources
e.g.
Manufacturing,
Agriculture,
 Multi-sector provision of services
to SMEs from a wide range of
sectors
 SMEs across the country
 SMEs in one region
 SMEs in one district, town or city
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Target Group of SMEs

The subset of SMEs that the incubator
hopes to offer its services to




Operational Model

The way in which the incubator is
structured and function in order to
achieve its purpose





Revenue-Generating Model

The system by which the incubator
monetizes its services




Mix of public/private support

The combination of public, semi-public
and private actors involved in
establishing
and operating the
incubator





Vulnerable SMEs or enterprises from
disadvantaged communities
SMEs that are probable winners and
have proven business plans
Virtual incubation model-remote
provision of BDS either via the
internet or locations suitable to the
SMEs
Brick and Mortar Model-provision of
incubator services from a physical
location
Mixed Model-the provision of both
physical resources
and virtual
services
Fee for service Model: charges fees
for services on a monthly basis or as
a percentage of revenue generated
Equity-swap model: take equity in an
SME and don’t charge monthly fees
Government owned incubator
Incubator established in partnership
between the private sector and the
state
Incubator
established
and
supported privately

How do Incubators Vary

By Sector or multi-sector

By geographical focus-local, provincial or
national
By Target group of SMEs vulnerable
start-ups or high potential early stage
enterprises
By operational Model (physcical
or virtual or mixed
By revenue generating model i.e fees,
equity, and other revenue generating
mechanisms

Figure 5: How do Incubators Vary
Table 4: How Incubators Deliver Services
TYPE
DESCRIPTION
PROGRAMME DELIVERY MODEL






PRODUCT DELIVERY MODEL



A predefined set of services,
sequential in a particular way
delivered to the SMEs;
Programmes have multiple
components, each with a specific
goal
Components often build on one
another
Intended to build SME
competencies over time in a
controlled way
SMEs can access specific products
and services as needed

EXAMPLE
An incubator has a business building
programme for 18 months and is
structured as follows
 6 months of weekly class-based
financial literacy, marketing, and
human resource training
 12 months of mentoring and
coaching sessions

An incubator offers the following
services that SMEs can subscribe to
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SMEs decide when to access
services and in what order
If charged, SMEs pay based on how
long and how extensively they use
these services










Financial literacy
Leadership and Management skills
Networking skills
Computer skills
Confidence
Critical thinking skills
Planning and Development skills
Life skills training

2.0
Examples of Business Incubators
This background research describes the existing landscape of business incubators in
Malawi and in the region. It explores the incubation types and their common features
and sectoral focus. The report distinguishes business incubators on a number of crucial
areas such as value proposition, the service offerings, their institutional mission,
financing and business model. The report also distinguishes public and private
business incubators. Other types of business incubators include mixed-use incubators
that serve tenants and clients in a variety of industries and markets. A “manufacturing“
incubator caters for small and start-up manufacturing and assembly oriented
businesses. The other common type of business incubator in Malawi and the region is
a “technology” incubator or “tech labs” which foster certain high tech sectors and the
growth of firms involved in emerging technologies.
As a recent phenomenon, Malawi as a country can learn a lot from its neighboring
countries and the region especially from South Africa and Kenya. One important lesson
for Malawi is that before supporting business incubation, it is important bear in mind
that business incubators are not organisations that support struggling businesses that
have been merely established to provide a livelihood for the owner. Incubators focus
on entrepreneurs whose businesses were started to grow not merely survive. In
addition, Malawi can learn from its neighboring countries which business models have
worked and which ones have not worked. Most incubators even in South Africa (which
is regarded a well-developed economy) in Africa are partly funded by government
with only a small proportion privately run.
2.1

Malawi

2.1.1 Innovation Hub
UNICEF Malawi, in partnership with the University of Malawi, Polytechnic, launched The
Innovation Hub (Mphika wa Luso) in Blantyre. The hub is based at Malawi Polytechnic’s
Chichiri Campus (University of Malawi). The hub provides a platform for young people,
industry stakeholder and academia to interact and exchange ideas and collaborate on
innovations that address local challenges and take those innovations to scale.
The Hub provides a dynamic platform to scale up and sustain UNICEF’s innovation
efforts in Malawi and to nurture new game changing solutions in UNICEF’s areas of
programming. Through collaborative engagement of youth, academia, government,
private sector and development partners, the Hub serves as a vehicle to catalyze
innovation within and outside UNICEF.
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2.1.2 InCUBE8
InCube8 is a business incubator/accelerator founded in early 2016 with the aim of
confronting the growing problem of youth unemployment and startup failure by
creating an ecosystem where innovative entrepreneurs will be nurtured and grow into
the next generation of successful business leaders. The incubator received seed money
amounting to US$5,000 from Tony Elumelu Entrepreneurship Programme (TEEP) in
developing a curriculum and build a work space for the incubator.
The ecosystem is defined by some key events such as the monthly Pitch Nights hosted
on the last Thursday of every month both in Lilongwe and Blantyre, the
entrepreneurship conferences, network cocktails and workshops hosted by Invest
Malawi are engaging, and help with personal and business growth.
InCUBE8 provides mentorship from an array of experienced and successful business
men and women in various sectors. Technical support is provided through the 10 week
program which is comprised of weekly online tasks and weekly workshops.
Networking opportunities are offered with local venture capital firms, banks, angel
investors and public funding organisations through industry nights, breakfast
meetings and cocktail gatherings. InCube8 also provides no less than $1.000 seed
capital to its members upon graduation from the program.
In addition to the program, InCube8 is in the process of establishing a business
development centre called the CUBE where members and non-members will be able
to rent co-working space and where business development services such as financial
management consultations, business advisory/diagnosis services and business plan
development to name a few will be provided.
2.1.3 Mhub
Mhub is Malawi’s first technology and innovation hub located in Lilongwe and a
working space in Blantyre. The hub is a social enterprise that champions the
development of local technology solutions. The hub nurtures young innovators and
entrepreneurs with technical and business skills to create sustainable business
solutions.
The hub facilitates structured mentorship between young entrepreneurs and
innovators with established experts, researchers and icons in technology and business.
Mhub also aims to enhance knowledge sharing between industry, academia,
developers, researchers and the community to ensure development of relevant
technology solutions. Mhub also provides a co-working space for young innovators
and entrepreneurs. The space is designed to unearth creativity, stimulate innovative
thinking. The hub provides an environment for upcoming start-ups to work and
connect with potential clients. It affords an atmosphere conducive for interaction with
other like-minded innovators and entrepreneurs, sharing ideas and networking. The
hub has trained over 4,000 youths with ICT skills and entrepreneurship. It incubates 15
emerging entrepreneurs. It has a membership base of 180 young innovators and
entrepreneurs and exposed over 52 entrepreneurs on the Lilongwe Pitch Night
platform.
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2.1.4 BeeBiz
They are located in Blantyre District, Chilomoni Township. They use 20 forty-foot
containers adapted into an enterprise area of workshops, offices and classroom
spaces. Budding entrepreneurs will have easy access to electricity, water and the
internet and are co-located with microloan operators, and advisers. BeeBIZ is a place
to get businesses going, creating jobs and job creators in a scalable, shareable system.
Beneficiaries are new entrepreneurs in poor urban cities in Malawi and the people they
employ. As a non-profit organisation, the Beehive Centre for Social Enterprise takes
any surplus from this to support the women and children in a Children's Centre. This
Centre provides childcare for women who want to train and start businesses in BeeBIZ.
The majority of trainees in tailoring and design at the Beehive Centre for Social
Enterprise are women.
2.1.5 Mzuzu Entrepreneur Hub
Mzuzu Entrepreneur Hub is an organization registered under company’s incorporation
Act with the aim of providing office space, business incubation programs as well as a
platform for upcoming entrepreneurs to access information on investments, trade,
banking, business registration, technology and other resources that can help
upcoming entrepreneurs to grow their business ventures in the city of Mzuzu. The
Mzuzu Entrepreneur Hub also runs Mzuzu Pitch Night which is a platform for
entrepreneurs to present their business to potential customers, investors and partners.
2.1.6 Other Initiatives
There are a number of other initiatives that are also planning to establish business
incubators in Malawi using various models. GIZ through NEPAD is supporting a
number of private technical colleges through the Ministry of Labour to establish a
number of incubators. The aim is deign appropriate measures to address the gaps in
vocational and technical education within the agricultural investment plans under
CAADP.
Small and Medium Enterprises Development Institute (SMEDI), with funding from
the Indian Government, is planning to establish a business incubator in Mponela
focusing on value chains. Equipment will be imported from India and set up at
workshops at SMEDI. Trainers from India will come for about three months to train
local instructors on the equipment and various production processes. The
development support will also involve training managers on how to establish links
with industry, and establish a self-funding model for supporting its operations. The
incubation centre will also provide business advice (business support services) to
clients who want to start their business.
The Nkhotakota Youth Organisation: offers some vocational training skills in various
trades plus a courses in entrepreneurship. The youth are encouraged to start their own
business after graduation. Strictly speaking this is not an incubation centre. The model
of teaching vocational skills and a course in entrepreneurship is similar to what all the
TVET institutions are offering in Malawi.
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3.1

Zambia

3.1.1 Agribusiness Incubation Trust
Business incubation is not new concept in Zambia. In the early 1990s, there was an
effort to establish business incubators in all the provinces of Zambia. The major
problem was the design of the project as it ended up benefiting few people and the
first people who went into the incubation never graduated from the programmes and
the majority of them are still operating their businesses in the premises provided by
government up to now.
The most well-known incubation centre in Zambia is Agbit (Agribusiness Incubation
Trust of Zambia). Agbit runs a 6-18 months incubation programme for entrepreneurs
interested in processing mango, pineapple and tomatoes. The programme is tailored
to accelerate the growth of small businesses into successful companies. Incubated
companies receive hands on business training, expert advice, technology assistance,
business facilities, business development support services, mentoring and networking
and facilitation of funding.
Agbit is part of the Universities, Business and Research in Agricultural Innovation
(UniBRAIN) project which is an initiative of the Forum of Agricultural Research in Africa
(FARA) and the government of Denmark whose objective is to enable universities,
business and agricultural research institutions to commercialise agricultural
technologies and produce graduates with entrepreneurial and business skills.
UniBRAIN supports the establishment of the Agribusiness Innovation Incubation
Consortia comprised of members drawn from universities, businesses and agricultural
research innovations. The Consortia are committed to creating jobs and wealth,
generating commercial innovations and producing graduates with entrepreneurial
and business skills through hands-on experience with agribusinesses.
Through its Business Incubation program, AgBIT is supporting the rapid growth of
small but high-potential enterprises (SMEs) and startups in the agribusiness sector,
minimizing the risk of business failure in their formative years, and encouraging more
innovation.
Anchored on the strength of its unique consortium, the AgBIT incubator takes
leadership in the commercialization of available agribusiness technologies, providing
strong business mentorship to SMEs, linking smallholders to markets, strengthening
the supply chain, and delivering quality business development services to SMEs and
producers alike. AgBIT’s business incubation goes beyond business training to
providing key mentorship and client-tailored support to high-potential entrepreneurs
and farmer cluster enterprises.
3.1.2 BongoHive
BongoHive is Zambia's first technology and innovation hub. This organisation was
established as a social enterprise, contributing to local, social and economic
development through skills development, professional networking and technological
innovation. The aim is to unleash the untapped potential of young people seeking to
succeed while making a difference through their careers. BongoHive provides
guidance and practical advice throughout the entire start-up process, which involves
12

concept refinement and prototyping, post-launch operations and management of
growth. BongoHive offers two programmes, 'Discover' and ‘Launch’ that is focusing on
identifying Zambia's best and brightest entrepreneurs. The organisation brings various
entrepreneurs into their space and turns their ideas and projects into scalable
businesses.
4.1

Zimbabwe

4.1.1 Harare Institute of Technology (HIT)
Zimbabwe, has a number of initiatives which include the Harare Institute of
Technology (HIT). It is a collaboration between the Embassy of India and the
Government of Zimbabwe. HIT has been promoting the incubation concept in
Zimbabwe laying the foundation for entrepreneurial development. The institution's
mandate is the development, incubation, transfer and commercialisation of
technology as well as human capital for greater national industrialisation.
The Indo-Zim Technology Centre at HIT promotes technology transfer and also
introduces new technology in various fields in support of SMEs. The centre offers
training to SMEs in manufacturing tools and components. Such empowerment
initiatives augur well for entrepreneurial development in the SMEs sector with the help
of the State. Other centres providing incubation facilities include Bulawayo
Polytechnic, SEDCO and the Chitungwiza Common Facility Centre.
Equipment worth more than US$3 million was imported from India and in addition
India also offered training to dozens of Zimbabweans in the fields of tool and die
making, tool design and computer- controlled technology.
4.1.2 Other Technology Business Incubators in Zimbabwe
Impact Hub, Harare
Impact Hub Harare is part of a global network of ‘Impact Hubs’ in different cities
around the world. The hub brings together local innovators through events, an
innovation lab, and business incubator. Impact Hub offers credibility and a proven
track record of startup acceleration and nurturing entrepreneurs.
Stimulus Hub, Harare
Located in Harare, Stimulus Hub is a business incubator that provides business
coaching and networking for entrepreneurs. Stimulus Hub also holds hackathons and
a host of other tech startup events.
5.1
South Africa
South Africa has over 13 private, 27 seda incubators and 36 incubators supported by
the incubator support programme (ISP) supporting entrepreneurs in sectors as diverse
as horticulture, construction, chemicals, ICT, metal fabrication and furniture
manufacturing among others. While there are a few private sector led incubators, most
are supported by the national government and to a lesser extent by the provincial and
local governments. The South African Business and Technology Incubator Association
(SABTI) was formed by incubator professionals and has since become an association
representing incubators in South Africa. In this paper we review three of those
incubators:
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5.1.1 SEDA Construction Incubator
Established in 2006, SEDA Construction Incubator (SCI) is a public benefit organisation
mandated to develop and mentor emerging construction companies in South Africa.
The core business of SCI is to develop emerging contractors through the infusion of
both technical and business administration skills that are aligned with the introduction
of technology in order to enhance the efficiency and management of their businesses.
The Incubator aims at providing support to selected participants for a period of three
years by which each emerging contractor should have advanced by at least one
financial level above their entry point on the Construction Industry Development
Board (CIDB) register and be capable of operating unassisted in the open market.
There is consensus amongst the majority of client bodies that the model offers a good
strategy to assist emerging contractors. The level of formality the SCI model brings to
the industry is also widely acknowledged and appreciated.
SCI provides support in three phases of development of the emerging contractors;
tender phase support, construction phase support and general administrative support.
These three areas were identified as being the most critical in terms of the need for
development and mentorship interventions. To date under current year in review, the
SEDA Construction Incubator supports 338 construction companies in South Africa.
Mentorship Program
The mentorship model includes providing guidance to and facilitating the incubatees
who are selected through clear criteria for inclusion into the programme, to achieve
financial and operational efficiency and success.
Mentorship Stages
The program was developed around specific processes that can be found in any
construction business:
a. Tender Stage. When the contractor wishes to acquire work in the form of
contracts they need to be priced correctly, with clear profit margins, and all
expenses to be recoverable ensuring a profitable business and clear financial
formula for success.
b. Pre-Construction After securing or being awarded the contract, there is a
contractual period in which the contractor has to prepare for occupation or
possession of the site.
c. Construction Management: Processes that are specifically the domain of the
company directorship or management need to be properly and professionally
managed. These necessary administrative functions are sometimes used as a
measurement of capability by the attending professional consultant on the
project. Correct, clear and concise understanding can ensure a pathway to
recommendation for future and current projects.
d. Site Supervision: Interaction with the Site Foreman is essential in ensuring
that the information and skill requirements are thoroughly understood by all
role players in the transfer process. Stronger site supervision allows the
contractor’s management team a certain amount of independence and
autonomy, thereby creating opportunities
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Training and Development
SCI recognises that from a business perspective, construction needs a range of services
such as providing access to technology and to business development support services
such as venture capital. The technical training that is provided ensures that incubatees
are skilled enough to complete projects in the open market. The areas of training
include the transfer of skills in General Building skills, Electrical Engineering skills and
Civil Engineering Construction.
Outreach Program
The outreach programme is aimed at level 1 and 2 CIDB contractors. The programme
was introduced three years ago and has resulted in more than 8- contractors being
supported. The idea is to introduce an outreach programme in all branches of the Seda
Construction Incubator.
Centre of Excellence
There is a dedicated and committed team of staff who together make up the skills and
services of the Seda Construction Incubator (SCI). SCIs prides itself in the quality and
excellence of the Business Mentors, Business Development Managers and the training
offered. SCI is a well-resourced organisation which is managed by a Chief Executive
Officer and is accountable to its own Board of Trustees. The focus is on the following:
I.
II.
III.
IV.
V.
VI.

Women in construction
Youth in construction
Civil engineering contractors
General building contractors
Electrical engineering contractors
Mechanical engineering as well as specialised construction contractors
registered with the CIDB

5.1.2 The Innovation Hub (South Africa)
The Innovation Hub is Africa’s first internationally accredited science and technology
park. It is a subsidiary of the Gauteng Growth and Development Agency, an agency of
the Gauteng Department of Economic Development. The innovation hub covers
several key sectors including IT, Biosciences, Green Technologies and Industrials. The
organisation is home to 47 businesses. These are made up of fledgling companies who
utilise the innovation hub’s business incubator Program, including access to
complimentary Wi-Fi connectivity and mentorship, as well as businesses looking to
invest in commercial space to benefit by being part of a networked community of
peers. The innovation hub is behind the launch of ground-breaking initiatives
including the Gauteng Accelerator Programme, an initiative designed to build
entrepreneurial skills in the biosciences sector.
5.1.3 Timbali Technology Business Incubator
Timbali technology incubator in the Mpumalanga region of South Africa seeks to help
rural farmers whose livelihood has been undercut by high-volume large farms.
Supported by government financing and fee-based services, Timbali is largely based
on a franchise model. Its clients supply cut flowers to Amablom, Timbali's commercial
arm. Individual clients can begin generating revenue almost immediately. Timbali
helps clients both onsite and off, training them in business methods and helping find
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loans to get started. It helps clients expand into other product lines and value-added
food processing, and has plans to export its model into other parts of South Africa.
Timbali technology incubator was founded in 2003 in an effort to positively affect rural
farmers. The world “timbali” means not only flowers but “to blossom in siSwati, the
language of the region.
Timbali’s core values are ingrained in the incubator and apply to every executive board
member, staff, employees, incubating clients and pre-incubation hopefuls. Those
values are:







Being part of something special
Hard work with a sense of pride, self-reliance and ownership
Being a pioneer and not following others
Science based innovation
Honesty and integrity
Excellence in reputation

Timbali uses key performance indicators (KPI) to measure the success or failure of its
objectives. These indicators include the number of agribusinesses supported, how
many are black-owned or woman-owned agribusinesses, the number of new (preincubation) projects initiated, the total number of clients supported, how many jobs
have been created, how much growth has occurred in each sector and how many
clients are in the pipeline development (World, Bank, 2014)
6.1

Botswana

6.1.1 Gaborone Leather Incubator
This incubator was set up to strengthen the leather industry in Botswana. New
enterprises currently include upholstery, shoe manufacture and other leather products.
Gaborone Leather Incubator provides:










Courses for the leather sector available to anyone on:Design
Cutting
Stitching
Lasting and finishing
Shared facilities
Technology and business coaching
Two years incubation period
Materials bulk purchasing facility

6.1.2 Pilane Multi-sector Incubator
Pilane Multi-sector Incubator has attracted a broad range of local companies including
food processing, household chemicals manufacturing, etc. Pilane Multi-sector
Incubator provides;


Focus on food processing and manufacturing
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Subsidized rates
Two years incubation period
Technology and business coaching

6.1.3 Francistown Industrial Business Incubator
Francistown Light Industrial Business Incubator houses a wide range of businesses
which include manufacture of industrial products, among them steel works, furniture,
textile, packaging, etc. Francistown Industrial Business Incubator;







Focuses on mining related products such as nuts, bolts and other metal works
Other blocks to service textile (protective clothing), carpentry.
Subsidized rates
Materials bulk purchasing facility
Two years incubation period
Technology and business coaching

