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	Paper Title: Tariffs, AgrTariffs, Agricultural Subsidies, and the 2020 US Presidential Electionicultural Subsidies, and the 2020 US Presidential Election
	Abstract: This paper provides evidence on the effects of US and Chinese trade policies on the 2020 US presidential election. In response to a series of US tariffs imposed on Chinese goods, China imposed retaliatory tariffs, especially on US agricultural products, which largely affected Republican-leaning counties. The US government then subsidized US farmers by providing direct payments through the Market Facilitation Program (MFP) to mitigate the Chinese retaliatory tariffs. Using the universe of actual county-level MFP disbursement data, we first document that US agricultural subsidies relative to the Chinese retaliatory tariff exposure were especially higher in solidly Republican counties, implying that Trump allocated rents in exchange for political patronage. Then, we find that US agricultural subsidies outweighed Chinese retaliatory tariffs and led to an increase in the Republican vote share in the 2020 presidential election. Finally, we uncover evidence that China’s retaliatory trade policy and US agricultural policy exacerbated political polarization in the US, especially the rural-urban divide.
	Keywords: Agricultural Subsidy, Trade War, Trade Policy, Presidential Election, Market Facilitation Program, Tariffs, Political Polarization, Political Budget Cycle
	JEL Code: D72, F13, F14, Q17, Q18, I18
	Introduction: In the period 2018-2019, the Trump administration imposed a series of tariffs on named trading partners, including China. The return to protectionism brought a reaction from China in the form of retaliatory tariffs, especially on US agricultural products, which affected Republican-leaning agricultural-oriented counties most severely. US farmers were hit hard by the retaliation, and ironically, those agricultural regions are a key part of Trump’s political base. In response, the Trump administration introduced the Market Facilitation Program (MFP1 in 2018 and MFP2 in 2019), which offers direct payments of up to $26 billion to domestic farmers affected by the retaliatory tariffs. 

Many raised concerns that the distribution of MFP1 and MFP2 was not equal across counties and that it may have been determined by political considerations (GAO, 2020; Balistreri, Zhang and Beghin, 2020; Carter, Dong and Steinbach, 2020). If so, how did US voters respond to the US-China trade war and the corresponding US agricultural subsidies in the 2020 US presidential election? The answer to this question is of great importance. The (mis)allocation of the US agricultural subsidies to the politically connected could impose substantial economic costs on all US taxpayers, who bear the costs of governmentprovided subsidies. It is equally important to identify the mechanism by which economic shocks, especially trade and agricultural policies, lead to political outcomes, a challenging issue that is poorly understood (Autor, Dorn, Hanson and Majlesi, 2020).
	Methodology: We begin by assessing whether the US agricultural subsidies relative to the Chinese retaliatory tariff exposure were distributed unequally across US counties. We define the extent to which US counties were hit by the retaliatory Chinese tariffs per eligible voter. We use the universe of county-level actual disbursements of MFP1 and MFP2 confidential data from the US Department of Agriculture. Using the county-level 2016 presidential election outcome combined with the retaliatory tariff shock and the agricultural subsidy, we document three stylized facts. First, Republican-leaning counties were more directly targeted by Chinese retaliatory tariffs. Second, there was a positive association between the actual disbursements of MFP and Chinese tariff shocks. Third, Republican-leaning counties received more MFP payments. Our results appear to support our conjecture that the distribution of MFP1 and MFP2 was not equal across counties and that political considerations may have been a factor (GAO, 2020; Balistreri, Zhang and Beghin, 2020; Carter, Dong and Steinbach, 2020).

However, the positive correlations among the three variables do not necessarily mean that the distribution of the MFP payments was politically motivated. Since Republican counties are more agriculturally oriented, those counties would logically receive more MFP payments, regardless of political orientation. A more meaningful way of evaluating the political considerations that went into the MFP payments would be to calculate a "net MFP": the difference between the MFP payment and the damage caused by the retaliatory tariffs at the county level. We find that counties more supportive of the Republican Party saw an increase in their net MFP. At first glance, this positive association suggests that the distribution of MFP payments between red (Republican) counties and blue (Democratic) counties was not equal and that political considerations may have been involved. 

