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Abstract

Since the inception of the World Trade Organization (WTO) in 1995, member

countries have been heavily relying on the organization's dispute settlement

procedure (DSP). Exploiting a new database on WTO litigations between 1995 and

2014, this paper describes disputes initiated over this period and identi�es potential

sources of bias concerning the participation of developing countries. The analysis

builds on three di�erent models to determine country i's probability of initiating a

dispute against country j. Either it depends only on the two countries' structure of

trade, that is the number of products exported by i to j (a situation we refer to as

the rules-based model), or it is also a�ected by country i's or country j's speci�c
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characteristics (the unilateral power�based model), or it is also a�ected by bilateral

economic and trade relations between countries i and j (the bilateral power�based

model). We �nd that country i's structure of trade with j plays an important role

in explaining the probability that i initiates a dispute against j under the DSP.

Furthermore, country i's legal capacity and both countries' political regimes also

a�ect this probability. However, we do not �nd that bilateral relationships between

i and j, such as participants' capacity to retaliate against each others have an

impact on dispute initiation.

JEL codes: F02, F13.

Keywords: WTO, Dispute Settlement Procedure.
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1 Introduction

On January 24, 1995, Venezuela requested consultations at the World Trade Organization

(WTO), alleging that a US gasoline regulation discriminated against Venezuela's

producers. The WTO Dispute Settlement Procedure (DSP) established a panel that

released its �ndings on January 29, 1996. The panel's report found the US regulation to

be inconsistent with the General Agreement on Tari�s and Trade (GATT) Article III:4,

�National Treatment on Internal Taxation and Regulation.�1 On August 19, 1997, the US

government announced implementation of the recommendations of the DSP. Since then,

other developing countries, including Brazil, Chile, Costa Rica, Guatemala, Honduras,

India, Mexico, Pakistan, Peru, Philippines, and Thailand, have successfully complained

via the DSP about measures implemented by either the European Union (EU) or the

United States and have obtained withdrawal of a trade measure or an adjustment to a

measure to conform with WTO law.

The WTO's DSP is considered by many to be one of the great achievements of the

multilateral trading system, but is the DSP fair to developing countries? We construct a

database on trade disputes initiated through the WTO DSP between 1995 and 2014, and

conduct an econometric estimation to determine whether the DSP is rules-based (that is,

litigations are open to all countries and settlements are based only on rules) or

power�based (that is, litigations are not open to all countries and settlements are based

not only on rules but also on economic power).

What could be the reasons for a power�based DSP?

First, litigations are costly. Guzman and Simmons (2002) stressed the importance of the

real �nancial cost implied by the wages of diplomats and lawyers participating in DSP

activities. Besson and Mehdi (2004) mentioned that in the Japan�Photographic Film

1�The products of the territory of any contracting party imported into the territory of any other

contracting party shall be accorded treatment no less favourable than that accorded to like products of

national origin in respect of all laws, regulations and requirements a�ecting their internal sale, o�ering for

sale, purchase, transportation, distribution or use.�
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case, lawyers claimed remuneration for US$10 million in services. Despite progressive

reforms for greater inclusion of developing countries in the formal DSP, the possibility for

both litigants to appeal a panel report could increase the duration of disputes and thus

their costs (Reinhardt 2000; Busch and Reinhardt 2002; Petersmann 1997), an

augmentation that could penalize poor countries. Hoekman and Mavroidis (2000)

pointed out the cost of access to the information needed for the litigation. Horn,

Mavroidis and Nordström (1999) reported that legal proceedings can last up to three

years. Michalopoulos (1999) explained that a certain level of institutional development is

needed for full participation in litigation under the DSP. Besson and Mehdi (2004)

likewise mentioned that the US Trade Representative employs more than 30 lawyers

specialized in international trade disputes and adds other lawyers specialized in speci�c

areas for speci�c disputes.

Second, no institutional arrangement so far has addressed the issue of the DSP's power to

enforce its rulings. Each WTO member ultimately keeps its sovereignty in terms of

applied trade policy, and the multilateral institution cannot oblige one of its members to

adopt a DSP ruling. If a respondent does not put its legislation in conformity with the

DSP ruling, the complainant may be authorized to implement retaliatory measures.

Some authors (Busch and Reinhardt 2000, 2002) have emphasized that in fact, the

system relies on the ability of the complainant to implement retaliatory measures. A lack

of retaliatory capacity may prevent a country from complaining. That a large country

often wins against a small country in a trade war is well accepted in the economic

literature (Johnson 1953; Conybeare 1987). Consequently, it could be easier for large

countries to complain, because the threat of signi�cant retaliation is an e�cient way to

push respondents to follow rulings whereas for small countries, the procedure is costly

and may not result in any change in partners' policies.

A third concern for developing countries may arise from either trade preferences or

�nancial or development-related aid given to them by rich countries. In either case the

threat of expected retaliation may prevent poor countries from complaining about the

trade policy of a preference-giving or aid-giving country (Besson and Mehdi 2004).
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However, some may argue that describing the WTO DSP as a power-based procedure is

�awed. The emergence of a trade litigation procedure, implemented with the birth of the

WTO, corresponds to a long-term desire for structural reform, �the central pillar of the

multilateral trading system� which �is also an important guarantee of fair trade for less

powerful countries� according to Renato Ruggiero, the WTO's �rst director general

(quoted by Horn, Mavroidis and Nordström 1999). More speci�cally, concerning the cost

of these actions, the WTO has proposed to provide legal aid through the Advisory Centre

on WTO Law which gives poor countries legal assistance. Concerning the threat of

retaliation, it may not seem plausible that rich countries today opt for a systematically

unilateral international strategy under which they do not respect multilateral constraints.

The multilateral trading system is a long-term public good that is accepted by most

countries and openly rejected by only a minority of politicians. Pressure on governments

to respect multilateral commitments may also come from nongovernmental organizations

(NGOs) during a period when communication matters.

Are trade litigations open to all countries? A preliminary test looks at the list of

countries participating in the WTO DSP. Figure 1.1 shows the total number of disputes

that each member country �led before the DSP from 1995 to 2014. A signi�cant number

of member countries have been absent altogether from formal trade litigation since the

WTO's birth, including among others, Bolivia, Cambodia, Guyana, Jordan, Lao People's

Democratic Republic, Mongolia, Myanmar, Nepal, Oman, Papua New Guinea, Paraguay,

Saudi Arabia, Suriname, Yemen, and all WTO-member African states.
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Figure 1.1: Number of disputes initiated between WTO members, 1995-2014

Source: World Trade Organisation, 2015.

This simple observation may raise the question of bias in the litigation procedure itself.

However, the predominance of rich countries as either complainants or respondents in

trade dispute cases may simply re�ect the predominance of rich countries in international

trade. According to our count, in 32.0 percent of all cases initiated between 1995 and

2014, either the EU or the United States appeared as either the complainant or the

respondent. During the same period both countries represented around 25 percent of

total world trade (World Bank World Development Indicators, 2016).2 Thus, the

prominent presence of the EU and the United States in WTO trade litigations may

re�ect only their share in world trade; conversely, the absence of certain poor countries

from trade disputes may simply represent their relatively low level of trade.

At this stage, two points are worth noting. First, the value of trade may not be the best

factor to explain the probability of participating in a trade dispute. Instead a better

explanation may be the number of traded products and the number of trading partners.

2Intra-EU trade is excluded.
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Imagine that country A exports the same value of goods to countries B and C, but trade

from A to B consists of only 1 good whereas trade from A to C consists of n goods, with

n being relatively large. There are n potential sources of trade disputes between A and C

whereas there is only 1 between A and B.

Second, if a �xed cost is associated with trade litigation, then WTO members may not

complain about unfair practices that hurt only small export �ows. That is, below a

certain threshold of trade value, it may not be worth complaining.3 Consequently the

fact that the poorest countries are mainly involved with small �ows (exports, imports or

both) may also be an important explanation for their apparent absence from WTO trade

disputes.

Moreover, even if a bias exists in the WTO trade litigation procedure, this bias has to be

quali�ed. Either it applies only to speci�c characteristics of the complainant or of the

respondent, independent of the partner's characteristics (corresponding to the unilateral

power�based model), or it re�ects a bilateral relation based on a di�erence in economic

power, whereby either poor countries' lack of retaliatory capacity or the threat of

retaliation from rich countries, targeting either trade concessions or �nancial aids may

prevent poor countries from complaining about rich countries' trade policies

(corresponding to the bilateral power�based model).

This paper tests whether the WTO DSP is a rules-based or a power-based system, and if

it is a power-based system, whether the bias is unilateral or bilateral. With this objective

in mind, we construct a database of trade disputes litigated under the WTO DSP

between 1995 and 2014, and provide detailed statistics on these disputes. We then test

for the fairness of the procedure.

A preliminary test could have been conducted by a simple regression that would

determine whether the result of a litigation settled by the DSP is biased in favor of rich,

preference-giving, or aid-giving countries. Such a test would be inconclusive, however,

3On the other hand, it may be that, whatever the value of trade �ows at stake is, a country may

complain in order to create a reputation e�ect. This is an interesting direction that we will not follow in

this paper.
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because almost 93 percent of settlements support the complainant's position, regardless

of its gross domestic product (GDP) per capita or its status in terms of preferences and

international aid. Our interpretation is that because the procedure is costly, a country

will complain to the WTO only if the odds of winning are high enough.

Consequently, we do not test for a potential bias in the outcome of WTO DSP litigations.