6.1.4 Glen Valley Horticulture Incubator
Glenvalley Horticulture Incubator which is based in Gaborone with the prime intention
of introducing innovative approaches to ensure increased horticulture production
through modern technologies and improved farming practices. This approach ensures
sustained transfer of technology and is targeted towards reduction of imports. This
incubator intends to grow high value, high demand crops under controlled
environment using treated waste water. Currently only tomatoes are grown in the
Glenvalley due to their off-season high demand. Production structures include tunnels
using passive ventilation, Green houses with controlled environment and shade net
with anti-virus, insect proof nets.
6.1.5 Botswana Innovation Hub
Established in 2006, The Botswana Innovation Hub is focused on key sectors including
ICT, bio-tech, energy and environment, as well as mining. The Hub came about as a
result of the realisation of the Botswana Excellence Strategy which had as its
foundation a national strategy for diversification of the country’s economy, job
creation and the pursuit of a knowledge-based economy. Several companies and
partners have registered with the Botswana Innovation Hub, including Southern
Mapping Company Botswana (Pty) Ltd., the University of Botswana, as well as a citizenowned startup company called Kaelekae, focused on the provision of mobile phonebased platforms for social networking and marketing. This Hub is run by a board of
directors.
7.1
Burundi
Burundi has an existing and functional national business incubator. Burundi Business
Incubator (BBIN) is the first business incubator in Burundi which promotes
entrepreneurship and the acquisition of business skills by new MSMEs and existing
businesses. BBIN provides pre-incubations services, incubations services and follow up
support to entrepreneurs that have passed through incubation. The BBIN also acts as
one-stop shop for business people and foreign travelers who need a safe, secure and
well equipment facility for business meetings, training or temporary working space.
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8.1
Kenya
There are many on-going public and private business incubation initiatives. Some of
the incubation centres and initiatives include the following:
8.1.1 The Kenya Kountry Business Incubator (KeKoBI)
Kekobi emanated from a grant by the World Bank Group’s Information for
Development Program (infoDev) in 2004 to establish institutional mechanisms for
supporting small enterprise development through ICT-enablement. This first infoDev
grant to plant the ‘seed’ of business incubation in Kenya came through a proposed
Jomo Kenyanta University of Agriculture and Technology (JKUAT)’s Centre for
Business Innovation (JKUAT-CBI), which evolved and culminated into the
establishment of a national umbrella institution with the objective of establishing
business incubators countrywide. The goal is to create healthy and wealthy businesses
in the community. The incubator strives to build local capacity in targeted business
communities (which includes university alumni/youth, women-owned businesses,
businesses owned by the disabled, and others), raising awareness and promoting the
appropriation of ICT by local entrepreneurs and small businesses, as tools to address
their short- and long-term development goals.
8.1.2 The Kenya Industrial Research and Development Institute (KIRDI) –
Technology Business Incubator
The KIRDI Board of Directors established the Technology Business Incubator in July
2006 with the aim of enhancing technology transfer and dissemination of the
institute's findings that have a national impact on economic development. Technology
incubation is a process that supports entrepreneurs and start up technology based
enterprises in the development, assimilation, absorption, and utilization of requisite
technology to accelerate their successful development. Alongside the provision of the
technical support, business development support is also provided. It brings together
all the necessary ingredients and environment for building the technological capability
of the technology receipt to facilitate the technology transfer.
8.1.3 Chandaria Business Innovation and Incubation Centre (CBIIC)
CBIIC was launched in July 2011 to help incline students’ mindset towards job creation.
The Chandaria BIIC Plaza is located near the main gate of Kenyatta University. In line
with Kenya Vision 2030, it is focused on supporting up to 100 students'
innovations/entrepreneurship ideas per year. It aims to blend academic research with
entrepreneurship training, predispose Kenyatta University students’ population and
Kenyans in general towards being job creators, promote Public Private Partnerships,
and provide a business incubator that can be replicated at national and international
levels.
8.1.4 NaiLab
NaiLab is a private ICT Business Incubation Laboratory based in Nairobi Kenya.
NaiLab offers comprehensive incubation service and an outreach service that provides
a simplified platform for innovators to be found by venture capitalists and business
angels and investors for African profit and non-profit corporations. In January 2013,
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the Kenya government partnered with NaiLab to launch a $1.6 million technology
incubation program in an effort to support’s growing information and
communications technology (ICT) start-up community. While Nailab has focused on
Nairobi-based start-ups, the technology incubation centre will use the new funds from
the Kenyan government to widen its reach and invest in Kenyan start-ups in major
towns and cities from across the country such as Mombasa, Kisumu, Nakuru, and
Eldoret.
9.1. TVET Institutes and Business Incubation
Most of the case studies featured here represent efforts to support business incubation
by private, non-profit organisations and other public/private partnerships. Most of the
cases feature incubators focusing on entrepreneurship and/or the development of the
expertise on business operations needed to start and run a business in multi-sectors,
ICT and agriculture value chain (value addition). In few cases was there a clear
connection between business incubation and TVET institutions. There are plans under
the GIZ/NEPAD programme to establish business incubators in selected TVET
institutions but none have materialized so far. The incubators under this programme
when they materialize will focus on agriculture value addition.
However, South Africa through the Small Enterprise Development Programme (SEDA)
is supporting the establishment of a number of business incubators at TVET colleges.
Examples include Orbit TVET College focusing on the Automotive industry; Motheo
TVET College focuses on an 18-month incubation model allowing student graduates
an entrepreneurial platform to commercialise their vocational skills and move them
from “job seekers to job creators” among others. South Africa also has four business
incubators focusing on construction though not necessarily linked to TVET institutions.
The table below provides a summary of the featured incubators in this study and their
sectors.

Table 5: List of Business Incubators in Southern Africa (Non-Exhaustive)
Name
Innovation hub
InCUBE8
Mhub
BeeBiz
Agribusiness Incubation Trust (AgBIT)
BongoHive
Harare Institute of Technology (HIT)
Impact Hub
Stimulus Hub
SEDA Construction Incubator
Innovation Hub South Africa

Country
Malawi
Malawi
Malawi
Malawi
Zambia
Zambia
Zimbabwe
Zimbabwe
Zimbabwe
South Africa
South Africa

Sector
ICT
Multi-sector
ICT
Multi-sector
Agriculture
ICT
Multi-Sector
ICT
ICT
Construction
IT, Biosciences and Green
Technologies

Timbali Technology Incubator
Gaborone Leather Incubator
Pilane Incubator

South Africa
Botswana
Botswana

Agribusiness
Leather
Multi-Sector
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Glen Valley Incubator
Botswana Innovation Hub
Burundi Business Incubator
Kenya Country Business Incubator
Kenya
Industrial
Research
Development Institute (KIRDI)
Chandaria Business Innovation
Incubation Centre (CBIIC)
NaiLab

Botswana
Burundi
Kenya
and Kenya

Horticulture
ICT, Bio-tech, energy and
environment
Multi-Sector
ICT
Multi-Sector

and Kenya

Multi-Sector

Kenya

ICT

10.1 Conclusion
The report presents 23 case studies (these are by no means exhaustive in the region)
featuring business incubators operating under contrasting settings and organizational
schemes. Small, Medium and Micro Enterprises play a critical role in stimulating longterm economic growth and creating jobs. Governments therefore must offer a range
of services to support entrepreneurship and innovation in SMMEs. Incubation
programmes are an important form of support to existing and aspiring SMME
entrepreneurs who get access to both basic services (e.g. physical space, infrastructure
and shared services) and advanced services e.g. networking opportunities, access to
specialized knowledge, and access to finance). Incubation programmes aim to improve
the early stage survival and long term growth prospects of SMMEs, to ensure that they
remain sustainable after graduating from the incubator support.

Business incubation is relatively new concept in Malawi. The few available are urban
based providing business development services and office space to local
entrepreneurs except BeeBiz which focuses on poor urban cities. Innovation hub and
Mhub are technology and innovation hubs. InCUBE8 on the other hand offers a range
of services to all entrepreneurs regardless of sector. The GIZ/NEPAP programme will
support 4 private technical colleges that offer agricultural courses to develop business
incubators. It is envisaged that apart from the general business services, the technical
colleges will also offer entrepreneurial training, technology transfer and linkages with
other services providers. The SMEDI business incubator on the other hand will focus
on value addition in agriculture. The proposed pilot incubation centres at three
TEVETA Community Skills Development Centres (one per region) are now called
production centers. They will offer space for trainees to produce products, have a retail
space for displaying and selling products and provide business advisory services.

There are several conclusions that can be drawn from this mapping of business
incubators in the region. First, business incubators need to attract the right kind of
people. Focusing on people who are ready now and need capital and some specific
knowledge to move things to the next level is the key. In addition to careful selection,
successful incubators include the provision of education, mentoring and related
support services, plus access to financing and wider networks. Incubators that have a
low-motivating environment that does not stimulate business startups are bound to
fail. Incubators that do not work are the ones that select a group of people or
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entrepreneurs and bring another group of experts to show them how to do things.
The incubator forces the startups to pivot to particular things that the entrepreneurs
may not be knowledgeable about. An incubator that works is one where the focus is
on finding the very best entrepreneurs, giving them lee way to figure things out and
have people in place to show the entrepreneurs specific technical things (e.g. finances,
human resources, marketing, etc.). In addition, successful incubators learn to fund
themselves as they mature. Successful incubators help their clients to manage the risks
associated with startups through a combination of technology, institutional and
networking strategies. One of the most important factors in the success of an
incubator is searching, motivating, and training the best possible team to run the
incubator. Experience has shown that dynamic and entrepreneurial managers are
crucial to set the course of the incubator while cautious, overly academic or
bureaucratic managers generally fail to produce high-impact initiatives. Lastly, but not
least, successful incubators have a powerful demonstration effect: previously untried
ventures become possible and positive energy for change becomes diffused.
Successful incubators have realistic goals and strong partners. Incubation is a new
concept in Malawi; their success will require a concerted effort and strong policy
support and a supportive environment from government in addition to financial and
in-kind contributions. The government role should be focused on creating technical
infrastructure, policy framework, and initial finance and to help business start-up
processes. Donors should focus on investing directly in the leadership development
of the incubator, including capacity building for high potential individuals, global
networking and knowledge building opportunities, and disseminating effective
strategies for recruiting and retaining talent in the incubator sector.
An incubator is rarely self-sufficient. In order to adequately support start-ups, the
incubator needs to develop partnerships with other key stakeholders. Some of the
services of the incubator will be outsourced to competent existing stakeholders, while
other competencies will be developed internally in the incubator. The arrangement
will allow the incubator services to be delivered by the most appropriate organisation
and leverage existing expertise, networks, and overheads while reducing duplication
of existing activities. For example, stakeholders from the private sector from specific
banks and entrepreneurs will be desirable for their expertise, networks and
understanding of small business development
In addition to the above, a range of qualitative and quantitative measures are required
to evaluate the performance related to both the internal performance and outcomes.
The core of the monitoring and evaluation system should be the assessment of
performance against key performance indicators and annually using these
organisational indicators as a basis for the development of KPI s for all staff. Key
performance indicators are in 4 key performance areas (KPAs): customers; financial;
human resources; and innovation.
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Small Enterprise Development Organisation of Malawi
Small and Medium Enterprises Development Institute
Skills and Technical Education Programme
Total Entrepreneurial Activity
Technical, Entrepreneurial and Vocational Education and Training
Technical, Entrepreneurial and Vocational Education and Training
Authority
Tripartite Labour Advisory Council
United Nations Educational, Scientific and Cultural Organization
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EXECUTIVE SUMMARY
Fostering a culture of entrepreneurship among Malawi’s young people is the key to
reducing high levels of unemployment. This insight prompted plans for the
development of pilot business incubators at Lilongwe and Soche Technical Colleges.
The initiative directly aims to address unemployment using entrepreneurship as a
vehicle for change, by cultivating a culture of entrepreneurship and nurturing an
entrepreneurial mind-set.
Objectives

The incubators will provide individuals with an entrepreneurial platform to
commercialize their vocational skills, especially in the construction sector, and will
enable them to develop from being ‘job seekers’ to becoming ‘job creators’. The
incubators will also promote and encourage an entrepreneurship culture while
providing the programme participants with the necessary skills, knowledge tools and
techniques to create growth-oriented micro, small and medium-sized enterprises
(MSMEs), thus contributing to economic growth and job creation, and reducing youth
unemployment. The initiative will also shift the minds of young people and encourage
them to embrace venture creation.
The incubators will aim at providing support to those enrolled in the programme for
a period of six months, after which they can register their businesses with the National
Construction Industry Council (NCIC) and should be capable of operating unassisted
in the open market. Besides entrepreneurship services, the incubators may provide
seed funding to participants through structured pitching sessions at which the
participants can apply.
Market Opportunity

Lilongwe and Blantyre (where Soche Technical College is located) were chosen as hosts
for the pilot incubators because they have the largest concentration of enterprises
involved in the construction sector. In addition, the proximity of the two pilot
incubators to the two large business centres in Malawi will provide easy access to
commercial activity, service providers (such as lawyers, consultants and accountants),
infrastructure, logistics, and a supportive and vibrant business community both public
and private. The need for level 2 and level 31 small enterprises to be near their markets
and the fact that the largest concentrated markets are in Blantyre and Lilongwe
provides the motivation for the incubators to be located in or near these two cities.
Recommended Incubator Format

Lilongwe and Soche Technical Colleges on their own might not have the capacity and
the resources necessary to support two narrowly focused incubators in the
construction industry. Despite a large concentration of manufacturing and
construction in the two cities, and commercial hubs where the two colleges are
1

Level 2 here means the incubation phase while level 3 mean the post-incubation phase of the programme.
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located, this might not be sufficient to generate the participants needed to make the
incubators viable. A solution is for graduates from construction-related courses at
other technical colleges (either public or private) to also be admitted to the incubators.
Additionally, the incubators will provide a tiered structure from pre-incubation (level
1) to incubation (level 2) and post-incubation (level 3).
Service Offering

The incubators will provide the participants with a comprehensive package of services
designed to position them for business growth. Such services include generation of a
feasible, viable business idea; market research; marketing; branding; product costing;
accounting; legal considerations; business plan development; business coaching and
networking; access to finance; access to technology; and other business development
services.
Incubator Facility

Significant components of the facilities will include a suite providing office space for
the incubator administration, and a conference or training room. The incubators will
not have a physical space for participants to rent like office space and workshops, but
they will initially use the technical, entrepreneurial and vocational education and
training (TEVET) institution workshops,2 machinery and equipment. As a medium or
long-term plan, the incubators may develop workshop space for construction
subsectors with growth potential. When participants come up with projects or business
ideas for generating income, the incubators will allow them to access the workshops,
machinery and equipment.
Governance and Management

The ownership and management of the incubators will be constructed so as to
enhance the perception of the initiative as a community asset as well as a business in
its own right. The incubators will be run as a public–private partnership. In this model,
government (which acts in the public interest), and the private sector (which has a
profit motive) work together to advance their interests, and jointly contribute to
growth.
The incubators will be organized and structured so they have reasonable autonomy,
and as far as possible avoid interference from the host TEVET institution and
government.
Each incubator will be governed by a steering committee composed of various
stakeholders, and an executive committee. The role of the steering committee is to
direct, manage and provide policy guidance to the incubator management. It is
intended to have a large membership, so it can only meet once or twice a year. The
The pilot incubator will initially use the TEVET institution workshops, machinery and equipment. Plans will be put
in place to construct a general workshop and buy some machinery and equipment specifically for the incubator.
Currently TEVET institutions in Malawi, including Lilongwe and Soche, have a serious shortage of machinery and
equipment. It will therefore be prudent to start by purchasing equipment and machinery.
2
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executive committee is a subsidiary structure of the steering committee and will
consist of a small group of stakeholders (provisionally four) drawn or elected from the
steering committee to provide strategic input to the incubators. The executive
committee will meet monthly to assess the progress made by the incubators and
recommend a future direction to the Manager/Chief Executive Officer (CEO). It will also
provide guidance and advice to the incubator management. Its role is not to run the
incubators or to play any operational part.
The incubators will be managed by a manager/CEO assisted by two specialists, one
responsible for training and the other managing business advisory services. There will
also be an administrator and a finance person as support staff. The incubator
management is answerable to the steering committee through the executive
committee.
The incubators will be hosted by the Lilongwe TEVET College and Soche Technical
College, and will enter into a long-term lease agreement for their premises.
Financial Feasibility

The assessment of the economic feasibility of the pilot incubators considers whether
they have the reasonable potential of reaching financial breakeven3 from operations
within a reasonable period of time. Incubators that require perpetual subsidies are at
great risk of failure. The feasibility has been assessed under two scenarios for financial
sustainability. The first of these assumes that the host technical colleges will provide
premises in the form of office space, training rooms and potentially workshop space,
and that the incubator will not pay any rent, but that the premises will need to be
renovated. Under this scenario, also called ‘low road’, the proposed incubators will
require perpetual subsidies from either government or donors.
Scenario 2 assumes the incubators will have to construct a building.P participants at
levels 2 and 3 will contribute US$100 per month for a period of 3 to 6 months
depending on their period of participation. Under scenario 2, it is assumed that the
incubators will get a grant to facilitate the building of infrastructure and purchase of
equipment. The incubators will also generate income by charging for some services
such as printing and photocopying. The aim is for the incubators to break even in a
year 1.
Five criteria were used in considering feasibility: demand and entrepreneurial capacity,
ready availability of stakeholders, the needs of the entrepreneurs, the opportunity to
leverage on existing initiatives, and the existence of business support services. Based
on assessment of these criteria, it was judged that piloting business incubators at the
two technical colleges in Lilongwe and Soche in Blantyre is feasible. In addition,
secondary data suggests that there is a large concentration of enterprises and
economic activity in both districts. The feasibility analysis using a cash flow projection
indicates that the incubators will be self-sustaining in year 1 if certain assumptions are
3

Breakeven is defined as the ability to cover operating costs.
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made. However, construction of new buildings could cost around US$100,000. If this
level of funding is not in sight, compromises may be inevitable if an early start is to be
made.
Malawian young people have some of the highest total early-stage entrepreneurial
activity (TEA) in sub-Saharan Africa. This applies to the period from 6 to 42 months
after start-up. However, these small businesses suffer from the highest failure rate in
Sub-Saharan Africa. More than 60 per cent of small entrepreneurs start their business
using only their savings as capital. At the same time, the success (still in operation) for
established businesses (in operation more than 42 months) is only 11 per cent, and 81
per cent of these business operations continue as sole entrepreneurs (NSO, 2000). This
suggests a number of things. First, many young people start their own businesses out
of necessity: that is, they have no other opportunity to earn a living. This has severe
implications for the type of business they start. Many businesses are underfunded, not
sustainable and vulnerable to shocks. Second, the established enterprises tend not to
grow and create jobs for others.
Both these issues suggest that incubator interventions will be beneficial for young
people in Malawi. They should enable them to set up better-founded businesses which
will have an impact across the construction sector and other services. This will
particularly benefit TEVET graduates, including females. Employment creation will be
the most direct and easily recognizable impact in the medium and long term. Social
and economic benefits should be created through job creation and the reduction of
unemployment levels, particularly among young people in Malawi.

Recommendations
1. Establish pilot incubators at Soche and Lilongwe Technical Colleges.
2. A project proposal, incorporating a four-year business plan, should be developed
using this report as the main input. The proposal should be prepared in a
participatory manner with key stakeholders.
3. Ensure a strong selection process for TEVET graduates enrolling in the incubator
activities. The aim should be to identify and cultivate innovative, growth-oriented
young entrepreneurs.4
4. Develop strong partnerships between the public and private sectors. Stakeholders
should include the Ministry of Trade and Industry, Small and Medium Scale
Enterprise Development Institute, TEVET Authority, Malawi Industrial Research and
Technology Development Centre and NCIC.
5. Adequate resources should be provided, including funding for staff salaries. The
staff should include a full-time high-calibre incubation manager, manager of
training and manager for business advisory services.

The proposed criteria include age, applicant goals, business experience, education or basic literacy and numeracy
skills, entrepreneurial characteristics, and having a business idea with the potential to grow and create jobs.
4
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6. Ensure that the managers, staff and service providers for the pilot incubators have
strong entrepreneurial experience and capacity, and preferably experience in the
construction industry.
7. Align incentives for staff members with desired outcomes and impacts.
8. Put in place a governance framework that allows management to operate the
incubators in a business-like manner. The suggestion is for there to be three
governance bodies serviced by the incubator staff:
 The steering committee will be the supreme decision-making body, and will
meet twice a year to provide general monitoring and set policy to guide the
day-to-day activities of the pilot incubators.
 The steering committee should delegate specific responsibilities to an
executive committee and an investment and finance committee. These should
meet more frequently than the full steering committee.
9. Establish strong linkage with microfinance and commercial banks who can provide
financial support to the participants.

The Way Forward
The pilot incubators should be established in two phases.




Phase 1 should include negotiating with relevant partners, setting up the
steering committee and its subsidiary committees (executive committee and
investment and finance committee), development of a proposal and business
plan, funds solicitation, renovation or building of the incubator space at
Lilongwe and Soche Technical Colleges, recruitment of key staff (phase 1), and
selection of the first cohort of participants.
Phase 2 should include procurement of equipment and machinery, collection
of baseline data and launching the incubators, and establishment of the
physical locations of each incubator. This phase also includes the recruitment
of support staff, planning and development of services, and advertising.
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1.

