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Abstract

A large body of literature with a lengthy history argues thdernational institutions facilitate
cooperation by providing information. Cooperation amomgions is difficult without credible
punishment for defectors, and information is key to detecthe occurrence and severity of those
defections. Domestic audiences are thought to be a keyesafirgunishment. This dissertation
explains how variation in the preferences and politicarggth of domestic audiences condition
the informational role of institutions. | develop a theomat shows how audience preferences and
strength affect how audiences react to information abofé@aiens, how their reaction, in turn,
affects member states’ strategic decision over whethemtwsinit information, and how policy-
makers choose whether to cooperate in the shadow of pdtpotisshment. | demonstrate this
theory with evidence at both the macro and micro levels, bb#ervational and experimental. At
the macro level, | show how audience preferences and mlgtcength affect the timing of World
Trade Organization disputes against the United Stateshe\trticro level, | conduct an original
survey experiment that shows how audience preferencesratedbe degree to which audiences
punish defections. Taken together, the theory and empaieysis advance our understanding of
the promise and limitations of international instituticarsd agreements as independent forces for

cooperation.
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Chapter 1

Introduction

International relations scholars have long argued tha&rmgtional institutions and agreements
facilitate cooperation by providing information about meen state behavior (Keohare, 1984;
Milgrom, North and Weingast, 1990). The logic is simple: fations to cooperate, there must
be a credible mechanism to punish defections. Informatimutthe occurrence and severity of
defections is key to any punishment mechanism. Without thiléyato detect defections, punish-
ment is ineffective.

A large and growing body of literature focuses on tfenesticsources of punishment faced
by policymakers who defect from cooperation. A policymageuld face electoral backlash from
voters, economic punishment from market actors, or deeceaspport from powerful interest
groups. In a world without international institutions angreements, such defections may go
undetected, and therefore unpunished, because domedianaes may not be able to perfectly
monitor their policymaker's decisions. But in a world withfermation-providing institutions
and agreements, defections are detected and punished.rd@$mept of such punishment deters
policymakers from defecting in the first place. By providiag alarm that sounds when policy-
makers defect, institutions and agreements facilitat@ecadion. This logic forms the foundation
of many well-known explanations for how institutions andesment facilitate cooperation, such

as those based on credible commitments (Simmons, 2000} E@@nons and Danner, 2010;
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Bthe and Milner,l 2008), audience costs(Tormz, 2007, 200&eheéusky and Horowitz, 2012;
Fearon) 1994), and myriad others (Mansfield, Milner and Rds#Hf, [2000,/ 2002; Rosendorff,
2005; Elkins, Guzman and Simmons, 2006; Dai, 2002, 2007 F2008).

The launching point for this dissertation is two observagiabout the world that diverge from
these well-known stories. First, existing explanationscdibe institutions as “trip-wires” that are
triggered whenever member states step out of line with jeslithat diverge from their interna-
tional institutions. But few institutions act as trip-waréhat sound immediately after any and all
defections. The alarm sounds after some defections butthetso Even in the case when the
alarm sounds, it often sounds only after a lengthy delays Eibecause the sounding of the alarm
is not automatic. It is a strategic decision made by membktkeoinstitution or parties to the
agreement.

Second, existing explanations focus on pro-cooperationedtic audiences who have the po-
litical strength to influence policymaker decisions. Yed fholitical economy facing policymakers
consists of multiple domestic audiences, who may vary iir gw@port for for cooperation and in
their political strength. Some audiences are pro-coojmerathile others are pro-defection. The
balance of political power can favor one or the other, andatsm vary over time.

The foundation of this dissertation is an understandingpefitllowing components: audience
reactions to institutional alarms, the strategic decismsound the alarm, and policymaker deci-
sions over cooperation. Variation in preferences andipalistrength affects how audiences react
to hearing the alarm. Will they punish policymakers for a#fens from cooperation or reward
them? Is this punishment a strong or weak inducement for d¢ieymaker to cooperate or de-
fect? This variation in turn affects the strategic decisimer whether to sound the alarm after
defections. Will sounding the alarm, and potentially teggg domestic punishment, cause the
offending government to change their policies? Are theseghs worth the costs of sounding the

alarm? And finally, how does the possibility of the alarm lgegounded affect a policymaker’s



initial decision to cooperate or defect? Under what condgidoes the alarm succeed in deterring
defections?

Each of the three chapters that follow are presented as d-atane article, but they are very
tightly tied by the theme of understanding how audienceepegfces and political importance
strengthen or moderate the ability of institutions and agrent to facilitate cooperation via the
provision of information.

The first chapter uses an original game theoretic model ithled Budience reactions, the de-
cision to sound the alarm, and policymaker decisions. Therthis generalizable to many insti-
tutional settings and many issue areas of internationgb@@dion. The theory shows the limits
and potential of existing alarm-based explanations, wHereestic audiences punish policymak-
ers when the alarm sounds. Specifically, | show the conditiamder which this dynamic can
arise endogenously. On the one hand, these conditions aaasa& ¢or optimism. One condi-
tion requires that international institutions perform aywsimply role: they must provide a costly
mechanism by which one member state to accuse another meafmhtefecting. On the other
hand, the effectiveness of this mechanism is constraingtidopreferences and political strength
of domestic audiences. When domestic audiences supp@ermn, an information-providing
institution can be a powerful force for cooperation. But widemestic audiences oppose coopera-
tion, information-provision can be ineffective or even ntarproductive for cooperation. Similarly,
when pro-cooperation audiences are politically stronigrmation provision can be effective, but
when policymakers do not care about these audiences, infmmdoes not necessarily facilitate
cooperation.

The model developed in the theoretical chapter also gersesatveral empirically testable pre-
dictions. The theory shows how the preferences and pdlgtcangth of audiences strength affect
whether and when one member state will sound the alarm dgaiesher member state. Since
sounding the alarm is costly, member states are most likethbose this option when domestic

audiences in the targeted state support cooperation amaympalkers care about these audiences’



preferences. Strong pro-cooperation audiences also tiaeisgolicymakers to choose more co-
operative policiesgx ante

The second chapter tests these predictions at the “maarel’ilethe context of World Trade
Organization (WTO) disputes against the United States. lddislation creates processes under
which U.S. firms can petition government bureaucraciesgioif$ on imports of competing goods.
Many of the disputes brought against the United States hyating partners under the WTO’s
Dispute Settlement Understanding have sounded the alamsighese alleged violations of WTO
rules. However, there is significant variation in whethed arhen trading partners choose to sue
the United States over these barriers. Often, trade partmait months or years before sounding
the alarm.

| test the predictions generated by my theory by modelindithimg of WTO disputes against
this set of U.S. trade barriers. Using a Bayesian multinbpmabit model of competing risks, |
find results consistent with the theory. Trade partners areiiikely to sue the United States when
both (a) broader audiences are less protectionist and @esons approach. U.S. trade barriers
are morel likely to be targeted with WTO disputes during etecyears, when policymakers are
more attuned to the preferences of broader constitueramesduring times of lower unemploy-
ment, which are associated with less support for proteisiion During election years with high
unemployment, the United States’ trading partners are i@y to delay disputes until after the
election.

The results also show how current debates between Reatistnatitutionalist explanations
for member state behavior are too stark. | show how Institaiist explanations- like those per-
taining to the informational role of institutions- and Reakxplanations- like those pertaining to
power and retaliationboth explain important patterns in U.S. trade policy. The resudgard-
ing the timing of WTO disputes against U.S. trade barrieescansistent with institutionalist or
information-based explanations. But the United Statessis more likely to unilaterally remove

trade barriers against partners that have higher tradedigee®r power over the United States, and



vice versa. While Realist verses Institutionalist debatesften cast as either-or propositions, this
need not be the case empirically, where mechanisms assdevith both theories are supported.

The third chapter tests the theory at the “micro” level usangoriginal survey experiment us-
ing online recruits from Amazon’s Mechanical Turk experithdn this experiment, | described a
scenario to the respondents in which a U.S. firm was facingased competition from foreign im-
ports. The U.S. president had to decide whether to imposerimgstrictions on foreign-produced
goods. Respondents were then told that the president deicidavor of the restrictions, and re-
spondents then answered whether they approved or disagpofthe president’s actions. The
experiment consisted of randomly treating respondents vatious arguments for and against
import restrictions.

The goal of the experiment is to decompose the respondegmioeal of the presidents ac-
tions into two parts: a consistency effect and a policy e¢ff@onsistency effects describe how a
respondent’s approval of the president is lower when thsige@t’s actions are inconsistent with
previous commitments, as hypothesized by audience castsi¢is. Policy effects describe how
a respondent’s approval of the president is based on wh#tbegsresident’s action matches the
respondent’s policy preferences. To tap into consisteffegts, some respondents received an in-
ternational law treatment, which told them that importffaviolated a U.S. free trade agreement
and would likely result in a WTO dispute against the U.S.

The results show that consistency effects as hypothesizaddience costs theories are indeed
present. When told that the president’s policies are insterst with prior commitments, respon-
dents are significantly less likely to approve of the presideactions. However, these effects are
significantly moderated by policy preferences. Resporsd@hb support or oppose free trade, i.e.
respondents with a preference over trade policy, congigtefiects were minimal. Consistency
effects only mattered for respondents with no opinion odérnaolicy. And even for these respon-
dents, the effects of placebo treatments were comparalte teffects of consistency treatments.

Consistent with the predictions of the theoretical modekttgped in the first chapter, citizens’ re-



actions to hearing an alarm indicating that policymakekehaoken their international promises

are tempered strongly by the citizen’s preferences ovepdtiey itself.



Chapter 2

Theory: What Makes Commitments

Credible?

Most international institutions lack independent enfoneat capabilities. As a result, a large and
growing body of literature argues that domestic audienta@gsacrucial role in imposing costs on
governments who defect from their international agreemdnternational institutions, and legal-
ized dispute settlement mechanisms in particular, heiptéte international cooperation, because
these bodies transmit information about member state b@ttathose domestic audiences. When
a member state violates the agreement, the institutioraa@dire alarm that alerts domestic audi-
ences of their government’s misbehavior. Hearing thiswaldéine audience punishes the offending
government, imposing a cost on governments who do not comitiytheir international obliga-
tions. This threat oéx postpunishment helps facilitate cooperati@x, ante This dynamic is at
the core of many broader theories of the effects of inteonaliinstitutions pertaining to a wide
range of issue areas, such as those based on audience cwsis £D0F). or credible commit-
ments|(Simmons, 2000; Simmons and Danner, 2010) and isparly emphasized in theories of
dispute settlement (Mansfield, Milner and Rosendorff, 2@002; Rosendorff, 2005).

If international institutions play an important fire alarwle, then two puzzles arise. First,

why is there significant variation in whether or not the alaounds after violations? Consider
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the context of tariff barriers and the World Trade Organads (WTO) Dispute Settlement Un-

derstanding (DSU). The vast majority of WTO-illegal tradeiers erected by WTO members do
not result in any alarm-sounding DSU litigation. The DSU nisamg the most vibrant and active
international courts in existence, having heard 427 cased danuary 2, 2011. Yet, few would
doubt that hundreds, if not thousands, of explicit tariffrieas and hidden non-tariff barriers have
escaped DSU scrutiny.

Second, why is there significant variation in the timing of #tdarm? Returning again to in-
ternational trade, members often allow illegal and harnradle barriers to remain in place for
months, or even years, before they sound the alarm with D®iation. If the victim need only
sound the alarm in order to mobilize domestic audiencesagtieir government’s policies, then
why wait? Few, if any, international institutions act as flarms that alert domestic audiences
to government misbehavieammediatelyafter all violations of an agreement. If the information-
providing role of institutions and the resulting noncomaplte costs are key explanations for inter-
national cooperation, then understanding whether and whealarm will sound is of first order
importance.

A key part of the answer comes from asking: who’s listenindpalarm? The preferences and
political strength of the groups hearing the institutioslakm are critical features of the fire-alarm
dynamic that are frequently omitted from existing explamad. Often, the domestic audiences
hearing the alarm are assumed to be monolithic and statie.alidience is often assumed to be
in favor of punishing their government for violations andstpunishment is assumed to be of
consequence to the government. However, audiences varg btith dimensions. Audiences can
vary in their preferences. Domestic audiences often dgtsgoport non-compliant government
policies and they can vary in the intensity of their dislikedefections. Audiences also vary in
their political strength and their ability to influence gowment policymaking. Cross-nationally,

not all governments care equally about potential audiencgsphment, which has driven much of



the research on regime type and audiences costs. But ev@n wiparticular regime, government
sensitivity to audience punishment can vary over time, witi the electoral cycle.

| develop a theory showing how audience features affectltigyeof international institutions
to generate noncompliance costs. These nhoncompliancearesin essence, what makes commit-
ments credible and what makes audience-imposed punisloosiht. The preferences and strength
of uninformed audiences affect the magnitude of noncompéaosts, which affects governments’
compliance and dispute decisions. The theory draws frostiagiwork on domestic constitutional
courts which argues that the anticipated reaction of damastliences affects the relationship be-
tween the court and other lawmaking branches of governméamberg, 2001, 2005; Carrubba,
2005, 2009; Staton, 2006). | also draw from existing worluarg that international courts and in-
formation provision facilitate international cooperatigMansfield, Milner and Rosendorff, 2000;
Carrubba, 2005; Carrubba, Gabel and Hankla, 2008; Roskr2(005).

The key insight is that there is good news and bad news fotiegitheories of noncompliance
costs. The good news is that there are very minimal requim&fer a dynamic to arise in which
institutions can generate noncompliance costs, i.e. fomsidments to be credible and audience
punishment to be costly. The institution need only provideualic and costly mechanism for
governments to use as a signal to domestic audiences, amutdfezences of the government
sending the signal need only be partially aligned with thofsthe intended audience. The bad
news is that the magnitude of these noncompliance costshanefore their ability to influence
government behavior as argued by audience costs and @ediimitment theories, is constrained
by the preferences and strength of those audiences. Theitiost cannot facilitate cooperation
beyond the level desired by the audience.

The theory also generates predictions for how audiencaresagaffect the behavior of govern-
ments pre- and post-alarm, as well as the probability thatgwvernment will choose to sound
the alarm in the first place. Sounding the alarm is most védéutbthe plaintiff country when

domestic audiences in the defendant country are most ‘dey i.e. the audience prefers similar



changes to the defendant government’s policies as thetifi@lasiresand when the defendant
government cares about those audiences. Defendant gometmengage in less severe violations
of their agreements when they must make policy in the shadalisputes that could potentially
activate such audiences.

| demonstrate the theory empirically with evidence from W&0O’s DSU. Audience features
explain why some DSU disputes succeed in mobilizing audieragainst protectionist barriers,
and why other disputes backfire. The costliness of DSU déspistalso a key explanation for why
DSU disputes play a greater role in providing informatioartfuo other forums. The theory also
explains a troubling empirical puzzle: democracies arerothought to have lower tariff barriers
(Milner and Kubota, 2005), yet they are far and away the mesjpufent DSU defendants. | argue
that this is because even if democracies are “better behawddregards to their agreements, they
are also the best targets for audience-mobilizing disputegch is supported by cross-national
analysis of dispute frequencies. Though | use examples iintemational trade, the argument is
general- describing international institutions whereeggoments choose compliance policy in the
shadow of uninformed audiences who can potentially leaymfa costly, institutional signalling
mechanism.

The next section reviews the relevant theoretical litesaton dispute settlement and infor-
mation transmission. The third section describes the madalesults, and supporting empirical
evidence. The fourth section concludes and also discussesddel in the context of a prominent

normative debate over whether international institutiemisance or hinder democracy.

Cooperation, Courts and Information

International cooperation is often thought of as a prissrBlemma-style interaction among gov-
ernments. Governments can potentially benefit from codipgray making mutual policy adjust-

ments (Keohane, 1984). But the costliness of these adjassmeake defecting from cooperation
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tempting. International institutions are thought to faate cooperation by making it more costly
for governments to defect, and these costs are often cadlechmpliance costs.

Since most institutions lack independent enforcement pawaany theories, such as those
based on credible commitments or audience costs, exammesti sources of noncompliance
costs! In audience costs explanations, the audience is often tiafgas a set of voters who
care about their government’s policy choices. Noncompkarosts arise as the result of electoral
punishment: voters punish their elected officials for bregktheir agreements by not returning
them to office. As Tomz (2007) argues, audience costs aresfilge in disapproval that would
occur if a leader made commitments and did not follow thréugly. 823). Credible commit-
ments theories are founded on a similar dynamic. In her yhabout the effects of IMF obliga-
tions,| Simmons (2000) argues that a government’s Articlé dligations “mobilizes a new set
of external actors (private economic, governmental, agdljevho may exert pressure to com-
ply on a government that is considering or engaging in rutdation” (pg. 821). These types
of arguments have been made in a variety of contexts, rarfgimg international trade agree-
ments [(Bthe and Milner, 2008; Mansfield, Milner and Rosefid@000) to bilateral investment
treaties |(EIkins, Guzman and Simmons, 2006) to human ri@@itamons/ 2009) to war crimes
(Simmons and Danner, 2010).

International institutions are crucial to these theoriesduse they provide information about
government behavior to otherwise uninformed audiencestigiee, 1984; Milgrom, North and Weindast,
1990). The audiences who potentially impose noncomplianosts often cannot perfectly monitor
government behavior: a voter may not know whether their gowent has erected illegal trade
barriers; a private investor may not be certain about wheghpotential host government is
likely to expropriate their investments. If they do not knawether or not a government has

misbehaved, then audiences cannot use the threat of pusméhmincentivize governments to

1A related explanation considers retaliation by other manstates, often in a repeated-play setting. Here, |
focus on domestic noncompliance costs as opposed to costséd when a defection triggers punishment from other
member states.
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comply. Institutions alleviate this problem by acting aarals that alert uninformed audiences to
government noncompliance (Mansfield, Milner and Rosefid@0D0)?

Institutions often, and increasingly, include judiciasplute settlement mechanisms that have
been prominently linked to information transmission in aver of theories (Mansfield, Milner and Rosendor
2000;/ Carrubbe, 2005; Carrubba, Gabel and Hankla,' 2008 iiosff,l 2005). In the context of
the World Trade Organization and its Dispute Settlementdsstdnding, B. Peter Rosendorff

argues that

[Dispute settlement] serves a crucial information-pravidrole. It establishes the
facts, adjudicates on a violation, estimates the damagdgseports a successful com-
pletion of the process. It is this informational role of th2JU] that determines its

effectiveness in the world trading system. (2005, pg. 391)

Institutions, and dispute settlement mechanisms in paatictherefore help ameliorate monitor-
ing problems by establishing an information-providingralahat sounds whenever a government
defects from its agreement. The institution facilitategiinational cooperation because noncom-
pliance is costlier in a world with an alarm, where audieneesn about and punish defections,
than in a world without an alarm, where governments are detthiéir own devices.

However, the audiences in these theories are often assunhede two features: they support
compliance by their government and they have the capacitypose costs on their government
when it defects. In reality, audiences vary significantlgng both dimension%. With regards
to audience preferences, audiences do not always supgdaiepdhat are consistent with their

government’s international obligations, and often supgdefections from agreements. In the case

°Note that the assumption made here, and in the theory thatelajg is very minimal and general: | do not
assume that institutions have more/private informatioer@overnment behavior or that they are highly legalized
or sophisticated. | only assume that institutions can gl®wa simple, binary piece of information, namely, they are
forums in which an alarm can sound or remain silent.

3For two notable exceptions, see Rickard (2010) land Tomz andHéuweling |(2012). Rickard analyzes how
different electoral systems amongst democracies and #ferpnces of their constituents affect compliance behavio
Tomz and Van Houweling analyze survey responses to sceraneghich candidates switch positions, accounting for
the respondent’s policy preferences.

12



of trade and the WTO, domestic political audiences ofterpstiprotectionist measures and op-
pose compliance with adverse WTO rulings. Support for fradd can vary across individuals
(Mansfield and Mutz, 2009; Hays, Ehrlich and Peinhardt, 20@pport for free trade can also

vary across time, waxing or waning depending on macroecanconditions|(Bergsten and Cline,

1983). Similar variation is likely in every other contextwhich audience costs/credible com-
mitments arguments are made. In the context of investmemgedtic constituents may vary in

their support of a government that expropriates foreigetasgnd foreign investors may vary in
the degree to which they fear expropriation. In the contéxtwman rights, constituents in one

country may vary in the degree to which they demand that gfwiernment address human rights
violations in other countrie$.

Audiences also vary in their ability to inflict punishment their government. Governments
vary in the degree to which they care about the preferencésaaid audiences relative to spe-
cialized interest groups (Gawande, Krishna and Olarre2@@9). Cross-national variation in the
degree to which governments care about audience preferaas@ften been linked to regime type,
with democracies thought to care more about audiences thad@mocracie3.Government sen-
sitivity to audience preferences also varies temporatiyhé run-up to democratic elections, politi-
cians are particularly attuned to the preferences of thansttuents.| Canes-Wrone and Shotts
(2004) argue that variation in presidential approval igginan affect the responsiveness of execu-
tives to public preferences. Dai (2007) considers how @stisrgroups with different, exogenously
generated monitoring abilities can influence the behaviguotiticians. Interest groups with the
greater monitoring capacity, i.e. groups who can betteredis the government’s policies from

“noise,” have greater influence on government policy.

4Snyder and Borghard (2011)’s recent criticism of audiermstscarguments in the context of crisis-bargaining
guestions the assumption that audiences care about paolitgistency apart from their preferences over policy sub-
stance.

