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A growing body of literature argues that democra@ee more likely to comply with

international agreements than authoritarian statemyever, substantial variation
exists in the compliance behaviour of democracldsw can this variation be

explained? The same mechanism that links regime tgp compliance, namely

electoral competition, also explains variation wmpliance amongst democracies.
This is because the nature of electoral competitames across democratic electoral
systems. An analysis of democratic GATT/WTO membeuntries from 1980 to

2003 reveals that countries with majoritarian elegit rules and/or single-member
districts are more likely to violate GATT/WTO rulésan those with proportional

electoral rules and/or multi-member districts.

This paper is forthcoming at tfiiropean Journal of International Relations.



Introduction

A growing body of literature argues that democra@ee more likely to comply with

international agreements than authoritarian stéey Gaubatz, 1996; Mansfield,
Milner and Rosendorff, 2002; Smith, 1996). Suchuargnts often point to the
potential deterrent effect of democratic electioNsters are believed to punish
leaders who violate international agreements byngofigainst them in the next
election. This makes it costly for democraticallyeated leaders to breach
international agreements; doing so reduces theanah of staying in office

(McGillivray and Smith, 2000). Electorally minde@alders in democratic states
therefore comply with international agreements taximize their chances of re-
election, according to conventional wisdom. Theliogtion is that democratic states
violate international agreements less frequentiy thuthoritarian states.

However, significant variation in compliance belmani exists amongst
democracies. While some consistently comply witiermational agreements, others
habitually violate them. In fact, the most frequeidiators of agreements negotiated
within the framework of the World Trade OrganizatiBVTO) are high-functioning
democracies with strong, credible opposition parti@nd regular competitive
elections. This poses a puzzle for existing thesomé# democratic compliance,
particularly those that place primary importance thve deterrent effects of
competitive elections. If elections deter non-caampte, as conventional wisdom
suggests, why do some democratically elected Isadgolate international
agreements more often than others?

Significant and important variation in electoralngmetition exists amongst
democratic states. This variation results fromdtigerent ways in which democratic

leaders are elected and helps to explain why sam&odracies violate international



agreements more often than others. In majoritaggstems, politicians need 50
percent plus one of the votes in their electoratritit to win (re)election and parties
need to win a majority of the districts to win cattof the legislature. This engenders
candidate-centred competition in which narrow ie$¢s have substantial political
influence (e.g. Carey and Shugart, 1995; PerssonaBellini, 2003). In contrast,

proportional electoral rules (PR) engender partyiegl competition. In these

systems, parties work to maximize their share @f mtlational vote and therefore
respond to relatively broad interests.

Compliance with international agreements often benbroad segments of
the country’s population; frequently at the expenserarrow groups. Virtually all
international agreements have distributive consecgethat make some voters better
off and others worse off (Tomz, 2002). For examfile, World Trade Organization’s
Agreement on Subsidies and Countervailing Measuigdsees consumers better off by
restricting the use of subsidies. Subsidies tadyetendividual industries or firms are
explicitly banned by Articles 1 through' hese international restrictions increase
economic efficiency and reduce costs to consunt@asumers, a large segment of
most countries’ populations, benefit from complianwith these international
agreements. However, narrow segments of the popojasuch as domestic
producers, are arguably made worse off by compfiamith this agreement. Narrow
producer groups, such as individual firms and itriess can no longer earn rents via
lucrative government subsidies. Given this, dormestoducers tend to favour non-
compliance with this international agreement beeauslations serve their own self-
interest.

This is an important point — one that has beenrelgrgverlooked in existing

studies of international compliance. If voters’ fprences for compliance are not



uniform, then the effect of democratic electionscompliance is ambiguous. It will
depend critically on the electoral incentives facpoliticians and the pattern of voter
support for compliance. If, for example, compliahemefits broad-based groups such
as consumers, then politicians in proportional rcoeintries have greater electoral
incentives to comply with the agreement. This isdwuse the best electoral strategy
for politicians and parties in proportional rulesyms is to appeal to broad segments
of the population to maximize the party’s vote ghgr.g. Carey and Shugart, 1995;
Persson & Tabellini, 2003). Vote share determiesrtumber of seats a party will
control in the country’s legislature. By maximizirtg vote share, a party maximizes
its power in the legislature and its chances ofifp@n government. This implies that
amongst democracies, those with proportional etattoiles are relatively more
likely to comply with international agreements thanefit the greater good (i.e. broad
segments of a country’s population), such as thd BWTO restrictions on narrow
transfers.

