Why are some countries less developed?  Part 2
The Challenge

Use the information cards below to evaluate the following hypothesis:

The main causes of the development gap are economic.

Challenge 1

Using the information provided build some structured notes which summarise the main factors that cause the global gap in development.

Challenge 2

Summarise evidence and ideas which support and contradict the hypothesis.

Challenge 3

Write a structured evaluation of the hypothesis, examining evidence which both supports and undermines it, and then explain whether you think it is true or not.
	4.9 of the 6.7 billion people inhabiting Earth, live in countries where the average income per head went up between 1980 and 2000.  Roughly 5.7 billion live in countries where life expectancy went up in the same period.
	The scale of global poverty is immense.  The World Bank has estimated that 1.4 billion people live on less than US$1.25 per day (extreme poverty), and some 3.1 billion people live on less than US$2.50 per day (moderate poverty) (Smith, 2005).

	In Bangladesh the government spends about 1.2% of its GDP each year paying off its external debt of US$13.9 billion.  At the same time it spends 1.1% of its GDP on healthcare.
	High levels of poverty are a trigger to high fertility rates and rapid population growth.  Due to high levels of infant mortality, a lack of state welfare provision, low levels of education, and low incomes, many poor families choose to have many children.  This demographic trap means that high fertility in one generation ensures the impoverishment of the next.

	It is predicted that climate change could have a devastating effect on agriculture in Bangladesh.  Farming accounts for 20% of GDP and 65% of the workforce, but crop yields are predicted to fall by up to 30% causing a serious threat to people’s livelihoods and threatening millions with hunger.
	The poorest 40% of the world’s population accounts for 5% of global income – the richest 20% account for 75% of world income.  At the same time 50% of the global population of children aged under 15 live in moderate poverty (less than US$2.50 per day).

	3 million more people are added to the population of Bangladesh each year, which is putting a great deal of pressure on the resources of the country, and the ability of economic growth to meet the needs of the rising number of people.  Between 1975 and 2005 the GDP per capita in Bangladesh rose from US$ 910 to US$1501, but 50% of its population still live below the poverty line (US$2.50 a day).
	Governments can lack the necessary finance to pay for improvements in services and infrastructure such as transport, education and health facilities.  This because they cannot earn sufficient funds from taxation or because they are committed to repaying debt with the limited tax revenue they do have.  This is called a fiscal trap.

	When a government fails to investment in infrastructure, or when it allows corruption to rise to levels that impair economic activity or when it fails to ensure domestic peace, the country’s economy is sure to fail.  This failure of politics gives rise to failed states.
	In 2006-2007 cocoa farmers in Ivory Coast and Ghana (the top two cocoa producers in the world) received 41% and 54% of the market price for unprocessed cocoa beans.  The rest went to local traders and buying companies.  Most of the value in cocoa is added once it is ground, and most grinding and processing takes places in MEDCs such as Netherlands, USA, Japan and the UK.

	World Bank figures from 2004 show that the saving rates in upper-middle income countries was 25% of income, in lower middle-income countries was 28%, in low-income countries was 19% and in the Least Developed Countries was 10%.
	The global terms of trade mean that some countries benefit more from the operation of ‘free trade’ than others.  The most value is added to goods and services once they have been processed or changed in some way.  This often takes place in MEDCs, while LEDCs and LLEDCs produce the raw materials and the physical and human resources, which put simply generate less value and profit.

	Cotton subsidies in the USA keep the world price for cotton between 6-14% lower than the would be if the protection were not in place.   If these subsidies were removed, West African farmers would receive prices between 5-12% higher than they currently are.  At the household level, this would resulting additional income that could cover all the health care costs of between 4 and 10 individuals for an entire year, or a one year supply for one or two children.
	Climate change poses a serious threat to many poor people living in LEDCs and LLEDCs not least because they are less able to respond. However, in countries such as Bangladesh factors of physical geography (river delta, low lying, largely coastal zone) combine with the increased heat in the atmosphere which has seen a 400% increase in extreme weather events in the last 30 years.  As such about 20 million people live in danger from flooding if sea levels rise by 1 metre, with little or no ability to prepare or respond.

	Trade relationships between different countries create a situation where the development of MEDCs actively promotes the underdevelopment of LEDCs and LLEDCs.  The value of products, goods and services is often added in MEDCs, resulting in less wealth and prosperity flowing back to less developed countries.
	Fertility rates in less developed countries tend to be much higher.  For example in Niger the rate of natural increase has risen from 3.3% per annum in 1995, to 3.9% in 2010.  At  the same it’s GDP reduced by -0.6% each year, and GDP per capita in 2007 was US$294.

	The level of savings in a country can have a significant impact on the potential for economic development and sustained growth.  The poorest people cannot afford to save as much because they are using their income merely to stay alive (subsistence).
	In Malawi the government spends about 9.6% of its GDP each year paying off its external debt of US$850 million.  At the same time it spends 4.6% of its GDP on healthcare.

	Between 1987-2007 the savings rate in India rose from 20.6% to 35.1% of GDP.  During the same period the savings rate in China rose from 37.3% to 52.3% of GDP.
	Across the world some 1.1 billion people have inadequate access to clean water, and 2.6 billion lack basic sanitation in their homes (2007).

	The physical environment can pose specific problems to people and be a catalyst to other factors which generate poverty.
	There is a civil war in Sudan that has been triggered by religious divides, and a severe drought that has put pressure on the people’s ability to subsist and survive.  This conflict has been concentrated in Darfur where government backed rebels have attacked the residents of the state to force them off their land.  It is estimated that 300 000 people have been killed and 2 million people forced to leave their homes and live in refugee camps in Darfur and nearby Chad.

	In Zimbabwe political corruption has produce a situation where the economy is in deep crisis – there is rampant inflation, deindustrialization, falling agricultural production and shortages of food and fuel.  Life expectancy has fallen from 60 in 1990 to 37 in 2009.  During the same period infant mortality rates have increased from 53 to 81 deaths per 1000 births before the children are 5 years old.
	Fertility rates in more developed countries tend to be much lower.  For example in Norway the rate of natural increase has very low and stable from 1995-2010 at 0.4% per annum.  At  the same it’s GDP increased by 2.6% each year, and GDP per capita in 2007 was US$82 480.

	In 2007 the savings rate in Sierra Leone was 3.4% of GDP and in Niger 3.2% of GDP.  These are two of the poorest countries in the world (based on the HDI) coming 180th  and 182nd out of 182 listed countries.
	Ethiopia and Bolivia are both landlocked countries which have high levels of poverty.  Ethiopia is ranked 171/182 countries by HDI, and Bolivia 113/182.  Severe drought in Ethiopia and problems of access and transport in Bolivia (located in the Andes mountain range) have seen economic growth in both locations severely hampered.


