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Abstract

Is there a reason for legislators to care about foreign direct investment (FDI) in their own

constituencies? This paper examines the impact of inward FDI on U.S. House elections and pol-

icy preferences in the era of political polarization and backlash against globalization. Drawing

on theories of global production and special interest politics, I argue that inward FDI should

increase the electoral success of the party with a pro-globalization position even though repre-

sentatives are not responsible for attracting it. In terms of the policymaking process, however,

it may exacerbate existing political polarization. Using project-level inward Chinese FDI data,

I test this claim in the context of the U.S. House elections between 2013 and 2020. I find that

the congressional districts that host Chinese FDI were more likely to turn against Republican

candidates, while Republican representatives of these districts were more likely to sponsor bills

targeting Chinese FDI. The results suggest channels through which globalization directly affects

party politics in the legislative institutions.
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1 Introduction

Foreign direct investment (FDI) by multinational corporations (MNCs) marks a capstone as

well as a pitfall of globalization. On the one hand, international investors bring not only capital

flows, but also expertise, technologies, and interpersonal bonds to the region where they invest,

resulting in job creation, productivity, and economic growth in the host countries which, in many

cases, developing countries [Moran et al., 2005, Hansen and Rand, 2006]. On the other hand,

we saw a pronounced backlash against the international investment regime. With a decreasing

number of signed international investment agreements (IIAs) and increasing terminations, in
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2017 and 2019, the number of terminated agreements exceeded the number of newly signed

agreements [Walter, 2021].

The opposition to FDI, for host countries particularly, reflects not only economic concerns

but also political ones. In 2018, for instance, the U.S. Congress enacted the Foreign Investment

Risk Review Modernization Act (FIRRMA, Subtitle A of Title XVII, P.L. 115-232), seeks to

modernize the Committee on Foreign Investment in the United States (CFIUS) and expand the

types of investment subject to review, including certain noncontrolling investments in “critical

technology.” [Schwarzenberg and Sutter, 2021] Together with the Trade War, FIRRMA repre-

sents a high point of a series of anti-globalist policies under the Trump administration.

With a rising scholarship on the politics of FDI, however, the causal linkages between expo-

sure to FDI and relevant policymaking process remain poorly understood. Given the important

role of legislative institutions in regulating FDI, it is important to understand the mechanisms

of how the elections and behaviors of congress members can be affected by the FDI in their

constituency. With exposure to a greater amount of FDI, how would voters and their represen-

tatives change their preferences that ultimately result in policies?

In this research, I examine whether the exposure to inward FDI affects House elections

and representatives’ willingness to sponsor regulatory bills in the U.S. against a backdrop of

political polarization and economic populism. As a starting point, here I focus on the case of

Chinese FDI. Although Chinese FDI is not yet a major component of the FDI stock in the

U.S. in terms of amount, it is in the spotlight on the political stage. With investment playing

a growing role in U.S. commercial ties with China, it brings both opportunities and fractions

to the world’s top two economies. Since 1999, the Chinese government has pushed an outward

investment policy, namely the “Going Out” Policy, that has sought to diversify its overseas

investments into hard assets by encouraging its companies to invest overseas. Alongside FDI

from any other country, attracting Chinese FDI, particularly in the case of greenfield FDI, is

regarded as “bringing money and jobs back.”1 However, recent years saw an increasing concern

on the threat of Chinese FDI on national security, such as rendering China access to critical raw

materials and cutting-edge technology. Such concerns are particularly addressed in the enaction

of FIRRMA as mentioned above.

Therefore, Chinese FDI in the U.S. provides a unique lens for understanding the dynamic

of FDI and politics in this era. My analytic results suggest that Chinese FDI systematically

boosted the electoral advantage of Democratic candidates compared to Republican ones in House

elections from 2013 to 2020: after receiving Chinese FDI, the hosting congressional districts

1Red states: Trump Country’s love affair with Chinese investment. (2020). Nikkei Asian Review. Available
at https://asia.nikkei.com/Spotlight/The-Big-Story/Red-states-Trump-Country-s-love-affair-with-Ch

inese-investment
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saw around a 5 percentage points decrease in Republican vote share. This phenomenon is

paralleled with the predictions of global production that inward FDI increases the net welfare

of voters in the local host economy. In terms of legislative behavior, however, the FDI have

a heterogeneous effect between the two parties: Republican Representatives who have their

constituency hosting FDI are more likely to sponsor bills that target Chinese FDI issue while

Democratic Representatives are not. Together, these two stories suggest that inward FDI could

create inter-party and intra-party cleavages that have consequences on elections and legislative

behaviors of the representatives.

