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“By means of glasses, hotbeds, and hot walls, 
very good grapes can be raised in Scotland, 
and very good wine too can be made of them 
at about thirty times the expense for which 
at least equally good can be brought from 
foreign countries. Would it be a reasonable 
law to prohibit the importation of all foreign 
wines merely to encourage the making of 
claret and burgundy in Scotland?”

Adam Smith (1776), The Wealth of Nations, 
Book IV, Chapter II, Paragraph 15

“You go to New England, you go to Ohio, 
Pennsylvania, you go anywhere you want, 
Secretary Clinton, and you will see devas-
tation where manufacturing is down 30, 40, 
sometimes 50 percent. NAFTA is the worst 
trade deal maybe ever signed anywhere, but 
certainly ever signed in this country.”

Donald Trump, Presidential Debate, Septem-
ber 26, 2016 (as transcribed by Aaron Blake 
of The Washington Post)

Trade politics is as important now as it was 
when the United States was founded 240 
years ago – just witness the two quotations 
above. In this issue of The Political Econo-
mist, we bring you four contributions that 
speak to the vibrancy of this research area. 
The first contribution, by J. Bradford Jensen, 
Dennis Quinn, and Stephen Weymouth, 
analyzes how local winners and losers from 
international trade influence who wins US 
presidential elections. We next hone in on 
the political consequences of the US-China 
trade relationship. The second contribution, 
by Justin Pierce and Peter Schott, examines 
how local exposure to the granting of per-
manent normal trade relations with China 
affects election outcomes in the US House 
of Representatives. The third contribution, 
by Erica Owen, analyzes trade politics from 
the vantage point of legislators themselves. 
She tests whether US House members are 
less likely to vote for free trade in response 
to constituent exposure to off-shoring. 
Finally, we move to the developing world. 
The fourth contribution, by Iain Osgood and 
Margaret Peters, examines whether trade 
openness can reduce gender discrimination 

faced by women entrepreneurs in their home 
nations.

We are very grateful to our contribu-
tors, whom we now introduce. J. Bradford 
Jensen and Dennis Quinn are Professors 
and Stephen Weymouth is Assistant Profes-
sor at the McDonough School of Business 
at Georgetown University. Justin Pierce is 
Senior Economist at the Federal Reserve 
Board of Governors and Peter Schott is the 
Juan Trippe Professor of Economics at the 
Yale School of Management. Erica Owen 
is Assistant Professor of Political Science 
at Texas A&M University. Iain Osgood is 
Assistant Professor of Political Science at 
the University of Michigan and Margaret 
Peters is Assistant Professor of Political 
Science at UCLA.

There have been several rotations to the 
section leadership this fall. Please join us in 
thanking the outgoing Section Chair Cath-
erine Boone, Secretary/Treasurer William 
Bernhard, and Section Council Members 
John Ahlquist, Oeindrila Dube, and Edmund 
Malesky for their wonderful service over 
the past years. Similarly, please join us in 
welcoming the incoming section officers: 
the new Chair, Isabela Mares, the new 
Secretary/Treasurer David Primo, and new 
Council Members Mark Dincecco, Stephanie 
Rickard, and Kellee Tsai. Let us also take this 
opportunity to thank the remaining Coun-
cil Members Leonardo Arriola, Jonathan 
Rodden, and Rachel Wellhausen for their 
continued service.

This issue will be our last as editors. 
It has been both a pleasure and a privilege 
to edit The Political Economist over the 
past three years. We have learned a great 
deal about the new and thought-provoking 
research in our field. Please join us in 
welcoming the incoming editorial team of 
John Ahlquist, Megumi Naoi, and Christina 
Schneider. We are very happy to leave the 
newsletter in such good hands.
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Feature Essay

continued on page 4 

Trade Exposure and the Protectionist Turn in U.S. Presidential Politics
J. Bradford Jensen, Dennis P. Quinn, & Stephen Weymouth, Georgetown University

Part of the U.S. electorate is angry. Very 
angry. 
 Rising wealth disparities and mid-
dle-class wage stagnation over the past 
15 years are driving voter vitriol, and the 
merits of globalization in general, and 
trade in particular, are being questioned. 
Many of trade’s victims are searching for 
an alternative model, and leading can-
didates for the presidency have adopted 
-- to varying degrees -- protectionist 
pitches in efforts to woo the disenchant-
ed.  This is true even though three 2016 
polls from leading pollsters, including 
a 16 July 2016 survey from NBC/WSJ, 
find majority support for free trade.1

