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Appendix 1. Theoretical M odel

Proposition 1. A CCE exists if and only if:
(i) Pr(H = B| ~ D)[ua(ts) — ua(t},)] < m < Pr(H = B|D)[ua(t3,) — ua(ti,)]
(i) Pr(H =B|D) > Pr(H =B|~ D) > 0.

Proof of PropositionIL: Existence of Credible Commitmergsilborium. Where necessary, | in-
dex the optimal initial and final policies chosen by bad goweents with the subscript ¢;, and
t5,. For good governments, | use the subscgipiWhere there is no need to distinguish between
government types, | omit the subscripts.

For the audience to choosé|D, it must be the case thdU,(M)|D > EUu(~ M)|D.

Rewriting the audience’s expected utilities:

Pr(H = A|D)ua(A) + Pr(H = B|D)ua(t;,) —m > Pr(H = A|D)ua(A) + Pr(H = B|D)ua(t},)

m < Pr(H = B|D)ua(t,) — ua(th,)]

_ _ AF(t5,—15,)
wherePr(H = B|D) = AF(th_tzbl)ﬁF(ffA)F(O).
For the audience to choose M| ~ D, it must be the case th&Uy(~ M)| ~ D >

EUA(M)| ~ D. As above, the audience’s expected utilities are:

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

A[1—F(t5,—t5,)]
[1=F (7, —t5,)]+(1=A)[1-F(0)] "

wherePr(H = B| ~ D) = 5

Derivations oft}, andt;,, as well as optimal policies chosen by good governments espait

probabilities are shown in the proofs for subsequent pritipas. O
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uly (1)

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

Corrollary 1. In equilibrium:

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

Proof of Propositiom R: Optimal Post-mobilization policgfter mobilization, the home govern-

ment faces the following optimization problem:

maxy, aus(ty) + (1 — a)up(ts)

The proof follows from rearranging the first order condisaof the post-mobilization maxi-
mization problemgqu/, (t5) + (1 — a)u/y(t5) = 0.

The ratio of the audience and home government’s marginéiegimatches the (inverse) ratio
of their strength after mobilization. If the home governinand audience’s utility functiong,y
andu 4, were identical apart from their maximization points andevgymmetrical, then the opti-
mal policy would be am-weighted combination of the two ideal point$,= oA + (1 — a)H.

For instance, this would be the case if both the home govemhared audience held preferences
represented by the often-used quadratic loss functiorhelfaudience and the home government

share the same ideal point,= H, as in the case of a “good” government, thtgr= A. O

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

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

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

creasing ina, and (iii) increasing inH.



Proof of Propositiom 4 and]3: Probability of a Dispute and @pal Initial Policy. Before describ-
ing optimal initial policy, | describe the probability of asppute. The utility to the foreign govern-
ment of initiating a dispute is-t5 — &, and the utility of not doing so is-¢,. In a CCE, the foreign

government initiates a dispute if and only if their costslaveer than their expected gains:

k<t —t

Recall, for a good home governmettt, = A, and for a bad home governmett, > A. For

a good home government, therefore, the foreign governmdptioitiates a dispute if it draws a
negative litigation costs, i.e. it has some extraneousfiidoénitiating a dispute, apart from the
potential effects on home’s policies. Facing a bad homemuorent, the benefit of a dispute comes
from the effect that any subsequent audience mobilizatitirhawve on changing the initial tariff
policy to a new, lower final policy. If the foreign governmeiraws a litigation cost that is higher
than the benefits from changing the home government’s pahey it will not initiate a dispute.
The probability of a dispute for a particular initial poljayhich | callTl(¢,), is the probability that

the foreign government draws a low enough litigation coat thwill choose to initiate a dispute.

The home government’s initial optimization problem anétedl first order condition are:

mazxy, 1(t)ug(ts) + (1 —II(t1))up(t)
maxy, F(tl — t;)UH(tz) + (1 — F(tl — t;))UH(tl)
[1— F(t] — t5)]up(t]) = (6] — ) [un(t?) — un(t3)]

For a good home government, their optimal policy choidg is= A. Good home governments

can do no better by choosing a different initial policy. létforeign government draws a negative
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litigation cost and initiates a dispute, then the good homeeghment will still choose;, = A.
If the foreign government draws a higher litigation cosgtwill not initiate a dispute and the
audience will not mobilize, leaving the home governmersal policy in place.

