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Problem: Representation of Dispersed Interests

▶ Dispersed interests face a collective action problem
▶ Concentrated interests win in the lobbying arena while many

“forgotten groups suffer in silence” (Olson 1965, p.165)

▶ Solutions
▶ Selective incentives

▶ cost of participation > benefits

▶ Motivating ideology
▶ Moral/justice issues vs. pragmatic interests

▶ Political entrepreneurship
▶ Dependent on issue salience + resources (money/campaign

funds)
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Specific Application: Consumers and Trade

▶ The classic dispersed interest: very numerous and small
individual stakes

▶ Concentrated producer interests face much lower collective
action problems → Producer interests win over consumer
interests

▶ Import competing interests win protection while consumers
(hypothetical beneficiaries of free trade and cheaper imports)
lose (Pareto 1927, Schattschneider 1935, Olson 1965)
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Puzzle: Declining Trade Barriers and Booming World Trade
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Firm-centric theories of trade liberalization

▶ Gilligan 1997, Kim 2017, Osgood et al. 2017, Osgood and
Kim 2019

▶ Focus on exporting and import-competing firms

▶ Emphasize demands of intermediate goods importers
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Unexplained: Large Imports of Consumer Goods
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Consumer Goods are Key Driver of Trade Deficit



Puzzle and Motivation Theory: Incidental Representation Evidence Summary

Argument: Rise of Concentrated Retail Sector and Representation
of Consumer Interests
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Role of Retail and Distribution (Ingram 2004, Basker 2016,
Lichtenstein 2009, Ellickson 2016)

▶ Acts like a buying agent/group in markets (i.e. “organizes”
a large group of consumers together and then negotiates
prices and quality with manufacturers, providing information,
marketing, etc.)

▶ Gets a profit for performing these services (wholesale + retail
≈ 15% of US GDP)
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Technological Origins of Changing Industrial Structure

▶ Dominated by small mom-and-pop establishments

▶ Starting in the 1950s and accelerating in the 1970s, we see
the emergence of behemoths like Walmart (and later Amazon)

▶ New technologies (barcodes etc.)

▶ Shifts balance of power towards retail (pricing autonomy etc.)

▶ Ingram and Rao, 2004; Basker, 2016; Lichtenstein, 2009;
Ellickson, 2016
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Retail Interest in Lower Trade Barriers

▶ Retailers support lower trade barriers
▶ Consumer demand increases with low prices and product

variety
▶ Retailers profit by arbitrage between price paid to suppliers and

prices paid by consumers
▶ Imports reduce supplier power and increase variety

▶ Preference for free trade is more intense among large retailers
▶ Able to pay the fixed costs of global supply chains



Puzzle and Motivation Theory: Incidental Representation Evidence Summary

Concentration also matters in the political arena

▶ Large firms reap bigger share of industry specific benefits

▶ Big firms bankroll collective action of dispersed industry

▶ Reduced “influence gap” relative to producers
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Incidental Representation of Consumers

▶ Share of resulting benefits is passed on to consumers in lower
prices and product variety
▶ Not motivated by altruism
▶ Representation of interests (not stated preferences)
▶ Oligopolistic competition (retail does not absorb full surplus)
▶ Reverse of standard theory of regulation (concentration

encouraging entry)
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Sharing the spoils
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Varieties of Representation

Varieties of Representation in Politics and Policy

Purposive

Characteristics:
Proactive advocacy

Clear mandate
Formalized roles

Examples:
Political entrepreneurship
Politicians for constituents

Class action lawyers for plaintiffs

Linked

Characteristics:
Mutual dependency
Shared objectives
Can be formalized

Examples:
Unions and executives
seeking favorable policy

(tariffs, bailouts)

Incidental

Characteristics:
Unintentional representation
Byproduct of primary goal

Not often formalized
Examples:

Retailers lobbying for
liberal trade inadvertently
benefiting consumers
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Assumption: Rising Concentration/Consolidation (De Loecker,
Eekhout, and Unger 2020; Kwon, Ma, and Zimmermann 2023)
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Motive: top five importers by volume are all large retailers (22/100;
Walmart alone accounts for about 11-15% of Trade with China)
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Retail takes a uniformly pro-free trade position in public (and in
interviews)
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Value, Choice, and Openness
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Congressional Testimony: (uniquely) emphasizes lower prices and
product variety
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Participation in Hearings has Increased
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National Retailers Federation: Annual Expenditures of nearly $8
million (similar to NAM; Trade is most lobbied issue from
1998-2008; Data from OpenSecrets)
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Consistent with US Policy: US sought end to Japan’s Large Store
Law to facilitate US imports
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Observational Evidence

▶ Design: study relationship between rise of Walmart and
normal trade relations with China

▶ Why Walmart?
▶ $572 billion in revenues
▶ Largest employer in US (about 1.5 million)
▶ Key driver of consolidation
▶ Global supply chain (Lichtenstein 2006)

▶ Why China?
▶ Biggest source of imports of consumer goods
▶ Politically salient issue of Normal Trade Relations
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Details

▶ Approach: geocode and link Walmart penetration to
Congressional districts

▶ Dependent variable: affirmative votes (1/0) for NTR

▶ Independent variable: Walmart penetration over time
(Walmarts per 100k citizens)

▶ Event study design; Controls: state fixed effects, year fixed
effects, party ID of Congressperson, DW-NOMINATE,
president’s party, time-varying measures of district/state
income, education, employment
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Walmart Penetration over Time
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Approximately 7 pp increase in likelihood of affirming NTR with
China

Votes For Renewing China NTR Status

Vote for China

(1) (2) (3) (4)

Walmart Count (Per 100k) 0.078∗∗∗ 0.071∗∗∗ 0.080∗∗∗ 0.070∗∗∗

(0.009) (0.013) (0.015) (0.015)
Party (Republican) 0.164∗∗∗ 0.032

(0.018) (0.039)
Party (Independent) −0.531∗∗ −0.688∗∗∗

(0.258) (0.261)
Per Capita Income −0.00000∗ −0.00000∗

(0.00000) (0.00000)
High School Grad (%) 0.002 0.002

(0.003) (0.003)
Bachelor’s Degree (%) 0.014∗∗∗ 0.015∗∗∗

(0.004) (0.004)
Unemployment (%) 0.001 0.004

(0.005) (0.005)
Same Party as President 0.103∗∗∗ 0.106∗∗∗

(0.020) (0.020)
DW-Nominate 1st Dimension 0.191∗∗∗

(0.049)
Constant 0.549∗∗∗ 0.196∗∗∗ −0.091 −0.039

(0.010) (0.055) (0.174) (0.174)

State Fixed Effects No Yes Yes Yes
Year Fixed Effects No Yes Yes Yes
Observations 5,233 5,233 5,233 5,233
Log Likelihood −3,644.871 −3,179.160 −3,105.641 −3,098.018
Akaike Inf. Crit. 7,293.741 6,468.320 6,335.283 6,322.037

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01
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Consistent with Cross-National Data (Bajgar et al. 2019)
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Summary

▶ Big Retail helps to solve the collective action problem for
consumers: incidental representation

▶ Extensions: social and regulatory policy

▶ Theory and results contribute to literature on collective
action, business influence, trade politics, and understudied
politics of retail and distribution

▶ gnair@hks.harvard.edu

▶ Thanks!
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