Instead we regress the probability that each country �les at least one complaint against

another WTO member. If the DSP is rules-based, we expect that the only explanation of

case initiation is the structure of trade between countries i and j involved in the dispute,

that is the number of products exported by i to j. Here a threshold may play a role:

there is no trade dispute under a certain threshold, due to the �xed cost inherent in the

procedure. At the same time the marginal bene�t from complaining is proportional to

the value of the trade �ow at stake. We suppose that this �xed cost is independent of the

complainant's characteristics. If the procedure is power�based with a unilateral bias, we

expect that country-speci�c characteristics, such as country i's legal capacity, explain

dispute initiation. Finally, if the procedure is power�based with a bilateral bias, we

expect that other determinants, related to an economic relation between i and j, may

play a role: retaliatory capacities of i against j, trade preferences conceded by j to i,

�nancial aid given by j to i, and so on.

Some studies have already tried to respond to the question posed in the title of this paper

(see Section 3), but we however improve on their methodology. First, our estimation is

based on a relatively large dataset. In contrast, for instance, the database used by Horn,

Mavroidis and Nordström (1999) covered only four years (1995�1998) of the settlement

procedure, whereas our database covers 20 years. Not only is Horn, Mavroidis and

Nordström's (1999) time coverage limited, but there is suspicion that it is �awed: during

this period (the WTO ruling against the EU on a complaint about bananas �led by the

United States was handed down in 1997�see below), the United States and the EU were

overrepresented in trade disputes because these two trading partners were playing a �tit

for tat� game, with a complaint by the United States about EU trade policy being

followed by a complaint by the EU about US trade policy, and so on. Other studies have
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also conducted tests on limited datasets: Bown (2005) on 1995�2000, Besson and Mehdi

(2004) on a database of only 40 cases.

Second, we estimate not only the probability that country i initiates a WTO dispute

against country j, but also the number of cases brought between i and j. We start with

the former because testing whether country i has initiated at least one dispute against

country j provides much information about potential bias in the trade dispute

participation of developing countries. This test has never been conducted to the best of

our knowledge. To estimate the number of cases between country i and country j, we

adopt the test designed by Horn, Mavroidis and Nordström (1999), improving its

implementation: whereas the results were criticized for being sensitive to the speci�cation

of the authors' predictive model4 we adopt a speci�cation particularly adapted to

databases containing many 0s, a zero-in�ated Poisson (ZIP) model.

Third, as earlier stated, we assume that there is no trade dispute under a certain

threshold; in the empirical part we select di�erent levels for this threshold. We also

improve the measurement of di�erent explanatory variables. For instance, we suppose

that the level of democracy may impact countries' participation in the DSP (see below).

Finally, we conduct various robustness checks: exclusion of certain products (raw energy

and mineral products) and exclusion of the 1995�1999 period (see above).

The rest of this paper proceeds as follows. Section 2 explains the details of the WTO

DSP. Section 3 proceeds to a review of literature. Section 4 describes the construction of

the database and provides various statistics. Section 5 presents the economic model of

participation in the WTO DSP. Section 6 presents the econometric estimation and the

sensitivity analysis. Section 7 presents the economic model of the number of trade

disputes between two countries and the econometric estimation. Section 8 concludes.

4Horn, Mavroidis and Nordström (1999) used a binomial model and assumed that the expected number

of bilateral complaints would be proportional to the number of products exported to the respondent.
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2 The Dispute Settlement Procedure

The aim of this section is to provide an overview of the DSP. In order to be brief, we

include only the main characteristics of this complex process. Previous studies have

already provided a detailed description of the DSP (Sevilla 1998; Bütler and Hauser 2000;

Guzman and Simmons 2002; Besson and Mehdi 2004).

Figure 2.1 represents the whole process in three phases.

Figure 2.1: Dispute settlement procedure

Source: authors.
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• Initial phase:

To initiate the dispute resolution process, a member country must �rst �le a

request for consultation before the WTO. During the consultation stage, litigating

parties negotiate among themselves. If they fail to reach an agreement, the WTO's

director general can intervene upon request of either party. In this scenario, the

dispute settlement (DS) body creates a panel of experts who are then responsible

for mediating the dispute. Subsequently, the selected panelists produce a report

containing their rulings and recommendations for both of the litigating parties as

well as all other WTO members.

Appeal phase:

In most cases, the DS body adopts the panel's report.5 Either party, or both

together, have the right to appeal the panel's report to the DS body. The appellate

body, responsible for considering the appeal(s), either upholds, reverses, or modi�es

the �ndings of the panel's report.

Resolution phase:

Once the panel's report or the appellate body's report is adopted, di�erent

situations can emerge. If the �nal report favors the respondent, no further action is

required. If the �nal report favors the complainant, the DS body requires the

respondent to bring its measure(s) into conformity with WTO law. If it does not,

the complainant can ask the DS body for authorization to retaliate against the

respondent. It is important to note, however, that at any stage of the process the

parties can reach a mutually acceptable solution.

5To the authors' knowledge, there has never been a litigation case in the history of the WTO in which

the DS body has rejected the �nal panel report. For this to happen, all member states involved must reach

a consensus to reject the panel's recommendations, which seems unlikely because both the respondent and

the complainant are involved.
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3 Review of Literature

The literature on the WTO DSP is abundant, bringing together di�erent disciplines, such

as law, political science, and economics. Although from various �elds, authors agree on

the main issues concerning the DSP, including its utility in an evolving environment (with

the increasing number of regional trade agreements and preferential trade agreements), its

lack of enforcement power, and its potential sources of bias against developing countries.

This last issue, which is of particular interest for us, has been empirically examined from

three main perspectives. A �rst approach focuses on potential bias in the e�ective

outcome of disputes in terms of trade liberalization: developed countries may not

implement DS body's recommendations when facing complaints from developing

countries. A second approach focuses on bias in the rulings provided by the mandated

panels of experts. A third approach argues in favor of a global bias in the DSP, resulting

in lower participation by developing countries. Although our study focuses on countries'

participation in the DSP (the third approach), this section also brie�y discusses the

literature on the �rst two perspectives.

3.1 The E�ective Application of WTO Rulings

The main criticism that has emerged against the DSP emphasizes its lack of enforcement

power. Once the panel or appellate body report is adopted, the role of the DS body is

extremely limited. It cannot impose sanctions on respondents, but instead must rely on

complainants to implement retaliatory measures. The DS body can only grant

complainants with the authorization to retaliate against o�enders. As a result, rulings

may have only a �modest direct in�uence� on the outcome of disputes (Busch and

Reinhardt 2000, 159).

Supporting this idea, several studies have demonstrated that respondents are more prone

to implement the DSP's recommendations if they fear retaliation from complainants

(Bown 2004a; Bown 2004b; Bown and Reynolds 2015). Moreover, other analyses have

shown that the loss of reputation emerging from noncompliance with the DSP's
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recommendations is not high enough to restrain respondents from keeping illicit policies

in place (Busch and Reinhardt 2000; Bown 2004). Busch and Reinhardt (2003) have

observed that as a result, complainants' income per capita is a major determinant of the

outcome of disputes (Busch and Reinhardt 2000).

These studies, although they discuss historical patterns of trade disputes and provide

some empirical evidence of bias against developing countries, rely on small samples of the

disputes occurring within the WTO. For example, Reinhardt (2000) provided large-scale

statistical analysis of trade disputes from 1948 to 1999, but only �ve years of the study's

data were from after the inception of the WTO. In contrast, our investigation relies on

new data, collected from the inception of the WTO to 2014, providing a 20-year time

span. Working with WTO data, and not GATT data, is important because as we

discussed in the introduction, the new DSP is supposed to be a major achievement of the

WTO.

We also notice that bias in the e�ective outcome of disputes at the WTO may lead to

bias in countries' participation in the procedure. If developing countries do not trust

developed respondents to follow the recommendations of the DS body, they may not �nd

costly trade litigations worthwhile and consequently, may not initiate disputes.

3.2 A Bias in the WTO Rulings

Are rulings provided by the WTO's panel of experts biased against developing countries?

To our knowledge, only one study, by Besson and Mehdi (2004) addresses this speci�c

topic. In their investigation, these authors tested whether a credible threat of trade

retaliation, legal capacity asymmetries among dispute participants, the threat of

economic retaliation and asymmetric political power in�uence DSP rulings.

Besson and Mehdi (2004) found that although the threat of retaliation appears

insigni�cant, countries' legal capacity plays a major role in the outcome of panel reports.

In particular, the DSP seems to discriminate against developing countries because of their

lack of legal representatives. Moreover, settling a dispute can be a long process (from a
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few years to decades), and some developing countries may lack �nancial resources to face

litigation costs. Hence, asymmetries in legal capacity, in terms of both human capital and

�nancial wealth, restrict developing countries from winning cases equitably. Furthermore,

complainants relying on developed countries for bilateral assistance see their chances of

winning disputes diminish. Consequently, Besson and Mehdi (2004) concluded that WTO

rulings are in�uenced by economic, political, and military dependence between countries.

Results from Besson and Mehdi (2004) should be used with caution because no other

analysis either con�rms or refutes its validity. Furthermore, one issue that arises with

testing the fairness of rulings is the extremely high number of observations for which

rulings favor plainti�s6 and the limited size of sample used in this study (40

observations). Finally, even if the link between legal capacity and political power on one

side and the outcome of a WTO ruling on the other side is clear, it is not clear why the

threat of economic or �nancial retaliation would determine the outcome of a ruling:

rather it would seem more likely to a�ect participation in the procedure and the e�ective

application of the ruling.7

Again we notice that bias in WTO rulings may lead to bias in countries' participation in

the procedure. If developing countries do not believe in the fairness of the procedure,

they may not �nd trade litigations worthwhile and consequently may hesitate to initiate

disputes at the WTO.