5This is the main focus of audience costs arguments in theegbat security and crisis bargaining (Fearon, 1994).
For important exceptions, see Slantchev (2006). and We&k8j2

13



| argue that variation in the preferences and strength ofeagds should have a significant
effect on virtually every aspect of audience costs and btediommitments theories. To generate
intuition on why this might be the case, consider a relatestdture on domestic constitutional
courts, which is keenly focused on audience features andthew affect different aspects of
judicial behavior. Like most international institutiortgmestic courts lack often lack independent
enforcement power. How then, can domestic courts congb@iaymakers who might otherwise
be free to ignore their rulings? The answer for many domestigts scholars is based on the
audiences who observe those rulings (Vanberg, 2001, 208%5ukba, 2005, 2009; Staton, 2006).

As Georg Vanberg (2005) writes:

... the interactions between courts and other policymakersot occur in a vacuum...
If citizens value judicial independence and regard resfmqgudicial rulings as im-
portant, a decision by a elected official to resist a judiaiihg may result in a loss of
public support... The fear of such a backlash can be a fdroefucement to imple-

ment judicial decisions faithfully (20).

A key insight of the domestic courts literature is that andeefeatures affect judicial behavior.
If the audience does not support adherence to a particudasigli ruling or if the informational
setting is such that audiences are unlikely to learn abolitymaker disobedience even when it
does result in judicial scrutiny, then policymakers are enfoee to choose policies to their liking
and courts are less likely to rule against those policiesilfeag, 2001, 2005). Domestic courts
strategically publicize important rulings, based on thécgmated reaction of public audiences
(Staton/ 2006). Carrubba (2005) applies a similar modehtmeernational cooperation setting,
showing how an institutional mechanism that reveals thesdosa member state of noncompliance
can help governments coordinate their punishment stegesgi as to punish governments for low-
cost defections from and agreement and forgive governnfientsgh-cost defections.

Audience features should similarly affect government bairan the international cooperation

settings considered by credible commitments and audiergts theories. Audience features affect
14



how the audience reacts to learning about its governmerdi@sl once the institutional alarm is
sounded. A compliance-supporting audience might reactivegy to learning that its government
has broken its international obligations, while a noncaange-supporting audience might react
with ambivalence or even support for further noncompliakcgovernment facing backlash from
politically strong pro-compliance group, might be lesdimed to defect in the first place, while a
government facing a weak backlash might be less fearfulefépercussions from defections.
Audience features also affect the decision over whetheotiioruse an international institution
to transmit information in the first place. In the case of digpsettlement mechanisms, informa-
tion about noncompliance is only transmitted when one gowent makes the strategic decision
to bring litigation before the institution’s judicial bodfhe sounding of the alarm is rarely auto-
matic. Recent research has begun to consider how noncarogl@sts affect the litigation deci-
sions of governments in international cooperation sestirfgpr example, Songying Fang (2010)
and Michael Gilligan, Leslie Johns, and Peter Rosendo®f. (3 develop models that focus on the
effects of institutional “strength” on the occurrence afplites. Two countries bilaterally negoti-
ate over an issue and have the option of appealing to an attenal dispute settlement body for
a ruling over that particular issue. Gilligan, Johns anddrasrff (2010) emphasize how variation
in the noncompliance costs imposed on a member state whioayisohe institution’s ruling varies
across-institutions and how this affects disputes. Faf@({Pemphasizes how variation in these
costs across countries affects disp$t&iilding on this literature witlexogenousoncompliance
costs, | consider how noncompliance costs might arsogenouslgnd how features of the au-
dience imposing those noncompliance costs affect theidaaser whether to sound the alarm in

the first place.

6Several related theories consider the coordinating roiatefnational judicial bodies. Carrubba (2005) argues
that courts can help facilitate cooperation by revealirggabsts of compliance. Johns (Forthcoming) describes how
disputes can transmit information and trigger punishmenthiird parties, such as domestic political actors. The
costliness of initiating a dispute facilitates a screemmgchanism whereby member states can use dispute settlement
to coordinate enforcement of the institution’s judiciat#ons by “disinterested” third parties.
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This theory is also related to arguments describing theadligg role of appeals to interna-
tional institutions|(Chapman, 2007; Fang, 2008; ChapmafA92Chapman and Wolfard, 2010).
In these arguments, a politician proposes a policy and thenses whether or not to appeal to
an international institution. When an appeal is made, arathtor (such as a foreign government
or the pivotal voting member of that institution) gets to @ensignal to the politician’s domestic
audience indicating approval or disapproval of the poétis policy. Upon observing that signal
(if an appeal is made), the audience can update their belefat the quality of the policy being
proposed and can punish or reward their politician accgigitA common result across the mod-
els is that the relationship between the audience’s pmefeeand the signal sender’s preferences
affect both the signal sent and likelihood that a politioiit choose to appeal to the institution in
the first place. In these models, the politician or goverrinadro chooses a policy is the ultimate
gatekeeper over whether or not a signal pertaining to tleetsffof that policy is sent to a domes-
tic audience. In order to better match institutional sgimwith dispute settlement mechanisms,
the model described here differs in one key way: anothermovent chooses whether or not to
initiate a dispute, and thus send a signal of noncompliahte.judicial setting, the government
being accused of noncompliance cannot “decline” the clsdeyeed by the accuser. The govern-
ment choosing its compliance policy does not have perfenrobover whether or not any dispute
signal will be sent- that decision is ultimately made by otthember states who are potentially
harmed by noncompliance.

On a final note, to be sure, information transmission is netahly role of international in-
stitutions and their legalized dispute settlement medmsi Christina Davis (2011) argues that
governments can use disputes to reassure domestic gratphehgovernment is committed to
defending their interests. Chad Bown (2@D%inds that trade barriers are more likely to be chal-
lenged at the WTO when the stakes of the case are higher, agnl tv defendant country does
not have a similar retaliatory mechanism._Allee and HuttO@analyze when countries choose

legalized dispute, rather than bilateral negotiation, aspto settle territorial disputes. They ar-
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gue that legalized dispute settlement provides politic&lec for policymakers, and empirically,
countries with stronger domestic opposition groups anderdemocratic dyads are more likely to
pursue legalized dispute settlement. It is worth emphagithiat these arguments for why countries
choose legalized dispute settlement are not mutually sxk@wvith the information transmission
mechanism described here. No one theory completely exgédlinf the incentives and constraints

facing governments contemplating legalized disputeesatht.

The Model

Two countries are trading partners and are members of aeragré that allows them to initiate
costly disputes over tariff policies. There are the thresygis in the model: the government of
the “Home” country,Home, the “Foreign” governmentloreign, and anAudience within the
home country. Each player cares about the tarifts 8, that the home government levies against
imports from the foreign country. The audience can be thbafhs any group that lacks perfect
information about the home government’s tariff policiesr Fastance, “downstream” firms paying
inflated prices for intermediate production materials naklperfect information about the tariff
policies responsible for those higher prices. Consumersaen more uninformed about these
policies. These audiences can potentially engage in sostéy @ction to try and influence the
home government’s policies. For instance, firms could payctbsts associated with mobilizing
into an organized interest group, or constituents can nzehib punish elected officials, as in the
familiar audience costs argument.

Each of the three players has preferences over the tariffy\sie home government.The
foreign government prefers lower tariffs, and its prefeenover tariffs are represented by the

utility function: up(t) = —t. The audience has a most preferred tariff levek- A, and its

“In some models, like that of Mansfield, Milner and Rosend@®00), preferences over tariff levels are generated
by an underlying economic model. Groups with differentéaeindowments or technologies have different preferences
over tariffs as a result of the economy or market in which thi#hoperate. For simplicity, | leave the microfoundations
of these preferences unspecified, but their existence anplatential for preferences to diverge across groups is well
established elsewhere.
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preferences over tariff policy are represented by the fanct. 4(¢), which is maximized at = A,
concave, decreasing irwhent > A, and increasing inwhent < A8

The home government’s most preferred tariff poliéd, depends on its type. The home gov-
ernment can be a “good” government from the perspectiveeattdience, and have preferences
identical to those of the audience, wheie = A. Alternatively, the home government can be
a “bad” type whose most preferred policytis=s B > A.° The preferences of the home gov-
ernment are represented by (¢) and have the same properties as the audience’s utilityibmct
apart from the point at which the function is maximized. Thebability of a bad home govern-
ment,Pr(H = B), is A € (0,1) and is commonly known. The audience does not observe their
government’s type.

The sequence of the game is as follows. First, Nature selleetiome government’s type.
Next, the home government chooses their initial tariff Iee The foreign government observes
the home government’s type, their initial policy, and dralescosts to initiating a disputg, from
a commonly known distribution?’(k), which is uniform on the intervdk, k], with & < 0 < £.%°
The foreign government then chooses whether or not to feiiaisputeD or ~ D.

The audience observes the foreign government’s decisienvavether to initiate a dispute and
then decides whether to pay costs,> 0, and mobilize to influence the policy chosen by the
home government. If the audience chooses not to mob#izé/, then the initial policy chosen
by the home government,, is the final policy. If the audience chooses to mobiliz¢, then
the home government chooses a new poligyand must partially internalize the preferences of

their audience. Specifically, the home government mustsdtweir post-mobilization final policy

8] describe a single audience as opposed to a collection édaces for simplicity. The preferences of the audience
could also be thought of as an aggregation of the preferghe¢srises in a common agency setting, like that of
Bernheim and Whinston (1986) lor Grossman and Helpman (1994)

%There are many ways that politics can drive a wedge betwespriferences of the government and the pref-
erences of a particular audience. Mansfield, Milner and Raaf (2002) use a fully specified economy to generate
preferences over tariff policy. _Grossman and Helpman (1 99ddel government preferences as an aggregation of
concern for social welfare and special interest group daurtions.

0whether or not the foreign government observes the homergment’s type does not affect results. The foreign
government only cares about the home government’s typdansas it affects the home government’s policies. To
condense notation, | will refer t&'(k) and f (k) as the distribution and accompanying density function.

18



by maximizing ana-weighted combination of their own preferences and thosth@faudience:
Up(t2) = aua(ts) + (1 — @)up(ts).

The decision to mobilize can be thought of as a decision tbeggirecise information about
the home government’s policy, mobilize politically to lobthe government, or make political
contributions that are conditioned on changes to policy. oAthese are costly actions that can
make the home government pay more attention to the prefesevicthat audiencea < [0, 1]
represents how much the home government cares about tremaadshould the audience mobilize.
For example, ifa = 1, mobilization causes the home government to act as thouglerié a
member of that group. Ik = 0, mobilization has no effect. The audience does not obséeve t
initial policies chosen by the home government or the honvegoment’s type, but can potentially
condition their mobilization decision on whether or not theeign government initiates litigation.

For concreteness, | describe the model in terms of tariifisiaternational trade, but the model
is much more generat.could be thought of as any policy covered by an internatiagatement,
where governments can choose policies that are more omessripliance with their obligations.
In pollution control agreements, governments can complynegting their abatement targets, or
retain higher levels of pollution than allowed. In investrhagreements, governments can choose
expropriation policies, like tax breaks for domestic firtigt are more or less harmful to foreign
firms. Governments can choose to respect human rights, ypcémeengage in human rights viola-
tions of varying degree and severity. In many contextsyegieaudiences lack information about

these policies, and other governments have recourse fy dastute settlement mechanisms.

Information Transmission Equilibrium

The tension that arises in the model is similar to the conaeagency slack. The audience is akin

to a principal, who would like their agent, the home governtm& choose policies in line with

1This assumption is a reduced form of an electoral or politioastraint. In the common agency settings mentioned
above, the equilibrium policy chosen more heavily “weilth® interests of mobilized groups. The assumption made
here simply says that after mobilization, the governmergtragsign more weight to that group’s preferences.

19



the principal’s preferences. But the potential divergengereferences between the principal and
agent, combined with the principal’s inability to obserte tagent’s actions, allows the agent to
choose policies that stray from the desires of the principais model examines the conditions
under which a third party, in this case- the foreign govemimeho has preferences that are
partially aligned with those of the principal, can stratedly use costly disputes as signalling
mechanism that enhances the principal’s control over dgent.

| first establish the conditions under which an “informattoansmission equilibrium” (ITE)
exists. An ITE has the features that are associated withrrdbon transmission or audience costs
or credible commitments in the literature. A governmennhsign agreement, and if they violate
the agreement and an institutional alarm sounds or a digmaigers, then that government suffers
some additional noncompliance costs or punishment. Inntfwidel, an ITE is one in which the
foreign government’s decision to initiate a dispute catkeshome audience to mobilize with the
goal of changing policy. Without the dispute, the audienoesdnot mobilize. In other words,

audiences condition their behavior on the signal sent bysiitiition or dispute.

Proposition 1. There exists an information transmission equilibrium fstiat,

The audience chooség|D and~ M| ~ D

The foreign government chooskesf t; — t5 < k

Good home governments chooge- A andt; = A

Bad home governments choases (A, B) andt} € (A, t})

— The probability ofD for a good government i&'(0)
— The probability ofD for a bad government i8'(¢; — t3)

if and only if:

(i) Pr(H = B| ~ D)[ua(t) — ua(t},)] < m < Pr(H = BID)[ua(t3,) — ua(ti,)]
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(i) Pr(H = B|D) > Pr(H = B| ~ D) > 0.

Proof. For the audience to choogé|D, it must be the case th#U,(M)|D > EUa(~ M)|D.
| call the optimal initial policies chosen by bad governnsefyf andt;,. Rewriting the expected
utilities:

Pr(H = A|D)ua(A) + Pr(H = B|D)ua(ty,) —m > Pr(H = A|D)ua(A) + Pr(H =

B|D)u(t},)
m < Pr(H = B|D)[ua(ty,) — ua(ti,)]

B B AF (5, —t%,)
wherePr(H = B|D) = AF(t;b—t;bl)bJr(ﬁA)F(O)'

For the audience to chooseM | ~ D, Us(~ M)| ~ D > Uys(M)| ~ D..

Pr(H = A| ~ D)ua(A)+ Pr(H = B| ~ D)ua(t;,) > Pr(H = Al ~ D)ua(A) + Pr(H =
Bl ~ D)ua(ts,) —m
m > Pr(H = B| ~ D)[ua(ts,) — ua(ti)]

_ o FG )
wherePr(H = B| ~ D) = i, 75, - -0 - FOT

The remaining parts of the proof are developed in subseguepbsitions. O

Condition (i) of Propositioi Il says that mobilization costast be high enough to keep the
audience from always mobilizing and low enough to allow thermobilize when they observe a
dispute. If mobilization costs were very low, then the andeewould want to mobilize even in the
absence of a dispute, causing the foreign government toyaleschew disputes, since they don't
gain any additional benefits from a dispute. If mobilizatzmsts were very high, the audience
would not want to mobilize, even after observing a dispug@jracausing the foreign government
to avoid disputes.

Condition (ii) is straightforward in terms of the intuitiai signalling models, but counterintu-

itive in its implications for the role of litigation costs international dispute settlement. Condition
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(ii) says that the audience’s posterior belief about prditgkhat their government is bad has to be
higher after observing a dispute than in the absence of aidisf he signal, i.e. the dispute, that
the audience receives has this effect because litigatioostly, and therefore informative, to the
audience. If litigation costs were too low, then the audeewould not gain enough information
from the signal to justify spending mobilization costs. Tdpimal level of litigation costs, from
the audience’s perspective, is not zero. If the audiencé&dquick the distribution of litigation
costs, they would balance two concerns: on the one handviheythe signal to be sent often,
but on the other hand, they want the signal to be withheldueeatly enough so that it retains its
informative value.

The costliness of different dispute settlement instingi@affects the degree of scrutiny that
government policies received from disputes, and why sosieudie settlement bodies have much
higher profiles than others. In 1999, Chile increased tawiff vegetable oils from Argentina which
had a significant effect on Argentine vegetable oil expartShile. Argentina first tried to address
the tariffs bilaterally, and then through MERCUSOR’s dispsettlement system. Chile refused
to adjust the tariffs, and even strengthened them. Argarikian took Chile to the WTO’s dispute
settlement mechanism in 2000. Describing Argentina’s Bgpee with regional dispute settle-
ment, Tussie and Delich (2005) observe that “The [MERCUSORpute system was out of the
public eye and at the same time it was both fast and low-cdsle @id not, meanwhile, modify its
reclassification.” In contrast, their description of Argjea’s experience with the WTQ’s dispute
settlement mechanism notes both the costliness and ataliaposure gained from the WTO'’s

mechanism relative to MERCUSOR’s:

Although accessible only to highly profitable sectors beeaarticipation is too costly
and time consuming, the WTO provides the intangible benéfixposure. Pressure
through exposure can help countries unable or unwillingetaliate to obtain more

favourable results than in bilateral or regional instances
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The existence of an information transmission equilibridso aequires the partial alignment of
preferences between the foreign government and the awdiie tariff policies that are greater
than the audience’s ideal point, the foreign governmentthadudience both prefer lower tariffs
than the home government. But if the audience preferredehitgtniffs than the government, then
the information transmission dynamic breaks down. If thdience preferred higher tariffs than the
government, and disputes caused those audiences to neobhken the foreign government would
not want to ever initiate disputes for fear of activating atpctionist audience. In such a case, the
foreign government would only file disputes when they dreffigantly negative litigation costs to
offset the worsening of policy that resulted from the digpi8nyder and Borghard (2011)’s recent
critique of the theory of audience costs in the context dfisfibargaining notes how the omission
of audience preferences in most theories of audience costgpbDrtant, because of the possibility
that the public hasnore hawkish or dovish preferences than their political leadensl that this
divergence implies that audience costs need not alwaysdsept.

An example of dispute settlement inadvertently activatingxtreme audience arose ina WTO
dispute between Japan and the European Communities asainergs and Canada as the respon-
dent. In 1965, Canada and the United States signed a bilagmeement that lowered tariffs on
trade in the auto industry between the United States anddaarfgpproximately four years after
the entry into force of the new WTO regime, in 1994, Japan hedceuropean Communities chal-
lenged U.S. Canada auto agreement at the WTO’s new distlarsent body on the grounds that
the pact violated the WTO’s Most Favored Nation (MFN) rulgaiast providing special treatment
to only select trading partners. The auto pact with the Wn8&ates was very popular in Canada
and credited with generating significant economic growtid, @as supported strongly by interest
groups representing the auto sector. As a result, the azglectivated by the WTO dispute proved
extremely hostile to changing this policy in the way desbgdhe complainants. According to one

observer:
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Despite facing almost certain defeat, Canada vigoroudisndied and then appealed
on the matter at the WTO. ... there was considerable puld&sure on federal officials
to take a strong stand not only in favour of the cherished ARaot but also against
'interference’ by an international body on a matter of dotiegsublic policy. Once the
WTO claim was made public, the significant media attentioth i@ corresponding
‘court of public opinion’ limited the government’s abilityp enter into a negotiated
settlement. At that point, the government had virtually hoice but to defend the

Auto Pact vigorously even in the face of certain defeat (&nig&n (2005)).

Ironically, the end result of the WTO dispute was for Canadaiseits tariffs, applying them
to more countries, in order to comply with MFN rules. The ipibf dispute settlement to activate
domestic audiences is not always a force for increasing ti@uat of international cooperation

associated with an international instituti&n.

Effects of Audience Features on Equilibrium Behavior

The second set of questions motivating the model concenrsalidience features affect govern-
ment behavior. First, consider the effects of audiencaifeaton post-dispute policy. If disputes
can trigger audience mobilization, then how would mobilaa affect the home government’s

updated policyzs? After mobilization, the home government faces the follwyvoptimization

problem:

maxy, aua(ty) + (1 — a)ug(ts)

Proposition 2. The optimal post-mobilization polic#, satisfies:1*- = ACY

—u, (85)°

12In a separate context, a similar dynamic arose during negimtis over the transfer of the Panama Canal in the
1970's. In her study of the effects of secrecy on interestgractivities, Barbara Koremenas (2012) describes how
increased information about negotiations between theedriitates and Panama (via Panamanian government leaks)

had the effect of activating previously laten interest gowho opposed the treaty. This ultimately made ratification
more difficult.
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Proof. The proof follows from the first order conditions of the posbbilization maximization

problem,aw’,(t5) + (1 — a)u’y (t5) = 0. O

Proposition 2 says that, the ratio of the audience and homergment’'s marginal utilities
matches the (inverse) ratio of their strength after madiion. If the home government and audi-
ence’s utility functionsyy andu 4, were identical apart from their maximization points andeve
symmetrical, then the optimal policy would be arweighted combination of the two ideal points,
t5 = aA + (1 — a)H.2 If the audience and the home government share the same icied| p

A = H, as in the case of a “good” government, thi¢n= A.

Corrollary 1. In equilibrium:

0] % > 0, (i) % < 0, and (iii) % > (0, for bad home governments.

Corollary[1 and Figure 2|1 show how audience features affecbptimal post-mobilization
policy. As the audience and the home government prefer highi#fs, the home government will
choose higher tariffs after mobilizatidfi As the audience’s strength increases, the optimal policy
decreases. Stronger audiences “pull” the optimal poliayrdeard, with greater weight, towards
the ideal policy of the audience.

shows how the effects of audience preferencesobicypare conditioned by the
audience’s strength. For example, the effects of a changedience preferences can be magnified
by the audience’s strength, when the audience is strongemayinal increase in the audience’s
ideal tariff will have a larger effect on the final policy whens higher than whew is lower. On
the other hand, whenm is low, or zero, changes in audience preferences have dad@éiects on
the final policy, or no effect at all. From the above exampleyohmetric utility functions, where

t5 = aA+ (1 — o) H, the derivative ot; with respect tod is simplya.

