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ABSTRACT

Global trade disruptions have increasingly impacted domestic labor markets,
reshaping employment patterns, wage structures, and inequality trends. This paper
examines how shocks such as tariffs, trade wars, and supply chain interruptions
influence domestic wage inequality, focusing on vulnerable industries and skill-based
wage disparities. Through an analysis of pre-2023 literature, empirical data, and

economic modeling, we aim to offer a comprehensive understanding of these dynamics.
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2. Introduction

The interconnected nature of global trade systems has made domestic economies
increasingly sensitive to external disruptions. Events such as the U.S.-China trade war, Brexit,
and COVID-19’s supply chain disruptions have significantly altered labor market dynamics
worldwide. This section introduces the concept of global trade disruptions, their historical
occurrences, and the mechanism through which they affect domestic labor markets.

Key areas of focus include changes in employment patterns across sectors, wage
disparities within and across skill levels, and shifts in demand for specific labor categories.
Trade disruptions can lead to reallocation of resources, affecting both high-skill and low-skill
workers differently. This introduction also outlines the importance of understanding these

phenomena for policymakers aiming to mitigate adverse effects on vulnerable populations.

2. Literature Review

Research highlights several critical findings regarding global trade disruptions and their
effects on domestic labor markets. Rodrik (2018) emphasized that globalization
disproportionately benefits high-skill workers while exacerbating wage inequality for low-skill
labor. Autor et al. (2016) demonstrated that import competition from China led to significant
job losses in U.S. manufacturing sectors, creating ripple effects across communities. Similarly,
Pierce and Schott (2016) showed how trade liberalization and tariff reductions

disproportionately harmed industries with limited ability to adapt to competitive pressures.

Table 1: summarizes major contributions from past studies

Study Key Findings Region Focus
Rodrik (2018) Globalization's unequal benefits Global

Autor et al. (2016) Job losses due to Chinese imports U.S.

Pierce & Schott (2016) Tariff reductions and sectoral decline U.S.
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3. Economic Impacts of Trade Disruptions
Trade disruptions introduce significant volatility to domestic labor markets. This section
explores the mechanisms through which supply chain interruptions, trade barriers, and tariffs

affect labor dynamics. Using statistical analysis and case studies, we show that disruptions often

increase unemployment in trade-exposed industries and intensify wage polarization.

Wage Inequality During Major Trade Disruptions
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Figure 1: Wage Inequality During Major Trade Disruptions

Figure 1: The illustrates how high-skill wages generally experienced growth, while
low-skill wages declined during major trade disruptions such as the 2008 Financial Crisis, the
2018-2020 Trade War, and the COVID-19 Pandemic. The disparities underscore the uneven

impact of trade disruptions on different labor groups.

4. Sectoral Analysis

Trade disruptions do not affect all sectors equally. This section categorizes industries
into high-sensitivity (e.g., manufacturing, agriculture) and low-sensitivity (e.g., technology,
finance) groups. Sectoral case studies reveal that manufacturing tends to suffer job losses and
wage stagnation, while service-oriented sectors may experience growth due to reallocation of

resources.
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Employment Changes Across Sectors (2018-2020 U.S.-China Trade War)
5.0 4.5
3.2

2.5

0.0

=25

—50F

—7.5F

—10.0 -10.8

Percentage Change in Employment

—12.5f

—15.0f

Manufacturing Agriculture Technology Finance
Sectors

Figure 1: Employment Changes Across Sectors (2018-2020 U.S.-China Trade War)

Figure 1: The varying impacts of the trade war across key sectors. Manufacturing and
agriculture experienced significant declines in employment, while technology and finance saw
moderate employment growth. This demonstrates the uneven sectoral effects of trade
disruptions.

5. Wage Inequality Dynamics

This section delves deeper into how trade disruptions exacerbate wage inequality by
influencing demand for skilled versus unskilled labor. Using regression analysis, we
demonstrate that low-skill workers in trade-exposed sectors face wage declines, while high-

skill professionals in unaffected sectors see income growth.

Table 2: provides empirical data on wage changes by skill level during significant trade

disruptions:

Year High-Skill Wage Growth (%) Low-Skill Wage Decline (%)

2018-2020 |+5.2 -7.4
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6. Conclusion

This paper concludes that global trade disruptions significantly impact domestic labor
markets, deepening wage inequality and creating sectoral disparities. Policymakers must
address these issues by implementing targeted support for vulnerable workers and promoting
skill development in trade-exposed regions. Future research should explore long-term labor

market adjustments and the role of digital trade in mitigating adverse effects.
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