3.3 The Participation in the WTO DSP

Is the participation of WTO members in the DSP biased? Studies by Reinhardt (2000)

and by Bown and Hoekman (2005) have demonstrated that high transaction costs remain

a barrier dissuading developing countries from entering WTO litigation.8 Bown and

Hoekman (2005) included a unique discussion of the role of di�erent actors (among which

6In 93 percent of cases that have been ruled, the panel of expert has favored the complainant.
7Let us also mention that results from this study question the impartiality of an international

organization such as WTO and therefore, should be used with caution.
8This phenomenon is mostly due to the complexity and the duration of disputes.
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are NGOs, law schools, development organizations, and the private sector) in helping

developing countries at di�erent stages of the WTO litigation process. However, their

study was very speci�c as it focuses on costs associated with WTO litigation and did not

o�er any empirical test.

According to Bown (2005), developed countries are able to use trade retaliation threat, or

other forms of intimidation9 against developing countries to restrain the latter from

participating in the DSP. Although this analysis is based on a short time period (5 years)

and does not include variables such as the export diversity of complainants, it provides

interesting empirical results on the determinants of nonparticipation.

Reinhardt (2000) went further in exploring the determinants of participation by testing

additional variables. The political regime of a country for instance explains to some

extent its willingness to initiate disputes. Countries with greater levels of democracy are

more involved in trade litigation, whether as complainants or respondents. One of the

main explanations resides in the political pressure that producers in the private sector are

able to exercise on politicians in such countries, leading the latter to favor producers. As

a result, �democracy disproportionately favors business� (Reinhardt 2000, 10). As

previously mentioned, this study is based on many cases initiated under GATT, whereas

our analysis studies cases initiated under the WTO.

Davis (2008) broadened the debate by investigating the same issue from a political

science approach, focusing on the in�uence of the political environment on dispute

initiation within the WTO.

Another determinant of bias in the DSP is the relationship between the public and the

private sectors (Bown and Hoekman 2005). This relationship is primordial because

governments have control over the cases to be selected for WTO adjudication.

Our analysis brings together previous investigations and o�ers a comprehensive

perspective on potential determinants of WTO members' participation in the DSP. It

provides both a statistical analysis of WTO cases initiated from 1995 to 2014 and an

9Based on the reliance of poor countries on bilateral aid and preferential trade arrangements.
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empirical analysis of potential determinants of participation. Moreover, it o�ers a

theoretical background on dispute initiation, based on the study by Horn, Mavroidis and

Nordström (1999).

Horn, Mavroidis and Nordström (1999) developed a simple model that predicts the

number of complaints each country should �le based on its export diversity. According to

these authors, countries with a larger number of traded products and trading partners

should face a greater number of WTO-inconsistent policies and therefore should �le a

greater number of complaints. Thus, trade diversity appears to be one of the main

determinants of dispute initiation (Horn, Mavroidis and Nordström 1999; Holmes and

Rollo 2003). However, the results obtained by Horn, Mavroidis and Nordström (1999)

may be sensitive to the speci�cation of their predictive model, and their empirical

analysis is limited to cases �led from 1995 to 1998. We intend to improve upon both of

these aspects by using di�erent model speci�cations as well as a larger dataset.

4 A Few Statistics

We construct our database from the WTO website, which provides an updated list of all

disputes initiated since 1995 (WTO 2015).

We have observations from 1995 to 2014. We follow Horn, Mavroidis and Nordström

(1999) and Busch and Reinhardt (2002, 2003) by dividing disputes involving more than

one plainti� into as many bilateral cases as there are complainants. Indeed, this process

increases precision in the measurement of certain explanatory variables such as capacity

for trade and �nancial retaliation.

We suppressed three types of cases from our database: �rst, cases that were not speci�c

to a Harmonized System six-digit (HS6) product classi�cation (because our analysis

requires that a case be speci�c to one or several products); second, cases that

corresponded to a renewal (in order not to replicate another case); and third, cases whose

topic was an export restriction (because we expect this type of complaint to require a
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speci�c analysis).10

We count 345 initiated trade disputes, of which 218 had been settled by December 31,

2014. Each trade dispute may be allocated to either the year of initiation or the year of

settlement. Figure 4.1 represents the number of initiated cases by start date and of

settled trade disputes by settlement date.

Figure 4.1: Number of Initiated and Settled Cases per year,1995�2014

Source: Authors.

On average, from 1995 to 2014, an average of 17.2 cases have been initiated each year and

10.2 settled, with more dispersion among those initiated: the number of initiated cases

may vary with macroeconomic forces, business cycles, the number of WTO members, and

other factors, whereas the number of settled cases depends mainly on WTO resources.

The number of initiated cases per year from 1995 to 2002 is on average higher than from

2003 to 2014. Two reasons may explain this phenomenon. First many trade disputes not

settled under GATT were reinitiated to the Dispute Settlement Unit in 1995, 1996, and

10We suppressed a total of 155 cases, among which 128 were not speci�c to an HS6 line (these include

cases related to services, tax measures, copyrights, and so on), 23 were renewals, and 4 cases were related

to export restrictions.
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1997. Second, after the �banana wars� under which Guatemala, Honduras, Mexico, and

the United States complained about the European regime for the importation, sale and

distribution of bananas, many trade disputes involving the United States and the

European Union occurred in apparent rounds of retaliation and counterretaliation. In

2003 and after 2005, this number was signi�cantly reduced (see Figure 4.2).

Figure 4.2: Number of European Union�United States Disputes per year, 1995�2014

Source: Authors.

Our analysis of updated WTO trade dispute data reveals some important trends from

1995 to 2014. Table 4.1 indicates the percentage of total complaints �led by the income

level of the complainant. Countries are classi�ed according to World Bank revenue

categories: high-income countries, upper-middle-income countries, lower-middle-income

countries, and low-income countries (see Appendix).11 The last column indicates the

share of each group of countries in total exports of merchandise by all WTO members

over the 1995�2014 period (exports are the correct benchmark because the table displays

disputes by the complainant).

On the one hand, low-income countries have never initiated a dispute, but they only

represent 0.2 percent of total WTO exports. On the other hand, among the countries

observed, high-income countries have �led the greatest number of complaints (63.5

percent). Despite a notable decrease in this number (by approximately 20 percent from

11For the design of this table we used the 2014 income classi�cation.
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the �rst period under study to the last one), there still is a considerable gap compared

with all other countries (see columns 2 and 5 of Table 4.1). In a sense, however, the share

of high-income countries in the total number of disputes might be considered low because

this group of countries represents 79.2 percent of total WTO exports.

Table 4.1: Percentage of total complaints �led, by income level of complainant, 1995�2014

1995� 2000� 2005� 2010� 1995� Share in

1999 2004 2009 2014 2014 WTO exports

HI 70.3% 61.4% 64.8% 51.6% 63.5% 79.2%
UMI 17.2% 24.8% 25.9% 17.7% 20.9% 16.2%
LMI 12.5% 13.9% 9.3% 30.6% 15.7% 4.4%
LI 0.00% 0.00% 0.00% 0.00% 0.00% 0.2%

Source: Authors' calculations using data from United Nations (2015).
Note: The share in WTO exports is here de�ned as the share of a group of
countries in total exports (merchandises) by all WTO members over the 1995�2014
period. HI = high-income countries; LI = low-income countries; LMI = lower-
middle-income countries; UMI = upper-middle-income countries; WTO = World
Trade Organization.

Table 4.2 focuses only on the United States and the European Union,12 further showing

that both countries together have �led the largest number of complaints in the entire

period under study (32 percent), con�rming that these two traders have been the main

drivers of the high participation of high-income countries in the DS system. Comparing

these shares with the share of each country in WTO members' total exports, we conclude

that both countries are signi�cantly overrepresented as DSP complainants.

Table 4.2: Percentage of complaints �led by the United States and the European Union
by time period, 1995�2014

1995� 2000� 2005� 2010� 1995� Share in

1999 2004 2009 2014 2014 WTO exports

EU 17.2% 11.9% 14.8% 14.5% 14.6% 11.7%
US 21.1% 12.9% 14.8% 14.5% 17.4% 9.5%
Total 38.3% 24.8% 29.6% 29.0% 32.0% 21.2%

Source: Authors' calculations using data from United Nations (2015).
Note: The share in WTO exports is here de�ned as the share of a group of countries
in total exports (merchandises) by all WTO members over the 1995�2014 period.

12This includes the European Community before 2010.
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Table 4.3 indicates the percentage of total WTO complaints �led, by the income level of

the respondent. The last column indicates the share of each group of countries in total

imports of merchandise by all WTO members over the 1995�2014 period. Because the

table 4.3 presents disputes by respondent, imports are the correct benchmark. Notice

that low-income countries have never been the respondent of any trade dispute initiated

before the WTO. There may be di�erent explanations for this fact, either complementary

or substitutive. First, low-income countries are not destination markets su�ciently large

to cover the �xed cost associated with a WTO complaint. Second, there could exist a

kind of positive discrimination under which WTO members commit themselves not to

complaint about low-income countries' trade policy. Third, the numbers of products and

of origin trading partners de�ning the structure of low-income countries' imports are

relatively low, and these countries' share in total WTO imports is only 0.3 percent.

Table 4.3: Percentage of total complaints �led, by income level of respondent, 1995�2014

1995� 2000� 2005� 2010� 1995� Share in

1999 2004 2009 2014 2014 WTO imports

HI 80.5% 73.3% 66.7% 51.6% 71.0% 79.4%
UMI 13.3% 19.8% 24.1% 29% 19.7% 15.1%
LMI 6.3% 6.9% 9.3% 19.4% 5.2% 5.2%
LI 0.0% 0.0% 0.0% 0.0% 0.0% 0.3%

Source: Authors' calculations using data from United Nations (2015).
Note: The share in WTO exports is here de�ned as the share of a group of countries
in total exports (merchandises) by all WTO members over the 1995�2014 period.
HI = high-income countries; LI = low-income countries; LMI = lower-middle-income
countries; UMI = upper-middle-income countries; WTO=World Trade Organization.