2 Literature Review

2.1 Electoral Responses to “China Shock”

Previous studies on the electoral consequences of “China Shock” majorly focus on the political

economy of international trade. Studying the effect of the U.S. granting of permanent nor-

mal trade relations (PNTR) to China and consequentially the emerging attention to the U.S.

trade deficit with China, [Che et al., 2016] argues that U.S. counties subject to greater compe-

tition from China exhibit relative increases in turnout, the share of votes cast for Democrats,

and the probability that the county is represented by a Democrat. A contrasting analysis

by [Dorn et al., 2020] shows that congressional districts exposed to larger increases in import

penetration disproportionately removed moderate representatives from office in the 2000s and

result in net rightward shifts in voter beliefs and legislator ideology. [Dorn et al., 2020] address

the contrast as potential results of gerrymandering and the variation of ideology among candi-

dates within parties. Another potential explanation that wasn’t mentioned, as [Abdelal, 2020]

suggests, is Democrats moving away from the traditional concerns of the working class that

render right-wing populist politicians to take them over. A similar argument for China’s

import shock bringing right-wing sentiments is made based on evidence in Western Europe

[Colantone and Stanig, 2018]. [Mutz, 2018] further argues that the electoral consequences of

“China Shock” may be due to a perceived threat to the status other than material interests

through the import-competing mechanism.

It is rather vague to what extent such a shock is part of China’s oversea economic state-

craft or counts as China’s strategies of economic diplomacy. In terms of national policies,

[Kim and Margalit, 2021] find that Chinese tariffs during the Trade War systematically targeted

U.S. goods that had production concentrated in Republican-supporting counties, particularly

when located in closely contested congressional districts. As a result, targeted areas were more
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likely to turn against Republican candidates. At the firm level, researchers focus on cleavages

between types of ownerships. [Davis et al., 2019] notice imports controlled by state-owned en-

terprises (SOEs) exhibit stronger responsiveness to political relations than imports controlled

by private enterprises. Similarly, the responsiveness of Chinese FDI towards political signals

suggests that China uses FDI by prominent SOEs as an instrument to promote its foreign policy

[Duanmu and Urdinez, 2018, Stone et al., 2022]. Still, however, some research on the domestic

process of the Chinese political economy suggests multiple agents, mixed motivations, and messy

patterns of China’s outward FDI [Rithmire, 2022] as well as the trade [Tan, 2021]. It could be

too soon to interpret the political consequences of China’s oversea commercial behaviors as fully

intentional, though in some scenario it might be the case.

2.2 Foreign Direct Investment and U.S. Politics

Compared with trade literature, studies on the politics of FDI focus more on public opinions

as outcomes. [Tingley et al., 2015] examine Chinese acquisitions of US firms from 1999 to

2014, concluding that opposition is higher when the target firm’s industry is security-sensitive,

economically distressed, or in a sector in which US MNCs face barriers to the acquisition of

Chinese firms. [Zeng and Li, 2019] argue that due to heightened geopolitical concerns and

nationalism, perceptions of the China threat negatively affect how the American public views the

impact of incoming Chinese FDI. In with sophisticated survey experiments, [Feng et al., 2021]

find that Chinese FDI is particularly more skeptical in Americans’ perceptions compared to

generic business investment, and the gap rises with local trade-related job losses, interacting

with nationalist ideologies.

The interpretational gap between public opinion and politics sustains. When it comes to

the dynamic between FDI and party politics, researchers focus on the gubernatorial level, given

governors are mostly responsible for attracting FDI and presumably accountable for it. Drawing

on evidence from Brazilian mayoral elections, [Owen, 2019] finds that new investment increases

the electoral success of incumbent parties in local elections. Similarly, [Rickard, 2022] uses

evidence from Spanish government elections to show that voters punish incumbent government

parties when a local firm moves production abroad. Both results are in line with the anticipation

of labor market mechanism and economic accountability theory. Evidence from the U.S., on the

other hand, highlights the role of partisanship. [Wang and Heyes, 2021] show that the election

of a Republican governor causes a 17% boost in the growth of manufacturing-oriented FDI

stock, compared to a Democrat, and [Lu and Biglaiser, 2020] also find that Chinese firms are

more attracted to states where Republican governors hold office.