3For instance, this would be the case if both the home govemhared audience held preferences represented by
the familiar quadratic loss function.

14From Propositiofi ]2, for a fixed, increasingA means that/, increases by the concavity ofs, sou/; must
increase, which means a highéiby the concavity ot:;;. The same argument applies for increasef in

Bincreasingy meansu’; (t3) must increase and, (t3) must decrease, implying th&t must increase.
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These empirical findings of Dai (2007) are consistent with donditional effect of audience
preferences and strength. When pro-compliance interestipg compete with anti-compliance in-
terest groups, the policy chosen by the government is maonplant as the electoral leverage and
monitoring ability of the pro-compliance interest groupneases. Analyzing the 1985 Sulfur Pro-
tocol of the LRTAP convention, she finds that countries wittrpompliance (pro sulfur-reduction)
interest groups that were politically stronger and betibde &0 monitor their governments enacted
policies that resulted in greater reductions in sulfur einiss.

The foreign government chooses to initiate a dispute whebdmefits outweigh the costs. The
foreign government potentially benefits from a dispute ifgpdte causes the audience to mobilize,
and thus change the home government’s policy from its irteuaff, ¢;, to a new policyfs. In an
information-transmission equilibrium, audiences maeilonly after disputes. The utility to the
foreign government of initiating a dispute-g; — k, and the utility of not doing so is-t;. Recall,
for a good home governmerit, = A, and for a bad home governmetit,> A. In an information-
transmission equilibrium, the foreign government ingma dispute if and only if their costs are

lower than their expected gains:

k<t,—t

For a good home government, therefore, the foreign goveanhomy initiates a dispute if it
draws a negative litigation costs, i.e. it has some extrasé@nefit to initiating a dispute, apart
from the potential effects on home’s polici®sFacing a bad home government, the benefit of a
dispute comes from the effect that any subsequent audienbdization will have on changing
the initial tariff policy to a new, lower final policy. If theofeign government draws a litigation
cost that is higher than the benefits from changing the honaergment’s policy, then it will not

initiate a dispute. The probability of a dispute for a parée initial policy, which | callTI(¢,), is

18For instance, Davis (2011) argues that some countrieai@vTO disputes as a way to placate domestic indus-
tries.
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the probability that the foreign government draws a low @folitigation cost that it will choose

to initiate a dispute.

For a patrticular initial policy, features of the audiencerdna straightforward effect on the
probability of a dispute. As the audience prefers lowelffrihe expected gains from mobilizing
that audience with a dispute increase, which increasesrtipility of a dispute by expanding
the range of litigation costs over which the foreign goveent’s gains outweigh their costs. As
the audience grows stronger, the benefits from a disputaratsease, increasing the probability

that the foreign government will draw litigation costs lomoeigh to justify a dispute.

Proposition 3. For a fixed initial tariff, ¢;, and, whend > A, the probability of a disputd](t,),

is: (i) decreasing inA4, (ii) increasing in«, and (iii) decreasing ind.

Propositiori B shows how features of the audience affectate@gn government’s cost-benefit
calculations for a dispute. The ideal audience for the {prgjovernment to mobilize with a dis-
pute is one that prefers lower tariffs and which has more sovay their government’s policies.
Audiences that prefer higher tariffs do not make attradilies for the foreign government. Simi-
larly, impotent audiences are not worth paying litigatiosts to activate. As the home government
prefers higher tariffs, it will be more recalcitrant in thecé of a mobilized audience, which makes
disputes less attractive.

These results explain a puzzling contradiction in the eirgdievidence on tariffs and legalized
WTO disputes| Milner and Kubota (2005) argue that, among developed countries, democra-
cies have lower tariffs, and Mansfield, Milner and Roserfd@®02) argue that democracies are
more likely to sign trade agreements with each other. Yetpite their apparent penchant for
lower tariffs, the most frequent respondents (defendantdjTO disputes, by far, are established

democracies: the United States and the European Union.cfadies are very rarely defendants
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in WTO disputes. If democracies are so free-trade-lovirgjleave lower tariffs, then why do they
find themselves in court over illegal trade barriers so dften

The model’s results argue that countries who are more litcetgspond to disputes with lower
tariffs make themselves more attractive targets for desaut democracies are more likely to have
constituencies that prefer lower tariffs and are more seagd the preferences of these audiences
in general, then it is not surprising that they are frequef¢ddants. Governments often erect tariff
barriers in response to the protectionist pressures oferdrated groups, and to the detriment of
the welfare of broader, more poorly informed constituesicié the government cares less about
potential backlash from these broader constituencies,dliispute will not cause the government
to change its tariff policy substantially. If the governmeares more about this backlash, then they
are more likely to change their policies after a dispute,clvimakes a dispute more attractive for
the foreign government.

Empirically, countries that are more sensitive to the agate preferences of their constituents
are targeted with more WTO disputes. Gawande, Krishna aadé€agal (2009) use trade data to
estimate a weighting parameter that measures the conceagdpegate welfare displayed by a
country’s leaders! They obtain an estimate for this parameter (also calleahere higher values
indicate that a government cares more about aggregateraveifahoosing its policies, as opposed
to special interest groups. According to the model hereggowents with higher sensitivity to
audience preferences are more attractive litigation targe

[Figure 2.3 plots the number of WTO disputes against a cowenses the Gawande, Krishna and Olarreac
(2009) measure of government sensitivity. The data sugpennodel’s prediction. Even exclud-
ing the United States and European Union, more sensitivergawents are also more frequent
WTO respondent8 On the other hand, governments who do not care about pdteati&lash

from uninformed, broader audiences are not targeted witih ne@any WTO disputes. The re-

1"This weighting parameter is theparameter from the well-known Grossman and Helpman (19%4)etn
BThis figure also excludes Singapore, which is a huge outligeims of its estimatedipha, 404.29. Results
discussed below are substantively similar when includimg&pore, the U.S. and E.U..
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lationship presented in Figure 2.3 is statistically sigiifit as well. In a Poisson regression of
the number of disputes targeting a particular country omh ¢bantry’s estimatedr, highera is
associated with being targeted by more WTO disputes, anaymifisant!® These results are
consistent with existing analyses of the effect of democfateasured by Polity scores) on the
number of disputes experienced by a particular dyad (Baitie Bernauer, 201 £.

What is the home government’s optimal initial policy? Therfeogovernment’s initial opti-

mization problem and related first order condition are:

mazy, H(t)ug(ts) + (1 —11(t1))un(tr)
maxy, F(tl — t;)UH(tz) + (1 — F(tl — t;))UH(tl)

(1= F(t7 = t3)]uy (1) = [ (8] — £5)[un (8]) — un(3)]

For a good home government, their optimal policy choicg is A. Good home governments
can do no better by choosing a different initial policy. leétforeign government draws a negative
litigation cost and initiates a dispute, then the good homeegiment will still choose; = A.

If the foreign government draws a higher litigation cosgtiwill not initiate a dispute and the
audience will not mobilize, leaving the home governmersal policy in place.

Bad governments face a more complicated tradeoff. They aige the initial tariff towards
their ideal tariff level, which will be better for them if tgeavoid a dispute. But at the same
time, choosing a higher initial tariff increases the prabigtof a dispute by increasing the relative
attractiveness of a dispute to the foreign government. Tise drder condition shows how, in

equilibrium, the marginal gain from raising the initial if§ri.e. the marginal utility of the tariff

1%The regression is a Poisson regression with the number estantountry has been a WTO respondent since 1995
as the dependent variable andlthe Gawande, Krishna ance@xa(2009) estimate afas the independent variable,
covering 38 countries for which the Gawande et. al. dataea#adle. The coefficient (SE) are 0.05(0.006) and the
associated p value is less than 0.00. These results aratieausang a negative binomial regression or simple bivariate
linear regression, as well.

200ther analyses have focused on the effect of regime typeeadehision tdnitiate a dispute, which is distinct
from the argument developed here, which describes thetaffegovernment sensitivity on the likelihood of being
targetedby a dispute.
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times the probability of avoiding a dispute, equals the nmaigosts, i.e. the additional probability
of a dispute times the home government’s utility lost fromihg to update its policy in the face
of audience mobilization.

How do audience features affect the home government'simitilicy choice? This question is
particularly important because we are concerned with tleetdf dispute settlement mechanisms
on the tariff policies chosen both in the presence of dispare when we do not observe disputes.
If the presence of a dispute settlement causes governneotwbse lower tariffs, even in the
absence of disputes, then this supports the contentiordiatte settlement mechanisms are an

important component of how institutions affect memberestahavior.

Proposition 4. The home government’s optimal initial poliay, is: (i) increasing inA, (ii) de-

creasing ina, and (iii) increasing inH.

Proof. First, observe that for bad governmerttse [t5, B]. The home government can do no bet-
ter by choosing an initial policy higher thas: lowering the policy toB decreases the probability
of a dispute and leaves them better off if they avoid a disgsitailarly, the home government can
do no better by choosing a policy lower thgn raising the policy ta? lowers the probability of a
dispute by decreasing the distance betwgemdt; and leaves the home government better off if
they avoid a dispute.

Rewriting the FOC for the maximization problem associatét ¥ yields:

FE = ) un(t;) —un ()] + [1 = F(t] — £3)]uyy (£7) = 0

Sincet} is uninfluenced by;, we can rewrite the FOC as:

ot

h(tik)%
2

+9(t5) =0

whereh(t}) is the total derivative of the FOC with respectitaandg(¢; is the total derivative

of the FOC with respect tt. Rearranging yields:
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oty _ —g(t3)
o3 h(t})

Substituting in the total derivatives(t}) andg(t;) yields:

on _ S = t5) [ (t5) — wn(t1)] = f(8 — 85)[uly (£5) + uly (£7)]
oty f'(t = t5)[un (t3) — un(8)] = 2f (87 — 3)u'(#7) + [1 — F (7 — t5)Jup (1)

Since f’(k) = 0 for the uniform distribution, this equation can be signedomgerving that
ujy > 0anduf, < 0forallt € [A, B]. Specifically, we now know tha?% > 0. This implies that

t3 “inherits” the properties of; that are described in Corollary 1. O

Propositior 4 shows how audiences features can magnify msticon the ability of dispute
settlement mechanisms to affect member state behawicante As the audience prefers lower
tariff levels, the home government must make policy in thadslw of potentially more severe
consequences from audience mobilization. The same isdruedreasing or decreasing audience
strength. Stronger potential audiences who prefer loweslseof tariffs make dispute settlement
a stronger deterrent to higher initial tariffs for bad goweents. In the domestic courts literature,
this phenomenon has been referred to as “autolimitatio@htérg, 2005, 1998; Stone, 1992).
When faced with the prospect of costly judicial review, &giures may propose more moderate
policies than they would have in the absence of any threatditial review. The same is true
of governments facing the prospect of audience backlashtireg from a legalized international
dispute. When audience punishment is more costly, govertsxwboose more compliance policies
ex antein order to decrease the likelihood that they will face sughiphment.

However, these results also show how the ability of dispetéesnent to affect the home gov-
ernment’s behavior is tempered by features of the audieAs¢he audience prefers higher tariff
levels, the home government is less constrained by disgttiersent and chooses higher initial

tariffs. Similarly, when facing weaker audiences, the $greof a dispute and potential audience
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mobilization is less frightening. This result shows thadible commitments and audience costs
theories need to pay careful attention to the features okauds receiving information. Theo-
ries that assume credibility and costliness result diyefictim the presence of the institution are
incomplete at best. If the audiences who receive informaftiom the institution do not support
compliance or are too weak to impose costs even when theylimetihen the effect of the insti-
tution on compliance behavior is weaker. Fundamentalgyjrititution cannot induce compliance
levels that are higher, i.e. lower tariffs, than the reléxardience desires.

The effect of audience features on the home governmentialipolicy choice complicates a
description of how audience features affect the equiliorprobability of a disputelI(¢}). On the
one hand, a more favorable audience from the Foreign goventmperspective (audiences that are
strong and like lower tariffs) makes a dispmerelikely. Favorable audiences haveast-dispute
effect meaning that the Foreign government can induce largergasain the Home government’s
policies, as was the intuition in Propositibh 3. On the oth&nd, Propositiohl4 says that more
favorable audiences also havpra-dispute effectfThe Home government anticipates its audience’s
reaction when choosing its initial policy. Better audientkerefore lower the probability of a
dispute by making the Home government choose lower tanitslly.

Proposition b describes the conditions under which eaateffominates.

oni(ty)

Proposition 5. If f(t; — t3)u(t3) < —[1 — F(t; — t3)]uy(t7) then 24 > 0 and 204 <

Proof. This proof builds off of the proof for Propositidn 4. Recdibt the proof of Propositidn 4

ot

5= < 1, then equilibrium increases
2

showed thafi > 0. Now, we consider whetheéf < 1. If
2 2

in ¢ result insmalleraccompanying increasesdh Sincek is distributed uniformly, this would

imply that the post-dispute effect dominates.

Recall the expression fcgg with the uniform distribution simplifies to:
2

ot _ S = t5)[uy (t3) + i (8)]
oty 2f(1] — 3)u'(87) — [1 = F (8] — 13)]uf (£7)

Since the numerator and denominator have the same sig%iéfs_? 1 it must be the case that:
2
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FE7 = )y (t5) + iy (1)) < 2f (87 — 5)u/(17) — [L — F(&] — t3)]uf (t7)
FUE = t5)u(t5) < =[1 = F(t7 — t5)u” (t3)
O

Propositio b shows why careful attention needs to be pdidkimg the occurrence of disputes
with compliance. The effects of audience features on theliequm probability of a dispute
depend on assumptions made about the curvature of the Homeengaent'’s utility function, and
implicitly about the shape of the litigation costs disttibm function, as well. In some cases,
stronger, compliance-favoring audiences increase thiilegum probability of a dispute, and in
other cases, they decrease this probability. An often-dggalite settlement mechanism may not
be an effective one, if the frequency of its use is the redutsdailure to deter initial violations.
A rarely-used dispute settlement mechanism may, in re&ldéythe most effective. Governments
refrain from violating their agreements too severely beeathey fear the possibility of a dispute.

One way to gain empirical leverage on the effects of audiéaatires on the probability of a
dispute is to consider how connected the pre- and postdisiaeisions are for the Home govern-
ment. Empirically linking audience features to the probgbof a dispute is most straightforward
when the government’s initial decision is distinct from jitsst-dispute compliance decision. In
other words, if the pre-dispute effect of audience featige®gligible, i.e. the Home government
does not intensely anticipate possible audience reactibies making its initial decision, then we
can apply the intuition of Propositian 3 to gain empiricaldtion.

There are many real-world situations that generate this tfpseparation between pre- and
post- dispute decision-making. This separation occurdféreént political actors make the pre-
and post-dispute decisions. For example, in the context.8f Bntidumping and countervailing
duty policy, private firms petition bureaucratic agenciks the Department of Commerce and In-

ternational Trade Commission for tariff protection in tleerh of antidumping and countervailing
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duties (the pre-dispute decision). These duties have bfen targeted as WTO-illegal in subse-
guent WTO disputes. Yet the handling of WTO disputes and abgequent policy adjustments
(the post-dispute decision) are handled by the Executmedbrand the U.S. Trade Representative.
To the extent that these bureaucratic agencies are noetgerfients”, the possibility of audience
punishment does not affect the initial policy decisions ofdaucracies in the same way that it
affects the executive’s decisiofis.

The length of time between many violations and subsequeputés further disconnects the
initial policy decision from the post-dispute policy ddois. For example, a policymaker may
erect a trade barrier even if they fear possible audiencercapsions because they know that
any dispute is likely to come much later, if at all. The poiitgker may discount the audience’s
preferences in their initial decision, but be responsivéh®audience after a dispute. Audience
features also change after the government has chosertigs frulicy. If audience features change
afterthe initial policy decision, then government’s might makéigy according to the preferences
and strength of their current audience, or expected futudesace. But if those audience features
changed in the future, that could make disputes more orilesy.|

In these types of situations, where there is separationdsgtvthe pre- and post-dispute de-
cisions, the equilibrium probability of a dispute inhetiitee features described in Propositldn 4.
More favorable audiences make disputes more likely. Withitiitial violation already commit-
ted, foreign governments observe audience features amdiedsbether the audience is “ripe” for
activation with a dispute. Empirically, this appears to be tase! Chaudoin (2011) shows how
the timing of trade disputes against the United States isistant with this theory. The United
State’s trade partners are more likely to initiate WTO dispuuring low-unemployment election
years. In other words, they litigate against the U.S. whenatidience is more amenable to free
trade (lower unemployment, better macroeconomic comai)i@nd when policymakers actually

care about these broad constituencies (during elections).

2!American politics literature has a rich history of studyihgjegation to bureaucratic agencies and the degree to
which agents behave according to the wishes of their prateifMcCubbins, Noll and Weingast, 1987).
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Further Implications and Conclusions

This paper delivers good news and bad news for theoriesahiational institutions that are based
on noncompliance costs, like theories of credible commtimer audience costs. The good news
is that institutions can generate these types of costs-vis-domestic audiences under very mini-
mal restrictions. The institution need only provide a gpsthy for a foreign government to signal
to domestic audiences in a home country that the home gorimas misbehaved. Dispute set-
tlement bodies provide such a forum since their use is battiycand public. When the preferences
of the foreign government and the home audience are at lagslty aligned, such a mechanism
can help the home audience better constrain their govermamehdeter the home government
from choosing policies that are at odds with its internaiasbligations, even when disputes do
not occur.

This is especially good news since related theories in thtezod of security and conflict,
namely audience costs theories of crisis bargaining, resently taken a beating. On the theoreti-
cal side| Slantchev (2006) argues that audience costsrgissis bargaining situations only under
certain restrictive conditions. On the empirical side, &mnand Borgharo (2011) find very little
empirical evidence for audience costs and question itsx@sons in a variety of ways. Noncom-
pliance costs in the institutions context are closely esldb audience costs in the crisis bargaining
context. Both are costs (potentially) incurred by a governtrfor breaking its promises, either
the implied promise of military action when a leader makesradt or the more explicit promises
codified by international agreements.

How is it that these theories appear coherent in the ingtitatcontext, when they have re-
ceived such criticism in the crisis bargaining context? ahewer lies in a key differences be-
tween the contexts. In crisis bargaining, whether a govemrfollows through on its promises,
i.e. takes military action when its opponent does not cégdituto threats, is a public act. In the
context of international agreements, whether or not a gmment complies with its obligations is

far from public. Compliance behavior in virtually every ¢ert governed by international agree-
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ments (trade, human rights practices, environmental gtiot® is very difficult to monitor, even
if a particular audience was willing and able to punish itseggoment for noncompliance. This
creates the unique potential for dispute settlement mesimsto act as costly signaling devices
that can play a key role in alleviating the informationaladigantage suffered by audiences.

However, this paper also delivered bad news for theoriesotompliance costs in the context
of international institutions. The credibility of creddodtommitments and the costliness of audience
costs are far from guaranteed. Specifically, the abilityhefinstitution to generate these costs is
constrained by the preferences and political strength@ftidience in question. The institution
cannot take compliance further than the audience is willtimgo. At one extreme, when the
audience supports non-compliance, providing them inftionabout their government’s decision
can potentially create incentives to decrease compliabess extreme, though still troubling, is
the fact that audiences who only weakly prefer compliancevtoo are politically weak do not
generate significant noncompliance costs, and therefomotoonstrain their government from
misbehaving.

This paper also generated empirically testable predistidiout pre- and post-dispute behavior
of governments, as well as the likelihood of observing autispPre- and post-dispute government
behavior reflect features of the audience. Audiences thatgly prefer more compliant policies
place a tighter leash on their government, and as a resukie i@ir government more compli-
ant with its obligations. The likelihood of observing a disp depends on the degree to which
governments anticipate audience punishment in theiaimtbncompliance decisions.

This analysis also explained a puzzling empirical phenamenf democratic governments
are thought to be more likely to honor their internationateggnents (i.e. with lower tariffs,
(Milner and Kubota, 2005)), then why are they so much morelyiko find themselves as de-
fendants in front of international dispute settlement be@i This phenomenon arises, at least in
part, because democracies are the ones for whom the infonvtadinsmission role of dispute set-

tlement is most effective. Autocracies, whose audiencedesms able to mobilize and influence
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their government’s policies, even when they have suffidigiotmation about their government’s
behavior, do not get litigated against because transmittiformation to their audiences is less
likely to justify the costs of litigation for a potential prdiff.