Table 4.4 indicates the percentage of total complaints �led, by the income levels of both

complainant and respondent, over the period 1995�2014, showing that almost 80 percent

of trade disputes involved high-income and upper-middle-income countries (the

upper-middle-income country group includes in particular Brazil, China, Mexico, South

Africa and Turkey). More precisely, in 84.4 percent of all cases, the complainant is either

a high-income or an upper-middle-income country while in 90.7 percent of all cases, the

respondent belongs to one of these two groups. However, over the whole period, these
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two groups realized 95 percent of WTO members' trade. In a sense, then, high-income

and upper-middle-income countries may be considered as underparticipating in the DSP

whereas lower-middle-income countries may be considered as overparticipating because

with only 4.8 percent as a share in total WTO trade, they participate in 15.7 percent of

all disputes as a complainant and 9.3 percent as a respondent.

Table 4.4: Percentage of total complaints �led, by income level of participants, 1995�2014

Respondent
Complainant HI UMI LMI LI Total Share in

WTO trade

HI 45.8% 11.0% 6.7% 0.0% 63.5% 79.3%
UMI 15.7% 4.1% 1.2% 0.0% 20.9% 15.7%
LMI 9.6% 4.6% 1.4% 0.0% 15.7% 4.8%
LI 0.0% 0.0% 0.0% 0.0% 0.0% 0.2%

Total 71.0% 19.7% 9.3% 0.0% 100.0% 100.0%
Share in WTO trade 79.3% 15.7% 4.8% 0.2% 100.0 % n.a.

Source: Authors' calculations using data from United Nations (2015).
Note: The share in WTO exports is here de�ned as the share of a group of countries in total exports
(merchandises) by all WTO members over the 1995�2014 period. HI = high-income countries;
LI = low-income countries; LMI = lower-middle-income countries; UMI = upper-middle-income
countries; WTO = World Trade Organization; n.a. = not applicable.

Turning our attention to the objects of disputes, we �nd that these are principally

con�icts of interest regarding GATT principles (cited 268 times in the 345 cases studied).

More speci�cally, Articles I and III of GATT, respectively referring to the general

most-favoured-nation treatment and to the national treatment on internal taxation and

regulation, were the most employed objects of trade disputes. In addition to these

agreements, many disputes emerged due to antidumping duties. Article IV of GATT,

regarding antidumping and countervailing duties, appeared as a con�ict in 83 cases.

Antidumping duties and countervailing measures were two objects of dispute involving

mainly upper-middle-income and lower-middle-income countries as complainants,

whereas high-income countries mainly focused on GATT principles. Finally, although

GATT principles remained the most cited object of dispute over the entire period under

study, the number of cases involving them decreased over time. This trend could be
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explained by the declining total number of complaints �led over time as well as by the

rising share of disputes that emerged in regard to antidumping regulations, subsidies, and

countervailing measures, notably after 2000.

The subjects of disputes are concentrated, both in terms of agreements cited, as

previously analyzed, and in terms of sectors. The sector most represented in trade

disputes is the textile industry (HS2 codes 50 to 63), speci�cally articles of apparel and

clothing accessories (HS2 codes 61 and 62) (Table 4.5).

Table 4.5: Distribution of trade disputes by HS2 chapters

HS2 chapters Label Number of disputes Percentage of

total complaints

01�05 Animals and animal products 80 23.2%
06�15 Vegetable products 65 18.8%
16�24 Foodstu�s 63 18.3%
25�27 Mineral products 4 1.2%
28�38 Chemical and allied industries 14 4.1%
39�40 Plastics and rubbers 9 2.6%
41�43 Raw hides, skins, leathers, and furs 8 2.3%
44�49 Wood and wood products 15 4.3%
50�63 Textiles 124 35.9%
64�67 Footwear and headgear 7 2.0%
68�71 Stone and glass 2 0.6%
72�83 Metals 53 15.4%
84-85 Machinery and electrical 30 8.7%
86�89 Transportation 44 12.8%
90�97 Miscellaneous 7 2.0%
98�99 Services 0 0.0%

Source: Authors' calculations.

This sector encompasses 35.9 percent of all WTO trade litigation. Animals and animal

products appears as the second-most-represented sector, with 23.2 percent of all disputes.

Many complaints also referred to other food products (HS2 codes 06 to 24). Finally, the

transportation industry (HS2 codes 86 to 89) represents 12.8 percent of all initiated

cases. Sectors such as stone and glass (HS2 codes 68 to 71) or mineral products (HS2

codes 25 to 27) are rarely the subject of a trade dispute13 (Table 4.5).

13Services (HS2 codes 98 and 99) are not included in our analysis.
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Disputes last on average 1,277 days,14 the equivalent of three and a half years (see Table

4.6). However, we observe dispersion in the duration of disputes depending on the level of

income of both participants, especially the per capita income of the respondent: when the

respondent is a high-income country, the duration of the dispute is 1,436 days, yet it is

only 827 days when the respondent is a lower-middle-income country. A potential simple

explanation is that litigation takes more time when the respondent has more legal

capacity.

Table 4.6: Duration of disputes, in days, by income levels of participants

Respondent
Complainant HI UMI LMI LI Total

HI 1,205 1,010 854 n.a. 1,135
UMI 1,783 380 898 n.a. 1,566
LMI 1,952 878 577 n.a. 1,463
LI n.a. n.a. n.a. n.a. n.a.

Total 1,436 888 827 n.a. 1,277

Source: Authors' calculations.
Note: HI = high-income countries; LI = low-income countries;
LMI = lower-middle-income countries; UMI = upper-middle-
income countries; n.a. = not applicable.

5 Economic Model

The goal of this paper is to �nd the determinants of countries' participation in the DSP.

Let us suppose that we have a perfect knowledge of the distribution of disputable trade

measures (DTMs), de�ned by Horn, Mavroidis and Nordström as �trade or trade-related

measures that potentially violate a provision of the WTO agreement� (1999, 4). If we

had access to data on all DTMs, we could compare the distribution of DTMs with the

distribution of the actual number of complaints and draw conclusions about the fairness

of the DSP. However, since these data are not available, we have to rely on di�erent

methodologies.

14We calculate the average duration of disputes based on the 218 settled cases.
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Let yij be a dummy variable equal to 1 if country i �led at least one complaint against

country j between 1995 and 2014, 0 if not. We denote P (yij = 1|x) as the response

probability, conditional on the value of a set of explanatory variables, x. We propose

three models of this response probability: (1) the rules-based model; (2) the unilateral

power�based model; (3) the bilateral power�based model.

Di�erent econometric models are available to estimate this response probability. The

linear probability, in particular, is simple to interpret but has a major drawback: for

certain values of independent variables, the prediction for response probability can be

either negative or greater than 1. For that reason, instead of the linear model, we use the

probit and logit models. The remainder of the paper discusses results for the probit

model, based on a normal density function. Results for the logit model, based on a

logistic function, are not presented here and may be requested from the authors; they

con�rm the results from the probit model.

5.1 The Rules-Based Model

According to the rules-based model, there is no bias in the DSP and the probability that

country i initiates a complaint against country j depends only on nij, the response

probability is

P (yij = 1|x) = G(β0 + β1nij), (1)

where G is the standard normal cumulative distribution function (logistic cumulative

distribution function in the case of the logit model).

5.2 The Unilateral Power�Based Model

According to the unilateral power�based model, a potential bias may arise from the

characteristics of country i, independent of country j's characteristics, or of country j's
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characteristics, independent of country i's characteristics. In this model, the response

probability is

P (yij = 1|x) = G(β0 + β1nij + β2x2i + ...+ βkxki + β
′

2x2j + ...+ β
′

kxkj), (2)

where G is the standard normal cumulative distribution function (logistic cumulative

distribution function in the case of the logit model). (x2i, ..., xki) is a vector of variables

related to country i, (x2j, ..., xkj) to country j.

Let us remark that in this model we keep the number of products exported by i to j as

an explanatory variable. This model is not a substitute for the rules-based model, but a

complement: the probability of initiating a dispute is determined not only by the number

of products exported between two countries but also by structural characteristics of each

country, independent of the other country's characteristics.

The �rst characteristic that may a�ect the probability that i initiates a dispute, is having

exports of small values due to being either a small country, a poor country, or both. Let

us realistically suppose that the marginal bene�t from initiating a dispute is proportional

to the value of the trade �ow. The bias in this case comes from the existence of a �xed

cost attached to the complaint procedure, a cost related to collecting economic

information, funding an o�cial representative of the government in Geneva to initiate the

procedure, payment to lawyers, and so on. Using this model we conclude that no

complaint will be initiated when a DTM is implemented on a �ow of small value. The

existence of a �xed cost creates a bias in the procedure to the detriment of small and

poor countries, whose exports are of small value.

The second characteristic that may a�ect this probability is the legal capacity of the

potential complainant country. Testing for the importance of this capacity seems

necessary to explain the absence of low-income and some lower-middle-income countries

from the DSP. We expect this variable to have a positive impact on the number of

initiated disputes: complainants with greater legal capacity should easily detect
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WTO-inconsistent policies and may have better chances of winning disputes. As a result,

they would be expected to get involved in more trade litigations than countries with

lower legal capacity.

The third characteristic is the level of democracy in country i. Democratic governments

may be more e�cient at defending their economic interests. In a democracy, voices of

economic groups can be more easily heard and taken into consideration. We hence expect

countries with greater levels of democracy to initiate more disputes before the DSP.

The fourth characteristic is the level of democracy in country j, the respondent. The

interpretation of this variable is ambiguous. On the one hand, authoritarian regimes may

not follow WTO rules as much as democratic countries. Consequently, they may

implement DTMs more often than democratic governments and therefore be the target of

more complaints, making the probability of i initiating a complaint against j higher if j is

not democratic.

