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Abstract

This study lays out and empirically tests circumstances where the WTO’s legalized dispute
settlement system helps small and poor countries insulate themselves from power politics
in the multilateral trading system. I argue that (1) disputes filed in the WTO are more
likely to reach litigation than those filed in the GATT, and (2) the odds of litigation increase
in the number of third parties involved. I develop a theory about a conditional effect of
WTO dispute settlement on post-dispute trade flows between disputing parties. I argue
that the WTO helps poor states disproportionally. This leads to such a strong post-dispute
distributional effect in the WTO that poor states restore trade over the disputed products after
WTO disputes more than they could do after GATT disputes, while rich states are unlikely
to experience such a trade impact from the WTO relative to the GATT. I test my arguments
using original data on disputes at the GATT and the WTO from 1980 until 2018 and post-
dispute trade flows for each GATT/WTO dispute filed between 1989 and 2015. Empirical
evidence strongly supports my arguments. This study contributes to the literature on the
GATT/WTO disputes and legalization of dispute settlement systems, and also speaks to a
broader literature on the role of international institutions.
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Introduction

Why do countries agree to international adjudication to resolve their disputes? Large and rich

countries can exercise power and extract the best possible outcomes in bilateral negotiations.

Making dispute settlement formal and public limits their use of power in pushing for the pre-

ferred outcomes. Nevertheless, the legalized system benefits the stability of the trade regime, by

providing public goods (e.g. Gilpin, 1981) and lowering transaction costs (e.g. Keohane, 1984).

Recent studies of World Trade Organization (WTO) adjudication also show that powerful coun-

tries have alternative means of exercising power in WTO dispute settlement such as high cost of

litigation (e.g. Kim, 2008) and influence over jurisprudence (e.g. Daku and Pelc, 2017). Despite

the negative consequences for the interests of powerful countries, the current trend of increased

legalization of international institutions has continued.

The highly legalized and judicialized dispute settlement mechanism of the WTO is one

of the most promising features of the transition from the General Agreement on Tariffs and

Trade (GATT) to the WTO in 1995. For instance, countries can no longer wield a veto in the

new system and hence, small and poor countries are able to bring more disputes against more

powerful countries. Despite the criticisms of increased legalization of international institutions

(e.g. Goldstein and Martin, 2000; Kim, 2008),1 the large literature on international adjudication

shows the effectiveness of the newly upgraded dispute resolution mechanism (e.g. Davis, 2012;

Rosendorff, 2005). This paper asks: Does the WTO’s legalized dispute settlement mechanism

provide a more level playing field? I argue in the affirmative: the enhanced legal features of the

WTO’s dispute settlement mechanism - particularly the precise, elaborated, and binding rules

and timelines- provide bargaining leverage for small and poor countries so that they have fared

better than under the GATT.

1Goldstein and Martin (2000) call legalizing international institutions “a tricky business” (605). Daku and Pelc
(2017) suggest that power can still play in the WTO dispute settlement “in nuanced ways, and at the margins” by
influencing the content of rulings, rather than who files or wins disputes (254).
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I develop a theory about litigation2 and third party participation to explain how increased

legalization in international trade regime empowers small and poor countries. Disputes filed in

the WTO are more likely to reach litigation than those filed in the GATT. The odds of litigation

also increase in the number of third parties involved because defendants are more likely to find

winning the case in litigation beneficial. I further develop a theory about a conditional effect

of WTO dispute settlement on trade flows between disputants after disputes end. Specifically,

the WTO’s legalized dispute settlement helps smaller economies (complainants, in particular)

disproportionally. As a result, poorer countries continue to promote trade of affected products

after WTO disputes more than they could do after GATT disputes, while richer countries are

unlikely to do so.

I test the implications of my theory using an original data set on disputes at the GATT

and the WTO from 1980 to 2018 and an original data set on post-dispute trade flows for each

GATT/WTO dispute filed between 1989 and 2015. Empirical evidence supports my argument

that the more legalized system of dispute settlement provides a more level playing field for small

and poor countries by providing bargaining leverage for them to gain more from disputes with

their more powerful counterparts.

This study contributes to the literature on GATT/WTO dispute settlement and legalization

of international institutions, and also speaks to a broader literature on the effectiveness of

international institutions. In particular, the study highlights how legalized dispute settlement and

third party participation shape states’ choices regarding litigation and why poor complainants

gain more from the legalized dispute settlement mechanism of the WTO than the less-legalized

mechanism of the GATT. I find support for my argument that cases filed in the WTO are more

likely to reach litigation than those filed in the GATT, and that litigation is more likely to occur as

the number of third parties increases.

I also find support for my argument that the effect of legalized WTO dispute settlement

2The literature interchangeably uses the terms litigation and delegation (e.g. Gray and Potter, 2020; Johns, 2012).
I will also interchangeably use those terms in this chapter.
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mechanism will vary by the complainant’s market power, and specifically that WTO dispute

has a positive effect on post-dispute trade flows of affected products between disputants for

poorer complainants, but this effect becomes less positive as they become richer. Overall,

the evidence suggests that the effectiveness of international institutions depends on the legal

attributes of international adjudication and power imbalances, rather than the existence of the

legal framework per se.

Theory

How does the legal design of dispute settlement systems in the multilateral trading system relate

to the outcomes of trade disputes? In this chapter, I test three main empirical expectations

derived from the theory presented in Chapter 2. First, delegation is more likely to occur in the

more legalized system of dispute resolution. Put simply, WTO disputes are more likely to reach

a panel ruling relative to GATT disputes. Second, the odds of litigation are strictly increasing

in the number of third parties. The more the third parties involved, the more likely the dispute

ends up with litigation. Lastly, the gains in a complainant’s payoff from WTO disputes relative

to that from GATT disputes are increasing in the degree of her market power. The poorer the

complainant, the more her post-dispute trade gains after the dispute ends in the WTO relative to

the GATT. I flesh out these implications of the theory in turn.

My model presented in the previous chapter clearly shows that litigation as well as gains

in the complainant’s payoff of international arbitration are able to occur if the complainant’s

probability of winning exceeds her cost of litigation. If the complainant’s cost of litigation exceeds

her probability of winning the case, she would never choose to delegate authority to international

institutions because her expected payoff from litigation is negative. Conversely, if the condition

is satisfied, the complainant prefers litigation and makes an unacceptable offer to the defendant

in both GATT and WTO disputes.
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The model demonstrates that GATT adjudication gives the complainant who prefers lit-

igation bargaining leverage if the additional benefit from winning the case incentivizes her

counterpart to accept delegation. The underlying logic is that litigation would never occur with-

out the defendant’s agreement under the GATT. The model predicts that the defendant accepts

delegating power to third-party adjudication if the additional benefit is large s.t. b > bG AT T .3

Under the WTO, however, the complainant can unilaterally trigger delegation to the legal bodies.

If the additional benefit is small s.t. b < bW T O , threat of litigation makes the defendant offer a

generous proposal which the complainant would accept. If the additional benefit is large s.t.

b > bW T O , the defendant optimally makes an offer which the complainant would rather choose

to delegate. Consequently, litigation will take place.