Next, we analyze how Chinese agricultural trade policy and US agricultural subsidies all together—that is, the net MFP—affected the change in Republican vote share between the 2016 and 2020 US presidential election. We control for pre-existing trends in voting patterns (i.e., the change in the Republican vote share between 2012 and 2016), the Republican vote share in the 2016 presidential election, state fixed effects, and a rich set of industry, economic, and demographic characteristics at the county level. We find that the impact of the net MFP on the two-party Republican vote share is positive. This result means that US agricultural subsidies, which were intended to mitigate the Chinese retaliatory tariffs, overcompensated some US voters and led to an increase in the Republican vote share. Quantitatively, a one standard deviation increase in exposure to net MFP is associated with about a 0.6 percentage point increase in the Republican vote share. 

We further investigate how many more Electoral College votes Republicans would have won in the absence of those two polices. At the state level, we find that those two policies have no estimated impact on the predicted number of states that Republicans carried. Under the counterfactual scenario, the Republican still carried 25 states, which is identical to the actual election outcome. Thus it appears that Chinese retaliation and US agricultural subsidy had little overall effect on the election result. 

In the counterfactual analysis, however, we find evidence that Chinese retaliatory agricultural tariffs and corresponding US agricultural subsidies unexpectedly contributed to exacerbating partisan polarization in the US. The implied election effects of the net MFP were especially high in solidly Republican states where the two-party Republican vote share was higher than 55% in 2016. On the other hand, the implied election effects of the net MFP were almost negligible in solidly Democratic states where the two-party Democratic vote share was higher than 55% in 2016. Furthermore, we find evidence that the US-China trade war unexpectedly exacerbated the rural-urban political polarization. The implied effect of the net MFP increases monotonically from the most urban area to the most rural area.

Finally, using the counterfactual analysis results, we evaluate the political budget cycle in the 2020 presidential election. In the swing states where the two-party Republican vote share was between 45% and 55%, the implied election effects of the net MFP were positive and slightly higher than in solidly Democratic states but still much lower than in solidly Republican states. If the distribution of MFP payments had been strategically motivated to win the 2020 presidential election, then one would expect the implied effect to be higher, especially in competitive states (see, e.g., the swing voter model in Lindbeck and Weibull, 1987). It seems unlikely that the MFP payments were influential enough in those swing states to meaningfully affect the 2020 presidential election. On the other hand, if the incumbent had strategically distributed more MFP payments to solidly Republican states, the effort might have supported the incumbent’s political strategy to win the election (see, e.g., the core voter model in Cox and McCubbins, 1986). We therefore stop short of arguing that the distribution of MFP payments was politically motivated to win the election.
	Results: We find that Republican-leaning counties, not swing states, saw an increase in the net MFP, providing a more nuanced picture of possible strategic manipulation. We then find that US agricultural subsidies overcompensated US voters in ways that led to an increase in the Republican vote share in the 2020 presidential election. Finally, we uncover evidence that China’s retaliatory trade policy and US agricultural policy unexpectedly exacerbated political polarization in the US, especially the rural-urban divide.
	Discussion and Conclusion: Our core findings are as follows. We find that US agricultural subsidies overcompensated some US voters, leading to an increase in the Republican vote share in the 2020 presidential election. We further find that those two policies unexpectedly contributed to rising political polarization, especially the rural-urban divide. Last, while it seems that the net MFP was disproportionately distributed across counties, we stop short of establishing that this means the incumbent engaged in strategic manipulation in the 2020 presidential election. In particular, we think that the issue of whether the political budget cycle affected the outcome of the 2020 presidential election is still an open question.

First, our work can shed light on rising political polarization, especially the rural-urban divide, in the United States. We specifically focus on the rural-urban divide, one type of political polarization; and we attribute the driver of polarization to the trade policies. Second, our work contributes broadly to the literature on the political budget cycle in which governments manipulate fiscal variables to win elections by developing a new measure, net MFP, by calculating the difference between the MFP payment and the damage of the Chinese retaliatory agricultural tariffs at the county level. Third, By providing evidence on how agricultural policy affects political outcomes, we contribute to research at the nexus of political economics and agricultural economics. Last, we improve on previous studies’ measurement of key variables such as the agricultural subsidy and the agricultural retaliation tariff shock (Blanchard, Bown and Chor, 2019). 