In a summary, current research on the effect of globalization on political outcomes focuses
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more on trade and in some cases implicitly or explicitly looks at the strategy of economic

statecraft behind it, particularly when it comes to China. For FDI, which arguably involves

more direct involvement of both the host and home governments, the focus on the electoral

consequences and party politics is far less and particularly leaves a blank on the legislative

side. This asymmetry is worth noticing, particularly given the increasing concern and scrutiny

on FDI in this era and the important role of legislative institutions in regulating FDI. A few

very recent literature address the nexus: Using a novel indicator, [Azzimonti, 2019] shows that

partisan conflict about trade policy is associated with a significant decline in FDI flows to the

U.S. [Cohle and Ortega, 2022] find that increased FDI causes FDI increases right-wing vote

shares and decreases support for center-right parties, while for legislative election, there is

support for left-wing parties in the presence of FDI. In a word, the political consequences

of FDI, embodied by the MNCs, represent an important but understudied component of the

backlash of globalization. It is yet a field to be investigated. Building on these existing and

recent research, this paper zooms into the context of the U.S., contributes by examining existing

theories, and brings novel evidence to the policymaking process.

3 Theory

In this paper, I consider two mechanisms by which inward FDI could create cleavages and ulti-

mately have legislative consequences in terms of elections and the policymaking process. I argue

that as theorists and politicians expect, FDI generally increases the net welfare of local voters

through the labor market mechanism. In terms of economic voting, it may have asymmetry

effects on House elections, however, due to the different partisan positions on economics and

globalization. The policymaking process, on the other hand, involves special interest politics.

Firms with international connections play as agents of lobbies and political contributions that

affect legislators’ behaviors, which have heterogeneous effects between the two parties.

3.1 Labor Market Mechanism and Elections

FDI, along with other business investments, is generally seen as a source of job creation. In many

cases, politicians also use policies to claim credit for attracting investment that they believe

would bring them political support [Jensen and Malesky, 2018]. Deviating from the canonical

models, some literature highlights the heterogenous distributive consequences of FDI in the

labor market to explain the variation of attitude toward inward FDI [Pinto and Pinto, 2008,

Pandya, 2010]. Nonetheless, in terms of aggregated effects in local elections, evidence shows

that voters do reward local governors for attracting FDI that creates jobs, arguably because the
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benefits of FDI are concentrated among voters, while the costs of inward FDI are shared across

political units [Owen, 2019].

One should be aware, though, that in the context of U.S. politics, a partisan asymmetry

appears to have significant effects on elections in terms of economic voting. Arguing that

unemployment is a partisan issue for voters rather than a valence issue, [Wright, 2012] finds

that when unemployment is high or rising, Democratic candidates can successfully convince

voters that they are the party best able to solve the problem. [Burden and Wichowsky, 2014]

further argues that higher unemployment rates stimulate more people to vote, and Republican

candidates are especially harmed by higher unemployment.

This trend of works builds on [Petrocik, 1996] theory of ”issue ownership,” which contends

that the public consistently views the Democrats as better able than Republicans to handle

domestic social issues, of which unemployment is a prime example. However, the backlash

against globalization in the recent decade could change the asymmetry in an opposite direction.

With Trump’s rise in 2016, he presented a narrative that appeals to a large section of the

white working-class who were traditionally supporters of the Democratic Party [Morgan, 2018].

Such political entrepreneurship arguably represents a dramatic transfer of the “ownership” of

unemployment from the Democratic Party to the Republican Party, and further associated such

economic concerns with the right-wing anti-globalist agenda, as suggested by [Abdelal, 2020].

As expected, China’s significant rising as a source of inward FDI for the U.S. also reflects on

employment. According to statistics in 2018, over 130,000 work at firms with majority Chinese

ownership, with estimated tens of thousands of additional jobs indirectly supported by Chinese

investors in the U.S. during project constructions or at suppliers.2 During the period this paper

focuses on (2012-2020), over a half of Chinese FDI (in terms of both the number of deals and

transaction value) concentrated in 2016 and 2017, coincident with Trump’s rise. Therefore, I

hypothesize that inward FDI from China will be associated with a lower unemployment rate,

and through that channel decreasing support towards Republican candidates with mitigated

economic resentment as well as an anti-globalization attitude.