 It is axiomatic in our field that 
trade’s aggregate effects are positive 
but unequally distributed: who wins and 
loses and by how much is the subject of 
intense political conflict. A well-cited 
study by Autor, Dorn, and Hanson finds 
that U.S. imports from China alone ac-
count for a quarter of lost U.S. manufac-
turing jobs, which are overwhelmingly 
low-skilled jobs and patterns of regional 
specialization mean that concentrated 
areas of the country absorb the brunt of 
the blow.  In contrast, service workers, 
especially high-skilled service workers, 
are gaining from an increasingly traded 
sector.  The employment effects of trade 
are unequally distributed across workers 
due to worker variation in skill levels, 
geographic variation in production, and 
sectoral variation in exposure to import 
competition.  
 The interesting question for politics 
is: Does this varied exposure to trade 
1  In a 9-13 July 2016 NBC/WSJ poll, 55% 
of respondents agreed that “free trade is 
good”; in a 17–27 March 2016 Pew Re-
search poll, 51% of respondents agreed that 
“free trade agreements between the U.S. and 
other countries have been a good thing for 
the United States”; in a 3–7 February 2016 
Gallup Poll, 58% of respondents reported 
“foreign trade is an opportunity” vs. 34% 
who perceived foreign trade as a threat.

have political repercussions? Recent 
studies suggest that being on the losing 
side of trade affects politics. Margalit 
(2011) demonstrates that job loss from 
import competition measured as applica-
tions for Trade Adjustment Assistance 
had a negative aggregate effect on 
George W. Bush’s support in the 2004 
election. Studying the specific effects of 
economic shocks from Chinese import 
competition, Feigenbaum and Hall find 
that legislators from exposed districts 
vote in a more protectionist manner, 
while Autor et al. find increased polariza-
tion in U.S. congressional districts. Che 
et al. show that congressional districts 
that face more competition from China 
are more likely to elect Democrats, and 
that Democrats are more likely to oppose 
free trade legislation. Import-related job 
losses, in general, and job displacement 
from trade with China, specifically, affect 
U.S. elections. But are the beneficiaries 
of trade also politically important?
 Our recent National Bureau of Eco-
nomic Research working paper explores 
this question by examining whether 
workers’ exposure to trade affects who 

wins the U.S. presidency (Jensen, Quinn, 
and Weymouth 2016). Building on 
research demonstrating that economic 
conditions explain levels of support for 
incumbent presidents and their parties,2 
we expect citizens to cast their votes for 
president in part based on their employ-
ment exposure either favorable or unfa-
vorable to trade. Our consideration of 
both losers and winners enables a more 
comprehensive picture of trade’s effects 
on U.S. presidential elections.
 Our expectations about the electoral 
effects of workers’ relative employment 
exposure to trade stem from classic 
notions of comparative advantage. 
The United States remains a relatively 
skill-abundant country, suggesting that 
it should have a comparative advantage 
in skill-intensive industries such as trad-
able services. Indeed, the persistent and 
growing trade surplus in services demon-
strates its comparative advantage in this 
sector, which now accounts for 30% of 
U.S. exports (see Figure 1). Casual ob-

2  Fair 1978, Tufte 1978, Lewis-Beck and 
Tien 2008, Wright 2012, Margalit 2011.

Notes: Authors' calculations using economic census data.

Figure 1. U.S. Trade Balance in Goods and Services



Jensen. Quinn, & Weymouth Feature Essay...continued from page 3

THE POLITICAL ECONOMIST

'15

4

 

THE POLITICAL ECONOMIST
servation and recent studies suggest that 
trade in services significantly increases 
the trade exposure of the U.S. economy 
(Jensen 2011, Gervais and Jensen 2013). 
Moreover, tradable services have qualita-
tively different factor demands: they are 
significantly more skill intensive than 
either the manufacturing sector or non-
tradable services (Jensen 2011, Gervais 
and Jensen 2013). Workers in tradable 
service are likely to gain from increased 
trade, while those in low-skilled manu-
facturing are likely to lose. 
 We expect employees in high-wage 
tradable goods and services sectors to 
be more likely to support incumbent 
presidents and their parties, and those in 
low-wage manufacturing jobs to be more 
likely to support the opposition. Exam-
ining county-level election results from 
1992 to 2012 and national-level results 
beginning in 1936, we find strong sup-
port for our argument: voters’ exposure 
to trade influences who wins the U.S. 
presidency. 
 To conduct our county-level empiri-
cal analysis, we develop comprehensive 
measures of the trade exposure of goods 
and services employees using U.S. Cen-
sus data covering nearly all economic ac-
tivity in the United States. The data allow 

