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Abstract
Efficient agricultural markets can be a bedrock for diverse economy-wide benefits ranging from improvements in resource use

to price stabilisation. However, as is the case with most developing and agrarian countries, Malawi’s agricultural markets are still

developing. This is mainly the case in the country’s legume markets, especially the bean marketing system. The current study

assessed the market efficiency of common bean traders in Malawi using a multiple linear regression model. By focusing on the

bean traders in the major markets in Malawi, the study departs from earlier research on bean marketing, which has placed

greater emphasis on the farmer. The findings reveal that traders in bean markets mostly use informal sources of market infor-

mation. Again, transaction costs such as transportation, storage, handling and distance to sources of bean reduce marketing

efficiency. The scale of the operation portrayed a positive influence on marketing efficiency. Access to credit significantly

increased marketing efficiency for both wholesalers and retailers. In addition, markets that are located in rural areas had a nega-

tive effect on marketing efficiency as compared to markets in urban areas, further agreeing with the focus of the National

Agriculture Policy (NAP) to introduce structured markets in rural areas. The study recommends adjustments in policies in

the NAP that would promote smooth access to reliable market information, especially in rural areas. The upgrading of the

rural road system and warehousing facilities should be promoted in order to lower transaction costs. This will enable bean

traders to expand their operations on a larger scale while also lowering expenses and increasing profits.
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Introduction
In agrarian economies, the efficient functioning of agricul-
tural markets has invaluable implications for the use and
distribution of resources countrywide (Frimpong et al.,
2015). Ideally, efficiency in agricultural marketing is
pivotal in facilitating the efficient flow of factors of produc-
tion, curbing price volatilities and ultimately improving the
general welfare of the population, inter alia (Frimpong
et al., 2015). However, the development of efficient markets
is a major challenge in many countries in sub-Saharan
Africa (SSA), including Malawi (Jones and Gibbon, 2011).
Malawi, an economy whose main thrust is agriculture, gener-
ally operates in an environment where her agricultural market-
ing systems are unreliable and rudimental (JICA, 2021).
Despite this, the country’s agricultural environment is rife
with crops that contain great market potential locally and inter-
nationally. One such crop is the common bean.

Common bean (Phaseolus vulgaris L.) is known to offer
multiple benefits including human health, livelihoods and
sustainable farming systems (Mapemba et al., 2019). In
human health, the common bean is a significant and affordable
source of dietary energy, fibre, protein and vitamins, calcium
and zinc (CIAT et al., 2013; FAO, 2018; Sichilima et al.,
2016). The blend of nutrients from the consumption of bean

is essential for improved nutrition outcomes, particularly for
consumers who are unable to afford animal-sourced nutrients
(CIAT et al., 2013). Therefore, to a degree, the common bean
is a valuable resource in hunger and food security considera-
tions of many countries (Tumeo et al., 2017).

Globally, bean is the most important food legume,
coming only second to groundnuts in some parts of
the world atlas (Farrow and Muthoni-Andriatsitohaina,
2020; Mtumbuka et al., 2014). In SSA, common bean is a
staple food for over 200 million people (Farrow and

1Department of Agribusiness and Entrepreneurship, University of

Livingstonia, Mzuzu, Malawi
2Department of Agricultural and Applied Economics, Lilongwe University

of Agriculture and Natural Resources, Lilongwe, Malawi
3Department of Law and Economics, Malawi University of Business and

Applied Sciences, Blantyre, Malawi
4Department of Agricultural Economics, Extension and Rural

Development, University of Pretoria, Pretoria, South Africa
5Department of Agribusiness Management, Lilongwe University of

Agriculture and Natural Resources, Lilongwe, Malawi

Corresponding author:
Moses M.N Chitete, Department of Agribusiness and Entrepreneurship,

University of Livingstonia, P.O Box 112, Mzuzu, Malawi.

Email: mozzychitete@gmail.com

1

https://orcid.org/0000-0001-7226-4927
https://orcid.org/0000-0001-6491-4088
mailto:mozzychitete@gmail.com
https://us.sagepub.com/en-us/journals-permissions
https://doi.org/10.1177/00307270231155256
https://journals.sagepub.com/home/oag


Muthoni-Andriatsitohaina, 2020). Over the past three decades,
there has generally been an increase in the global and regional
production of common bean due to an increase in the demand
for the crop owing largely to population increase in most parts
of the globe (Sichilima et al., 2016; Tebeka et al., 2017). The
global area under common bean cultivation has expanded
from 14.3 million ha in 1998 (Wortmann et al., 1998) to
33.1 million ha in 2019 (Azhar et al., 2021). Similarly,
global bean yield has increased in this period from 11.6 to
28.9 million tons (Azhar et al., 2021).