On the other hand, countries with authoritarian regimes may not follow WTO rulings:

country i, whose exports toward country j, with an authoritarian regime, are the object

of a DTM, may anticipate a relatively high probability that country j will not follow

WTO rulings on litigation. The probability of i's initiating a complaint against j would

thus be lower if j is not democratic. Conversely, countries with democratic regimes may

be more transparent about trade measures in general and DTMs in particular. Country i,

whose exports are concentrated toward country j, with a democratic regime, may then be

more likely to detect a DTM.

5.3 The Bilateral Power�Based Model

According to the bilateral power�based model, potential bias may arise from the

characteristics of the economic relationship between country i and country j. In this

model the response probability is
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P (yij = 1|x) = G(β0 + β1nij + β2x2i + ...+ βkxki + β
′

2x2j + ...+ β
′

kxkj + β”
2x2ij + ...+ β”

kxkij),

(3)

where G is the standard normal cumulative distribution function (logistic cumulative

distribution function in the case of the logit model). (x2ij, ..., xkij) is a vector of variables

related to the economic relationship between country i and country j.

Again, this model is not a substitute for the previous one but a complement: this is why

we keep previous explanatory variables. The concept of economic relationship involves

trade and �nancial aspects. In particular we test the in�uence of �ve variables:

- Country i's capacity to retaliate may have a positive in�uence on the number of

�led complaints. A complainant with large retaliatory capacity should have better

chances of a respondent's following of a WTO ruling and thus would be expected to

initiate more disputes.

- Respondents' retaliatory capacity may have a negative in�uence on the number of

complaints �led against them. Respondent j, with large trade retaliatory capacity

toward country i, should have a lower chance of being sued by country i.

- When country i receives �nancial aid or development-related aid from country j, it

is less likely that country i will initiate a complaint against a DTM implemented by

country j on country i's exports, due to the fear of canceled aid. When i receives

more �nancial aid from j, the probability that i will complain about j is reduced.

- When country i has been granted a trade preference by country j, it is less likely

that country i will initiate a complaint against a DTM implemented by country j

on country i's exports due to the fear of withdrawn preferences. This variable may

have additional in�uence because a trade preference may imply more exports from

country i to country j and thus more potential disputes.
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- We also test whether the political distance between countries i and j may play a

negative role in the likelihood of a complaint by country i about country j's trade

policy. We guess that countries are more likely to complain about trade measures

implemented by partners that are close from a political perspective.

6 Empirical Analysis

Three models are presented in this section. For all models, the dependent variable, yij,
15

is a binary variable coded 1 if country i has �led at least one complaint against country j

from 1995 to 2014, and 0 otherwise. We obtain 21,373 bilateral observations from the 153

countries included in the analysis.16 In 0.82 percent of all potential cases, at least one

bilateral dispute was initiated between WTO members during the period under study

(Table 6.1). The data for the dependent variable contain a high number of 0s, but that is

expected because we are considering bilateral cases. Some countries, for instance, have

never initiated disputes, and others have initiated many disputes against the same

respondent. For example, the EU �led 14 complaints against the United States during

the period, and the United States �led 12 complaints against the EU.

Table 6.1: Summary statistics for the estimation variable: rules-based model

Variables N Mean Standard Minimum Maximum
value deviation

yij 21,373 0.0082 0.0904 0 1
nij 21,373 719.09 1,158.24 0 5,009

Source: Authors'calculation based on CEPII (2016)

15Throughout the analysis section, i represents the complainant and j the respondent.
16Seven countries were not included in the analysis due to a lack of data: Botswana, Lesotho,

Liechtenstein, Luxembourg, Montenegro, Namibia, and Swaziland. Furthermore, Kazakhstan and

Seychelles were not included since they became members of the WTO only in 2015. We also suppressed

pairs of countries that do not trade: there is no source of potential disputes.
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6.1 Rules-Based Model

The �rst model, that we propose to call �rules-based�, tests whether the structure of

trade of WTO members is the only determinant of their participation in the DSP.

The independent variable in this baseline model, nij, is calculated as the number of

products exported by each complainant to each respondent from 1995 to 2014. Data for

this variable were collected from the BACI Database for International Trade Analysis

(CEPII 2016). We expect this variable to have a positive impact on the dependent

variable; that is, an increase in the number of exported products should lead to an

increase in the number of complaints �led, inasmuch the probability that an exporter will

encounter a WTO-inconsistent policy increases with the number of exported products.

The second column of Table 6.2 presents results obtained from the rules-based model.

The parameter estimate of the explanatory variable is of the predicted sign and

statistically signi�cant.

Table 6.2: Regression and sensitivity analysis results: rules-based model

Ind. Baseline Excluding Excluding raw energy

var. model 1995�1999 and mineral products

(1) (2) (3)

Int. -3.210*** -3.183*** -3.217***

(0.087) (0.084) (0.088)

nij 0.0004*** 0.0004*** 0.0005***

(0.00003) (0.00004) (0.00004)

Obs. 21,373 21,373 21,373

Pseudo R2 0.2798 0.2773 0.2794

% correctly pre. 85.70 85.84 85.66

Source: Authors'calculation based on CEPII (2016)
Note: In parentheses are robust standard errors adjusted for clusters in i.
***, **, and * denote variables statistically di�erent from 0 at the 1%, 5%,
and 10% levels, respectively.

In the next column, we run the same model excluding the 1995�1999 period, during

which countries, notably the United States and the EU, may have overexploited the DSP

(Figures 4.1 and 4.2). Over this period, approximately 25 complaints were �led each year,

whereas this number falls to 14 for the period from 2000 to 2014. Results obtained from
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speci�cation (2) are similar to those obtained from the baseline model. The coe�cient

associated with the explanatory variable of model (2) remains statistically signi�cant and

positive.

We also want to explore why many countries that export raw energy and mineral

products have never participated in the DSP. These types of products may not be subject

to DTMs because they are commodities necessary for the domestic production process.

To test this hypothesis, we exclude raw energy and mineral products17 from the list of

exported products used to calculate the explanatory variable, nij. Results are displayed in

the fourth column of Table 6.2. The parameter estimate associated with variable nij is

positive, statistically signi�cant, and close to that of speci�cation (1). However, the

pseudo R2 statistic of speci�cation (1) is slightly higher than that of speci�cations (2)

and (3).

Let us add that in each speci�cation more than 85 percent of responses are correctly

predicted18.

6.2 Unilateral Power�Based Model

The model presented in this section tends to deepen the analysis previously made. We

test for diverse country-speci�c characteristics that may be sources of bias in the DSP.

Descriptive statistics of independent variables included in this model are summarized in

Table 6.3.

17We exclude all products classi�ed under the following HS2 codes 25 to 27.
18We �rst calculated the percentage correctly predicted de�ning a binary predictor to be 1 if the

predicted probability is at least 0.5, and 0 otherwise. We obtained a percentage correctly predicted of

99.18 percent for all speci�cations. Since the data on the dependent variable include a large number of

zeros, the percentage correctly predicted based on a threshold value of 0.5 may be misleading. We followed

the approach of Wooldridge (2006) and calculated the percentage correctly predicted using the fraction

of success (0.82 percent) in the sample as the threshold. The percentages correctly predicted reported

throughout this analysis are based on this latter approach. We also calculated the associated c-statistic

and performed a Hosmer-Lemeshow goodness-of-�t test. The results supported our model.
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Table 6.3: Summary statistics for the estimation variables: Unilateral power�based model

Variables N Mean value Standard deviation Minimum Maximum
Dependent variable

yij 21,373 0.0082 0.0904 0 1
Explanatory variables

nij1 21,373 126.69 391.29 0.00 4,461.00
nij2 21,373 87.42 302.26 0.00 4,126.00
nij3 21,373 17.80 92.92 0.00 2,279.00
nij4 21,373 12.60 70.89 0.00 1,961.00

LEGALi 115 35.08 11.67 0.00 66.67
POLITYi 135 4.64 5.70 -10 10
POLITYj 135 4.64 5.70 -10 10

Source: Authors' calculation.

First, we have previously observed that countries' participation in the DSP depends on

the number of products they export to one another. Hence we wonder whether the value

of exports also has an impact on countries' propensity to bring a case before the WTO. If

there is a �xed cost associated with litigation, countries involved in small export �ows

may not �nd the perceived bene�ts of trade litigation worth complaining. As a result, we

wonder whether a threshold exists on the value of exports less than which it would not be

worth complaining.

To take this eventuality into consideration, we calculate the number of exported products

for each WTO member, applying di�erent thresholds on the value of exports. We follow

Horn, Mavroidis and Nordström (1999) in the de�nition of variables nij2 and nij3 in order

to obtain comparable results. We include in the calculation of nij2 and nij3 only values of

exports exceeding US$1 million and US$10 million, respectively. We also create two

additional variables, nij1 and nij4, with new levels of the threshold: US$500,000 and

US$15 millions, respectively.19

As expected, the mean number of exported products follows an inverse relation with the

threshold value: the higher the value of the threshold, the lower the number of exported

19We also analyzed thresholds of US$50 millions and US$100 millions, but this analysis does not bring

new evidence. To lighten the presentation, we omit these results.
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products (Table 6.3). We expect all these variables to have a positive impact on the

number of bilateral complaints �led per country. Furthermore, we are interested in the

quality of each speci�cation. If one of these speci�cations better �ts the data, then the

assumption that there may be a �xed cost associated with litigation restraining poor

countries from complaining is not rejected.

Second, we attempt to measure complainants' legal capacity (LEGALi). To do so, we

collect data for each potential complainant on its percentage of graduates from tertiary

education in social science, business, and law programs (UNESCO 2016). This number is

then averaged over the period under study. The percentage of students graduating from

tertiary education with a degree in social science, business, or law varies from 0.00 to

66.67 percent among WTO members. As mentioned, trade litigation requires important

legal resources that developing countries may lack.