us to measure the number of employees 
who are: (1) engaged in tradable activi-
ties and producing goods and services for 
which the United States has a compara-
tive advantage (for example, high skilled, 
capital intensive) and (2) in positions 
vulnerable to import competition, such 
as low-skilled manufacturing. 
 Using plant-level data, we can ex-
ploit the substantial within-sector and 
geographic variation in tradability and 
wages in two steps. First, we categorize 
establishments based on the industry 
and the tradability of that industry. Our 
goal is to examine the international 
exposure of the entire local economy 
not merely to assume, for example, that 
all manufacturing industries are trade 
exposed. Second, we exploit variation 
in workers’ wages across establishments. 
We classify employment as high or low 
skilled using plant-level wage data: the 
median national household income in 
the relevant year is our threshold for 
high-wage (i.e., high-skilled) employ-
ment. We sum across establishments to 
capture the number of workers in each 
county that is in each of the following 
categories: high-wage tradable services, 
high-wage tradable manufacturing, low-
wage tradable services, and low-wage 

tradable manufacturing. For illustrative 
examples, see Table 1. 
 Our findings suggest that workers’ 
trade exposure influences how they vote. 
We find that concentrations of workers 
in high-wage tradable services and high-
wage tradable manufacturing are associ-
ated with increasing incumbent party vote 
shares. To our knowledge, we are the 
first to identify the electoral implications 
of expanding trade in services. We also 
show that concentrations of employment 
in low-wage tradable manufacturing are 
associated with diminished incumbent 
support. Importantly for election out-
comes, losing firms (i.e., low-skilled 
manufacturing) are concentrated in 
crucial swing states such as Ohio, Iowa, 
and Wisconsin. We find that the negative 
effect of comparatively disadvantaged 
manufacturing employment on incum-
bent vote shares is approximately three 
times larger in swing states than in non-
swing states, which leads to a powerful 
Electoral College incentive to protect 
this sector. Our paper informs the heated 
debate over trade policy in the United 
States, and provides an explanation for 
the protectionist turn in presidential 
politics.

Tradable High-skill Manufacturing 

Automobile Manufacturing (336111) 

Breakfast Cereal Manufacturing (311230) 

Petrochemical Manufacturing (325110)!

Tradable High-skill Services 

Computer System Design Services (541512) 

Investment Banking and Securities Dealing 

 (523110) 

Software Publishing (511210)!

Tradable Low-skill Manufacturing 

Carpet and Rug Mills (314110) 

Yarn Spinning Mills (313111) 

any industry in 313, 314 and most in 315, 316!

Tradable Low-skill Services 

Amusement and Theme Parks (713110) 

Credit Card Issuing (522210) 

Limousine Services (485320)!

Non-Tradable Manufacturing 

Corrugated and Solid Fiber Boxes (322211) 

Ready-Mix Concrete Manufacturing (327320) 

Quick Printing (323114) 

Non-Tradable Services 

Dentist Offices (621210) 

Full Service Restaurants (722110) 

Grocery Stores (445110) 

!Notes: Authors' calculations using economic census data.

Table 1. Industry Classifications by Tradability, Produce, and Skill
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Justin R. Pierce, Federal Reserve Board of Governors and Peter K. Schott, Yale University

Trade Policy, Employment, and Elections*
Feature Essay

Fall 2016 5

U.S. manufacturing employment fluctu-
ated around 18 million workers between 
1965 and 2000 before plunging 18 per-
cent from March 2001 to March 2007 
(Figure 1).  In a recent paper (Pierce and 
Schott 2016), we find a link between this 
sharp decline and a change in U.S. trade 
policy, the U.S. granting of Permanent 
Normal Trade Relations (PNTR) to 
China in October 2000.
 PNTR is an interesting trade liberal-
ization in that it did not change the actual 
tariff rates the United States applied to 
Chinese imports. Indeed, U.S. imports 
from China were assessed the relatively 
low tariff rates enjoyed by members 
of the WTO throughout the 1980s and 

1990s. For China, however, continued 
access to these low rates was uncertain, 
as it depended upon a presidential waiver 
that could be blocked by Congress each 
year. If support from either the President 
or Congress had been withheld, U.S. 
tariffs on Chinese goods would have 
reverted to the generally much higher tar-
iffs reserved for non-market economies 
set under the Smoot-Hawley Tariff Act 
of 1930. By locking in China’s access 
to lower U.S. import tariff rates, PNTR 
reduced U.S. and Chinese firms’ cost 
uncertainty and expected tariff rates, 
increasing their incentives to shift pro-
duction to China.  
 In Pierce and Schott (2016), we 
measure industries’ exposure to PNTR 
as the jump in import tariffs that would 
have occurred had China’s temporary 
NTR status been revoked. Using a 

difference-in-differences identification 
strategy, we find that more exposed 
industries experienced greater relative 
declines in employment and greater rela-
tive increases in Chinese imports after 
the change in policy. Further support 
for the relationship between PNTR and 
U.S. manufacturing employment comes 
from the fact that we find no differential 
trends in Europe, whose policy towards 
China did not change over this period.
 Given the large literature focusing 
on the effect of economic shocks on vot-
ing, as well as more recent work exam-
ining the impact of Chinese imports on 
incumbency, roll call voting and political 
polarization (Feigenbaum and Hall 2015, 
Autor, Dorn, Hanson and Majlesi 2016), 
it seems sensible to ask whether PNTR 
affected voters’ party preferences. This 
question is particularly salient given 

* Any opinions and conclusions expressed 
herein are those of the authors and do not 
necessarily represent the views of the Board 
of Governors or its research staff.