INTRODUCTION

1.1. The Country Background
The purpose of this study is to assess the feasibility of establishing two pilot incubators
at technical colleges in Malawi.
A growing adolescent population with low levels of skill and/or educational attainment
poses challenges for Malawi’s economic development and growth. The country’s
population is projected to increase from the current 18.1 million in 2018 to 26.5 million
by 2030 and to 43.2 million by 2050 (United Nations, 2015). The labour force is also
young and growing fast. The country’s adolescent population (ages 15–19) is
estimated to increase from about 1.9 million in 2015 to 2.9 million in 2030 and
4.2 million by 2050 (World Bank, 2016). An estimated 5.2 million young people aged
18–24 are expected to enter the labour market in 2040 (based on current fertility rates:
Malawi, 2014). Table 1 provides a snapshot of the key socio-economic indicators for
Malawi.
Table 1: Key socio-economic indicators, 2018
Total population

18,092,000

Population growth

2.9%

Population aged 15–24

3, 790,000

Population aged 14 years and younger

8, 010,000

Rural population as % of total population

84

Source: UNICEF (2018).

In Malawi, economic growth is not creating enough jobs to absorb the new entrants
into the labour market, leaving a large number of people unemployed, especially
young people.
The high unemployment rate has been coupled with a technical, entrepreneurship and
vocational education and training (TEVET) system that for a long period of time has
prepared graduates for waged employment, but not for employment creation and
entrepreneurship. These issues have contributed to the worsening problem of youth
unemployment and poverty in Malawi.
For the majority of young people in Malawi, the opportunity of finding employment in
the formal sector is very limited or non-existent. Hence, the best chance for young
people to improve their livelihood is often through entrepreneurship and selfemployment. In order to address the problem of youth unemployment, more effort is
required to stimulate entrepreneurship and business initiatives which will eventually
produce a change of mind-set regarding jobs and employment creation. This is the
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current vision of the Malawi Government and other initiatives such as the Skills and
Technical Education Programme (STEP).
Apart from working on the strengthening of entrepreneurship training, STEP is also
tasked to explore and strengthen new approaches for stimulating entrepreneurship
among young people and women, and to analyse alternative models for support to
entrepreneurship and employment, such as business incubators.
The proposed pilot incubators will be based in Lilongwe (at Lilongwe Technical
College) and Blantyre (at Soche Technical College). The rationale for this selection is
that the largest concentration of enterprises in the construction sector is found in
these two cities. The two cities provide easy access to commercial activity, service
providers, infrastructure and logistics. Lilongwe, the largest city in Malawi and its
administrative centre, became the capital in 1975. Lilongwe is situated at the centre of
a large agricultural area, and there are many economic activities in the city. Lilongwe’s
major industry is tobacco processing. The civil service employs about 11 per cent of
the city’s work force. The private sector employs about 23 per cent, while 2% are
employed by NGOs, 36 per cent are self-employed and the rest are farmers (29%)
(NSO, 2009). Although data is limited, the informal sector accounts (self-employed)
accounts for a significant proposition of the labour force (NSO, 2000).
In Blantyre, the employment structure as follows: 24 percent of the labour force are
employed by the private sector, 9 percent by the public sector, 3 percent by NGOs, 31
percent are self-employed while 32 percent are farmers (NSO, 2009). In terms of
sectoral employment: 5 percent are employed in manufacturing; 2% employed in
electricity and water; 4 % employed in construction; 29% in wholesale and retail,
marketing/hotel and restaurant; 5 % are employed in transport and communication; 4
% are employed in finance and business, and 19 % are employed in social and
community services (NSO, 2009)
Although Blantyre is often referred to as Malawi’s commercial capital, a Business
Information Register Report by the National Statistical Office (NSO, 2016) has shown
that Lilongwe leads the country’s cities in both the number of businesses and job
creation. Lilongwe city has at least 27 per cent of all businesses in Malawi and accounts
for about 50 per cent of employment. Blantyre city has the second largest share of
businesses, almost 20 per cent, and on average about 21 per cent of employees. The
wholesale and retail trade, according to the report, is the leading business sector in
Malawi, with at least 45 per cent of businesses, followed by manufacturing at 14 per
cent, with the hospitality sector (comprising hotels, bars and restaurants) making up
almost 12 per cent of businesses (NSO, 2000).
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1.2. Sector and employment trends
The construction sector,5 utilities and mining and quarrying contribute less than 1 per
cent each to the number of businesses in Malawi. The distribution of employment by
sector shows that public administration is the leading sector, with over a quarter of
total employees, followed by manufacturing and the wholesale and retail trade sector,
with almost 15 per cent of total employees for each of the sectors. Mining and
quarrying has the lowest number of employees, slightly over 800 in total.
One of the most visible consequences of youth unemployment in Malawi is the
substantial increase in informal activities or street vending. The NSO (2000) indicates
that almost 90 per cent of the people involved in commerce and trade, which includes
informal activities and vending, are young. The majority of these are generally
underemployed.6 The increased proportion of micro and small enterprises (MSEs)
engaged in trade (mainly small-scale vending) may also be an indirect result of the
structural adjustment process.7 However, several studies in Malawi have shown that
increasing income from tobacco production has led to an increased demand for traded
goods, and that rural trading activities have grown at a much higher rate around
tobacco-producing areas. Furthermore, since starting a vending business requires little
or no training and capital, it may be a natural survival strategy for persons who have
no other realistic opportunity of employment.

1.3. The MSME sector in Malawi
The findings by the comprehensive 2012 FinScope MSME survey for Malawi (Finmark
Trust, 2013) indicated that 59 percent of small businesses are run by individual
entrepreneurs while the remaining 41 percent generate employment to a total of
1,050,320 people, which attests to the pivotal role of MSMEs in the domestic economy.
Of those businesses that generate employment, the large majority 81% are micro
enterprises employing 1-4 people, 17 percent are small businesses employing 5-20
employees while 2 percent employ more than 21 people. The contribution8 of small
and medium-scale businesses to socio-economic growth and development of nations
takes many forms,9 including boosting public revenue collection through various
forms of taxation, provision of goods and services to the general public, and most
5

The Gemini survey indicated that MSEs in the construction sector employed 18,964 people (NSO, 2000).
Underemployment means not having full employment, not having enough paid work to earn sufficient to cover
living costs, or doing work that does not make full use of a person’s skills and abilities, considering their education
level and work experience.
7 Structural adjustment is the name given to a set of free market economic policy reforms imposed on developing
countries by the World Bank and the International Monetary Fund (IMF) as a condition for the receipt of a loan.
8 According to the Gemini Survey (NSO, 2000), MSEs employ about 1.7 million people (including owners, paid and
unpaid employees), amounting to 38 per cent of total working age population. Women comprise 42 per cent of
this employment. The same study also found that the MSE sector involves and provides additional incomes to about
26 per cent of households. At the macro level, the MSE sector generates annual profits worth US$281 million,
equivalent to 15.6 per cent of the country’s gross domestic product (GDP) at 2000 prices. The primary production
sectors offer high employment creation and income potential. Other than forestry, they offer good opportunities
for increasing MSE-based employment.
9 See footnote 11.
6
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importantly, poverty alleviation through the creation of employment and economic
empowerment of citizens.10 Similar to the general international trend, the private
sector the private sector is dominated by the MSMEs.11
The 2013 FinScope MSME survey (Finmark Trust, 2013), which represents the single
most comprehensive study of the MSME sector in recent years, also showed that 44 per
cent of small-scale businesses are linked in some way to the agricultural sector. The
study found that 6,475 MSMEs were involved in the construction sector.
Figure 1: Distribution of MSMEs by sector

12%

4%

44%

40%

Agriculture

Wholesale and retail

Manufacturing

Services

Source: Finmark Trust (2013).

One thing of concern to policy-makers and the economy is that most MSMEs are driven
by necessity. Owners venture into business just to supplement farm income, not as a
result of responding to opportunities in the economic environment or with a strategy
to see their businesses grow into sustainable ventures. As a result, most businesses are
seasonal and tend to start up and then be ended any time there is a need or a shortfall
from agricultural income. Most micro and small business owners abandon their
businesses and go into formal employment whenever that opportunity is available.
Rather than going into businesses as a temporary measure while waiting for an
employment opportunity, there is a need to change the mind-sets of business owners
so that they see starting up and growing a business as the ultimate goal, and formal
employment as temporary.

10

See, for example, Pauline Peter’s longitudinal studies on household farm and off farm production dynamics and
commercialization process; Steven Devereau’s work on rural livelihoods and the role of MSEs in coping strategies of the poor;
and Sheena Orr’s analysis of urban and rural MSEs within the context of the household, gender dynamics and their effects on MSE
development and the problems and services available to the sector.
11
According to the MSME Policy Strategy for Malawi, micro enterprises are those with 1 to 4 employees; small enterprises are
those with 5 to 20 employees, medium enterprises are those with 21 to 100 employees, while large are those with more than 100
employees.
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Undoubtedly, these trends must be addressed by state institutions and agencies
involved in championing the growth and vibrancy of the Malawian private sector.
Malawian young people have some of the highest total early-stage entrepreneurial
activity (TEA, applying to the first 6–42 months after business start-up) in Sub-Saharan
Africa; however, these businesses suffer from the highest failure rate in the region
(ADB, 2016). More than 60 per cent start their business using their savings, with no
external capital. At the same time, the survival rate12 for established businesses (in
action for more than 42 months) is only 11 per cent, and 8 per cent of these continue
to be run by sole entrepreneurs (NSO, 2000).
This suggests a number of things. First, it implies that many young people start-up
businesses out of necessity (they have no other possibility of earning a living). This has
severe implications for the types of business they start. Their businesses are not
sustainable and are vulnerable to shocks. Second, even the enterprises that become
established do not create a significant number of jobs. These data are relevant for
understanding the situation of MSME and young people in the two selected locations,
and the role business incubators can play in supporting youth entrepreneurship.
Business incubation can be used as a model for the creation of self-employment
opportunities by imparting training in entrepreneurship to unemployed young people
and those graduating from TEVET. The proposed incubators envisage that graduates
from TEVET could be transformed into budding entrepreneurs in just six months.
The incubators will provide an opportunity for young people to acquire skills in basic
technical trades, and gain exposure to all areas of business operation, such as business
skill development, identification of appropriate technology, hands-on experience on
working projects, project/product selection, guidance on spotting opportunities,
commercial aspects of businesses, and so on. The trained, budding entrepreneurs will
be given support in obtaining credit for setting up MSEs through a tie-up with financial
institutions. It is assumed that creation of more MSEs will lead to more employment
opportunities for others, especially the young, as the companies managed by young
people graduating from the pilot incubators are expected to have sufficient growth
potential to create jobs for others.

12

The survival rate refers to that a business surving after 42 months (about three and half years
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2.

INCUBATOR FEASIBILITY ANALYSIS METHODOLOGY

2.1. Literature Review
The literature review included background information and statistics on TEVET and
MSMEs. The literature was drawn from a range of sources, such as studies on MSMEs
in Malawi government documents, World Bank documents, International Labour
Organization (ILO) reports, grey (unpublished) literature from government sources,
NGO reports, evaluation reports and other literature found on the internet.

2.2. Interviews
In addition to the secondary data review, the consultant also carried out a series of
interviews with stakeholders to gather their views and gauge the potential level of
support for the establishment of business incubators. This included key informant
interviews (KII) and focus group interviews (FGI).
The KIIs were conducted with representatives from Sochi Technical College, Lilongwe
Technical College, the Employers Consultative Council of Malawi, the National
Construction Industry Council of Malawi (NCIC), the Small and Medium Enterprise
Development Institute (SMEDI), the Malawi Confederation of Chambers of Commerce
and Industry (MCCCI), Malawi Congress of Trade Unions, Stephanos Vocational
Training School, Don Bosco Youth Technical Institute, the ATVET project (Agriculture
Technical Vocational Education and Training in Africa through NEPAD/CAADP, and the
Jobs for the Youth Project. Focus group discussions included students from Soche
Technical College, Lilongwe Technical College, Stephanos Vocational Training Centre
and Don Bosco Youth Technical Institute. A list of those interviewed is attached as
Annex 1.
A summary of the key organisations from which interviewees came is provided in
Annex 2. The FGIs were conducted with a few selected students from Soche and
Lilongwe Technical College. Two focus group discussions were conducted (one per
college) and included both male and female students.

2.3. Literature Review and Analysis of Secondary Data
As part of the demand assessment for the pilot incubators at the two technical colleges
(Soche and Lilongwe), the study alsoincluded literature review and analysis of
secondary data. There were two reasons for looking at literature review and secondary
data. The first was to see if they were consistent with the conclusion based on the
stakeholder analysis; the second was to check that there would be sufficient young
people who might attend the pilot incubators, drawn from both the two TEVET
institutions hosting the pilot incubators and the TEVET sector in general in Malawi.
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2.4

The Feasibility Assessment

The feasibility of an incubator programme hinges on identifying:




where and in what ways the entrepreneurial process is not currently operating
effectively to deliver the desired outcomes
what approaches could address these elements of the process
whether a model can be developed in which the necessary resources can be
accessed to deliver the desired outcomes at a sufficient scale.

2.4.1 Establishment of the assessment criteria
The first step in the feasibility assessment was to select the technical colleges that
would host the pilot business incubators. Initial discussions with the project staff and
other stakeholders indicated that the pilot business incubators should be based in
districts with relatively high levels of economic activity, and close to industrial bases.
It was from these discussions that Soche Technical College, which is based in the
commercial district of Blantyre, and Lilongwe Technical College, based in Lilongwe,
were chosen.
Second, the feasibility study used a criterion-based methodology to assess the
potential colleges. A starting point was to identify a set of criteria that would
determine the suitability of each college for hosting an incubator. This included a
quantitative analysis (see Table 2).
Third, the feasibility study used a financial self-sustainability criterion. Two types of
funding will be required: development funding, to establish the incubator, and funding
to cover the costs of operation once it is established. The focus here was on
operational funding (assuming that development funding could be obtained). The aim
was to assess whether an incubator could stabilize financially and continue operations
without needing significant subsidy beyond its start-up phase.
The incubator feasibility model is based on the premise that a business incubator must
be able to become self-sustaining.13 It was felt that developing an incubator that is
dependent on continual subsidies would be a recipe for disaster.

“‘Self-sustaining’ means the incubators can cover their operating expenses from reliable sources of revenue,
including but not necessarily limited to fees and services.
13
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Table 2: Criteria for assessing the potential of a pilot business incubator
Criterion

Explanation

Demand assessment and Will the incubator have a sufficient number of
entrepreneurial capacity
participants willing to join the incubator programme,
or is there evidence of a market for potential
participants?
Clear, ready, stakeholders

The
needs
entrepreneurs
Leveraging
Initiatives

on

of

Are there strong stakeholders, who are ready and able
to support the incubator? This includes the existence
of a willing champion.

the Does the incubator appreciate the importance of
understanding the critical needs of the potential
participants?

existing Are there existing initiatives that can be leveraged to
support the proposed initiative?

The existence of business Are there existing business assistance resources that
support services
can support the participants, or is there evidence of
entrepreneurs having unmet business assistance
needs?
This includes an assessment of organisations supplying
comparable entrepreneurship or business support
services to what the proposed incubators will be
offering
Source: Developed by the author.
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3. FEASIBILITY ANALYSIS
Box 1: Definition of an incubator
An incubator is defined as a facility, service and programmes that collectively provide
a supportive environment for business start-ups and small businesses to grow and
prosper.

3.1. Demand Assessment and Entrepreneurial Capacity
3.1.1. Which aspects to consider
Incubation is not purely a mechanical process; it takes place within a community
comprising real people whose support and participation is extremely important.
Therefore, demand is one of the elements discussed in this report that must be
considered in assessing the feasibility of incubation programmes. This will also assist
in determining the appropriate scale of any programme that will be implemented.
Evidence of an adequate market of potential participants is a critical component to the
feasibility study. There must be an adequate pool of individuals who might use the
incubator programmes and services.
‘Demand’ essentially consists of the following key elements:



Are there a sufficient number of qualified individuals to support the
establishment of a business incubator programme?
Do they have unmet needs that an incubator could satisfy in an effective and
financially efficient manner?

The analysis included both primary (interviews) and secondary research to answer the
following critical questions regarding demand:
1.
2.
3.
4.
5.

Who will be the participants in the programme?
Where will they come from?
What do they want?
How many of them are out there?
To what extent can the demand be stimulated?
6. Which subsectors should they be recruited from?
3.1.2. Size and shape of TEVET provision
The TEVET system in Malawi consists of:





programmes delivered by the Technical, Entrepreneurial and Vocational
Education and Training Authority (TEVETA) as four-year pre-employment
apprenticeship training for those with secondary schooling
a skills development initiative
a small-enterprise informal-sector skills training programme
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skills training programmes delivered by TEVET providers controlled by other
ministries (including sector-specific institutions), NGOs and church-based
schools.

The training in the formal system is mainly limited to traditional trades, including
carpentry and joinery, bricklaying, plumbing, electrical installation, fabrication and
welding, tailoring and fashion design, and general fitting (TEVETA, 2014).
In order to address the question of whether there are sufficient numbers of potential
participants to support the establishment of the incubators, it is important to
understand the current status of the TEVET sector in Malawi.
According to the World Bank (2010), the TEVET system in Malawi had until recently
been seriously compromised by lack of investment. This has led to poor performance
in terms of poor quality and relevance of training, poorly equipped workshops14 and
underqualified instructors.
Firstly, there is only limited information available about the number of students
enrolled in the technical colleges. A study conducted by UNESCO (2013) reported an
enrolment of 4,164 in 2010 in the public TEVET institutions. According to the Ministry
of Education, Science and Technology (MoEST) (Malawi, 2012)15, in 2011 the total
enrolment in both private and public TEVET institutions (including regular and parallel
students)16 was 8,386.17
In comparison with other Southern Africa countries, the figures are low: they equate
to 10 students per 100,000 of Secondary School students while the Southern Africa
Development Community (SADC) region averages 551 per 100,000 (ADB, 2016). The
very low enrolment figure is partly because of a lack of training opportunities, and
partly a consequence of bad image (ADB, 2016).
The first reason for the low numbers is poor access. Potential students must possess a
minimum qualification of the Malawi Secondary Certificate of Education (MSCE), which
excludes a large number of young people who have not completed secondary
education. In other words, the current formal TEVET system concentrates on those with
middle or secondary schooling. Secondly, this forces school dropouts to find training
opportunities in non-formal programmes delivered by non-governmental
organisations (NGOs), TEVETA and other line ministries, or in the private training
market, which can involve high costs (World Bank, 2010).

14

For example, in one of the colleges visited there is one machine for forty students pursuing a course in tailoring
and design.
15 The publication was produced in 2013 but only includes data up to 2011
16 These are students which are admitted into the TEVET institutions but are not under government scholarships
and they have to pay for the full cost of their education.
17 Regular students pay subsidized fees and are funded by government while parallel students pay the full cost of
their education. Total enrolment in 2007 in both regular and parallel courses was 4,807 (Malawi, 2008; World Bank,
2010)
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The completion rate of 22 per cent (GoM, 2013)18 is very low, and indicates that serious
issues are compromising the ability of TEVET institutions to produce both the quality
and the numbers of graduates required by the economy. This could provide a
challenge the proposed pilot potential incubators, which will require a sustainable
number of graduates from the two host TEVET institutions.
Access to TEVET at the post-secondary level is very limited. Currently there are 55
registered TEVET providers. Of these TEVET Authority subsidizes training in twentythree institutions19 (five government-run colleges, three grant-aided colleges and
fifteen private institutions). Only 3 per cent of secondary school graduates go on to
study at these TEVET institutions.
In terms of gender, female students are particularly disadvantaged in both formal and
informal TEVET training, and more girls than boys drop out of primary and secondary
school with poor literacy and numeracy skills. Girls make up about 27–30 per cent of
the total enrolment for TEVET courses (GoM, 2013). The reasons for this low proportion
include a lack of awareness among young women about career options to which TEVET
could lead, limited boarding space at TVET colleges, and lack of consideration by
students, parents and institutions themselves that TEVET that could be attractive to
women.
3.1.3. Employment status of TEVET graduates
Data on the employment status of TEVET graduates is scanty and limited. A tracer
study carried out by TEVETA in 2014 found that 61 per cent of graduates from TEVET
were in waged employment, 21 per cent were self-employed and the remainder (18
per cent) were unemployed.
This study provides a snapshot of the employment and self-employment choices
among TEVET graduates. The study clearly indicates that the majority of graduates
seek waged employment after the completion of their studies, whereas fewer choose
to be self-employed. This further justifies the need for promoting entrepreneurship
and self-employment among TEVET graduates. The creation of business incubators is
one of the methods that can be used to promote entrepreneurship (TEVETA, 2014).
The study also showed that the majority of self-employed graduates (45 per cent) were
in the construction sector.20 This can be attributed to the fact that the traditional TEVET
courses in Malawi are in bricklaying, carpentry and joinery. Therefore, focusing on this
sector in terms of promoting self-employment and entrepreneurship is a viable option.
The TEVET institutions should provide a reasonable pipeline of graduates for each of

18

Government of the Republic of Malawi, National Educational Policy (NEP), 2013
Tracer Study Report: Malawi 2014 Formal Technical Education, Entrepreneurial and Vocational Education and
Training (TEVET) graduates
20 Overall the study showed that 81 per cent of the self-employed graduates managed to start their own business
within six months after graduation. The fact that the majority of these graduates are able to start their own
enterprises within a short period of time is very encouraging. This also further shows that the entrepreneurial spirit
among graduates is high, but it needs to be strengthened.
19
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the two incubators. This, however, assumes that only graduates who are self-employed
will be interested in participating in the incubation process.
Those who seek employment have the potential to start their own businesses if given
the right information and assistance. In addition, graduates who are unemployed after
completing their TEVET course can be encouraged to start their own businesses. If
these groups are also targeted, the number of potential candidates for enrolment
increases. This also shows that there is room to stimulate the demand for
entrepreneurship training.21
A study by the World Bank (2009) called Skills for the Private Sector Development
showed that the country was facing a serious shortage of skilled labour. Skills
shortages were identified in mechanics, plumbing, refrigeration, painting, decoration,
electricity and welding among other areas. The study surveyed eleven subsectors of
the economy, and found that there was demand for ‘hard skills’ relating to
construction and artisans in eight of the eleven subsectors (73 per cent).
3.1.4. Skills gaps in the construction sector
TEVET institutions in Malawi have tended to only target or put emphasis on a handful
of traditional trades, such as bricklaying, carpentry, plumbing, electrical installation,
painting and decoration, and welding and fabrication. Although there is a need to
expand the numbers qualified for these trades, there is also need to focus on nontraditional (minor) trades such as steel fixing, tiling, waterproofing, aluminium fitting,
gypsum (POP) ceiling plaster experts, wall paper fitters, and precast culvert pipes
makers and fitters, among others.
There is a glaring skills gap in these ‘small’ trades, and although firm data is not
available, it seems clear that if the pilot incubators focus on these trades, it will go a
long way to reduce the shortages.

