Trade Restrictions

· LEDCs tend to produce lots of cheap “raw materials” (like wheat, wood, coffee, iron).
· MEDCs buy these cheap raw materials and then process them into high-value goods (like bread, furniture, instant coffee, cars, computers).
· MEDCs therefore make a lot of money from the raw materials whereas the LEDCs don’t make much.

· If an LEDC set up a factory to turn its own raw materials into high-value goods, and then tried to sell these goods to an MEDC then trade restrictions would occur.
· This means that an MEDC would either not allow the goods into the country
· [image: http://t1.gstatic.com/images?q=tbn:kKeJ-3C7NDBc1M:http://www.hotadsensetemplates.co.uk/images/stop.gif]Some MEDCs would charge high “trade taxes” to LEDCs so that even if they did sell their goods in the MEDC they still wouldn’t make much profit.



Interest Rates

· Sometimes MEDCs pretended to help LEDCs by lending them money so they could improve their countries.
· However, they lent them money with high interest rates
· This means that any money the LEDC makes has to go to the MEDC to pay off the debt.

· The problem is that some LEDCs make so little many that they could only ever afford to pay the interest on the money they had borrowed.
· This means that sometimes the original loan had been paid off several times over, but the LEDC would still owe money because of the interest.
· Imagine borrowing $1billion (which isn’t that much for a country to borrow) at a rate of 5% interest
· That means there is $50million a year of interest to pay!
· [image: http://t3.gstatic.com/images?q=tbn:CHcjfeabVaKZMM:http://seeker401.files.wordpress.com/2009/06/interest_rates1.jpg]That’s almost $100 per hour only in interest!


Factories in LEDCs

· Many MEDCs have business that use factories in LEDCs
· This means that they don’t have to pay the high wages of workers in their own country (the average wage in an MEDC is $30,000-$40,000 per year whereas in an MEDC it can be as low as around $400-500 per year).
· Often the laws in LEDCs are not as strict, so by having a factory in an LEDC you don’t have to worry about paying for things like:
· Medical care
· Holiday pay
· Pensions
· You can also employ children and expect them to work for much longer than anyone in an MEDC.
· The MEDC company therefore makes a lot of profit while the people in the LEDC still earn almost nothing.
[image: http://www.paranormalknowledge.com/articles/wp-content/uploads/2009/02/sweatshop.jpg]


Natural Disasters

· Natural disasters like floods, earthquakes and hurricanes can happen all over the world. However...
· MEDCs have lots of money to avoid natural disasters.
· They can build flood barriers, make sure buildings are protected against earthquakes, design early-warning systems to prepare.
· They also spend a lot of money on emergency services to deal with problems that come up
· When natural disasters come LEDCs are not so well equipped to deal with them.
· They cannot afford to do things that help prevent natural disasters so get harder hit by them.
· They also cannot afford to spend lots of money on people trained to deal with them.
· If the crops in an MEDC fail due to flooding or drought then they can afford to buy crops from another place.
· [image: http://welovecomments.files.wordpress.com/2009/08/sichuan-earthquake.jpg]If the crops fail in an LEDC people are likely to go hungry


Disease

· MEDCs invest a lot of money in vaccination programmes so that people don’t get preventable diseases like measles, polio and tetanus.
· There’s clean drinking water so that people don’t get diseases like cholera from dirty water.
· People are educated about disease so know the importance of keeping clean and about things like AIDS
· [image: http://t0.gstatic.com/images?q=tbn:jdCcGWYSTag7cM:http://kindethics.com/wp-content/uploads/2009/03/doctor.jpg]They also have good hospitals and doctors to help when people do get ill.



· In LEDCs there is none of this.
· Many preventable diseases are common, as well as diseases caused by dirty water.
· The lack of education means that many people don’t know about simple things they can do to stay healthy.
· When people do get ill there are few good hospitals to help them get better and they cannot afford drugs to help them either.
· If people are sick then the whole country suffers because sick people cannot work and contribute to the country’s economy.
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