Figure 1
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Pierce & Schott Feature Essay...continued from page 5
the prominent discussion of trade in the 
current election cycle and the political 
sensitivity of manufacturing job losses 
in swing states. 
 In a recent working paper with Yi 
Che, Yi Lu and Zhigang Tao (Che et 
al. 2016), we focus on the relationship 
between PNTR and voting for the U.S. 
House of Representatives at the county 
level.  We measure counties’ exposure 
to the change in trade policy as the 
employment-weighted average potential 
tariff increase across the industries op-
erating within the county in 1990, well 
before the change in policy.  We conduct 
the analysis at the county-level for two 
reasons.  First, it allows us to track vot-
ing within a consistent set of geographic 
units across the re-districting that oc-
curred after the 2000 decennial census.  
This ability is important not only because 
it permits analysis before and after pas-
sage of PNTR, but also because 2000 
to 2002 was a key period in the decline 
of U.S. manufacturing employment, 
accounting for a majority of the decline 

from 2000 to 2007.  Examination of vot-
ing at the district level, by contrast, must 
be confined to years before or after this 
key transition period.  A second virtue 
of focusing on counties is that we are 
able to control for demographic charac-
teristics at the same level at which we 
observe voting data, while also captur-
ing greater variation in voting, exposure 
to the change in policy, and residents’ 
demographic characteristics than would 
be possible with district-level data.
 In the first part of the analysis we 
again use a differences-in-differences 
empirical strategy, here to examine 
whether counties more exposed to PNTR 
(first difference) experience differential 
changes in U.S. House of Representa-
tives election outcomes after the policy 
change (second difference) across elec-
tions from 1992 to 2010.  We find that 
U.S. counties with greater exposure to 
the change in U.S. trade policy experi-
ence relative increases in the share of 
votes cast for Democrats and the prob-
ability that a Democrat represents the 

county, along with larger increases in 
turnout.
 In the second part of our analysis, 
we document a rationale for this change 
in voting behavior by showing that Con-
gressional Democrats during our period 
of analysis are, in fact, more likely to 
support policies that place restrictions 
on imports and that provide economic 
assistance that might mitigate the distri-
butional impact of import competition.  
First, we take bills classified by the 
Rohde/PIPC House Roll Call Database 
as being in categories related to inter-
national trade or economic assistance, 
and classify Representatives’ roll call 
votes as being pro- or anti- free trade or 
economic assistance.  We then perform 
a regression discontinuity analysis, in 
which we compare the roll call votes of 
Democrats and Republicans who win 
office by small margins.  As indicated 
in Figures 2 and 3, we find that Demo-
cratic affiliation is associated with a 16 
percent reduction in the share of votes 
for pro-free trade legislation and a 27 

Figure 2

continued on page 7
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Pierce & Schott Feature Essay...continued from page 6
percent increase in the share of votes for 
pro-economic assistance bills.  
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Feature Essay

Erica Owen, Texas A&M University
Exposure to Offshoring and the Politics of Trade Liberalization*

Traditionally, the political economies of 
trade and foreign direct investment have 
been distinct literatures. However, the 
increasing role of multinational firms in 
global production networks, and con-
comitant rise in intra-firm trade flows, 
has blurred the lines between the two 
(Pandya 2016, p. 470). Offshoring, a 
prominent feature of this process, is one 
of the most salient and politicized aspects 
of globalization in the United States and 
other developed countries (e.g. Mankiw 
and Swagel 2006, Margalit 2011). 
 One reason for the continued sa-
lience of offshoring is that fragmented 
production generates new distributional 
pressures from globalization directed at 
individual jobs and exposes previously 
sheltered segments of the economy to 
international economic competition. 
Trade liberalization facilitates offshor-
ing by reducing the cost of importing 
intermediate goods back to the domestic 
economy. The trade in tasks literature (i.e. 
Grossman and Rossi-Hansberg 2008) 
offers a useful framework for understand-
ing trade with fragmented production; 
when it is possible to ‘unbundle’ steps of 
production, firms will offshore tasks that 
can be provided more cheaply by foreign 
labor.
Individuals in jobs intensive in tasks that 
can be provided from a distance are there-
fore exposed to competition from foreign 
labor. As a result, offshorability (an oc-
cupation characteristic) is an important 
determinant of economic well-being (e.g. 
Blinder 2007, Ebenstein et. al 2014). Al-
though offshoring is often associated with 
negative labor market outcomes, trade 
liberalization creates economic oppor-
tunities for some citizens in offshorable 
occupations (due to onshoring) and limits 