3.2. Committed and Ready Stakeholders
The second criterion addresses the willingness of stakeholders to work with the
incubators.
As noted in the Gemini MSE Baseline Survey (NSO, 2000), around 97 per cent of MSEs
fail within the first five years of operation, with the bulk of these being in commerce,
trade and hotels (67 per cent) and manufacturing (27 per cent). The early-stage failures
are largely owing to a combination of poor business strategy and lack of access to
finance (Finmark Trust, 2013). Both aspects can be addressed by a business incubator.
The tracer study carried out by TEVETA (2014) revealed that 96 per cent of the TEVETA
graduates who had started businesses employed between one and nine people. This
is an indicator that most enterprises started by TEVET graduates remain small, but have

21

Based on data from TEVETA (2014).
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the potential to create employment for others if given the necessary support –
something that currently is not available.
The role and support of stakeholders is a critical factor in successfully establishing and
operating an incubator. Key stakeholders might act as partners, providers of linkages,
and networks or can act as direct service providers. This types of support add to the
chances of an incubator becoming a success. It has been shown that incubators have
a stronger standing if they are supported by partnerships which include both the
public and private sectors.
All the potential stakeholders interviewed expressed the view that the establishment
of an incubation programme would be a positive step for Malawi. The stakeholders
also expressed their willingness to support the incubators.
Stakeholder contributions and network support are important assets for the group of
participants who have developed their business ideas, and are in the process of
starting up their business or are already established. For example, TEVETA expressed
the willingness to link participants with a financial institution so that they can access
funding. TEVETA has an arrangement with a local bank, Opportunity International Bank
(OIBM), which provides soft loans to those starting up enterprises.
Other private-sector stakeholders also expressed a willingness to leverage inputs,
including finance and other types of support such as technical expertise and access to
facilities.
The support from associations will help start-ups, provide synergies and help
entrepreneurs to promote their products. Such connections help people to make
valuable connections, and accelerate their business’s growth through expanding their
network.
Support from government bodies and agencies will enable the graduates to access a
wide range of services that promote innovation and entrepreneurship. Links with these
bodies provide information, sources of knowledge and access to apply for such
benefits.
The willingness of stakeholders to support the incubators not only provides a strong
endorsement of the idea of creating a business incubation programme, but also opens
up a number of opportunities for the creation of an initiative that is widely embedded
in the community.

3.3. Assessing the Needs of the Entrepreneurs
This criterion addresses the needs of graduates if they are to start their own businesses.
A rapid assessment of the needs of students was conducted using focus group
discussion. This was supplemented by the review of secondary data. The assessment
and the review were intended to ensure that the future incubator programme
responds to beneficiary needs and interests.
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The focus group discussions and literature review identified a range of issues that
affect MSEs in Malawi, including:


lack of available finance



bureaucracy and administration in setting up the business



understanding legal requirements, such as business licences and
registration



access to basic equipment



lack of support and advice on business management and basic business
planning



lack of planned marketing and assistance in market development.

The findings from the focus group discussions are similar to the findings of other
studies in Malawi (Finmark Trust, 2013; NSO, 2000). All studies identified access to
finance as the critical challenge facing MSMEs. The Gemini Survey (NSO, 2000)
identified three main constraints facing businesses at start-up: access to finance,
marketing problems and input problems.
According to the FinScope survey of MSMEs (Finmark Trust, 2013), the majority of
MSMEs are financially excluded. In other words they do not use any financial products
or services. Moreover, businesses with a sole worker are most likely to be financially
excluded (66 per cent), followed by micro-enterprises with more than one employee22.
The low levels of access to and usage of financial products and services indicate that
the current range of products offered by financial service providers does not
adequately address the needs of MSMEs.

3.4. The Existence of Business Support Services
An incubation facility is an economic development tool for a particular community or
group of people, and must be organized around the needs, characteristics and support
available locally. It is often not easy for an incubator to provide all the services that its
participants need. As a result, it will be important for the pilot incubators to network
with other service providers, so these can complement the services provided in-house.
Equally importantly, an incubator must have the support of government, as well as
other key players in enterprise development.
This criterion addresses the ability and willingness of existing business support service
providers to work with the incubators to meet the needs of entrepreneurs.
Table 3 outlines services offered by various bodies in Malawi, and shows that majority
of the providers offer credit and/or training services. Note especially the Small and
Medium Enterprises Development Institute (SMEDI), Malawi Bureau of Standards,
Malawi Industrial and Technology Development Centre and Malawi Investment and
22

Finmark. 2013. FinScope survey of MSMEs
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Promotion Centre, which offer business advisory services, business information,
technology transfer, marketing, product development, investment and trade
information.
Table 3: MSE support institutions
Name

Service

Nature
institution

SMEDI

Business
advisory, Public
training,
business
information

Pride Africa

Credit

NGO

Foundation
for
International Credit
Community Assistance (FINCA)

NGO

of

National Association of Business Group loans, training, NGO
Women
group marketing
National Association of, Small and Group loans, training, NGO
Medium-Scale Enterprises (NASME)
group marketing
Malawi Bureau of Standards

Standardization,
Public
quality assurance and
technical services

Malawi Investment and Promotion Marketing
and Public
Centre
product development,
Investment and trade
information,
trade
fairs etc.
Malawi Industrial Research and Technology transfer Public
Technology Development Centre
and
industrial
research
Malawi Confederation of Chambers Trade
of Commerce and Industry
business
services
TEVETA
Malawi
Fund

promotion, Association
advisory

Training
Enterprise

Development Credit, training

Public
Public

Source: Compiled by the author.
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Although there are a number of MSME service providers, their outreach is currently
low, hence the huge unmet demand in terms of access to credit, training and other
requirements. In addition, the MSME sector relies heavily on informal training for skills,
with access to training remaining particularly low for women.
An analysis in the Gemini Survey of the support services used by MSMEs (NSO, 2000)
showed that 94 per cent of all MSMEs did not receive any support. It also showed that
only 6 per cent of those who had had a large increase in their business had had
support, while over 10 per cent of those who had had a large decrease had not
received support or training. The Finmark Trust, (2013) indicated that the majority of
the small business owners (62%) are not aware of MSME support and a large
proportion of business owners (48%) claimed to have to support network. The
remaining (52%) of the business owners receive support mainly from church/religious
groups, women’s groups, trade unions and business organisations. The latest data
shows that only 18% of Malawians had some interaction with the credit market while
only 12 percent received a loan (NSO, 2017). The same report NSO, (2017) also showed
that 38 percent of the people received loans from Village Banks while 30% get their
loans from neighbours and relatives. This raises the question of the value of support,
and consequently raises concerns about the type and relevance of the support that is
being provided by programmes targeting MSMEs.
Three lessons can be learned from the analysis. First, the current set of providers offer
mostly similar and limited services to entrepreneurs. Second, the proposed incubators
should supplement these services by developing a customized list of services that will
meet the needs and demands of participants. Third, there appears to be a relatively
low level of utilization of the existing non-profit and public business support services
in the country. Lastly, the current non-profit and public service providers are
apparently not able to meet the needs and expectations of local entrepreneurs, in
terms of both the breadth and quality of their services.
These conclusions have several implications for the feasibility of the proposed pilot
incubators:






In general, there is evidence of unmet need for business development support
services that the potential business incubators might satisfy.
The pilot incubators must collaborate with other business service providers, and
must offer referrals and guidance for the use of other business service
providers.
There appears to be a need for an entity that can serve as an intermediary
between young entrepreneurs and business service providers.
There is an opportunity for proposed pilot incubators to meet the needs of
TEVET graduates and other entrepreneurs for business development services to
a higher extent that the present service providers, and thereby increase the
satisfaction of entrepreneurs.
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Unmet needs for business development support services can be met by the
incubators, either directly or in collaboration with other business service
providers.
The incubators could act as a bridge between their clients and credible business
service providers, although they would need to assess the quality of services
before making referrals.

The incubators may also play a role in helping service providers do a better job in
meeting the needs of young entrepreneurs, or in referring entrepreneurs to credible
service providers delivering high-quality services.

3.5. Leveraging on Existing Initiatives
The incubation support initiative is particularly aligned with the vision in the Malawi
National Youth Policy (Malawi, 2013a) of educated, healthy, well trained, cultured,
vibrant and productive young people, including their economic empowerment.
The incubator initiative will ensure that young women and men are successfully
integrated into the economy through their engagement in MSMEs. This again will
contribute to the improvement of Malawi’s competitiveness, raise household income,
reduce poverty and create a favourable condition for investment and inclusive growth.
The STEP initiative which aims at establishing pilot business incubators will build other
projects such as:





the Higher Education, Science and Technology (HEST) project
Competitiveness and Job Creation Project and Agriculture Infrastructure and
Youth in Agribusiness Project
The Jobs for Youth project
Small and Medium Scale Enterprises Development Institute (SMEDI) based in
Mponela, Dowa, District.
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Table 4 Overview of key learning points from selected projects
Organization
SMEDI

Learning points









Global
Apprenticeship
Network (GAN)





With funding from the Indian Government, is planning to
establish a business incubator in Mponela focusing on value
chains.
The incubation centres will provide business advice
(business support services) to clients who want to start a
business.
Equipment will be imported from India and set up at
workshops at SMEDI.
Trainers from India will come for about three months to
train local instructors on the equipment and various
production processes under the India–Africa Trade
Partnership Project.
The development support will involve training managers on
how to establish links with industry, and establish a selffunding model.
A coalition of committed companies, international
organisations and business and employers’ federations that
create work-readiness programmes for young people and
foster skills for business.
The goal is to encourage and link business initiatives and
employment opportunities for young people, notably
through work-readiness programmes or work-based
training.
The Employers Consultative Association of Malawi (ECAM)
is coordinating GAN in Malawi, and will ensure that young
people are given a chance to develop needed skills to
match labour force requirements.

Several other donors have projects targeting young people. These include the
European Union, World Bank, Peoples Republic of China, the German development
agency GIZ, the ILO, Japanese International Cooperation Agency (JICA) and UNESCO.
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4. THE BUSINESS INCUBATORS
4.1. The Goal of the Incubators
The goal of the incubators will be to provide TEVET graduates with an entrepreneurial
platform that will enable them to commercialize their vocational skills, especially in
the construction sector, and support their transition from ‘job seekers’ to becoming
‘job creators’.23 The incubators will strengthen the capacity of TEVET graduates to
engage in entrepreneurial activities and start their own businesses.
The incubators will also promote and encourage an entrepreneurship culture, while
providing the participants with the necessary tools and techniques to create growthoriented MSMEs. This is expected to contribute to economic growth, job creation and
reducing youth unemployment. It is envisaged that the initiative will shift the minds of
TEVET graduates so that they embrace self-employment as a viable option.
The incubators will aim at providing support to the selected individuals for a period of
six months. This should enable them to register their businesses with NCIC and the
registrar of companies. They should also then be capable of operating their business
unassisted in the open market.

4.2. Review of Incubator Concepts and Models
There are many different classifications of incubators. Classification is based on a
number of features such as objectives, location, formation, model, the source of
finance or combinations of the above.
Some researchers have classified incubators into two main groups:


For profit and not-for-profit. For-profit incubators have profitability as the
primary strategic objective, while non-profit incubators are operated by groups
ranging from community development organisations to local governments
seeking to create jobs. Non-profit incubators fulfil a public mission first, such
employment and poverty reduction (Chandra and Fealey, 2009).

Business incubators can be further subdivided into several subcategories (Chandra and
Fealey, 2009):




Facility-based incubators provide physical space, services and support to
clients. They also offer value-added benefits like coaching, mentoring,
networking, referral to professional services, access to capital and training
(Chandra and Fealey, 2009).
University and knowledge incubators are often designed to foster collaboration
between scientists and industry. University incubators focus on start-up
coaching, and facilitating management process and practices across different

23

Job seekers are students and graduates who look for paid employment after graduation, while job creators are
students and graduates who start their own businesses after graduation and create employment for others.
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ventures. One role of industry in this process is commercialization of universityled research.
Commercial incubators are profit-oriented, and often focus on a particular
technology. They are characterized by a strong profit or commercial objective.
Virtual incubators24 may be for profit, and focus on particular needs in the
entrepreneurial community rather than an industry. They do not offer on-site
space for clients, although they may have a central office to coordinate services,
house the management staff, meet with clients and in some cases provide
conference rooms for clients. Virtual incubators are less expensive to operate
than traditional business incubators, and may be a good alternative in rural
areas, where the client base is spread over a large area. Because of poor internet
connectivity in most developing countries including Malawi, the virtual services
may include the use of phones and physical visits.
A manufacturing incubator is designed to assist new enterprises primarily
engaged in the manufacturing sector. Because clients typically require
manufacturing space in addition to office space, manufacturing incubators tend
to occupy more square footage than do other types of incubator. In order for
an incubator to be considered a manufacturing incubator, at least 50 per cent
of the firms should be manufacturing oriented.
A technology incubator fosters the growth of companies involved in emerging
technologies such as software, space technology, medical sciences,
biotechnology, robotics or instrumentation. At least 50 per cent of the clients
should be technology-oriented for an incubator to be classified as a technology
incubator.
Service-based incubators foster the development of entrepreneurial forms in
the service sector. The firms supported can include landscapers, graphic
designers, internet-based companies and web development firms.

24

Virtual incubators may also be differentiated by the type of industry sector they focus on. They might focus on
manufacturing, technology (technology, medical sciences, biotechnology and robotics) or the service industry.
Industry-based incubators can be facility-based, regional or virtual, or a blend of these types.
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Table 5: Overview of the elements that are recommended to be adopted by the pilot
business incubators
Type

Characteristics

Facility-based
incubators




Short term: general business services and construction technical
services and support to clients.
Medium term: either facilities within technical college
workshops, or separate workshop spaces in construction
subsectors with growth potential.

University and 
knowledge
incubators


Foster collaboration between technical specialists, scientists
and industry.
Support the commercialization of TEVET institute-based
prototypes and innovations.

Commercial
incubators

Focus on profit-making and break-even approach to incubator
management.
Maintain a strong commercial objective for the incubate
business development.




Virtual
incubator




Manufacturing 
incubator

Utilize information technology (IT) and mobile services and
communication to provide advice, create a network and
establish collaborations.
Develop outreach services based on IT and mobile services.
Focus on technical support and innovative development.

Publicly owned incubators are generally too cautious, and employ people without
sufficient experience to deliver the level of services required. Managers of publicly
owned incubators tend to be focused on bureaucratic aspects, which means they have
less time for engagement with clients.
A lack of managerial skills can also be found in TEVET colleges, where
dysfunctionalities could be compounded by part-time management, further
undermining the need to focus on participants and on efficiency. Mixed ownership
structures (public and private) encourage incubators to risk direct investment in their
clients, which generally means they are more practical in the selection of projects to
support (Chandra and Fealey, 2009).
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4.3. The Proposed Incubator Model
The proposed pilot incubators will apply a mixed model, involving the provision of
both physical resources and virtual services. The physical facilities will be located in
Lilongwe and Blantyre, at Lilongwe Technical College and Soche Technical College,
with the intention of instituting outreach services once the service has been
established. The incubators will also admit graduates from other technical colleges in
the construction sector who meet the entry requirements. Outreach will need to
revolve around advisors and trainers travelling to other locations on regular schedules
to meet potential participants, and should include virtual business incubator services
and support.
The pilot incubators will focus on a diverse range of construction sector trades:
bricklayers, carpenters and joiners, painters and decorators, plumbers and electricians
among others.
Business advice and training should be available on site and by outreach. It will be
provided through virtual systems (IT or mobile) to where the businesses are located. It
will be delivered primarily by staff, but where appropriate involving other contracted
service providers, including alumni who are successful in business. It will be essential
that the manager/CEO and staff are skilled in small business development, and that
management understands the mechanics of enterprise facilitation.
The incubators will not have physical space for participants to rent, but will have
workshops, machinery and equipment. Initially, it is proposed that the incubator has
an arrangement with the TEVET institution to use the existing workshops, machinery
and equipment. Later the incubator could develop a proposal to establish its own
workshops, machinery and equipment. Leasing use of these could be one of its sources
of revenue.
When a participant in the programme comes up with a project or business idea for
generating income, the incubators will allow them to access the workshops, machinery
and equipment. The incubators will also provide credit support for trained, budding
entrepreneurs to support them in setting up MSEs.
The incubator model, unlike many others, will be designed for near-cost recovery, and
must therefore be driven in a ‘public mission/private management’ model. The
government will be involved because there is a large public good element. Success
will depend on getting government support and possibly funding while avoiding
government interference.
Each incubator will offer a pool of skilled staff, associates and professionals to provide
training and advice to entrepreneurs on a range of business-related topics. Local
business professionals (accountants, lawyers and other business service providers) will
also be encouraged to offer services to the centre's clients at a discounted rate as a
community contribution, to assist the growth of businesses and entrepreneurship in
Malawi and to grow their own client base. The incubators will also ensure that advice
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is available about other available business and entrepreneurship services, and ensure
systematic referral to and collaboration with these.
The incubators will be centres of activity, with a vibrant, dynamic feel and an
entrepreneurial approach, where people can go and find out the information they
need to plan, start, register, manage and grow a business. They will also be centres for
innovation and entrepreneurship, where networking takes place at different levels,
from informal networking with peers over a cup of coffee to more formal events and
training sessions targeting entrepreneurship and business training and support.

4.4. The Partnership-Based Delivery Model
The business incubator services outlined will by their nature require a partnershipbased model. Some services will be outsourced to competent existing entities, while
other competencies will be developed internally. This will allow the incubator services
to be delivered by the most appropriate organization, and leverage existing expertise,
networks and overheads while reducing duplication of existing activities.
Equally important, the incubators need to be integrated with stakeholders to build
their reputation and support for their activities. In order to deliver services effectively,
implementation partners of the pilot incubators could include those mentioned in
Table 6.
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Table 6: The pilot incubator potential implementation partners and their roles25
Institution

Main function

Ministry of Trade and 
Industry



SMEDI





25

MSE
policy
formulation
and
facilitation of MSE
development
in
Malawi.
Provide
advice,
support and review
policies, rules and
regulations to support
MSEs

Possible role and contributions


Steering committee participation to provide guidance on
various MSE policies.



Help to advertise the incubator and engage key partner
institutions to reach out to needy students, especially females.



Promote visibility of actions through various media and
networking fora.



Co-fund some of the activities of the incubator such as
providing internship opportunities to the students.



Foster partnership engagement including joint resource
mobilization efforts to sustain or scale up the initiative.

Strategic support and 
advice


Training provider

Assessor of training




Referral
and
identification of clients 



Outreach partner

A key member of the incubator steering committee.
Provide technical training and advice to participants.
Participate in the selection of participants.
Support outreach activities.
Conduct training for trainer’s programmes.
Assess the training requirements of MSMEs in relation to
current offerings by service providers.

The list of partners is not exhaustive.
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Identify potential service providers to close the gaps in MSME
training, and collaborate with them to offer the required
training programmes.



Accredit training providers prior to qualifying for listing in
the MSME business network directory or being recommended
as an official trainer.



Operate a ‘one stop information centre’ for start-ups and
established MSMEs for young people not able to access
incubator services directly.



Facilitate links between MSMEs and financial institutions.



Manage MSME information and data, and disseminate
information to MSMEs.



Link MSMEs with the potential to access new markets.

Malawi
Industrial 
Research
and
Technology

Development Centre

Technology
transfer 
and business training

Commercialization
partner


Key member of the steering committee.
Provide advice to participants in the incubator programme
about appropriate technologies.
Support for commercializing and marketing prototypes.

