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Abstract

This paper examines the impact of import competition from China on the polit-
ical ideology of the U.S. workers using the U.S. General Social Survey data. We
use a differences-in-differences specification to determine the differential changes
in political ideology between manufacture and non-manufacture industries before
and after China’s accession to WTO. We find that the manufacture industries ex-
perience a rightward shift of political ideology, manifested in the relative increase
in support for the Republican Party, relative increase in degree of conservativeness
and relative decrease in support for redistribution. We further find that within
manufacture industries, political ideology shifts leftward among the low-income
workers and among workers in regions experiencing relative income drop; we ob-
serve opposite shift among workers with high income and in regions experiencing
relative income rise. The results imply that trade liberalisation with China causes
political polarisation among the U.S. workers.

Keywords— China, Import Competition, Political Ideology, WTO
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1 Introduction

In the recent decade, trade has been a contentious subject of political discourse in the
US. Following China’s accession to WTO in 2001, the growing trade deficit with China
has gained political importance in the U.S.. According to Autor et al. (2013), 25% to
50% of the manufacture loss in the U.S. can be attributed to rising competition from
China. Industries more exposed to import competition from China also saw significant

decrease in workers’ income as well as increase in plant exit rate (Autor, 2018).

The large impact of trade liberalisation with China on the U.S. economy has proven
to have influence on the voters’ preferences. The working class stuck in the Rust Belt
hold a bitter grudge against free trade with countries that specialise in manufacturing.
Their sentiment is manifested in the 2016 U.S. Presidential Election, where Donald
Trump was elected for his advocacy of protectionist trade policies. With the support of
the white working class, Trump accused China of stealing U.S. jobs and started a Trade

War against China.

Import competition from China may affect political ideologies other than attitudes
towards trade policies and party affiliation. This paper examines the impact of China’s
accession to WTO on the political ideology of the U.S. workers. We use the General
Social Survey Data to conduct analysis. We examine six indicators of political ideology:
self-perceived support for the Republican Party, election vote for candidates of the
Republican Party, degree of conservativeness, support for improving standard of living
of the poor, support for reducing income inequality as well as support for improving
social security. We generate a left-wing indicator of political ideology using principle
component analysis (PCA) in order to check the robustness of results of the six ideology

indicators.

In the first part of our analysis, we employ a difference-in-differences (DID) specifi-
cation to show that manufacture industries and non-manufacture industries experience
differential changes in political ideologies after China’s accession to WTO. We choose to
divide the population by manufacture and non-manufacture industries because the man-
ufacture industries are much more severely impacted by import competition compared

to other industries. In the second part, we show that within manufacture industries,



workers with different income levels as well as workers undergone different levels of

income change experience differential changes in political ideology.

Our difference-in-differences analysis shows that, compared to the non-manufacture
industries, the manufacture industries experience higher increase in support for the
Republican Party, higher increase in degree of conservativeness as well as higher decrease
in support for redistribution policies. Generally, there is a rightward shift of political
ideology among the manufacture employees. The results are seemingly contrary to the
intuitive belief that industries more impacted by competition from China will show more

support for redistribution.

However, through heterogeneity studies of subgroups within manufacture industries,
we find a polarisation of political ideologies between high-income and low-income work-
ers: the high-income subgroup experiences a rightward shift of political ideologies while
the low-income workers experience a leftward shift. That is to say, the counter-intuitive
rightward shift on the political spectrum is mainly contributed by the high-income sub-
group. We further find a polarisation of individual income between high-income and
low-income workers: high-income workers experience substantial income increase while
low income workers experience significant income drop. We confirm the correlation be-
tween changes in income and political ideologies by finding that workers from regions
experiencing higher income rise also experience rightward shift of political ideology.
These collectively show that import competition from China causes polarisation of po-
litical ideologies between low-income and high-income workers, which is in turn caused

by polarisation of income.

The impact of trade liberalisation with China on the U.S. labour market has been well
studied in current literatures. Autor et al. (2013) find that industries more exposed to
import from China experience increased unemployment, decreased labour participation
as well as lower wages. Pierce & Schott (2016) find that industries that saw sharp
tariff cut experience severe employment losses. Bloom et al. (2019) find that import
competition from China reallocates employment from manufacture to services and from

the heartland to the coast.