3.2 Special Interest Politics, Ideology, and Policymaking

A novel focus of this paper is on the policymaking process, for which I try to investigate how FDI

affects legislators’ willingness to support regulations. Increased involvement from multinational

firms can affect political outcomes in the direction of their interests via lobbying public bodies. In

the U.S., governors are mostly enthusiastic about attracting FDI for local economic development,

2New neighbors 2018 update: Chinese FDI in the United States by Congressional district. (2018). Rhodium Group.
Available at https://rhg.com/research/new-neighbors-2018/
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while Congress has an interest in regulating FDI either through authorizing and overseeing

CFIUS or through direct intervention in some cases [Sullivan, 2009]. Therefore, in terms of FDI,

not only do MNCs have an incentive to influence the incumbent government, as anticipated by

[Grossman and Helpman, 1994], but they may also (or even more) consider influence politicians’

positions in a legislative body with political contributions [Grossman and Helpman, 1996].

The outcome of such lobbies and political contributions, however, is less predictable. One

possibility is that politicians are inclined to act to please the special interest groups with more

political contributions, as the Grossman and Helpman model anticipated. Studies on special

interest politics in legislative bodies support the theory that representatives’ policy decisions are

shaped and reinforced by lobbies and contributions [Wright, 1990, Stratmann, 2002]. Nonethe-

less, the political polarization in recent decades highlights the ideological division among politi-

cians and voters. Given the nexus of such polarization with globalization [Dorn et al., 2020]

as well as partisan loyalty [Barber and Pope, 2019], one should expect the effect of lobbies

asymmetry between the parties depending on their ideological positions.

In these settings, Chinese FDI presents us with particularly an ideal case for examining this

mechanism. According to the Chinese government’s report in 2019, the U.S. is the second-largest

hoster of China’s oversea firms in terms of number, just following Hong Kong. Evidence shows

that these firms, along with other U.S. corporations with strong business ties with China, spent a

lot of effort to beat back anti-China sentiment in Congress and the government.3 Recent released

documents even shows direct involvements with Chinese governments: in 2021, Chinese embassy

in Washington sent letters pushing U.S. executives, companies and business groups to fight

against China-related bills in the U.S. Congress.4 That evidence suggests that representatives

whose constituencies host FDI are likely to face more lobbies from local firms acquired or

strongly influenced by the home country, China.

The significant partisan division on attitude towards China, which coincident with the divi-

sion on anti-globalist ideology, further provides the testing ground for the partisan heterogene-

ity of FDI’s legislative consequences. A recent survey shows a long-lasting and even expanding

inter-party split on China policy and China-related attitude. When asked about whether or not

the U.S. should actively limit the growth of China’s power in March 2021, 71% of Republicans

and 49% of Democrats shows their supports, although both at their historical high since 2006.5

3For instance, according to OpenSecrets, Chinese tech giant Alibaba spent a record $3.16 million in 2020 on
lobbyists. For the lobbying activities of U.S. corporations, also see an article by Politico, available at https://www.
politico.com/news/2021/09/01/business-us-china-trade-508239

4Chinese embassy lobbies U.S. business to oppose China bills. (2021). Reuters. Available
at https://www.reuters.com/business/exclusive-chinese-embassy-lobbies-us-business-oppose-china-bi

lls-sources-2021-11-12/
5Republicans and Democrats Split on China Policy. (2021). The Chicago Council. Available at https://www.th

echicagocouncil.org/research/public-opinion-survey/republicans-and-democrats-split-china-policy
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Scholars also find the perception of the “China threat” a noticeable component among right-

wing party ideology in the recent wave of backlash against globalization, either due to status

threat or economic shock [Mutz, 2018, Colantone and Stanig, 2018]. Such a strong ideology is

likely to undermine if not reverse the lobbying efforts of the China-related firms for Republi-

can politicians. Therefore, I hypothesize that the effect of Chinese FDI on the representatives’

willingness of regulating it would differ by party, and such lobbies would be more effective for

Democrats compared with Republicans.

4 Data and Methods

To systematically test my hypothesis that Chinese FDI decreases the support for Republican

representatives by bringing jobs to local communities and to investigate its effect on represen-

tatives’ policy choices, I examine 2014, 2016, 2018, and 2020 U.S. House elections and China-

related bills introduced during this period (113th to 116th Congress). Since the unit of analysis

here is congressional districts, focusing on this period after the 2010 redistricting cycle would

help to avoid the problem of mismatching and gerrymandering. For robustness, I apply two

different empirical models fixed-effect models to propensity score matching (PSM), to estimate

the causal effects of Chinese FDI. I also use mediation analysis to examine the mechanism for

the electoral effect.

