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Just to fill in the space and make this document look like an article I have used an old economics essay of mine.

One major obstacles faced by these countries is their dependency upon commodities. They therefore form the basis of the countries exports and its ability to bring cash into the country. The problem with this is that they depend greatly upon the sales of these products, and if sales full for what ever reason they ability to develop will be greatly hindered. Firstly the price of commodities has fallen over the past several years, thus meaning producers of these products have reduced profits, the countries terms of trade are decrease.  
This means that consumers can buy less and less imports for the number of exports sold. The nature of the products, also mean that their producers are at a disadvantage in terms of the inelasticity of the products and time lags associated with their production. The overall effects of the above results in an obstacle to development as consumer’s incomes will decrease along with national income. This means they cannot improve their standards of living which is how in part development is measured. A declining commodities industry will also have negative effects upon the confidence in the country and thus investment may cease to exist, thrusting the country into a development trap.


Secondly an obstacle would be their ability to develop in terms of the Harrod-Domar theory. A country must be able to increase its savings ratio and decrease its capital output ratio in order to achieve development. This is very hard to do in most LEDC’s. Firstly because confidence is often at an extreme low then investment does not exist and therefore neither does savings. Savings are needed in order for people to invest in the economy and begin a multiplier effect. This is an obstacle because people do not have the confidence in the banking systems and the currency to save and also because employee’s wages are so low they simply have to consume all of it to stay alive. They therefore do not have any spare cash to save and that can then be used to invest.
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