The impact of Chinese competition on U.S. political ideologies is generally under-
studied, except for a few papers on the impact of trade on the U.S. elections. Autor
(2018) find that regions more exposed to import competition show decrease in support
for moderate representatives. Margalit (2011) find that voters are significantly more
sensitive to job loss as a result of trade than to other causes. The paper most closely
linked to us is by Che et al. (2016), which examines the impact of trade liberalization
with China on U.S. Congressional elections. Che et al. (2016) find that U.S. counties
more exposed to trade with China show more support for the Democratic Party after

U.S. trade liberalisation with China.

This paper differs from the paper by Che et al. (2016) as we study not only the general
impact of Chinese competition on manufacture industries, but the heterogeneous effects
on different subgroups within manufacture industries as well. Our findings seem to
contradict the results by Che et al. (2016), but a closer look at our heterogeneity studies
would reveal that the results are consistent. In this research, we find that the population
more negatively impacted by import competition from China show increasing support
for the Democratic Party. The overall relative increase in support for the Republican

Party is a result of polarisation within manufacture industries.

Another contribution of this paper is that, beyond party affiliation, we also examine
the impact of import competition on other dimensions of political ideology, including de-
gree of conservativeness and support for redistribution. Our findings regarding different
dimensions of political ideology cohere nicely with each other, giving a comprehensive
and well-justified picture of the impact of trade on political ideology. The coherence
of our result is also confirmed by the left-wing indicator we generated using Principle

Component Analysis(PCA).

2 Background

2.1 China’s Growth as U.S. Trade Partner

In the past three decades, China experienced spectacular economic growth. From an

insignificant economy with an uncertain future, China has transformed into the world’s



largest trading state and the second largest economy. From 1991 to 2013, China’s share

of global manufacturing exports increased from 2.3% to 18.8% (Autor et al., 2016).

Owing to China’s economic growth, US imports from China grew significantly in the
last two decades. From 1990 to 2007, China’s share of US imports increased from just
3 percent to 17 percent. In the same period, the trade deficit of US with China grew
from 0.3 percent of GDP to 1.7 percent, introducing increasing import competition to
US industries without a reciprocal offset in terms of increase in Chinese demand for US

exports (Che et al., 2016).

The inflection point of the growth of US import from China is in 2001, when China
joined the World Trade Organisation (WTO) after 15 years of negotiations. Membership
of WTO grants China Most-Favoured-Nation Status, allowing it to enjoy equal trading
with all other competitors. This allows China to gain better access to foreign markets,
leading to a drastic increase in Chinese export. From 2002 to 2007, Chinese net exports
as percentage of GDP increased from 2.6% to 7.7% (Shafaeddin, 2002). Multi-Fiber
Arrangement between China and US,which puts a quota limit on textile imports from
China, was phased out as part of the WTO agreements, enabling Chinese producers to

compete freely in the US market (Brambilla et al., 2010).

2.2 Impact of Import Competition on U.S. Manufacture
Industries

In particular, the increase in imports from China has significant impact on the US man-
ufacture industry. China has comparative advantage in labor-intensive manufactured
goods due to its factor endowment in inexpensive labour (Chen, 2009). While China’s
share of world manufacturing value added increased from 4.1% to 24.0% between 1991
and 2012, the percentage of of US labour force employed in manufacturing fell by a third
between 1991 and 2007 (Autor, 2018). Higher levels of unemployment, lower levels of
labour participation rate and greater benefits uptake were also observed in counties
more exposed to import competition from China.

As can be seen from Figure 1, market penetration rate for US imports from China

rose from 0.6 percent in 1991 to 4.6 percent in 2007, with an inflection point in 2001,



Figure 1: Import Penetration Ratio for US Imports from China (left scale), and
Share of US Working-Age Population Employed in Manufacturing (right scale)

0.05+ -0.14
_ China import penetration ratio
-7~
\\ ————— Manufacturing employment/population
0.04 =
)
c =}
=} c
= F0.12 &
© 2]
= 0.034 =}
(3] c
c =3
[} >
o (=]
5 0.02- e
8 3
£ ro1 =
= i)
(o}
0.01+ 5
“~.
0+ ~0.08
T T T T T T T T T T T
1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007

Year

Note: This graph was extracted from the work of Autor et al. (2013)

coinciding with China’s accession to the WTO. Before 2001, the import penetration
rate increased by 0.11 percentage point per year on average; after 2001, the import
penetration rate increased by 0.42 percentage point per year on average. Meanwhile,
the percentage of US labour force employed in manufacturing fell sharply from 12.6

percent to 8.4 percent (Figure 1).

