
The Economics of Globalization and Inequality

Shamik Dhar, Chief Economist and Director for Economics at the British 
Foreign and Commonwealth Office



The Economics of 

Globalisation and Inequality

Shamik Dhar, FCO Chief Economist



Globalization – the background
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Globalisation: who gains?
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Financial crisis: permanent loss



Labour and capital
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Workers – a smaller share of the pie 
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Stagnant real wages for some
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Not unprecedented…



International capital flows 
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Source: IMF, ECB calculations 



Some social consequences
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Manufacturing decline 
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Share of manufacturing jobs in total employment, OECD



Manufacturing: who gains?
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The Relationship between the manufacturing Employment Share (panel A) and the Non-

manufacturing Employment Share (panel B) and the Male-Female Mean annual earning gap in 

adults aged 18-39 in 2000. Autor et al. 



Participation rates: US 
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Inequality and social mobility
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Social repercussions: mortality
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Drug, alcohol and Suicide morality in white non-

Hispanic men and women, US- by education. 

Drug, alcohol and suicide mortality in white non-

Hispanic men and women ages 50-54, by country. 

Source: Case and Deaton 



Some political consequences
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US public skeptical
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But Brexit is different
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Reflected in election results
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Global Britain
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G7 Trade Openness
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The UK is also open to investment 
and invests overseas
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UK education is global and world leading

3 
of the top 10 Global 

universities
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45%
Interdisciplinary articles 

co-authored with 

international colleagues

438,010
Non-UK students studying in 

the UK in 2015/16

15.9% 
of the world's most 

highly-cited articles

1st
by field-weighted citation impact 

(an indicator of research quality)

127 
Nobel laureates



Summing up
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Key takeaways

Globalisation can be defined as the international integration of 

goods, capital and labour markets

It has been rapid since c. 1980 – and has done a lot of good, lifting 

a billion people out of absolute poverty

But there have been losers – particularly in the West.  The gains 

have not been spread evenly; the losers have not been 

compensated

Many recent geopolitical developments have their roots in 

globalisation – and we may see a pause as doubts rise

But the UK intends to remain an outward-looking nation.  Not to 

resist globalisation but to make it work better for all.