Finally, this paper weighs in directly on a prominent debater whether multilateral or-
ganizations are democracy-enhancing or hindering (Kemhdacedo and Moravcsik, 2009,
2011; | Gartzke and Naol, 2011). As Keohane, Macedo and Msitav@2009) highlight, the
debate over multilateral organizations (MLO’s) is oftentvibeen those touting their prag-
matic benefits and those critical of the possibility that Mé@an undermine democracy.
Keohane, Macedo and Moravasik (2009) describe a varietysafmanisms through which MLO’s
can actually enhance democracy. A key battlefield in thisi@ent, and in subsequent criticism
(Gartzke and Nabi, 2011) and response (Keohane, Macedo aral/bsik, 2011), is over the
concept of representation. This paper demonstrates atmdtgpowerful way that institutions
can enhance representation, via their ability to providermation. Government policymaking is
often an exercise in balancing competing special intenestgs, with the preferences of broader
audiences often receiving less emphasis than the prefserfcconcentrated, well-organized
groups. In part, this stems from the informational advaatagjd by special interest groups. They
can better monitor government policy and better choose wdherobilize against policies that are
contrary to their interests and when to husband their ressuwhen their government chooses
policies in line with their interests. Broad, diffuse autie do not have this luxury. However, if
international institutions, and features like public andtty dispute settlement bodies, can lessen
the informational advantage of special interest groupsn tthis is a clear improvement in the

representativeness of policies chosen by elected officials

37



Figure 2.1: Effect of Audience Preferences on Optimal Rlesute Policy
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Figure 2.2: Effect of Audience Strength on Optimal Pospdis Policy
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Figure 2.3: No. WTO Disputes vs. Estimated Alpha
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Horiz. axis is the estimate of alpha from Gawande et. al. (2009). Higher values indicate greater concern for aggregate
welfare. Vert. axis is the number of WTO disputes against the country. For fitted regression line, Coeff. = 0.40, SE = 0.05.
Excludes the U.S. (alpha = 26.14, 95 disputes), E.U. (av. alpha = 9.49, 67 disputes) and Singapore (alpha = 404.29, 0 disputes).
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Chapter 3

Macro-level Evidence: The Strategic

Timing of Trade Disputes

Legalized dispute settlement mechanisms (DSMs), whicreagingly accompany international
agreements, are thought to play a particularly importakg o facilitating international co-
operation because of their ability to transmit informatetsout the behavior of member states
(Mansfield, Milner and Rosendcrff, 2000, 2002; Rosendd@@05). When one member state
violates an agreement, another member state can use themagres DSM to sound the alarm.
Hearing the alarm, domestic audiences punish the offergtingrnment. The alarm mechanism
raises the costs of defection, which makes cooperation attnactiveex ante While not always
linked to dispute settlement, the ability of internatioimedtitutions to raise the costs of defection
by informing, activating, or mobilizing subnational actds at the core of existing theories of
international cooperation based on credible commitm@&itarfions, 2000; Simmons and Danner,
2010) and audience costs (Tomz, 2007).

Despite the benefits of sounding the alarm, the occurrendespiites is neither immediate nor
automatic. At virtually every DSM forum, there is signifi¢arariation in when disputes occur.
Often, a large amount of time elapses between when one mestdierviolates an agreement

and when the aggrieved member state initiates a legalizgdithi, if any dispute occurs at all. If
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institutions, and DSM’s in particular, are important alarmachanisms, then why do member states
wait months, or even years, before sounding the alarm?

The World Trade Organization’s (WTO) Dispute Settlementehstanding (DSU) is one of
the world’s most sophisticated and important forums fotliset interstate disputes over trade
barriers. Under the DSU, members regularly request catsutiis and bring formal litigation
against one another over real (or perceived) violations #ONaw. To date, over four hundred
cases have been brought before the WTO’s DSU, coveringsgivesue areas of international trade.
Yet, even in such an advanced DSM, there is significant vaniabh whether and when a dispute
occurs. When a WTO member is suspected of violating WTO laspules sometimes occur
quickly, within months of the perceived violation. Othengs, one country will wait years before
ever challenging a particular trade barrier enacted byhematountry. Many WTO-inconsistent
policies never receive any scrutiny at the DSU. Even aparhfbroader theories of institutions
and cooperation, this is important variation in search okeaplanation because these disputes
affect significant international trade flows and the dispuitemselves impose significant costs on
the litigants.

| argue that features of the audience who gains informatiom fa dispute influence the costs
and benefits of a dispute, and subsequently dispute timimg.tHe plaintiff country, a dispute
is valuable largely because of the prospect of changing ¢ffiendant’s policies. The reaction of
audiences to the dispute potentially compel the governneebting its policies in-line with the
desires of the plaintiff and the terms of the internatiorgreament. The audience’s preferences
and political strength affect the magnitude and directibrthat reaction. From the plaintiff's
perspective, a dispute has the best chance of changingddefiegovernment practices when the
listening audience is strong and supports compliance. i§pude informs the audience that their
government has chosen policies contrary to audience prefes, then their reaction might be to
punish their government with the goal of changing its pekcilf the dispute informs the audience

that their government has chosen policies in-line with thdience’s preferences, then the audience
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is unlikely to react negatively. The effect of audience tiacis magnified by the political strength

of the audience; the reactions of strong audiences are meriant than the reactions of weak
audiences. Disputes, therefore, should be most likely vehehences are “willing and able” to

encourage the defendant government to comply.

| test this prediction by modeling the timing of disputesiagaa particularly important subset
of U.S. trade policies, antidumping (AD) petitions and caumailing duties (CVD’s). AD and
CVD petitions have been the targets of a large portion of tHeOW caseload (Bown, 2004) yet
are relatively opaque policies. | find that the timing of WThattenges to AD and CVD tariffs
is consistent with the above predictions. U.S. tariffs amrarlikely to be targeted by WTO dis-
putes when broader U.S. audiences are willing and able focstfsee trade policies. As national
elections approach, disputes are more likely when macraeoa indicators, like unemployment
rates, suggest support for free trade. U.S. trading partead to delay disputes as elections ap-
proach when unemployment is high.

This paper is the first (to my knowledge) to empirically amalythetiming of disputes as
opposed to their number or occurrence (Bown, 2)(Bavis, 2011; Davis and Shirato, 2007;
Davis and Bermeo, 2009; Sattler and Bernauer, 2011). Ghesignificant variation in the tim-
ing of disputes, understamwghenthey occur is as important as understandiigetherthey occur.
The results show that dispute timing is consistent with jgtexhs derived from alarm theories of
DSM's. The alarm mechanism is an important role for insioios, but its effect of member state
behavior is constrained by features of the audience hetrenglarm. | also show that functionalist
explanations for the effects of international institus@n member state behavior, like those based
on information transmission, can operate in simultangowi#th more realist explanations based
on power politics. When explaining whether or not “instibuis matter,” the answer need not be
a stark yes or no. Both institutional effects and power mslitan be important explanations for

member state behavior.
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Information and Domestic Audiences

One theoretical explanation for how international insittas affect member state behavior is that
institutions transmit information to particular audieacerho can punish their leaders for defec-
tions from international agreements. In audience costsritg® the audience is often thought
of as a set of voters and punishment is electoral: leadershmbak their international agree-
ments are not returned to office (Tamz, 2007; Mansfield, Miarel Rosendorff, 2000). In her
theory of credible commitments, Beth Simmons (2000) arghes relevant audiences consist
of private economic actors. A government’s IMF Article Vbbligation “mobilizes a new set
of external actors (private economic, governmental, agdljevho may exert pressure to com-
ply on a government that is considering or engaging in rutdation” (pg. 821). These types
of arguments have been made in a variety of contexts, rarfgimg international trade agree-
ments |(Bthe and Milner, 2008; Mansfield, Milner and Rosefid2000) to bilateral investment
treaties |(EIkins, Guzman and Simmons, 2006) to human ri@@itamons/ 2009) to war crimes
(Simmons and Danner, 2010).

The informational problems facing domestic audiences éncitntext of trade policy are par-
ticularly acute. Audiences may know whether their govemseipports free trade broadly, but
likely cannot monitor opaque trade policies like antidungppetitions, countervailing duties, or
non-tariff barriers. Alexandra Guisinger (2009) arguest troters in congressional elections of-
ten did a poor job of matching their preferences with thetigpatterns in regards to the Central
American Free Trade Agreement. Daniel Kono (2006) argussigmocracies deliberately choose
“optimal obfuscation” for their trade policies, in orderawoid electoral punishment. In the United
States, relatively obscure trade policies like antidurggigtitions get very little media attention,

even though they are important trade policy tools. A seaf¢h®. newspapers from January 1999
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to January 2012 for the terms “antidumping’ within 100 wef 'United States,” yields only 390
resultst

Dispute settlement can play a key role in transmitting infation to subnational actors and
ameliorating this informational problem (Dai, 2002, 20B@ng, 2008; Mansfield, Milner and Rosendorff,
2002). When a government violates the treaty, another megtéi can initiate a dispute, which
“sounds the alarm” that a violation has occurred. Equippét this new information about the
behavior of their government, audiences can punish or cethair elected officials accordingly.

The WTO’s DSU acts as just such a fire alarm and informatioartighousel (Rosendorff,
2005). One member state government, the “complainant,faamally request consultations over
objectionable practices of another member state, thedredgmt.” The disputants attempt to nego-
tiate a solution, but if they fail to reach a resolution, tltay request the establishment of a Dispute
Resolution Panel, which hears the case and issues a rufitige fespondent loses and does not
bring their trade policy in line with the panel’s ruling, tipanel approves compensation for the
complainant, usually allowing them to raise their own trhderiers against the respondént.

Two features of the WTO’s DSU process make it particularlpamiant for information trans-
mission: the ability of the WTO to heighten awareness abdaiaittons and the costliness of
litigation. In discussing a 1999 dispute between Chile amgleAtina over vegetable oil tariffs,
Tussie and Delich (2005) write: “Although accessible ordyhighly profitable sectors because
participation is too costly and time consuming, the WTO jfes the intangible benefit @xpo-
sure Pressure through exposure can help countries unable allingwo retaliate to obtain more
favourable results than in bilateral or regional instantegact, WTO rulings act as magnifying
glassof countries’ (WTO-incompatible) trade policies” (23, engsis added). Tellingly, the two
parties initially sought to address this dispute under tigpeces of MERCOSUR, yet these efforts

failed. While they do not explicitly attribute the failuré the MERCOSUR process to these rea-

1Search conducted in Lexis Nexis Academic using “U.S. Newspmand Wires” and the terms “antidumping!
w/100 united! state!” on March 20, 2012.

2This is a slight simplification. Parties can request an appea the Appellate Body can evaluate the actions of
the original panel.
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sons| Tussie and Delich (2005) note that the MERCOSUR sffeere “out of the public eye and
at the same time it was both fast and low-cost” (30).

Litigation costs are another important feature of dispetdament because they force potential
plaintiffs to be strategic. Because DSU disputes consumgeinse amounts of resources, member
states cannot simply initiate a dispute over every instarigarotectionism by another member
state? Significant litigation costs associated with WTO disputeskenthem a costly and more
credible signaf. Since disputes are so costly, no government can afford towolf” every time
they want to accuse another member state of violating WTé&srul

The DSU's role in heightening awareness was evident innatesnal efforts to address one
particularly opaque, yet important, U.S. trade policy aming the practice of “zeroing.” Zeroing
refers to the accounting procedures used when U.S. buseaesrcalculate whether to impose
tariffs on certain imports and how large those tariffs sddug® Zeroing had long been a source
of contention between the U.S. and many of its trading pestraand it been used since long before
any other countries challenged its legality at the WTO.

Zeroing came to play an important role in several high préilEO disputes with the European
Communities and othefsUntil other countries decided to object to zeroing usingranal WTO

dispute, however, media coverage of this issue was viytualh-existent. Media coverage of

3By one estimate, a typical WTO dispute costs the litigants million dollars apiece, which is a nontrivial sum
when considering the size of the bureaucracies chargedhaitdling WTO litigation, especially in small countries.
Litigating disputes also takes time, which entails an opputy cost of using litigation resources for other potehti
violations| Davis and Shirato (2007). For countries unféanivith the DSU process, gaining experience about this
legal arena entails the start-up costs of learning to arffaetiely in front of the DSU Davis and Bermeo (2009).

4This is similar to the arguments made by Christina Davis {301 discussing how governments often engage
in WTO disputes as a costly way for the government to reassomeestic firms that the government is committed
to defending the firms’ interests. Counter-intuitivelye tfact that WTO disputes are expensive, and thus a more
costly signal, may make them more credible informationgmaission mechanisms than other options. For instance,
if an aggrieved country simply issued a press release benganother country’s trade policies, no one would pay
attention because this action would be costless, and the@ear incentives to misrepresent.

SWhen U.S. bureaucracies investigate whether or not anothartry has sold goods on the U.S. market at below
market price (i.e. dumping), they calculate dumping maggar the amount below fair market price that the goods
are being sold, across different companies and countriégnvd particular firm is actually selling the goods at above
market price, which would result in a negative dumping martfie U.S. “zeroed” these margins, rounding them down
to zero, and artificially inflating the amount of dumping thets occurring. For a more extensive review see: Alford
(2006).

8Argentina, Brazil, China, Taiwan, Hong Kong, India, JapBauth Korea, Mexico, Norway, Turkey and Canada
were also involved in disputes with the United States oveoimg in some fashion, either as third parties or by
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zeroing did not begin until June of 2003, shortly after thedpean Communities initiate legal
WTO action against the United States over the practice. rAfiat, media coverage of zeroing
increases sharply, with coverage even reaching the pagagbfwell known publications as the
New York Times and Washington Pdst.

While zeroing was a particular trade issue that attractegfnational attention, the same pat-
tern holds when looking at other trade policies. The numlbdrits for the Lexis Nexis search
described above decreases from 390 to 265 when the term dWoalde Organization” is ex-
cluded. About a third of the coverage of antidumping patgiancludes some reference to the
WTO. [Chang, Golden and Hill (2010) argue that increased anedverage of the behavior of
politicians goes a long way towards helping the electoratd politicians accountable. The addi-

tional exposure resulting from WTO disputes raises thelgrofipreviously opaque trade policies.

The Puzzle

If dispute settlement is an important way that internationstitutions can transmit information
and activate domestic audiences, then a crucial questiavhisn should these disputes occur? If
disputes sound an alarm that causes the defendant to cheigpdlicies, then plaintiffs should
initiate disputes quickl§. Delay only lengthens the amount of time that the plaintiffens from
the defendant’s non-compliant policies. Yet variationimihg of disputes is the norm, rather than
the exception. Plaintiffs rarely initiate disputes immnegdly after violations occur, and the amount
of time between the defendant’s alleged violation and taenpff’s resulting decision to initiate a

dispute is often significant.

challenging the practice of zeroing in other DSU disputesoihg became an important issue especially in Canadian
complaints against U.S. tariffs on imports of Canadian lamb

"The initial search used the terms “united states and dungsidgeroin! and commerce” in Lexis Nexis Academic
Universe, in US Newspapers and Wires and Major Newspapeas;ised on 10/05/10. The two articles referenced are
“A Trade Battle is Brewing Over U.S. Antidumping Feebleéw York Time&/18/2004 and “Jumbo Shrimp Follies,”
The Washington Podt1/15/2004. There are over 100 hits using those search thahsccur after June 2003. The
first mention of zeroing is in “European Commission ProtésssMethod Of Calculating Anti-Dumping Fees'he
White House Bulleti6/13/2003.

8For clarity and consistency, | will refer to parties as théafptiff” and “defendant” even though they may have
different names under different DSM’s.

a7



To see this variation in timing of disputes, consider thetebhiStates’ practices regarding AD
and CVD petitions. In the United States, domestic producarsfile petitions with particular
federal bureaucracies, the International Trade Commg$icC) and Department of Commerce
(DOC), when they suspect that exporters from foreign ceem@re “dumping:” selling products
in the United States at below market price either becauseeaufapory pricing or subsidization
by the foreign government. After a U.S. firm files a petitidme televant bureaucracies evaluate
whether dumping is indeed occurring and whether the U.S. timnbeen harmed as a result. If
so, they issue an affirmative preliminary ruling, and plaeeifs on the goods in questionThe
bureaucracies and petitioning firm then enter into a leegtevidence-gathering phase in order
to make a final ruling. If the bureaucracies issue affirmdiival rulings, the preliminary duties
stay in place until they expire or are revoked when dumpimdesmed to have ceased. Petitions
are very successful at the preliminary stage, with the ntgjogceiving an affirmative preliminary
ruling.

The tariffs resulting from AD and CVD petitions have been #ipalarly contentious issue at
the DSU. Disputes concerning AD and CVD petitions make upgelaart of the DSU’s caseload,
and in virtually every case concerning these tariffs, theQ\iRs ruled in favor of the complainant
on at least one issue in the case (Bown 2005, 516-517). AD &fidl €ases also account for a
large proportion of the WTO litigation targeting the Unit8thtes: of the 111 instances in which
the United States has been named as a respondent in a WT@edigmee 1995, 42 (approx. &9
were focused primarily on AD and CVD actiof5The AD and CVD processes have thus often
generated DSU-actionable trade barriers and foreign gavents largely have been successful in
their legal challenges.

Yet there is significant variation in the timing of DSU disesitagainst AD and CVD tariffs.
shows the distribution of the length of time elagp®etween when an AD or CVD peti-

9The CVD process is slightly different from the AD process, ey are similar enough for the analysis here. The
description here most closely describes the AD process.

0This tally actually understates the importance of AD and Qdé4iitions to the United States’ experience with the
DSU since | only counted disputes which specifically refeezghAD or CVD in their official WTO DSU title.
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tion received an affirmative preliminary ruling and the igregovernment harmed by the resulting
tariffs chooses to initiate a DSU dispute over that tafiffSome tariffs are challenged relatively
quickly; the foreign government requests DSU consultatieithin a few months of the affirma-
tive ruling. Other tariffs are in place for years before tbeefgn government challenges them at
the DSU.

Why would the foreign government whose exporters were hdribnyeAD and CVD tariffs
wait before challenging them at the DSU? The tariffs disehtirm the interest of foreign export-
ing firms, and the petitions can have significant chillinggefé on a country’s aggregate imports
(Vandenbussche and Zanardi, 2010).

Existing explanations for DSU disputes focus on explairimgpoccurrenceof disputes rather
than thetiming of disputes. For example, Sattler and Bernauer (2011) shague “gravitational
explanation:” dyads involving larger countries with largeade flows between them experience
more DSU disputes. Yet the sizes and trade flows among dyadtats/ely constant over time.
By and large, big countries stay big, and small countrieg staall. The trade intensity of dyads
relative to other dyads is also fairly constant. Even wittlispute-prone dyads, like the United
States-European Communities dyad, there is significamti@m in the timing of DSU disputes
that cannot be explained by the countries’ sizes or traditensity.

Legal explanations are also important for dispute occeeen For example, a coun-
try’s legal capacity may affect its ability to initiate disies (Busch and Reinhardt, 2003;
Busch, Reinhardt and Shaifer, 2009; Guzman and SimmonS; 2@®n, Mavroidis and Nordstrom,
1999). High-capacity countries initiate more disputes.t, Yegal capacity is also fairly time-
invariant. There is rarely significant variation in a coyrglegal capacity from month to month.
Other legal explanations that focus on forum shopping (Bu2607) are also ill-equipped to
explain the timing of disputes since the relative attrastess of different venues does not vary

significantly over time.

1This figure is limited to the petitions that received affirimatrulings after April 1994 and were petitions against
WTO members, since only WTO members can use the DSU.
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Power politics are also important. Countries use traddiaéitasn to punish other countries’
noncompliance with WTO-rulings. Plaintiffs should be midstly to initiate DSU disputes when
the defendant is most sensitive to direct punishment by liatgf and when the plaintiff is most
immune from “counter-retaliation.” The threat of this psimnent is more potent when the de-
fendant exports more to the plaintiff. If the defendant expoothing to the plaintiff then the
plaintiff has no defendant-exported goods to “hold hostaBetaliation after a dispute also risks
counter-retaliation cycles. The threat of a retaliatoadé war from the defendant is more acute
when the plaintiff exports more to the defendant. Convgysiethe plaintiff does not rely at all on
exports to the defendant, then the respondent has no “aeilméat” with which to deter litigation.
Bown (200%) finds that retaliatory capacity is an important determirfanparticipation in WTO
litigation, even when controlling for other important qtiéies like the amount of exports at stake.

Finally, lobbying by firms in the plaintiff country is also portant (Davis and Shirato, 2007,
Davis, 2011). Some countries file disputes in order to ptacmmestic firms who have been
harmed by foreign barriers. These explanations emphasips&firm variation: firms in “static”
industries who can tolerate the lengthy DSU process mooegly lobby their government for lit-

igation. However, these cross-firm or cross-industry attaratics are also largely time-invariant.

The Argument

Features of audiences in the defendant country are imgal¢derminants of the timing of disputes.
Specifically, the preferences and political strength o$téhaudiences affect how the audience reacts
to adispute, and in turn, whether or not a dispute is an ittesgption for the complainant. When a
plaintiff can use a dispute to mobilize, activate, or infastrong, compliance-supporting audience
in the defendant country, then the benefits of a dispute are likely to outweigh the costs. When

a dispute could potentially mobilize a hostile audience ould only succeed in mobilizing a weak

audience, the expected value of a dispute drops, from thtiffia perspective.
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Consider variation in the preferences of domestic audenthe WTO proscribes free trade;
its “overriding objective is to help trade flow smoothly, dig, fairly and predictably?* Yet
the general public rarely, if ever, supports zero proteisim. The degree of support for free
trade often varies with macro-economic conditions. Bengsind Cline [(1983) describe how
“high levels of unemployment are the single most importanirse of protectionist pressure.”
Mansfield and Busch (1995) find that higher unemploymentss@ated with increased non-tariff
barriers since unemployment creates demands for protechMansfield and Mutz (2009) argue
that perceptions of trade policy’s effects on the economg aole affect individuals’ attitudes
about free trade. Support for free trade may wax and wanetiovey especially as macroeconomic
conditions improve or worsen.