Africa has also seen general improvements in bean
production, as reflected in an increase in area under
bean cultivation and higher bean yields (Farrow and
Muthoni-Andriatsitohaina, 2020). In 2020, the common
bean was cultivated on 7 million ha on the African continent
(Farrow and Muthoni-Andriatsitohaina, 2020). In contrast,
bean was only produced on 3.2 million ha in 1998
(Wortmann et al., 1998). Similar improvements have been
reported for Southern Africa. Only 518,000 ha were allo-
cated to bean production in 1998 while in 2020, bean was
produced in an area covering a little over a million ha
(Farrow and Muthoni-Andriatsitohaina, 2020). The main
drivers of the increase in bean production, especially in
Africa, are identified as increased consumer demand,
intensification of bean production, good agronomic prac-
tices and the adoption of improved varieties (Birachi,
2012; Sichilima et al., 2016). Although the world has
reported a general upward trend in bean production, it is
noteworthy that some areas of the world such as eastern
and southern Africa have experienced fluctuations in bean
production over the years. These fluctuations have been
attributed to extreme weather, infestation of pests, lack of
institutional support and poor linkages to bean markets
(Farrow and Muthoni-Andriatsitohaina, 2020; Nkhata
et al., 2021; Tebeka et al., 2017). These drawbacks have fru-
strated efforts to develop the bean subsector to a point
where production is sometimes unable to meet local and
international demand.

Benefits of the bean crop transcend the promotion of
human health (Akibode and Maredia, 2012). The crop is a
significant source of income for all players in its value
chain (Farrow and Muthoni-Andriatsitohaina, 2020).
Further, the crop is convenient for small-scale, resource-
poor producers due to its ability to use less labour and
land resources during production. For instance, in Africa,
the crop is usually grown in intercropped cropping patterns
(Latati et al., 2016 as cited in Nkhata et al., 2021). Their
production can, therefore, strive in areas with limited land
resources. In addition, bean production in SSA is largely
done by smallholder famers who make use of family
labour, thereby, making bean a labour saving crop
(Birachi, 2012). The foregoing, coupled with their natural
ability to fix nitrogen make common bean a key player in
improving the quality of crop production systems (CIAT
et al., 2013; Nassary et al., 2020).

In Malawi, while bean production has increased over the
years, albeit occasional fluctuations, its production is still
relatively low and below potential relative to consumer
demand locally and internationally (Magreta and Jambo,

2012; Mtumbuka et al., 2014). Recently, Malawi produced
a yearly average of 152,000 tons of bean, harvested over
approximately 350, 000 ha of land translating to a national
average grain yield of 500 kg/ha (FAO, 2018). In 2010,
Malawi bean production was over 228, 880 2010 ha
(CIAT et al., 2013) with an annual mean yield of 106,219
tons in 2010 (Nkhata et al., 2021). The majority of bean pro-
ducers in Malawi are smallholder farmers who grow the
crop in cereal–legume intercropping or mixed cropping
systems (Birachi, 2012).

Despite decades of bean production in Malawi, the par-
ticipation of the crop in local and international markets is
still in its infancy. Policy and institutional efforts linked
to the bean subsector have largely focused on enhancing
bean production and productivity (Magreta and Jambo,
2012). Such efforts have emphasised the development of
new varieties associated with disease resistance, drought
tolerance, early maturity and high yields (Birachi, 2012).
Although these efforts have led to a substantial increase
in bean production adequate for consumption with surplus
for sale, little information is available regarding the per-
formance of bean marketing in Malawi (Birachi, 2012).
Current and projected increases in local and international
demand for bean (Birachi, 2012; Magreta and Jambo,
2012) necessitate that the country’s efforts cater to bean
production but even more so, to understanding the dynam-
ics of marketing of the crop so as to harness its market
potential.

Malawi developed the National Agriculture Policy
(NAP) in 2016 in order to provide a clear and comprehen-
sive guidance in the nation’s agricultural sector. The
country has in recent years made tremendous efforts in
ensuring the linkage between agricultural production and
marketing of agricultural products. These efforts stem
from market liberalisation, development of rural markets,
enhancement of market information systems and the estab-
lishment of agricultural commodity exchange markets
(Chitete et al., 2021). Nonetheless, agricultural commod-
ities in Malawi still face inefficient marketing systems,
and in some instances, missing markets persist, mostly in
remote areas (GoM, 2016). This has mainly been the case
for legume crops, especially bean. As such, the 2016
Agricultural National Policy (NAP) was set out (as one of
its main objectives) to facilitate the creation of structured
markets, especially in legumes. However, to ensure that
legume markets are efficient, there remains a need to under-
stand the determinants of legume market efficiency, particu-
larly the most consumed legume crop. The NAP recognises
that the focus on tobacco as the country’s main cash crop
has resulted in inadequate provision of infrastructure in
legume markets, which coupled with policy incoherencies
has mainly affected legume marketing. This later on
affects farmer participation in legume value chains (GoM,
2016). To incentivise farmer participation in legume markets,
studies that assess the legume markets with an emphasis
on understanding the drivers of market efficiency are
imperative in the design and implementation of policies
that aids the functioning of the NAP. The bean marketing
system in Malawi is largely informal and disorganised
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(Birachi, 2012). The market has neither enforceable stan-
dards nor specific bean policies to guide local trade
(Birachi, 2012). Small-scale informal private traders
(vendors) dominate the Malawian bean market both in
rural and in urban markets. Vendors play a significant
role in bridging bean production points and consumption
points. Vendors usually travel long distances to production
points in search of bean whose next destination is urban
markets – the biggest ‘demanders’ of the commodity.