* Based on “Exposure to Offshoring and 
the Politics of Trade Liberalization: Debate 
and Votes on Free Trade Agreements in the 
U.S. House of Representatives, 2001-2006.” 
Forthcoming at International Studies Quar-
terly. Available at www.ericaowen.com

opportunities for others (due to offshor-
ing). See Walter (2016) for a discussion 
of winners and losers based on new trade 
theory and Owen and Johnston (2016) 
for an account based on task content of 
occupations. 
 Although ex ante, we cannot know 
whether more individuals benefit from 
than are harmed by trade in tasks in a 
given constituency, there are several 
reasons to expect that in the aggregate, 
higher levels of offshorability will be 
associated with greater protectionist 
sentiment. First, to the extent that indi-
viduals place more emphasis on losses 
associated with offshoring than gains 
of the same magnitude (Kahneman and 
Tversky 1979), those hurt by offshoring 
are likely to care more about trade policy. 
Second, the short- to medium-term costs 
of offshoring are likely to be greater than 
the benefits, given the transition costs as-
sociated with labor market reallocations. 
If either or both of these expectations 
are accurate, then offshorability will 
generate protectionist sentiment in the 
aggregate.

 What are the implications of offshor-
ing for the political economy of trade lib-
eralization? In Owen (2016), I argue that 
constituency vulnerability to offshoring 
is a new source of protectionist sentiment, 
and thus offshorability can explain legis-
lators’ levels of support for free trade. As 
a result, legislators with constituencies 
more vulnerable to offshoring are less 
likely to support trade liberalization. 
 I find support for this claim in an 
analysis of roll call votes and the con-
tent of speeches during floor debates 
on free trade agreements (FTAs) in the 
U.S. House of Representatives between 
2001 and 2006. District offshorability is 
measured as the percent of workers in 
the congressional district in offshorable 
occupations, as classified by Blinder’s 
(2007) index. In Figure 1, I present cor-
relations of offshorability with key labor 
characteristics of workers: the percent of 
the district with a college education as 
a proxy for skill (per Heckscher-Ohlin) 
and industry exposure to trade (per 
Ricardo-Viner). Offshorability is weakly 
to moderately correlated with skill and 

% Offshorable
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3
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Figure 1. Correlation matrix of district labor interests between 2001-2006

continued on page 9
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Owen Feature Essay...continued from page 8
industry trade exposure, suggesting that 
offshorability captures an additional 
dimension of labor interests.
 I estimate panel logistic regressions, 
pooling votes across Congresses (e.g. 
Milner and Tingley 2011). The results 
support my hypothesis that legislators 
are less likely to vote in favor of trade 
as constituency exposure to offshoring 
increases. Figure 2 presents odds ratio 
for one of the main model specifications. 
A one percent increase in vulnerability 
to offshoring reduces the odds of voting 
in favor of an FTA by 6.7 percent. As a 
comparison, a one percent increase in the 
district level of skilled labor increases 
odds of voting in favor of free trade 
by approximately 3.9 percent. These 
findings suggest that offshorability has 
a robust and substantively significant, 
negative effect on legislators’ support for 
free trade.
 In further analysis, I examine off-
shorability among low and high skill 
workers as suggested by Walter (2016) 
and find that the negative effect of off-
shorability on support for free trade in 
roll call votes is larger when the share of 
constituents who are low skill and vulner-

able to offshoring is higher. I also find 
evidence that higher levels of constitu-
ency offshorability are associated with 
greater attention devoted to labor-related 
concerns with respect to free trade. 
 The argument of this paper speaks 
to broader concerns about the political 
economy of globalization by highlighting 
a new dimension of the welfare conse-
quences of trade for workers, based on 
occupation characteristics. These find-
ings have implications for the politics 
of redistribution as well, and suggest a 
need for more comprehensive compen-
sation policies because policies based 
on firm and industry exposure (such as 
Trade Adjustment Assistance) may fail 
to compensate substantial segments of 
the workforce, which may lead to a pro-
tectionist backlash. 

References
Blinder, Alan (2007). “How Many U.S. 
Jobs Might Be Offshorable?” CEPS 
Working Paper No. 142.