Also consider variation in how much the defendant goverrtroares about possible audience
reactions. Governments vary over time in the degree to wthiei are sensitive to the preferences
of broader audiences. One motivation for the vast amourtssture on political business cycles
is that argument that during an election year, politiciargsraore sensitive to the general public
(Nordhaus| 1975). As elections approach, politicians skgaolicies with the goal of reaping
electoral reward. When the specter of elections does nat E®large, politicians are more free to
pick policies that diverge from the preferences of theictleate.

Existing research has focused on cross-national variatiteaders’ sensitivity to public pref-
erences. James Fearon (1994) original argument aboutrenedi®sts emphasizes cross-national
variation in regime type. Democracies are more susceptibbudience punishment than non-
democratic regimes, and this affects crisis bargainingabiein |Allee and Huth|(2006) find that
democracies are more likely to use legal dispute settlefoetdrritorial disagreements.

Combining variation in audience preferences and strengtlis/ a conditional hypothesis:
when the defendant government is sensitive to audiencerprefesand when those audiences

prefer free trade, disputes should be more likely. When #ferdlant government is sensitive to

12Quoted previously in Rose (2004), framtp : / /www.wto.org/english/rese/doloade /inbre.pdf
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audience preferences and those audiences are more supmdntirotectionism, disputes should
be less likely. Disputes should be more likely to delay dispwntil the defendant government is

less sensitive to pro-protectionism audiences.

Modeling the Timing of Disputes

To test whether audience features affect the timing of DStputes, | use data describing the
lifespan of trade barriers resulting from United States Aid £VD petitions. The key feature
of the data is that they track a set of potential DSU disputes @describe whetheaind when
those disputes occurred. | first use Chad Bown’s “Global dumiping Database” and extract
all of the AD and CVD the petitions filed by U.S. firms from Apaf 1994 to October of 2009.
Each observation in the Bown dataset describes one pantigetition and contains information on
the time of its initiation, the target country, the produatfected, the rulings of the relevant U.S.
bureaucratic bodies at the various stages of the procesdaths of these rulings, and any resulting
WTO litigation®* The choice of the starting date reflects important instdi changes to the
WTO. April of 1994 marks the date of agreement for the tramsifrom the old GATT regime
to the new WTO regime, which included significant changesgesl to strengthen the dispute
settlement mechanism. These changes went into effect imdaf 1995. | exclude AD/CVD
petitions filed earlier in order to hold the institutionales of the dispute settlement mechanism
fixed throughout the analysis. | also excluded petitionswexe filed against countries that were
not WTO members at the time of filing. This ensures that theifpr country targeted by the
petition is able to initiate a DSU dispute against the Uni&dtes for the entire lifespan of the
petition.

| break each AD/CVD petition down into monthly observatipss the unit of observation is

the petition-month. 1 first begin observing a petition in thenth that it receives the necessary

13This is just part of the information contained in this exieaslataset. It covers many other countries as well as
other trade policies like safeguard actions. Its scope prehensiveness, and public availability are impressivk an
appreciated. The website for this datéigp : //people.brandeis.edu/ chown/global_ad/.
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affirmative preliminary rulings, and is awaiting a final ndi. As described above, this is the first
stage of a petition’s lifespan in which tariffs are appli€etitions that do not pass the necessary
preliminary rulings do not result in tariffé. For clarity, | refer to petitions that have received
affirmative preliminary rulings as tariffs.

After a petition receives an affirmative preliminary ruljrthe resulting tariff can experience
one of three possible events over the course of its lifesp&TO dispute, a negative final ruling,
or revocation. AWTO Disputeoccurs in the month in which the country targeted by a pasdicu
AD/CVD tariff formally requests DSU consultations over thariff. A tariff can also receive
a negative final ruling from the relevant U.S. bureaucracisch terminates the tariff. Some
petitions receive affirmative preliminary rulings only teceive negative final rulings after the
evidence-gathering stages. A tariff can also be revokdukifélevant bureaucracies determine that
tariffs are no longer warranted.

| group the final two events, negative final ruling and revimegttogether and label them as
Unilateral Removalbecause these events both stem from decisions made bydtb&.aAWTO
Dispute on the other hand, is a decision made by foreign actors. w tha distinction between
WTO DisputeandUnilateral Removabecause it allows me to examine whether the effects of the
explanatory variables differ across the type of event undesiderationWTO DisputeandUnilat-
eral Removahre called “terminating events:” and | do not observe taudfiter either terminating
event has occurreg. If neither terminating event occurs in a particular montie, tariff is labeled
asIn Effect and it is possible for a tariff to still be in effect at the eodmy observation time

period, October of 2009.

14For the petitions that received affirmative preliminarymgk before January of 1995, | only begin observing these
petitions in January of 1995, since this is when aforemeetianstitutional DSU changes go into effect.

151n practice, petitions can also be withdrawn by the petitionn these data, the only instances of withdrawal of
petitions against WTO members occurred before preliminaligigs, which is before | begin observing the petition,
so | do not consider this as a separate event. For a more ed@amslysis of withdrawals, see: Prusa (1992).
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The dependent variabl&};, therefore, is a categorical variable describing the tstaof the
tariff 7 in montht. Y}; takes on a distinct numerical coding depending on whetteetatiff is In
Effector experiences WTO Disputeor Unilateral Removal®

The 574 tariffs combine for 36,697 total months of obseoratime. Of the 574 tariffs, ap-
proximately 14% (78 tariffs), resulted in a WTO dispute ef@ctober of 2009. Approximately
55% (318 tariffs) ended because of unilateral bureauadaticsions. Tariffs that resulted ina WTO
dispute were in effect for approximately 77 months, with aimum of 8 and a maximum of 252.
Tariffs that were removed unilaterally were in effect forarerage of 96 months, with a minimum

of 10 and a maximum of 294.

Main Explanatory Variables

The theory’s main prediction is that disputes are moreyikdten domestic audiences support free
trade and when the U.S. government is most sensitive to fire$erences. To proxy for domestic
support for free trade, | use the U.S. unemployment rate. éseribed above, unemployment is
the one of “usual macroeconomic suspects” associated itlergl support for free tradeéJ.S.
Unemployments a six month moving average of the monthly, seasonallysaeglpercentage
unemployed for people age 16 and over in the United States.

To proxy for the government’s sensitivity to support fordrgade,U.S. Election Years an
indicator variable that is coded 1 in the twelve months pileagthe next U.S. Presidential election,
and zero otherwise. | focus on Presidential elections lsecte bureaucracies involved in AD and

CVD petitions are most closely tied to the executive brarfatiditionally, executives are thought

18|n the parlance of survival models, each tariff is a particidubject. A subject is “born” in the month when
the petition passes its preliminary rulings and is awaitinfinal ruling. A subject “dies” or fails in the month that
it experiences a terminating event. Subjects that do noeréemqce any terminating events before the end of the
observation window can be thought of as right-censoredtidtet filed before January 1995 but after April 1994 are
left-censored until January 1995.

"Unemployment data are from the Bureau of Labor Statisticbsite, http : //www.bls.gov/, Series ID:
LNS14000000, and were accessed on February 16, 2010. Thiegreerage includes the current month and the
five preceding months. | use moving averages to capture braambnomic trends, rather than transitory shocks.
Results do not change if | use one month or twelve month mosstegages for all the variables that are averaged.
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to be responsive to broader constituencies than more nigrinterest legislative members. Since
the theory makes a conditional prediction for these twoaldeis, | interact).S. Unemployment
andU.S. Election YearDuring election years, higher unemployment should beaata with a
lower probability of a WTO dispute.

The theory does not make predictions about the effects ompleyment and elections on
the probability ofUnilateral Removal As explained shortly, this is an attractive feature of my
approach, since it creates an informal and useful placeticofehe theory described above. |If
unemployment and elections have the predicted effect opribieability of a WTO dispute, but
do not have the same effect on the probability of unilateeahaval, then the results are more

supportive of the theory.

Alternative Explanatory Variables

| also include variables to test for alternative explanaifor the occurrence of trade disputes.
The first two variables measure the potential for retaliatishere country A raises tariffs against
country B’s exports as punishment for B’s tariffs. As delsed above, if the defendant exports a
large amount to the plaintiff, disputes should be more Vilsghce the plaintiff has greater leverage.
When the plaintiff exports more to the defendant, they hasgs leverage. Retaliation should also
increase the probability of unilateral removal. Blonige #rusa (2001) show that the possibility
of retaliation decreases the probability that U.S. buresies rule in favor of firms seeking pro-
tection. U.S. Exportaneasures the percentage of U.S. exports that go to the foceigntry and
U.S. Importaneasures the percentage of U.S. imports that come from thigifocountry:8.

The second set of alternative explanations account fontiffaside dynamics. | include the
most commonly used proxy for a country’s legal capacityirther capita GDP. The data féMain-

tiff PCGDP come from the World Development Indicators dataset, measyearly:® Macroeco-

BAgain, | use six month moving averages. Trade data are frenuts. International Trade Commissidrtzp :
//dataweb.usitc.gov/scripts/ INT RO.asp.

1%Busch, Reinhardt and Shaffer (2009) use survey data torcmnst detailed measurement of legal capacity, but it
is only cross-national and not time-series.
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nomic and electoral dynamics in the plaintiff country magoehffect the probability of a dispute.
Plaintiff Electionis an indicator variable that is coded 1 if the foreign coumgrwithin 12 months
of its next major election, and zero otherwiddlaintiff Unemploymentodes the unemployment
rate for the plaintiff country. As with the predictions for&l elections and unemployment, | also
include their interaction.

Note, An important feature of the variables described almtreat they are time-varying. Bown
(200%) and Horn, Mavroidis and Nordstrom (1999) argue that thieestaf the case are important.
If a country can expect to regain a larger amount of its exggirould the offending tariff be lifted,
then they are more likely to initiate a dispute. The legatrsgth of a case also affects whether
or not to file a dispute. If a country does not expect to winnttieey will be less likely to file
a dispute. | do not explicitly test these arguments here usec#hey are largely time-invariant
explanations. This is not to say that they are unimportantrdther, they are less likely to explain

variation in thetiming of disputes.

Empirical Models

| estimate the effects of the explanatory variables on theistof a tariff (n Effect, WTO Dispute,
Unilateral Removalin two ways. First, | use a Cox proportional hazards modeigiimate the
effect of the variables on the risk &/TO Dispute This approach is often used in modeling
time-until-failure data. Specifically, | estimate the riska WTO Disputefor tariff i at timet:
h(t| X)) = h(t)exp(X:3).2° This approach has the advantage of being able to estimagffeuts

of the explanatory variables on the risk NI O Disputewhile leaving the underlying, or baseline

risk, of aWTO Disputeduring timet, h(t) unspecified:

20The dependent variable is an indicator variable that equilthe tariff experienced 8TO Disputeduring that
month, and zero otherwise.

2INote that timet, is measured from the month that the petition receives amefive preliminary ruling, i.et = 1
refers to the first month of a tariff’s lifespan. This is digti from calendar time. | will control for possible trends in
calendar time by including cubic polynomials that measalercdar time, i.eMonth= 1 refers to the first month in
the sample (January of 1995).
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The second approach accounts for the possibility of comgeisks between the two events.
In the data, when one failure event occurs, it precludes tiher @vent from occurring, i.e. when
a tariff is unilaterally removed, it cannot then experieac®/TO dispute? The first approach,
using a Cox model that treatsnilateral Removahs an instance of right-censoring, is best when
the risks of the two events are independent (Sueyoshi, 182230)> Theoretically, there are
reasons to suspect that the two risks are not independeningtance, if a country decided not to
initiation a WTO dispute because it thought that the taridiswikely to be unilaterally removed,
the independence assumption would be violated.

To account for this possibility, | also model the probakilif the two events jointly, using a
Bayesian multinomial probit (MNP) model from Imai and vankJ2005) which does not require
any assumptions of independence among the fiskihe MNP also allows me to compare the
effects of the explanatory variables on both risks, anaty#ie direction and magnitude of certain
variables on the risk of W TO DisputeandUnilateral Removal

Following Imai and van Dyk| (2005), | let the observed multmal variable,Y;;, take on a
distinct value depending on the status of taiitit time¢. Letj = 1,2,3 index the 3 statuses,
WTO Dispute, Unilateral Removal, In EffecCall j = 3, In Effect the base category. Let
Wy = (Wi, Wie) be a vector of 2 latent variables, associated WitfiO Disputeand Unilat-

eral Removalfor tariff ¢ at timet. The observed variabl&;, is modeled in terms of;,; via:

2t is technically possible that a country could initiate a @@ispute over a unilaterally removed tariff, but this
does not occur in reality. Similarly, the U.S. could unitalty remove a tariff in response to a WTO dispute, but this
would not occur via a negative final ruling or revocation.

Zn the latent failure time approach to time-until-failuresdysis, each observatioiyhas a latent failure timd;;,
for each of thej competing risks. We only observe the first failunein (174, 1>, ..., T} ), or failure due to the risk for
which the latent failure time is the quickest. The indepemgeassumption says that these latent failure times, the
T;;'s are conditionally independent of one another.

24The multinomial probit model is often associated with thaaept of discrete choice, where an agent can choose
from a menu of actions or options. Examples are voters chgaghich candidate to vote for from a list or consumers
choosing what brand of a good to purchase. The multinomédipmodel is not limited to choice; it can also describe
any situation where the model is of a dependent variabledfiattake on any of a number of distinct values. For
analyzing categorical data, the MNP is often preferred ¢onttultinomial logit (MNL) model because the MNP does
not require an Independence of Irrelevant Alternative8)(Assumptions. The IIA assumption made in the MNL
approach are very similar to the assumption of independeihmempeting risks in the time-until-failure approach.
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0 if max(Wy) <0
Yil(Wi;) =
J if max(Wit) = Witj >0
wheremaz(W;;) represents the largest value in the vedtgy. The latent variables are modeled

as a function of thé& observed covariates.

Wi = XS+ eir, e ~ N(0,%)

X, is amatrix of2 x £ matrix of observed covariates afds ak x 1 vector of coefficientst =
(o1,) is a positive definit€ x 2 matrix. For identification, the model assumes that= 1. The
Bayesian approach implemented here uses the MCMC procdduetoped by Imai and van Dyk
(2005) to sample to sample from posterior distributionsiadnd X2, based on particular prior
distributions. | use very agnostic priors, where each etgmé 5 is distributed normally with
mean0 and variance 00.2> For the main MNP model, | used a burn-in of 20,000 draws and kep

every fourth draw from 70,000 subsequent drafvs.

Results: Risk of a WTO Dispute

[Table 3.1 shows the coefficients estimated from the abover@mdel, using a series of model
specificationg’ The first model includes only the main explanatory variakled the retaliation
variables:U.S. Elec. YearU.S. Unemploymentheir interactionU.S. ExportandU.S. Imports
The second model adds variables describing Plaintiff-digeamics: Plaintiff PCGDP, Plaintiff
Unemploymen®laintiff Electionand the relevant interaction. The third and fourth modetsant
for possible calendar year trends with a counter varialaleldagins at 1 for the first calendar month

of the dataset. | also include the quadratic expansion ofdi@ter.

25Setting the prior variance tt0 means that the prior distribution is very diffuse and uriike influence results.

26For the models with calendar month and age polynomials dedas covariates (described below), | set the prior
variance to 80, used a 15,000 draw burn-in, and kept everytfainaw from 60,000 subsequent draws.

27| used thecoxphprogram in the Zelig package for R (Lam, 2007). The regressise robust standard errors and
the Breslow method for breaking ties.
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The results support the theoretical predictions. Durin§.&lection years, increased unem-
ployment lowers the risk of a WTO disput®.Conversely, during non-election years, increased
unemployment is weakly associated with a higher risk of a Wil$pute. This is consistent with
the possibility that plaintiffs wait until non-election ges to initiate WTO disputes. If the plaintiff
knows that the U.S. is in an election year, and is more hastifeee trade, they are more willing
to delay their WTO disputes for fear of not gaining concessifsrom the dispute, or worse, of
provoking backlash.

Other theories receive mixed support. For retaliationtaased U.S. exports to the plaintiff
are associated with a higher risk of a WTO dispute as pratliddeit increased imports from the
plaintiff, i.e. weakened plaintiff leverage, are also wWgakssociated with a higher risk of a WTO
dispute. Tariffs against richer plaintiffs have a weaklgher risk of WTO disputes. Explanations

based on plaintiff unemployment and electoral dynamicsivedittle support.

Results: Competing Risks

reports summary statistics of the posterior diessor the coefficients in the multinomial
probit specificationd? The top half of Tablé Table 3.2 reports the coefficients feraffect of the
covariates on the probability of WTO Disputeelative to the probability that a tariff remaihs
Effect The bottom half reports the coefficients for the effect &f tvariates on the probability of
aUnilateral Removatelative to the probability that a tariff remaitsEffect A positive coefficient
means that an increase in that covariate increases thelplitbaf that event, relative to the base
category [n Effec). | report the mean and 9% confidence bands associated with each covariate’s

posterior density, for & TO Disputeand forUnilateral Removal To (greatly) ease interpretation,

28Recall that the “total” effect of unemployment accounts floe coefficient on the interaction term and the
constituent terms. For example, the “total” coefficient tmremployment during an election year in Model 1 is
—5.44 + 0.088 = —0.456.

29| use the same progression of models as in the Cox results) lddels with calendar month trends, | also add a
guadratic age polynomial. Thgevariable is a counter that begins at 1 for the first month thatiff is In Effect |
also includeAgesquared. This is akin to the baseline hazard in the Cox approa
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| focus on the substantive effects of the variables of irsieoa the probability of &VTO Dispute
andUnilateral Removal

First,[Figure 3.p shows the effectsdfS. Unemploymenbroken down byJ.S. Election Year
on the probability of aVTO Dispute® The pattern from the Cox regressions again is apparent
in the multinomial approach. During election years, higheemployment decreases the proba-
bility of a WTO dispute. Other countries are less likely tdiate WTO disputes against the U.S.
during politically sensitive times when broader audienaes more supportive of protectionism.
Conversely, higher unemployment increases the probabilé dispute during non-election years.
During times of high unemployment, other countries delayrtimitiation of WTO disputes against
the United States until less politically-sensitive timeipds.

Second[ Figure 3|3 shows the effectslbB. Unemploymenbroken down byU.S. Election
Year, on the probability olUnilateral Removal Importantly, the inter-electoral dynamics associ-
ated with the a WTO dispute aret present when considerifgnilateral Removal Regardless
of election year, higher unemployment decreases the pildipadd Unilateral Removal This is
consistent with_ Hansen (1990) who finds that higher inddstvgl unemployment increases the
probability of affirmative ITC rulings! During times of higher unemployment, the U.S. is less
likely to unilaterally remove its tariff barriers.

This finding is also an informal placebo test of theory prambabove. We would not expect
the political economic effects of unemployment and eledtdynamics that affect the probability
of a WTO dispute to also affect the decisions of bureaucratsave making decisions over unilat-
eral removal. Bureaucracies making decisions over affiumatr negative rulings are not elected

officials making decisions in the shadow of a possible batkfeom a broad constituency. While

30For the predicted probability figures, | use thredictcommand included in th®INP package. | drew~ 1,000
draws from the posteriors of each coefficient and calcul#tedprobabilities based on a matrix of values for the
covariates, generating predictions from each posteremwdr he Figures show the means of these predictions. | varied
U.S. Unemploymeiiitom 4.5 to 5.7, which is are approximately the sample 25th#sth percentiles. The continuous
control variables were set to their sample means, RItintiff Election Yeawas set to 1. The vertical axes are the
predicted probabilitiefor a single month-long intervalhich is why the scale of these axes is small. For the predict
probability figures, | used the results from Model 7.

31Blonigen and Bown (2003) find a similar, though statistigatisignificant, result.
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bureaucratic agents are influenced political agents whtv@dheir purse strings, e.g. the chairs of
the House Ways and Means Committee, those principals amdsshto more narrow constituent
interests, rather than a broader reaction to a WTO disptite. ehcouraging for the results that
inter-electoral dynamics are present only WO Disputesand not fortUnilateral Removal

Further support comes from evidence regarding the relstipnbetween the number of AD
and CVD petitions filed and the overall U.S. unemploymenrg.ra/e would be worried if there
was strong evidence that firms or the bureaucracies makicigides over AD and CVD petitions
anticipated possible WTO disputes, potentially biasing &bove findings. If firms filed fewer
petitions in times of low unemployment and more petitionsrimes of higher unemployment, then
that would be evidence that they possibly anticipated &WiTO disputes, and resulting pro-free
trade audience suppoft. Figure|3.4 plots the number of newaADCVD petitions against the
U.S. unemployment rate. Fortunately, we do not find eviderfi@nticipatory behavior. There are
not more petitions filed during times of higher unemployn@nt

Third,[Figure 3.5 and Figure 3.6 show the effects of U.S. elgmnd imports on the probability

of aWTO DisputendUnilateral Removaf® As the U.S. exports more to the country targeted by a
tariff, the country is more likely to initiate a WTO disputearger countries and countries to whom
the U.S. exports more have greater leverage over the UnitdédsSand are therefore better able to
compel the United States to comply with adverse WTO ruliegen when accounting for relevant
political economic concerns. The U.S. is also more likelytolaterally remove protectionist
barriers against these countries. This is consistentiwithiBen and Bown| (2003) who find that

the potential for trade retaliation can deter U.S. antidingpactivity.

32This result is the same if | break the Figure down by electiearyerses non-election years. This result should
not be surprising. When making decisions over whether otmdie AD and CVD petitions, firms focus almost
exclusively on their own situation, not overall economiaditions.. Bowh|(200E) models the decision over whether
to file a petition and whether a WTO dispute results. He do¢$imbsubstantively different results from models that
do and do not account for the first stage, or selection decisifile a petition.