Scholarship on agricultural markets in Africa has identi-
fied several key factors that affect the performance of
bean marketing system. These factors include consumer
demand, price, market location and grain characteristics
and access to finance (Birachi, 2012; Sichilima et al.,
2016). Consumer demand is one of the most important
drivers of the bean market through its ability to affect
prices (Sichilima et al., 2016). The price of bean has impli-
cations on the quantity traded among producers, traders and
consumers (Sichilima et al., 2016). The location of the bean
market is a key determinant of the transportation costs,
storage costs, handling costs, prices and level of demand
from the consumers (Sichilima et al., 2016). Further, grain
characteristics such as size, colour and general quality of
the grain have an impact on the quantity of bean demanded
as well as costs incurred in sorting and grading the com-
modity (Sichilima et al., 2016). Access to finance is
another important factor in bean marketing because it
impacts on quantity available on the market and demand
decisions from consumers (Birachi, 2012). Despite the
existence of literature on bean marketing efficiency in
some parts of Africa as demonstrated above, little research
has been carried out to understand the bean trading environ-
ment in Malawi and the key drivers of the efficiency of the
bean marketing system.

Therefore, this paper aims at identifying factors that
shape the bean marketing system in Malawi, particularly,
factors that affect bean marketing efficiency from a
trader’s perspective. Understanding these factors and
addressing how these factors affect bean marketing
dynamics (through policy formulation) has the potential
for improving bean market performance at national and
international markets leading to better incomes and liveli-
hoods for players in the value chain. The current study
will hence contribute to literature in at least three relevant
ways. Firstly, it will contribute to the growing yet small
literature on legume market systems in developing coun-
tries including Malawi, providing more insights on pos-
sible policy directions crucial in improving the market
efficiency of legumes in Malawi. Secondly, it will
provide an evidence base of the constraints in marketing
of legumes or bean, which are relevant in designing
market infrastructure that foster bean or legume market-
ing in the country. Lastly, the study will change the direc-
tion of policy attention, as most interventions in the
agricultural value chains in Malawi have been focusing
much on farmers only (Magreta and Jambo, 2012;
Mtumbuka et al., 2014; Mapemba et al., 2019), leaving out
traders who are equally very pivotal in the agricultural value
chains.

Materials and methods

Data sources
Lilongwe is a district and the capital city of Malawi located
in central region. It covers an area of 6159 square kilo-
metres. It is located 1050 meters above sea level with tem-
perature ranging between 18°C and 24°C. Approximately,
the district has 1,346,360 people. Lilongwe is one of the
districts that in most cases registers high bean production
and consumption.

Multistage sampling technique was employed to sample
bean traders. A list of bean traders in Lilongwe district
was obtained from Grain Legume Traders Association
(GALA). These are the traders who have been registered
under GALA. We opted for bean traders registered under
GALA to avoid opportunistic traders who switch between
business ventures. Mendoza (1995) and Ayieko et al.
(2014) report that there is no agreed technique for sampling
traders as most traders in agricultural commodities are sea-
sonal. Agricultural traders usually switch between business
ventures because most agricultural businesses depend on
season. Thus, it becomes difficult to characterise the
market of bean if we involve such categories of traders.
This is why a list of permanent bean traders was obtained
from GALA. The study, therefore, included only those
traders who have been in bean business for a long time.
There are 673 bean traders registered under GALA in
Lilongwe district. GALA provided a list of markets where
these registered traders would be found. Simple random
sampling technique was used to select 18 markets. These
markets included Mitundu, Kamphata, Nanjili, Nathenje
and Malingunde in rural areas; and Nsungwi, Area 18,
Mgona, Wakawaka, Chinsapo, Area 23, Lizulu, Area 25,
Area 24, Area 36, Kaphiri and Mchesi in Lilongwe urban.
These markets are shown in Figure 1. A sample of 316
bean traders was therefore generated. In each market, a
simple random method was employed to select traders for
interview. Key informant interviews with larger traders
and associations were conducted to help explain results
from quantitative data.