Finally, the political regime of WTO members could have an impact on their

participation in the DSP. To verify this hypothesis, we collect the polity score of each

potential complainant and average it over the period under study (POLITYi). Polity

scores capture the degree of authority of a regime, ranging from -10 (�hereditary

monarchy�) to +10 (�consolidated democracy�) (Polity IV 2016). On average, WTO

members obtained a polity score of 4.64, and both extreme regimes are represented. For

example, Saudi Arabia has a polity score of -10, whereas Australia reached a score of +10.

We also take into account the political regime of respondents, POLITYj, calculated as

the polity score of each respondent. As stated earlier the potential in�uence of this

variable is a priori ambiguous.

Columns 2 to 5 of Table 6.4 present the results of regressions using only the diversity of

exports, nij, as an explanatory variable for each threshold level (speci�cations 1 to 4).

The parameter estimate of the explanatory variable is of the predicted sign and

statistically signi�cant for all speci�cations. If a country increases the number of

products it exports to its partner, it should initiate more disputes before the DSP against

this speci�c partner.
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Table 6.4: Regression results: Unilateral power�based model

Ind. Threshold Threshold Threshold Threshold Add Add Add Logit
Var. US$500.00 US$1M million US$10 million US$15 million LEGALi POLITYi POLITYj

(1) (2) (3) (4) (5) (6) (7) (8)
Int. -2.713*** -2.668*** -2.559*** -2.547*** -3.096*** -3.482*** -3.771*** -8.490***

(0.055) (0.054) (0.054) (0.054) (0.222) (0.324) (0.328) (0.957)
nij 0.0007*** 0.0009*** 0.0022*** 0.0028*** 0.0008*** 0.0007*** 0.0006*** 0.0013***

(0.00008) (0.0001) (0.0004) (0.0005) (0.00007) (0.00007) (0.00008) (0.0002)
LEGALi No No No No 0.0115** 0.0157** 0.0158** 0.046**

(0.006) (0.007) (0.008) (0.0207)
POLITYi No No No No No 0.0378*** 0.0402*** 0.126***

(0.012) (0.012) (0.037)
POLITYj No No No No No No 0.0483*** 0.112***

(0.0103) (0.0307)
Obs. 21,373 21,373 21,373 21,373 16,382 14,944 13,352 13,352

Pseudo R2 0.2307 0.2170 0.1681 0.1608 0.2338 0.2344 0.2446 0.2297
%correctly pre. 92.5 93.2 95.3 95.6 88.49 81.62 73.62 69.63

Source: Authors' calculation
In parentheses are robust standard errors adjusted for clusters in i. ***, **, and * denote variables statistically di�erent
from 0 at the 1%, 5%, and 10% levels, respectively.

The pseudo R2 statistic decreases with the value of the threshold. Two factors could

explain this trend. First, the �xed cost associated with litigation may be low enough to

avoid restraining countries involved in small export �ows from complaining. Second, the

quality of the model may be reduced due to loss of information as the threshold value

increases. The best speci�cation, based on the pseudo R2 statistic, would be speci�cation

1 of the unilateral power�based model, with a threshold of US$500.00 on trade �ows.

Speci�cation (5) includes the baseline trade diversity variable, nij with a US$500.00

threshold (because it appears to be the best variable), and adds the legal capacity

variable (LEGALi) previously described. The parameter estimate for LEGALi is

statistically signi�cant at the 5 percent level and of the predicted sign. Countries with

greater legal capacity initiate signi�cantly more disputes before the WTO.

Third, speci�cation (6) is based on speci�cation (5) and adds the variable representing

the political regime of the complainant, POLITYi. The results are unchanged for nij and

LEGALi. The parameter estimate of the complainant's political regime variable is

signi�cantly positive: regimes that are more democratic initiate signi�cantly more

disputes.

Finally, we add the variable representing the political regime of the respondent,

POLITYj, to speci�cation (6) in order to obtain speci�cation (7). Previous results are all
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con�rmed. Furthermore, the parameter estimate of POLITYj is statistically di�erent

from 0 but positive. Countries with greater levels of democracy are targeted more often

than countries with authoritarian regimes in trade litigations. Our interpretation is that

democratic regimes are more transparent about trade measures and that complainants

may expect democracies to better follow the DSP's recommendations and, as a result,

initiate more disputes against democratic states.

We next run a sensitivity analysis on the POLITYi and POLITYj variables. Instead of

using the polity score of each potential complainant to measure their level of democracy,

we use the Freedom House (FH) Index (Freedom House 2016). The FH index includes a

polity rights score and a civil liberties score. The polity rights indicator consists of three

elements: electoral process, political pluralism and participation, and functioning of the

government. The civil liberties score comprises four elements: freedom of expression and

belief, associational and organizational rights, rule of law, and personal autonomy and

individual rights. We hence create four variables: DEMOC − FH − sumi,

DEMOC − FH − sumj, DEMOC − FH − CLi, and DEMOC − FH − CLj.

DEMOC − FH − sumi is measured as the sum of the polity rights and civil liberties

scores of the complainant, averaged over the period under study. Likewise, we calculate

the level of democracy of the respondent, DEMOC − FH − sumj.

DEMOC − FH − CLi and DEMOC − FH − CLj take into account only the civil

liberties scores (averaged over the period under study) of the complainant and of the

respondent, respectively. Both indicators are measured on a scale from 1 (free) to 7 (not

free). If previous results are con�rmed, we expect a negative coe�cient associated to

variables DEMOC − FH − sumi and DEMOC − FH − CLi since the Freedom House

Index reverses countries' rank. We also expect a negative coe�cient associated with

DEMOC − FH − sumj and DEMOC − FH − CLj. Results from the sensitivity

analysis are presented in Table 6.5.
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Table 6.5: Sensitivity analysis results: Unilateral power�based model

Ind. DEMOC DEMOC

Var. Freedom House (sum) Freedom House (CL)

(8) (9)

Int. -2.821*** -2.834***

(0.286) (0.292)

nij 0.0007*** 0.0007***

(0.00008) (0.00008)

LEGALi 0.0140** 0.0138**

(0.006) (0.006)

DEMOC − FH − sumi -0.0170 No

(0.016)

DEMOC − FH − sumj -0.0472*** No

(0.011)

DEMOC − FH − CLi No -0.0223

(0.037)

DEMOC − FH − CLj No -0.0948***

(0.024)

Obs. 15,871 15,871

Pseudo R2 0.2492 0.2474

% correctly pre. 83.39 84.05

Source: Authors.
In parentheses are robust standard errors adjusted for clusters in i. ***, **, and
* denote variables statistically di�erent from 0 at the 1%, 5%, and 10% levels,
respectively. CL = civil liberties; DEMOC = democracy; FH = Freedom House.

The parameter estimate of the complainant's political regime, based on the FH Index, is

not statistically di�erent from 0, but is negative (which corresponds to the expected sign)

for both speci�cations (8) and (9). The parameter estimate of the respondent's political

regime is statistically signi�cant at the 1 percent level and negative for both

speci�cations (8) and (9). The variables for diversity of exports between i and j and legal

capacity of the complainant have the expected sign and are signi�cantly di�erent from 0

at the 1 percent and 5 percent levels, respectively.

6.3 Bilateral power�based model

The main objective of the bilateral model is to test whether power asymmetries among

WTO members could lead to bias in their participation in the DSP.
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In this model, we attempt to measure the impact of retaliatory capacities of both

complainants and respondents. To this purpose, we create four variables: RETALij,

ODAji, PTAji, and RETALji.

RETALij measures complainants' capacity to retaliate. Let us keep in mind that the

DSP does not have any enforcement power. Instead, in the case of a ruling supporting

the complainant, if the respondent does not put its policy into conformity with WTO

law, the complainant may be authorized to retaliate. The absence of retaliatory capacity

against the respondent may prevent a country from complaining.

Complainants' capacity to retaliate is calculated as the share of respondents' total

exports sent to complainants, averaged over the period under study. Data were collected

from the BACI database (CEPII 2016), and are expressed as percentages. Complainants'

capacity seems on average relatively low, even though we observe dispersion in the data

(Table 6.6). On the one hand, some countries send a quasi-null share of their exports to

others. For example, Nicaragua sends 0.0015 percent of its total exports to Australia. As

a result, if Australia were to initiate a dispute against Nicaragua, Australia's retaliatory

capacity against Nicaragua would be low. On the other side, some countries seem to be

at a great disadvantage. For example, Haiti sends 83.6 percent of its total exports to the

United States. Consequently, Haiti would signi�cantly su�er from retaliatory measures

implemented by the United States.

Table 6.6: Summary statistics for the estimation variables: bilateral power�based model

Variables N Mean value Standard deviation Minimum Maximum
Dependent variable

yij 21,373 0.0082 0.0904 0 1
Explanatory variables

RETALij 20,622 0.009 0.040 0 0.836
ODAji 21,373 0.16 0.37 0 1
PTAji 21,373 0.05 0.218 0 1

RETALji 21,326 0.007 0.032 0 0.836
POLDISij 17,170 6.162 5.227 0 20

Source: Authors.
Note: ODA = o�cial development assistance; PTA = preferential trade agreement.
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We expect this variable to have a positive impact on countries' participation in the DSP.

As previously mentioned, the DSP lacks enforcement power, relying on complainants to

implement retaliatory measures against respondents. As a result, complainants with high

retaliatory capacities can use their power to ensure that respondents will follow the

DSP's recommendations. Hence, we should �nd that they initiate more disputes.

Moreover, developing countries may not initiate disputes for fear of enduring economic

consequences resulting from retaliatory measures potentially implemented by respondents.

Respondents could use di�erent forms of retaliation: suppression or reduction of bilateral

o�cial development aid (ODA), modi�cation of preferential trade arrangements (PTA),

or implementation of protectionist trade policies. The last three variables, ODAji,

PTAji, and RETALji, respectively were constructed to take these e�ects into account.