3 Data

In this research, our main source of data is the General Social Survey (GSS). The GSS
is part of the National Data Program for the Social Sciences, initiated by National
Opinion Research Center at the University of Chicago. The survey has been regularly
distributed and collected since 1972. The survey collects answers and keeps an record of
the social characteristics and attitudes of the residents of the United States. The vast
majority of GSS data is collected in face-to-face interviews in households. From 1972
to 2018, the GSS covers approximately 65000 observations in total and around 1500

observations each year.



3.1 Demographic Variables

In this research, our key demographic variable is industry. We first exclude all the
individuals who indicate their working status as “student”. This is because students
are likely to have financial support from parents and are only taking on part-time jobs.
Hence they are not likely to be severely affected by China’s impact on the industry they
are employed in. We then divide the population into two groups: individuals in the
manufacture industry and individuals not in the manufacture industry. The industry
code in the GSS is coded using the U.S. Bureau of the Census occupation (2010) and
industry codes (NAICS 2007). To divide individuals into manufacture industry and non-
manufacture industries, we group industry code 1070 to 3990 to represent individuals

in the manufacture industry.!

Other important demographic variables include marital status, sex, age, race, re-
gion of residence, total household income, individual income and highest year of school

completed.? To see category labels, refer to table 9.

3.2 Independent Variables

We use two dependent variables to evaluate the party affiliation of the respondents:
self-perceived support for the Republican Party and election vote for candidates of the
Republican Party. Our main focus is on the proportion of Democrats and Republicans,
but there is a sizeable proportion of respondents who indicate themselves as neither. For
self-perceived support for the Republican Party, 17% of the respondents indicated “in-
dependent” or ”other party”. For election vote for candidates of the Republican Party,
5.67% of respondents indicated ”other party”. We analysed data including and exclud-
ing these respondents. To see survey questions and category labels for self-perceived

party affiliation and election vote, refer to table 10.

'In the following sections, we will use both one-digit industry code and two-digit industry
code, depending the degree of specificity required. one-digit industry code group all industries
with the same first digit in the standard four-digit industry code; two-digit industry code group
all industries with the same first and second digit.

2Region of residence is divided into nine categories: New England, Middle Atlantic, East
North Central, West North Central, South Atlantic, East South central, West South Central,
Mountain, Pacific
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We use four dependent variables to evaluate the political ideology of the respondents:
degree of conservativeness, support for improving standard of living of the poor, sup-
port for reducing income inequality as well as support for improving social security.
These variables collectively present a comprehensive view on the respondents’ attitudes
towards redistribution. To see survey questions and category labels for these variables,

refer to table 10.

Table 1 displays the summary statistics of the demographic variables. Table 2 displays

the summary statistics of the six attitude indicators we used as dependent variables.

Table 1: Summary Statistics of Demographic Variables

(1) (2)

Manufacture Non Manufacture

Mean Std.Dev  Obs Mean Std.Dev  Obs
Age 48.00 17.02 8926 45.61 16.72 43268
Female 0.42 0.49 8926 0.56 0.50 43268
Married 0.59 0.49 8926 0.53 0.50 43268
Highest Educ Year 12.02 2.95 8926 13.25 3.10 43268
Race(Black) 0.12 0.32 8926 0.14 0.35 43268
Race(Others) 0.05 0.21 8926 0.05 0.23 43268

Individual Income 33731.80 22610.26 5628 29802.54 23067.49 30223

Table 2: Summary Statistics of Dependent Variables

M )
Manufacture Non Manufacture
Mean Std.Dev Obs Mean Std.Dev ~ Obs
Perceived Party Repub 0.41 0.49 7504  0.42 0.49 36148
Conservativeness 0.56 0.38 7848  0.53 0.39 38434
Improve Social Security 0.77 0.30 5829  0.76 0.31 31498
Reduce Income Inequality  0.58 0.44 4693  0.56 0.44 23430
Help Poor 0.52 0.37 4428  0.52 0.37 22710
Election Vote Repub 0.50 0.50 7242 0.47 0.50 38638
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4 Identification Strategy

4.1 Difference-in-Differences

In this research, we employ a differences-in-differences (DID) specification that asks
whether US employees in manufacture industries, which are most severely impacted by
Chinese competition, experience differential changes in party affiliation, attitudes and
political ideologies after China’s accession to WTO in 2001. The regression model is as

following:

Yit = OPostWTO; x Manu; + 6p + e + Xiy' + €t (1)