33These predictions set the all other covariates to their sampans, withJ.S. Election Yeaset to 1. The lines
represent the mean of the predictions associated with 3®@sdirom the posterior coefficient densities.
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The opposite is true of U.S. imports. As the U.S. imports nim a particular country, that
country is less likely to initiate WTO disputes against theitdld States, because they have less
leverage over the U.S. even if they were to win a WTO rulingr@gjea protectionist barrier. The
U.S. is also less likely to unilaterally remove protectgifiarriers. This is consistent with existing
work that finds that import surges and import penetratioraarenportant impetus for antidumping
and countervailing duty petitions (Irwin, 2004; Sabry, @0Busch, Reinhardt and Shaffer, 2009;
Allee,IN.d.).

Conclusion

If institutions, and dispute settlement in particular, ianportant alarms that can mobilize domestic
audiences against defections from international agretan#gren why do plaintiffs wait so long
before sounding the alarm? Since countries often wait nsoatheven years before initiating
disputes over violations of international agreements) thelainingwhenthey sound the alarm is
as important as explaininghetherthey sound the alarm.

Accounting for features of the audience who hears the alamegplain variation in the tim-
ing of disputes. If the goal of a dispute is to activate praapbance audiences to mobilize against
offending defendant government policies, then the likelgction of those audiences affects the
expected value of a dispute for the plaintiff. Audiences whrongly support compliance make
disputes more attractive, and politically powerful audesare better able to influence their gov-
ernment’s policies. On the other hand, audiences opposednipliance or impotent audiences
make disputes less attractive. Disputes should be mogsy hdeen domestic audiences are both
willing and able to encourage their government to complytg international obligations.

Data from WTO disputes against the United States is comsigiigh these predictions. Foreign
countries are less likely to challenge U.S. tariffs whentmahns face stronger audiences in favor

of protectionist measures. These findings lend supporitathument that dispute settlement can
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be an important information transmission mechanism. Buhakely, the effects of this mechanism
are circumscribed by the preferences and strength of thereallearning from this information.
The results also showed that informational/domestic anodieexplanations and power poli-
tics/retaliation explanations both affect member stateab®or. Often, debates over whether or
not “institutions matter” are cast in stark terms. On the baed, institutions affect member state
behavior because of a particular role for the instituti@ng, information, credible commitments,
audience costs, etc. On the other hand, evidence of instialteffects on member state behavior
are sometimes thought to be artifacts of underlying powlatioss that govern member state in-
teractions, regardless of institutional effects. Insigios appear to affect member state behavior,
but only because of the power politics underlying intermadi relations. These results show that
the answer need not be one or the other. Rather, both dynaamcbke at work. Just because

“institutions matter” does not imply that “power politicdd not, and vice versa.
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Figure 3.1: Months Between Tariff and WTO Dispute
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Figure 3.2: Effects of U.S. Unemployment on Pr(WTO Dispute)
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Figure 3.3: Effects of U.S. Unemployment on Pr(Unil. Renipva
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Figure 3.4: New Tariffs verses U.S. Unemployment
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Figure 3.5: Effects of U.S. Exports on Probability of Exit
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Figure 3.6: Effects of U.S. Imports on Probability of Exit
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Table 3.1: Cox Models: Risk of WTO Dispute

Model 1 Model 2 Model 3 Model 4
U.S. Elec. Yr. * U.E. -0.544* -1.978*** -0.521* -1.394**
(0.322) (0.588) (0.295) (0.454)
U.S. Unemployment 0.088 1.025** 0.063 0.678*
(0.127) (0.367) (0.162) (0.319)
U.S. Elec. Yr. 3.237* 10.278*** 3.251* 7.469%**
(1.587) (2.960) (2.502) (2.364)
U.S. Exports 0.018 0.280*** 0.025 0.267***
(0.045) (0.068) (0.035) (0.073)
U.S. Imports 0.009 -0.348*** 0.011 -0.336***
(0.038) (0.075) (0.031) (0.087)
Pl. PCGDP 5.41K)°%** 0.000***
(1.35x107°) (0.000)
Pl. Elec. Yr. * U.E. -0.006 -0.003
(0.066) (0.066)
Pl. Unemployment -0.027 -0.021
(0.033) (0.031)
Pl. Elec. Yr. 0.341 0.297
(0.518) (0.544)
Month 0.071*** 0.074***
(0.016) (0.021)
Month Sq. -3.04x1 0~ 4x*x -3.56x 10~ 4***
(7.84x107°) (1.15x107%)
Log-likelihood -404.609 -235.620 -386.981 -226.487
Num. Tariff 574 437 574 437
Num. Disputes 78 52 78 52

Coefficient estimates from Cox proportional hazards modteil mbust standard error8VTO Disputds the failure

event, withUnil. Removtreated as right-censoring.
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Table 3.2:

MNP Models: Risk of WTO Dispute

Model 5 Model 6 Model 7 Model 8
WTO Dispute
U.S. Elec. Yr. * U.E. -0.253 -0.973 -0.300 -0.785
(-0.438, -0.067) (-1.365, -0.606) (-0.562, -0.043) (-5,20.392)
U.S. Unemployment 0.048 0.517 0.046 0.431
(-0.048, 0.143) (0.263, 0.813) (-0.105, 0.176) (0.13550)7
U.S. Elec. Yr. 1.416 5.049 1.720 4.143
(0.463, 2.332) (3.186, 7.056) (0.377, 3.026) (2.163, 6.262
U.S. Exports -0.001 0.135 0.010 0.135
(-0.027, 0.023) (0.069, 0.212) (-0.020, 0.043) (0.07306)2
U.S. Imports -0.017 -0.167e 0.003 -0.169
(-0.034, -0.002) (-0.259, -0.086) (-0.027, 0.031) (-0,285093)
Pl. PCGDP 2.216 x10—° 2277405
(1.013 x10~2, 0.000) (1.074x0~2, 0.000)
Pl. Elec. Yr. * U.E. -0.007 -0.005
(-0.069, 0.053) (-0.076, 0.059)
Pl. Unemployment -0.014 -0.014
(-0.054, 0.024) (-0.062, 0.024)
Pl. Elec. Yr. 0.191 0.162
(-0.303, 0.680) (-0.365, 0.693)
Intercept -3.216 -6.974 -5.009 -7.841
(-3.958, -2.537) (-8.689, -5.383) (-6.120, -2.851) (-9.86.156)
Unilateral Removal
U.S. Elec. Yr. * U.E. -0.240 -0.072 -0.142 -0.025
(-0.368, -0.120) (-0.224, -0.007) (-0.423, -0.051) (-@.1:D.001)
U.S. Unemployment -0.126 -0.033 -0.089 -0.016
(-0.198, -0.058) (-0.122, -0.003) (-0.173, -0.036) (-@,0D.001)
U.S. Elec. Yr. 1.168 0.3460 0.688 0.118
(0.592,1.782) (0.032, 1.092) (0.250, 2.032) (0.007,0.577
U.S. Exports 0.021 0.010 0.015 0.003
(0.005, 0.038) (8.909 x0—*, 0.034) (0.004, 0.039) (6.9828°, 0.017)
U.S. Imports -0.017 -0.012 -0.011 -0.003
(-0.034, -0.002) (-0.039, -0.001) (-0.031, -0.002) (-@,00.000)
Pl. PCGDP 3.202 x10—96 1.104x0-6
(3.955 x10~°7, 0.000) (8.808%0~2, 0.000)
Pl. Elec. Yr. * U.E. -0.007 -0.002
(-0.025, 0.000) (-0.001, 0.000)
Pl. Unemployment 0.002 8.103x10~4
(-8.424 x10~4, 0.011) (-3.260%0—%, 0.005)
Pl. Elec. Yr. 0.065 0.020
(0.005, 0.230) (-9.95200~5, 0.107)
Intercept -1.694 -0.566 -0.955 -0.201
(-2.110, -1.300) (-1.547,-0.081) (-2.214,-0.512) (-6.89.019)
Calendar Month Trends N N Y Y
Age Trends N N Y Y
Num. Tariff 574 437 574 437
Num. WTO Disputes 78 52 78 52
Num. Unil. Remov. 318 261 318 261

posterior density for each covariate, ##TO DisputeandUnil. Removalwith 95% confidence bands.

Base category it Effect
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Chapter 4

Micro-level Evidence: Preferences Over

Consistency and Policy

According to audience costs theory (ACT), audiences puymidicymakers for committing to one
policy and then reneging on that promise. In internatioakdltrons research, this theory has been
frequently applied to crisis bargaining and internaticc@peration. In the latter context, policy-
makers commit to certain policies when they negotiate,,sagil ratify international agreements
or join an international institution. ACT predicts that @&mtes punish policymakers who choose
noncompliant policies that contravene their internatiadigations. From the policymaker’s per-
spective, thesex postaudience costs facilitate cooperation by making compéanore attractive
ex ante and therefore make international agreements a more ¢eegiimmitment/(Leeds, 1999).
The key assumption of ACT is that audiences have preferemagaxonsistency Audiences

care about whether a policymaker’s actions are consistéht past promises. In his original
conception of audience costs, Fearon (1994) argue thahsigtency creates the opportunity for
domestic political opponents to criticize the incumbentdamaging the country’s international
“credibility, face or honor” (581). Smith (1998) argues ttlaadiences punish inconsistency be-
cause breaking commitments signals a leader’s incompetgkghworth and Ramsay (2009) de-

rive conditions under which audiences impose costs for ihgotown on leaders as part of an
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optimal incentive scheme contracted between the leadiaipal and the audience/agent. In the
context of international law, legalized commitments argeesally costly to break, because domes-
tic audiences may “modify their plans and actions in releon such commitments” and because
audiences often have a normative aversion to breaking théldott and Snidal (1998, 428).

However, audiences also have preferencespokcy. Audiences care about the actual policies
that are implemented, regardless of their consistencypast statements. Consider the (stark) ex-
ample of a worker who stands to lose her job if their electpdagentative lowers tariffs on certain
imports. Even if those tariffs violate free trade agreemgtite worker is unlikely to support a
policy of lower tariffs. In other words, the worker’s pre¢gices over policy (high tariffs preferred
to low tariffs) trump her preferences over consistencylihayiffs are inconsistent with prior com-
mitments, while low tariffs are consistent).

A similar divergence between preferences over consistandypreferences over policy arises
in virtually every crisis bargaining and international peoation context. A voter might have pref-
erences over whether their leader follows through with mete threats, but the voter may also
have strong preferences over whether her leader shouldgpdiicies that entail threats or possi-
ble military action, irrespective of their consistencyhgast promises. International agreements
often prescribe that member states make costly, thoughatiytoeneficial policy adjustments.
These adjustments tend to create winners and losers amterg.V/hether a voter gains or loses
from policy adjustments made in the name of internationapewoation likely has a strong effect
on her reaction to that policy, irrespective of whether ehpslicies are consistent or inconsistent
with her country’s international agreements.

This paper decomposes audience reactions to policymakesiates over international coop-
eration into two components: a consistency effect and aypelifect. Decomposing consistency
effects and policy effects is important for the theoretaadl empirical evaluation of how interna-
tional agreements and institutions affect member statavdeh If consistency effects are strong,

as predicted by ACT, then this is a cause for optimism: awgisnbecause of their penchant for
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consistency, are powerful forces for compliance with agreets. However, if policy effects are
important for audience reactions, then the effects of matonal institutions on member state pol-
icy are at least partially constrained by audience prefargrover policy. Audiences may care
about consistency, which creates a space for institutiodsagreements to have an independent
influence on member state behavior, but if policy prefersrare too strong, then the effects of
institutions and agreements are lessened.

To distinguish between consistency and policy effects, betded an experiment in a survey
conducted in May of 2012. The survey consisted of two partse flrst part, the main experi-
ment, presented respondents with a hypothetical situatigarding a policymaker’s decision over
whether to implement protectionist trade barriers. Afespondents were given arguments in
favor of (pro’s) and opposed to (con’s) the trade barrieid tatd about their policymaker’s deci-
sion, they were asked whether they approved or disapprdubésalecision. Treatment consisted
of randomly assigning the con that respondents receiveti, avie con pertaining to the consis-
tency of trade barriers with previous international agreets. Similar to Tomz (2007, 2008) and
Levendusky and Horowitz (2012), this part of the survey cegs the effects of consistency on
approval of policymaker decisions.

The second part of the survey asked respondents about tieéérgnces over trade policy
and also asks a set of questions shown to be predictors of pogéerences over trade policy.
This allows me to examine whether, and to what degree, thmnekent’'s preferences over trade
policy moderate consistency effects. | can examine whetbatments based on consistency have
a stronger or weaker effect depending on the respondeetBqted policy preferences.

As in previous studies, when looking at the entire samplegpondents, | find strong consis-
tency effects. When respondents are told that their leaghedicies were inconsistent with past
promises, their approval of their leader’s actions de@gagnificantly. However, unlike previous
research, | show that this effect is only present for respatglwho do not already hold strong

policy preferences. For respondents with strong pref@®iower the policy in question, inform-
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ing them of the inconsistency between their leader’s paioy past agreements has a significantly
smaller effect. Even for respondents without strong padigiyions, | show that placebo treatments
are almost as strong as consistency treatments. Givingmdspts a hollow, content-less reason to
oppose a policy is almost as effective in triggering thesagiproval as telling the respondent that
the policy is inconsistent with past agreements.

These findings suggest that policy preferences are a strergkanator of audience reactions
to their leader’s policies, while audience preferences owasistency are of secondary importance.
As a result, leaders choosing policy are more constraingddopreferences of their audience than
by their past commitments or international agreementditiiions and agreements are likely to
have weaker effects for countries with audiences who argléaos the policies entailed in those
commitments. They are also likely to have weaker effects aeie areas where audiences have
the strongest preferences over policy. The implicatiomisfis that a key challenge facing interna-
tional institutions is to not simply provide informationawareness about leaders who violate their
international obligations, but also to persuade stubbatiesnces who do not necessarily support

compliance with those obligations in the first place.

Consistency and Policy Preferences

Audience Costs Theory (ACT) argues that domestic populatpunish leaders who make com-
mitments to certain policies or courses of action and thesosé policies that are inconsistent
with those commitments (Fearan, 1994). Audience costs h#teenatively been described as
“the surge in disapproval that would occur if a leader madermodments and did not follow
through,” (Tomz) 2007, pp. 823) and “the punishments, inftrener of lower support, meted
out by domestic populations against leaders that makegdioréiireats but then ultimately back
down” (Levendusky and Horowitz, 2012, pp. 324). The punishiis often thought of as elec-
toral: voters are less likely to return promise-breakiragliers to office. Since policymakers make

decisions in the shadow of this potential punishment, awieosts affect the credibility of a pol-
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icymaker’s promises and commitments, and in turn, affeetctdculus of other leaders interacting
with that policymaker.

The implications of this theory have been applied to bothcibvetext of crisis bargaining and
international cooperation. In crisis bargaining situasiocountry A makes a deterrent threat re-
garding country B, saying “If you (country B) do X, then we (eary A) will do Y.” If country B
does action X, and country A does not respond with action 8 tACT hypothesizes that audi-
ences in country A will punish their leaders for backing dowrdeterrent threat made by a leader
who is sensitive to these costs is thought to be more crethile a threat made by a leader who
would not suffer audience costs.

Similar arguments abound in the context of internation@pewation. Signing international
agreements or joining international institutions helpsdiers raise thex postcosts of defecting
from an agreemerit. ACT hypothesizes that leaders who break their internatiageeements
will suffer audience costs, which can make compliance withagreement more attractive than
defection. The prospect of this audience punishment geatgrong disincentive for a leader
contemplating policies that do not comply with internatibabligations.

At its core, ACT is thus a theory of audience preferences cwvesistency between words
and deeds. But audiences also undoubtedly have preferemeeshe deeds or actions them-
selves, irrespective of their consistency with past astioAn audience member assessing their
leader’s performance in the context of international coapen might care about the consistency
of their leader’s promises and policies, but they also haeéepences over the actual actions of
their leader. Cooperation occurs when states agree on hyupeaeficial policy adjustments that
they would not have otherwise implemented unilaterallydiane, 1964). These policy adjust-
ments impact audience members differently, creating wswo benefit from the policy adjust-
ments and losers who do not. Trade policy adjustments hatehditional impacts- raising and

lowering tariffs, increasing or decreasing subsidies, f@anging monetary policy benefits some

1For a more extensive review of this argument,/see Simmori€)j20
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audience members at the expense of others. In factor enduwrtieeories of trade, tariffs are
thought to harm owners of abundant factors and benefit owniessarce factors, as hypothesized
by the Stolper-Samuelson Theorem. In specific factors tbgof trade, tariffs benefits and harm
workers in different sectors or industries. Exaatliiowins and loses depends on the particular
economic model, but the presence of winners and losers isnanom feature. The perceived or
actual effects of trade policy adjustments have been lindestipport or opposition to policies and
candidates as well as the political cleavages that arissrdat trade policy. (Rogowski, 1987;
Hiscox, 2002). Milner and Tingley (2011) find that legisl@tivoting patterns on trade policy bills
are consistent with political economic predictions dattii®m the Stolper-Samuelson Theorem.
Margalit (2011) finds that job-losses from offshoring hadgmsicant effect on voter support for
incumbents between 2000 and 2004. While these studies woérdesigned to test preferences
over consistency, their findings regarding the behavioegislators and voters are supportive of
theories about preferences over policy.

In virtually every issue concerning international coopiera there are groups within countries
who support the policies proscribed by agreements andutistis and groups that oppose them.
For instance, a rich body of literature examines variatiosupport for European integration both
across and within countriésA similar body of literature examines variation in domesgtatitical
support for international cooperation on climate changkthe environment.

In the highly-charged context of human rights and war crintlesre is significant variation
within countries over whether to support compliance witteinational agreements. Compliance
with these agreements often involves condemnation andpomant of recently removed leaders
or even of current elected officials. An audience membeipgpstt for the politician or governing
group being accused of human rights violations stronglyptens her preferences over whether
to that politician or group should be punished. In 2005, theegnment of Kenya ratified the

Rome Statute, which exposed Kenyan nationals to prosechyithe International Criminal Court

2For a survey of these theories, see: Gabel (1998).
3For a recent example, see: Kelemen and Vagel (2010).
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(ICC) should they commit war crimes, crimes against hunyaoit genocide. During and after
the 2007 presidential elections, violence broke out betvsegporters of the incumbent, whose
strongest support came from the country’s central and easggions, and the opposition, whose
support came primarily from the western regions. In MarcB@f1, the ICC began the indictment
process against six politicians, from both of the incumkzemd opposition’s political parties, for
their alleged roles in the post-election violence.

In January of 2012 a nationally administered poll asked ‘@@ happy or unhappy that the
Hague/The ICC is pursuing the six suspects of post-elestiolence?” Support for the ICC var-
ied significantly across region®2% of respondents in the western region of Nyanza answered
that they were happy with the ICC. In the Central region, arly of respondents answered that
they were happy with the ICEIt is highly likely that this variation is driven by preferees over
policy, not preferences over consistency. Unsurprisingiypport for the ICC was largely driven
by the region’s underlying support for particular poliins who had been indicted. In regions
where indicted politicians enjoy significant public sugpdine public is much less supportive of
the ICC process. In regions that perceive the ICC as a wayn@spuwnpopular out-group politi-
cians, the ICC process receives stronger support. Far frotimg the country under the ICC’s goal
of ending impunity for crimes against humanity, the ICC’§@ts have polarized the country, ac-
cording some analysts, increasing divisions between camtias supporting or opposing indicted
politicians?®

Even in the canonical ACT context, crisis bargaining, andéemembers have strong policy
preferences. Audiences care about the decision to issupettamt threats in the first place and
about whether to use military force when the foreign coudgffes those threats. The act of unilat-
erally issuing a compellent threat in the first place is mbestmere words. It signals the possibil-

ity of military action, however remote, and is an inheremibercive approach to foreign policy. A

4Survey conducted by South Consulting in January of 2012. Séetp
/ Jwww.dialoguekenya.org/docs/ K N D RFinal ReportJanuary2012.pdf for the Draft Report.

5See: Rothmyer, Karen. “The International Criminal CourtTial in Kenya.” The Nation. May 28, 2012.
http : / Jwww.thenation.com/article/167810/international — criminal — court — trial — kenya.
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fundamental disagreement between so-called “hawks” aodes!’ is over the best way to achieve
foreign policy objectives: coercion verses persuasionlataral verses multilateral. Audience
members also undoubtedly have preferences over whethelida fthrough with threats militar-
ily. After all, the costs of military action may be large emgiito persuade an audience member that
backing down is the correct course of action. In their caégf ACT, Snyder and Borghard (2011)
are skeptical of audiences who care more about consisteanyblicy substance, arguing in favor
of a characterization of ACT that they attribute to Kennethi8tz (2001): “publics are expected
to punish leaders who back away from threats only if they egvith the threats on substantive

grounds” (pp. 440).

