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Money: As a means of payment
-Gold and silver are the only type of currency with intrinsic value 
-Uses of money: to buy a product and to invest
-Money is exchanged for another currency then for a product (i.e. Chinese Yuan for Canadian dollars for Oil) one-way money is used (for purchases in another country)
-Currency can also be exchanged and used for investment (by buying a Canadian company or opening a company, new factory or mine)
-If the currency has value in its own country there has to be a way to establish equivalency between two currencies (1$ US dollar buys $1.30 Canadian)
-Exchange rate – a mechanism by which the value of national currency insect in global economies when the currency can be exchanged it is considered convertible (main method is floating exchange rates)

Floating Exchange Rates
-Way in which value of currencies are established in comparison to others
-No capital control - Governments mustn’t prevent people from taking their money and putting it in others (Canadian governments knows how much money leaves Canada but its shouldn’t stop that money)
-Currency markets – look a lot like the stock market; where people go to exchange a lot of one currency for another. Average of all exchanges is the exchange rate (its called floating because it varies day to day and nobody regulates it just the market)
-Limited government role governments not in a position to authorize or predict the exchange of one currency for another because that would limit trade 

Canadian Oil & Gas Exports
-Thomas Mulcair a lot of job loses in Ontario in manufacturing is because the Canadian dollar is too high relative to US dollar where most of the exports go
-Dutch Disease because in the 1950s gas was discovered in the Netherlands, economic development that happened following this was in gas sector. Companies wanted to exploit the reserves what happened was when a lot of foreigners want to buy one sector in order to buy the product that are made they need to acquire the currency  (this creates demand for that currency) 
-Oil and gas in Alberta mainly demand from oil is demand for Canadian dollar 
-This causes the Canadian dollar to rise in relative to the US dollar 
-Products that are manufactured in Quebec, Maritimes they are priced in Canadian dollar whose value is high (more expensive) which means when they reach the target area which is the US it means that our products are less likely to be sold 
-Oil development criticised because it resolves around that one product (if there wasn’t massive demand or product demand was more spread out this would be less of a problem)
-Economists say that 20-50% of jobs in central Canada primarily in Ontario is due to this economic problem; Canada gov’t & premier’s opponents argue that factories closed because they are unproductive. Canadian dollar value going up in last 10 yeas 25, 30 40% in order for factories to remain competitive they would have to increase their productivity by 25% 30% 40%. 

Conclusion
Global Trade 
-Inclusion in the global economy for the purpose of finding markets for a country’s companies’ products
-Inclusion in the global economy is a way to obtain products not made in one’s country
-We also trade so we can get cheaper items from countries in other countries 
Global Finance
Circulation of money for the purpose of buying/selling goods and circulation of money for investors to buy or invest in companies there or to begin new one
Inclusion in the global economy is a way to find places to invest
Inclusion in the global economy is a way to obtain investment from outside


May 24th – Poverty and Development 
Poverty – Absence of development and as having a very low GDP
Development – Process by which a population and country move from state of undevelopment or poverty to a state of development (traditional/agricultural to industrial and even more to a service based economy)

Developing Countries 

Recognizing Developing Countries: Geography 
-Developing Country – Used to be a colony of a European state sometime in the last 500 years
-One way to identify developing countries is geography but its not the best way (some European colonies aren’t developing like Canada, New Zealand and Australia)
-Some poor countries are in the Global South; expression developing countries, third world (1940s-1950), Least developing countries (LDCs), the global south 
Timeline
· 1500s-1940: colonization
· 1945/7-1970s: decolonization
· The Cold War context (developing countries problem to two main states who were wondering what kind of economic model they would choose; capitalist or communist)
· New countries as a “problem”



Recognizing Developing Countries: $ Per Day
-Number of dollars per day that you accumulate is another method of determining status of country (GDP), which equates to 1/365 or 2/735
-This is not the best way to assess wealth or poverty because it’s an average 
-It does tell you how poor people are; doesn’t tell you how rich the rich are