The dependent variable Y;; represents the indicators of political ideologies of individ-
ual ¢ in year t. PostWTQ, is a dummy variable indicating whether year ¢ is post-WTO
(after 2001). Manu; is a dummy variable indicating whether the individual is in man-
ufacture industry. The coefficient 6 before interaction term PostWTO; x Manu; is the
parameter of interest. 6 captures the difference in the effects of China’s accession to
WTO on the two groups of people. §,, and p; represent industry and year fixed effects
respectively; they absorb the controls for PostWTO; and Manu;. Here, lower-case n
refers to the two-digit industry code. Absorbing fixed effects d,, and pu; is more flexi-
ble than directly controlling PostWTO; and Manu; because they do not assume same
coefficient for all non-manufacture industries and across all years before 2001 and after
2001. X; is a vector of demographic controls, which include age, age square, race, sex,
region of residence, family income as well as highest year of education.® X; is added in
order to improve precision and reduce variation in residual. Noting that observations
are likely to be correlated within industry and independent between industries, standard

errors are adjusted for clustering at two-digit industry level.

One benefit of our DID model is that the time-invariant differences between the
manufacture and non-manufacture population are net out. The aggregate shocks in a
particular year (such as terrorist attack) that affect both groups identically are also

controlled in this model.

3 Age square is added because the effect of age is often non-linear
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However, we had to make one major assumption in our identification strategy. We
assume that the difference in ideologies between the manufacture and non-manufacture
industries remains constant without the event of China joining WTO. We check this

assumption in two ways.

The first method is to check whether the trends of each variable for the two groups
are roughly parallel before 2001 in the scatter plot diagrams. If so, we can induce that
the trends will remain parallel without external events and thus the assumption stands.

The diagrams are shown in section 6.1.2.

The second method is to check whether the differential changes experienced by the
two groups are driven by the respondents’ demographic characteristics; if not, we can
infer that the trends for manufacture and non-manufacture industries are likely to be
parallel without the event of China entering WTO. To confirm this, we did analysis
both including and excluding demographic control X;. In our regression analysis, the
results are robust to including and excluding the demographic controls, indicating that
the differential changes are not caused by demographic differences of the two groups.?

Hence the assumption stands.

4.2 Heterogeneity Studies

We also explore whether Chinese competition has heterogeneous impact on the political
ideologies of different subgroups within manufacture industries. This analysis helps us
identify the causes of the differential changes in ideologies experienced by workers in

manufacture industries, as compared to the workers in non-manufacture industries.

4.2.1 Income Level

Trade liberalisation often has heterogeneous impact on workers with different levels of
income (Aradhyula et al., 2007). In this section, we explore whether Chinese competition
causes differential changes in political ideologies among manufacture employees with

different individual year income. The identification strategy is as following:

4The results are presented in section 5.1
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Yy = B1PostWTO; x RichM anu;+ B2 PostW T Oy x Poor M anu;+6,+pu+X:y +ei (2)

RichManu; is a dummy variable indicating whether the individual is a manufac-
ture employee with an income higher than the median income of manufacture indus-
tries. Conversely, PoorManu; represents whether the individual is a manufacture em-
ployee with a below-median income. The coefficients 81 and S5 before interaction terms
PostWTO; x RichManu; and PostWTQO; x Poor Manu; are the parameters of inter-
est. [y and (2 capture the differential effects of China’s accession to WTO on the
high-income manufacture group and low-income manufacture group compared to the
rest of the population. Standard errors are adjusted for clustering at industry level. For

all other notations, please refer to equation (1).

4.2.2 Income Change

In this section, we aim to explore whether import competition has heterogeneous im-
pact on individuals experiencing different levels of income change. Here, income change
refers to change in real year income. Due to the lack of panel data tracking the income
of the same individual each year, we use change in income in each region as a proxy.
This means, we analyse the correlation between the level of income change and ideology
change of all workers in each region as a whole. This is justified because, according to
Bloom et al. (2019), different regions are differently impacted by import competition
from China. The division of region we use is the same as the division used by Bloom et

al. (2019).°

Level of income change in each region is measured with the following regression

model:

Dy = BEPostWTO; x Year; + 01Yeary + X'y + & (3)

The above regression is run for every region R. D is the individual income of

5Region of residence is divided into nine categories: New England, Middle Atlantic, East
North Central, West North Central, South Atlantic, East South central, West South Central,
Mountain, Pacific
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individual ¢ in year ¢t. The coefficient BlR before interaction term PostWTO; x Yeary is
the parameter of interest. ﬂZR captures the difference in income of worker 4 in region R
before 2001 and after 2001. B;R represents the approximate value of BZR. XZ-R is a vector
of demographic controls, which include age, age square, race, sex, region of residence,

as well as highest year of education. For all other notations, please refer to equation

(1).

