Trade, Debt and Aid: When you buy a mini disc some of the price goes to 

+ the retailer
+ the performer
+ the raw material producer
+ the transporter

+the packager
+the recording label
+ the manufacturer - All this is part of TRADE. Primary producers make the raw materials, manufacturers are secondary industries that make the products and retailers are the service industries that sell them.

With a country everything it sell abroad are its exports and everything bought in from abroad are imports. The global balance of trade determines the MEDCs and the LEDCs. But who benefits most from trade?

Ecuador has a tropical climate and is a country in north west South America on the equator.  It specializes in banana production particularly in the fertile coastal plain region of El Oro. Here there is a rainy season from January to April and all year round warmth. There are many banana plantations. Ecuador is the world’s biggest producer of bananas and this creates millions of jobs with almost all of the harvest being exported – to Europe, Asia and North America.  The economy of Ecuador must surely be booming?

But no – the country is in crisis. Millions of people live in misery – one third of the population is in abject (absolute) poverty existing on (the equivalent of) 65p a day living in shanty town dwellings. Why? The country is over dependent on its banana income and the price of bananas on the world market can rise and fall according to supply and demand.

Some Ecuadorian producers are wealthy multimillionaires like – Jorge – who owns  a 600 Hectare plantation in El Oro. He employs 200 workers and lives in a very grand mansion. In contrast Abelado is  a small producer with just 1 hectare. He employs one worker but does most of the work himself and with help from his children. He lives in a small ranch with no toilet along with his extended family. Ecuadorian banana produces are paid too little – both the big and the little growers agree on this. The export traders are the ones who benefit. They pay the producers too low a price and export at higher prices. The have a monopoly on access to the world market and squeeze prices down. 

Benito is one big packer supplying the largest exporter Neboa. They say that prices vary according to world supply and demand. In the world there is an oversupply situation so the global price is very low. Abelado earns hardly enough to feed his family and some of his bananas are fed to his chickens. A banana worker gets about £1.50p a day.

The producers are short of cash and so are desperate to produce more bananas by increasing yields. To do this they use a lot of pesticides. They apply these without wearing protection. Large producers use aircraft to spray crops and of course the spray contaminates homes. Also plastic bags are used to wrap all the hands of bananas and these contain a lining of insecticide. The bags are not disposed of properly and so public health is at risk. All this is the result of the laws of supply and demand.

A lot of the income from these primary products goes to other countries. The other big banana companies in Ecuador are Dole, Chiquita and Del Monte – all USA owned TNCs. If the price of Ecuadorian bananas go up they turn to other suppliers and reject the Ecuadorian ones. A Dutch charity has tried to help setting up  a Fair Trade scheme marketed as Oke.

In the U.K. if  banana hand  costs £1 the money goes as follows

· 40 p to the supermarket retailer

· 25p to the exporter and tarnsporter

· 23p in EU import duty

· 8p to the importer and ripener

· 3p to the producer

· 1p to the plantation labourer.

· With Fair Trade the aim is to increase the amount to the producer by 60%.

The Dutch charity also offers advice to producers including how to use less pesticide and insecticide. The big problem has been transport to market. The infrastructure within Ecuador to the ports is fine but the problem is shipping. The small producers can’t afford their own fleet so they have to ask the big traders for space on their ships. They are not keen to help! And in fact try to be obstructive.

Abelado has seen progress and has now afforded better packaging facilities on his farm.

The trade issue is a global responsibility – it is not just charity. These producers do not want hand outs they want a fair price for their product. One problem of LEDCs is overdependence on just one product.  In world trade raw materials always have the least profitability in trading.  Manufactured goods are more expensive and with more profit margin. LEDCs mainly export lower value primary products whilst MEDCs sell more expensive manufactured goods and services.

Trade Laws tend to work in favour of the MEDCs and once with more money they are more able to keep making money. City traders get richer whilst small producers like Abelado get poorer. Bill Gates (Microsoft) has a net worth of about £58 billion whilst the value of the Ecuadorian economy is only about £12 billion. £3.5 billion could pay for a decent education for everyone in the world and our U.K. ice cream trade is worth double that at £7 billion. 

AID – charity. The rich give to the poor don’t they?

For every £1 aid given by MEDCs to LEDCs - £9 is received back in debt repayments. Tanzania is one example. It borrowed heavily in the 1960s and 1970s when interest rates were low. In the 1980s interest rates went up and the country borrowed even more heavily to meet its debt repayments. The debt is £5 billion or £161 per person in a country where the average farm labourer earns about 51p a day.

The consequence of the debt is that Tanzania has had to cut back on its basic services like education and health care. Families now have to pay £12 a year for a child to receive schooling. Any child who has not paid is sent home after registration.  One father faces jail for falling two years behind in his school payments. Tanzania spends 3 times as much each year on its debt repayments as it does on its education service. Tanzania once had one of the best education systems in Africa but now the schools lack desks. The burden of debt has fallen on everyone in the country.

International aid can help – and it can take many forms. Scandinavian countries have given on a large scale to provide electricity all over the country. There are small schemes to send second hand clothes from Europe but this has undercut local manufacturers putting them out of business. Aid has to be of the right kind – appropriate. One scheme is Farm Africa which affected one rural village encouraging them to use milk goats. This was a £200,000 scheme led by Rupert Woods. He said the scheme had to involve local people if it was to be sustainable. The recipient of aid had to understand the problem and be part of the finding of the solution. Just sending food is not sustainable. The Farm Africa project also involved schools because children learn and take ideas back o their parents – the farmers. Small projects can lead to big improvements and can be more appropriate.

There has been a world campaign e.g. Jubilee 2000 to cancel all LEDC debt. The cost to the U.K. would be £75 million over 30 years or 0.001% of our national budget. Each U.K. citizen would have to find about 1p a year each. 

