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Motivation

Cumulative Number of Trade Interventions over time

Federal Elections Cycle and Number of Trade Interventions

Announced

2010: Citizens United v. Federal Election Commission

Research Question

How does the political power of congressional
representatives, such as in the majority party or align with the
party of president affect the allocation of industrial policies?
Through which mechanisms?

Employment dominance vs. campaign finance (donor influence)

Which policy tools are most politically sensitive (e.g., tariffs, subsidies,

procurement mandates)?

Mechanisms

Political power matters when combined with economic motiva-

tion.

Channel 1: Local Employment Dominance — Representatives

protect industries that employ a large share of their voters (jobs,

re-election incentives).

Channel 2: Campaign Finance — Industries contribute money,

legislators return favors via policy; we find this substitutes, not

complements, employment incentives.

Institutional Power — Majority-party legislators have agenda

control, committee power, and informal influence over agencies

(letters, hearings, media pressure).

Related Literature and Contribution

(1) Political economy of trade policy Voting, elections, and

lobbying shape trade protection (Grossman and Helpman,

1994; Conconi, Facchini and Zanardi, 2014).

Existing work studies protection at the aggregate or tariff–industry level, but less

is known about how institutional political power shapes the broader allocation of

industrial policies across industries.

(2) Party alignment and distributive politics Majority-party

districts receive more federal funds (Clemens and Veuger,

2021; Albouy, 2013; Cohen, Coval and Malloy, 2011).

Few studies examine industrial policy allocation at the congressional

district–industry level.

(3) Industrial policy outcomes Focus on effects on productivity,

exports, firm performance (Juh´asz et al., 2022; Rotunno and

Ruta, 2024).

The determinants of sectoral allocation especially political determinants remain

underexplored.

Data

Construction of Political Power Exposure

Political Power Exposure

PPExposure
Emp
i,t =

∑
c

PPc,t ×
Employmenti,c,0

TotalEmploymentc,0

Time variation comes from PPc,t; exposure shares are fixed from the year

prior to the base year.

A (Bartik-style) shift-share structure.

A First Glace at Data

Treemap of Weighted Political Power in Tradeable Sectors

Political Power Exposure and Industrial Policies

Model Specification

IPi,t = α + β1 · PPExposure
Emp
i,t + β2 · TradeableSectorsi

+ Controlsi,tγ + φt + εi,t

PPc,t is a series of measures for political power which includes

CongressMajorityc,t, CongressPresidentc,t,

SenatorCongressMajoritys,t, SenatorMajoritys,t and

SenatorPresidents,t. These are indicator variables set to be 1 if

the representative is in the majority party or in the same party

as the president.

Political Power Exposure and Industrial Policies

Alternative Channels of Political Preference

Political Power Exposure based on Campaign Financing

Contribution

PPExposure
Campaign
i,t =∑

c

PPc,t ×
CampaignFinancingContributioni,c,t

CampaignFinancingContributionc,t

Alternative Channels of Political Preference

A Substitution Effect

Disaggregated Policies Outcome

Heterogeneity Tests

Industry-Level Heterogeneity
Tradable Sectors v.s. Non-tradable

Intensity of Lobbying Activities

District-Level Heterogeneity
party affiliation

Key Committees members

Swing Districts

educational background

alumni connections

incumbency status

Seniority

Robustness Checks

One-on-one match between industries and districts

Indutrial Policies Exposure and Political Power

Placebo Test - Political Power Exposure and Industrial Policies in

Subsamples

Additional Policies outcome

Aggregate Power

Continuous Political Power

Extensions

PPE as an IV

Network Power: Democrat, Alumni, Law Education, Key

Committees, Incumbents, Age, Swing Districts

Concluding and Remarks

Political power matters. Industries with larger employment shares in

politically powerful districts are significantly more likely to receive

industrial policy support—and receive more interventions.

Mechanisms. Two channels drive policy targeting:

Employment dominance (jobs/voters in key districts)

Campaign finance (donor-dependent industries)

These channels substitute for each other rather than reinforce.

Policy tools differ. Political influence is strongest for discretionary and

redistributive instruments—tariffs, state loans, grants, trade finance, loan

guarantee, state aids, procurement mandates—not for technocratic tools

like taxes or NTMs.

Beyond this paper. The Political Power Exposure measure can also serve

as a Bartik-style instrument to study the causal effects of industrial policy

in future work.
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