Figure 1: Theoretical relationship between dispute settlement systems and litigation
(Complainant’s probability of winning > Cost of litigation)
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The model demonstrates that the odds of litigation are higher for WTO disputes than the

GATT disputes. The underlying logic is that the threshold for disputants to resort to adjudication

under GATT is higher than that under the WTO, i.e., bG AT T > bW T O . These results are shown in

Figure 1. In both regions of (B) and (C) in Figure 1, disputants resort to litigation under the WTO,

3In this chapter, I use intuitive terms bG AT T and bW T O for bcr i t and b′
cr i t , respectively.
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but they only do so in region (C) under the GATT.

Under this logic, the decision about whether to litigate should be correlated with the amount

of additional benefit the defendant would gain by winning a case in public. Recall the primary

condition for litigation to take place is (1− a)θ > CC . The choice of litigation should be also

correlated with the relative size of the probability of winning, (1−a)θ, and the cost of litigation

for the weaker complainant, CC . For testing empirical expectations, I implicitly assume that

such condition is met to draw simple hypotheses (Hypotheses 1, 2, and 3). This leads to the first

hypothesis.

Hypothesis 1. All else equal, cases that were filed in the WTO are more likely to reach litigation

than cases that were filed in the GATT.

The probability of litigation increases as the defendant’s additional benefit of winning the

dispute increases. There are various sources of the additional benefit. As I noted earlier, this

could come from the gains from setting a precedent for other related issues in the multilateral

trade regime given that there is a prestige benefit of having international courts endorse a state’s

position in the dispute. Public rulings have important implications for future jurisprudence.

From the perspective of compliance rates, publicity of panel rulings also ties the hands of leaders

to respect rulings despite domestic pressure for protection. Publicity of panel rulings is even

more important when there are many third parties. Third-party participation is a signal of the

importance and the sensitivity of the issue. For more important and sensitive issues with more

related parties, the defendant will expect a long-lasting impact of the legal decision on future

jurisprudence and practice of dispute settlement (Kucik and Pelc, 2016). Thus, the more third

parties, the more the additional benefit in prevailing in the case. Taken together, this logic leads

to the second hypothesis. This hypothesis echoes a similar argument made in Kucik and Pelc

(2016) who find third-party participation increases the likelihood of litigation.4

4IR scholars disagree about the effect of third party participation on GATT/WTO dispute settlement (e.g. Bown,
2005; Busch, Reinhardt, and Shaffer, 2009).
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Hypothesis 2. All else equal, the likelihood of litigation increases in the number of third parties.

The model also demonstrates that concessions are more likely to occur under the WTO

than the GATT due to the complainant’s increased bargaining leverage. The complainant is

likely to gain more from WTO disputes than GATT disputes.5 How does the difference in dispute

outcomes relate to the absolute power of the weak player, the complainant?

In the model, power disparity between disputing parties is captured by the level of bias in

GATT/WTO adjudication. For the sake of simplicity, the model does not differentiate the level of

institutional bias, a ∈ (0,1), between the GATT and the WTO. However, when we consider that

GATT adjudication is more power-based than WTO adjudication, the institutional bias of the

GATT should be greater than that of the WTO, i.e., aG AT T > aW T O .

For more simplicity, the model uses a common discount factor, δ ∈ (0,1), by which both

players discount their future payoffs. Consider the nature of a discount factor. The lower the

discount factor (i.e. the higher the discount rate) the greater the preference for immediate reward

over delayed rewards. In the context of trade disputes of which the goal is to lift the alleged

trade barriers and promote freer trade flows, larger economies are more patient than smaller

economies in terms of future payoffs (i.e. trade flows). As a result, larger economies discount

future payoffs less than smaller economies do. Put differently, the greater the complainant’s

market power the higher her discount factor δC .

To uncover an important relationship between the effectiveness of international institutions

and states’ power, I take such variation into account and evaluate how the effect of dispute

settlement mechanism on settlement outcomes will vary depending on the complainant’s market

power.6 Suppose the complainant prefers litigation such that her chance of winning exceeds

the cost of litigation.7 Then the model predicts that the complainant’s equilibrium payoff is

5To reiterate the primary condition for this, the complainant should prefer litigation such that her chance of
winning a dispute is greater than her cost of litigation.

6The main findings hold when the model takes into account such variation in the relevant parameters.
7If the condition is not satisfied, the complainant would never choose litigation. As a result, international

institutions fail to generate bargaining leverage for the weak complainant.
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always (1−aW T O )θ−CC
1−δC

under the WTO. Under the GATT adjudication, however, the complainant’s

payoff depends on whether the defendant would accept or reject delegation. Her payoff is

either (1−aG AT T )θ−CC
1−δC

or 0 depending on whether the defendant’s additional benefit of prevailing

in a case is sufficient for him to accept delegation. If b < bG AT T (small b), the complainant

would get 0 under the GATT but under the WTO, (1−aW T O )θ−CC
1−δC

which is strictly greater than

08; the complainant is strictly better in the WTO than the GATT. If b > bG AT T (large b), the

weaker complainant still fares better in the WTO than the GATT given that the GATT is more

biased toward the powerful defendant than the WTO, aG AT T > aW T O . That is, (1−aW T O )θ−CC
1−δC

>
(1−aG AT T )θ−CC

1−δC
. This relationship by the complainant’s market power δC is shown in Figure 2.

Figure 2: Theoretical relationship between dispute settlement systems and complainant’s payoff
(Complainant’s probability of winning > Cost of litigation)
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In disputes filed by poorer complainants, there is a significant relationship between their

payoffs and the type of international arbitration. For disputes filed by rich complainants, how-

ever, their payoffs from WTO disputes do not appear significantly likely to be greater than their

payoffs from GATT disputes. Put simply, if the WTO’s legalized dispute settlement helps poorer

8As I mentioned earlier, I implicitly assume that the primary condition for litigation to take place (i.e., (1−a)θ >
CC ) is met. If (1−a)θ >CC , then (1−a)θ−CC

1−δC
> 0.
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complainants disproportionally, poorer complainants continue to promote trade of affected

products after WTO disputes more than they could do after GATT disputes, while richer com-

plainants are unlikely to do so. This conditional effect leads to the third hypothesis.

Hypothesis 3. All else equal, the poorer complainant is more likely to export the affected products

to the defendant after the dispute ends in the WTO than the GATT, but this positive impact will

become less positive and insignificant as the complainant becomes richer.

Empirics

I test those hypotheses on a data set of all available GATT and WTO disputes since 1980. I

utilize two data sets because the different empirical implications imply different units of analysis.