The �rst of these, ODAji, aid measured either in level or as a binary variable, coded 1 if

respondents provide complainants with ODA and 0 otherwise. ODA includes grants, soft

loans, and the provision of technical assistance. In 16 percent of all cases, respondents

provide ODA to complainants (Table 6.6). In the regressions that follow, we use ODAji

in value. With ODAji as a binary variable we obtain the same results.

The second variable, PTAji, is a binary variable coded 1 if respondents applied PTA

with complainants during the period under study, and 0 otherwise. Data are coming from

the WTO website. In only 5 percent of all potential bilateral con�icts do respondents

apply preferential trade measures with complainants (Table 6.6).

Finally, RETALji also attempts to measure respondents' retaliatory capacity. This

variable is calculated as the averaged share of complainants' total exports sent to

respondents from 1995 to 2014 (CEPII 2016).

We expect all three variables, ODAji, PTAji and RETALji, to have a negative in�uence

on countries' participation in the DSP: potential complainants fearing retaliation from

respondents may prefer not to enter trade litigation.

We also test the in�uence of a �fth variable, the political distance between i and j, called

POLDISij. It is calculated as the absolute value of the di�erence between POLITYi and

POLITYj. With it, we test whether countries are more prone to complain about the
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trade policy implemented by a country closer to their own political point of view.

The bilateral power�based model con�rms previous results regarding the e�ects of

variables nij, LEGALi, POLITYi and POLITYj (second column of Table 6.7).

Columns (1) to (4) add successively the variables RETALij, ODAji, PTAji and

RETALji. Column (5) adds the variable POLDISij, and because it is highly correlated

with variables POLITYi and POLITYj, we remove these variables in this speci�cation.

The hypothesis of a bilateral power�based bias in the DSP is weakly supported by the

results from this last model (Table 6.7). Five �ndings are worth noting.

Table 6.7: Regression and sensitivity analysis results: Bilateral power�based model

Ind. Add Add Add Add Add

Var. RETALij ODAji PTAji RETALji POLDISij

(1) (2) (3) (4) (5)

Int. -3.757*** -3.754*** -3.774*** -3.778*** -2.868***

(0.330) (0.327) (0.331) (0.340) (0.296)

nij 0.0007*** 0.0007*** 0.0007*** 0.0006*** 0.0006***

(0.00009) (0.0001) (0.0001) (0.0001) (0.0001)

LEGALi 0.0159** 0.016** 0.015** 0.014* 0.011

(0.008) (0.007) (0.008) (0.008) (0.007)

POLITYi 0.040*** 0.041*** 0.047*** 0.050*** No

(0.0124) (0.012) (0.014) (0.015)

POLITYj 0.047*** 0.046*** 0.042*** 0.039*** No

(0.010) (0.010) (0.010) (0.009)

RETALij -0.661 -0.621 -0.554 -0.376 -0.349

(0.702) (0.696) (0.688) (0.669) (0.698)

ODAji No 0.001 0.0008 0.0001 0.0002

(0.0008) (0.0008) (0.0007) (0.0007)

PTAji No No 0.516*** 0.510*** 0.525***

(0.128) (0.132) (0.129)

RETALji No No No 1.864*** 1.823***

(0.620) (0.634)

POLDISij No No No No -0.049***

(0.012)

Obs. 13,072 13,072 13,072 13,040 13,040

Pseudo R2 0.2433 0.2444 0.2526 0.2618 0.2556

% correctly pre. 73.21 73.23 75.41 76.77 79.52

Source: Authors' calculation.
In parentheses are robust standard errors adjusted for clusters in i. ***, **, and * denote
variables statistically di�erent from 0 at the 1%, 5%, and 10% levels, respectively.
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• First, the coe�cients of the variables RETALij and ODAji are not signi�cantly

di�erent from 0. We do not reject the hypothesis that the complainant's retaliatory

capacity and the respondent's �nancial retaliatory capacity do not have any

in�uence on the probability that a complainant may complain about a measure

implemented by a respondent.

• Second, the coe�cients of PTAji and RETALji are positive and signi�cantly

di�erent from 0. According to the bilateral�power based model, these coe�cients

were expected to be negative. Our interpretation is that PTA granted by country j

to country i augments exports from i to j and also increases the number of

products exported by i to j. So this variable has a positive impact on nij. Likewise,

RETALji has a positive impact on nij.

• Third, as a consequence of the second �nding, we design an instrument to evaluate

the potential impact of PTAji and RETALji on the probability that i complaints

about j. Our chosen instruments are contiguity and a measure of relative

geographic distance between i and j, that is, the distance between i and j divided

by country i's multilateral distance, which is an average of all distances between i

and its partners, where distances are weighted by GDP. Distances are taken from

CEPII (2016). Results are indicated in Table 6.8. Two methods are utilized, a

two-step estimator and a maximum likelihood estimator. Both methods con�rm the

poor performance of the bilateral�power based model. All bilateral variables are

not signi�cantly di�erent from 0, whereas variables from the unilateral�power based

model and the rules based model are signi�cant and get the expected sign.

• Fourth, the variable POLDISij has a negative and signi�cant impact on the

probability of i's initiating a dispute against j: when the political regime of j is far

from that of i, i is less likely to complain about j.

• Fifth, it is important to insist on the stability of the coe�cients of variables related

to the rules-based model and the unilateral power�based model, as it appears when
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comparing Tables 6.7 and 6.8.

Table 6.8: Regression and sensitivity analysis results: bilateral power�based model

Ind. Two-step Maximum

var. estimator likelihood

estimator

(1) (2)

Int. -3.803*** -3.763***

(0.241) (0.257)

nij 0.0006*** 0.0006***

(0.0001) (0.0001)

LEGALi 0.0137*** 0.014***

(0.005) (0.005)

POLITYi 0.053*** 0.052***

(0.014) (0.013)

POLITYj 0.037*** 0.036***

(0.011) (0.011)

RETALij -0.200 -0.198

(0.622) (0.617)

ODAji -0.0017 -0.0016

(0.0023) (0.0002)

PTAji 1.130 1.118

(1.206) (1.160)

RETALji 4.177 4.133

(3.248) (3.185)

Obs. 12,924 12,924

Wald test chi2=0.85 chi2=0.88
(0.6542) (0.6434)

Source: Authors' calculation
***, **, and * denote variables
statistically di�erent from 0 at the
1%, 5%, and 10% levels, respectively.
ODA = o�cial development assistance;
PTA = preferential trade agreement.

7 Estimating the Number of Disputes between Two

Countries

In order to test the sensitivity of our results we test the three models (rules-based,

unilateral power�based and bilateral power�based) to estimate the number of disputes
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between two countries, i and j. The dependent variable, yij, is now a count variable of

bilateral disputes initiated by country i against country j over the period under study.

This was the methodology used by Horn, Mavroidis and Nordström (1999) who based

their estimation on a model in which disputes between two countries are proportional to

the diversity and value of exports and where the probability of observing nij disputes

between countries i and j is binomially distributed.

Since we observe many pairs of countries with 0 dispute, we use a zero-in�ated Poisson

(ZIP) distribution. Recall that the ZIP model is particularly appropriate for random

events containing many 0-count data and that it employs two components: a Poisson

count model and a probit model for predicting excess 0s.20

Table 7.1 presents the results from the estimation of the rules-based model with the ZIP

method. The coe�cient of the number of traded products between i and j is positive and

signi�cant at a 1 percent threshold. We also test whether excluding either the 1995�1999

period or the trade in raw energy and mineral products modi�es the results. For both of

these tests, as with the estimation of the probability of a dispute, the coe�cient of the

number of traded products is still signi�cant and is not signi�cantly modi�ed. According

to the Akaike information criterion (AIC), the best model is the one without the

threshold, which con�rms previous analysis.

20We also use the Poisson model to estimate the three models. A Vuong test was conducted to identify

the best model, and systematically the ZIP model is better, which looks consistent, given the number of

0s. We present in this paper only the results from the ZIP model. Results from the Poisson and Vuong

tests may be requested from the authors.
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Table 7.1: Regression and sensitivity analysis results: rules-based model (zero-in�ated
Poisson method)

Ind. Baseline Excluding Excluding raw energy

var. model 1995�1999 and mineral products

(1) (2) (3)

Int. -5.037*** -4.925*** -5.039***

(0.452) (0.468) (0.446)

nij 0.0006*** 0.0006*** 0.0007***

(0.0001) (0.0001) (0.0001)

Inf_Int. 1.191*** 1.256*** 1.184***

(0.261) (0.245) (0.269)

Inf_Value of exportsij -3.76e-06 -4.14e-06 -3.57e-06

(3.46e-06) (3.44e-06) (3.51e-06)

Obs. 21,373 21,373 21,373

AIC 1,471.7 1,475.0 1,472.2

Source: Authors' calculation
Note: In parentheses are robust standard errors adjusted for clusters in i. ***,
**, and * denote variables statistically di�erent from 0 at the 1%, 5%, and 10%
levels, respectively. Variables Inf_Int. and Inf_Value of exportsij respectively
represent the intercept and the variable predicting excess 0s. We use the value
of exports from i to j as the explanatory variable of the probit model. Countries
with a low value of exports should not face many disputable trade measures. AIC
= Akaike information criterion.

Table 7.2 presents the results from the estimation of the unilateral power�based model

with the ZIP method. We test the existence of a monetary threshold less than which, for

country i, it is not worth complaining against country j, using the same methodology

used to estimate the probability of a dispute. According to the AIC, the best model is

the one with a threshold of US$500,000, which con�rms previous analysis. In

speci�cations (5) through (7) of Table 7.2, the variable measuring the complainant's legal

capacities has a positive and statistically signi�cant coe�cient, so this variable has a

positive impact on the number of disputes �led by country i against country j. Again,

the POLITY variables for both complainant and respondent are positive and signi�cantly

di�erent from 0, indicating that country i is more likely to initiate disputes against

country j if i and j are both democratic (bilateral power�based model).