After obtaining the indicator of income drop ,B;-R, we conducted analysis on the re-
lationship between income change and ideology change. The regression model is as

following:

Yit = \iPostWTO; x B +nr + e + Xiv' + et (4)

The coefficient \; is our parameter of interest, which measures the differential impact
of China’s accession to WTO on manufacture employees across different regions. ng

represents region fixed effect. For all other notations, please refer to equation (1).

4.3 Principle Component Analysis

To form a coherent picture of changes in political ideologies, we use Principle Compo-
nent Analysis(PCA) to generate a left-right indicator of political ideologies. The PCA
indicator serves as a robustness check for the results on the six indicators of political
ideologies we use in this research. The indicator is generated as following;:

P, = X} (5)

)

P; refers to the PCA indicator of individual 1. Xik represents political ideology k of

individual 1. af’ represents the optimal weight of Xf.

As the indicator is negatively related to support for the Republican Party, nega-
tively related to conservativeness and positively related to support for redistribution,
it indicates left-wing political tendency. Hence we name the indicator PCA Left-Wing
Indicator. The specific properties of the PCA indicator can be found in Table 11 in the
Appendix.
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5 Main Results

In this section, the results of difference-in-differences regression on all six dependent

variables and the PCA indicator will be displayed and explained.

Table 3 presents the regression results when we include fixed effects and exclude
demographic controls. Table 4 presents the regression results when we include both
fixed effects and demographic controls. The results are robust as the differences between
the coefficients of interest of the same dependent variable in the two tables are all much
smaller than the corresponding values of standard error. Hence, the assumption that
demographic difference between the manufacture and non-manufacture groups is not

the main cause of differential changes in attitudes is valid.

In Table 4, we can also observe that the coeflicients of demographic controls in the
regression. The results are largely consistent with findings in existing literatures. For ex-
ample, Column(1) and Column(2) show lower support for the Republican Party among
females and the Black. Column(3) shows higher degree of conservativeness among mar-
ried respondents. These results all correspond to existing literatures thus giving validity

to the data.

The most rigorous regression includes both the time and industry fixed effects as
well as demographic controls (Table 4). Hence, in the subsequent sections, we will only
explain results in Table 4 in detail . To see all regression results, please refer to the

appendix.

5.1 Support For the Republican Party

Column (1) presents the DID regression results on whether the respondents perceive
themselves to be Republican. The result indicates positive coefficient for the DID term
statistically significant at 0.01 significance level. The values of the coefficient of interest
is 0.036, which means there is a 3.6% relative increase in support for the Republican
Party in manufacture industries after China joining WTO, compared to their non-
manufacture counterparts. The coefficient is economically significant as its magnitude

is comparable to the coefficient representing difference in support for the Republican

16



Party between male and female(-0.038), which is often considered substantial.

Column (2) shows the DID results on whether the respondents voted the republican
candidate in presidential elections, which is another indicator of the respondents’ party
affiliation. The value of the coefficient of interest is 0.012 , indicating that the respon-
dents in manufacture industries experience 11.2% more increase in vote for Republican
after 2001 compared to their non-manufacture counterparts. The results on election
vote are largely consistent with the results on self-perceived party affiliation, except

that the degree of change is larger in the latter.

5.2 Conservativeness

Column (3) presents the regression results on the degree of conservativeness. The values
of the coefficient of interest is 0.029, significant at 0.01 significance level. This result
corresponds well to the results on party affiliation, as the Republican Party is based on

conservatism.

5.3 Support for Redistribution

Column (4) presents the results on support for government improving the standard of
living of the poor. The value of the coefficient of interest is -0.036, indicating that
respondents in manufacture industries experience 3.6% less increase in support for gov-
ernment improving the standard of living of the poor. Column (5) shows the results
on support for reducing income inequality. The coefficient is -0.035 significant at 0.01
significance level. Column (6) shows the results on support for improving social secu-
rity. The coeflicient of interest is -0.009. However, as will be shown in section 6.1.2,
the parallel trend of this indicator is weak. Hence, we must be cautious when drawing

conclusion with regard to the support for improving social security.

The values of the coefficient of interest of all three variables regarding redistribution
are consistently negative, which gives strong evidence that workers in manufacture in-
dustries experience less increase in support for redistribution compared to workers in
non-manufacture industries. This result is consistent with previous results, as conserva-

tives are generally less supportive of redistribution policies, while conservative attitude

17



is a characteristic of the Republican Party.