Malawi Investment and 
Promotion Centre

Market and product
development
Trade information and
linkages







Support sourcing of markets and market linkages.
Support market outreach and finding new markets.
Provide trade information and supervision.
Organize trade fairs.
Provide links to business partners, and relevant suppliers or
collaboration partners.



TEVETA/MoL



Strategic support and 
advice



Participate in the incubator steering committee.
Assist in the design and delivery of training programmes.
Accredit training programmes.
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Ensure quality and
relevant technical skills
development
for
young people
Quality assurance
Overall
monitoring
and evaluation
Facilitate stakeholder
collaboration






Participate in the selection of participants.
Promote an integrated, demand-driven, competency-based
modular technical education and training system.
Monitor gaps between supply of and demand for skills.
Promote managerial and business skills, and a spirit of
entrepreneurial culture with regard to both waged and selfemployment.
Facilitate sound and sustainable financing and funding
mechanisms for TEVET.
Facilitate and bring together the expertise and moderate the
different interests of TEVET stakeholders.
Facilitate participants’ inclusion in public tenders.





Key member of the steering committee.
Register contractors.
Provide training.



Provide finance and other services to participants.





Financial support for the establishment of the pilot incubator.
Provide technical support for setting up incubators.
Facilitate donor collaboration for the promotion and
sustainability of incubators.







NCIC




Donors (ADB, World 
Bank,
USAID,
EU,
MasterCard Foundation,
ILO, UK Department for
International

Development, etc.)

Training
Regulation
and
standards
Project registration
Microfinance
and
other financial services
to MSEs
Support
enterprise
development
for
poverty alleviation and
economic growth
Donor
coordination
and collaboration

Advocacy and lobby 
groups (ECAM, NASME26,

Strategic support and 
advice



Microfinance institutions 
(Pride Africa, OIBM)

26

Provide apprenticeships to participants.
Identify and act as mentors of the participants.

National Association of Small amd Medium Enterprises
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Malawi Confederation of 
Chambers of Commerce 
and Industry (MCCCI)27


Industry links
Technical support
Stakeholder
commitments






Individual companies

27








Technical support
Business mentorships
Network
Market access
Business opportunities
Franchise and business
partnerships

Support initiatives that ensure training matches the
needs of a company or industry.
Provide advice on changes in technology, work practices
and market dynamics.
Support links between classroom and workplace training
so that young people acquire relevant skills.
Equip young people with critical core skills, such as
problem-solving, teamwork and communication.



Technical support and skills upgrading.







Entrepreneurship internships.
Business mentorships.
Linking to existing business network and market opportunities.
Subcontracting opportunities.
Inclusion in tender activities.

Malawi Confederation of Chambers of Commerce and Industry
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4.5. The Services of the Incubator
The incubators will provide programme participants with a comprehensive package of
entrepreneurship services designed to position them for growth. The stakeholder
analysis indicated that appropriate services offered by the pilot business incubators
will facilitate the acquisition of critical business skills.
The entrepreneurship service package will be aligned with the introduction of
technology in order to enhance the efficiency and management of MSMEs, especially
in the construction sector.
The services will focus on:






training and advisory services, covering both business skills and life skills.
finance facilitation, which will consist of two areas:
o seed funding for innovation and demonstration
o commercial loan facilitation.
business information.
facility and communication infrastructure.

A range of flexible services are required to address the current and future needs of the
participants, as summarized in Table 7
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Table 7: Business incubator services28
Training and advisory services

Other services

Life skills

Information














Empowerment to improve confidence,
self- esteem and resilience
Leadership and management skills
Critical thinking skills
Financial literacy and awareness
Developing a business idea
Project planning, teamwork and
problem-solving skills
ICT training
Communication skills, decision-making,
negotiating and goal-setting
Time and money management

Business skills
Business management
Financial management:



28

Business planning
Business plan development
Raising finance



Facilities required




Static and online information on
starting and managing a business
Awareness-raising activities



Office services










Copying /binding and laminating
services
Mail services
Accounting and book-keeping
Photocopying, colour laser
printing etc.
Internet via broadband
Secure email
Web page design and
maintenance
Typing and secretarial services





Meeting rooms
Flexible training
rooms
Workshop with
proper
equipment,
machinery and
tools
Office space
Hot desking
facilities
Access to
computers

Specialist training


Required should
the beneficiaries
need unique
technical skills for
their enterprise

The services listed here are by no means exhaustive.
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Marketing
Product costing
Market research and marketing advice
Quality and safety regulations



Hot line services (access to online
PCs loaded with business
standard software)

Networking






Peer support and learning
opportunities
Learning from their peers and trusted
networks as much as if not more from
formal training mechanisms
Business-to-business networking
opportunities
Specific business skills learning
opportunitie

Source: compiled by the author.
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In addition to skills development the business incubators will help participants to
access financial support (during the incubation and post-incubation period). The
financial support will be managed through a tie-up with financial institutions.
The sectoral focus of the incubators will be graduates from TEVET institutions in the
construction sector.

4.6. Selection, Recruitment and Preparation
4.6.1. Selecting participants
The incubators will primarily target TEVET graduates in the construction sector from
Soche and Lilongwe Technical Colleges, which will host the pilot incubators, but will
also enrol graduates from other TEVET colleges in Malawi. The incubator target group
will include:



TEVET students who enrol in the pre-incubation programme during their course
or immediately after their graduation
TEVET graduates who have already started a business.

It is hoped that this will encourage competition and innovation among the potential
participants.
To identify applicants for the different business incubator programmes, the pilot
business incubators will emphasize networking, engaging and working collaboratively
with NCIC, TEVETA, SMEDI and other private business development services, as well as
the host college TEVET instructors and entrepreneurship teachers.
The following will be considered as key issues in identifying the participants, as defined
by the executive committee on behalf of the steering committee:
1.
2.
3.
4.

Be in the target sector.
Be running or planning to run an enterprise with a growth focus.
Demonstrate strong entrepreneurial traits including leadership and innovation.
Have a business idea with the potential for growth and creation of jobs for
young people.
5. Have a proposal that will have a positive impact on the environment and the
community.
6. Have a proposal that shows high levels of sustainability.
7. Have graduated from a TEVETA-accredited TEVET institution.
The selection will follow the process of (1) application, (2) assessment, (3) review and
(4) capacity-building. Finally, a selection panel will assess the merits of each applicant.
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4.6.2. Applications
To enable an initial screening potential participants must fill in an application form.
These will be available at all TEVET colleges in Malawi and also online.
Paper-based completed application forms will be sent by post to the incubator
manager or delivered by hand to the incubators. Online applications will be available
on the pilot incubator website and accessible directly by the incubator staff and
management. As well as being completed online, the online form can be downloaded,
completed and sent by post to the incubator manager.
The form will capture basic data such as contact information, age, gender,
geographical location, educational level, business idea, current business status and
income level. In addition applicants will be asked to describe their motivation, reasons
for applying, future plans and aspirations, availability and commitment to
commencing the programme, and ability to make a contribution to costs.
4.6.3. Selection and evaluation process
The selection process will ensure that spaces and resources are allocated to individuals
most likely to complete the incubation programme successfully, considering attributes
such as personality, motivation and education. These traits will be determined during
the evaluation process. This is important in order to ascertain whether the applicants
have the necessary skills, ambition, and self-discipline to make the difficult transition
from having a business idea to establishment and management of their own business.
Applications will be selected via a review of applications using the predetermined
criteria, followed by oral interviews to assess their skills, motivation and quality of their
business idea. Half of the places will be reserved for females. The incubators will need
to make specific efforts to attract women to apply.
The focus on businesses with the potential to grow should mean that the preincubation programme can help the participants to develop competitive and viable
business propositions. This approach will enable the pilot incubators to create a set of
‘role model clients’ to show the tangible benefits to other future clients, demonstrating
that it is worthwhile for an entrepreneur to invest in acquiring skills and capacitybuilding.
Once the participants are chosen, they must be contacted, provided with all the
relevant information about the programme and asked to sign a commitment
agreement.
The selection will be managed by a committee comprising the business incubator
manager, one staff member and up to four external representatives of key
stakeholders including government and the private sector.
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4.6.4. Interviews
Applicants who fulfil the selection criteria will be interviewed individually by an
independent panel comprising the selection committee and two current participants,
to determine the person’s motivation, commitment, personality, interest level and
skills.
Interviews could be held at the business incubators, or at TEVET centres or outreach
locations, to ensure equal access for all.
4.6.5. Plans to address skill gaps
Most likely those applying for the incubator programme will have some skill gaps. Early
in the programme, the incubators will work with each individual to develop a specific
plan to address their needs.
The plan will lay out what services the participant can expect from the incubators, and
what will be provided by other partner institutions, if relevant. The participant should
understand the range of services and the relationship of their providers to the overall
programme.
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5. THE INCUBATION PROCESS
The incubators will apply a staggered model in providing their comprehensive services
package. This includes pre-incubation, incubation and post-incubation phases. The
programme will run for a maximum period of six months.

5.1. Level 1: Pre-Incubation

Box 2: Pre-Incubation
Pre-incubation is the provision of services by an incubator to help TVET graduates
to transform their business idea into a start-up business and get incubator-ready.
Potential target groups for the pre-incubation programme will be:



present students and recent graduates from the pilot TEVET colleges
graduates from surrounding TEVET colleges, community technical colleges
(CTCs) and community skills development centres (CSDC), and private TEVET
centres, in the construction sector.

The duration of the pre-incubator programme will be two months.
The targeted annual enrolment will be three groups of sixty participants during each year,

making an annual total of 180 participants.
Beneficiaries will receive basic business development support, coaching and exposure to
support organisations for a period of two months, with the express intention of helping them
establish their own business. The aim is that those from the pre-incubation programme

will enrol in the incubation programme, where they will start on the development of
their business.
Participants in the pre-incubation programme will be encouraged to form cooperative
enterprises, though individual enterprises will also be acceptable. SMEDI, the Ministry
of Trade and Industry and NCIC will assist in the registration of cooperatives, and will
also provide business development support services.
In the first two years from the establishment of the pilot incubators, there will be a
major injection of business advisory and technical services into the pre-incubation
programme. This is because the incubators recognize that there is a large pool of
potential young entrepreneurs who need assistance to develop their business ideas.
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Table 8: Pre-incubation programme services
The service delivery mechanism during the pre-incubation programme includes:

1. A ‘My Idea’ programme to promote a sustainable culture of entrepreneurship among
the student community. In this programme, idea contests are organized, and the
winners are recognized with certificates and cash prizes.
2. Using a combination of lean start-up methods and tools like business canvassing, the
pre-incubation programme will focus on the overall activities needed to support the
potential entrepreneur. It will build the business idea and basic business model into
a fully-fledged operational business plan.
3. Through a series of workshops and extensive research, participants will be assisted to
convert their business concept into a viable enterprise. The outcome of the preincubation module should be a working business with customers.

5.2. Level 2: Incubation
After completion of the two-month pre-incubation programme, participants should
have established their enterprises and developed them to a level where they can be
formally registered and become viable.
The target groups for level 2 are:




those who have graduated from the pre-incubation programme
TEVET graduates who have started a small or micro business, and now want to
formalize it and improve its viability
graduates from other training programmes who have started a small or micro
business, and want to formalize and grow it.

The duration of the incubator programme will be 2 months.
Again, the target number is three groups of sixty participants each year, making an
annual total of 180 participants.
During this phase, intensive mentoring and business development support will be
offered, in addition to critical support offerings in the following:


Links to markets: The specific activities will include how to prepare bids for
contracts related to public works, schools and transport; assisting the
participants to undertake market research to assess opportunities and correctly
position themselves in the market with current and new products; and assisting
them to identify, segment, target and conclude sales deals, and handle market
strategy development, trade shows and exhibitions, pricing and advertising.
These types of activity will also help participants to understand relevant value
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chain mechanisms, and support them in adding value to their products and
services.
Links to finance: Adequate financing of MSEs is fundamental to their success.
However it is difficult to obtain, especially for start-ups. The incubators will
assist the graduates in making an adequate assessment of their financial needs
and coming up with realistic business plans. They will then be linked to
microfinance institutions, venture funding and banks to enable them to access
soft loans. These could be provided either through existing MSE finance
windows such as the one between TEVETA and OIBM, or through the seed fund.
Business and infrastructure support: This includes access to information,
shared resources, equipment and machinery. This type of service will not be
available during the first two years, but participants will be referred to other
programmes or service providers offering such services. They might also have
access to the host TEVET institution’s workshops, equipment, tools and
supervision during afternoons and weekends.
Technology transfer and quality: This entails further support to enterprises
through the provision of technology transfer and quality improvement
interventions. The incubators will mainly refer participants to other service
providers, government and private-sector institutions dealing with technology
development, innovation support for the development of prototypes, patenting
and so on; or representatives of these bodies could be invited to the incubator
to provide workshops or training.
Specialist training and workshops: Specific training needs will be identified
and addressed through workshops. The workshops will be organized with other
stakeholders such as NCIC. Industry experts will be invited to provide insight
into the specialist needs of MSEs. Topics might include writing a business plan,
commercial law, financial management and human resource issues. Attendees
will pay to attend these sessions, with discounts for participants in the
incubation programme. These events will be collaborative, working with
specialist organisations such as NCIC and private experts that have the
resources and materials available to deliver quality programmes. The incubators
will be responsible for coordinating and scheduling, and providing the meeting
facilities.
Outreach: Alongside the traditional space and services, the proposed
incubators will over time develop outreach services (training, counselling,
coaching and/or mentoring). These virtual services will be offered through an
outreach model. As broadband internet access remains a challenge in Malawi,
it is proposed that the outreach services use low-technology tools such as
phones, physical visits and dissemination of business information and news
through radio. Outreach services can, for example, be offered to groups of
graduates from surrounding CTCs and CSDCs, or clusters of youth enterprises
in the construction sector.
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Table 9: Service delivery mechanism during the incubation period
At this stage, the participant is ready to start a business. This phase is geared towards
assisting them with the infrastructure and operational support they need to move
forward.
1. Participants can get access to operational services such as:
 business management
 financial management
 business planning
 business plan development
 raising finance
 marketing
 product costing
 market research and marketing advice
 quality and safety regulations
 peer support
 networking opportunities
 specific business skills.
2. Other services will include access to the workshop, tools, equipment and machinery.
Additional benefits include:


serviced office and manufacturing space



reception and limited admin support



office facilities, such as a switchboard, internet network, printing services, and
meeting and training facilities.
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5.3. Level 3: Post-Incubation
Box 3: Post-incubation
Post-incubation is the provision of support services by an incubator to an
entrepreneur or business that has already graduated from the incubator. Such
services will be provided on a consultancy basis and at market-related rates.
The development and progress of the incubator enterprises will be closely monitored.
Participants who have successfully achieved growth and development milestones,
demonstrating that their business is reasonably sustainable, may graduate from the
incubators within three months, after which they will continue their business
operation, and be eligible for post-incubation services.
Potential target groups for the post-incubator services are:




those completing the incubator programme
graduates from host TEVET colleges or outreach groups
companies in the construction sector owned by young people and with growth
potential.

The duration of the post-incubator period will be three months. The targeted number
of participants is three groups of sixty each year. The incubators will continue to
support these participants with ‘on demand’ business development support, and will
allow them access to selected incubator services after their exit from the main
programme.
It is expected that post-incubator companies will be able to act as role models and peer
advisers for new participants, and might be called to assist the incubator in helping
participants in the pre-incubation period.

Table 10: Service delivery mechanisms during the post-incubation programme
The period will focus on providing participants who have established successful
businesses with long-term support including coaching and help with business
strategies.
In addition, these entrepreneurs are the perfect people to share their learning and
knowledge with new participants in the programme, and should also be able to
provide training and internships for participants.
This attitude of paying it forward will enable the new participants to not only learn
the necessary skills but also see real-world success stories in action.
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5.5. Mentorship
In the post-incubation phase, a mentorship programme will be established to match
participants with local established entrepreneurs. Participants and their mentors will
be encouraged to meet every month. These meetings will have a structure, format and
content agreed by the mentor and the programme participant.
The mentors will be drawn from the wider business community. A plan will be agreed
if possible, written up by the participant and the mentor, which will determine the
goals and timescale, and ensure that the objectives are being met. A simple mentoring
guide will be written and updated, giving an outline of how a mentoring programme
should work.
The incubator will offer specialized training, counselling, coaching and mentoring in
the post-incubation phase. The programme will be developed around specific
processes that can be found in any construction business, in collaboration with NCIC
and other stakeholders.


Tender stage. Responding to an invitation to tender can be demanding. The
quote must be priced correctly, allowing for clear profit margins and recovery
of all expenses, yet be competitive enough to win the tender. Skilful tendering
can ensure a profitable business and be a clear financial formula for success.



Pre-construction. After securing a contract, there is a period in which the
contractor has to prepare to carry out the agreed work.



Construction management: Processes that are specifically the domain of the
company directors or management need to be properly and professionally
managed. These necessary administrative functions are sometimes used as a
measurement of capability by the attending professional consultant on the
project. Correct, clear and concise understanding can ensure a pathway to a
recommendation for future projects.



Site supervision: Interaction with the site manager is essential in ensuring that
the information and skill requirements are thoroughly understood by all role
players in the transfer process. Stronger site supervision allows the contractor’s
management team a certain amount of independence and autonomy, thereby
creating opportunities.

72

5.6. Awareness-raising
Apart from direct entrepreneurship services, the business incubators will engage in a
wide range of awareness-raising activities. This is necessary to increase the exposure
of Malawians to entrepreneurship and build a pipeline of potential programme
participants who can be supported by the incubators and other support organisations.
Specific activities directed at prospective entrepreneurs at level 1 (pre-incubation) are
‘Am I an entrepreneur?’ workshops. These workshops will be designed to be fun, yet
informative self-assessment activities where participants discover their entrepreneurial
quotient. In addition, there will also be a ‘my idea’ programme to promote
entrepreneurship. The participants will also be presented with a pathway for being
evaluated as candidates for the pre-incubation programme that will develop their
business idea.
Other awareness-raising activities include providing regular articles to the press and
suggesting material that would suit television broadcasts (for example, examples of
business success). Business plan competitions, weekend coaching classes and
entrepreneur fairs are also potential activities that can expand both awareness and
knowledge.
Extensive lobbying and advocacy will also be important to extend the range of
entrepreneurial support available in Malawi. Efforts at both government and privatesector levels are needed, to increase involvement, financing and outcomes. Financial
institutions are understandably hesitant to invest in business start-ups in Malawi. This
is one area in which the business incubators can work to increase confidence, by
encouraging financial institutions to design appropriate financial products that suit
the needs of start-ups.
The awareness-creation activities need to run across all the incubator services because
the success of the supported enterprises needs to be communicated at all stages.29
The information sessions will be engaging, informal and relaxed. They will also include
guest speakers already working in the sector who can serve as role models and answer
questions regarding business ownership. The models chosen will be diverse (and both
male and female) to send a message that being an entrepreneur is a viable option for
anyone.
Funding should be budgeted for this awareness activity, but it will be up to the
incubator management to target corporate, donor and government funds and partner
initiatives to really support the incubator initiative.

29

For example, enterprises that receive funding, win tenders, or develop novel products that are successful in the
market.
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5.7. The Seed Fund
The pilot incubators will emphasize the development of a private–public partnership.
To cultivate local ownership and commitment, the STEP project requires local
stakeholders to make in-kind contributions (such as making available equipment and
staff that can be used by the incubator). A seed fund of US$20,000 is being proposed,
funds permitting. This money will be part of the grant for establishing the pilot
incubators. The motivation for establishing a seed fund is twofold.
First, enterprise growth in Malawi is mainly constrained by access to capital. The
FinScope, (2013) study indicated that family, friends or colleagues are the single
biggest source of borrowing (41%) by small business owners. Village banks such as
SACCOs and microcredit institutions are also important sources of credit (29%), while
7 % use commercial banks to borrow money. The rest is provided by informal money
lenders, NGOs, government agencies and other employers. Secondly, Finmark, (2013)
study showed that 54 percent of MSMEs are owned by men compared to 46 percent
of MSMEs that are owned by women. The study also showed that in general, female
owned enterprises are generally small and employ less people compared to their male
counterparts.30.
The creation of the finance window to improve the flow of credit to individuals
graduating from the incubators will go a long way to address the critical need for
financing for MSEs. Although banks and/or microfinance institutions might be thought
best placed to provide loans, they generally been reluctant to extend credit to startups. The proposed seed fund will build on the already existing facility arranged by
TEVETA at OIBM, which enables individuals to obtain a soft loan to start their
enterprises. Many young entrepreneurs are not aware of this opportunity, and this has
led to the low utilization of the facility (TEVETA, 2014). There is therefore a need to
create more awareness.
A loan guarantee scheme (providing no more than a 10 per cent guarantee) was
considered, but it was felt it might not prove attractive. The financial institution would
still have to bear the risk for most the loan, and might still require collateral, or institute
proceeding against defaulters. A seed fund was thought to be the best option since
the conditions of the loans could be determined by the incubator/funder to more
closely suit the needs of the borrower.
The purpose of the seed fund would be to make unsecured loans at near-commercial
rates to businesses where due diligence indicates that:



a business assessment shows the business has the potential to grow
the business owner has a high entrepreneurial quotient

One third of the businesses owned by women employ 1-4 people, one fifth employ 5-20 people while one quarter
employ 21-99 people. On the other hand four fifth of the male owned enterprises employ 2-20 people and three
quarters of the male owned enterprises employ 21-99 people.
30
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the entrepreneur and their business have been accepted for support by the
incubator.