We run a sensitivity analysis on the democratic-regime variables with measures coming
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Table 7.2: Regression results: unilateral power�based model (zero-in�ated Poisson method)

Ind. Threshold Threshold Threshold Threshold Add Add Add
var. US$500,000 US$1 Million US$10 Million US$15 Million LEGALi POLITYi POLITYj

(1) (2) (3) (4) (5) (6) (7)
Int. -3.891*** -3.640*** -3.127*** -3.063*** -4.957*** -5.772*** -6.218***

(0.364) (0.390) (0.244) (0.242) (0.646) (0.791) (0.776)
nij 0.0008*** 0.0008*** 0.0016*** 0.0019*** 0.0008*** 0.0006*** 0.0006***

(0.0001) (0.0001) (0.0001) (0.0002) (0.0001) (0.0001) (0.0001)
LEGALi No No No No 0.0357** 0.044** 0.043**

(0.015) (0.017) (0.018)
POLITYi No No No No No 0.080*** 0.080***

(0.030) (0.030)
POLITYj No No No No No No 0.075***

(0.024)
Inf_Int. 1.944*** 1.947*** 2.036*** 2.050*** 1.798*** 1.737*** 1.618***

(0.196) (0.150) (0.103) (0.103) (0.134) (0.145) (0.159)
Inf_Value of exportsij -1.44e-05 -9.70e-06 -5.57e-06** -5.26e-06** -6.66e-06* -5.48e-06*** -5.18e-06***

(1.46e-05) (9.79e-06) (2.30e-06) (2.04e-06) (7.67e-09) (1.93e-06) (1.82e-06)
Obs. 21,373 21,373 21,373 21,373 16,382 14,944 13,352
AIC 1,463.2 1,464.3 1,470.9 1,472.2 1,278.2 1228.0 1,179.1

Source: Authors' calculation
In parentheses are robust standard errors adjusted for clusters in i. ***, **, and * denote variables statistically
di�erent from 0 at the 1%, 5%, and 10% levels, respectively. Variables Inf_Int. and Inf_Value of exportsij
respectively represent the intercept and the variable predicting excess zero. We use the value of exports from i
to j as the explanatory variable of the probit model. Countries with low value of exports should not face many
disputable trade measures. AIC = Akaike information criterion

from the FH Index, using the same methodology used in the bilateral power�based

model. Previous results are all veri�ed (see Table 7.3).
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Table 7.3: Sensitivity analysis results: Unilateral power�based model (zero-in�ated Poisson
method)

Ind. DEMOC DEMOC

Var. Freedom House (sum) Freedom House (CL)

(8) (9)

Int. -4.553*** -4.579***

(0.725) (0.734)

nij 0.0007*** 0.0007***

(0.0001) (0.0001)

LEGALi 0.038** 0.038**

(0.016) (0.016)

DEMOC − FH − sumi -0.017 No

(0.045)

DEMOC − FH − sumj -0.064** No

(0.028)

DEMOC − FH − CLi No -0.010

(0.101)

DEMOC − FH − CLj No -0.126**

(0.060)

Inf_Int. 1.765*** 1.774***

(0.143) (0.142)

Inf_Value of exportsij -5.74e-06** -5.82e-06**

(2.32e-06) (2.40e-06)

Obs. 15,871 15,871

AIC 1,255.2 1,256.2

Source: Authors' calculation
In parentheses are robust standard errors adjusted for clusters in i. ***, **, and
* denote variables statistically di�erent from 0 at the 1%, 5%, and 10% levels,
respectively. Variables Inf_Int. and Inf_Value of exportsij respectively represent
the intercept and the variable predicting excess zero. We use the value of exports
from i to j as the explanatory variable of the probit model. Countries with low
value of exports should not face many disputable trade measures. AIC = Akaike
information criterion

Table 7.4 presents the results from the estimation of the bilateral power�based model

with the ZIP method. This model identi�es the same determinants of the number of

complaints �led as of the probability of �ling a dispute: diversity of exports from i to j

with a US$500,000 threshold; complainant's legal capacity; political regime of both the

complainant and the respondent; and retaliatory capacity of both the complainant and

the respondent, through either trade, preferences or �nancial aid (again using the same

methodology as in the previous section). Again, estimated coe�cients of variables from
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the rules-based and the unilateral power�based model have the expected sign and are

signi�cantly di�erent from 0. As in previous section concerning the bilateral�power based

model, the coe�cient of the complainant's trade retaliatory capacity and of the

respondent's �nancial retaliatory capacity are not signi�cantly di�erent from 0.

Concerning the respondent's capacity to retaliate through preferences or trade, the

coe�cient is signi�cantly di�erent from 0 but positive, likely again indicating that trade

from i to j is important and presents more opportunities for disputes.

Results from speci�cation (2), in which we exclude the 1995�1999 period, converge with

those of speci�cation (1). The only exception is that under speci�cation (2), the

complainant's trade retaliatory capacity may play a positive role in the number of

disputes initiated.
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Table 7.4: Regression and sensitivity analysis results: bilateral power�based model (zero-
in�ated Poisson method)

Ind. Baseline Excluding

var. Model 1995�1999

(1) (2)

Int. -6.219*** -6.127***

(0.745) (0.752)

nij 0.0006*** 0.0004*

(0.0002) (0.0002)

LEGALi 0.036** 0.032*

(0.017) (0.017)

POLITYi 0.104*** 0.115***

(0.033) (0.034)

POLITYj 0.063*** 0.060**

(0.022) (0.026)

RETALij -1.143 1.264**

(0.857) (0.570)

ODAji -0.0001 0.0015

(0.0012) (0.0017)

PTAji 1.076*** 1.121***

(0.261) (0.265)

RETALji 1.436** 2.191***

(0.737) (0.771)

Inf_Int. 1.557*** 1.552***

(0.164) (0.177)

Inf_Value of exportsij -5.17e-06*** -4.78e-06***

(1.91e-06) (1.79e-06)

Obs. 13,040 12,286

AIC 1,156.6 1,006.1

Source: Authors' calculation.
In parentheses are robust standard errors adjusted for
clusters in i. ***, **, and * denote variables statistically
di�erent from 0 at the 1%, 5%, and 10% levels, respectively.
Variables Inf_Int. and Inf_Value of exportsij respectively
represent the intercept and the variable predicting excess
zero. We use the value of exports from i to j as the
explanatory variable of the probit model. Countries with low
value of exports should not face many disputable measures.
AIC = Akaike information criterion.
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8 Conclusion

In this article we construct a database of trade disputes litigated at the WTO from 1995

to 2014. We provide a few descriptive statistics about these disputes: Low-income

countries are never involved in these disputes, either as complainant or as respondent.

Between 80 and 90 percent of all disputes involve either at least one high-income country

or at least one upper-middle-income country. More than 60 percent of all disputes

concern three sectors: animals and animal products, vegetable products, and foodstu�s.

A dispute lasts on average three and a half years, longer when the respondent is a

high-income country.

We also test the determinants of both the probability that country i �les a complaint

against country j and of the number of disputes between the two countries. These two

series of tests give convergent results. The structure of trade between country i and j is

an important determinant; the number of products exported by i to j is particularly

signi�cant.

Nonetheless, we �nd several biases in the DSP. First, countries with greater legal capacity

and a more democratic regime are more likely to complain. Second, any country is more

likely to complain against the policy of a democratic country. We interpret these results

to mean that �rst, accessing local legal capacity is a condition for using the DSP. Second,

in democratic countries, the government is a better representative of the private sector's

interests and consequently is more prone to complain through DSP. Third, countries are

not likely to complain against the trade policy of authoritarian regimes, both because

these regimes are less transparent about policies a�ecting trade and because

complainants do not expect that such regimes will follow WTO rulings.

We demonstrate that the threat of economic retaliation by the respondent through either

�nancial aid, granted preferences, or trade does not play a role in the initiation of

disputes. Moreover, when initiating a dispute, a complainant does not take into account

its own capacity to exert trade retaliation. Thus, participation in the DSP is not based

on bilateral relations.
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At the policy level, this paper concludes that there is room to improve the fairness of the

WTO DSP. First, the WTO could more systematically and substantially provide both

legal and economic aid to all its member states, particularly to lower-middle-income and

low-income countries. This assistance already exists but is apparently not su�cient for

poor countries. Second, the WTO could provide more information on DTMs because one

result of this paper may be explained by the lack of transparency of authoritarian regimes.

More ambitious reforms may include enhancing the enforcement power of the DSP. When

a WTO ruling con�rms the validity of a complaint, some mechanism (multilateral

sanctions as well as retroactive sanctions) could give strong incentives to the respondent

to comply. Through such a mechanism, all countries, regardless of their level of

democracy, would implement WTO rulings. However, our research does not conclude

that the absence of enforcement power by a potential complainant slows down its

participation in the DSP.

The WTO may also face a new challenge: providing a fair DSP for all countries under the

constraint of a growing number of initiated cases. As stated by current director general

Roberto Azevêdo, "the system is in very high demand", with both the number of

disputes and the complexity of each dispute rising (Azevêdo 2014, 1). At a time when

more and more policy makers are tempted to support protectionist measures or even

willing to contest WTO decisions,21 a strong WTO that can guarantee the fairness of

trade litigations could represent a key element of the world trading system.

21According to the 2017 US president's trade policy agenda report, "it is important to recall also that

Congress had made clear that Americans are not directly subject to WTO decisions" (O�ce of the USTR

2017, 5)
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Appendix

Table A.1 World Bank classi�cation of WTO members by income level

Source: World Bank website, 2016 Access.
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