4.1 Dependent Variables

I measure support for Republican candidates in House elections by the vote share for the Re-

publican candidates in a certain congressional district for a certain election. For the interest of

this research, I calculated the first-order difference in percentage points compared with the last

election in that congressional district to measure the support change. The data are available

from the MIT Election Data + Science Lab.

To measure representatives’ policymaking preferences, I collect data from Congress.gov, the

official website for U.S. federal legislative information. It offers a quick search engine to find

and filter bills of interest. For this research, I searched the bills introduced in the House during

the 113th to 116th Congress that contains both “China” and “investment” (including their

variances) in either the title, summary, or action. Then, I identify the sponsors of these bills

and manually coded them as a panel dataset. These China-related bills introduced generally aim

to counter Chinese investment and, in many cases, raise concerns of the Chinese government.6

6Ministry slams US bill’s take on China. (2022). China Daily. Available at https://global.chinadaily.com.cn
/a/202202/08/WS6201c459a310cdd39bc8538a.html
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Figure 1: Chinese FDI by congressional district, 2013-2020

The color displays the result of the 2020 House Election. Deeper color indicates hosting Chinese FDI.

Therefore, sponsoring such bills can be a clear signal of suspicion or hostility towards Chinese

FDI. I choose to measure representatives’ policy attitudes by sponsorship rather than roll-call

voting records because voting during this period is usually either highly partisan and polarized

or, in some cases, unanimous. Besides, many bills that explicitly target Chinese FDI are not

yet voted on in the House. Therefore, the sponsorship of such bills could better capture the

representatives’ preference on this issue.

4.2 Independent Variable

Granular data of FDI is known for being hard to collect. So far, the most detailed data on

Chinese FDI in the U.S. comes from the Rhodium Group and the American Enterprise Institute

(AEI), both recorded project-level transactions with the year and congressional districts hosting

the investment. For this research, I use the data from AEI due to accessibility. This dataset

focus on the major Chinese investments in the U.S. from 2005 to 2022, where the value of each

transaction is larger than $100 million. Compared with the report of the Bureau of Economic

Analysis (BEA) which record the aggregated value of Chinese FDI, I conclude that the quality

of AEI data is acceptable for the interests of this study.

I grouped and summarized the FDI data by the inter-elections periods to pair them with

outcome variables. For the investment that happens in November and December of the election

years, I group them into the next period. Since this paper is more interested in the entering and

existence of Chinese FDI in the constituencies, I use two binary variables, NewChinaFDI and
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ChinaFDI, to indicate whether or not there is (has been) Chinese FDI in the certain constituency

during (or until) certain period. Figure 1 displays the locations of ChinaFDI until 2020 as well

as the election results.

4.3 Mediator and Covariates

To test the labor market mechanism for Chinese FDI on House elections, I use the change

in the unemployment rate as a mediator. Compared with other economic indicators such as

GDP, GDP per capita, or wage levels, employment is regarded as a crucial component of the

direct beneficiaries of FDI on the local economy [Dunning and Lundan, 2008]. Unemployment

is also regarded as a strong mobilizer of voter turnout and a key indicator of macroeconomic

performance in the vast literature on economic voting [Burden and Wichowsky, 2014]. More-

over, it is intertwined with economic resentment towards globalization and suspicions towards

FDI [Rodrik, 2018, Feng et al., 2021]. Therefore, the unemployment rate is the key variable to

be used to indicate the local economy. Since the unemployment rate is reported at either the

county-level or the state-level but not the congressional district level, at this stage I use the

state-level statistics for every district in the state.

Other key covariates include the party affiliation of the incumbent representatives as well as

the president. The party affiliation of the incumbent representatives’ matters because the incum-

bent advantage may exist. It also matters because the voters may want to hold the incumbent

representatives and their parties accountable for economic performance and legislative behavior

[de Benedictis-Kessner and Warshaw, 2020, Canes-Wrone et al., 2002]. The president’s party

matters because it also systematically affects the electoral performances and policy preferences

of the representatives as well as the pattern of inward FDI. For the period of this study, this

variable differentiates the Obama administration from the Trump administration.