Loans would be advanced without any requirement for collateral. The aim is to ensure
that the loans are made to entrepreneurs who have a good business and receive
ongoing deep support from the incubators, so should be relatively unlikely to default
on payment. This underlines the premise of the incubators, that they will identify
individuals who can set up businesses with the potential for growth, and support them
to establish and grow their businesses.
Although other collateral will not be required, assets acquired through this funding
will remain the property of the fund until the loan is paid off.
The aim of the seed fund is not to replace banks or financial institutions. Instead, it is
aimed at demonstrating that deep ongoing support and financing can combine to
develop and grow businesses. A local financial institution will manage the seed fund
on behalf of the incubators. The arrangement could involve identifying and selecting,
through a call for proposals, the bank or microfinance institution that is best placed to
provide loans to MSEs based on its past experience, the performance of its loan
portfolio, the proposed methodology and so on. (A list of criteria will be included in
the call for proposals.) The incubator will sign a performance-based agreement with
the financial institution. This arrangement has been used in a number of government
projects such as the Jobs for Youth Project. This model has also worked successfully
for a number of TVET-based incubators in South Africa, such as the Orbit TVET College
Rapid Incubator. The idea is to give the borrower a head start in launching their
business.
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6. GOVERNANCE
6.1. Legal Forms for Business Incubators
Business incubators can take a number of legal forms. In many developed countries
and some developing countries, incubators are operated as separate legal entities.
These may take the form of not-for profit associations, foundations or institutions.
Others may be set up as limited liability companies (designated by Ltd) or public
limited companies (Plc).
The laws related to these types of company are very clear about the composition of
the board of directors, who carries liability, and methods of handling debts and profits
(Chandra and Fealey, 2009).
Business incubators can also be set up as a section of a larger organization, such as a
university or public agency. These are often operated as a department, a project, a unit
or a cost centre, under the management of the larger organization’s board and subject
to the same legal requirements (Chandra and Fealey, 2009).
Public–private partnerships, which pool the assets and responsibilities of both public
and private stakeholders, are commonly managed as separate legal entities. The
articles of incorporation clearly describe the rights and responsibilities of the
shareholders, including their financial commitments. In non-legal entities, the
commitment of other stakeholders is limited to their advisory function. Most of the
incubators in the region are operated as ‘non-profit’ or ‘not-for profit organisations’.
There are few profit-making incubators in the region (Chandra and Fealey, 2009).

6.2. Choosing the Organizational Structure
The choice of the organizational structure is usually made by the leadership of the
primary stakeholder, especially if one organization provides a building. In this
particular case, the lead stakeholder is the TEVET institution, which must make the
decision based on current government policy.
As a starting point, the host TVET college may have to contain the pilot incubator
within its organization to be able to donate space for incubator use, assign staff for
part-time management and open up the institution’s services for use by the
participants. If however the primary stakeholder is not limited in how it accomplishes
these objectives, it might choose to set up an independent legal entity.
For the future development of the incubator’s organizational structure, two basic setups can be recommended: a separate legal entity or an integrated entity. Each of these
is described below.
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6.2.1. The separate legal entity model
The choice of a separate legal entity for the pilot business incubator operating
company (or association or foundation; later called ‘the incubator operating entity’)
has the following advantages and disadvantages.
The government does not become a direct shareholder in the incubator, and therefore
its influence is limited to financial support and to a controlling/monitoring function
via board membership. Stakeholders that play a major role and commit financial
resources to the incubator development can become shareholders or founder
members.
The incubator buildings can either be part of the assets of the incubator operating
entity, or can be kept outside it, under the current ownership. In the latter case the
building owner signs a rental agreement with the incubator operating entity.
In this model, all management and staff are employed by the incubator operating
entity. With the exception of the manager/CEO all decisions related to staff are made
by the manager/CEO, including selection, hiring and dismissal, within the given
approved budget and target plan. In addition, the final selection of participants in the
programme is the responsibility of the manager/CEO. Service providers sign contracts
with the incubator legal entity and provide their service accordingly; public
procurement rules do not apply (Chandra and Fealey, 2009).
6.2.2. The integrated entity model
The choice to integrate the incubator into the structure of the lead stakeholder (in this
case the TEVET institution) has the following advantages and disadvantages.
The role of government is different under this model. In Malawi TEVET institutions are
under the Ministry of Labour and Manpower Development. Consequently, the
incubator project and its programme would be directly monitored and controlled by
the government through the TEVET institution.
This implies that the decision-making processes for the TEVET institution will apply to
the incubator as well. Therefore, all decisions relevant to the incubator that cannot be
decided at a lower level (mainly the manager/CEO of the incubator), will require the
approval of the principal of the TEVET institution. This decision-making process is a
poor fit with the special needs of the incubator, where quick and direct decisions are
important. Such decisions will need to be delegated to the manager/CEO of the
incubator.
Under this model, it is highly recommended that other stakeholders are invited to join
the steering committee or the board. This will encourage them to play an active role
during the implementation of the project, and integrate a wider spectrum of knowhow into the organizational structure of the incubator.
The incubator management, as part of the TEVET institution staff, will have to fit its
wage structure. All decisions would have to follow the lines of responsibility and
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procedures determined in the TEVET institution. The management will have to be
selected, employed and dismissed following government guidelines (Chandra and
Fealey, 2009).
6.2.3. Step-by-step implementation of the pilot incubators
Drawing on the analysis above, the aim is that the pilot business incubators will not
initially be set up as separate legal entities as this it would create too great an
administrative burden. The setting-up of a new legal entity requires government
approval.
In order to avoid the work and delay that would be involved, the pilot incubators will
be set up as part of the organization of the host TVET institution.31 However a plan will
be devised to convert the incubators into separate legal entities at a later stage. As
this will take time, planning for the conversion process should begin as soon as
possible after the pilot incubators have been set up.32
The governance, ownership and management of the two pilot incubators will be
constructed as a public–private partnership, which offers the best governance
structure, as shown in Figure 2. In this model, both the government (who has a good
public role) and the private sector (which has a profit motive) work together to advance
their interests, and this collectively contributes to growth. In addition, the public–
private partnership will facilitate the incubators’ participants networking with key
stakeholders.

6.3. The Governance Structure of the Pilot Incubators
The proposed pilot incubator governance structure is designed to promote a sense of
ownership of the organization while at the same time ensuring good international
practices and quality. There will be three main governance organs:




the steering committee
the executive committee
the investment and financial committee, which will be serviced by the incubator
secretariat as the management and service delivery unit.

31

This too presents some difficulties. For example, public TVET institutions are only allowed to operate three
different accounts, reflecting the different revenues that they receive from the Treasury, TEVETA and their own
sources of income.
32 See sections 5.2 and 5.3.
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See Figure 2.
Figure 2: Organizational structure of the incubator
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6.3.1. The steering committee
Mandate and responsibilities:
(a) The steering committee is the supreme decision-making organ, which guides
the overall orientation of the incubator mission and programmes.
(b) The steering committee oversees the incubator’s programmes and
management, and performs such functions and tasks as it deems necessary to
carry out its mandate and accomplish its mission.
The steering committee will be responsible for:
a) strategic direction and future direction
b) approval of the business plan prepared and submitted by management
c) approval of strategic, financial and high-level policies
d) financial oversight
e) monitoring and assessment of management performance
f) promotion of the service
g) approving major capital expenditures, annual capital and operating budgets,
annual audits, financial statements and staffing levels.
The steering committee is mandated to establish standing committees to assist it in
carrying out its function. These committees will meet more frequently than the full
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steering committee. Mandatory among them are the executive committee and the
investment and finance committee.
Membership and selection
(a) The steering committee will be will be formed so as to establish a public–
private partnership with from ten to twelve members.
(b) Each of the key stakeholder organisations shall be requested to nominate one
representative to be part of the steering committee.
(c) Possible nominees will come from each of the stakeholder bodies, as shown
in Figure 3.
(d) Two independent members should be appointed by the nominees of the
stakeholders to bring in targeted private-sector expertise.
(e) The steering committee is made up of key stakeholders supporting MSE
development, private, public and civil society organisations.
(f) Members of the steering committee shall vote to select their chairperson and
deputy chairperson.
(g) The committee comprises a chairperson, deputy chairperson and committee
members.
Meeting procedures
(a) The steering committee meets twice a year.
(b) The steering committee meeting shall be held at such time and place as the
committee may decide.
(c) An extraordinary meeting of the steering committee shall be convened on
request by at least two-thirds of the members of the committee.
(d) The chairperson of the committee shall chair all meetings of the steering
committee, including any extraordinary meetings convened.
(e) If the chairperson is unable to chair a meeting of the steering committee, the
deputy chairperson shall chair that meeting.
(f) If both chairperson and deputy chairperson are unable to chair a meeting, the
steering committee shall elect a chairperson specifically for that meeting,
(g) The quorum at any meeting of the steering committee shall be half of the
members.
(h) The aim should be for decisions of the steering committee to be by consensus,
but where a consensus cannot be reached, the chairperson shall propose a
vote and a decision shall be reached by a simple majority vote of the members
in attendance. In case of equality of votes, the chairperson of the meeting shall
be entitled to a casting vote.
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(i) The manager/CEO of the incubator shall be the secretary of the steering
committee.
Figure 3: Members of the multi-stakeholder steering committee
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6.3.2. Executive committee
The executive committee acts on behalf of the steering committee as part of the
oversight of the incubator management. The committee will comprise a small group
of up to four representatives elected from or nominated by members of the steering
committee. The suggestion is that they comprise a government representative, a
representative of the TVET institution and two private-sector representatives. They will
serve for a term of at least two years.
Their function is to meet monthly to assess progress made by the incubator and to
recommend future direction to the incubator manager. They will also advise on
selection of participants and exit strategy of the participants from the programme.
They should neither run the incubator nor have any operational role.
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(a) The executive committee shall be headed by a chairperson supported by a vice
chairperson, both elected at the first sitting of the committee.
(b) The manager/CEO of the incubator shall be the secretary of the executive
committee and shall serve as an ex-officio member.
(c) Membership of the executive committee should aim at a balance of skills,
experience and gender.
(d) The quorum at the meetings of the executive committee shall be simple a
majority.
6.3.3. Investment and finance committee
The steering committee shall elect from among its members an investment and
finance committee consisting of four members. This committee is responsible for
overseeing financial issues on behalf of the steering committee.
(a) The members of the investment and finance committee will at their first
sitting elect a chairperson.
(b) The investment and finance committee shall:
(i)

provide oversight on financial operations of the incubator

(ii)

review annual financial reports of the incubator, prior to their
submission to the executive committee and the steering
committee

(iii)

advise the executive committee on the incubator’s accounting
and financial management procedure

(iv)

consider management’s reaction and comments on the
incubator’s financial reports before they are presented to the full
steering committee by the executive secretary for confirmation

(v)

receive and review the reports of the external auditor and report
to the executive committee

(vi)

carry out such other duties as shall be assigned to it by the board.

(c) Members of the investment and finance committee shall serve normally for
a period of two years and be eligible for reappointment once.
(d) The manager/CEO of the incubator or their designated representative shall
serve as secretary to the investment and finance committee.
In addition, the investment and finance committee oversees both direct and indirect
financial issues of the incubator, including financial policy and procedures.
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7. PERSONNEL
The incubator will be managed by an incubator manager, who will lead a small
management team, and outsourced service provision, which will need to provide
marketing, accounting, finance and business development experience.
The team will consist of a:


manager/CEO



business advisory manager, focused on providing business advisory services



training manager, focused on training activities.

In addition to the management staff, the centre will also employ two support staff, an
administrative officer and a finance officer.
The manager/CEO is answerable to the executive committee as well as the steering
committee and the investment and finance committee. In the start-up phase where
the incubator is expected to be part of the TEVET college structure, the manager/CEO
will additionally be answerable to the principal of the TEVET institution.
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Figure 4: Organogram of the incubator and its proposed links to the TEVET institution
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Table 11: Staffing requirements33
Staff qualifications

Main duties

Manager/CEO



A seasoned business manager who has the following

qualifications and skills.
Educational background:



Bachelor’s degree in business, economics or a closely
related field; an MBA or Master’s degree preferred.

Candidates
with
experience
in
incubator 
management will be preferred.


General qualifications:







33



A minimum of six years of experience in MSE
development, including at least three years as a
manager working in business incubation or the
equivalent.
At least three years of experience in business
management backed by relevant tertiary expertise.
Experience in strategic development planning and
being accountable to a multi-sector board.
Strong experience in financial management and
human resource (HR) management.
Experience in business counselling and facilitation
and business mentoring.











General management of the incubator including day-to-day
operational management and strategic planning.
Accountable to the steering committee and executive
committee.
Interaction with key stakeholders, media and other
organisations.
Provision of business advisory services to entrepreneurs.
Fundraising (such as proposal writing, or donor management).
Developing strategic goals and objectives for the client service
programmes.
Establishment and management of a monitoring and
performance management system.
Overall responsibility for reporting of the annual work plan
and budget.
Develop and maintain partnerships with other public and/or
private organisations that provide business development
assistance for the benefit of clients.
Track and report on the performance of the incubator.
Establish and maintain effective and efficient administrative
and management structures.
HR management.
Report writing.
Management of awareness-raising.

Not exhaustive.
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Other competencies:



Good deal-making and negotiation skills.
Innovative, enthusiastic personality with strong
leadership skills.
 Ability to transfer knowledge, conduct training, and
facilitate HR development.
 Ability to manage start-ups.
 Excellent
interpersonal,
verbal/written
communication and problem-solving skills.
 Networking skills.
Manager, business advisory services


Educational background:

 Bachelor’s degree in business, economics or a related

field.

 Business or entrepreneurship counsellor or trainer
certificate.

General qualifications:






More than five years’ experience as a business

advisor or similar position.
At least two years of practical experience as a

business manager or entrepreneur.
General business skills gained through experiential

learning.
High degree of up-to-date understanding of
managerial techniques.

Coach and mentor start-ups and enterprises,
Diagnostic and business analysis,
Assist with business system development in enterprises.
Manage enterprises against targets,
Plan and implement workshops and meetings for programme
participants.
Develop training and workshop materials.
Participate in the organization and implementation of the preincubator programme and the incubator programme.
Responsible for management and implementation of the postincubator services.
Support the development and implementation of awarenessraising activities/
Responsible for stakeholder and business network activities/
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Experience in guiding entrepreneurs through
coaching and mentoring activities.
Sound knowledge of entrepreneurship and business
environment in Malawi.

Other qualifications:


Innovative, enthusiastic personality with strong
leadership skills.
 Ability to transfer knowledge, conduct training, and
facilitate HR development.
 Ability to manage start-ups.
 Excellent
interpersonal,
verbal/written
communication and problem-solving skills.
 Networking skills.
Manager, training

Educational background:



Bachelor’s degree in business or economics.

Business or entrepreneurship counsellor or trainer
certificate.

General qualifications:

 More than five years of experience in a training
institution

 More than three years of practical experience as an
entrepreneurship trainer and counsellor.


Develop a needs assessment process and create an
instructional design process with appropriate delivery
methods and post-training evaluations.
Recommend solutions for performance issues and potential
areas of training.
Conduct training needs assessments and oversees the training
function.
Develop and organize training materials, multimedia visual
aids and other educational materials.
Coordinate efforts to ensure the full utilization of all site
training facilities, processes, resources and equipment.
Resolve and respond to training issues and questions from
leaders and associates on the application and interpretation of
processes, company policies and current regulations.
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Vast experience in the development of 
entrepreneurship and business training materials
and programmes.

Other competencies:
Analyse, design, develop, implement and evaluate
training
documentation
to
provide
timely
communication on updates on proper processes and

system usage.

Reception/administrative assistant



Educational background:

 Bachelor’s degree in general administration.

 Training in information and communication.

General qualifications:

 At least three years of experience as an 

administrative assistant.
 Experience with event management and
planning.
 Experience with the organization of press,
information and awareness activities.

Continuously seek and support new approaches, practices and
processes to improve the efficiency of the training service
offered.
Responsible for all training programmes and must ensure that
associates have the tools needed to perform required skills
and achieve results as a basis for continual training and
education.
Analyse, design, develop, implement and evaluate training
documentation to provide timely communication on updates
on proper processes and system usage.
General administration.
Reception activities.
Event coordination and planning.
Assistance in the development of public relations materials.
Handling marketing and administration.
Administration of activities and participants.
Filing and maintenance of records and documents.
Manage press and communication activities including website
and social media.
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Finance officer
Educational background:


Diploma in financial management or accounting.

General qualifications:










At least five years of experience in a busy accounting

office.
Ability to manage the accounts of the incubator.
Ability to provide advisory services to the clients of
the incubator.
Ability to advice on general finance management.
Ability to track the performance of the seed fund.

General financial management of the incubator with reference
to expenditure and income streams.
Support and advice start-ups in establishing financial
management systems.
Support the manager, business advisory services and the
manager. training,
Preparation of financial reports for the management and
committees.
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8. LOCATION AND VENUE
As noted previously, the largest concentration of MSME enterprises in the construction
sector are located in Lilongwe and Blantyre. These two large business centres in Malawi
provide easy access to commercial activity, service providers (including lawyers,
consultants and accountants), infrastructure, logistics, and a supportive and vibrant
business community both public and private. The need for level 2 and level 3 small
enterprises to be near their markets, and the fact that the largest concentrated markets
are in Blantyre and Lilongwe, provide the motivation for the incubators to be located in
or near these two cities.
The pilot incubators will have offices for staff, meeting areas and a training area. More
specifically the proposal is for:







four offices of approximately 10 sq m each = 40sq m for staff and manager
one meeting room of approximately 40 sq m
one hot desk of approximately 50sq m
twenty individual work stations for participants with access to the internet, and
links to laptops, tablets and phones
between five and ten smaller meeting or office rooms, 20 sq/m each;
access to meeting spaces and shared facilities such as internet access, library,
printing, copying and scanning, which will be necessary to improve the credibility
of the programme participants in face-to-face negotiations and proposal
preparation; the aim will also be to improve self-reliance for market understanding
through online browsing and so on.

Initially, the incubators will use the workshop, equipment and machinery of the TEVET
institutions. Plans will be put in place to source funding to build or rent their own
workshops, as this would be a source of revenue for the incubators.
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9. IMPLEMENTATION APPROACH
9.1. Incubator Development Plan: Phasing the Approach
The business incubator development process will be a phased process that allows the
building of a solid foundation. The rate of phasing is premised on budgeted funding and
attaining the income projected.
9.1.1. Year 0
An incredible effort will be needed to recruit and position staff, establish facilities and
plan and prepare the recruitment of the programme participants. These activities can
realistically take at least six months or longer, depending on the activities proposed and
the capacity of human resources.
As such, the incubators conservatively will allocate year 0 for developing the first support
activities. It is planned to begin with extensive awareness-creation programmes and a
pre-incubation pilot for sixty participants during the latter part of year 0. However, there
are neither financial income expectations nor measurable entrepreneur growth targets
during this period.
Year 0 will result in the following:







staff recruitment, orientation and training
facility development and finalization of acquisition of capital equipment
partnering process agreed on and activated
the business incubator operating processes put in place
awareness-creation in the two areas of initial operation in Lilongwe and Blantyre
a first pre-incubation programme (involving sixty young entrepreneurs for two
months) in the last quarter to identify the level 1 intake in Year 1 and test the
operating processes of the incubator and staff.

Even before the pilot incubator programmes begin, preparation for the establishment of
the governance and management structures should start. At the planning and
implementation stage, the STEP project role will be to provide the technical guidance to
plan, resource, and operate the incubators successfully. The aim would be to guide the
board and the incubator management (once hired) through important milestones such
as developing and executing a governance framework, participant selection, services and
marketing, and monitoring and evaluation (M&E).
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Table 6 shows the staged roll-out programme for the incubators. The first year of
implementation activities (year 0) will be a critical time for establishing the incubator
structures and making key hires. The majority of the incubator programmes will begin
with the opening of the incubators in the fourth quarter of the first year.
Table 12: The pilot incubator year 0 implementation plan
1st quarter

2nd quarter

3rd quarter

4th quarter

Interim board formed
Secure consensus among key stakeholders
on the purpose, type and mission of the
incubator
Facilities secured
Facilities refurbished
Project plan completed
Legal structures established
Incubator manager hired
Business plan
Partnership agreements
Monitoring and evaluation (M&E) systems
developed
Staff hired
Marketing plan developed
Opening ceremony
Programmes begin (Ist
incubation programme

cohort

pre-

Source: developed by the author.

