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“The rich get richer, and the poor get poorer.” Like many sayings,
this one is not always true, but recentl;(/1 )it has been. Many studies in the
United States have documented that the earnings gap between high-skilled
and low-skilled workers has increased over the past two decades. Figures
show that in 1976, college graduates earned on average 55 percent more
than high school graduates; in 1994, they earned 84 percent more. The

(2)
economic incentive to stay in school is as great today as it has ever been.

Why has the gap in earnings between skilled and unskilled workers
risen in recent years? No one knows for sure, but economists have
proposed two explanations. Their first explanation is that international
trade has altered the relative demand for skilled and unskilled labor. For
example, imports into the United States have risen from 5 percent of total
U.S. production in 1970 to 13 percent in 1995. Exports from the United
States have risen from 6 percent of total U.S. production in 1970 to 11
percent in 1995. Because unskilled labor iz)plentiful and cheap in many
foreign countries, the United States tends to import goods produced with
unskilled labor and export goods produced with skilled labor. Thus, when
international trade expands, the domestic demand for skilled labor rises,

while the domestic demand for unskilled labor falls.

The second explanation is that changes in technology have altered

[ I nlive demand for skilled and unskilled labor. Consider, for instance,
Introduction of computers. Computers raise the demand for skilled
urkers who can use the new machines and reduce the demand for
nkilled workers whose jobs are replaced by the computers. For
mple, many companies now rely more on databases, and_ less on filing

cubinets. This change raises the demand for computer programmers and

reduces the demand for filing clerks.

Both explanations try to explain why the demand for skilled labor
(4)

has risen over time when compared with the demand for unskilled labor.

However, economists have found it difficult to measure the strength of
these two explanations. It is possible, of course, that both are true.
Increasing international trade and technological change may share
responsibility the increasing inequality we have observed in

recent decades.
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() Ax international trade expands, the demand for unskilled labor decreases in the
US because the US makes use of cheaper foreign unskilled labor. BAZFKE
(3 American economists consider it difficult to find measures to fill the income gap  392%&
between high-skilled workers and low-skilled workers. LA A AvAd

@ Advances in technology enable people to acquire skills more diversified than p. 112
they used to be.

@ Although the true reason for the increasing income gap isn’t clear, it may be
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unskilled workers to developed countries. (1) beyond recognition
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