Observe that for bad government§, € [¢;,, B]. The home government can do no better by
choosing an initial policy higher thaR, such that,, > B. Lowering the policy toB decreases
the probability of a dispute and leaves the home governmetteroff if they avoid a dispute.
Similarly, the home government can do no better by choosipgliay lower thant},, such that
ti, < ti,. Raising the policy ta;, lowers the probability of a dispute by decreasing the distan
betweent] andt} and leaves the home government better off if they avoid autsp

Rewriting the FOC for the home government’s maximizatiasbpem associated wittj yields:

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

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

ot

h(tik)%
2

+9(t3) =0

whereh(t}) is the total derivative of the FOC with respectifaandg(t;) is the total derivative
of the FOC with respect tg.
Rearranging yields:

oty _ —g(t3)
o3 h(t})

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

o _ f1 = ) [un () — wn ()] — F(E] — 85)[uly (t5) + upr ()]
oty f'{t — t35)[un(ts) —um(t))] = 2F (87 — t5)u'(87) + [1 — F (67 — 5)]uf; (1)




Since f'(k) = 0 for the uniform distribution, this equation can be signeddmgerving that

uy > 0anduy, < 0forallt e [A, B]. It follows that gg > 0. This implies that; “inherits” the

properties ot} that are described in Corollary 1. O

Proposition 5. If f(t7 — t3)uly (t5) < —[1 — F(t; — t3)]uy (t7) then?i) > g and 204D <

Proof of Propositiofb: Audience Effects on Optimal InitRalicy. This proof builds off of the proof

for Propositioi# which showed thgt > 0. Now, we consider whethéfi < 1. If 21 < 1, then

2 2 2
equilibrium increases i result insmalleraccompanying increasesh Sincek is distributed
uniformly, this would imply that the post-dispute effectdimates.

Recall the expression fc%% with the uniform distribution simplifies to:

oty _ St = 15) [ (85) + i (t7)]
oty 2f(1] — t3)u'(87) — [1 = F (8] — 13)]ufy (£7)

Since Propositionl4 implies that the numerator and denamihave the same sign, fé% <1

it must be the case that:
FO — ) [uly (t5) + (1)) < 2f (6 — t3)u'(8]) — [1 — F(8] — t3)]uf (17)

FU =)' (t3) < —[1 = F (] — t5)u"(£5)

yielding the condition stated in Propositioh 5.

Appendix 2: Empirical Model

Following Imai and VanDyk (2005), I let the observed multimal variable,Y;;, take on a distinct
value depending on the status of tafifft timet. Letj = 1,2, 3 index the 3 statuse®yTO Dispute,

Unilateral Removal, In EffectCall j = 3, In Effect the base category. L&;; = (W;1, Wio) be



a vector of 2 latent variables, associated WO DisputeandUnilateral Removalfor tariff ; at

timet. The observed variablé;, is modeled in terms dfl’;;; via:

0 if mazx(Wy) <0
Yie(Wit;) =
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.

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

X, Is a2 x k matrix of observed covariates afids ak x 1 vector of coefficientst = (oy,,) is
a positive definite x 2 matrix. For identification, the model assumes that= 1. The Bayesian
approach implemented here uses the MCMC procedure devebypenai and VanDyk (2005) to
sample to sample from posterior distributionssadndy:, based on particular prior distributions. |
use very agnostic priors, where each elememntisfdistributed normally with meahand variance
1004 For the main MNP model, | used a burn-in of 20,000 draws and éegry fourth draw from

70,000 subsequent draws.

1Setting the prior variance t)0 means that the prior distribution is very diffuse and urliike influence results.
2For the models with calendar month and age polynomials itedlas covariates (described below), | set the prior
variance to 80, used a 15,000 draw burn-in, and kept evergtfainaw from 60,000 subsequent draws.
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