5.4 PCA Left-wing Indicator

All previous results point to a rightward shift on the political spectrum among workers
in manufacture industries. This is confirmed by the regression results on the PCA Left-
wing Indicator as shown in Column(7). The coefficient of interest is -0.118 significant at
0.01 significance level, indicating a relative rightward shift in political ideologies among

workers in manufacture industries.

The main results are unexpected and counter-intuitive. Intuitively, as manufacture
industries are negatively impacted by import competition, political ideologies of the
workers should shift leftward in favour of more government intervention and redistribu-
tion policy. However, we obtain the opposite results. In the next section, we will discuss

possible explanations for the main results.
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6 Discussion

6.1 Validity of Assumption

One possible explanation for the counter-intuitive main results is that our identifica-
tion assumptions are not valid. In this section, we check our two main assumptions:
First, manufacture industries are more severely impacted by import competition than
other industries; second, the trends of ideological change between manufacture and
non-manufacture industries are parallel before 2001. We confirm that both assump-

tions hold.

6.1.1 Relative Income Drop in Manufacture Industry

Previously we have been citing other literatures to support that manufacture industry
has been severely impacted by China’s accession to the WTO. Here, we confirm the dif-
ferential changes of income level between manufacture and non-manufacture industries
using our own dataset from the General Social Survey. The results are shown in Table

5

Table 5: DID Regression of Relative Income Change of Manufacture Industries

Individual Income

After * Manufacture -2,486.241**
(1,111.292)
Manu Inc bef 2001 26681.979
Percentage Change -9.31%
Dependent Varaible Mean 30363.467
Industry FE Yes
Year FE Yes
Demographic Controls Yes
R square 0.394
Number of Observations 32353

Notes: Table reports DID OLS regression results of income change

of manufacture industries before and after 2001. Sample period is
from 1978 to 2018. Individual income is winsorized to exclude indi-
viduals with top and bottom 5% income. The first coefficient is our
DID term of interest, an interaction of a PostWTO dummy with a
Manufacture Industry dummy. Demographic controls include age,
age square, sex, marital status, highest year of education, race and
region dummy. Standard errors adjusted for clustering at two-digit
industry level are shown below coefficients. *, ** and *** signify
statistical significance at 0.1, 0.05 and 0.01 level respectively.
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Table 5 shows that the value of coefficient of interest is -2486.2 at 5% significance level,
indicating that China’s accession to WTO causes the individual year income of man-
ufacture industries to decrease by 2486.2 dollars (9.31%) relative to non-manufacture
industries. The result shows that the manufacture industry is more severely impacted by
China’s accession to the WTO compared to other industries. Hence our first assumption

stands.

6.1.2 Parallel Trends

As stated in section 3.1, our identification assumption is parallel trends between the
manufacture and non-manufacture industries without the event of China joining WTO.
The assumption can be verified by observing graphs of political ideology changes of the
two groups. To reduce the volatility of the results as a result of the small sample size of
each year, we plot the graph for every four years. The y-axis represents various political

ideologies; the x-axis represents year. The graphs are shown in Figure 2.

All graphs except graph (f) show good parallel trends before China’s accession to the
WTO in year 2001. This indicates that our identification assumption of parallel trends
before 2001 in our identification strategy is valid. In all graphs except graph (f), there
is an obvious kink around year 2001 where the manufacture group shows differential
changes from the non-manufacture group. We have taken into account the lack of
parallel trend in graph (f) and have been cautious in drawing conclusion regarding

support for improving social security. Hence our second assumption stands.
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6.2 Mechanism of Results

Given that our assumptions are valid, we will explain the main results using hetero-
geneity studies, the methodology of which is explained in section 4.2. We will explain
how China’s accession to WTO has heterogeneous impact on different subgroups within
manufacture industries, thus exploring how different subgroups contribute to the general

rightward shift of political ideologies in manufacture industries.

6.2.1 Heterogeneous Impact on Political Ideologies of Low-Income and

High-Income Workers

We first examines the heterogeneous effect of import competition on low-income and
high-income manufacture employees. Table 6 presents the regression results of the

heterogeneity studies.