Kahneman, Danield and Amos Tversky 
(1979). “Prospect Theory: An Analysis 
of Decision Under Risk.” Econometrica 
47(2):263–292.

Mankiw, N. Gregory and Phillip Swagel 
(2006). “The Politics and Economics of 
Offshore Outsourcing.” Journal of 
Monetary Economics 53(5):1027–1056.

Margalit, Yotam (2011). “Costly Jobs: 
Trade-related Layoffs, Government 
Compensation, and Voting in U.S. Elec-
tions.” American Political Science Review 
105(1):166–188.

Milner, Helen and Dustin Tingley (2011). 
“Who Supports Global Economic En-
gagement? The Sources of Preferences in 
American Foreign Economic Policy.” 
International Organization 65(1):37–68.

Owen, Erica and Noel Johnston (2016). 
“Occupation and the Political Economy of 
Trade: Job routineness, offshorability and 
protectionist sentiment.” Working Paper.

Pandya, Sonal (2016). “Political Economy 
of Foreign Direct Investment.” Annual Re-
view of Political Science 19:455–75.

Walter, Stefanie (2016). “Globalization 
and the Demand-Side of Politics. How 
Globalization Shapes Labor-market Risk 
Perceptions and Policy Preferences.” 
Political Science Research Methods. First 
view:1-26

% Offshorable

% College

Share emp. in exporting (log)

Share emp. in importing (log)

.6 .7 .8 .9 1 1.1
Odds ratio

95 percent confidence interval

Figure 2. Odds of voting in favor or free trade



10

'16THE POLITICAL ECONOMIST

THE POLITICAL ECONOMIST

Feature Essay
Escape through Export: Can Access to Foreign Markets Help Women-Owned Enterprises?
Iain Osgood, University of Michigan & Margaret E. Peters, Yale University

Does globalization reduce or reinforce 
inequality between men and women? Re- 
searchers have long considered the im-
pacts of globalization on discrimination 
as a social institution, and also on women 
workers. In our paper “Escape Through 
Export? Women-Owned Enterprises, 
Domestic Discrimination, and Global 
Markets”, we turn this question in a new 
direction, investigating the impact of one 
facet of globalization – trade openness 
– on another important group – women 
entrepreneurs. Women-owned enterprises 
(WOEs) face a host of impediments to 
the successful operation of their business, 
especially in countries where discrimina-
tion is most severe, including a lack of 
access to credit; few opportunities to get 
an education or other forms of human 
capital; norms against entrepreneurship; 
and discrimination from customers, sup-
pliers, and workers (Baughn, Chua and 

Neupert, 2006; Greene et al., 2003). 
 For WOEs located in the most 
discriminatory countries, the ability to 
access export markets with less discrimi-
nation may provide an opportunity to 
avoid some of these effects. For example, 
stereotyping and discrimination from 
customers may be lower, and treatment 
by foreign courts may be less discrimi-
natory, too. Exporting may therefore 
provide a partial ‘escape’ from discrimi-
nation, analogous to the escape afforded 
by business ownership for women con-
fronting the glass ceiling in corporate 
life (Loscocco and Robinson, 1991). Of 
course, some aspects of discrimination 
cannot be avoided on export markets, 
like discrimination by local suppliers and 
workers, or local norms on gender roles. 
Moreover, it is possible that discrimina-
tion might especially impede exporting: 
think of the importance of financing, 

support form state agencies, and speedy 
movement through customs, all of which 
may be denied to WOEs in high discrimi-
nation countries. 
 So which is it? Does greater access 
to foreign markets with less discrimina-
tion help women entrepreneurs or simply 
serve to reinforce discrimination? The 
major contribution of our paper is the 
development of a new test to answer 
this question. As with much of the recent 
literature on international trade, our test 
builds off of the idea of firm heterogene-
ity in export performance by extending 
Melitz and Ottaviano’s (2008) model. 
Nonetheless, the underlying argument 
is easily explained (Figure 1). First, in a 
given industry, only a minority of large 
and productive firms are capable of ex-
porting; the rest serve only the domestic 
market (seen in the smaller proportion of 
both women and men owned firms that 

continued on page 11

Discrimination especially harms export sales of women!owned firms

Men!owned
Firms Non!Exporters Exporters

40% of MOEs
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Firm productivityLow High

Discrimination especially harms domestic sales of women!owned firms

Men!owned
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Dropouts Non!exporters Exporters
50% of WOEs
Export

