
Global Economics 
 
Lesson 6:  Trade and Economic Development 
 
1. a. Define economic growth.  Use a production possibilities curve to show it. 
 b. What causes economic growth? 
 
2. a. What is the relationship between labor productivity and real wages or living standards of 

 workers? 
 b. What causes increases in labor productivity? 
 c. Give three policies are helpful in increasing labor productivity? 
 
3. Many less developed countries after they gained independence adopted policies that included 

industrialization with import substitution (as opposed to export promotion), central planning, and 
high tariffs and other controls to limit imports.   

 a. Did these policies promote the development of these policies? 
 b. Describe some of the outcomes of these policies. 
 
4. Which countries have developed more rapidly, those that pursued open trade or those that were less 

open?  What other factors contribute to economic development?  List and explain a few. 
 
5. Who opened China starting in 1978?  What were some of the policies adopted to open China?  Was 

it successful?  Explain. 
 
6. Describe some of the characteristics of India before and after the changes that occurred in the 

1990’s.  Have these been successful? 
 
7. Why is a worker in the US 5 to 10 times more productive than a worker in Bolivia even after taking 

into account differences in technology, physical capital, and human capital? 
 
8. What is meant by the term, “industrial policy”?  Can you describe some of the problems that 

accompany industrial policy?  Can you describe some of the successes? 
 
9. You are now in charge of the economic policies of a less developed country.  List and explain 

several policies that you would put in place to promote economic growth. 
 
10. Do agricultural price supports in developed countries had beneficial effects on the development of 

poorer countries?  Explain. 
 
11. Let’s imagine that we are somehow able to double the money wages of all workers in a less 

developed country.  What effect would this have on the real living standards of the workers?  Would 
living standards double also?  Explain. 

 
12. If real wages are low, does that mean that productivity is also low? 
 
13. Is it fair that producers in a high wage (and living standard) country must compete with producers in 

countries that have very low wages?  Do low wages mean low labor costs to producers?  Explain. 
 
14. In country A, the average wage is $20 per hour.  In country B, the average wage is $1.00 per hour.  

How is it possible that a firm in country A could have lower labor costs of producing a good? 
 
15. Why would you favor or oppose a rule that required foreign companies to provide the same wages 

and working conditions in their factories in the less developed countries as they do in their home 
countries.  Would workers in less developed countries benefit or be harmed by such a rule.  Explain. 
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16. Generally, do you think that free trade helps or harms the condition of women in less developed 

countries?  Are women generally helped or harmed by working in factories and at wages that we 
find unacceptable? 

 
17. Do you think that labor standards should be part of trade agreements?  Do you think they would be 

misused?  Do you think it would improve the situation of workers in less developed countries? 