Micro-level Evidence of Audience Costs

The two most well-known empirical studies of the micro-fdations of audience costs (Toamz,
2007; Levendusky and Horowitz, 2012) were in the contextrisi< bargaining. In both studies,
survey participants are told about an international cridisre one foreign country, the aggressor,
is thinking about invading its neighbor country. In the treant group, participants are told that the
United States’ leader threatened military action agaimstaggressor if it invaded; the aggressor
invaded; and the United States did not follow through withthreat, refraining from military
action while the aggressor invaded its neighbor. In othegiothe treatment group is told that
their leader’'s words and deeds were inconsistent. Paahitspassigned to the control group are
told that the aggressor is thinking about invading its neaghbut the United States’ leader elects
to stay out of the crisis- implicitly neither threateningrnusing military action- and the aggressor
proceeded with the invasion. All participants are then dskkether they approve or disapprove
of the president’s actions. As predicted by audience cestrih approval is lower in the treatment

group® The treatment effects in both studies are large and signtfita Tomz (2007), respondents

5The two studies also embed other treatments to examine &btatr§ moderate the degree to which audiences
punish leaders for inconsistency. Tomz (2007) analyzeghenenternational factors, like the level of escalation
or the predicted amount of U.S. casualties involved withofeing through on the threat, affect the magnitude of
audience costs. Levendusky and Horowitz (2012) analyzéhehdomestic factors, like the party of the president and
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who are told that their president’s commitments and actiegr® inconsistent were approximately
16% more likely to disapprove of their president. In Levenduakgd Horowitz |(2012) respondents
were approximatelg2% more likely to disapprove of presidents who broke their caommants.

With this approach, there are two differences between #wrtrent and control groups- one
pertaining to consistency and one pertaining to a potéyiimlportant policy decision. The first
difference is the one desired by the investigators desigtia survey. Survey respondents learn
that the president is guilty of commitment-policy incomsigy in the treatment scenario, but not
in the control scenario, which can affect their approvalled president. But the treatment also
consists of a second difference- learning that the presttiezatenedhe aggressor country in the
first place and then chose not to use military action, bothtatware nontrivial policy decisions
that could affect respondents’ approval levels.

To see why preferences over policy could affect approvaitdpam consistency effects, con-
sider two archetypal audience members: a “hawk” and a “ddvéhawk” respondent is not averse
to their president making threats and may also have a penhtdrasubsequent military action. If
told that the president threatened but took no action, tlaeviki may disapprove because they
preferred military action, irrespective of their prefetes over commitment-policy consistency. A
“dove” respondent may strongly dislike both threats to wsed and military action. If told that
the president threatened and backed down, they may disappecause of their dislike of threats.
This difference between treatment and control groups esdle possibility that disapproval stems
from the respondent’s dislike of inconsistency, dislikgoficy, or both.

A third study, from Tomz/(2008) uses an approach more clagsgmbling the one used here.
Tomz (2008) analyzes results from a survey where respos@eetfirst told about a situation in-
volving whether to impose an embargo on goods imported frammia into the United States.
Respondents were randomly assigned different combiratbarguments for or against the em-

bargo. The arguments in favor of the embargo (pro’s) wereithauld help human rights, or that

Congressional majorities match or the justification givgrite president for backing down, affect the magnitude of
audience costs.
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it would help the U.S. economy. The arguments against theegol{con’s) were that it would hurt
the Burmese economy, or that it would violate internatidaal The advantage of the approach
used in_ Tomz|(2008) is that treatment and control groups argimen different treatments with
regards to policy choices- they aren’t told of any policyiclkes at all. Rather, they are asked “How
good of an idea is it for the United States to prohibit tradéhvi8urma?” Respondents who were
told that the embargo violated international law w&ré: more likely to oppose the embargo than
respondents who did not receive this argument. When totdtpalicy was inconsistent with prior
obligations, respondents were significantly less likelgggprove of that policy, and by a (relatively
short) logical leap, would also be less likely to approve pbétician who chose that policy.

The approach used in this study also resembles Americaoidt @amining how voters re-
spond to candidates who reposition, i.e. change their stanan issue. Tomz and Van Houweling
(2012) conduct survey research to analyakenceandproximityeffects of candidate repositioning
on voter opinions. Valence refers to characteristics tb&grg might find favorable in a candidate,
like honesty, loyalty, and a commitment to keeping one’sdv@imilarly to the effect posited by
audience costs theories, candidate repositioning nedpataffects voters perceptions of the can-
didates along a valence dimension. But repositioning agsoahproximity effect. Repositioning
might bring the candidate closer to or further away from th&ers most preferred policy on a
certain issue. A candidate who moves closer to the votegalidolicy might suffer negative va-
lence effects, but benefit from positive proximity effeciBomz and Van Houweling (2012) use
survey experiments where voters read about candidatesiqmsson taxes and abortion over time
to determine the relative magnitudes of valence and prayigifects. They find strong evidence
of valence effects, but these effects are more moderateoters/that care a lot about the issue
at hand. Voters for whom the policy issue is more important ¢é@ss about valence effects than

voters who do not feel as strongly on the issue.
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Experimental Design and Hypotheses

When audience members learn that their leader has chosdicyatpat is inconsistent with previ-
ous international commitments, how much of their disapaketems from their dislike of incon-
sistency and how much stems from their preferences overdttieplar policy chosen?

| embedded a randomized experiment in an online survey aedun May of 2012. Survey
respondents were recruited using Amazon’s Mechanical {markurk) service and were directed
to an external survey site to answer questions programmedQ@ualtrics. mTurk provides ac-
cess to a recruitment pool for survey respondents that isclist and comparable to nationally
representative surveys. Berinsky et al. (2012) show tHgests recruited on mTurk are more rep-
resentative of the U.S. population than convenience sanghleugh marginally less representative
than subjects recruited via nationally representativerivdt-based samples or national probability
samples. They replicate existing studies using subjedspeoruited from mTurk and find results
that are comparable to results produced with other subgesisp

For the main experiment, respondents were presented wigphatlnetical situation involving a
fictional U.S. company, calledrena Inc This company manufactured metal brackets, which, as
respondents were told, U.S. construction companies usbdiliding construction. Respondents
were then told that a European company had recently beguugirmy similar brackets at a lower
price, and that U.S. construction companies had begun gulimforeign brackets instead of the
United States-produced brackets. | left the country urifipddo avoid tainting responses with the
respondent’s opinion of a particular country, and used adestript nameChapman Ing.for the
foreign company. | chose to specify the European contireatoid the risk that responses were
influenced by the respondent’s perceptions of the UniteteStanost politically charged import

partner- China. Respondents were then told that the pretdhdel to decide whether to impose a

7] owe appreciation to Peer et al. (2012), who provide a ussfipt for ensuring that mTurk workers do not take
the survey more than once.
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policy restricting imports of foreign-made brackets, andtt‘analysts” had lobbied the president
in favor of and opposed to import restrictions.

Each respondent then received a standard pro-importagstriargument: “Some analysts
have lobbied the president favor of restricting imports of metal brackets from Europe. They
argue that when U.S. construction companies buy foreigayared brackets, Arena Inc. will be
forced to lay off some of its employees.” The treatment cgtesi of random assignment of one
of three con’s, i.e. arguments opposing import restricjam a null treatment, i.e. the respondent

was not given a con. The text of the three cons is given below:

¢ International Law TreatmeniSome analysts have lobbied the presidagainstrestricting

imports of metal brackets from Europe. They argue that it@strictions violate free trade
agreements between the U.S. and Europe, and Europe wouliesUeS. at the World Trade

Organization.

e Economic TreatmentSome analysts have lobbied the presidegdinstrestricting imports

of metal brackets from Europe. They argue that when U.S.tagt®n companies have to
buy more expensive U.S. brackets, construction comparedsieced to lay off some of their

employees.

e Placebo TreatmenSome analysts have lobbied the presidagdinstrestricting imports of

metal brackets from Europe. They argue that such restngtieould have adverse conse

guences and that the benefits of the restrictions do not agitvike costs involved in the

measures.

The international law treatment captures the concept o$istency. The key content in the
treatment is that import restrictions are contrary to a joey commitment, namely a free trade
agreement. And this inconsistency would likely result igdieaction against the United States. |

incorporated the likelihood of legal action at the WTO to éxagize the rule of law and adjudica-
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tion component of international agreements- namely thiagma country violates its agreement, a
supra-national judicial body can be called upon to condédrose defections.

The argument in favor of import restrictions most commomyoked by politicians is the
restrictions will help save jobs, as contained in the prpeanh restriction argument that each re-
spondent received. The economic treatment captures ti@ribat a policy of import restrictions
might help save some jobs, but would also likely cost othbsjd chose an argument pertaining
to “downstream” jobs to match the pro-import restrictioguamnent that every respondent received,
which pertained to “upstream” jobs.

The placebo treatment matches the other two treatmentsrith @aunt and structure, but does
contain any specific content. Rather, it alerts respondentseme unspecified reason to oppose
import restrictions. It is possible that respondents syngplunt the number of pros and cons when
assessing a particular policy, so having any argumengdlias a con increases disapproval, re-
gardless of the content of the treatment. Comparing thetsffef the placebo treatment with the
international law and economic treatments effects helplatis theadditional effect on approval
that occurs because of the specific content of those tresgm&s mentioned above, the null treat-
ment consisted of not giving the respondent any of these ttwa arguments. To avoid stacking
the deck in favor of finding effects for any one of the treatitsgtiney each have identical sentence
structures as well as very similar word counts and word tones

After receiving the standard pro-import restriction argumhand one of the four treatments
(the three listed above or the null treatment), respondsats told that the president decidied
favor of imposing import restrictions. Respondents were there@skthey approved or disap-
proved of the way the U.S. president handled the situatimhcauld answer: “Strongly Approve,”
“Somewhat Approve,” “Neither Approve nor Disapprove,” tf8ewhat Disapprove,” or “Strongly

Disapprove.” Respondents who answered “Neither ApproveDigapprove,” were then asked if

8The international law treatment is not meant to capiuhg the respondent might disapprove of violating an
international agreement- reputation, respect for law,atipd about leader quality, etc. Experimental tests of why
audiences disapprove of leaders who break internatiomaéatents would be a fruitful area for future research.
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they “leaned towards” approving or disapproving. This t#ea six-point scale for approval of
the president’s actions. This approval scale and wordiogety resemble that of Tomz (2007) and
Levendusky and Horowitz (2012)l constructed a binary variable measuring approval verises d
approval which is coded 1 for respondents who answeredriglytsomewhat approve” or “lean
towards approving,” and O otherwise. This variable measapproval rates, or the proportion of
respondents who indicated that they approved of the pretssdections.

The key question of ACT is whether learning that a leadertsseh policy is inconsistent with
prior obligations decreases respondents’ approval oklsagtho enact that policy? ACT predicts
a negative treatment effect for the international law treatt. When respondents are told that their
leader has chosen a policy inconsistent with a prior tréfagy should be more likely to disapprove
of that leader’s policy choice, compared to other treatsienhe null treatment provides a useful
baseline, because | can compare approval levels for the ttme-null treatments against approval
levels for the group that received no “actual” treatmentri also compare the relative magnitudes
of the three positive treatments. Does learning that a pelas inconsistent with prior obligations
decrease approval more than learning that a policy mighh fe@rtain domestic jobs? How much
of this effect comes from the specific content of the treatr{iaternational law verses economic),
and how much comes from the fact that there respondent waa gimnple words on the page that
were opposed to the policy (placebo treatment)?

The overall structure of the survey was as follows. Befoeerttain experiment, | asked a se-
ries of questions about the respondent such as their aganseial status, and state of residence.
Respondents then read the hypothetical story describ&eé im&in experiment, the pro’s and con’s
entailed in their randomly assigned treatment group, assvared the approve/disapprove ques-
tions. Respondents then answered a series of opinion gnesthd demographic questions. They

first answered a series of five political knowledge questibas measured their familiarity with

9The only difference is that, unlike Tomz (2007), | did noball respondents to indicate that they did not “lean
towards approving or disapproving.” Levendusky and Hota\(2012) did not ask the “lean towards” follow-up ques-
tion.
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certain world events. These were factual, multiple-chojgestions with one correct answérl
then asked a series of questions designed to measure tlomdesp's preferences over isolation-
ism. Specifically, | asked “Agree or Disagree” questiondgiring to the U.S. role in the world,
such as “The US government should just try to take care of #lelveing of Americans and not
get involved with other nations; Agree or Disagree.” | thekexd a series of questions measuring
the respondents’ levels of ethnocentrism, or the degredtchwespondents perceive members of
their own racial or ethnic in-group more favorably than guup member$! | also asked a series
of standard demographic questions, such as the resposganty, ideology, income, education,
etc. Apart from standard demographic questions, | askedtiqurs related to empirical work on
preferences over trade policy. | asked the respondentditnats the current U.S. unemployment
rate, as per sociotropic explanations (Mansfield and Mu292. | also asked whether the respon-
dents were currently employed and whether they or a familjmwber had ever been a member of a
trade union.

The goals of the post-experiment questions were two-faldt,Fasking these questions allows
me to check that treatment assignment was not significaathglated with any particular feature
of the respondent, which might have affected the effect ettéatment on the respondent. | used
logit regressions to ensure that observable responderdatbastic and responses were not sig-
nificantly correlated with the probability of being assigne a particular treatment group. For
each of the four treatment groups, | regressed a dummy Veaiiadicating that the respondent re-
ceived that treatment on the respondent’s age, gendeymacial status, education level, political
knowledge level, isolationism score, ethnocentrism scargloyment status, income level, party,

ideology, and union membership. The results are display@dble 4.1.

Respondents were asked which party currently controlletlts. House of Representatives (Republicans), which
country recently ousted Muammar Gaddafhi from power (L)byeho was the current Supreme Court Chief Justice
(Roberts), which country was natpermanent member of the United Nations Security Counndigl), and which
country was noa member of the Allies during World War 1l (Switzerland)?

1The isolationism and ethnocentrism questions are iddritictose used in_Mansfield and Mutz (2009). | also
standardized these responses in the same way as MansfidlduandThe ethnocentrism and isolationism questions
are standardized to have a mean of zero, with higher nummeicsating increased isolationism and ethnocentrism.
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For each treatment group, | cannot reject the null hyposhést the coefficients on these
variables are jointly 0. The? statistics and associated p-values for each treatmenp gamai
international law- 21.53 (p=0.253), economic- 19.55 (389), placebo- 16.11 (p=0.585), and
null- 14.52 (0.695). Only a few respondent characteristiese singularly significant for particular
treatment groups and none had strong substantive effethe @nobability of particular treatments.
These null results also obtain when | regress treatment @mlgharacteristics that were elicited
pre-treatment. The results are displayedin Table 4.2.yPretatistics and p values are even lower
in these regressions: international law- 6.82 (p=0.55G)nemic- 2.46 (p=0.963), placebo- 3.89
(p=0.867), and null- 7.83 (p=0.450). The only pre-treathre@variates that were significant in
any regressions were that slightly more males receivecdtieenational law treatment, and Asian
respondents were slightly over-represented in the nutitnent group relative to respondents who
selected “Other” for their race.

The second goal of asking these post-experiment quessdaonscompare the relative magni-
tudes of consistency effects and policy preference efféfcfCT is correct, then the respondents’
preferences over trade policies like import restrictiomsidd not moderate consistency effects. In
other words, learning that a policy is inconsistent withvozas commitments, as in the interna-
tional law treatment, should have the same effect for redpots who support import restrictions,
oppose import restrictions, or do not feel strongly eithayw

If, on the other hand, policy preferences are important) the should see different interna-
tional law treatment effects depending on whether the med@at supports or opposes restrictions
on free trade. Respondents who strongly support imporicgens should care less that import re-
strictions are inconsistent with previous commitments.tRese respondents, the international law
treatment “pulls against” their preferences. In the abseriithe international law treatment, some
unknown factors underlie the respondent’s support for impestrictions. The international law

treatment must overcome these factors to move the resptiodginapprove of import restrictions.
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Respondents who strongly oppose import restrictions shalab show weakened international
law treatment effects. For various reasons, these resptmdfeady have a low approval level
of import restrictions, so the international law treatmisnjust “yet another” reason to oppose a
policy that they already oppose. Learning that import retsbns are inconsistent with previous
commitments just moves anti-import restriction responsi@oser to their “floor” level of ap-
proval. Respondents with strong preferences over tradeypsthould also be less susceptible to
the placebo treatment. These respondents’ preferencesrasle policy are likely to be founded
upon something stronger than hollow words. Giving theseardents a treatment with no content
or new arguments should not have any significant effect an lgneel of approval or disapproval.

To measure policy preferences, | also asked a standardrfrée-question in the middle of the
lengthy set of post-experiment questidAsSpecifically, respondents were asked: “As you may
know, international trade has increased substantiallgdemt years. This increase is due to the
lowering of trade barriers between countries, that isffsaar taxes that make it more difficult
or more expensive to buy and sell things across interndtlmralers. Do you think government
should try to encourage international trade or to discoaiaternational trade?” Respondents
could answer that government should try to “Encourage [frade] a lot,” “Encourage a little,”
“Neither encourage nor discourage,” “Discourage a litthe,“Discourage a lot*® | call respon-
dents who answered that the government should encouragédré@e either a little or a lot as
pro-free trade respondents. Respondents who answerethéhgbvernment should discourage
free trade either a little or a lot are called protectionestpondents. Respondents who answered
neither encourage nor discourage are called no opinionekgnts.

Since this question was asked after the main experimengdketd for evidence that treatments

from the main experiment “contaminated” respondents’ amnsvto the free trade question. The

12| asked the free-trade question after the political knogéednd isolationism questions in order to distance this
guestion from the main experiment, but before the ethnoisemtand demographic questions to avoid priming their
responses with concepts contained in the demographicigngstThe half of the respondents who were not asked
about free-trade were asked a benign question: “How ofteypdaead the newspaper each week?”

13The framing and response set for this question are identichht used by Mansfield and Muiz (2009).
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survey was designed to dampen such effects by placing alleopolitical knowledge questions
and isolationism questions between the main experimentradé policy question. There is not
strong evidence that the treatment received by each respoaftfected their response to the free
trade question. | used an ordered logit regression to etditha effects of treatment assignment
on free trade responses. | coded pro-free trade resporaeht{no opinion respondents as 2, and
protectionist respondents as 3, and regressed this vaoaldummy variables indicating treatment
assignment. The results are presented in Table 4.3. Noneedfe¢atment assignments had a
significant effect on the probability of a respondent being+jpee trade, protectionist, or having
no opinion. Being assigned to the international law treatngeoup did increase the probability
of a respondent giving a more pr-free trade answer, reladitbe null treatment group, but this
effect was small and statistically insignificant. & test also fails to reject the null hypothesis
that the effect of treatment assignment on trade prefeseisceollectively zero. The likelihood
ratio y? statistic is 2.09 with an associated p value of 0:5%he results are robust to multinomial
regressions or difference in means tests for trade polgymeses across treatment groups.

To check that respondents actually received the desiratiient, | asked them to recall the
pro- and con- arguments that they had received in the maiergmpnt from a list of four possible
arguments.86.4% were able to correctly recall that they had been given a imoait restriction
argument pertaining to layoffs by the U.S. metal bracket,faamong a list containing the correct
answer and four fabricated arguments in favor of importiegins. 62.2% were able to correctly
recall the anti-import restriction that they had been gi{&rany) from a list containing each of
the four possible treatments. The placebo treatment, uissugly, was the weakest, with only
47.8% of respondents correctly recalling it. The internatiorsal land economic treatments were

stronger, with68.1% and 69.3% correctly recalling the con arguments that they'd been rgive

YOriginally, | randomly selected half of the respondentsaioeive this question. In the case that treatment assign-
mentwas affecting respondents answers to the free trade questivanted to use the half of the respondents who
did answer that question as a “training dataset” to generatedel that estimated respondents’ free trade preferences
as a function of other covariates, with the goal of conditigrireatment effects on respondents’ predicted free trade
preferences. When the initial set of surveys displayed tieyevidence that treatment assignment affected respon
to the free trade question, | began asking all respondeatsdl trade question.
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63.7% of respondents who received the null treatment correctiglied that they had not been
given an anti-import restriction argument. Both the prad aon- manipulation check results were
easily able to reject the null hypotheses that respondertssgd at random, i.e. that the proportion

of correct responses was 0.25, at the 0.01 I&vel.

Experimental Results

Before examining comparing preferences over consistendypalicy, | first present evidence of
consistency effects that are analogous to existing st@iesaz, 2007; Levendusky and Horowitz,
2012).[Figure 4]1 and Table 4.4 show the percentage of resptsmwho approved of presidents
who implemented import restrictions across each of therreat groups. Among those who
received the null treatmen68.7% approved of the president’s actions. Among those receiving
the international law treatment, on$i$.0% approved of the president’s actions. The difference
between the null approval rates and the international l@attnent approval rates is an initial
approximation of consistency effects. This difference soeas the drop in approval that occurs
when respondents learn that their president’s actionatédlprior agreements. Approval rates are
12.7% lower in the international law treatment group than in thd group. This difference is
highly statistically significant (p value for the differemim means is< 0.01).16%7

The other two treatments do not seem to have any significeutefon approval rates. Among
those who received the economic treatment, approval desdesdightly, relative to the null group,

to 67.1%. Even direct economic concerns, like the possibility of jogs in other industries, does

5The null hypothesis is rejected in binomial tests that tlogoprtion of correct answers is greater than 0.25 as well
as simple difference in means tests.

16y values use the normal approximation of the Bernoulli d&tee number of respondents in each group is much
larger than traditional minimum values necessary to usentirenal approximation. In the future, | will use the
Bayesian Jeffrey’s prior approach.

