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» Please draw a diagram to describe the relationship among natural resources. What

is the basic distinction between renewable resources and nonrenewable
resources? (10 43)
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In many peripheral countries, 20 percent or more of all export earnings are swallowed up
by debt service-- the annual interest on international debts. In 2002, for example, 9
peripheral countries, including Angola, Burundi, Sierra Leone, and Zambia, had total
debts so large that they owed more than they produced.
At the root of the international debt problem is the structured inequality of the world
economy. The role inherited by most peripheral countries within the international division
of labor (the specialization, by countries, in particular products for export) has been one
of producing primary goods and commodities for which both the elasticity of demand and
price elasticity are low. The elast1c1ty of demand is the degree to which levels of demand
for a product or service change in response to changes in price. Where a relat1ve1y small
change in price induces a significant change in demand, elasticity is high; where levels of
demand remain fairly stable in spite of price changes, demand is said to be inelastic.
Demand for the products of peripheral countries in their principal markets (the more
developed countries) has a low elasticity: It tends to increase by relatively small amounts
in response to significant increases in the incomes of their customers. Similarly,
significant reductions in the price of their products tend to result in only a relatively small
increase in demand. Think, for example, of the cocoa-producing regions of West Africa.
No matter how they improve productivity in order to keep prices low, and no matter how
much more affluent their customers in core countries become, there is a limit to the
demand for cocoa products. In contrast, the elasticity of demand and price elasticity of
high-tech manufactured goods and high-order services (the specialties of core economies
within the international division of labor) are both high. As a result, the terms of trade are
stacked against the producers of primary goods. The terms of trade are determined by the
ratio of the prices at which exports and imports are exchanged. When the price of exports
rises relative to the price of imports, the terms of trade reflect an improvement for the
exporting country. No matter how efficient primary producers may become, or how
affluent their customers, the balance of trade will be tilted against them. Qulte simply,

they must run in order to stand still.
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