Column (1) shows regression results on self-perceived support for Republican Party of
the low-income and the high-income subgroups. The coefficient of the DID interaction
term of the high-income subgroup is 0.075 at 0.01 significance level. The correponding
coefficient of the low-income subgroup is -0.010. This indicates that the relative rise in
support for the Republican Party is mostly contributed by the high-income manufacture
subgroup; the low-income subgroup even experiences a slight relative decrease in support
for the Republican Party. Column (2) shows the heterogeneity studies results on whether
the respondents voted the republican candidate in presidential elections. The results
correspond well to the results in Column (1), with coefficient 0.033 for the high-income
subgroup and 0.00 for the low-income subgroup. The results of Column (1) and Column
(2) collectively show that import competition from China causes a polarisation of party
affiliation between the low-income and high-income manufacture employees, with low-
income employees becoming more supportive of the Democratic Party and high-income

employees more supportive of the Republican Party.

Column(3) shows that the relative increase in conservativeness of the high-income
manufacture subgroup(0.045) is higher than that of the low-income subgroup(0.014).
Also, the result on the high-income subgroup is significant at 0.01 significance level while

the result on the low-income subgroup is not statistically significant. This indicates that
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the relative rise in conservativeness of the manufacture group is mainly contributed by
the high-income group. This result correspond well with the results on party affiliation,

as conservative attitude is a characteristic of the Republican Party.

Column(4) shows relative decrease in support for government helping the poor among
both the high-income manufacture subgroup(-0.044) and a relative increase among the
low-income subgroup(0.012). Column(5) shows substantial relative decrease in support
for reducing income inequality among the high-income manufacture subgroup (-0.045)
and slight increase among the low-income subgroup (0.011). Column(4) and Column(5)
collectively show a polarisation in support for redistribution policies between the high-
income and the low-income subgroups. This is consistent with previous results on party
affiliation and conservativeness.’

Previous results point to a rightward shift of political ideologies among the high-
income manufacture employees and a leftward shift among the low-income manufacture
employees. This is confirmed by regression results on PCA Left-wing indicator, as
shown in Column (7). The coefficient of the high-income subgroup is -0.171 while the
coefficient of the low-income subgroup is 0.033, indicating that high-income workers

shift right on the political spectrum while the low-income workers shift left.

Hence, the results suggest that China’s accession to WTO causes polarisation of

political ideologies between low-income and high-income manufacture employees.

6The results in Column (6) are statistically insignificant hence do not impact conclusions
drawn previously.
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Figure 2: Political Ideologies of Manufacture and Non-Manufacture Industries
Across Years
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6.2.2 Heterogeneous Impact on Income of Low-Income and High-Income

Workers

The polarisation of political ideologies between high-income and low-income workers
within manufacture industries may be caused by the polarisation of income level. To
confirm this hypothesis, we study the heterogeneous effect of import competition on the
individual year income of the two subgroups. The regression results are shown in Table

7.

Table 7: Relative Income Change of Low-Income and High-Income Manufacture
Subgroups

Individual Income

After2001 * RichManu 9,557.068***
(1,436.448)
After2001 * PoorManu -16,299.954***
(1,572.189)
Manu Inc bef 2001 26810.671
Number of Observations 32353
Dependent Varaible Mean 30715.796
Industry FE Yes
Year FE Yes
Demographic Controls Yes
R square 0.408

The coefficient before the DID term of the high-income subgroup is 9557, while
that of the low-income subgroup is -16299. This indicates that import competition
from China causes the income of high-income manufacture employees to increase by
9557 dollars relative to non-manufacture workers. Import competition also causes the
income of low-income manufacture employees to decrease by 16299 dollars relative to

non-manufacture workers.

Given that the median manufacture income before 2001 is 26810 dollars, the polari-
sation of income between the low-income and high-income workers as a result of import
competition is huge. Hence, the polarisation of political ideologies with manufacture

industries can probably be explained by the polarisation of income level.
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6.2.3 Heterogeneous Impact on Political Ideologies of Workers Expe-

riencing Different Income Change

To confirm that the polarisation of political ideologies within manufacture industries is
caused by the polarisation of income, we conduct heterogeneous studies on the politi-
cal ideologies of workers experiencing different levels of income change (as opposed to
absolute income level). Due to the lack of individual panel data, we use income change
of all workers in each different geographic region as a proxy. The results are shown in

Table 8.

Column (1) shows the correlation between self-perceived support for Republican Party
and income change. The coefficient of interest is 0.084 at 1% significance level. This
means for every unit of income rise, there is a 8.4% relative increase in self-perceived
support for the Republican Party. Column (2) presents the correlation between election
vote for the Republican Party and income change. The coefficient of interest is 0.046
at 1% significance level, meaning for every unit of income rise, there is a 4.6% relative
increase in selection vote for the Republican Party. Column (1) and Column (2) col-
lectively show that there is a positive correlation between support for the Republican

Party and income rise.