"The survey software allows researchers to record the anafuithe the respondent spent on each page of the
survey. | discarded results from respondents who spenttiaas seconds reading the hypothetical scenario described
in the main experiment or who spent less than 3 minutes onrthieesurvey. The average survey time, excluding
some outliers who restarted the survey after initially ping, was approximately 9.5 minutes. Similarly, resportslen
spent a little over 1 minute reading the text of the main eixpent.
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not appear to influence approval rates. Among those whovwete¢he placebo treatmeri}.4%
approved, at.2% drop compared to the null group. Neither of these differarisesignificant at
conventional levels.

These initial results appear to be a strong confirmation of. AGe consistency between words
and deeds appears to be the only factor with a significanttefie approval rates. However, the
effect of consistency on approval is significantly modedatéghen broken down by respondent
preferences over free trade. Figure| 4.2 shows the apprates for the international law treatment
compared to the null treatment, broken down by whether redpats said that government should
encourage, discourage, or neither encourage nor diseetregtrade. These results, as well as the
difference in approval rates with the null treatment andraygl rates with the international law,
economic and placebo treatments are shown numericdllyiie Fa5*®

For pro-free trade respondents and protectionist (aeéirade) respondents, the difference be-
tween approval rates for the null group and the internati@magroup are small and insignificant.
Among pro-free trade respondents, the approval rates intienational law treatment group were
49.6% compared t5.0% for the null treatment group. The difference’.4% is less than half
as large as the difference found for the entire samplE2(6%), and is statistically insignificant
(p value = 0.401). Among protectionist respondents, theaab rates for the international law
treatment group wergd.7% compared t®5.8 for the null treatment group. Substantively, this dif-
ference of—6.1% is comparable to the effect for the pro-free trade group aradso insignificant
(p value = 0.270).

The treatment effect found in the full sample is very strgndjiven by respondents with no
preferences over free trade. Among respondents who nasitipgorted nor opposed free trade, the
approval rates in the international law group wé2e2%, compared t&d2.7% for the null group.

The difference 0f-20.6% is substantively large and statistically significant (pueat 0.033).

185 values in this table also use the normal approximation efBarnoulli data, but some of the cells are close
to minimum values for this approximation to be approprider now, | am retaining the normal approximation for
convenience but the sample sizes are growing as more respisridke the survey.
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Consistency effects are most strongly displayed for redeots without strong policy prefer-
ences, and consistency effects are much weaker for respisngbo have an expressed opinion
over the policy at hand. Learning that import restrictioreygvinconsistent with past obligations
was unpersuasive for both free-trade and protectionigoregents. Neither group significantly
decreased their approval rates when they learned that imgstrictions violated free trade agree-
ments. Learning that import restrictions violated freel&ragreements only had a significant effect
on respondents who did not hold strong opinions over fregetia general. Put simply, if the re-
spondent felt that free trade was good, then learning thaorhrestrictions were illegal had little
effect, since it only reinforced this opinion. If the resplent felt that free trade was bad, then
learning that import restrictions were illegal was insuéfit to overcome the factors that drove
their underlying aversion to free trade. Respondents witbtyong opinions on free trade were the
most malleable, and most influenced by inconsistency betweeds and deeds.

These results are consistent with Tomz and Van HouwelindZpP@nalysis of domestic tax
and abortion policy. They find that valence (consistencigat$ are strongest among respondents
who do not consider the issue to be very important. Amongaedents who considered tax or
abortion policy to be particularly important, proximityqiicy) effects were most important. If the
respondent cared strongly about the issue, then their sufgoa political candidate was driven
less by the candidate’s consistency on the issue and moteelgspondent’s expectations about
the policy that candidate would choose.

This pattern is also displayed when considering the econamd placebo treatments. Respon-
dents with established opinions on free trade were less thbyeeither treatment. Respondents
without strong opinions on free trade were more influencetidiy treatments. Figure 4.3 shows
the approval rates for the placebo group compared to thegnulip, broken down by the respon-
dent’s free trade preferencés. Figurg 4.4 does the santesfecbnomic treatment group compared
to the null group. The economic treatment actually has aigegthough small and insignificant)

effect on approval rates among pro-free trade respondef$s, It has a larger and negative effect
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among no-opinion and protectionist respondents2% and—5.8% respectively, though both are
insignificant.

Among pro-free trade and protectionist respondents, tfiereihce between approval rates in
the placebo and null groups were very small and insignificRespondents with stronger views
on free trade were very weakly affected by receiving the gdactreatment. For pro-free trade
respondents, the placebo treatment decreased apprataledb the null group by only-2.1%.
For protectionist respondents, the placebo treatmentteffas only—4.7%. Yet for respondents
expressing no opinion, the placebo treatment managed teatscapproval by-8.8%, though this
difference falls short of conventional significance le(plsalue = 0.314).

The strength of the placebo treatment for respondents utistoong policy opinions suggests
that the effect of the international law treatment may havenach to do with simply treating
respondents witlany con- argument as it does with the specific content containetie inter-
national law treatment. In other words, limiting our an#@ysnly to the respondents where we
found a significant international law treatment effect, iernational law treatment effect was
statistically indistinguishable from the placebo treatireffect. In his 2008 study, Mike Tomz dis-
tinguishes these two effects as “addition” and “subsuiitieffects. Addition effects arise when
the respondent is given an additional reason to approvesapgrove of a leader’s actions. Both
the international law and placebo treatments have an addiffect relative to the null treatment,
since the respondent receives no con arguments with théreatinent. Substitution effects arise
when comparing approval rates, substituting one argunwgrdrfother. In this case, substituting
the international law treatment for the placebo treatmentehses approval an additiorall.7%
relative to the null treatment. But this difference is stitally insignificant (p value = 0.225).
While we can confidently say that both the international land placebo treatments have addi-
tive effects, we cannot confidently say that the internatideav treatment has substitutive effects

relative to the placebo treatment.
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The results overall suggest that preferences over polieyaastronger driver of leadership
approval than preferences over consistency. To predicsorelent’s approval of a leader who
implemented import restrictions, the respondent’s pegfees over the policy of import restrictions
is a better predictor than whether or not the respondent &ribat the policy is inconsistent with
the leader’s previous commitments. Using simple OLS, =ing the respondent’s approval on
dummies indicating which treatment the respondent redejields a small?? value of 0.0101.
Regressing approval on the respondent’s expressed pregsr@ver free trade, however, yields
an R? value 0.0924, increasing the explained variation in apglrby a factor of approximately
9. Logit regressions yield similar pseudt-values of 0.0845 and 0.0076 for policy effects and
consistency effects respectively. The AIC and BIC are muetel for the logit policy effects
regression, 1083.983 and 1098.386, than for the consistegoession, 2175.005 and 2196.694.

Conclusions and Broader Implications

Audience costs theories predict that voters impose sulistpaonishment on leaders whose words
and deeds are inconsistent because voters react negatiielyders who break promises. This
study examined how much of that punishment stemmed frontvadéslike of broken promises
and how much stemmed from voters’ dislike of certain actioimsother words, how much is a
voter’s approval of a leader’s policy driven by voter prefeazes over the consistency between that
policy and past commitments and how much is approval driyethé voter’s preferences over the
policy itself? A survey experiment demonstrated that cstegicy matters most for citizens with-
out strong policy preferences. For these citizens, audiensts are indeed costly- inconsistency
between commitments and policies causes a substantiaifdnair approval of leaders. However,
consistency has a much smaller effect for citizens who hiotthger policy preferences. For citi-

zens who have opinions supporting or opposing a certaicygdéarning of inconsistency in their

19Note that prediction metrics based on percentages comaeitliicted, such as percent reduction in error, are not
applicable here since neither model predicts that any redgds will disapprove.
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leader’s policy choice does not substantially change tqgroval of the leader. In other words,
citizens with stronger policy opinions do not impose siguaifit audience costs. This is not to sug-
gest that consistency effects are “zero” or irrelevant. Stxirncy effects were apparent for certain
groups, namely respondents without strong policy opinidhd they are significantly moderated
for groups with policy opinions.

The finding that audience costs are moderated by prefereneepolicy has important impli-
cations applying ACT to the question of how internationatitutions and organizations facilitate
cooperation. If audience preferences over consistencyradaitheir preferences over policy, then
ACT predicts a robust, consistent effect of internatior@hmitments on member state behav-
ior. International agreements and institutions are stronges for compliance because, once a
leader has committed to a certain policy, audiences wilttraagatively to defections from those
obligations, regardless of the audience members prefeseover the actual policy. For a leader
choosing whether to cooperate with a partner country, tthesision calculus in a world where
they have committed to cooperate is fundamentally fronr tthecision calculus in a world with-
out that commitment. Irrespective of their domestic cdustits’ preferences over cooperation, the
leader's commitment acts as a strong inducement to chodsmtr their commitment by choosing
to cooperate.

However, to the degree that preferences over policy endues after leaders have made com-
mitments, the effects of those commitments is less prornedin€onsider two “types” of audience
members, those who support compliance with internatiogr@ements and those who support de-
fection. If ACT is correct and preferences over consistareystrong, then both types of audience
members should be equally displeased with leaders whotdedec international agreements, re-
gardless of whether they supported compliance with theemgeat in the first place. If, on the
other hand, policy preferences are strong, then audienbhesswpport cooperation will be more
likely to condemn defections and audiences who oppose catige will react less negatively (or

even positively) to news that their government has brokemliligations. If audience reactions
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are conditional on audience preferences, then the pdldateulus of a leader who has not made
any previous commitments is very similar to the calculusnfig@g@ leader who has made commit-
ments. In both the world with the agreement and the worldeuthhat commitment, the leader’s
decision calculus is largely based on the expressed oriatiec] audience preferences over that
policy. As preferences over consistency become more irapyrthe effectiveness of international
commitments grows unconditionally. As preferences ovdicpdoecome more important, the ef-
fectiveness of commitments becomes increasingly comditidoy the balance of political power
between pro- and anti-compliance audiences and the sal@rparticular issues.

There is likely to be significant variation in the effectiess of institutions both within and
across member states because of variation in prefereneegpolcy. Within member states, in-
stitutions and agreements are less effective at changenggimions of groups with strong policy
preferences. For member states with highly polarized doogoups, some in strong support of
compliance with international obligations and some sthpogposed, the presence of an interna-
tional obligation will have less of an effect on changing lmibpinion- and in turn, less effect on
influencing policymakers beholden to those groups.

This question is likely to be particular important depemgdon the issue area governed by a
particular institution. Some international institutioggvern highly salient and polarizing policy
areas, such as those dealing with state sovereignty or hugias violations. In the context of
human rights abuses or war crimes, domestic audienceskalg to be highly sensitive to the
costs and benefits of complying with an international instin that calls for the trial and possible
imprisonment of a popular political figure, as is the casélite International Criminal Court.
Other institutions govern policy areas which, though int@or to subsets of the population, are
not as salient or important to the population at large. Gtersinternational trade and countries’
obligations to refrain from protectionism under the Worléhde Organization. Some audiences,
such as import-competing producers, might be highly sieesib compliance these rules. Other

audiences, such as consumers who potentially benefit franplance via lower prices or less
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deadweight loss, are less sensitive to compliance polimesihe benefits are diffuse and small for
each individual.

The distinction between preferences over consistency egfdnences over policy is even more
important in international cooperation than in crisis lzangng, because the two contexts differ in
a fundamental way: the ease with which an audience can gssksg choices, and by implica-
tion, their consistency with past commitments. In crisiggaining, the ultimate policy choice is
over whether or not to use military force in order to back upraat. The use of military force
is most often a public act- audiences, regardless of theation or level of political sophistica-
tion, usually know whether military force has been used dr aod by implication, whether their
leader's commitments have been honofedhis is in contrast with the context of international
cooperation where many issue areas are governed by moreepatcies, and compliance is
difficult for audiences to observe. For example, audienaek information about whether their
government’s emissions reductions efforts will meet imé¢ional targets. In international trade,
non-tariff barriers are especially inaccessible for therage audience member, with democracies
often deliberately obscuring their policies (Koho, 20083.a result, when audience members learn
that their government’s policies violate an internaticaxgeement, they are not just learning about
the consistency between their leader's commitments amahactut about the actions themselves.

The results from the survey analysis also suggested tharthgs most influenced by con-
sistency effects are also most influenced by any other angtsnseipporting or opposing certain
policies. For these groups, even placebo arguments, th&dioed no argumentative content, were
persuasive. This likely dampens the effects of audiencts @y®rall, since audiences are likely to
be deluged with pro- and con- arguments for every policysiesiof any consequence. Elites in
favor of or opposing the policy are always able to find argutmieapporting their side’s contention,
regardless of the validity of those arguments. Levenduskiéorowitz (2012) find that audience

costs are significantly lessened when the president cldiatshis actions were justified by new

20To be sure, some military acts are covert. But these casesrasaly beyond the scope of audience costs theory,
since it is anathema for a leader to make a commitment reggthle use of covert military force.
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information. In some cases, audiences wae supportive of presidents who made a promise,
broke it, but justified the decision than they were of presigdevho did not make promises. It is
highly unlikely that a policymaker would ever break a prioomise or commitment anabt argue
that the decision was justified in some way. If audiences susteptible to consistency-based ar-
guments are also susceptible to other argumergg posjustifications, then there is no guarantee
that consistency-based arguments will win out.

Finally, the results taken together suggest that the aingdidor international institutions and
agreements is not “How to persuade the malleable?” butr&tmev to persuade the intransigent?”
An important future task for scholars interested in intéoreal cooperation is to determine how
international institutions and agreements can persuaahesiic audiences who have a strong stake
in non-compliance that they should support leaders whoter@opliant policies. Institutions
need to be more than informational devices that “get the wotd They need to be able to sway

stubborn audiences as well as more malleable audiences.
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Figure 4.1: Approval by Treatment Group
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Figure 4.3:
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Table 4.1: Effect of All Covariates on Treatment Probailit

Int. Law Economic Null Placebo
Age -.002 -.004 .008 -.002
(.006) (.006) (.006) (.006)
Male 247 -.043 -.098 -.104
(.120)* (.118) (.120) (.119)
White -.095 -.219 .182 176
(.259) (.255) (.283) (.263)
Black -.384 -.030 .155 .265
(.354) (.329) (.356) (.340)
Hispanic -.195 -.390 -.006 570
(-362) (-362) (-386) (:344)
Asian -.465 -.342 752 -.021
(.482) (.446) (424) (.451)
Married 197 .017 =172 -.037
(.138) (.135) (.138) (.137)
College Educ. -.025 -.120 .076 .072
(172) (.170) (.177) (.174)
Polit. Knowledge .039 -.019 -.077 .063
(.051) (.050) (.051) (.051)
Isolationism -.073 .041 -.026 .060
(.061) (.061) (.062) (.061)
Ethnocentrism .024 -.020 -.090 .081
(.068) (.067) (.069) (.067)
Working -.085 .340 -.027 -.223
(.118) (.118)** (117) (.116¥
Above Median Income -111 .071 .073 -.020
(.122) (.120) (.121) (.120)
Republican .012 .093 -.053 -.008
(.164) (.167) (.167) (.166)
Conservative .089 -.236 .060 .109
(.175) (.179) (.179) (177)
Pro-taxes .386 -.011 -.063 -.254
(.142)** (.136) (.135) (.132)
Union Member .063 -.159 .024 .071
(.118) (117) (.118) (.116)
Inequality .021 .169 -.010 -.012
(.033) (.131) (.014) (.014)
N 1695 1695 1695 1695
X2 21.533 19.547 14.519 16.11
p value 253 9% 359 695 585
pseudaR? .011 .01 .008 .008




Table 4.2: Effect of Pre-treatment Covariates on TreatrRenibability

Int. Law Economic Null Placebo
Age -.0002 -.005 .005 -.0008
(.005) (.005) (.005) (.005)
Male 201 -.034 -.152 -.014
(.115) (.114) (.115) (.114)
White -.079 -.113 .180 .027
(.211) (.207) (.224) (.214)
Black -.196 011 141 .045
(.297) (.282) (.301) (.292)
Hispanic -.251 -.309 .040 466
(.334) (.331) (.342) (.310)
Asian -.494 -.278 .769 -.122
(.462) (.427) (.391) (.430)
Married .166 011 -.118 -.056
(.130) (.129) (.130) (.129)
College Educ. -.084 -.049 .103 .032
(.165) (.164) (.171) (.167)
N 1752 1752 1752 1752
2 6.817 2.463 7.831 3.891
p value 557 .963 45 .867
pseudaR? .003 .001 .004 .002

Table 4.3: Effect of Treatment Assignment on Free Trade &esgs

International Law Treatment -.212
(.182)
Economic Treatment .005
(.174)
Placebo Treatment .005
(.176)
N 943
2 2.085
p value .555
pseudaR? .001
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Table 4.4: Approval Rates by Treatment Group

Treatment Group N Proportion Approv. Difference SD tstat ajue
Null 415 0.687

Int. Law 405 0.560 -0.126 0.034  -3.76 i0.01
Econ 426 0.671 -0.015 0.032 -0.48 0.633
Placebo 427 0.644 -0.043 0.023 -1.31 0.190

Table 4.5: Approval Rates by Treatment Group and by Respuidade Preference

Pro-Free Trade Respondents

Treatment Group N Proportion Approv. Difference SD tstat ajue
Null 120 0.550

Int. Law 123 0.496 -0.054 0.064 -0.84 0.401
Econ 129 0.558 0.008 0.063 0.13 0.898
Placebo 121 0.529 -0.021 0.064 -0.33 0.744

No Opinion Respondents

Treatment Group N Proportion Approv. Difference SD tstat ajue
Null 55 0.727

Int. Law 46 0.522 -0.206 0.095 -2.16 0.033
Econ 62 0.645 -0.082 0.087 -0.95 0.345
Placebo 61 0.639 -0.088 0.087 -1.01 0.314

Protectionist Respondents

Treatment Group N Proportion Approv. Difference SD tstat ajue
Null 48 0.958

Int. Law 39 0.897 -0.061 0.053 -1.11 0.270
Econ 50 0.900 -0.058 0.052 -1.12 0.267
Placebo 45 0.911 -0.047 0.051 -0.92 0.360
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Chapter 5

Conclusion

The international community and Western powers in parichive invested a tremendous amount
of effort over the past two decades to build and strengthstitirions and agreements designed
to facilitate cooperation among nations. This time peried Been the emergence of important
institutions like the World Trade Organization’s Disputettiement Understanding, the continued
influence of established bodies like the European UnionisrGaf Justice, and hope and ambition
embodied in the relatively new International Criminal Godhough institutions like these do not
enjoy universal support from every member on every cortestissue, they at least appear to have
significant effects on cooperation, often inducing sowgreiations to choose cooperative policies
when they might otherwise have been tempted to defect. Talewath which the international
community has pursued such institutions has been baseghsttih part, on the theory that these
institutions can delineate specific and worthwhile obligas for members and empower domestic
audiences to monitor policymakers and convince them toedtyythese obligations.

This dissertation has thoroughly explored the promise iamitHtions of this strategy. Crucially,
the ability of institutions to facilitate cooperation isuieded upon the preferences and political
strength of those domestic audiences. Institutions amalaerve amagnifiersfor underlying au-
dience preferences. When politically important audierstggport cooperation, institutions which

monitor policymakers’ decisions can empower these audieta induce their leaders to choose
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policies in line with international obligations. But whendiences oppose cooperation or when
pro-cooperation audiences are politically irrelevandtitations that provide monitoring can fail to
induce cooperation or even rally certain groups against it.

The challenge moving forward asks: How can institutionsobeemoversof preferences,
rather thanmagnifier® Institutions that facilitate monitoring within countsi®r over issue ar-
eas where there is nascent audience support for cooperaii@the largest impact in terms of
facilitating cooperation when it might not otherwise haeewred. In a sense, these are the “easy
cases.” They are cases where a little bit of additional m#tion can go a long way towards
cooperation.

A tougher challenge lies in the “hard cases,” where the gmblk not only a lack of infor-
mation about policymakers’ decisions, but also a resigtdacooperation or compliance in the
first place. Challenges such as this arise in virtually ewega of international cooperation and
in many different countries. For example, the challengeanvincing citizens that their lead-
ers should cooperate with the International Criminal Caairtot a lack of information. Citizens
in Kenya are bombarded with daily news articles about thegidérs’ efforts to resist complying
with the country’s ICC obligations. Yet politicians can tiowie this resistance because they enjoy
strong support from constituencies opposed to the ICC geock the context of global climate
change, monitoring countries’ compliance with internaéibobligations is a formidable challenge.
But a greater challenge lies in convincing citizens andtjoali elites within key countries that the
benefits of pollution abatement efforts outweigh the costs.

The bad news for the goal of making institutions movers,aathan magnifiers, of audience
preferences is that this task is daunting. Preferences tarise by accident. Strong economic,
political, or ideological interests often underlie citigresistance to compliance with international
obligations. The good news is that some domestic and irtterrad institutions have managed to
achieve significant compliance records despite similaflehges. The United States Supreme

Court, for example, was not born into an existence whereans strongly supported compliance

102



with its rulings despite their underlying interests andf@rences. It evolved into this role and
gained this power over time.

My future research will look at how institutions can sucdeltg become movers of prefer-
ences rather than magnifiers. What do existing internati@tations theories of institutional de-
sign, delegation, information, etc. say about how best toese this role. What do Americanist
and comparativist work on courts and political agency anigarative work on legitimacy and
institutional change contribute? What new theories erpilae ability or failure of international
institutions to move and shape preferences? As the intenatcommunity seeks to defend the
gains made in enhancing cooperation over issues like tradeénzestment, and seeks to expand
into and solidify efforts in new areas like war crimes, hurmayits, and climate change, these

guestions are paramount.
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