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Section 1: Guided Reading and Review

Levels of Development
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74 Chapter 18 Guided Reading and Review

A. As You Read
As you read Section 1, fill in details comparing characteristics of developed nations and less
developed countries in the blanks provided.

Developed Nations Less Developed Countries
per capita GDP 1. 2.

energy consumption 3. 4.

labor force 5. 6.

literacy 7. 8.

life expectancy & infant mortality 9. 10.

B. Reviewing Key Terms
Match the descriptions in Column I with the terms in Column II. Write the letter of the correct
answer in the blank provided.

Column I

11. services and facilities necessary for an economy to function

12. country with low levels of material well-being

13. a nation’s GDP divided by its total population

14. more successful less developed country

15. raising just enough food to feed one’s family

16. average expected life span of an individual

17. process by which a nation improves the economic, political, 
and social well-being of its people

18. proportion of the population over age 15 that can read and
write

19. country with a higher average level of material well-being

20. the number of deaths that occur in the first year of life per
1,000 live births

21. extensive organization of an economy for the purpose of
manufacture

Column II

a. development

b. subsistence agriculture

c. infant mortality rate

d. industrialization

e. developed nation

f. infrastructure

g. life expectancy

h. newly industrialized country
(NIC)

i. literacy rate

j. per capita gross domestic
product (per capita GDP)

k. less developed country

high per capita GDP
high energy consumption signals
industrialization
most of labor force works in
industry and services
well-educated with high 
literacy rate
People are healthy, leading to low
infant mortality and long life
expectancy.

low per capita GDP
low energy consumption signals
low level of industrialization
most of labor force engaged in
subsistence agriculture

low literacy rate
Poor diet and lack of health care
lead to high infant mortality and
short life expectancy.

f

k

j

h

b

g

a

i

e

c

d



©
P

ea
rs

on
 E

du
ca

tio
n,

 In
c.

NAME CLASS DATE

Section 2: Guided Reading and Review

Issues in Development

Guided Reading and Review Chapter 18 75

A. As You Read
As you read Section 2, supply the missing effects of problems suffered by less developed coun-
tries in the spaces provided.

Cause: Rapid population growth

1. Effect:

Cause: Uneven global distribution of resources

2. Effect:

Cause: Lack of physical capital

3. Effect:

Cause: Lack of human capital

4. Effect:

5. Effect:

Cause: Colonial dependency

6. Effect:

Cause: Government corruption

7. Effect:

Cause: Political instability

8. Effect:

Cause: 1973 OPEC price increase

9. Effect:

B. Reviewing Key Terms
Complete each sentence by writing the correct term in the blank.

10. Land suitable for producing crops is considered .

11. The increase in a country’s population in a given year is called the .

12. The difference between a country’s death rate and birth rate is called the
.

13. People who get too little nutritional food suffer from .

A large proportion of population is young and dependent.

Some nations will have harsh climates, uncertain rainfall, and lack of good farmland or
mineral resources.

Without physical capital, industry cannot grow and people are not able to save money.

Lack of human capital means there are few people who are skilled workers or
professionals to make the economy function effectively.

Lack of human capital also means foreign investment is discouraged.

Countries were forced to rely on manufactured goods from their colonizers, which
prevented development of industry within the colony.

Government corruption in LDCs meant that leaders made themselves and their friends
rich and let their countries crumble.

Political instability leads to money being spent on weapons of war instead of on
development.

Many LDCs had to borrow more money for oil, making it difficult to pay back debts.

arable

population growth rate

natural rate of population increase

malnutrition

Possible answers below
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Section 3: Guided Reading and Review

Financing Development
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76 Chapter 18 Guided Reading and Review

A. As You Read
As you read Section 3, supply the missing information in the spaces provided.

List three advantages economists believe multinational corporations bring to LDCs.

1.

2.

3.

List three disadvantages economists believe multinational corporations bring to LDCs.

4.

5.

6.

Give an example of why nations provide aid to less developed countries.

Humanitarian:

7.

Political and Military:

8.

9.

B. Reviewing Key Terms
Define the following terms.

10. internal financing

11. foreign investment

12. foreign direct investment (FDI)

13. foreign portfolio investment

14. United Nations Development Program (UNDP)

15. World Bank

16. International Monetary Fund (IMF)

17. debt rescheduling

18. stabilization program

They introduce technology.

They create jobs and job training.

They provide the opportunity for related services and industries to develop.

Most of the money earned by MNCs goes to foreign investors and does not stay in the LDC.
Most of the industries of MNCs are capital-intensive and provide few jobs relative to the size of the
labor pool in the LDC.
MNCs may pay low wages and may not offer satisfactory working conditions or environmental
protection.

to build schools, roads, sanitation systems, and other infrastructure

to help allies win wars or keep enemies from extending influence

to rebuild war-torn nations so that they can create stable democracies

financing derived from the savings of a country’s own citizens

investment that originates from other countries

the establishment of an enterprise by a foreigner
the entry of funds into a country when foreigners make purchases in
the country’s stock and bond markets

one of the world’s largest sources of grant 

funding for economic and social development

the largest provider of development assistance

Originally developed to stabilize international exchange 
rates, it has expanded its role to facilitate development by offering policy advice and technical
assistance to LDCs.

lengthening the time of debt repayment and forgiving, or dismissing, part of 

the loan

an agreement between a debtor nation and the IMF in which the debtor 
nation agrees to revise its economic policy to provide incentives for higher export earnings and to 
lower imports

Possible answers below

Possible answers below
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Section 4: Guided Reading and Review

Transitions to Free Enterprise

Guided Reading and Review Chapter 18 77

A. As You Read
As you read Section 4, provide details for each numbered item in the sequence chains below to
show the series of events leading toward a free market economy in Russia.

Transition in Russia

Mikhail
Gorbachev
introduces
glasnost.

Gorbachev introduces perestroika, which brings eco-
nomic freedoms such as:

1.

2.

3.

Economic reforms cause
several hardships:

4.

Communism
falls, and
Boris Yeltsin
is elected
president.

Boris Yeltsin lifts price controls, which causes:

5.

6.

7.

B. Reviewing Key Terms
Answer each of the following questions.

8. Why is the work ethic important to a system of privatization?

9. How are glasnost and perestroika related to free enterprise?

10. How did the focus on light industry benefit consumers?

11. How did economic growth in China’s special economic zones compare to economic growth in 
the interior regions?

When businesses become privately owned, 

individual owners must value hard work in order to succeed in the business.

Glasnost was a policy of openness or political 

freedom, which Gorbachev believed was necessary for perestroika, or economic change, to successfully lead to 

free enterprise.

Goods such as clothing, appliances, and bicycles 

were produced by light industry for consumers.

The special economic zones experienced rapid economic growth, while the interior regions 

lagged behind, and large numbers of people left the interior regions for the booming cities.

factory managers deciding about production
and pricing

people starting their own businesses

farmers getting long-term leases on land

some people lose 
secure government
jobs, benefits, and
pensions

prices to triple, per laws of supply and demand

wealth to be concentrated in urban areas

corruption and crime to become widespread

Possible answers below

Possible answers below
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