Column (3) shows the correlation between degree of conservativeness and income
change. The coefficient of interest is 0.071 at 1% significance level. This means for
every unit of income rise, there is a 7.1% relative increase in degree of conservativeness.
This result shows a positive correlation between degree of conservativeness and income
rise. This is consistent with the results of Column (1) and Column (2), as support for

the Republican party is usually related to higher degree of conservativeness.

Column (4), (5), and (6) present the results on support for improving standard of liv-
ing of the poor, support for reducing income inequality and support for improving social
security respectively. The coeflicient of interests are -0.043, -0.030 and -0.013 for Col-
umn (4), (5), and (6) respectively. The negative coefficients shown in the three columns

signify a negative correlation between income rise and and support for redistribution.
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Column (7) presents regression results on PCA Left-wing Indicator. The negative
coefficient (-0.298) shows negative correlation between income rise and leftward shift of

political ideologies. This result is consistent with the previous results.

These results confirm that income rise correlates with rightward shift of political
ideologies while income drop correlates with leftward shift of political ideologies. The

results grant validity to our previous findings.
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7 Conclusion

This paper examines the effect of import competition from China on U.S. political ide-
ologies using the U.S. General Social Survey Data. We treat China’s accession to WTO
in 2001 as a natural experiment in income competition. We examine the differential
impact of China’s accession to WTO on the political ideologies of manufacture and
non-manufacture industries using difference-in-differences specification. We consider
political ideologies including party affiliation, degree of conservativeness and attitudes
towards redistribution. We also examine the heterogeneous effect of import competi-
tion from China on manufacture subgroups with different levels of income, as well as

subgroups experiencing differential change in income.

We find that manufacture industries, which are more exposed to import competition
from China, experienced a relative rightward shift of political ideologies after China’s
accession to WTO. This is manifested in a relative increase in support for the Republi-
can Party, a relative increase in degree of conservativeness, as well as a relative decrease
in support for redistribution policies. Our PCA indicator also shows a rightward shift of
political ideologies among manufacture employees. Through further heterogeneity stud-
ies, we find that Chinese competition causes low-income manufacture employees to shift
left on the political spectrum and high-income employees to shift right. Meanwhile, we
also find that low-income manufacture employees experience a substantial income drop
after China’s accession to WTO, while the high-income employees experience a signif-
icant income rise. Hence, the polarisation in political ideologies between high-income
and low-income manufacture employees is probably due to income polarisation. Our
heterogeneity studies on manufacture employees experiencing different levels of income
change confirm our previous proposition. Our results show that workers experienc-
ing severer income drop shift left on the political spectrum while workers experiencing

higher income rise shift right on the political spectrum.

Hence, we can conclude that import competition from China results in a polarisation
in political ideologies between high-income and low-income U.S. workers, which is in

turn caused by a polarisation in income.
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The research can be improved if individual level panel data are available. Without
panel data, our research suffers from the selection problem of who stays in manufacture
industries given increasing import competition from China. Nevertheless, our research

still gives a realistic picture regarding workers within manufacture industries.
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Appendix

Table 9: Category Labels of Demographic Variables

Variable Category Label

Female 0=Male 1=Female

Race(black) 0=Non-black 1=Black

Race(others)”  0=Black or White 1=Race Other than Black and White

Total  House- 1=Lt $1000 2=$1000 to 2999 3=%$3000 to 3999 4=%$4000

hold Income to 4999 5=3%$5000 to 5999 6=3$6000 to 6999 7=3$7000 to
7999 8=3%$8000 to 9999 9=$10000 - 14999 10=$15000 -
19999 11=$20000 - 24999 12=%$25000 or more

fThe dummy variable for white race is the omitted group in the race variable.
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Table 11: Eigenvector of Principle Component

Variable Eigen Vector
PARTY -0.4974
EL -0.4587
POLVIEW -0.4559
HELPP 0.4892
EQW 0.4843
NATSOC 0.2661

Notes: PARTY stands for dependent vari-

able “Self-Perceived Support For the Re-
publican Party”. EL stands for depen-
dent variable “Election Vote For the Re-
publican Party”. POL stands for de-
pendent variable “Degree of Conservative-
ness”. HELPP stands for dependent vari-
able “Support For Improving Standard of
Living of the Poor”. EQW stands for de-
pendent variable “Support For Reducing
Income Inequality”. NATSOC stands for
dependent variable “Support For Improv-
ing National Security”.
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