For the tests of Hypotheses 1 and 2, my first data set is built at the dispute level and considers

disputes with the less powerful complainant than the counterpart among all GATT/WTO disputes

between 1980 and 2018. For testing Hypothesis 3, my second data set is built at the dispute-

country dyad-year level and includes one observation of a given year for each pair of disputing

countries for every GATT/WTO dispute. To do so, I construct a new database containing trade

flows for each GATT/WTO dispute between 1989 and 2015 (65 GATT disputes and WTO disputes

from DS1 to DS498 with specific disputed products).9

According to Hypothesis 3, the WTO’s legalized dispute settlement system helps smaller

economies (complainants, in particular) disproportionally. If we observe this conditional effect,

the gains from cooperation are more evenly distributed among income groups in the WTO rela-

tive to the GATT. To test this, I use trade volumes on the affected products listed in the dispute,

considering fewer imports or more exports as favorable outcomes from the perspective of a com-

plainant. Several innovative studies test the effect of the WTO’s dispute settlement mechanism

9It does not include disputes over services (e.g. DS204 on regulatory measures affecting telecommunications
services into and within Mexico) or broader policies (e.g. DS471 on the use of certain anti-dumping methodologies
used by the US in anti-dumping proceedings involving China).

https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds204_e.htm
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds471_e.htm
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with trade flows (e.g. Kucik and Pelc, 2016). Peritz (2020) calls trade flows “a measurable indicator

of de facto compliance” (221). Yet, Kucik (2019) notes a limitation: “trade flows are only a loose

proxy for the payoffs from early settlement. Since the terms of early settlements are sealed by

design, it is impossible to observe the precise nature of the deal. As a result, it is not possible to

reliably measure exactly how much a complainant gets from settlement versus a ruling” (1124-5).

Variables

Dependent Variable

To test Hypotheses 1 and 2, I examine which cases reach the panel stage at three levels: panel

establishment, circulation of panel report, and adoption of panel report. My sample consists of

180 GATT disputes10 and 574 WTO disputes (from DS1 to DS 574). It covers all disputes initiated

through the official filing from January 1, 1980, until December 31, 2018, but does not include

the most recent 21 disputes (from DS575 to DS 595, as of June 2020). The dependent variable,

Ruling circulated, is 1 if the case ends with panel ruling; 0 otherwise. Alternatively, I use Ruling

adopted as a dependent variable which is 1 if the case ends with panel ruling and its adoption by

disputing parties; 0 otherwise. I also use Panel established as another dependent variable which

is 1 if the case ends with establishment, regardless of panel reports.

To test Hypothesis 3, I analyze trade flows between disputing countries after disputes end.

The dependent variable, Post-dispute imports, is the annual volume of imports into defendants

from each complainant over the five-year period after a dispute ends. To construct the measure,

I collect annual bilateral trade data for each product listed in GATT/WTO disputes.11 Then I

aggregate these data over a given dispute following Kucik and Pelc (2016) and Peritz (2020), given

10A list of GATT disputes is consistent with the data provided by Hudec (1999). Data are from the WTO’s collection
of GATT disputes and are available at https://www.wto.org/.

11For the WTO disputes, I revise and expand the dispute settlement database developed by Horn and Mavroidis
(2008) which covers 351 WTO disputes initiated between 1995 and 2006.

https://www.wto.org/
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that there is a wide variation in the number of products across disputes.12

For each dispute, I identify the disputed products and examine trade flows of those products

at various levels of Harmonized System Codes.13 Depending on the level of precision available, I

use either 2- (e.g. DS348 on textile and footwear products), 4- (e.g. DS464 on residential washers),

or 6-digit (e.g. DS480 on biodiesel) HS codes. It is built from the complainant’s annual exports

of those disputed products to the defendant in five years after the dispute ends. Product-level

trade data are from the UN Commodity Trade Statistics Database (UN Comtrade).14 Because the

distribution is highly skewed, I take the natural logarithm of this variable. My data set includes

imports data when there is a complete record of both prior- and post-dispute (for five years)15 to

avoid the impact of artificial changes in trade data as a result of missing values.16 As a result, I

systematically exclude ongoing cases or cases abandoned. Put differently, I only include cases

which end up with either a mutually agreed solution (MAS), ruling (a.k.a. panel report), or

withdrawal. My sample consists of GATT disputes filed since 1989 and WTO disputes ranging

from DS1 to DS449.

Independent Variables

To test the effectiveness of the WTO’s dispute settlement mechanism (Hypothesis 1), the main

independent variable is the presence of the WTO’s dispute settlement mechanism. WTO is coded

1 for the WTO period, and 0 otherwise. To test Hypothesis 2, I use the number of third parties in

a given dispute as the main independent variable to capture the size of additional benefit the

12Kucik and Pelc (2016) note that the heterogeneous impact of a dispute on trade flows across the products is
highly suspect (874).

13To my knowledge, no study of GATT/WTO dispute settlement has done this on GATT disputes rather than
WTO disputes.

14Data available at https://comtrade.un.org/. For a dispute involving the EU, I aggregate trade data over
the EU member states in a given year. For example, I aggregate trade volume over 28 countries between 2013 and
2019 for the EU but 27 countries without Croatia, the latest member state, between 2007 and 2012.

15I also use the three-year window rather than five years. The findings are robust.
16This is consistent with the strategy of Kucik and Pelc (2016) which I largely follow the data construction in

terms of imports flows over the affected products in a given dispute.

https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds348_e.htm
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds464_e.htm
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds480_e.htm
https://comtrade.un.org/
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defendant gains from winning a case in litigation.

To test Hypothesis 3, the key independent variable is the presence of the WTO’s dispute set-

tlement mechanism as described above. The second independent variable is the complainant’s

market power in terms of GDP (in constant 2010 USD, logged). Among many sources of power,

market power is the most relevant one in trade disputes (Davis, 2012). Power, political as well as

military, is crucially dependent on the size of the economy, such that asymmetries in political

power are highly correlated with size asymmetry (e.g. Gartzke, 2007; Hegre, 2008). Because

the absolute size of the economy is highly correlated with markets and production capacities,

which causes poorer countries not to be able to get what they want when filing disputes. As an

alternative measure, in the appendix, I use GDP per capita (in constant 2010 USD, logged), one

of the most frequently used measures of power in both the international conflict and political

economy literature (e.g. Bown, 2005).

Control Variables

I include several control variables. For the dispute-level analysis (Hypotheses 1 and 2), I control

for the effect of macroeconomic factors. I include the log of GDP (in constant 2010 USD), the

log of per capita GDP (in constant 2010 USD), the log of per capita income (in constant 2010

USD), and the log of population size of both complainant and defendant. I use either overall

GDP and per capita income or per capita GDP and population to properly control disputing

parties’ market power and level of economic development. These data are collected from the

World Bank’s World Development Indicators (WDI). I also use the Polity score as the measure of

regime type of disputing countries (Marshall and Gurr, 2020).17

Similarly, for the dispute country-dyad analysis (Hypothesis 3), I first control for the effect

of macroeconomic factors (i.e. the log of GDP and the log of per capita income) as well as Polity

17Polity5 data available from http://www.systemicpeace.org/inscrdata.html.

http://www.systemicpeace.org/inscrdata.html
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score. To further determine controls for the complainant, defendant, and dyad, I largely follow

the specification of Kucik and Pelc (2016) who analyze the impact of WTO dispute settlement

on dyadic trade flows after dispute ends.18 As a result, the regression includes two additional

variables. Total imports is the log of the defendant’s total imports for all products from the

complainant. This variable controls for the strength of economic ties over the (five-year) periods

after dispute ends. In order to control for the starting level of trade between disputing parties, I

also include the log of the defendant’s imports of disputed products from the complainant in the

year prior to the dispute, Prior imports. Summary statistics for all variables and a correlation

matrix are included in the appendix.

