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Abstract 

Consumption theory and its optimization mechanism may be applied to the U.S. presidential elections.  Based on 
Clower’s Dual-Decision Hypothesis (DDH), Wu (2017) derived the result showing change in savings is a function 
of labor income growth.  Under DDH, consumers make optimal decision based on a set of data, including labor 
income.  Later, if they were to realize that these assumptions, specifically labor income growth were lower, further 
optimization is done with proper adjustments. Thus, we have a feedback optimization every four years, which may 
affect the “consumption” of a presidential election. 
 
Current U.S. presidential electoral system is biased towards farm voters.  Most “red” states and battleground states 
have substantial number of voters related to farm business. As farm income fell, it should not be a surprise that 
Hillary Clinton lost in 2016, Biden won in 2020 and Kamala Harris lost in 2024.  In other words, Trump was 
beneficiary of farm income decline prior to the years 2016 and 2024 but not in 2020. 
 
To extend the original paper of 2016, “Economics and How Obama Could Have Lost the 2016 Election Too.” A 
chart with farm income all the way back to Kennedy in 1959 was added.  During these 17 presidential elections 
and 65 years of income data, only Johnson in 1964 and Clinton II in 1996 failed the farm income hypothesis.  There 
may be secondary variables, such as Kennedy’s assassination, Covid, weather, bird/swine virus, wars, 
inflation/interest rate, immigration, crime, stock prices and so on, to consider in any model.  Still, under the current 
U.S. electoral system and consumption theory, it is not surprising that only one variable, farm income, holds 
basically the key to any presidential election success. 
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Including J.D. Vance, Would Have Won the 2024 Election 

 
Cheng K. Wu 

 
 
 
COMMENT 

 
The role of politics, including fiscal stimulus, on the growth of the economy is relatively well 
known (Frieden) but the reverse may not be necessarily true.  Consumption theory and its 
optimization mechanism may help understand the U.S. presidential election.  Wu (2017) 
derived the result showing change in savings is a function of labor income growth. This result 
helps understand important questions, such as Adam Smith’s Wealth of Nations, why U.S. 
savings is so low and why other” high saving” countries suddenly have now considerably lower 
savings, and in the future, even explain why positive growth may have negative saving and vice 
versa.  
 
The reasoning of change in savings as a function of labor income growth can be found in 
Keynes' General Theory as a "simple principle": “if he does adjust his expenditure to changes 
in his income, he will over short periods do so imperfectly. Thus a rising income will often be 
accompanied by increased saving, and a falling income by decreased saving, on a greater scale 
at first than subsequently [emphasis supplied]” (Keynes, p. 96-97).  For Keynes, income is an 
independent variable and change in savings is the result of income changes so there can’t never 
be a ‘forced’ saving.  Similarly, presidential elections may be predetermined by income growth. 
 
From the application of Clower’s Dual-Decision Hypothesis (DDH), Wu (2018) emphasized 
how to achieve this change in savings result and compared with traditional models.  Under 
DDH, consumers make optimal decision based on a budget constraint, which includes labor 
income. Later, if they realize that labor income was less than expected, then further optimization 
is done with proper adjustments. In effect, we have a feedback to the system.  On the other hand, 
if budget constraint were to hold true (Hall 1978) there is no need for feedback optimization 
and no change in consumption is required. 
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DDH relevance is feedback optimization and how voters can determine their consumption, in 
this particular case the “purchase” of a president service.  Since income growth is dynamic 
(Keynes’ disequilibrium) so should be presidential elections.  Generally, were income to be 
growing change in savings is higher and the next president is likely to have a candidate of the 
same party. Otherwise, were income to decline change in savings is lower and there is a change 
in political party.  In other words, DDH does not favor parties either way only income growth: 
we have had 9 republicans and 8 democrats elected in the past 17 elections. Thus, in the 2024 
election, with declining farm income growth, Biden or Kamala Harris would not likely have 
succeeded against any candidate from the GOP party, including J.D. Vance, were Trump not 
been in the ballots. 
 
Why farm income (Badger et al, 2016)? Prior to the election, when polls showed voters 
complained about “Biden’s economy is not doing better than the one during Trump presidency 
of 2016” (Salvanto et al, 2024) or that “Biden’s economy is not doing well” (Langer, 2024) 
most experts were confused and thought their complaint was about inflation, housing, interest 
rate and so on.  In the months leading to the election of 2024, democrats were feeling 
increasingly confident about the GDP, employment and inflation.  Still, for most states, 
including the so called battleground states of Michigan, Pennsylvania and Wisconsin, are 
heavily dependent on farm business (Witte, 2019).  Most likely, voters in the south and mid of 
the country did not see improvement in their local economies only declining income and savings 
and voted accordingly (Evich, 2016). 
 
Lack of farm income growth suggests that the 2023-2024 economic “soft landing” was largely 
accomplished without benefiting farm states. As a result, Kamala Harris emphasis on Trump 
record and misbehavior and positive messaging on national issues, such as employment, 
inflation/interest rate, GDP, abortion, and so on had no relevance regarding farm income or its 
voters. 
 
From 1959 to 2024, the chart below confirms that, with two exceptions (Johnson and Clinton 
II), when farm income drops there is a shift in presidential election, independently of the 
president (or party) in power. (Johnson election may have been affected by Kennedy’s 
assassination.  Clinton II had strong farm partial recovery in first two quarters of 1996.).  Note 
that in 2024 (for first three quarters), farm income as percentage of disposable personal income 
reached the lowest level in the last 65 years.   
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James Carville’s famous mantra that “it is the economy, stupid” is deep in the back of most 
politician minds but it is ill-advised to consider farm economy within the large context of an 
aggregate national statistics, such as GDP, inflation, unemployment, national debt, stock market 
or interest rates (Horsey, 2024).  What the consumption theory does is to provide a framework 
to narrow down the cause of the lack of satisfaction with the economy and understand how 
voters optimize their voting.  That is, in DDH, a wrong assumption in an early optimization 
leads to diminished savings, which causes the voters to redo their optimization, with updated 
data accumulated during the prior 3 ¾ years.  In the end, despite lapses of accurate information, 
consumers are rational and voting will be based on their self-interest. 
 
How to raise the farm income?  Not a simple answer since it depends on a multitude of factors, 
such as weather, China, avian/swine flu, tariffs, abortion, trade and so on.  However, one thing 
is for certain, for a given income growth we should be better prepared at forecasting changes in 
farm savings and the outcome of future presidential elections. 
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