In contrast, democracies with plurality (or majarnian) electoral rules are
relatively more likely to violate GATT/WTO restrions on narrow transfers. By
providing narrow transfers, politicians can targpemnefits to constituents in their
geographically-defined district thereby increasthgir chances of re-election (e.g.
Persson & Tabellini, 2003). Parties competing io-prarty majoritarian systems can
use narrow transfers to target benefits to keytetatdistricts. To win control of the
legislature, a party competing in a two-party miggoian system needs to win a
majority of the seats (electoral districts). Toiagk this, parties use narrow transfers
to target benefits to those districts where theylikely to have the greatest impact on
the party’s electoral successln this way, the provision of narrow transfers

maximizes the chances of electoral success forepaand politicians competing in



majoritarian systems. The implication is that deraoes with majoritarian electoral
rules are more likely to violate GATT/WTO restrartis on narrow transfers, as
compared to proportional rule democracies, becaas®w transfers provide unique
electoral benefits in majoritarian systems.

Instances of non-compliance with GATT/WTO restoogs on narrow
transfers amongst democratic member countries 880 to 2003 are analyzed here
to assess the empirical validity of this argumedtnsistent with expectations,
majoritarian democracies are found to be more \iki violate GATT/WTO
restrictions on narrow transfers, as compared ftmpgtional rule democracies,
holding all else equal. This finding is robust te tinclusion of numerous control
variables and model specifications.

The main theoretical implication of this research that the effect of
democracy on compliance with international agreamésn conditional rather than
direct. The consequences of democratic accourttabdlepend critically on a
country’s electoral institutions and voters’ intgiee Democracy makes compliance
more likely when a state’s electoral institutionsvilege those voters that prefer
compliance. In contrast, democracy makes compliéex likely when the electoral
institutions advantage voters that favour non-coamgle. This provides a possible
explanation for the observed but previously unergld variance in compliance
amongst democratic states. Interestingly, the saeehanism that links regime type
to compliance, namely electoral competition, algpl@&ns variation in compliance
amongst democracies.

This has important theoretical implications for sowf the key debates in
International Relations including, for example, tthegree to which the causes of

international political and economic trends areb® found at the domestic or



international level (Frieden and Lake, 2000). Whsleme International Relations
scholars rule out explanations of international qf@meena by reference to internal
characteristics of the nation-state (e.g. Waltz79)9 others argue that national
concerns can override global considerations. Téssarch supports the latter view. A
democratic state’s compliance with internationakagients depends critically on two
key internal characteristics: electoral institusomnd voters’ preferences over
compliance. The implication is that both the stéte. political institutions) and
society play a significant role in countries’ fayei economic policies and their
compliance with international agreements.

The reminder of the paper is organized in six p&extion 2 briefly discusses
the GATT/WTO restrictions on narrowly targeted stars. Sector 3 lays out the
theoretical argument as to why some democracidsateionternational agreements
more often than others. Section 4 describes theraptests of the theoretical
expectations derived in the previous section. Témults of the empirical tests are
discussed in Section 5 and Section 6 concludegaper.

Context

Restrictions on narrow transfers have long beenftloes of multilateral
negotiations because they are believed to causéisamt economic distortions. As
early as the Tokyo Round of 1979, narrowly targetalisidies were regulated by
GATT Articles VI, XVI and XXIII." Since then, restrictions on narrow transfers have
been strengthened and expanded. The WTO AgreemantSubsidies and
Countervailing Measures (Articles 1 through 9) &ifly bans government subsidies
targeted exclusively to individual industries ornfs. Furthermore, the use of
narrowly targeted transfers is implicitly restrigtéy other GATT/WTO rules that

require general reductions in trade barriers an@nopnarket access. Under



GATT/WTO rules, member country governments are etquok to refrain from
privileging domestic producers via narrowly targeteinsfers and/or trade barriers.

