THINKING ABOUT
TRADE
TEACHERS RESOURCE
Meseret Mulvneh (left)
and Derbitu Kebede of
Negele Gorbitu coffee
co-operative, Ethiopia

WHAT IS TRADE?
1. TRADE IS BUYING AND SELLING
When you buy a DVD you are taking part in TRADE because you exchange money for goods or services. Countries, companies, workers and
consumers all take part in trade. Workers make the goods, like clothes. Companies pay the workers and sell the goods. Other companies might
also be involved in the process, for example in advertising, transport, or market research.

2. TRADE CAN INVOLVE MORE THAN ONE COUNTRY
The shirt you’re wearing might be grown in India (cotton), sewn in Mexico, have the buttons put on in the United States, then be sold in
New Zealand. Countries try to attract companies to set up businesses (invest) because this brings jobs, and earns foreign currency. Countries
and companies import and export goods and services. People who buy the goods are called consumers.

DID YOU KNOW...
· International trade is worth $10 million a minute but poor countries only account for 0.4%
of this trade. Since 1980 their share has halved.
· When exporting to Northern countries, producers in Southern countries pay tariffs that are
four times higher than those paid by Northern producers to the South.
· The average EU cow is subsidised to the tune of around $800. In Ethiopia, the average
annual income per person is just $100.
· At one full meeting of the WTO, the EU had 500 negotiators. Haiti had none.
· In the late 1980s, consumers spent approximately $30 billion per year on coffee and
producing countries earned 30 percent of this. Today consumers spend an average of $70
billion per year on coffee and producing countries earn only 7 percent of this.
· A Ghanaian cocoa farmer only gets 1.2% of the price we pay for a bar of chocolate.
· A Global Exchange investigation revealed that workers in Mexico producing jeans for the
Gap earn as little as 28 cents an hour. In poorer countries such as Haiti and Nicaragua, the
wages are even lower.

?

SOME THINGS TO
DWELL ON…
- Why do people and/ or countries trade with
each other?
- What kinds of things are traded?
- How does international trade work?
- Apart from getting goods, what are the other
effects of international trade?
- Who does trade benefit?
- Who might international trade disadvantage?
- Is trade ‘fair’?
- What things affect trading?
- Why do some countries decide not to trade
with others?
- What areas of trade are causes of concern?
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A WORKING REALITY
This photo is of a jewellery assembling ggroup who live and work in a slum area in Delhi. Before joining
the group many of the members had been badly exploited by jewellery contractors using cheap labour
to fill orders for large companies, or had grown up as child labourers without the chance of an
education. These 15 group members now have a chance at a better future because their group was set
up by a large fair trade organisation called Tara Projects.
Rikass (black shirt white trousers), once a child labourer, now supports his whole family with his wages.
“I never studied and never went to school. I was married when I was 8 years old. I became a conductor
on a bus and the bus owner would drink heavily every night. He used to treat me badly.”
Sunita the group leader says “This exploitation is a serious issue for us in our community with youth in
danger of becoming involved in crime, faced with no direction or options for their futures. There are
many people who would like to have the opportunity to work with us but the orders are not big enough
to recruit others.”

GLOBAL
TRADE

Women producers
from MINKA, Peru

Less Economically Developed Countries (LEDCs) used to sell mainly raw material like fruit, cotton, and copper,
but now they also sell manufactured goods, especially those that are labour intensive. LEDCs have at least one
advantage over MEDCs (More Economically Developed Countries) because wages are lower - it costs less to
make a pair of shoes in an LEDC than in an MEDC.

BENEFITS OF SELLING
MANUFACTURED GOODS

BENEFITS OF SELLING
RAW MATERIALS
· You don’t need complex technology so many people can be
involved - all you need is land, or to know someone with land.
· Raw materials are cheap to produce - whether seeds
(e.g. coffee) or minerals already on the land (e.g. gold).

· Industry creates new jobs that require new skills - learning
new skills can mean better wages.
· Manufactured goods need processing plants/factories so jobs
are created to build and maintain this infrastructure.
· Manufactured goods are ‘value added’ so receive a higher price.