Results

Does the WTO dispute settlement increase the odds of litigation?

To test Hypotheses 1 and 2, I assess disputes brought under the GATT and the WTO between 1980

and 2018. I only include disputes for which the complainants are weaker than their counterparts

in terms of market power. To show how international arbitration empowers a weak party, my

models assume that a defendant is more powerful than a complainant, and he is willing to wield

power to get away with violating agreements and not to lift alleged trade barriers. This yields a

sample of 382 disputes (involving 108 GATT disputes and 274 WTO disputes).

I find strong evidence that the more legalized dispute resolution system under the WTO

regime is correlated positively with litigation.19 I present the probit regression results in Table 1

given the limited dependent variable. Models 1-2 ask which cases reach a ruling by looking at

whether a panel report is issued. Model 3 looks at whether a panel report is issued and adopted.

18Note that Kucik and Pelc (2016) examine the complainant’s gains in trade flows relative to that of non-
participating countries, rather than the complainant’s absolute gains which I examine in this paper.

19Figure ?? in appendix plots the pattern of GATT/WTO litigation between 1980 and 2017, showing the substantial
increase in the number of cases which reach a ruling since 1995.

sec:appendix3
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Model 4 asks which cases get a panel established regardless of a panel report being issued.

Getting a panel established does not yet give the dispute publicity. Nevertheless, requesting

a panel is a realistic threat to move disputes into the public and legalized realm. Thus, early

settlements before and after a panel is established should be considered differently.

Table 1 confirms that weaker complainants are significantly more likely to reach a ruling in

the WTO than the GATT. Across all models, the coefficients on the WTO variable are positive and

statistically different from zero as hypothesized. Weaker complainants disproportionately fail to

get a ruling issued under the GATT, compared with WTO adjudication.

Figure 3: Litigation in the GATT vs. the WTO (Model 1, Table 3.1)
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Note to Figure 3: This figure presents the predicted probabilities of ruling circulated (vertical axis) in the GATT
and the WTO dispute settlement (horizontal axis). Using the estimates from Model 1 in Table 3.1, I calculated the
predicted probabilties of ruling being circulated, holding covariates at the observed values for each observation
in the sample. Black circles are point estimates and black bars represent 95% confidence intervals of those point
estimates. The shaded historgram plots the number of disputes in the GATT and the WTO.

The size of the effect is substantively significant. Figure 3 shows the predicted probability of
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Table 1: Probit models of GATT/WTO disputes, 1980-2018

Ruling circulated Ruling adopted Panel established

Model 1 Model 2 Model 3 Model 4

WTO 0.473∗∗∗ 0.457∗∗∗ 0.560∗∗∗ 0.591∗∗∗

(0.152) (0.151) (0.160) (0.154)
Complainant GDP (log) 0.032 0.100∗∗ 0.054

(0.051) (0.051) (0.053)
Complainant income PC (log) −0.005 −0.047 0.081

(0.062) (0.062) (0.066)
Complainant GDPPC (log) 0.045

(0.065)
Complainant population (log) 0.023

(0.049)
Complainant polity 0.003 −0.002 0.003 −0.013

(0.015) (0.014) (0.015) (0.016)
Defendant GDP (log) 0.026 −0.012 −0.077

(0.079) (0.080) (0.080)
Defendant income PC (log) −0.038 −0.125 0.265∗∗

(0.132) (0.134) (0.131)
Defendant GDPPC (log) −0.025

(0.108)
Defendant population (log) 0.013

(0.079)
Defendant polity 0.047∗ 0.054∗∗ 0.047∗ 0.015

(0.025) (0.024) (0.025) (0.024)
Intercept −2.104 −1.725 −1.860 −2.837∗

(1.546) (1.480) (1.577) (1.557)

Observations 382 387 382 382
BIC 560.95 567.32 536.47 535.81
Log likelihood -256.69 -259.83 -244.45 -244.13
Pseudo R2 0.03 0.03 0.04 0.06
Weaker complainants? Yes Yes Yes Yes

Note: Cluster robust standard errors in parentheses. In Models 1-2, the dependent variable is a panel report
circulated in a dispute. In Model 3, the dependent variable is a panel report circulated and adopted in a dispute. In
Model 4, the dependent variable is a panel established in a dispute. Models 1-4 look at disputes when the
complainant is weaker than the defendant. The level of analysis is the dispute level. ∗ p < 0.1, ∗∗ p < 0.05, ∗∗∗
p < 0.01.
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reaching a ruling in GATT vs. WTO disputes (Model 1, Table 1). The WTO dispute settlement

mechanism increases the predicted probability of a ruling being issued by about 0.181 from 0.334

to 0.515 (95%CI: 0.071, 0.291), holding covariates at the observed values for each observation in

the sample.20

Does the number of third parties increase the odds of litigation?

I present the same model specifications with an addition of the Number of third parties variable

which is the main independent variable for testing Hypothesis 2. I present the probit regression

results given the same limited dependent variable used in the previous models. Regarding the

main effect of interest, the coefficient on the number of third parties participated in the dispute

is positive and statistically significant from zero.

The results from Table 2 offer strong support for my theoretical expectations. Across all

models, third-party participation is positively associated with the probability of litigation as

suggested by the model predictions and the literature. As the number of third parties increases,

the GATT/WTO disputes are significantly more likely to reach a ruling. Weaker complainants

disproportionately fail to get a ruling issued in the absence of third party participation in both

the GATT and the WTO.

Substantively, the predicted effects are quite large. Figure 4 shows the predicted probability

of reaching a ruling by the number of third parties involved in a dispute based on the results in

Model 1. The participation of third parties increases the predicted probability of reaching a ruling.

Estimates use the probit model with all controls at the observed values for each observation in

the sample. The majority of disputes involve no third parties. I plot four examples along with the

number of observations in each category of the number of third parties (“Absence” to “High”).21

20I estimate the predicted probability of a ruling for each individual observation in the data to find out the
change in the predicted probability associated with a switch of dispute resolution system from the GATT to the
WTO. This observed-value approach utilizes the information from all the individual cases in the data rather than the
“average case” used in the average-case approach (Hanmer and Ozan Kalkan, 2013).