Firm productivityLow High

Figure 1
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Osgood & Peters Feature Essay...continued from page 10

export in both panels). Second, because 
of the costs of discrimination, fewer 
women entrepreneurs enter the market 
and fewer WOEs can produce profitably, 
leading to greater dropout among WOEs. 
Discrimination, then, creates a selection 
effect (Anzia and Berry, 2011): only the 
most productive WOEs can remain in 
business but their observed productiv-
ity may not “look” higher on average 
because discrimination raises costs, and 
lowers sales, for women-owned busi-
nesses. 
 Now suppose that domestic dis-
crimination especially burdens efforts 
to access export markets (the top half of 
Figure 1). There are fewer WOEs that 
serve the domestic market than MOEs 
due to discrimination and sharply fewer 
WOEs that export because these firms 
face especially high barriers to export due 
to discrimination. As a proportion of all 
remaining firms, then, relatively fewer 
WOEs export than MOEs. Note, cru-
cially, that we focus on the “proportion of 
all remaining firms” which highlights the 
importance of selection effects; discrimi-
nation determines the set of firms which 

remain in business in the first place. 
 The importance of these selection 
effects is clear when we examine the 
alternative setting, where the burden of 
discrimination falls especially heavily on 
the domestic sales of WOEs and so ex-
porting provides a partial escape (bottom 
half of Figure 1). We still expect to see 
fewer WOEs exporting than MOEs, but 
because the burden of discrimination falls 
heaviest on domestic sales, we would 
expect to see many fewer domestic-only 
WOEs than MOEs. Consequently, among 
all firms which survive, a greater percent-
age of WOEs export than MOEs, even 
though the absolute number of WOEs 
that export is still lower. 
 To test whether exporting provides 
any escape from discrimination, we use 
data from the World Bank Enterprise Sur-
veys (World Bank, 2013) and a measure 
of discrimination from the Social Institu-
tions and Gender Index (OECD, 2013). 
These data restrict us to developing 
countries although our argument might 
equally apply to developed countries. 
Figure 2 provides an illustration of our 
core results, by plotting the estimated 

ratio of women- to men-owned firms 
(and exporters) as a function of domestic 
discrimination. While discrimination 
reduces the numbers of women exporters 
and non-exporters alike, our test confirms 
the possibility of escape through export: 
the drop-off in the ratio of women- to 
men-owned exporters is noticeably less 
steep than the ratio of all women- to 
men-owned businesses. In countries with 
the most discriminatory institutions, the 
proportion of WOEs which export is 
thus higher than MOEs, suggesting that 
the burden of discrimination falls most 
heavily on domestic sales, and opening 
up export markets can provide some 
partial redress of inequality between the 
genders. 
 And yet, while exporting provides 
some escape from discrimination, it is 
only a modest one. For a WOE in a devel-
oping country around the 80th percentile 
in terms of discrimination, we estimate 
that exporting reduces discrimination-
induced costs by around 6.5%. For very 
high discrimination countries, these 
reductions might be as much as 14%. 
While these are economically meaning-
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Osgood & Peters Feature Essay...continued from page 11

ful amounts, the bulk of the costs of 
discrimination are determined by your 
location and not by which country you 
serve. Note also that this ‘escape’ is only 
available to WOEs that export. 
 Our paper therefore has a norma-
tive implication, as it provides another 
justification for the wealthy democra-
cies of the OECD to open their markets 
to the developing world. Because these 
states have relatively lower levels of 
discrimination, they can provide much 
needed export markets for WOEs from 
countries with high levels of discrimina-
tion. Since this is only a partial escape, 
though, OECD states might also consider 
building on these effects with special 
access for women-owned firms or by en-
couraging foreign investment by WOEs. 
This additional openness would allow 
women entrepreneurs greater access to 

key markets, the opportunity to grow 
their businesses, and potentially greater 
resources to effect change at home. 
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General Announcements

William H. Riker Award 
(given for the best book on political economy published during the past three calendar years)

The Social Order of the Underworld: How Prison Gangs Govern the American Penal System (Oxford University Press), 
David Skarbek (King's College London)

David Skarbek's The Social Order of the Underworld: How Prison Gangs Govern the American Penal System is a creative and 
fascinating foray into the world of (mainly) contemporary California prisons. Empirically, Skarbek's focus lies with the transi-
tion from a prison order governed by what was known as "the convict code" to one organized around racially-defined gangs that 
operate both in and outside of prison through the threat and use of violence. The theoretical question that underlies the study is 
the emergence of governing institutions out of a state of nature.  To tackle these issues, Skarbek walks the reader through a series 
of steps -- why prior norms fade away, why institutions emerge, how these institutions create and enforce order, how they are 
structured, and so on.  The author repeatedly considers alternative explanations, in order to better assess the explanatory power 
of a political economy framework.  And Skarbek draws on a wealth of diverse sorts of evidence reflecting an empirical setting 
that presents obvious barriers to the social scientist. 

