Key Idea 3: World Interdependence
3.1 How are countries interdependent?
3.2 How has changing technology contributed to an interdependent world?
3.3 How do such links create advantages and disdvantages?
Globalisation - the increasing economic integration of the world - is having profound effects on rich and poor countries alike. 
The world has become a global village. We have the same music (Madonna), the same clothes (Nike and Gap), the same food (Macdonalds) – ‘only our accents change’. Some things like Coca Cola are world brands – often USA owned.

The world’s three richest individuals earn as much as 600 million of the world’s poorest people. Are contrasts between rich and poor growing despite globalisation of trade. Nike sports shoes are sold in Europe but are made in Asia. The raw materials of rubber, textiles and glue come from even further afield. There is peer pressure amongst rich consumers to pay ridiculous prices for shoes ‘you must have’. Many consumers have great ‘brand loyalty’ and must have their preferred label. Multinational companies like Nike, Reebok and Adidas are world brands – whilst others like Nicks, Patrick and Hi-Tec may get laughed at. Why is this?

In the 1800s Yorkshire produced textiles but the industry was hit by globalisation and foreign competition. In Leeds they now sell textiles rather than make them. In Leeds there are pockets of high unemployment and poverty. Unemployment is 10% in some places and some are homeless.

The textiles/ fashion industry has 4 components

· Collection and use of natural resources
- Primary
· Manufacturing cloth and clothing 
- Secondary
· Retailing



- Tertiary
· Advertising, research, ICT

- Quaternary
Where business locates depends on economic, physical, social and political factors for example with multinational companies like Nike:


Indonesia – a favoured location for many sportswear manufacturers because of low local labour costs – much lower than Europe. Trainers that cost £50 in Europe would have an Indonesian labour cost of £1.50p. The factories does create local jobs though but in 1985 Nike got bad publicity for exploitation of workers including children. Nike says that  they have a minimum wage now and wages have risen by 66%. A lot of these factories are not owned by Nike but produce ‘Nike branded goods’.

Bulgaria and Eastern Europe – massive impact of globalisation after 1989 when the ‘iron curtain’ opened up. Until then factories were state owned and people had jobs for life. Now there is political change and an economic revolution involving trade with the ‘West’. There has been an economic recession and high inflation causing local prices to rise and workers have found the ‘cost of living’ too high. Our case study was a new factory called Bulfanco making Nike (US owned) goods in southern Bulgaria using Turkish workers for a Greek owned company. Many companies just want quick profits and locate where production costs are lowest. Here Nike is meant to be monitoring to ensure that there is no exploitation and that working conditions are good with free transport to work and staff training opportunities. Nike has monitored conditions in the factory.

In Bulgaria a single wage is too low t5o survive on. Even with two partners working families struggle. Their children can’t afford the brand names that they want and are offered cheap fakes in the local markets.

The price chain operates like this:


Manufacturer sells to MNC


£10


MNC sells to retailer



£20

Retailer sells to you (the customer)

£40 (the mark-up is 100% at each stage of the chain BUT what about prices paid to the producer of the raw material – the Primary Producer.

Peru – Andes region. Incas have been weavers since before Spanish colonisation. In the 1600s they started exporting clothes back to Europe. Now Peru is an independent country but they still produce wools and textiles. They particularly specialise in alpaca and vicuna (which is better quality than cashmere). The trade is very important to farming families who live and work 5000m up in the mountains. They work long hours in harsh conditions using only the most basic primitive tools.

They barter wool or meat for food and supply wool to intermediaries who supply the material to companies on the coast who then trade with Europe. One company is Groupa Inca owned by a wealthy businessman. He buys from intermediaries who bought from others who only offered the producer a pittance for their product. The producer has no power and has to accept what is offered for their product.

Alpaca shawls fetch £80 in European department stores and vicuna shawls can cost several thousand pounds. The department store adds 200 – 300% to the price it has paid the exporter. The gulf between the rich purchaser and the poor producer is enormous and growing.

The breeders are skilled with an expertise built up over generations. They have a way of life and a culture. Farming does not pay and prices are squeezed down by the traders. The farmers want an education for their children so that they will have an alternative in the future. The old tradition and the production will be lost.
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