21The first category includes disputes in the absence of participation of third parties in the sample. The second
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Table 2: Probit models of GATT/WTO disputes, 1980-2018

Ruling circulated Ruling adopted Panel established

Model 1 Model 2 Model 3 Model 4

Number of third parties 0.131∗∗∗ 0.129∗∗∗ 0.095∗∗∗ 0.534∗∗∗

(0.033) (0.032) (0.020) (0.092)
WTO −0.019 −0.041 0.165 −0.332∗

(0.176) (0.177) (0.176) (0.174)
Complainant GDP (log) 0.046 0.134∗∗∗ 0.043

(0.052) (0.052) (0.064)
Complainant income PC (log) −0.047 −0.082 0.192∗∗

(0.065) (0.065) (0.081)
Complainant GDPPC (log) −0.003

(0.070)
Complainant population (log) 0.019

(0.052)
Complainant polity 0.031∗ 0.024 0.022 −0.001

(0.018) (0.018) (0.018) (0.021)
Defendant GDP (log) 0.165∗ 0.108 0.080

(0.092) (0.089) (0.102)
Defendant income PC (log) −0.307∗∗ −0.389∗∗ 0.199

(0.155) (0.153) (0.184)
Defendant GDPPC (log) −0.166

(0.117)
Defendant population (log) 0.172∗

(0.094)
Defendant polity 0.082∗∗∗ 0.091∗∗∗ 0.073∗∗∗ 0.019

(0.027) (0.027) (0.025) (0.027)
Intercept −4.124∗∗ −3.450∗∗ −3.808∗∗ −7.910∗∗∗

(1.668) (1.592) (1.695) (2.250)

Observations 382 387 382 382
BIC 477.51 486.04 481.78 331.94
Log likelihood -212.00 -216.21 -214.14 -139.21
Pseudo R2 0.20 0.19 0.16 0.46
Weaker complainants? Yes Yes Yes Yes

Note: Cluster robust standard errors in parentheses. In Models 1-2, the dependent variable is a panel report
circulated in a dispute. In Model 3, the dependent variable is a panel report circulated and adopted in a dispute. In
Model 4, the dependent variable is a panel established in a dispute. Models 1-4 look at disputes when the
complainant is weaker than the defendant. The level of analysis is the dispute level. ∗ p < 0.1, ∗∗ p < 0.05, ∗∗∗
p < 0.01.
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Figure 4: Litigation and third parties in trade disputes (Model 1, Table 3.2)
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Note to Figure 4: This figure presents the predicted probabilities of ruling circulated (vertical axis) across the levels
of third-party participation (horizontal axis). The first category includes disputes in the absence of third parties. The
second category Low includes disputes with 1 - 5 third parties. The third category Medium includes disputes with 6 -
10 third parties. The last category High includes disputes involving more than 10 third parties. Using the estimates
from Model 1 in Table 3.2, I calculated the predicted probabilties of ruling being circulated, holding covariates at
the observed values for each observation in the sample. Black circles are point estimates and black bars represent
95% confidence intervals of those point estimates. The shaded historgram plots the number of disputes for each
category of third-party particpation.

In the absence of third parties, the predicted probability of reaching a ruling in a dispute

is 0.291, holding covariates at the observed values for each observation in the sample. If the

number of third parties involved in a dispute increases from none to 5, the predicted probability

sharply increases by 0.238 (95%CI: 0.113, 0.366). As the number of third parties increases from 5

to 10, the predicted probability of a ruling increases by 0.221 (95%CI: 0.115, 0.296). If a dispute

involves 15 third parties, the predicted probability of a ruling is 0.139 higher than that for the

disputes with 10 third parties (95%CI: 0.087, 0.168).

category Low includes disputes with 1 - 5 third parties. The third category Medium includes disputes with 6 - 10
third parties. The last category High includes disputes involving more than 10 third parties.
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Do poorer complainants fare better in the WTO than the GATT?

For the analyses at the dispute-country pair-year level (Hypothesis 3), I run a series of random-

effects models due to the absence of temporal variation in the main explanatory variable WTO.22

I cluster the standard errors at the dispute level. I present the main results in Table 3. All models

include dispute-level random effects to vary baseline levels of trade flows of the affected products

across disputes.

Model 1 of Table 3 is the unconditional model. The coefficient on the independent variable

WTO is positive but not statistically significant from zero. The coefficient on another independent

variable Complainant GDP is positive and statistically significant from zero. Complainants with

market power are expected to gain more from dispute settlement against their more powerful

counterparts. In both GATT and the WTO dispute settlement, the rich are getting richer and the

poor are getting poorer. Also this is not surprising given the conditional effectiveness of the WTO

on power imbalance anticipated by the theory. In fact, this is consistent with my argument that

the poor states will be most affected. A poorer complainant is more likely to benefit from the

highly legalized dispute resolution system of the WTO.

Similarly, the coefficient on the defendant’s GDP is positive and statistically significant,

suggesting that larger economies are more likely to get what they want. The coefficients on

the complainant’s per capita income of both the complainant and the defendant are negative

but statistically insignificant, suggesting that post-dispute trade flows are not affected by the

disputing countries’ level of development once the relative market power is controlled. The

coefficients on polity score of both parties are not statistically significant, suggesting that having

domestic audiences or not is unlikely to affect the gains from disputes.23

The results show the impact of bilateral trade relationship on post-dispute trade flows. The

22See Beck and Katz (2001) for review of the use of fixed effects in IR time-series cross-section models. See pages
492-493, in particular, for discussion of including fixed effects in terms of relatively time invariant covariates.

23The findings hold when I use an alternative democracy measure, Democratic pair being coded 1 if both parties
are democracies, following Kucik and Pelc (2016).
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Table 3: Regression models of post-dispute trade flows, 1989-2018

Imports of disputed products

Model 1 Model 2 Model 3 Model 4

WTO 0.319 23.515∗∗∗ (.) 22.167∗∗∗

(0.594) (2.559) (.) (2.531)
Complainant GDP (log) 0.437∗∗∗ 1.058∗∗∗ 1.266∗∗∗ 0.953∗∗∗

(0.139) (0.161) (0.359) (0.131)
WTO × Complainant GDP (log) −0.861∗∗∗ −1.072∗∗∗ −0.766∗∗∗

(0.120) (0.155) (0.097)
Complainant income PC (log) −0.266 −0.314 −1.192 −0.439∗

(0.262) (0.265) (0.940) (0.254)
Prior imports (log) 0.571∗∗∗ 0.576∗∗∗ 0.412∗∗∗ 0.622∗∗∗

(0.076) (0.071) (0.070) (0.067)
Total imports (log) −0.214 −0.098 −0.015 0.037

(0.164) (0.167) (0.502) (0.109)
Complainant polity −0.022 −0.009 0.076 0.019

(0.028) (0.028) (0.079) (0.024)
Defendant GDP (log) 0.362∗ 0.372∗∗ 4.663∗ 0.333∗∗∗

(0.192) (0.184) (2.671) (0.102)
Defendant income PC (log) 0.226 0.216 −3.182 −0.098∗∗∗

(0.356) (0.362) (3.658) (0.028)
Defendant polity 0.014 0.002 0.049 0.027

(0.039) (0.040) (0.035) (0.030)
Intercept −14.125∗∗ −32.504∗∗∗ −97.551∗∗ −28.338∗∗∗

(5.650) (5.573) (48.799) (4.242)

Observations 735 735 735 1329
R2 0.66 0.59 0.34 0.64
Dispute Fixed Effects No No Yes No
Weaker complainants? Yes Yes Yes No (All)

Note: Cluster robust standard errors in parentheses. Intercept not shown. Models 1-3 look at disputes with the
complainant weaker than the defendant. Model 4 looks at all disputes. WTO constituent term omitted in Model 3
because it only varies by dispute and the specification includes fixed dispute effects. The dependent variable is the
defendant’s imports of the affected products from the complainant after the dispute. The level of analysis is the
dispute-country pair -year level. ∗ p < 0.1, ∗∗ p < 0.05, ∗∗∗ p < 0.01.
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coefficient on Prior imports is positive and statistically significant. Post-dispute trade flows of

the affected products will increase with the strength of the bilateral trade relationship over the

products. Conversely, the coefficient of Total imports is negative and statistically not significant,

suggesting that post-dispute imports of the disputed products are not affected by the overall

economic ties in terms of bilateral trade.