HONORABLE MENTION:
David A. Steinberg, Demanding Devaluation: Exchange Rate Politics in the Developing World (Cornell University Press)

HONORABLE MENTION:
Megumi Naoi, Building Legislative Coalitions for Free Trade in Asia: Globalization as Legislation (Cambridge University 
Press)

Committee: Miriam Golden (University of California, Los Angeles), Charles Shipan (University of Michigan), and 
Aseema Sinha (Claremont McKenna College)

"The Achilles Heel of Plurality Systems: Geography and Representation in Multiparty Democracies" American Journal of  Political 
Science, 59/4 (October) 2015: 789-805, Ernesto Calvo (University of Maryland) and Jonathan Rodden (Stanford University) 

This paper addresses questions of democratic representation. Specifically, the authors explore the effects of third parties in plu-
rality systems. Conventional models typically assume only two political parties compete in plurality systems. Yet, third parties 
do emerge and their existence often produces results that seem “stunningly unfair”. Calvo and Rodden analytically derive the 
linkage between a party’s territorial distribution of support and the transformation of its vote share into legislative seats. They 
show that majoritarian biases increase with the number of parties. Majoritarian systems harm small parties when their vote is 
more dispersed than average, and large parties when their vote is more concentrated than average. This model usefully illuminates 
the effects of waning party support and the emergence of new parties in plurality systems. As fractures begin to appear in the 
United States own two-party system, this paper seems especially timely. 

The committee read 13 papers. These papers covered a wide range of topics and used varied methods. Over three-quarters of 
the papers were nominated by section members. Of these, approximately half were self-nominations. The committee members 
nominated less than one-quarter of the papers considered. These nominations arose after we carefully scrutinized the top journals 
and excellent papers that had not yet been nominated via other means. 

Committee: Stephanie Rickard (London School of Economics), Soo Yeon Kim (National University of Singapore), and 
Carie Steele (Texas Tech University)

Michael Wallerstein Award 
(given for the best published article in political economy in the previous calendar year)

Section Awards: Citations
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"Elite Competition and State Capacity Development: Theory and Evidence from Post-Revolutionary Mexico" 
Francisco Garfias (Stanford University) 

After reviewing an impressive set of nominations, the Fiona McGillivray Award Committee unanimously agreed to award the 
prize to Francisco Garfias, for his paper, "Elite Competition and State Capacity Development: Theory and Evidence from Post-
Revolutionary Mexico," presented at APSA 2015. This paper offers a new answer to one of the enduring questions in political 
science -- what are the origins of state capacity? In his paper, Garfias argues that, even in the absence of inter-state conflict, intra-
elite conflict may provide incentives for political elites to invest in developing state capacity. He exploits exogenous commodity 
price shocks from Great Depression-era Mexico to show that in areas where economic elites were weakened, rival political 
elites invested more in developing state capacity. In addition, he is able to show that variation in these early efforts to develop 
state capacity across regions have persisted in patterns of state capacity in Mexico to this day. In the committee's view, this is 
an exemplary piece of research that combines a novel theory, impressive data collection and analysis and attention to detail to 
demonstrate the existence of an alternative path to state capacity development.

Committee: Rebecca Weitz-Shapiro (Brown University), Oeindrila Dube (New York University), and Antoinette  Handley 
(University of Toronto) 

Fiona McGillivray Award 
(given for the best paper in political economy presented at the previous year's APSA annual meeting)

General Announcements
Section Awards: Citations

Mancur Olson Award 
(given for the best dissertation in political economy completed in the previous two years)

Cavaille, Charlotte. 2014. "Demand for Redistribution in the Age of Inequality" (Department of Social Policy, Harvard Uni-
versity)

The committee was impressed by this pioneer work on the complex interaction between elite messaging and popular perceptions 
of inequality as a policy issue.  Through investigating the politicization of inequality in the US, UK, and Germany, this work 
has the potential to open up an important avenue of research on the heterogeneity in public responses to the objective increase 
in inequality, a major policy and political issue of our time.

Potter, Rachel A. 2014. "Writing the rules of the game: the strategic logic of agency rule making" (Department of Political Sci-
ence, University of Michigan)

The committee was impressed by this innovative and rigorous analysis of rulemaking by government agencies. This work 
constitutes a significant contribution to the understanding of political institutions and the policymaking process. In addition 
to developing an original game theoretic model to clarify the interactive dynamics between politicians and their bureaucratic 
agents, Potter also tests her model both quantitatively and with in-depth case studies. The argument is thus tested rigorously 
and in a substantively interesting way.

Committee: Victor Shih (University of California, San Diego), Scott Gates (Peace Research Institute Oslo), and Cheryl 
Schonhardt-Bailey (London School of Economics)

THE POLITICAL ECONOMIST