Figure 1. Map showing common bean markets sampled in

Lilongwe district, Malawi.
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Theoretical framework
Profit maximisation under transaction costs. The current study
uses profit maximisation theory in the context of transaction
costs. Traders’ decisions to participate in bean trading are
influenced by profit realised in the said trade. In order to
make profits, total costs are removed from total revenues.
Consider a trader who is engaged in a transaction i in
market j, a trader faces Proportional transaction Costs
TCp

ij per unit of quantity of commodity sold. These costs
form a cost function which is a function of distance, hand-
ling costs, transport costs, storage costs, time taken for bar-
gaining, other market characteristics and individual
characteristics denoted as hij, tij, sij,tiij, mij and zij, respect-
ively. Proportional Transaction Cost function is, therefore,
expressed as:

TCp
ij = TCP(hij, tij, sij, tiij, mij, zij) (1)

However, there is a certain price that a trader expects to
receive at market j given transaction i. This price is
denoted as pij. The expected price is, therefore, decomposed
as follows:

pij = pj + ϕ(qi, zbi ) (2)

In this case, pj represents exogenous price, which is specific
to market j; and ϕ(qi, zbi ) gives the markup price that the
trader expects to receive after selling bean. The markup
price is the function of quantity sold qi and on bargaining
characteristics of the trader.

Furthermore, the trader selling at market j faces fixed
transaction costs, which according to Key et al. (2000) are
costs that are invariant to quantity handled by the trader.
In this case, FTC is denoted by TCf (zfij). These costs
include costs of searching for potential buyers, prices,

market information on the availability of reliable markets,
or any market arrangement that would result in contracts
between the trading parties.

The trader, therefore, chooses to sell qi at market j such
that profit is maximised. Given k = 1…j markets, the trader
maximises profit as follows:

max
k

Πik = qi(pik − TCp
ik)− TCf (zfik), k = 1 . . . J (3)

This is a semi-structured equation. Expressing it in a
reduced form we have:

max
k

Πik = qi[(pik + ϕ(qi, zbi )]

− TCp
ik(hij, tij, sij, tiij, mij, zij)

− TCf (zfik), k

= 1 . . . J (4)

Taking first order condition we have

Π′
ik = (qi[(pik + ϕ(qi, zbi )])

′

− (TCp
ik(hij, tij, sij, tiij, mij, zij))′ − (TCf (zfik))

′

= 0 (5)

whereas (qi[(pik + ϕ(qi, zbi )])
′ equals to Marginal Revenue

(MR) and TCp
ik(hij, tij, sij, tiij, mij, zij))′ + (TCf (zfik))

′

equals to marginal costs. In this case, a trader maximises
profit at a point where MR = MC is

(qi[(pik + ϕ(qi, zbi )])
′ = TCp

ik(hij, tij, sij, tiij, mij, zij))′

+ (TCf (zfik))
′ (6)

In this case, a trader should continue selling when the
second order for profit maximisation holds. This condition
holds at a point where:

(qi[(pik + ϕ(qi, zbi )])
′ < (TCp

ik(hij, tij, sij, tiij, mij, zij))′

+ (TCf (zfik))
′ (7)

In any marketing channel, a trader strives to reduce transac-
tion costs so as to maximise profit. This means that a trader
will be able to sell the product if the revenues are signifi-
cantly greater than the transaction costs given the conditions
existing at market j. These transaction costs present an
environment where a trader operates. If the environment
for trading is conducive, we expect a trader to continue
trading through a selected market channel.

Empirical model
The main aim of this study centred on characterising the
bean marketing system by evaluating the efficiency of
common bean traders. In this regard, a multiple linear
regression model was used to determine the effects of trans-
action costs and other factors on bean market performance.
Marketing efficiency was used as a proxy variable for
market performance. Following Shepherd (1965), market-
ing efficiency was calculated and used as a dependent vari-
able in the following multiple linear regression model.

Table 1. Explanatory variables.

Variables

Expected

sign References

Transportation costs

(ln_trans)

- (Key et al. 2000;

Canwat 2014)

Storage costs (ln_storage) - (Staal et al. 1997).

Operational scale

(ln_operational)

+ (Nwaru et al. 2011;

Kalule and Kyanjo

2013)

Buying price (ln_buying

price)

+ (Fatchamps et al.

2002)

Distance to source of bean

(ln_distance)

- (Key et al. 2000)

Trading experience

(ln_experience)

+ (Tiri et al. 2015)

Handling costs (ln_handling) - (Staal et al. 1997)

Dummy for grading and

sorting (grading)

+

Access to credit (credit) + (Key et al. 2000;

Farayola et al.

2013)

Dummy for market location

(location) 1 = Rural 2 =
Urban

+/-
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Table 1 summarises independent and dependent variables
and their expected signs.

ln efficiency = β0 + ln β1 ln trans+ β2 ln storage

+ β3 ln operational + β4 ln exp erience

+ β5 ln buyprice+ β6 ln handling + β7 ln dis tan ce

+ δ1 credit + δ2 grading + δ3 location+ ε

(8)

Results

Descriptive statistics
Table 2 summarises demographic characteristics of common
bean traders who participated in the interviews. The results of
the study show that out of 316 traders who participated in the
interview, 48% had attained secondary education and 44%
attained primary education. Very few traders attained tertiary
education. It should further be observed that over 80% of
traders sampled were married, followed by a 10% of

traders who reported that they have never been married. A
high percentage of traders indicated that agriculture trading
was their main occupation. The results further show that
over 60% of traders reported that small-scale business is
their main occupation. It has been further observed that
17% rely on farming as their main occupation. These are
traders who mostly operate in rural areas. The results
further show that 88% of sampled traders have not received
any form of business management training.