To test whether the impact of the WTO DSM on the complainant’s payoff varies by the com-

plainant’ market power, Model 2 estimates an interaction effect between WTO and Complainant

GDP. The coefficient on the interaction term is negative and statistically different from zero as

hypothesized. I plot the marginal effect of the WTO as a function of the complainant’s GDP

in Figure 5. I also include a histogram of the conditional variable Complainant’s GDP (logged).

Figure 5 shows that the effect of the WTO DSM is positive at low levels of the complainant’s

Figure 5: Marginal effect of the WTO by the complainant’s GDP (Model 2, Table 3)
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GDP,24 and that the effect is increasingly negative as a function of the complainant’s GDP. The

effectiveness of the WTO decreases as the complainant’s market power increases.

Figure 6: Marginal effect of the WTO by the complainant’s GDP (Model 3, Table 3)
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At the highest levels of complainant GDP (top 5%),25 a switch of dispute settlement mecha-

nism from the GATT to the WTO leads to a decrease in the complainant’s exports flows to the

defendant’s market. Poorer complainants such as Nicaragua (1994) and Honduras (2005) are

more likely to increase post-dispute trade gains in the WTO than the GATT, while rich com-

plainants such as USA (2002) and EU (2014) are more likely to decrease the gains in the WTO

relative to the expected gains in the GATT (Figure 6). 26 This shows that the WTO is providing a

24About 22% of the sample falls in the category of the complainant’s market power (i.e. the log of GDP below
25.49) at the 0.05 level. At the 0.1 level, about 27% of the sample falls in the category of the complainant’s market
power (i.e. the log of GDP below 25.69).

25About 5% of the sample falls in the category of the complainant’s market power (i.e. the log of GDP above
30.14) at the 0.05 level. At the 0.1 level, about 10% of the sample falls in the category of the complainant’s market
power (i.e. the log of GDP below 29.67).

26Note that the model does not predict the effect of WTO dispute settlement becomes negative (and significant)
for some rich countries. This is an interesting empirical finding but I find the effect depends on the coverage of the
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more level playing field to small and poor countries than the GATT, not only by increasing the

gains of dispute settlement for poorer complainants but also by decreasing the gains for the

richest complainants. I will further discuss this point by plotting the expected post-dispute trade

flows (the GATT vs. the WTO) of several exemplary cases in Figure 7.

Model 3 includes dispute fixed effects. The WTO constituent term is omitted because it only

varies by dispute while the model specification includes fixed dispute effects. The interaction

term between WTO and Complainant GDP is negative and statistically different from zero. In

Model 4, I present the same interactive specifications based on a sample of all cases regardless of

relative power of disputing parties. As a result, the sample includes both disputes with weaker

complainants and disputes with weaker defendants relative to their counterparts. Regarding

the main effect of interest, the coefficient on the interaction term in Model 4 is again negative

and statistically significant. The marginal effect of the WTO dispute settlement is plotted in

Figure 8 in the appendix. The patterns are similar to those found in the sample of disputes

with weaker complainants, except about 35% of the full sample falls in the category of the

complainant’s market power (i.e. the log of GDP below 27.62) at the 0.05 level where the WTO

increases post-dispute trade gains for a complainant country.

Substantively, the size of the effect is significant. Figure 7 shows the predicted effect of the

complainant’s GDP on the complainant’s post-dispute exports of the affected products to the

defendant. Based on the results in Model 2, I plot four examples. When the complainant’s GDP

is 4,710 million constant 2010 USD,27 its post-dispute exports to the defendant are predicted to

be 6.167 (95% CI: 3.922, 8.412) in logged dollars for GATT disputes, as opposed to 10.504 (95% CI:

8.683, 12.325) for WTO disputes. This amounts to a difference of $36 million. This is an increase

of 76 times from $0.477 to $36.465 million.

sample. The negative effect becomes insignificant when I add more observations with high GDP into the sample
by including more recent cases. In doing so, however, the number of observations has been dropped due to the
shortened windows for trade data (e.g. three-year post-dispute trade windows rather than the five-year windows).

27In the first GATT Bananas dispute, Nicaragua’s GDP was 4,710 million constant 2010 USD when it sued the EU
in 1992 with other complainant countries including Colombia, Costa Rica, Guatemala, and Venezuela.

sec:appendix3
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Figure 7: Gains from trade disputes at the GATT vs. the WTO
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For those complainant countries whose GDP is 58,880 million USD,28 the post-dispute

exports are predicted to be 8.839 (95% CI: 6.929, 10.750) in logged dollars for GATT disputes, as

opposed to 11.002 (95% CI: 10.095, 11.908) for WTO disputes. This amounts to a difference of

$53 million. This is an increase of 8.7 times from $6.9 to $59.98 million. For those complainant

countries whose GDP is 1,290 billion USD,29 the post-dispute exports are predicted to be 12.106

(95% CI: 10.190, 14.021) in logged dollars for GATT disputes, as opposed to 11.610 (95% CI: 11.223,

11.997) for WTO disputes. This amounts to a difference of $70.7 million. This is a decrease of

64 per cent in annual exports from $180.9 to $110.2 million. For those complainant countries

whose GDP is 12,120 billion USD,30 the post-dispute exports are predicted to be 14.476 (95% CI:

28When Ecuador filed a case against the United States in 2005 over the US’ anti-dumping measures on shrimp
from Ecuador, Ecuador’s GDP was 5,888 million constant (2010) USD.

29When India filed a case against the United States in 2006 over the frozen warmwater shrimp, India’s GDP was
1,290 billion constant (2010) USD.

30When the US filed a case against the EC in 1999 over the agricultural products and foodstuffs, US’ GDP was
12,120 billion constant (2010) USD.
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12.270, 16.682) in logged dollars for GATT disputes, as opposed to 12.051 (95% CI: 10.911, 13.192)

for WTO disputes. This amounts to a difference of $1,764 million. This is a decrease of 11 times

in annual exports from $1,935.6 to $171.3 million.

Overall, I find support for my argument that legalization of the dispute resolution mecha-

nisms in the transition from the GATT to the WTO improves the unequal distribution of benefits

of dispute settlement between the weak and the strong countries. The poor get more and the

rich get less in the WTO disputes relative to the GATT disputes. The highly legalized dispute

resolution system helps level the playing field for poorer and less powerful countries in the

multilateral trading system.

Conclusion

In this chapter, I examine the effectiveness of the legalized dispute settlement system of the

WTO relative to the GATT in three ways. Theoretical relationships drawn from the trade dispute

models suggest that weaker complainant countries fare better under the WTO dispute settlement,

relative to GATT dispute settlement. The results show that disputes filed in the WTO are more

likely to reach litigation than those filed in the GATT. The results also show that the odds of

litigation increase in the number of third parties involved because defendants are more likely to

find winning the case in litigation beneficial. Lastly, the results show that poorer complainants

are more likely to gain from WTO adjudication than they were to gain from GATT adjudication.

