UNIVERSITY LEVEL ECONOMICS ESSAY EXAMPLE

The Implications of Globalization on Income
Inequality

This essay demonstrates the analytical pattern expected at undergraduate level:.a specific thesis in the
introduction, two developed mechanisms in the body (skill premium and labor market displacement), a
policy evaluation section, and a conditional conclusion that rejects the simple policy response. Notice
how the Autor, Dorn and Hanson (2016) citation elevates the argument from theory to evidence.

Globalization has transformed labor markets, trade patterns, and income distribution across both
developed and developing economies. While its aggregate effects on global GDP have been
broadly positive, its distributional consequences are more contested. This essay argues that
globalization increases income inequality within developed economies through labor market
displacement and the skill premium, while offering developing economies both opportunities for
growth and risks of dependency. Addressing these inequalities requires targeted policy responses
rather than a rejection of global integration.

Globalization and the Skill Premium

As economies integrate into global supply chains, they increasingly specialize in activities that
reflect their comparative advantages. In developed economies, this tends to mean a shift toward
skill-intensive sectors: finance, technology, and professional services. This shift raises demand for
high-skilled labor, driving up wages for workers with advanced qualifications. Workers without
those qualifications face declining demand, stagnant wages, and increasing precarity. The result is
a widening gap between high-skilled and low-skilled earners that can be directly attributed to the
structural changes globalization drives.

The skill premium is not a theoretical abstraction. Autor, Dorn, and Hanson (2016) documented
significant wage depression in US labor markets most exposed to import competition from China,
particularly in manufacturing-heavy regions. Their findings showed that adjustment costs fell
disproportionately on low-skilled workers and were far more persistent than standard trade models
predicted.

Labor Market Displacement and Job Polarization

Globalization accelerates labor market polarization through two related channels. The first is
offshoring: firms in high-wage economies relocate routine manufacturing and service functions to
lower-wage countries, eliminating middle-income jobs in the process. The second is technology
adoption: firms that face global competition are under pressure to automate, which further reduces
demand for routine cognitive and manual labor. The combined effect is a labor market where
high-skill and low-skill jobs expand while middle-skill jobs contract. This pattern has been



extensively documented in the US, UK, and Germany over the past three decades.

Policy Responses

The conventional policy response to trade-induced inequality focuses on redistribution and skills
investment. Progressive taxation and social transfers can offset some of the income dispersion
that globalization generates. Investment in education and retraining programs can, in theory, help
displaced workers transition into higher-skill sectors. In practice, the evidence on retraining
effectiveness is mixed. Workers displaced from manufacturing in their 40s and 50s face
substantial barriers to acquiring new qualifications, and the sectors most accessible to them often
pay significantly less than the jobs they lost.

A more structural response would involve place-based industrial policy directing investment toward
regions most exposed to trade disruption rather than relying solely on individual-level
interventions. Some economists also argue for managed trade agreements that include
enforceable labor standards, reducing the incentive for firms to offshore purely in search of lower
wages.

Conclusion

Globalization increases income inequality within developed economies through well-documented
mechanisms, but this does not make protectionism the correct response. Restricting trade would
sacrifice the aggregate gains from global integration, which have raised living standards across
both developed and developing economies over the past half-century. The more defensible
response is to accept globalization's aggregate benefits while using fiscal and industrial policy to
distribute those benefits more broadly. The distributional failures of globalization are a policy
problem, not an argument against openness.
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