Countries that choose to provide narrowly targdtadsfers in violation of
GATT/WTO rules risk being filed against at the WEMispute Settlement Body.
This entails potentially significant costs inclugimternational sanctions, the costs of
participating in a GATT/WTO dispute, reputation tsand the costs of
compensating a plaintiff if ruled against by a Rarfespite these costs, some
governments choose to provide illegal narrow trarssin violation of GATT/WTO
rules. For example, the United States governmepbs®d 30 percent tariffs on steel
imports in March 2002. Within a few days, the Ewap Union (EU) lodged a formal
complaint with the World Trade Organization (WTQIeging that such tariffs were
illegal. In November 2003, the WTO ruled that thenérican tariffs were illegal and
subsequently China, the European Union and Japaouaned their intent to levy
costly retaliatory sanctions against the UnitedeStéMahncke, 2004).

Why would a democratically elected government ckod® violate
GATT/WTO rules and risk costly international sanon8? Existing compliance
theories generally argue that they would not. Dawatox governments are commonly
believed to comply with international agreement&oTkey arguments suggest why
this may be the case. The first argues that deroesraomply with international legal
obligations because democratic regimes share amtyfivith prevalent international
legal processes and institutions (e.g. Dixon, 188ughter, 1995). The logic is that
because democratic regimes respect the rule ofdad domestic constitutional
constraints on power, they tend to accept inteonati rule-based constraints. The
second argument suggests that democracies compity imiernational agreements

because failure to do so entails costs for demicetbt elected leaders (e.g. Leeds,



1999; McGillivray and Smith, 2000). This argumepsts on the assumption that
voters value compliance and therefore will punishders that violate international
agreements at the ballot b¥xn an attempt to maximize their chances of retiac
democratically elected leaders choose not to \@olaternational agreements. How
then can the United States’ decision on steelfsaoé explained and the variation in
compliance behaviour amongst democratic states gemerally?

Theory

Democratically elected governments violate intaomatl agreements when the
electoral benefits of doing so outweigh the dongeatd international costs. The
domestic costs of providing an illegal narrow tfansnclude the actual budgetary
costs of the transfer, the opportunity costs ofding the transfer rather than some
other policy, and the potential economic distortsiontaused by the transfer.
Additionally, voters that favour compliance may e&cgainst leaders that violate
international agreements in the next election theneposing ‘domestic audience
costs’ (Fearon, 1994).

The international costs of non-compliance includputation costs and the
potential costs of international sanctions. Fomeple, extra duties (i.e. countervailing
duties) can be imposed against illegally subsidiaediucts. Such duties decrease the
competitiveness of exports from defendant countAelslitionally, participation in the
dispute settlement process entails resource casth, as the financial, institutional,
and human capital costs of litigating a dispute Z@an and Simmons, 2005).
Additionally, governments must consider the potdntosts of compensating the
plaintiff if ruled against by a GATT/WTO Panel.

Governments implement WTO-inconsistent policies mvhine electoral

benefits of doing so are significant (i.e. whenythmutweigh the costs). This is



evidenced by the United States’ steel tariffs. Dgrihe course of the US presidential
election campaign in 2000, George W. Bush promisetelp the steel industry in
Ohio and West Virginia in an attempt to win votesthese key states. With the
November 2002 midterm elections for the House gérBsentatives finely balanced,
the Republicans needed to win the key steel-producstates of Ohio and
Pennsylvania (Read, 2005: 135). The US tariffstealsmports can therefore be seen
as an attempt to win necessary electoral suppokein states (Read, 2005). The
electoral benefits to the Republican party of pdow this illegal narrow protection
appear to have outweighed the domestic and intenat costs of violating
GATT/WTO rules.

This illustrative example makes two important psinFEirst, voters do not
always punish leaders for non-compliance. Insteathe voters will reward leaders
for violating an international agreement, like, ®xample, those voters in the key
steel-producing states of Ohio and Pennsylvani& paint challenges a fundamental
assumption in the domestic audience cost literatnaenely that all voters value
compliance and therefore punish leaders who viotdegnational agreements. When
voters’ preferences over compliance vary, then dgkpected effect of democratic
elections on compliance is conditional rather tlthrect. It depends on voters’
interests and the country’s electoral institutions.