9.1.2. Year 1
Year 1 is a key year as the incubators begin to support the selected young entrepreneurs.
The emphasis will be on strengthening level 1 participants to create a reasonable pipeline
for the years ahead. The first cohort of participants will finish their pre-incubation at the
end of January. They will start the incubation phase in February of year 1. The first cohort
will finish their incubation (level 2) at the end of the first quarter and move on to the post
incubation phase in April of May of Year 1 will be a key period as the first group of
enterprises complete the business incubator programme at the end of the first quarter.
Awareness-creation will extend from the initial colleges of Soche and Lilongwe to other
technical colleges.
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Table 13: Proposed year 1 implementation plan
1st quarter

2nd
quarter

3rd quarter

4th quarter

Incubation programme
(Ist cohort)
Recruit 2nd cohort for
pre- incubation
Ist cohort exit
programme

the

2nd cohort start the
pre-incubation phase
2nd cohort start the
incubation phase
Recruit 3rd cohort for
pre-incubation
2nd cohort graduates
and
exits
the
programme
3rd cohort starts preincubation
Awareness- creation

9.1.3. Years 2 and 3
Years 2 and 3 will continue the development initiated in year 1. This includes continuing
support for level 1. Those completing the programmes will be encouraged to contribute
something to the incubators. It is planned that by year 3, the pilot incubators will have
stimulated entrepreneurial development and encouraged the development of a strong
participant pipeline (either directly or through partner organisations).
If the participant pipeline is still limited in Year 3, the incubator will not be able to focus
on level 2 and 3 participants. It will continue to operate as it had in Year 1.
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Table 14: Proposed years 2 and 3 implementation plan
1st quarter

2nd quarter

3rd quarter

4th quarter

Incubation programme (3rd
cohort)
Recruit 4nd cohort for preincubation
3rd
cohort
programme

exit

the

4th cohort start the preincubation phase
4th
cohort
start
incubation phase

the

Recruit 5th cohort for preincubation
4th cohort graduate and exit
programme
5rd cohort pre-incubation
programme
Awareness
Evaluation

The implementation approach is designed to first, cultivate local ownership, and second,
build the local capacity necessary to plan, resource and operate the business incubators
successfully. The STEP project will provide support for the first few years to assist the local
team and partners, gradually decreasing its assistance as the capacity of the team
increases.
To cultivate local ownership and commitment, it is suggested that the local stakeholders,
especially government, contribute a percentage of the total start-up costs even though
donor financing could be available for the full amount of the upfront investment required.
The funding made available by the European Union should be structured as seed
financing, and is intended to start the incubators and reach the stage of generating
revenues that can cover the ongoing operating expenses. The implementation phase will
only start when the necessary local co-financing has been secured.
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Another way of creating ownership will be to ensure local and regional representation of
stakeholders in the different committees, and engagement of these in networking,
entrepreneurship and business support as well as training. During years 2 and 3 an effort
should be made to develop and sustain the local network and ensure efficient governance
of the pilot incubators.
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10. FINANCIAL PLAN
10.1. The Financial Plan for the Incubator
As discussed in the implementation plan, the STEP project role at the implementation
stage will be to provide technical guidance to the incubators’ boards of directors and the
incubator managers to plan, resource, and operate the incubators successfully.
The income-generating component of the incubators will be a mix of fees paid by
participants and service charges.34 The model requires that students and graduates in
level 2 and 3 pay a modest contribution of US$100 for entry in the programme.35 In
addition, they also pay for other services such as photocopying and printing. Based on
the focus group discussion with students there was a ready acknowledgement of the need
to pay for services.
It has been foreseen that year 0 is needed to allow complete planning and setting-up (at
least in the first three quarters). During year 0, expenses will be incurred. For example, the
salary of the CEO, business advisory manager, and the training manager-are necessary to
do the preparatory work. In year 1, the incubator will mainly recruit two support staff.
An indicative cost–benefit analysis is presented in this section. It should be noted that
many of the figures presented are only rough estimates. These estimates might have to
be revised repeatedly when preparing the project proposal and business plan for the
proposed pilot incubators.
Only about one out of five business incubators generates all the funds needed to support
its facilities and mission through generated revenue. Most receive operating subsidies
from economic development organisations or donors. The feasibility analysis presents
two funding scenarios for the pilot incubators:



Scenario 1. Low road: based on the assumption that the participants will not pay
fees.
Scenario 2. High road: based on the assumption that the participants will pay a
token contribution of US$100 for phase 2.

A list of possible services and charges is provided in Annex 4.
The US$100 fee per programme is quite reasonable based on the fact the average cost for a five-day training
course provided by NCIC is US$50.
34
35
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10.2. The Operational Costs of the Incubators
The costs are divided into two categories, investment costs and operating costs:
The investment cost is related to:













The physical facilities or premises (building, renovation, fixtures and fittings). As
indicated earlier, there will be a need for office space for the incubator staff, a
workshop and meeting rooms. As part of the start-up phase, there might be a need
to renovate the premises, and so renovation-related costs are included in the
premises costs for the first year as investment costs. If the two TEVET colleges
cannot provide premises, it is recommended that premises are rented to ensure a
fast take-off for the two incubators.
Other investment costs include equipment costs, encompassing computers,
printers and other office equipment, and workshop equipment and machinery for
use by the participants.
Human resource costs: this includes recruitment costs.
Other costs: in addition to the above, the incubators will be required to purchase
a utility vehicle.
Source of investment funding: It is assumed that the STEP project and Malawi
Government are potential sources for the investment funding.
Operating costs will include personnel costs, administrative costs, marketing
costs, recruitment costs and training materials.
The personnel costs include salaries and salary-related costs of the incubator
staff, while administrative costs include, for example, accounting, invoicing, and
auditing related to secretarial services.
Marketing costs relate to web page development costs, phone, internet, travelling
costs, advertising, public relations, brochures and other marketing material.
Administration costs include stationery, printing, motor vehicle expenses,
accounting, audit, legal, insurance, staff training, travel and utilities.
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Table 15: Investment and operating costs for one pilot incubator (US$)36
Costs

Year 0

Develop Plan

1,500

1,500.00

Renovate
infrastructure

15,000

15,000.00

Construct
infrastructure

25,000

25,000.00

25,000.00

25,000.00

100,000.00

Staff costs

5,000

8,000.00

8,000.00

8,000.00

27,500.00

Training materials

5,000

15,000

15,000

15,000

50,000.00

Procure
vehicle

Year 1

Year 2

Year 3

utility 50,000

Total costs

50,000.00

Administration
including utilities

2,500.00

5,000.00

5,000.00

5,000.00

17,500.00

Marketing
(outreach)

3,000.00

5,000.00

5,000.00

5,000.00

18,000.00

Equipment,
machinery
furnishing37

95,000

Recruitment
participants
Seed fund

95,000.00

&
of 2,000

10,000

10,000

20,000

10,000

32,000.00
20,000.00

Source: compiled by the author.

36
37

The estimates (staff salaries, utilities) are based on prevailing rates in Malawi.
The possible equipment and machinery is listed in Annex 5.
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10.3. Potential sources of income and contributions
10.3.1. General aspects
Should the STEP project not be able to fund the concept and proposal, it will have to be
presented and discussed with key donors that are active in Malawi in the construction and
women’s services areas. The donors and development partners that could approached
include the European Union, Government of Malawi, USAID, UK Department for
International Development, World Bank and ADB. Given the significant socio-economic
impact, gender focus and the fact that the model seeks self-sustainability, it should prove
exciting for development partners who support private-sector development.
10.3.1.1 Creating sustainability
The pilot incubators have the potential to generate income and become sustainable within a
period of two to three years.

The incubators could become sustainable under the following conditions:



The government or a donor provides seed funding in form of a grant.
The incubators gradually generate enough revenue to cover their ongoing
operating expenses through income-generating activities, fees paid by
participants and equity.

The sustainability can be supported through the provision of additional services to participants
and external clients, the establishment of income-generating activities, fees from participants, and
through engaging stakeholders in activities and training on a voluntary basis.

10.3.2. Additional service provision to participants and external clients
The business incubators have the potential to provide services in the pre-incubation period, the
incubation period and the post-incubation period to external clients, as shorter programmes
targeting specific clusters of entrepreneurs, or delivered to another service provider’s clients.
Such services could delivered using the pilot incubator venues or as part of an outreach
programme. Examples of such services are provided below.
The majority of the services described below will be part of the packages provided during the
pre-incubator, incubator and post-incubator programmes. Some services such as internet access,
copying, and long-term use of office space and conference rooms should also be paid for by
participants.

Delivery of training workshops and counselling: the incubators will offer training,
consulting, counselling and workshop services to:


Other service providers or education institutions, charging a reasonable fee for the
service. The income from this source may not be significant as staff and
management must first and foremost pay attention to their incubator jobs.
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Graduates from the incubator programme who do not enrol in the post-incubator
programme but want to access ad hoc services and advice from the business
incubator experts.

10.3.3. Venues and facilities
The incubators will offer several different venue packages, designed for different groups
of participants and external clients:













Walk-in hire of office work space: designed for participants or external clients who
need to access the internet, or use a temporary work space or meeting space.
Daily rent of office space: designed for participants or external clients who work
on short-term projects, have meetings with customers, or need access to the
internet and office facilities on a daily basis.
Weekly rent of office space: designed for participants or external clients who
individually or in groups work on projects, and need meeting and office facilities
on a weekly basis, but are not in need of long-term access to office or meeting
facilities. This group of clients will typically be in the process of establishing their
business, or it will be newly established.
Monthly rent of office space: designed for participants or external clients who have
established a business, and have a need for office space for management and
administration purposes, or for meeting customers, or for delivering services
requiring office rather than workshop space.
Long-term rent of office space: designed for participants or external clients who
have established and sustained their business, to a level where they generate a
steady income and ae in need of office space over the long term.
Hire of a conference room or workshop space: designed for participants or external
clients who need a larger venue during weekends, evenings or after office hours,
for activities such as training, large meetings, workshops and social gatherings.
Income-generating activities: the incubators should generate income from delivery
of services such as a café, sales of soft drinks, internet access, printing and
photocopying.

10.3.4. Participant fees
Both financial and social sustainability should be considered for the successful
implementation of an incubator. The nature of the incubators is that they will
continuously accommodate participants who are engaged in starting up a business.
A significant source of income for the incubator is fees from programme participants.
There are several different models for fees, each of which has pros and cons.


Royalties: under this model participants agree to pay a percentage of their turnover
growth to the incubators. The advantage for entrepreneurs is that payment is
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delayed until cash flow increases. The disadvantage is the risk that turnover will
not increase, or the business will fold, and no payment will be made.
Membership fees or contribution fees: participants pay a fixed periodical fee. The
advantage is that this ensures a steady cash flow for the incubators. However, the
participants must have the cash to make the payments. This model also provides
less incentive for the incubator management to ensure maximum growth of the
new businesses.
Equity: the incubators acquire an equity stake in the businesses set up by
participants. This model is attractive to entrepreneurs because there is no upfront
payment. The disadvantage is that exit from the incubator can be problematic, and
dividend income could be very small.

There is an unavoidable trade-off between providing support to participants with limited
funds, and the financial sustainability of the incubators.
Given the current conditions in Malawi, the most feasible model for sustainability is
considered to be membership or contribution fees. That is why the ‘high road’ model
proposed in this feasibility study is based on contribution fees, designed to ensure
breakeven in year 1. The cost-recovery model is also justified by the capacity and
willingness of the target participants to pay the incubators a modest contribution of
US$100 per programme once they start operating their businesses in levels 2 and 3. As it
has been indicated, the ‘low road’ scenario would not lead to sustainability and would
require perpetual subsidies from either the government or development partners.
The financing required to initiate the incubators will be provided in the first two years,
with any income generated during this period being banked. The front-loading of external
investment will allow the management to focus on the development of the incubators. It
also allows for the model to be changed, if it becomes clear that after two years that the
income-generation targets are not likely to be met. Changes can be made before the
incubators need to rely on their income-generating streams in later years. On this basis
and assuming a financial investment of US$266,500, the incubators will be able to break
even in year 1
Flexible models for fees payment
a.

Fees to participants for special/individual services

These are services that help participants to raise money and sell products. An example is
assistance in making grant or loan applications. Participants may pay for the service in
advance or out of the money they receive. These services will vary according to the needs
of the individual entrepreneurs. The charges will be flexible, ranging from MWK1,000 to
MWK10,000 depending on the complexity of the services. Repeat customers could be
offered a discount.
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b.

Fees for pre-incubation participants

Participants in the pre-incubation programme services may require services such as
business training and preparation of business plans. The incubator may set aside some
space for groups of individuals who might become participants in the main programmes
after a basic preparation programme. This group might be able to pay very small fees.
These services are indicated in Table 8.
c.

Fees for the incubation phase

There should be a standard fee for the incubation programme: US$100 per month per
participant is proposed. The services covered are indicated in Table 9.
d.

Fees for post-incubation, special projects and community activities

The incubator might see a special need in the community which it can meet on a fee basis,
such as a series of talks open to the public, short training programmes, use of conference
rooms and audio-visual equipment. These services are indicated in Table 10.
10.3.5. Volunteer contributions and corporate social responsibility
The pilot incubators have potential for engaging local and regional stakeholders in their
training, workshop and awareness-raising activities on a voluntary basis. They should
invite the corporate sector to sponsor tuition fees, workshops, training and awarenessraising activities. Table 16 provides an overview of potential volunteer and corporate
social responsibility initiatives. These potential sources of revenue have not been
modelled at this stage.
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Table 16: Overview of potential income sources
Type of activity

Detailed explanation

Guest speakers, fairs, Specialists from the private and the public sector might offer
workshops
and to assist with workshops, training and events without payment,
training
either on an ad-hoc basis or for an agreed number of sessions.
Contributions to fairs, Stakeholders might provide in-kind or cash contributions for
workshops
and incubator fairs, workshops, training or awareness-raising
training
events. Such contributions can include promotion materials,
advertisements or provision of a venue.
Pro-bono services for Stakeholders can offer pro bono services to participants, in for
participants
example accounting, banking advice, investment, legal
support or patent applications. Such services could be offered
either for free or at a subsidized rate.
Providing free venue Stakeholders might be able to provide free or reduced-rate
or workshop space
work space for participants.
Mentorships

Support
innovation
technology
development

Stakeholders could volunteer to mentor individuals or groups.
Mentorships can be of a general nature, covering various
aspects of business development and management, or can
target specific areas such as market analysis, development of
prototypes or financial management.
for Stakeholders can offer support, expertise or funds for business
and innovation or technology development, either for free or for a
reduced fee.

Use
of
business Stakeholders all have professional networks that can be
network to generate activated for different purposes, for example cash or in-kind
resources
donations, mentorships, participation in events, engaging
participants in subcontracting, and expert support.
Franchising
and A company may be involved in business franchising, taking on
apprenticeships
one or more participants as a temporary business apprentice
or trainee, providing a salary or contract payment and at the
same time offering mentorship and technical advice.
Sponsorships

Stakeholders could act as sponsors, paying fees for the
incubator programmes or providing/paying for materials or
equipment.
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10.4. Cash Flow Forecast
The cash flow forecasts in this report for the first three years of operation of the pilot
incubators assess their ability to become financially sustainable under the two scenarios.
A number of assumptions have been made, of which the most important are:







Management: The incubators will have qualified and capable management, as this is
a critical factor in their success. Poor management may affect the quality of
programming, recruitment of participants and general operation.
Grant and financing: The incubators will receive a grant from the STEP project to
finance development costs, of approximately the amount estimated.
Expenses: The expenses will approximate those assumed.
Revenues: The estimated revenues are intended to be conservative.
The governance and management structure remains the same in the two scenarios.

Scenario 1: ‘low road’
In this scenario, it is assumed that the two TEVET colleges provide the initial building for
the incubators, which pay no rent on the building. Participants in the incubator
programmes pay no fees. However income will be required to renovate the building and
meet running costs.
In addition it is assumed that under this scenario, the incubators will levy some service
charges from Year 1. The cash flow scenario for this scenario is shown in Table 17. Note
that the cash flow projection only takes into account operating costs: that is, those that
occur on a regular basis such as employee salaries, utilities and supplies.
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Table 17: Scenario 1: ‘low road’ cash flow projection with no cash grant for students
Year 0

Year 1

Year 2

Year 3

Fees

0

0

0

0

Other services

0

4,000

4,000

4,000

0

4,000

4,000

4,000

5,000

8,000

8,000

8,000

5,000

15,000

15,000

15,000

Administration
including utilities,
repairs
and
maintenance
2,500

5,000

5,000

5,000

Marketing
(outreach)

3,000

5,000

5,000

5,000

2,000

10,000

10,000

10,000

17,500

43,000

43,000

43,000

-17,500

-39,000

-39,000

-39,000

Revenue source

Cash inflow

Grant

Total cash inflow
Cash outflows

Expenses
Salaries
Training materials

Recruitment
participants
Total
outflow

of

cash

Overall position
Source: compiled by the author.

Financial sustainability is defined as covering ongoing operating expenses through
earned revenues. An initial investment of US$160,000 would be needed as start-up capital
under Scenario 1. Each incubator would then run at a loss of about US$17,500 in year 0
and US$39,000 per annum in subsequent years.
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Scenario 2: ‘high road’
In this scenario, it is assumed that buildings for the incubator will have to be constructed
and that participants will pay fees of US$100 per month, at least from level 2. (See above
for a discussion of alternatives to flat fees.) Fees could be charged separately for each
service provided, such as use of conference rooms and training courses, or there could
be a single charge to simplify accounting.
In addition, the incubators will charge fees for some additional services. In this case,
US$246,500 would be needed as start-up capital.
An additional US$20,000 would be required for the seed fund that is needed to support
early investments in the MSME sector for each of the pilot incubators. In total, US$266,500
is required.
In the ‘high road’ scenario the incubators run a loss of US$17,500 in year 0, and break
even in year 1 and subsequent years as shown in Table 18. The full involvement of the
government is critical for the incubators to succeed in bringing formality and take
advantage of government support programmes. Assistance from other public sector
organisations, for example providing equipment and knowledge, will be a key success
factor for the incubators.
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Table 18: Scenario 2, ‘high road’: cash flow projection for one pilot incubator
Year 0

Year 1

Year 2

Year 3

Fees

0

54,000

54,000

54,000

Other services

0

4,000

4,000

4,000

0

58,000

58,000

58,000

5,000

8,000

8,000

8,000

5,000

15,000

15,000

15,000

Administration
including utilities,
repairs
and
maintenance
2,500

5,000

5,000

5,000

Marketing
(outreach)

3,000

5,000

5,000

5,000

2,000

10,000

10,000

10,000

Total cash outflow

17,500

43,000

43,000

43,000

Net position

-17,500

15,000

15,000

15,000

Cash inflows

Revenue/income
Grant

Total cash inflow
Cash outflows

Expenses
Staff salaries
Training materials

Recruitment
participants

of

Source: compiled by the author.
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11. OUTCOMES AND IMPACTS
11.1 Social and Economic Impact
Given the nature of the project, which is perceived as a public–private partnership, costs
and benefits have not been calculated on a net present value (NPV) basis. However, it is
envisaged that the incubator interventions will be felt across the construction sector and
other sectors, and will particularly benefit the actual participants. Employment creation
will be the most direct and easily recognizable impact in the medium and long term.
Social and economic benefits should be achieved through job creation and reduction of
unemployment levels, particularly among young people in Malawi.
The participants in the incubator programmes are expected to create 2,700 direct jobs in
three years. The social and economic costs of young people’s inability to participate in the
country’s economic activities are vast.38 If left idle, this group represents a short-term risk
to social stability and a long-term risk to the development of the nation’s economy and
the welfare of Malawian households.
Table 19: Projected impact on jobs and enterprises supported
Parameter

High-road scenario

Direct job created39

2,700

Indirect jobs created40

3,240

Enterprises supported41

540

Source: compiled by the author.