Thus, poorer countries will increase trade of the affected products after WTO disputes more

than GATT disputes. Richer countries are unlikely to experience any significant difference in

post-dispute trade effects between the GATT and the WTO.

For empirical testing, I utilize two sets of original dispute data: a data set on GATT/WTO

disputes at the dispute level and a data set on bilateral trade flows of the affected products

at the dispute-country dyad-year level. I find support for my theoretical expectations, and
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demonstrate that (1) the WTO and the number of third parties are positively correlated with the

probability of reaching litigation; and (2) WTO dispute settlement is correlated with post-dispute

trade flows between disputing parties, conditional on the degree of the complainant’s market

power. These results indicate that the more legalized dispute settlement system leads to the

use of international arbitration and greater publicity of the dispute. Third-party participation

incentivizes the defendant to delegate power to the third-party dispute settlement, which benefits

the weaker complainant. The highly legalized dispute settlement mechanism of the WTO

provides significant de facto trade gains for poorer complainants but not for the majority of

complainants.

My work contributes to a larger literature in political science that examines the effectiveness

of international institutions in mitigating power asymmetries and promoting cooperation. While

the dispute resolution system is central to the WTO, relatively little is known about when and why

its strong legal features help promote fair competition and trade. My contribution is threefold.

First, based on findings from game-theoretic analylsis, this study lays out and empirically tests

circumstances where legalized dispute settlement systems help small and poor countries insulate

themselves from power politics in the multilateral trading system. Second, while most research

relies on aggregated trade flows to examine the distributional consequences of the WTO dispute

settlement, I analyze disaggregated trade data - bilateral trade flows of the affected products

directly listed in the dispute - and examine the direct economic consequences of international

adjudication. Third, to test the impact of legalization of intentional institutions in the context

of international trade regime, I construct an original database for disputes at the GATT and the

WTO. Compared to the existing relevant data, the coverage of my database is significantly greater

in terms of number of dispute cases. To the best of my knowledge, my database is also the most

fine-grained of the available data sets.

The findings have important policy implications and raise a number of questions: How far

do powerful countries want international institutions to be legalized? When powerful countries
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find legalized international institutions hurting rather than protecting their interests, what is

their incentive to remain in the system? Powerful countries abandoning such institutions is

not unlikely. The US president Donald Trump has continuously threatened to withdraw the US

from the WTO, arguing that the WTO treats the US unfairly. More recently, the US has blocked

the nomination of the new judges of the WTO’s Appellate Body, which seriously damaged the

system.

Legalization of international institutions has the potential to destabilize the system by

causing discontent among the most powerful and largest economies who are used to being the

major beneficiaries of the multilateral trade regime and, consequently, their withdrawal from

the system. One might call it a by-product of legalization. Yet, the question is how to structure

institutions such that they decrease the rich-poor gap for public goods, but also incentivize

participation by the richest members.
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Appendix

Data Sources and Summaries

Complainant countries: Antigua and Barbuda, Argentina, Australia, Austria, Bangladesh, Brazil,

Canada, Chile, China, Colombia, Costa Rica, Cote d’Ivoire, Cuba, Czech Republic, Denmark,

Dominican Republic, EU, Ecuador, El Salvador, Finland, Guatemala, Honduras, Hong Kong,

Hungary, India, Indonesia, Japan, Korea, Malaysia, Mexico, Moldova, Netherlands, New Zealand,

Nicaragua, Norway, Pakistan, Panama, Peru, Philippines, Poland, Portugal, Qatar, Russia, Sin-

gapore, South Africa, Spain, Sri Lanka, Sweden, Switzerland, Taiwan, Thailand, Tunisia, Turkey,

UAE, USA, Ukraine, United Kingdom, Uruguay, Venezuela, Vietnam, Zimbabwe.

Defendant countries: Argentina, Armenia, Australia , Austria, Bahrain, Belgium, Brazil, Canada,

Chile, China, Colombia, Costa Rica, Croatia, Czech Republic, Denmark, Dominican Republic,

EU, Ecuador, Egypt, Finland, France, Germany, Greece, Guatemala, Hungary, India, Indone-

sia, Ireland, Italy, Japan, Kazakhstan, Korea, Kyrgyzstan, Malaysia, Mexico, Moldova, Morocco,

Netherlands, New Zealand, Nicaragua, Norway, Pakistan, Panama, Peru, Philippines, Poland,

Portugal, Qatar, Romania, Russia, Saudi Arabia, Slovak Republic, South Africa, Spain, Sweden,

Switzerland, Thailand, Trinidad and Tobago, Turkey, UAE, USA, Ukraine, United Kingdom,

Uruguay, Venezuela.

Third Parties: Afghanistan, Argentina, Australia, Bahrain, Bangladesh Barbados, Belize, Benin,

Bolivia, Brazil, Cameroon, Canada, Chad, Chile, China, Colombia, Costa Rica, Cote d’Ivoire, Cuba,

Dominican Republic, EU, Ecuador, Egypt, El Salvador, Fiji, Finland, Ghana, Grenada, Guatemala,

Guyana, Honduras, Hong Kong, Hungary, Iceland, India, Indonesia, Israel, Jamaica, Japan,

Kazakhstan, Kenya, Korea, Kuwait, Madagascar, Malaysia, Malawi, Mauritius, Mexico, Moldova,

Namibia, New Zealand, Nicaragua, Nigeria, Norway, Oman, Pakistan, Panama, Paraguay, Peru,

Philippines, Poland, Qatar, Russia, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the

Grenadines, Saudi Arabia, Senegal, Singapore, South Africa, Sri Lanka, Suriname, Swaziland,

Sweden, Switzerland, Taiwan, Tanzania, Thailand, Trinidad and Tobago, Turkey, UAE, USA,

Ukraine, Uruguay, Venezuela, Vietnam, Yemen, Yugoslavia, Zambia, Zimbabwe.
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Table 4: Summary Statistics (Dispute level analysis)

Variable Mean Std. Dev. Min. Max. N

Ruling circulated 0.46 0.5 0 1 390
Ruling circulated & adopted 0.38 0.49 0 1 390
Panel established 0.58 0.49 0 1 390
WTO 0.71 0.45 0 1 390
Number of third parties 3.91 6.26 0 35 390
Complainant GDP (log) 27.28 1.75 20.74 30.43 390
Complainant income PC (log) 9.23 1.24 0 11.21 382
Complainant GDPPC (log) 9.4 1.23 6.05 11.43 390
Complainant population (log) 17.91 1.69 11.28 21.05 390
Complainant polity 6.99 5.11 -10 10 387
Defendant GDP (log) 29.5 1.32 24.31 30.81 390
Defendant income PC (log) 10.04 0.8 6.41 12.03 390
Defendant GDPPC (log) 10.22 0.78 6.59 12.28 390
Defendant population (log) 19.31 0.96 16 21.05 390
Defendant polity 8.75 3.59 -10 10 390
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Table 5: Correlation Matrix (Dispute level analysis)