Second, democratically elected governments proNielgal narrow transfers
when the electoral benefits of doing so are sulisiafr.e. when they outweigh the
domestic and international costs). The electorakbes of providing an illegal narrow
transfer are most likely to outweigh the costs whaoliticians compete for
(re)election under majoritarian electoral rules simgle-member districts. This is

because of the unique nature of electoral compatiti countries with these electoral



institutions, as demonstrated formally by theosdtimodels of electoral competition
(e.g. Lizzeri and Persico, 2001; Milesi-Ferretiatt, 2001; Persson and Tabellini,
1999, 2000, 2003).

In such models, politicians and parties are assumée office-seeking. They
want to maximize their chances of re-election anthts end work to provide benefits
to those voters most critical to their re-electobrances. The identity of these voters is
determined by the country’s electoral rules. In oniggrian systems, the most
important voters for a politician’s re-election deas are those in the politician’s
geographically-defined electoral district. Poliéins need 50 percent plus one of the
votes in their electoral district to win (re)electiin majoritarian systems. The optimal
strategy to secure this outcome is to provide ndyrdargeted benefits to voters,
firms, and industries located in the politicianistdct (e.g. Lizzeri and Persico, 2001;
Milesi-Ferreti et al., 2001; Persson and Tabellird99, 2000, 2003). This incentive
also exists for parties competing in two-party plity rule systems with single-
member districts. In these systems, parties wintrobrof the legislature (and
executive) district by district. They therefore bkaincentives to target narrow
transfers to voters in key electoral districts taximize their chances of winning
legislative (and executive) control.

In short, narrowly targeted transfers provide int@ot electoral benefits to
politicians and parties competing in majoritarigstems. This is because politicians
and parties use narrow transfers to target bentfifgrecisely those voters whose
support they need to win re-election. This has beaggested as a possible
explanation for the apparent protectionist bias nmajoritarian countries (e.g.

Grossman and Helpman 2005; Willmann 2004).
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Plurality electoral rules tend to be closely assted with single-member
electoral districts. This empirical regularity proes further incentives for electorally
minded politicians and parties to provide narroansfers. Single member districts
tend to be smaller than multimember districts (Hbwaad Vanberg, 2000). This
increases the influence of narrow, particularigtioups over elected representatives
(e.g. Alt and Gilligan, 1994; Magee et al., 1989ardfield and Busch, 1995;
McGillivray, 2004; Rogowski, 1997). McGillivray ®4: 28) provides the following
illustrative example: An industry with 100 emplogeepresents 10 percent of the
electorate in a district with 1,000 voters. The samdustry represents only 0.1
percent of the electorate in a district of 100,00€ers. In the larger district, refusing
to protect the industry is unlikely to affect th@ipcian’s re-election chances because
the industry is only 0.1 percent of the represerga electorate. In a district of
100,000 voters, political representatives are fbtoebalance the interests of a greater
variety of industry groups. Given this, politiciaegected via smaller districts have
greater incentives to provide narrowly targetedsfars to their constituents.

District size has also been suggested as a possiplanation for the apparent
protectionist bias in majoritarian countries. Faample, Magee, Brock and Young
(1989) argue that larger electoral districts mizenihe electoral incentives to provide
trade protectiof. Although the argument made here might be seen asnple
extension of existing arguments in the trade ptaiecliterature, a key question
remains as to whether majoritarian democracies mitvide WTO-inconsistent
protections and transfers. Governments can (angenjde protection in ways that
do not violate GATT/WTO rules. For example, manymies’ tariffs are set well
below the GATT/WTO Ilimit. Governments interested providing additional

protection can do so by raising tariffs up to tlggead upon limit. Only by raising

11



tariffs above this margin do countries violate intgionally agreed rules. Why would

countries choose to provide illegal protectionimiation of international agreements?
This question is fundamentally distinct from thengel question of why countries

provide protection. The argument made here sugdbatsgovernments choose to
provide illegal narrow transfers in violation ofténnational agreements when the
domestic electoral benefits of doing so outweigé tosts. This is more likely to

occur in plurality rule democracies where narrownsfers provide unique and
important electoral benefits to politicians factgmnpetitive elections.