It has been further noted that most traders (67%) received
information on market dynamics through friends or relatives.
Highly educated traders would prefer to use advanced
sources of market information such as newspapers, radio,
SMS alerts, television and internet. This might be one of the
reasons why a majority of traders in this study used friends
and relatives as their major source of market information.

The results in Table 2 further show that 61% of bean
traders find it profitable to sell starting from the month of
October–December. These are the months when bean
become scarce and they attract high prices. It has been
observed in Table 2 that only 37% of traders had access
to storage facilities. This shows that most traders do not
have access to storage facilities. It can further be observed
from Table 2 that only 11% of traders have attended any
business management training.

Summary of transaction costs
Table 3 presents a summary of transaction costs calculated
per annum except for distance to source of bean sold on
the market. The descriptive statistics are presented in quin-
tiles in order to provide a proper understanding of the
spread of the observations. Transportation costs ranged
from $0.14 to $241.99, with the mean ranging from $2 in
the first quintile to $90.86 in the fifth quintile. This is
mainly due to differences in distances where traders
procure their bean for sale. This is further observed in the dis-
tances to purchase markets where the average distances
ranged from 1 km in the first quintile to 123.31 km in the
fifth quintile. Thus, some traders source bean within their
localities, whilst others travel long distances to purchase
the bean. Grading and sorting costs ranged from $0.14 to
$77.35 depending on the quantities handled by the different
traders. The mean varied from $0.24 in the first quintile to
$27.24 in the fifth quintile. Average selling costs were
within $0.17 in the first quintile and $20.21 in the fifth quin-
tile. Average storage costs were between $0.96 in the first
quintile and $31.88 in the fifth quintile. This is so as different
markets are expected to charge different rates for different
quantities stored in the warehouses by the traders. Lastly,
average bean handling costs ranged from $0.34 in the first
quintile to $20.91 in the fifth quintile, depending on the quan-
tities handled by the different traders in the markets.

Determinants of bean marketing efficiency
Table 4 presents the results of multiple linear regression
model. The data were first transformed using natural loga-
rithms. Data transformation was done to eliminate the

Table 2. Descriptive statistics.

Frequency

Variable n Percent

Education level

Secondary 150 47.47

Primary 140 44.3

No formal education 19 6.02

Tertiary 7 2.22

Marital status

Married 268 84.81

Never married 31 9.81

Separated 8 2.53

Widow 7 2.22

Divorced 2 0.63

Occupation

Small-scale business 216 68.35

Farming 54 17.09

Large-scale business 36 11.39

Permanent employment 7 2.22

Petty trading 2 0.63

Casual labourer (ganyu) 1 0.32

Training business management

No 277 88.29

Yes 37 11.71

Sources of market information

Friends/relatives 213 67.41

Personal observations 117 37.03

Farmers 69 21.84

Phone (SMS alerts) 26 8.23

Radio 26 8.23

Cooperatives/NGOs 2 0.63

Newspaper 2 0.63

Profitable time period

October–December 193 61.08

April–June 86 27.22

January–March 78 24.68

July–September 58 18.35

Access to storage facility

Yes 117 37.26

No 197 62.74

5



possible problems for potential outliers in the data and
achieve normal distribution in the data. The variable
names showing log transformation have been presented in
Table 1, where each variable has been described.
Diagnostic tests were conducted for multicollinearity and
heteroskedasticity. Breusch–Pagan/Cook–Weisberg test
for heteroskedasticity was conducted and we failed to
reject the null hypothesis that the error terms are homoske-
dastic. Regressions with robust standard errors were, there-
fore, conducted to remedy the heteroskedasticity problem.
Furthermore, a test for multicollinearity was conducted
using Value Inflation Factor (VIF). The mean VIF obtained
was 1.88 for pooled model. Since the VIF value is less than
10, it can, therefore, be concluded that multicollinearity was
not a problem among the fitted variables.

Transaction costs that have a negative relationship with
marketing efficiency include transportation, storage, hand-
ling and distance to source bean. As transportation costs
significantly increase by 10%, a corresponding decrease
in marketing efficiency of both categories of traders by
9.6% is observed (p < 0.01). Specifically, a marginal
increase in transportation costs by 10% results in a decrease
in marketing efficiency of retailers by 8.8%.

Cost of storage significantly affects marketing efficiency
negatively. An increase in storage costs by 10%, reduces
marketing efficiency by 0.07% for both retailers and whole-
salers (p < 0.01). Moreover, storage costs reduce marketing

efficiency among retailers by 0.3% (p < 0.01) whereas in
bean wholesalers, storage costs have less effects as com-
pared to retailers. In this case, market efficiency reduces
by 0.4% (p < 0.05). Since bean wholesalers handle bean
in relatively larger quantities, they are well prepared in
terms of warehousing, chemicals and sacks for storing bean.