PROBLEMS ASSOCIATED WITH
SELLING RAW MATERIALS
· The price of raw materials changes a lot because they are
traded on the futures markets. Changes in price make it
hard to plan.
· Prices for raw materials are generally low because most
profit is made at the other end of the trading chain - where
the value is considered to be ‘added’.
· Low prices mean you have to sell a lot more compared with
selling a ‘value added product’ (e.g. a TV).
· Low prices for products can mean lower wages for workers.
· Changes in weather and the environment can greatly impact
on production.

PROBLEMS ASSOCIATED WITH
MANUFACTURING GOODS
· Companies can move their orders from country to country to
find the cheapest prices - this can leave buildings empty and
people without jobs.
· Countries and companies are under pressure to compete putting pressure on things like wages and healthy
working conditions.
· Factories are usually built in urban centers meaning higher
levels of rural-urban migration.
· MEDCs often put high taxes on finished products coming from
LEDCs to protect their own industries (e.g. Chocolate).

HAVE A GO...THE WORLD IN A SUPERMARKET BAG
AIMS:
AIMS
To demonstrate the global diversity of the food on our supermarket shelves and to encourage awareness that
many LEDCs contribute towards feeding us.

RESOURCES:

THE ACTIVITY

- Card
Card, paper
paper, string,
string scissors,
scissors drawing
dr
pins, pens
- A large piece of material or tablecloth for each group
- An enlarged World map
- Supermarket carrier bags for each group
- Four to seven items of food including: pulses/grains;
tinned fish/fruit; coffee/tea; a packaged/ processed
foodstuff; a bar of chocolate. Make this collection
from as wide a variety of countries as you can.
Ensure that every item is labelled with its price (you
may have to label it yourself.)

Divide the class into groups.
groups Give each group pens and small blank cards to label
the food. Ask each group to unpack their bag, record the name of each food, how
it is packaged, the country it comes from, the brand name, and its price. They
write labels to show the country of origin of each item and display their items on
the cloth. Each group presents their foods to the class. The groups find the
countries their foods come from on the map, and mark them with a drawing pin
and string tied to the labels. The class can look at the range of countries.
- How many of the countries are LEDCs?
- Why are many of our foodstuffs grown or produced in LEDCs?
- Which foodstuffs in the supermarket bags come from which continents?

SHOULD TRADE BE
‘FREE’ OR ‘FAIR’?

Sponge farmer from MERIP
(Marine and research Institute of
Pohnpei) in Micronesia

When countries import goods they often charge a special tax called a tariff. When countries want to support growers
in their countries with good prices they often pay an amount to the producers regardless of what the product will sell
for, this is called a subsidy. The recent trend in world trade has been to reduce tariffs and subsidies. This is
encouraged by The World Trade Organisation (WTO).
Many countries have signed free trade agreements with each other or between groups of countries. They promise to
reduce tariffs on goods and subsidies to producers for countries which sign up to the agreement. New Zealand has
many free trade agreements signed and under negotiation.

FAIR TRADE

FREE TRADE

Fair trade is a trading relationship between buyers and LEDC
producers that seeks to be as fair as possible. It pays for goods
at a fair and stable price and aims to build long term trading
relationships with good communication so producers can plan
for their future.
Organisations like Trade Aid buy from LEDCs and ensure that
producers make enough money to live a decent life and to build
their businesses and communities. In New Zealand, you can
buy lots of fair trade goods like:
- chocolate bars, rice, sugar and spices
- coffee, tea, and drinking chocolate
- cotton tees and clothing, scarves, bags
- jewellery, home wares, toys etc.

The idea: with less rules imposed by governments, the ‘market’
will do what is most natural - i.e. best for the country and the
people. For example: less rules would mean less tariffs and
less subsidies which mean cheaper products (good for buyers)
and more trade (good for producers).
But does leaving the rules up to the ‘market’ ensure that
everyone benefits equally?
Fair traders say no. This is because different countries have
different advantages and disadvantages (higher/lower living
costs, less/more access to welfare etc) which affect people
differently and affect the ability for business to develop
differently. Fair trade seeks to level the playing field with fair
rules and ensure everyone’s human rights are protected.

THINGS TO THINK ABOUT…
- Are some rules necessary? Labour rules? Environmental rules? What happens to these under free trade?
- What happens to a countries right to make its own rules?
- Some MEDCs force free trade rules on LEDCs (often through involvement in the WTO) that they do not adhere to themselves.
- Why? Investigate the way the U.S trade compared to the beliefs they espouse.