Recognizing Developing Countries: Size of Economic Sectors
-Economic sector: Agriculture, Industry (Natural resource sector; Coal, Oil, Gas and Aircraft) is broad, Services (everything that does not involve the exchange of product)
-You can also look at their share of employment in which sectors 

Development Standard Definition Versus Human Development 
-Can be defined in two ways that most economists still use 
Standard Definition: Idea that GDP grows as a result of industrialization; Focuses on economic growth;  
· The Cold War & the invention of “development”; this concept was created following WWII to entice new nations to follow the US model of economics; wanted these nations to follow the free market model. To do this those countries needed to: (see below)
· Copying the US/European model 
· Industrialization of agriculture
· From agriculture to industry to mass consumption
Human Development: Starts on the premise that GDP growth is not enough because GDP growth shows growth but not if people are getting better in country (wealth of country doesn’t spread to everyone) other things need to be taken into account such as: 
· Harder to measure
· nutrition
· health
· physical security (is there everyday life secure or do they live in violence)
· leisure (do they have leisure time? Not just developed countries; you are barely scraping by in developing countries work harder for less) 
· participation in community (political participation) 
· creative life (time to do things for self-realization)
-This is measured by the Human Development Index; the HDI is a combination of different aspects of well being such as life-expectancy, average years schooling (education), gross national income per capita (explains standard of living in country), this is just an average though so it suffers same limitations of averages doesn’t show distribution just shows general idea




Origins of the Debt
-Not entirely resolved in developing countries but its on its way 
-In order to understand debt crisis you must understand a powerful commodity, which is the oil and the countries that control it created OPEC
-Late 1960s was the creation of OPEC (petroleum trading countries) 
-These countries wanted to obtain better prices from the oil (traded through seven companies) after being exploited by European oil companies and US for little money
-They were getting low price so they decided to be make oil nationalization in their countries 
-Oil was quadrupled in 1973 to oil buyers in US and European and it came back down
-This meant that the countries exporting the oil had huge revenues overnight and instead of keeping in country (problem such as inflation) they put it in western banks and Europe
-Other countries need capital though ones that didn’t produce oil (one way was to get capital was to borrow from banks this was the first step towards the debt crisis)
-Loans given in 1974 and 1975 and the problem that occurred was interest went up on loans
-Expected to pay during 3-5 years and they would be able to make profits from whatever companies they had made however this didn’t happen 
-This meant countries had to take out more money in order to pay back the original in hopes that in next date for loan return they would have the money
-Mexico was the first countries to tell its states that it wouldn’t be able to pay its loan in 1982 
-Interest rates on the first loans looked they were low enough for developing countries but by the time the first loan was up interest rates had tripled or quadrupled  (i.e. the example is the student loans and the amount) 

The IMF and the Structural Adjustment Programs
-IMF works like a bank but it just manages money put in by governments and it accepts as a lender of last resort (after private banks, individuals, etc.)
-In exchange for loan in demands that government makes economic change 
	>Removing obstacles to barrier
	>Removing restriction on workers
	>Free trade (no protecting industries)
	>Reduce their spending (in healthcare and education) 
	>Eliminate subsides in staple foods (basic foods that people eat rice, corn) 
-These were known as conditionality’s and in 1908s as structural adjustment programs (now known as economic reforms) 

SAP’s objectives
-Were to impose good economic policies 
-Supposed to allow these nations that received loans from IMF to restore fiscal balance
-Once they repaid debts they would restore credit rating 
-They were supposed to create an investment climate and conditions for economic growth (this is supposed to get economy going again)
-In the late 1990s the IMF realized that they were weakening the population further:
-If they have to pay back debt that means they have to shift money (first policy was a reduction in wealth redistribution; no more support for poorest in Mexico) 
-Increased in cost of living because of lost of subsidies 
-Increase poverty, children mortality, and maternal mortality, and political instability 
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