Distance to the source of bean depicts a negative influ-
ence on marketing efficiency for both traders as expected,
such that, a 10% increase results in a decrease of marketing
efficiency by 0.55% at 5% level of significance. However,
bean retailers are the only traders who are affected by dis-
tance to the source of bean for sale at 5% level of
significance.

Handling costs affect marketing efficiency negatively.
As handling costs increases by 10%, a corresponding
decrease in marketing efficiency by 0.27% for both retailers
and wholesalers (p < 0.01) is accompanied. However, when
disaggregated by category of trader, the cost significantly
affects bean retailers only (p < 0.01). These are the costs
of labour that traders incur when handling bean to and
from various markets.

Marketing experience in years has a positive relationship
with marketing efficiency. The overall model shows that an
increase in trading experience by 10% increased marketing
efficiency by 8%. The retailers’ model also showed that
increasing trading experience by 10% significantly led to
an increase in marketing efficiency by 11%.

Table 3. Summary of transaction costs in quintiles.

Variables Quintile N Mean Std. Min Max

Transportation costs (USD) 1 41 2.00 0.98 0.14 3.31

2 51 5.26 1.32 3.45 6.91

3 64 11.73 2.16 7.60 13.81

4 45 21.11 4.21 14.36 37.62

5 43 90.86 41.61 49.01 241.99

Grading and Sorting (USD) 1 4 0.24 0.07 0.14 0.28

2 33 1.00 0.37 0.35 1.38

3 24 2.92 0.41 2.07 3.45

4 24 6.19 2.03 4.14 10.36

5 25 27.24 18.35 11.05 77.35

Selling Costs (USD) 1 2 0.17 0.05 0.14 0.21

2 33 1.26 0.49 0.28 2.07

3 33 1.26 0.49 0.28 2.07

4 34 4.68 1.59 2.76 0.69

5 31 20.21 12.70 7.60 69.06

Storage costs (USD) 1 39 0.96 0.42 0.14 1.55

2 61 3.02 0.88 1.66 4.14

3 40 6.12 0.95 4.28 6.91

4 38 12.13 2.82 7.53 16.57

5 42 31.88 13.65 13.12 82.87

Handling Costs (USD) 1 9 0.34 0.11 0.21 0.39

2 8 0.65 0.15 0.41 0.83

3 24 2.05 0.60 1.04 2.76

4 23 6.16 1.90 3.31 8.29

5 24 20.91 14.24 9.67 6.91

Distance to purchase market (km) 1 10 1 0 1 1

2 54 10.40 4.59 2 16

3 65 28.57 5.70 18 35

4 64 63.13 14.78 36 85

5 60 123.31 72.84 90 210
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The scale of operation significantly affects marketing
efficiency positively as expected. Volume of bean handled
per month was used as a proxy for scale of operation.
There is a positive relationship between the scale of oper-
ation and marketing efficiency. The results in the pooled
model show that an increase in scale of operation by 10%
significantly increases marketing efficiency of both categor-
ies of traders by 11%. An increase in scale of operation of
bean retailer traders by 10% increases marketing efficiency
by 9.9% (p < 0.01). The study further found that bean
wholesaler traders registered a positive yet, highly signifi-
cant scale of operation. An increase in scale of operation
by 10%, results in the increase in marketing efficiency
among bean wholesalers by 10.22% (p < 0.01).

Buying price shows different result contrary to what was
expected. A 10% increase in buying price for both traders
significantly increases marketing efficiency of retailer
traders by 3.4% and the result is statistically significant at
a 1% level of significance. For bean retailer traders, increas-
ing buying price by 10%, marketing efficiency increases by
3.1% (p < 0.05).

Sorting and grading showed a negative relationship with
marketing efficiency among wholesalers. Grading and
sorting of bean significantly reduced marketing efficiency.
Grading and sorting reduced marketing efficiency because
traders incurred costs when sorting and grading their bean
thereby resulting in a negative implication on profit and
subsequent profit.

Access to credit is another significant variable that posi-
tively affects marketing efficiency for bean traders. Access

to credit increases marketing efficiency by 1.8% (p < 0.05)
for both bean traders. Location of the market affected mar-
keting efficiency of bean traders negatively. Markets that
are located in rural areas significantly decreased marketing
efficiency by 0.14% for retailer traders (p < 0.01) as com-
pared to traders in urban markets of Lilongwe. The results
are presented in Table 4.

Discussion
Table 2 indicates that only a relatively small percentage of
traders (11%) have taken business management training. It
demonstrates that traders are not focused on various busi-
ness management factors. The preceding discovery regard-
ing the education level of traders can be used to explain this
outcome. Most traders only completed their secondary edu-
cation. They might not recognise the value of extra training
for the expansion of their bean business as a result of edu-
cation level attained.