4.4 Model Specification and Estimation

To identify the causal effect of inward Chinese FDI on House elections, I employ a two-way fixed-

effect model that controls both state fixed effect and year fixed effect and utilize standard errors

clustered by congressional district. A mediation analysis of the change in the unemployment

rate is also included for examining the causal mechanism. For estimating the effect of existing

Chinese FDI on representatives’ frequency of sponsoring China-related bills, due to the sparsity

of such sponsorship, I further include congressional district fixed effect.

Since this paper is exploratory research in a field with only premature literature, I also aim

to reduce the model dependence and offer intuitive diagnostics. With this aim, I also applied
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matching methods with time-series cross-sectional data developed by [Imai et al., 2021] to refine

my estimations. For the estimations of both effects, I match on one-period lag treatment history

and refine the matched sets by applying panel score matching (PSM) with including two periods

of lags of time-varying confounders. Each treated unit is matched with 15 closest controlled

units, and the causal quantity of interest is the average treatment effect of Chinese FDI among

the treated (ATT).

5 Empirical Results

5.1 Electoral Consequences

The main results for the regression analysis of the House elections are presented in table 1.

The results in all models support the hypothesis that receiving Chinese FDI decreases the vote

share of the Republican candidates. The coefficient on new Chinese FDI is negative, statistically

significant, and of a comparable magnitude, in all models. The effect of new Chinese FDI on the

change in Republican vote share for the matching method is plotted in figure 2. The evidence

consistently shows that hosting Chinese FDI during an inter-election period for a congressional

district leads to an estimated 5% drop in Republican vote share in the next House election.

∆GOPvoteshare

(1) (2) (3)

New Chinese FDI ´2.878˚˚˚ ´4.166˚˚ ´4.067˚˚

(1.103) (1.915) (1.918)
Democratic Incumbent 1.584˚˚ 1.619˚˚

(0.637) (0.723)
New Chinese FDI * 1.363 2.995
Democratic Incumbent (2.350) (2.354)
State-Year Fixed Effect False False True

Observations 1,738 1,738 1,738

Note: ˚pă0.1; ˚˚pă0.05; ˚˚˚pă0.01

Table 1: Impact of Chinese FDI on Vote Share in House elections, 2013-2020

Further analysis provides evidence for the mechanism of the labor market, presented in table

2. Model 4 shows that introducing Chinese FDI is negatively associated with the change in the

unemployment rate, while the latter is positively associated with the change in Republican vote
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Figure 2: Impact of Chinese FDI on Vote Share in House elections, 2013-2020

share. It suggests that during the period of study, the rising unemployment rate motivates vot-

ers to turn to support Republican candidates for House elections, particularly while introducing

Chinese FDI is effective for containing this trend through job creation. Considering governors are

interested in attracting FDI for economic reasons, and Republican governors are particularly suc-

cessful in attracting investments from China [Lu and Biglaiser, 2020, Wang and Heyes, 2021],

this cleavage may help to explain the perceived different attitudes towards Chinese FDI among

Republicans at the state level versus at the federal level.7 Model 6 disaggregated the connection

between unemployment and Republican support by year, showing that the positive association

mainly appears in 2016 and 2018 elections, providing evidence for the “Trump effect” of eco-

nomic populism.

Figure 3 presents the result of causal mediation analysis with the algorithms developed by

[Tingley et al., 2014]. Mediation analysis quantifies the extent to which a mediator variable

participates in the transmittance of change from a cause to its effect. I use model 4 as the

mediator model and model 5 as the outcome model. The 1000 times of simulation with the

default quasi-Bayesian Monte Carlo method based on normal approximation shows a significant

average causal mediation effect (ACME) of -1.037 and a significant average direct effect of -3.203,

showing that about 25% of the electoral effect of Chinese FDI on the change in Republican vote

7Red states: Trump Country’s love affair with Chinese investment. (2020). Nikkei Asian Review. Available
at https://asia.nikkei.com/Spotlight/The-Big-Story/Red-states-Trump-Country-s-love-affair-with-Ch

inese-investment
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∆Unemployment ∆GOPvoteshare

(4) (5) (6)

∆Unemployment 1.250˚˚˚ ´4.041˚˚

(0.199) (1.879)
New Chinese FDI ´0.249˚˚˚

(0.082)
Democratic Incumbent 0.282˚˚˚ 3.829˚˚ 2.934

(0.096) (1.865) (1.846)
Democratic President 3.930˚˚˚

(0.827)
∆Unemployment ˚ 2016Election 6.763˚˚˚

(2.610)
∆Unemployment ˚ 2018Election 8.904˚˚

(3.910)
∆Unemployment ˚ 2020Election 3.764˚

(2.089)
Constituency Fixed Effect True True True
Year Fixed Effect True False False

Observations 1,738 1,738 1,738

Note: ˚pă0.1; ˚˚pă0.05; ˚˚˚pă0.01

Table 2: Pre-analysis of the Mediation Effect of Unemployment

share can be explained by the change in the unemployment rate.