It is expected that more than 50 per cent of these new jobs will be taken by women. The
creation of jobs is by itself only one measure of impact. The associated training and
experience that supports these jobs will create a pool of workers who will be better placed
to support the growth of other enterprises.
The impact could catalyse significantly larger impacts than those that are estimated
above. The benefits could include increased household income, increased likelihood of
success for the incubated MSMEs, and enhancing the MSMEs’ credibility and ability to
38

This includes both taxes forgone and lost output. There are no estimates available for Malawi.
This is based on the TEVETA tracer study (TEVETA, 2014), which found that on average TEVET graduates who start
their own businesses create an average of about five jobs per enterprise.
40 Indirect jobs are those created in the supply chain of the construction sector. The figure is based on the
employment multiplier, the total number of jobs in an economy created for each direct job. The magnitude of
employment multipliers varies considerably and depend on many factors. In this study, we use the World Bank (2016)
employment multiplier of 2.
41 The Gemini Survey (NSO, 2000) indicates that the construction sector MSEs grow by 7.8 per cent annually. The
Annual Economic Report for 2017 indicated that the construction sector grew by 3.5 per cent in 2015, 3.4 per cent in
2016, 5.1 per cent in 2017 and 5.9 per cent in 2018.
39
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access capital from financial institutions. Other benefits might include the promotion of
entrepreneurship and a change of attitude among TEVET graduates Direct and total
economic impacts from this initiative would bring tangible benefits to young people,
especially women, in Malawi.
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12. MONITORING, EVALUATION AND PLANNING
12.1. Monitoring and Evaluation
A range of qualitative and quantitative measures are required to evaluate both internal
performance and outcomes. The core of the monitoring and evaluation (M&E) system
should be the assessment of performance against key performance indicators (KPIs).
Organizational indicators can act as a basis for the development of KPIs for all staff. The
KPis generally relate to four key performance areas (KPAs):
1. Customers
2. Financial
3. Human resources
4. Innovation.
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Table 20: Overview of monitoring and evaluation parameters
Focus area

Indicator

Measurement

Frequency

Customers
and services

Percentage of satisfied
customers
(survey
should also request and
review suggestions for
improvement)

Bivariate42 client satisfaction survey with all Annual
participants. A bivariate survey measures the
satisfaction for particular service elements as well
as their relative importance to each individual. The
first survey sets the baseline for subsequent
improvement.
Workshop and events: evaluation of satisfaction, Every
content and presenters
event

Roles
and
responsibili
ty
Consultant/
management

workshop

and Staff

Percentage
of # of customers by services
customers satisfied with
Customer satisfaction with services
services
Participants’ Financial performance Outcomes survey
Annually
business
of
participants’ Turnover
performance businesses
Employment (number of jobs created by the
Number of jobs created incubator companies)
Number of companies Wages paid by the incubator companies
formed
Investment

Management
/steering
Committee

Business survival: a target could be 80 per cent
of new businesses established surviving for at
42

Bivariate is a relationship between two variables.
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Percentage increased
revenue over a one-year
period after incubation

least three years after they no longer use the
service (the monitoring period). Business growth:
by comparing annual figures.43
Formal participant performance reviews, for those Frequency set on entry, Management
participant in the growth category, noting that but typically quarterly
/steering
informal contact with participants on a daily basis
Committee
is still crucial

Number
of
new Number of participants compared with the target Monthly and quarterly Management
participants,
industry for:
reporting to the board
and type (service or
 workshops and training
technology)
 general business support
 growth business support,
Financial

Efficiency parameters Budgets vs actual and variances
for
financial
management

Quarterly reporting

Human
resources

Staff
satisfaction Bivariate independent staff satisfaction survey: Annually
parameters
first survey sets the baseline for improvement.
Anonymity is crucial.

Innovation

Number
of
programmes
implemented

CEO
and
finance
officer
Management

new Progress in developing and implementing new Annual
review
and Management
programmes.
business
plan
and /steering
specified new projects
committee

Source: compiled by the author.

.

43

The parameter could be part of the NSO surveys of MSEs.
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12.2 Planning
Planning will involve stakeholders, the steering and executive committees and the
management team. It will encompass the needs of the entrepreneurs and the desired
outcomes of the stakeholders. Annual planning will be implemented for strategic and
business planning, involving the board, informed by the management review of
performance.
Table 21: The pilot incubator planning scheme
Planning

By whom

When

Strategic planning

Steering committee, Annual
management, and biannual
stakeholders

Output
or Annual plan
Annual budget

Business planning and Management;
Annual
annual budget
approval by the
steering committee
Sustainability44

Management
and As part of the
steering committee
annual business
planning

Programme review

Management

To inform the
annual business
planning

Source: compiled by the author.

44

Compared with business plan projections for the accrual income per year, actual expenses per year, years to
break even, and years to show cumulative surplus, number of graduating and drop outs over the given years.
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12.3. Reporting
To ensure good governance and to facilitate stakeholder involvement, regular reporting
mechanisms will be instituted.
Table 22: Pilot incubator reporting scheme
Reporting
Management report
steering committee

By whom

When

to Management will prepare Quarterly
and submit a report
addressing the KPIs for
consideration by the board
at quarterly meetings

Annual report

Management will prepare Annual
and submit a report
addressing the KPIs for
consideration by the board
at either its final meeting
each year or the first
meeting in the next year

Management liaison with CEO/manager and the chair Minimum monthly and as
the chair of the steering of the board
required
committee
Programme review

Management to feed into Annual
the final management
report each year and the
annual report

Source: compiled by the author.
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13. RISK ANALYSIS
Table 23 captures the risk and mitigation plan for the pilot incubators.

Table 23: Risk analysis
Risk

Impact

Likelihood

Failure
of
the Financial
model High
participants to reach underperforms/reputati
growth targets
onal damage

Mitigation
Realistic modelling
Good phasing
Extensive linkages
High-calibre
management
Good
procedures

selection

Incubator performance
Relevance and quality of
services
A significant delay in Objectives not met Medium
establishing the pilot within timelines and
incubators
funders
and
stakeholders withdraw

Improved
communication with and
between stakeholders
Support
of
key
government officials
Planning, management
and monitoring

Failure to attract Funding
sufficient participants underperforms

model Medium to high

Excellent
activities
Demonstration
benefits

marketing
of

Modest target for intake
per annum
Accurate
assessment
Management failure

Inadequate
provision

service Medium

Poor quality of services,
low performance

market

Adequate funding to
attract
high-calibre
management
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Poor
financial
management

A
system
of
staff
meetings
based
on
regular reporting

Inadequate
staffing,
and poor skills base of
staff

Selection of high-calibre
managers
Implementation
of
adequate and relevant
management
and
administration
system
and procedures

Steering
failure

committee Inadequate
leadership/governance

Low

Committee selection
Committee training

A
dysfunctional
committee
emerges
because of overly large
numbers for decisionmaking; uneven grasp
of incubator among
members; inadequate
induction
of
new
members; incomplete
information; divergent
interests not reconciled

High-calibre
management

incubator

Structure:




Operational rules and
procedure manuals in
place
Creation
of
high
functioning
steering
committees

Oversight:
Committee
members
jointly
set
key
objectives
and
milestones for each
year
and
monitor
results
Management:
 Orientation workshops
for
committee
members




Source: compiled by the author.
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14. CONCLUSIONS AND RECOMMENDATIONS
The study has shown that the establishment of pilot business incubators at Soche and
Lilongwe Technical Colleges will fill a critical gap and accelerate the acquisition of
employment-related skills by young women and men and their integration into the
economy and hereby contribute to addressing the problem of youth unemployment). It
will also open the pathway to a demographic dividend for development that will improve
Malawi’s competitiveness, raise household income, reduce poverty and create favourable
conditions for investment and inclusive growth.
The students interviewed indicated their willingness to participate and pay for the
incubator services.
International experience has shown that for incubators to be effective in supporting
enterprise development, they should themselves be entrepreneurial and businessoriented. This requires that they are professionally managed, have an effective board,
focus on their core function of business development, are self-sustaining, and set clear
terms and conditions to avoid participants’ tendency to become over-dependent on the
incubator staff. Based on the results of the feasibility study, the following
recommendations are put forward relating to the establishment of the pilot incubators.
Sector to be included in the incubators
During the feasibility study of the STEP project, an analysis of the skills development
needs of the key economic sectors (tourism, mining and agro-processing) showed a high
demand for skilled technicians in the construction sector. This is a cross-cutting sector
which supports the above-named sectors as well as other parts of the economy. Based
on this analysis and taking into account that other development partners are focusing on
other sectors, it is proposed that this programme should focus on the construction sector.
Participants in the incubator
The incubators will focus on graduates from TEVET institutions, in a diverse range of
construction-related occupations, including bricklayers, carpenters and joiners, painters
and decorators, plumbers and electricians. These will be given an entrepreneurial
platform to commercialize their vocational skills, to enable them to develop from being
‘job seekers’ to ‘job creators’. The incubators will strengthen the capacity of the
participants to engage in entrepreneurial activities. It is envisaged that at least 50 per cent
of the participants will be women.
Model of the incubator
The pilot incubators will pursue a mixed operational model, offering both physical
resources and virtual services. It is expected that business development services will be
provided both from a physical location at the two colleges, and through outreach. This
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will revolve around advisors and trainers travelling to other locations on regular schedules
to meet participants. The incubators’ revenue-generating model will be based on fees
and service charges.
Location of the pilot incubators
It is proposed that the pilot incubators are established in Lilongwe and Blantyre. These
two large business centres in Malawi will provide easy access to commercial activity,
service providers, infrastructure, logistics, and a supportive and vibrant business
community both public and private. Small enterprises need to be near their markets, and
the largest concentrated markets in Malawi are in Blantyre and Lilongwe.
Services of the incubator
The business incubators will provide programme participants with specific service
offerings designed to position them for growth. The main areas will be training and
business advisory services, which will focus on both business skills and life skills. Finance
facilitation will consist of two areas: access to a seed fund, and commercial loan facilitation.
The incubators will also provide business information, facility and communication infrastructure,
and a workshop with appropriate tools, equipment and machinery.
Sustainability of the pilot incubators
This report has introduced two scenarios for the economic development of the pilot
incubators, the ‘high road’ and ‘low road’ scenarios.
Development support will be needed, as the incubators will require an initial investment
estimated at US$246,500 plus US$20,000 for a seed fund (a total of US$266,500).
The incubators will break even in year 1 under the ‘high road’ scenario. The main sources
of income will be programme fees and charges for service. This does not envisage
repayment of the initial support funding.
Under the ‘low road’ scenario, which assumes that course fees will not be charged, the
incubators would not become self-sustaining and would require continuing subsidy. If
there are no prospects of development support, the incubators could only become
sustainable by relying on free services from the host institution and other government
agencies such as TEVETA, NCIC and SMEDI. On the other hand, the “high road” scenario
that participants will pay for services. It is proposed that participants be requested to pay
a contribution fee of US$100 per month in the incubation and post incubation phase, but
could be increased to cover operating costs in subsequent years depending on demand.
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Number of participants in the incubator programmes
The target is to recruit sixty participants in the first six months. Subsequently there will be
three intakes of sixty each year, making a total of 180 participants a year. The whole
programme will last for six months: including two months for pre-incubation, two months
for incubation and two months of post-incubation support (see Figure 5).
Figure 5: Flowchart for participants
Year
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1
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Sept
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1

2

2

2

2

2

2

2

2

2

2

2

Pre-incubation
Incubation
Post-incubation
Pre-incubation
Incubation
Post-incubation
Pre-incubation
Incubation
Year
Post incubation

Cohort 1
Cohort 2

Cohort 1 of participants through a 6-month
programme

Cohort 2 of 60
monthsprogramme

Cohort 3

participants

through

6-

Cohort 3 of 60 participants

Governance and management of the incubator
The incubators will be governed by a steering committee which will be the supreme
decision-making body and will guide the overall mission and programmes. The steering
committee will meet twice a year, and will have from ten to twelve members.
The steering committee will have at least two sub-committees, an executive committee
and an investment and finance committee. The executive committee will have four
members and will meet monthly to assess progress and to recommend future directions
to the incubator manager. It will also advise on selection of participants and their exit
from the incubator. Its role is not to run the incubators or play an operational part. The
investment and finance committee will also have four members, and be responsible for
overseeing financial issues.
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Lead partners and supporters
There will be a need for a lead partner and other bodies that provide support. While the
Ministry of Labour and Manpower Development will be considered as the lead partner,
the STEP project will be the lead local implementing partner. Other partners should
include the Ministry of Trade and Industry, SMEDI, TEVETA, Malawi Industrial Research and
Technology Development Centre and NCIC.
Development of a monitoring, evaluation and tracking system
A monitoring, evaluation and tracking system will be developed. Monitoring by
management should be done daily, and progress reports provided to the executive
committee every three months. The reports should be distributed to all the stakeholders.
There should be a formal evaluation of the pilot incubators at the end of the first and
third years of operation. A tracking system will be developed for all programme
participants, whether they are successful or not.
Development of a full proposal and business plan
The proposed figures in this report are provided for guidance. A full project proposal
needs to be developed as the basis for starting the pilot incubators, as does a business
plan outlining ongoing operations.
Exit strategy
An exit strategy should be developed to cover occasions when participants are required
to leave the incubator voluntarily or on a compulsory basis. Three options are available.




The participant is dissatisfied with the programme and wishes to terminate it. The
individual should be allowed to leave the programme.
The participant fails to keep the incubator rules, and will be expelled.
The participant feels their business has developed sufficiently to not require further
support: such individuals have a right to leave the programme.
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Annexe 1: List of people interviewed and consulted
No

Name

Organization

1

Edward Koloviko

National expert, CAADP/ ATVET, GTZ

2

Mr Josiah

Deputy Principal, Soche Technical College

3

Mr Mpando

Staff , Soche Technical College

4

Mr Khofi

Staff , Soche Technical College

5

Mr Silumbu

Staff , Soche Technical College

6

Harry Chadza

Student, Soche Technical College

7

Malulo Hassan

Student, Soche Technical College

8

Yona Masauko

Student, Soche Technical College

9

Linda Liwembe

Student, Soche Technical College

10

Clifford Kuyokwa

Principal-Stephanos Vocational

11

Beyani Munthali

Executive Director ECAM

12

Mr Mvalo

Deputy Principal, Lilongwe Technical College

13

Mrs Makuluni

Head of Commercial Studies, Lilongwe Technical College

14

Patrick Muhime

Projects Coordinator, Don Bosco Youth Technical
Institute

15

Nini Sula Moyo

Ministry of Labour and Manpower Development

16

Mr Harrison Banda

National Construction Industry Council of MALAWI

17

Mr Evans Mlelemba

Principal, Soche Technical College, Blantyre

18

Mr Dhuya Mtawali

Principal, Lilongwe Technical College, Lilongwe

19

Mr Edward Chilima

Manager, Small and Medium
Development Institute (SMEDI)

20

Denis Kalekeni

Malawi Congress of Trade Union

Scale

Enterprise
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Annexe 2: Overview of the stakeholders
Soche Technical College
Soche is a public technical college situated in the heart of the commercial city of Blantyre.
The institution provides technical and vocational training up to advanced craft and
diploma level. The college caters for boarding and day-release students through generic
and part-time/parallel programmes. These aim at reaching many who need to access
technical and vocational training.
The college has three main departments: commercial, construction and engineering. The
construction department offers training in painting and decoration, and plumbing. The
engineering department offers training in textile and design, automotive mechanics,
electrical installation, welding and fabrication, refrigeration and air-conditioning, general
fitting and other trades. The commercial department offers mainly business courses
including accounting, administrative studies, procurement and entrepreneurship.
Lilongwe Technical College
This college is situated opposite the Biwi light industrial area in Lilongwe. The college has
four departments: engineering, automobile, construction and commercial. The
engineering department offers training in welding, general fitting, electrical installation,
and air-conditioning and refrigeration. The automobile department offers courses in
motor vehicle mechanics and vehicle repairs, while the construction department offers
courses in plumbing and woodwork. The commercial department offers courses in
business studies including ICT and journalism.
Stephanos Vocational Training Centre
This private TEVET institution was established in 2002 to offer informal courses in
bricklaying and carpentry for Malawian young people, especially those in rural areas. The
institution is registered by TEVETA. In 2008, a number of formal courses were introduced
to supplement the informal courses. These cover solar and electrical installation,
plumbing and irrigation, hotel and tourism, tailoring and design, agriculture and
agribusiness, rural and community development, bricklaying and welding. The centre has
been able to train students sent by various NGOs including Save the Children and the
Malawi Lake Basin Project.
Small and Medium Scale Enterprises Development Institute (SMEDI)
The organization was formed after the merger of the Small Enterprise Development
Organisation (SEDOM), Development of Malawian Enterprises Trust (DEMAT) and Medium
Enterprise Development Institute (MEDI). It is a parastatal organization under the Ministry
of Industry and Trade, and was registered under the Trustees Incorporation Act (Cap 5:3)
of the laws of Malawi.
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Its focuses include entrepreneurship and business management, and training for start-up
and existing businesses; provision of business information to start-up and existing
businesses including operating a One Stop Information centre for start-ups and
established MSMEs; and facilitating linkages between MSMEs and financial institutions.
SMEDI also provides training, and focuses on entrepreneurship and business
management training, business coaching and mentoring.
National Construction Industry Council of Malawi
NCIC was established by an Act of Parliament in 1996 with the mandate to regulate,
develop and promote the construction industry in Malawi. It ensures that all contractors,
consultants, material manufacturers and suppliers, and other stakeholders in the
construction industry are operating within the governing rules as stipulated in the
National Construction Industry Act (NCIC Act) and the Codes of Ethics (2009). These
include registration of firms with the council, and commitment to professionalism and
ethical conduct by stakeholders.
In order to develop and promote the construction industry, NCIC undertakes various
activities, which include but are not limited to advising government on policy formulation
related to the industry that will facilitate growth and enhance professionalism,
standardization of construction contracts and procedures, training workers at both skilled
and contract management level, grading and monitoring of construction entities, creating
an environment that ensures quality of operations for all Malawian contractors, and
interaction and networking with local and international organisations to promote
research and information-sharing on technologies and best practices.
Employers Consultative Council of Malawi
ECAM represents over 277,000 members. Its primary role is the promotion, guidance and
protection of employers’ interests in labour, employment and socio-economic issues.
ECAM is recognized by the Labour Relations Act (LRA) of 1996 as a representative body
of employers. ECAM thus forms part of the tripartite system that oversees the labour
market in Malawi: the other bodies are the government as represented by the Ministry of
Labour, and the Malawi Congress of Trade Unions (MCTU).
ECAM represents employers in among other things the process of revising minimum
wages, and is the highest advisory body on labour issues, on the Tripartite Labour
Advisory Council (TLAC). TLAC advises the minister on issues relating to labour and
employment, freedom of association, international labour standards and human resource
development. ECAM is also part of the Industrial Relations Court (IRC), which provides
binding arbitration over labour disputes between employers and employees.
From time to time, ECAM collects and collates information on economic and employment
matters. In addition, it issues position papers and public statements of direct interest to
employers through mass media and appropriate fora. ECAM is also extensively engaged
in management development programmes.
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CAADP ATVET Project
Other initiatives visited included a GIZ project supporting TEVET in agricultural fields, the
Agriculture Technical and Vocational Education and Training (ATVET) project. This focuses
on strengthening ATVET in Africa and hence contributing to a professionalized,
productive agricultural sector. ATVET offers a solution to Africa's lack of trained and
qualified smallholder farmers. Income-boosting value chains were initially identified in six
partner countries. This has enabled the development of teaching and study materials
relevant to the labour market in collaboration with selected ATVET institutions. The
ensuing training and continuing education opportunities are geared primarily towards
smallholder farmers and young people in rural areas. ATVET is thus creating prospects for
Africa's young and growing population.
Jobs for Youth Project
The Jobs for the Youth Project is designed to provide a critical mass of human capital in
Malawi to meet the growing demands of the key economic sectors of agriculture,
manufacturing, ICT and small-scale mining. The project will help in filling a huge gap of
skilled artisans, master craftspeople and technicians required by industry. In addition, it
will help to develop young entrepreneurs, hence building synergies with support for
access to finance and skill development. The project will address the lack of an
entrepreneurial mind-set as well as weaknesses in technical and business skills and lack
of access to finance, among other issues that hold back would-be entrepreneurs. The
project builds on other projects such as the Higher Education, Science and Technology
(HEST) project, Competitiveness and Job Creation Project, and Agriculture Infrastructure
and Youth in Agribusiness Project. The project will support the establishment of eight
business incubators and provide access to finance. The target population comprises
university and college graduates, young men and women, out of school young people,
and young entrepreneurs looking to expand their businesses in the targeted sectors.
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Annex 3: Equipment, machinery and furnishings45
This is a provisional list of the equipment, machinery and furnishings that are likely to be
required by each incubator.

Type of equipment

Quantity

Estimated
cost (US$)

Electric saws

5

7500.00

Drills

5

250.00

Finishing sanders

2

300.00

Band saws

2

20,000.00

Sliding table saws

5

12,500

Other workshop equipment
Desktop computers

5

2,500.00

Laptop computers

3

2,400.00

Heavy duty Printers/photocopier

2

30,000.00

Tables

5

750.00

Chairs

12

2, 040

Cabinets

8

800.00

Telephone sets

6

300.00

Fan

8

400.00

Furniture for the incubator meeting 1 set
room

1,500.00

Desktop computers for the incubator

2,000.00

Total

45

11,760

4

95,000.00

The list is by no means exhaustive. The prices are based on Game Stores Malawi.
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Annex 4: Malawi’s population by age group

Source: UNICEF, 2018

Annex 5: Proposed cost of services and estimated income per year
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Service

Cost per unit (MWK) Unit

Photocopying
Printing

20
150

Email
10
Typing
and
secretarial services
250
Binding
and
laminating
5,000
Total income
At 1US$ = MK 740

Estimated
total
units per
year
4000
800

Total
(MWK)

265,000

2,650,000

per page

300

75,000

per page

100

50,000
2,975,000

per page
per page
per
minute

80,000
120,000

US$4,020.27
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