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A look at our work in Malawi

In Britain we are locked into a perpetual cycle of fundraising for good causes. Comic Relief, founded in 1985, is closely associated 

with helping developing countries and is part of the international aid effort. But will it ever end?

And if not, why not?
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We have to keep giving financial support to poor countries because their economies and internal financing are so poor.

Despite its economic travails, the UK has a large tax base by which to fund public services. The UK Government chooses to spend 

more than it receives, so borrows a large chunk each year to bridge the gap. That ability is in turn a measure of the UK’s relative 

economic strength – the economy is strong enough to attract funds willing to lend to it.

The UK’s wealth enables it to provide a welfare system to support people both short-term and where necessary, long-term. 

By contrast Malawi’s tax base is very small. Public services could not run at all without substantial amounts of aid from outside. 

Aid tends to go in at the top (government) level but it’s difficult to see how much gets to the grassroots – and where it does 

reach down, it’s selective and piecemeal about what it can do. At village level, it can seem non-existent.
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This chart shows the UK Government’s accounts from four years ago but the picture hasn’t changed materially since then. A 

considerable sum was spent on servicing the country’s debt (the accumulated borrowings year-on-year that enable us to 

maintain public services at something like an acceptable level).
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The impression shouldn’t be given that international aid is somehow all bad. The international airport in Malawi’s capital, 

Lilongwe, is being upgraded by the Japanese Government. This slide shows that aid can benefit the donor as well as the recipient

– but also, the refurbished airport has to be staffed and maintained by Malawians after it’s finished and there may be no aid for 

either commitment.
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The Capacity Foundation’s interest is partly poverty relief. Only 13% of the UK’s international aid is spent on poverty relief as such 

– rather less than the proportion spent on governance (18%). It’s shocking that nearly a fifth of the UK’s aid is spent on making 

sure the donated money doesn’t go missing.
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Much is made of a particular measurement to show whether people are in poverty: if someone in the developing world earns 

less than $1.25 (97p) a day, they are in absolute poverty. 

These statistics indicate that the average income per day nationally is only 64p, barely two-thirds of the absolute-poverty mark.

The situation is even more dire in the area where the Foundation works. Malenga Mzoma is little more than a thousandth of the 

Malawi population. If Malawi’s economy was evenly distributed, Malenga Mzoma’s economy would be about £4.67 million. In 

fact, evidenced by the household-level survey we carried out, it’s about £3.48 million. This means that the ‘income per day’ for

an average person living in Malenga Mzoma is about 48p a day, almost exactly half the 97p a day at which they are technically 

out of absolute poverty. 
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This table shows the income distribution among Malenga Mzoma’s 4,000 families/households. Something over 80% of the 

families live below the absolute poverty line.

As noted at bottom right, the ‘pppd’ column represents income per person per day – so at the most ditressed end of society, 

people are existing on 4p a day. These will be the families who get only one meal a day.
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The table demonstrates the dependence on fishing and farming.
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This illustration of the relative size and shape of the UK and Malawi economies shows clearly the limits of the Malawi 

Government to provide services for its own people. The two columns at top right show the relative sizes of the two economies.

The UK Government spends equivalent to over a third of the UK’s economic output on public services. By contrast, Malawi’s 

Government spends the equivalent of only 3.3% of the country’s economic output – and that’s 3.3% of a much smaller ‘cake.’
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The Foundation’s microloan programme is designed both to stimulate the local economy so that it grows – making people more 

affluent – and to provide essentially a local tax system where some of the proceeds from business success are channelled into a 

fund for community benefit. 
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The service charge attached to the financial loans – 30% of the loan value (principle) for first loans, 25% thereafter – is divided 

between the Social Action Fund (20%) and supporting the charity’s overheads (10% on first loans, 5% thereafter). The 

Foundation’s overheads are £25,000 a year, so a loan book valued at £500,000 would be enough (at 5%) to cover the overheads. 

£500,000 sounds like a lot of money for the local economy to absorb, but is only the equivalent of a quarter of the families 

borrowing £500 each repayable over ten months. Some individuals will borrow rather more: the average loan is already £100 

with some loantakers borrowing twice that sum. 

A loan book of £500,000 would also produce £100,000 (the 20%) toward the Social Action Fund. That sum is comparable to the 

amount that the Malawi Government gives to the District Council to spend in Malenga Mzoma.
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