Another significant result is that the best time to sell bean
is from the month of October–December. Due to trade
reversals, there is a significant demand for bean at the
moment (Ochieng et al., 2019). Normally, after harvest,
dealers purchase bean from farmers. During the specified
time, farmers purchase the same bean from traders as
seed. Due to the low availability of bean at the time, bean
is sold at exorbitant prices. Although most bean dealers
claimed that selling during the specified period is profitable,
the majority of them start selling in May and continue
through August. Ochieng et al. (2019) note that due to a
lack of storage facilities and domestic emergencies, the
majority of agricultural dealers in Malawi sell their agricul-
tural commodities earlier.

The current study has also demonstrated the informal
nature of the sources of market information. The majority
of traders relied on word-of-mouth recommendations
from friends to learn about various market trends. Most
often, it has been said that getting information from
friends is unreliable. The majority of marketing agents in
Malawi make irrational marketing judgments as a result
of a lack of accurate market information (Chikuni and
Kilima, 2019). Due to a lack of trustworthy market informa-
tion to facilitate decision-making, traders are unable to
enhance the outcome of bean markets.

The analysis also confirmed that there is a conflict
between marketing efficiency and transportation expenses.
As anticipated, higher transportation costs reduce traders’
ability to effectively market bean. Traders limit the
amount of bean handled to save money on transportation
costs, which lowers marketing efficiency. Additionally, if
retailers keep raising prices in response to rising transporta-
tion costs, fewer sales will occur, decreasing marketing effi-
ciency. When compared to other studies, the current study
supports the findings of Tiri et al. (2015), who discovered
that the marketing effectiveness of dealers of orange sweet
potatoes in Kano, Nigeria, was considerably impacted nega-
tively by transportation expenses.

Distance to the source of bean reduced marketing effi-
ciency. Although some traders were buying bean at their

Table 4. Factors affecting common bean marketing efficiency.

Variables Retailers Wholesalers Pooled

Transportation costs −0.998*** −0.882*** −0.957***
(0.0345) (0.0631) (0.0302)

Storage costs −0.0324*** −0.0463** −0.0365***
(0.00779) (0.0221) (0.00712)

Handling costs −0.0302*** −0.0235 −0.0268***
(0.00848) (0.0152) (0.00726)

Access to credit 0.130 0.341* 0.182**

(0.0834) (0.174) (0.0754)

Distance to source

of bean

−0.0638** −0.0193 −0.0554**
(0.0315) (0.0458) (0.0255)

Operational scale 1.201*** 0.993*** 1.096***

(0.0448) (0.0642) (0.0342)

Buying price 0.307** 0.320 0.344***

(0.119) (0.286) (0.108)

Trading experience 0.110*** 0.0179 0.0869***

(0.0311) (0.0693) (0.0279)

Dummy for grading

and sorting

−0.0176 −0.252* −0.0445
(0.0565) (0.137) (0.0519)

Dummy for location

(Rural)

−0.148** −0.157 −0.192***
(0.0708) (0.139) (0.0581)

Constant 3.037*** 3.091* 3.027***

(0.808) (1.817) (0.723)

Observations 253 61 314

R-squared 0.823 0.861 0.826

Standard errors in parentheses.

***p < 0.01, **p < 0.05, *p < 0.1.
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respective marketplaces, some traders travelled long dis-
tances to source bean. The results confirm earlier finding
in Table 3, where the distance to the source of bean
ranged from 1 km to 210 km. Traders travel long distances
to remote areas to source bean, thereby leading to a reduc-
tion in marketing efficiency. Selling in small quantities
might be another reason why distance to source of bean
reduced marketing efficiency of bean retailers. Retailers
have limited operating capital to buy bean in bulk. This
makes bean retailers to buy bean frequently, resulting in
increased costs.

The marketing efficiency of bean traders was also nega-
tively affected by handling costs. It has been demonstrated
that bean retailers’ marketing efficiency decreases as hand-
ling costs rise. This was anticipated because most retailers
buy bean in low quantities, which made them to purchase
bean frequently. Costs associated with handling bean rise
as the frequency of purchases increases. This is consistent
with the findings of Kalule and Kyanjo (2013), who found
out that the effectiveness of banana marketing in Uganda
was negatively impacted by an increase in handling
expenses.

Trading experience has been found to help bean traders
promote their bean more efficiently. It was discovered that a
trader’s marketing efficiency was positively impacted by
experience. The results support those of Kalule and
Kyanjo (2013) who discovered that trading experience
influenced Uganda’s banana marketing efficiency in a posi-
tive way. Additionally, Tiri et al. (2015) reported that
dealers of orange sweet potatoes in Nigeria were more effi-
cient marketers due to their market experience. This is due
to traders’ increased ability to manage any risk that may
arise during normal business operations as they gain more
business expertise. Traders are able to forecast price varia-
tions that may occur in company with a high degree of
accuracy by drawing on past experience, allowing them to
plan ahead to manage such a risk.