Variables 0 1 2 3 4 5 6 7 8 9 10 11 12 12 14

0. Ruling circulated 1.00

1. Ruling circulated & adopted 0.84 1.00
(0.00)

2. Panel established 0.78 0.66 1.00
(0.00) (0.00)

3. WTO 0.13 0.17 0.19 1.00
(0.01) (0.00) (0.00)

4. Number of third parties 0.43 0.39 0.51 0.35 1.00
(0.00) (0.00) (0.00) (0.00)

5. Complainant GDP (log) 0.04 0.07 0.10 -0.01 -0.04 1.00
(0.48) (0.20) (0.04) (0.91) (0.44)

6. Complainant income PC (log) -0.01 -0.04 0.05 -0.20 -0.10 0.39 1.00
(0.79) (0.42) (0.37) (0.00) (0.06) (0.00)

7. Complainant GDPPC (log) -0.00 -0.02 0.07 -0.19 -0.07 0.41 0.94 1.00
(0.97) (0.67) (0.16) (0.00) (0.16) (0.00) (0.00)

8. Complainant population (log) 0.05 0.09 0.06 0.11 0.02 0.74 -0.30 -0.29 1.00
(0.36) (0.09) (0.25) (0.03) (0.75) (0.00) (0.00) (0.00)

9.Complainant polity 0.00 -0.01 -0.07 -0.12 -0.19 0.04 0.35 0.35 -0.23 1.00
(0.94) (0.89) (0.19) (0.02) (0.00) (0.47) (0.00) (0.00) (0.00)

10. Defendant GDP (log) 0.08 0.04 0.11 -0.05 -0.06 0.56 0.24 0.23 0.42 -0.01 1.00
(0.13) (0.44) (0.03) (0.32) (0.20) (0.00) (0.00) (0.00) (0.00) (0.80)

11. Defendant income PC (log) 0.09 0.04 0.18 0.00 0.10 0.39 0.13 0.14 0.30 -0.11 0.70 1.00
(0.08) (0.45) (0.00) (0.99) (0.05) (0.00) (0.01) (0.01) (0.00) (0.03) (0.00)

12. Defendant GDPPC (log) 0.08 0.03 0.18 0.00 0.11 0.39 0.13 0.14 0.30 -0.11 0.70 1.00 1.00
(0.10) (0.51) (0.00) (0.95) (0.04) (0.00) (0.01) (0.00) (0.00) (0.03) (0.00) (0.00)

13. Defendant population (log) 0.02 0.01 -0.01 -0.08 -0.19 0.49 0.23 0.21 0.35 0.07 0.83 0.21 0.21 1.00
(0.71) (0.79) (0.79) (0.13) (0.00) (0.00) (0.00) (0.00) (0.00) (0.18) (0.00) (0.00) (0.00)

14. Defendant polity 0.11 0.07 0.06 -0.19 -0.08 0.09 0.01 -0.01 0.10 0.16 0.31 0.51 0.50 0.03 1.00
(0.03) (0.18) (0.22) (0.00) (0.10) (0.08) (0.84) (0.87) (0.04) (0.00) (0.00) (0.00) (0.00) (0.56)
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Table 6: Summary Statistics (Dispute-dyad-year-level analysis)

Variable Mean Std. Dev. Min. Max. N

Post-dispute imports (log) 11.37 3.03 -1.1 17.74 740
WTO 0.58 0.49 0 1 5588
Complainant GDP (log) 27.17 1.82 20.68 30.51 5453
Complainant income PC (log) 9.52 0.94 0 11.23 5370
Complainant polity 7.9 3.83 -10 10 5445
Defendant GDP (log) 29.72 1.13 24.31 30.51 5453
Defendant income PC (log) 10.23 0.51 7.84 10.8 5453
Defendant polity 9.32 2.5 -10 10 5452
Prior imports (log) 10.97 3.22 1.57 17.73 1562
Total imports (log) 16.38 2.5 0.82 20.01 4992

Table 7: Summary Statistics (Dispute-dyad-year-level analysis), Full sample

Variable Mean Std. Dev. Min. Max. N

Post-dispute imports (log) 11.48 2.96 -1.1 17.74 1335
WTO 0.66 0.47 0 1 10326
Complainant GDP (log) 28.21 2.01 20.68 30.51 9911
Complainant income PC (log) 9.80 0.88 0 11.23 9826
Complainant polity 8.57 3.17 -10 10 9966
Defendant GDP (log) 28.81 1.73 22.56 30.51 10018
Defendant income PC (log) 9.95 0.82 0 11.23 9977
Defendant polity 8.65 3.48 -10 10 10021
Prior imports (log) 11.22 3.07 1.57 17.73 2622
Total imports (log) 16.44 2.41 -0.76 20.01 9228
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Table 8: Correlation Matrix (Dispute-dyad-year-level analysis)

Variables 0 1 2 3 4 5 6 7 8 9

0. Post-dispute imports (log) 1.00

1. WTO 0.03 1.00
(0.41)

2. Complainant GDP (log) 0.34 0.03 1.00
(0.00) (0.03)

3. Complainant income PC (log) 0.15 -0.19 0.53 1.00
(0.00) (0.00) (0.00)

4. Complainant polity -0.17 -0.12 0.16 0.42 1.00
(0.00) (0.00) (0.00) (0.00)

5. Defendant GDP (log) 0.37 -0.07 0.39 0.20 0.01 1.00
(0.00) (0.00) (0.00) (0.00) (0.41)

6. Defendant income PC (log) 0.38 -0.03 0.28 0.15 -0.03 0.68 1.00
(0.00) (0.03) (0.00) (0.00) (0.02) (0.00)

7. Defendant polity 0.14 -0.21 0.05 0.05 0.09 0.27 0.54 1.00
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

8. Prior imports (log) 0.82 0.05 0.15 0.08 -0.15 0.26 0.32 0.09 1.00
(0.00) (0.07) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

9. Total imports (log) 0.45 0.05 0.82 0.49 0.06 0.63 0.51 0.18 0.32 1.00
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
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Table 9: Correlation Matrix (Dispute-dyad-year-level analysis), Full sample

Variables 0 1 2 3 4 5 6 7 8 9

0. Post-dispute imports (log) 1.00

1. WTO 0.06 1.00
(0.02)

2. Complainant GDP (log) 0.28 0.07 1.00
(0.00) (0.00)

3. Complainant income PC (log) 0.16 -0.08 0.65 1.00
(0.00) (0.00) (0.00)

4. Complainant polity -0.09 -0.07 0.29 0.46 1.00
(0.00) (0.00) (0.00) (0.00)

5. Defendant GDP (log) 0.36 -0.20 -0.01 0.01 -0.07 1.00
(0.00) (0.00) (0.40) (0.17) (0.00)

6. Defendant income PC (log) 0.18 -0.24 -0.03 0.01 -0.05 0.60 1.00
(0.00) (0.00) (0.00) (0.33) (0.00) (0.00)

7. Defendant polity 0.05 -0.23 -0.12 -0.08 0.03 0.17 0.50 1.00
(0.10) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

8. Prior imports (log) 0.85 0.06 0.21 0.14 -0.06 0.27 0.17 -0.01 1.00
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.65)

9. Total imports (log) 0.49 -0.03 0.68 0.49 0.13 0.58 0.38 0.05 0.42 1.00
(0.00) (0.01) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
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Figure 8: Marginal effect of the WTO by the complainant’s GDP (Model 4, Table 3)
- Full sample -
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