ACTIVITY:
Why not organise the class into two sides and debate the two perspectives?

THE POWER OF TRANSNATIONAL CORPORATIONS (TNCS)
A TNC is an international company
company, which may have its headquarters in London
London, but its factories in France oor Indonesia. TNCs usually have
brand names that you may recognise, even if you don’t know the name of the TNC. For example,Nestlé brands include: Nescafé, Maggi, Milky
Bar, Lean Cuisine, Milo, Nesquik, Purina (pet food), Aero, KitKat, Rolo, Smarties, Jenny Craig, Uncle Toby's and many more.
* Find out about a TNC and its brands by visiting the company website. You could look at Shell, Nestle, Unilever or others

DID YOU KNOW...
- TNCs account for two-thirds of world trade
- Shell’s sales are the same size as the economy of South Africa
- It is hard for governments to control TNCs because they can move business and factories
around the world if they don’t like a country’s rules
- Governments attract TNCs to create jobs, but often have to offer incentives like lower tax bills,
or less restrictive labour or environmental conditions

QUESTION:
Which do you think
TNCs would prefer?
Free or fair trade rules?
Why?

Copyright 2008, Gary Goodman Equal Exchange

USING TRADE TO
MAKE A DIFFERENCE

Children from the cocoa
co-operative CONACADO,
Dominican Republic

“Overcoming poverty is not a gesture of charity,
it is an act of justice” - Nelson Mandela 2005

Trade Aid uses trade as a tool for poverty alleviation. They believe that if everyone involved in trade, including
consumers, expected trade to be fair, that it would help alleviate poverty in the world. Trade Aid define their
form of trading as: ‘a trading partnership, based on dialogue, transparency and respect, that seeks greater
equity in international trade. It contributes to sustainable development by offering better trading conditions to,
and securing the rights of, marginalised producers and workers - especially in the South.’

INQUIRY IDEA…
Trade Aid belongs to an international membership organisation
called The World Fair Trade Organisation. In comparison to other
labels which can be used by companies on a small percentage of
their products, the WFTO Mark represents an organisation which
trades fairly 100% of the time.
How many ethical labels or certifications like
the World Fair Trade Organisation mark can
you find?
Choose a certification that interests you and its
corresponding product. Using your inquiry skills
find out how this label claims to make a
difference and help solve some of the problems
faced by the producers of the products. What
are the strengths or criticisms of this label both yours and others opinions?
Is this label on products in NZ? How does it
compare to labels you find on similar products
in your local supermarket?
Design a presentation or poster advertising either:
- why people should be interested in ethical trade and certification
-a fair trade product available in a shop near you

TO CONSIDER:
·
·
·
·

Q

How can we remove the face of poverty from our world?
Can (and should?) trade play a part?
In the past has international trade played a positive or negative part?
What part do we want trade to play in the future?

INQUIRY IDEA…
Corporate
orate Responsibilities
List the companies whose products you buy that are involved
in international trade (think about clothing, food and drink,
sports equipment).
Inquire into which of these companies consider themselves
to have a corporate responsibility to the people who make
their products.
What do these companies with corporate responsibilities do?
Do they use any ethical certifications? Do they have ethical or
environmental policies?
What do you think ‘corporate social responsibility’ means?
Are ethics in trading important? Should justice be a part of
every trading relationship? Why or why not?
Do you agree or disagree with what they’re doing? Is it
enough? If not what could/should they do?
Would you pay more for a product if you knew the company
was treating the people they work with fairly?

CHECK THESE LINKS OUT...
The Trade Aid websites:
www.tradeaid.org.nz
www.sweetjustice.org.nz - for sweet information!
The Dubble Story - how dubble chocolate was born and guaranteed
fair play for cocoa growers:
www.dubble.co.uk/dubble_story

World Fair Trade Day 2010:
www.wftday.info

List of NZ trade agreements:
www.mfat.govt.nz/Trade-and-Economic-Relations/Trade-Agreements/index.php

For more information such as facts and problems with current trade in food (coffee, tea, sugar, chocolate etc) visit www.tradeaid.org.nz
(education) for supplementary information to help you teach ‘trade’.