5.2 Policymaking Consequences

The main results for the regression analysis of China-related bill sponsorship are presented in

Table 3. Model 7 shows that with the partisanship of incumbent representatives controlled,

the existence of Chinese FDI has a positive rather than negative correlation with the number

of China-related bills introduced. Model 8 and 9 further unpacked the association, showing a

significant moderating effect of partisanship. When the incumbent representatives are Republi-

cans, having Chinese investment in their constituency is positively related to their sponsorship

of China-related bills. While switching the partisanship to Democrats substantially mitigates if

not diminishes such an effect. Results from the matching method also present similar evidence,

as shown in figure 4. Having Chinese FDI in their constituency significantly raises Republi-

can representatives’ chance to sponsor China-related bills and decreases such a chance among

Democratic representatives, although at a marginal significance.

Overall, the results provide evidence of a robust and substantively significant effect of inward

Chinese FDI on the House elections and legislative behaviors of representatives in the U.S.

Evidence shows the effect is strongly skewed by partisanship. In House elections, the inflow of
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Figure 3: Mediation Analysis of the Effect of Unemployment

China-related Bills

(7) (8) (9)

Chinese FDI 0.029˚˚ 0.060˚˚˚ 0.088˚˚

(0.014) (0.022) (0.043)
Chinese FDI * ´0.052˚ ´0.090˚

Democratic Incumbent (0.028) (0.046)
Democratic Incumbent ´0.039˚˚˚ ´0.032˚˚ ´0.015

(0.011) (0.012) (0.029)
Unemployment 0.004 0.005

(0.003) (0.009)
Constituency-Year Fixed Effect False False True

Observations 1,738 1,738 1,738

Note: ˚pă0.1; ˚˚pă0.05; ˚˚˚pă0.01

Table 3: Impact of Chinese FDI on China-related Bill Sponsorship, 2013-2020
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Figure 4: Impact of Chinese FDI on China-related Bill Sponsorship, 2013-2020
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Chinese FDI undermines the support for Republican candidates (or, in another word, boosts

the support for Democrats), where job creation is part of the mechanism. In the policymaking

process, existing Chinese FDI stimulates Republican representatives to sponsor China-related

bills while having a marginal (if not negative) effect on Democratic representatives’ willingness

to do so.

6 Conclusion

In this paper, I examine the impact of inward FDI on the electoral support and policy prefer-

ences for U.S. House representatives because of their important role in regulating FDI. I argue

that against the backdrop of rising anti-globalization sentiment and accelerating political po-

larization, the effect of FDI would be heterogeneous across the ideological spectrum. I focus on

Chinese FDI in the U.S. as a case because it is in the spotlight of anti-globalization rhetoric,

appearing as a joint point of both economic concerns and nationalist sentiment.

In an analysis of House elections and legislative records between 2013 and 2020, I explore

the effects and find support for my argument. The results show that inward FDI from China

decreases the support of Republican candidates for representatives partially due to the labor

market mechanism. Moreover, Chinese FDI has a heterogeneous effect on representatives’ pref-

erences in sponsoring bills countering Chinese investment. Republican representatives sponsor

more China-related bills when their constituencies host Chinese investment, while Democrat

representatives tend to sponsor less in this scenario. These results are in line with theoretical

predictions based on the partisan issue ownership and ideologies.

The findings of this paper suggest additional questions about the legislative consequences

of inward FDI. Regarding the effects of FDI on both voters’ and representatives’ preferences, is

FDI reinforcing or mitigating anti-globalization resentment and political polarization? This re-

search suggests a mixed picture: it may moderate anti-globalization attitude among voters with

tangible benefits while reinforcing political polarization at the policymaking level. Nonetheless,

this research has important implications for the domestic politics of international investment.

More research is needed with respect to how foreign investors and multinational firms could

involve the dynamic of party politics and the legislative process.
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