
TRADE AND DEVELOPMENT (Week 6 and 7)

DEVELOPMENT ISSUES AND CHALLENGES & THE ROLE OF AID IN 

DEVELOPMENT:

The Effect of Development on the Environment:

1. Development is linked to increases in industrialisation and technology. 

2. The positive impact this brings for human beings is economic and social 

improvements, however, this can have a negative impact on the environment.

3. Some of these effects include:

3.1 Global warming

3.2 Deforestation

3.3 Soil erosion

3.4 Water and air pollution

3.5 Extinction of plants and animals

Diagram showing the effects of development on the environment.



Overconsumption & Biocapacity:

1. The more developed a society becomes, the more resources it consumes. A 

balance between the rate of at which people use resources and the Earths 

capacity to reproduce these resources needs to be maintained.

2. Biocapacity is the biological ability of the Earth to reproduce resources and 

absorb waste generated by humans. 

3. The ecological footprint is the amount of biologically productive area humanity 

uses in order to meet its needs. 

4. At the current rate humanity’s ecological footprint is greater than Earth’s 

biocapacity.

The figure below confirms that resource consumption increases with the level of 

development. 



The Role of State and Business in Development in South Africa:

1. The ultimate responsibility for development of a country lies with the state.

2. Various social and economic development policies and programmes are 

implemented in order to do this. 

3. The government may choose its involvement in a programme, either it is 

completely responsible or they only play a supportive role.

Ways that Government Assist Development:

1. Central State Control

1.1 Central government, provinces and other state departments initiate 

development projects. 

1.2 These projects are large-scale, long-term and require large sums of

money. 

1.3 A current example would be the NGP (New Growth Path). 

1.4 This is a state development policy for economic growth and equity. 

It plans to bring about development by creating jobs and reducing 

inequality and poverty.

2. Weak State Control:

2.1 Where state control is weak, government often fails to satisfy basic 

conditions and carry out its responsibilities, such as to provide 

public services and to reduce widespread corruption and 

criminality. 

2.2 The characteristics of these states are:

2.2.1 An ineffective, weak central government;

2.2.2 Little control over the states; and

2.2.3 Sharp economic decline

3. Public or Private Partnerships

3.1 In any market-based economy, state owned, cooperative and 

private enterprises need to work together.

3.2 State enterprises should be able to make more decisions with 

respect to pricing, production and distribution of products and 

services. 



3.3 The private should be expanded through privatisation (transfer of 

ownership from the public to the private sector). 

3.4 This is believed to improve output, profits and efficiency of the 

organisations.

The Role of Aid in Development:

1. In order to improve the standard of living, especially in developing countries, 

large sums of money are needed. 

2. International development aid is when the MEDCs help LEDCs with loans 

donations and assistance.

3. The MEDCs are referred to as the donors as they are granting the aid and the 

LEDCs are referred to as the foreign aid recipients.

4. Aid is used to develop economies and improve services to better the quality of 

life for its population. 

5. Aid can also be given with or without conditions.

6. The following are a few examples of development aid:

6.1 Bilateral – from one government/country to another

6.2 Multilateral – from international organisations (UN, World Bank)

6.3 Non-governmental organisations and private organisations ( Red Cross)

6.4 Private banks

6.5 Direct investors (MNCs, Apple, Sony)

The Impact of Aid on Development:

ADVANTAGES OF AID DISADVANTAGES OF AID 
Education and skills training can be 
improved. 

Government receiving aid may have 
secret bank accounts in which it hides 
the foreign aid money for private 
purposes. 

A recipient country can receive a large 
sum of money to invest on the 
development of that country (power 
stations, harbours, bridges). 

Food often ends up being sold privately
on markets. 

Money can be used to improve schools,
health care and basic needs of people. 

Aid sometimes has conditions attached 
e.g. governance and political reform. 

Developing countries benefit from the 
expertise and modern technology of 
developed countries. 

Some governments in LEDCs 
manipulate their indicators of 
development to make them appear 
poor and in this way receive extra aid 



payments. 

Development projects create jobs, 
benefiting the local people and the 
economy. 

Aid is perceived as a hand-out, not to 
assist in economic development. 

Debt repayments can outweigh the aid 
received.

Projects encouraged are often 
inappropriate to the needs of the 
people.

Products made in MEDCs from the 
LEDCs natural resources are sold back 
to them at higher process.