In proportional systems, politicians and partiegenewer electoral incentives
to supply narrowly targeted transfers, even inghsence of international restrictions
(e.g. Lizzeri and Persico, 2001; Persson and Tiabe2l003; Rogowski, 1987, 1997).
Parties competing under proportional electoralgule not win elections district by
district. In fact, no single district is criticab tthe electoral success of a party
(McGillivray, 2004). Instead, parties work to maxame their aggregate vote share
because this determines the number of legislagatssthe party will contrdl. By
targeting transfers to broad segments of the eigteto such as the elderly or
unemployed, parties are able to “buy” the electetgdport of a wide range of voters
dispersed across electoral districts. This is petgithe type of electoral support that
is most beneficial to parties competing in multimieer districts under proportional
rule. Because narrowly targeted transfers proweditively fewer electoral benefits to
politicians competing in proportional rule systerR® democracies are less likely to
violate GATT/WTO rules on targeted transfers thdaorglity rule democracies,
holding all else equal. The following section déses the empirical tests of this
theoretical expectation.

Data and methods

12



Compliance with standing, substantive rules emlibdieinternational agreements is
difficult to measure. Using instances of non-coptie rather than compliance is a
straightforward way to overcome this difficult}. Here, complaints filed with the
GATT/WTO Dispute Settlement Body over illegal nawrdransfers are used to
measure instances of non-compliafidélore precisely, the dependent variable is the
cumulative number of complaints filed against a deratic GATT/WTO member
country over illegal narrow transfers in a givermry€omplaints.

A vast majority of GATT/WTO complaints are filed nesponse to an illegal
narrow transfer in the defendant countryhis is evidenced by the fact that the
majority of all cases decided by a GATT/WTO Panedldy a victory for the
complainant country (Guzman and Simmons, 2005)h Bletveloped and developing
country complainants win approximately 90% of WT&es (Guzman and Simmons,
2005). This suggests that the variallemplaintsis a valid measure of non-
compliance. In an attempt to further increase thadidity of this measure
GATT/WTO complaints that are explicitly politicat nature and clearly do not have
at issue an illegal narrow protection are systeraliyi excluded from the sample. For
example, the 1985 complaint filed by Nicaragua asfathe US in response to the
trade embargo imposed by the Reagan Administraiaxcluded. Excluding these
types of complaints increases the validityttub measure. Additional coding criteria
and sample restrictions are discussed in the append

Despite these restrictive coding criteria, it issgible that some of the
complaints included in the sample were not filedr@sponse to illegal narrow
protection. These cases, if they exist, are ‘falsstives’ (i.e. a complaint is observed
where no violation exists). This type of error malkterelatively more difficult to find

evidence in support of the argument made here.
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Complaintslikely underestimates the frequency of non-complisehaviour;
not all instances of non-compliance engender adbeamplaint. Filing a complaint
entails costs for the plaintiff country and as sutecountries file complaints only in
select cases. A vast literature examines when addruwhat circumstances countries
chose to file a GATT/WTO complaint. For example vi3aand Shirato (2007) argue
that the characteristics of the affected exporustg in the complainant country
determine when WTO complaints are filed. Davis &sdmeo (2007) show that the
complainant country’s domestic institutions andétion experience play a critical
role in the country’s decision to file a WTO dispuBown (2005) shows that export
stakes and retaliatory capacity account for muchhef cross-national variation in
dispute initiation.