The scale of operation had a positive significant influ-
ence on traders’ marketing efficiency. Hoarding bean in
large quantities spreads out the transaction costs on bean
business thereby making traders more efficient in marketing
of bean. Scale of operation among bean wholesalers was
highly significant and positively influenced marketing effi-
ciency. This is because buying in large quantities is asso-
ciated with price discounts that enable the trader to be
able to realise more profits. Eventually, this results in econ-
omies of scale because the trader is able to stock bean in
large quantities while selling at profit. The present study
seems to be consistent with the findings of previous
studies on marketing efficiency. For example, this result
agrees with the findings of Nwaru et al. (2011) and
Kalule and Kyanjo (2013) who found that scale of operation
affected profit and marketing efficiency of banana retailing
in Nigeria and Uganda, respectively. The economies of
scale are easily achieved if the trader stocks large quantities
of bean, making the trader more profitable.

The study further reports a negative relationship between
marketing efficiency and the prices offered to traders when
purchasing bean from various sources. The results disagree

with the findings of Tiri et al. (2015) who found that buying
prices had a negative relationship with marketing efficiency
of orange sweet potatoes in Kano, Nigeria. The negative
relationship can be explained by the fact that a larger per-
centage (62%) of traders bought bean from farmers. It
shows that the marginal increase in farmgate prices
matters less to traders (Kyomugisha et al., 2018). Traders
are still able to make profits even if the farmgate prices
increase since the increase is insignificant. In Malawi,
farmers are exploited in the rural areas where production
takes place (Luiz et al., 2019; Sitko and Jayne, 2014).
Most of the time, there are no regulations governing the
selling of agricultural products, thus dealers are free to set
the price for the bean that they are ready to pay. Due to
the fact that the majority of farmers rely on the sale of
their goods to cover urgent household expenses, they are
forced to sell their bean even when the prices are below
the breakeven point.

Access to credit significantly increased marketing effi-
ciency as expected. Credit augments trader’s operating
capital which helps to improve bean performance. The find-
ings confirm the results of Farayola et al. (2013) who found
that access to credit affected marketing efficiency of stall-
holder cocoa marketers in Oyo State, Nigeria. Perhaps
traders who have access to credit garnered potential to
increase the stock hence being able to sell in profitable
period.

Trading in rural areas significantly decreased marketing
efficiency of retailer traders, and all traders in general. Rural
retailers experienced a decrease in market efficiency as
compared to urban retailers. In general, rural traders are
less efficient as compared to urban traders. In rural areas,
most of the bean available at the markets might have been
bought cheaply from nearby farmers. Common bean
might also be sold cheaply in such markets since most of
the bean consumed at a household level might in most
cases come from own production. Unlike in urban
markets where bean consumption is strictly dependent on
the markets.

Conclusions and recommendations
The main purpose of this study was to evaluate the effi-
ciency of bean traders in Malawi’s capital city, Lilongwe.
We draw a number of conclusions from the efficiency of
bean traders in Malawi. First, most bean traders are
mainly using a source of market information that is not reli-
able. They use a word of mouth from friends or relatives to
access market information. Secondly, we conclude that
most traders have not received business management train-
ing, an aspect which provides an impetus for boosting their
businesses. Thirdly, we conclude that a number of traders
do not have access to storage facilities, a thing which
deters them from selling bean in profitable periods.
Fourthly, on factors affecting marketing efficiency, we
observed that transaction costs from transportation,
storage, handling and distance to source of market reduce
marketing efficiency. The scale of operation was found to
have a positive influence on marketing efficiency. As
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traders increase their operating capital, they eventually
increase the amount of bean thus, increasing marketing effi-
ciency. We further observed that traders’ buying prices had
a positive influence on marketing efficiency. Access to
credit significantly increased marketing efficiency for both
wholesalers and retailers. Markets that are located in rural
areas had a negative effect on marketing efficiency.

Since it was observed that most traders use friends or
relatives to access market information, we, therefore, rec-
ommend that policies in the NAP that would promote
smooth access to reliable market information should
further be promoted. Furthermore, effort to improve
traders’ common bean business performance through the
provision of business management training should be pro-
moted. As one way of promoting business trainings, gov-
ernment and relevant stakeholders may promote business
incubation centres and other platforms where traders can
acquire skills and knowledge for managing their businesses.
The upgrading of the rural road system and warehousing
facilities should be promoted in order to lower transaction
costs, which will enable bean traders to expand their opera-
tions on a larger scale while also lowering expenses and
increasing profits. These costs stem from high transporta-
tion costs (which are inflated by surge in fuel prices); hand-
ling costs; and distance to the source of bean. Access to
credit should also be promoted as most of the traders
have inadequate operating capital to facilitate the smooth
functioning of their businesses. Storage function should
be seriously looked into, as it was observed that a number
of traders do not have access to storage facilities.
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