These studies and others suggest that the dedisible a complaint is not
random. Although the decision is not random, iumdikely to be influenced by a
defendant country’s electoral rules. Plaintiff ctsies are no more likely to file
against a majoritarian country with an illegal gaton than a proportional country
with an illegal protectioﬁi. This is an important point. It suggests that aystematic
relationship found between a country’s electorééswand the number of complaints
filed against it is not the result of selectionshia

Given the discrete and non-negative propertieb@fdependent variable, it is
appropriate to use an event count procedure to ihtbdeprocess underlying non-
compliance with GATT/WTO restrictions on narrow risfers. The negative
binominal model is used here because the coungbleriis overdisperséti. The
negative binomial model allows for this overdispamnsand includes parameters for
unobserved variance in the number of disputes aaoantries (King, 1989; Long,

1997).
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One might argue that the zero inflated negativetial model may be more
appropriate for this analysis given that the maaanber of disputes in any given
country in any given year is zero. However, thgdéanumber of zeros in the count
variable may be the result of unobserved heteraoge(@ameron and Trivedi, 1998;
Long, 1997). Unobserved heterogeneity can causé beoetrdispersion and an
increase in the proportion of zeros. The negatimerhinal model can account for the
ovedispersion and the excess zeros in the raw d@am.negative binominal model
responds to the under prediction of zeros in thésdda regression model by
increasing the conditional variance without chaggthe conditional mean (Long,
1997). In contrast, zero modified count models geattie mean structure to explicitly
model the production of zero counts. This is dogeabsuming that zeros can be
generated by a different process than positive tsouthowever, the theory advanced
here does not suggest that the zeros are gendnatedifferent process. Given this, it
is difficult to justify theoretically the use ofelzero inflated negative binomial model.
Estimating a zero-inflated negative binominal modeés not produce dramatically
different results” In fact, no significant bias appears to be intamtliby estimating
the more theoretically sound negative binominal ehadther than the zero-inflated
model.

The sample is an unbalanced panel of democratic TRGATO member-
countries with yearly observations from 1980 to 20Dhese data are used in a pooled
time-series cross-section analysis with countryyes observations. This is because
the causal mechanism specified in the theoretiaglumaent makes monadic
predictions. Governments in countries with majoia electoral rules and/or single-
member districts are more likely to implement WT@eansistent policies because

they have more to gain from doing so than governsmenPR countries. As a result,
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majoritarian democracies are more likely to be mame defendants in GATT/WTO
complaints than proportional rule democracies. ost appropriate unit of analysis
for testing the empirical validity of this hypotfigés monadic country-yeaf¥.

The WTO replaced GATT as the organization overgeeire multilateral
trading system during the sample period (1995)eGithis, a dummy variable coded
one for years during the WTO regime and zero otlsenig included in all estimated
models® The base model also includes several additiorraovariables Countries
with majoritarian electoral rules tend to have tiglly larger economies, on average.
If a defendant's market size influences a plaiistifiecisions to file a formal
complaint, as suggested by Gruzman and Simmon$)20@&n a spurious correlation
between majoritarian rules and complaints may exist minimize concerns of a
spurious correlation, defendant’'s market size nreasuy the country’'s GDP is
included as a control variable in all estimated eisf)"

Plaintiff, a dichotomous variable coded 1 if the country fédedomplaint with
the GATT/WTO Dispute Settlement Body in the prewogear and O otherwise, is
included to account for the possibility that somenplaints are filed in retaliation for
previous complaints (Busch and Reinhardt, 2002).

Exports,calculated as the amount of goods and servicesrtexpas a percent
of GDP, is also included. International scrutiny afcountry’'s compliance with
multilateral trade agreements likely increases esumtry’s exports grow&’"

GDP per capitais included to account for the fact that developedntries
have historically used the GATT/WTO dispute setdatprocedures more often than
developing countries.

The yearly rate of economic growtBqonomic growthis included to account

for the possibility that politicians in countriegperiencing low or negative growth
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rates may face greater pressure to violate GATT/Wiul@s. Furthermore, violating
international restrictions during times of adveesenomic conditions may not entail
the same reputation costs as doing so under noeg@mbomic conditions would
(Drazen, 1997).

Although these control variables are not unrelats@ndard tests show
acceptable levels of multicolineari§y. Their inclusion in a single model does not
introduce undue bias. The results of the estimatedels are reported in Table 1 and
discussed in the following section.

Results
Amongst democratic countries, electoral institusicare robust predictors of non-
compliance with GATT/WTO agreements, as reportedable 1’ In other words,
the variation in compliance amongst democracies lsanexplained, in part, by
electoral institutions. In Models 1 through 4, @uctry’s electoral rule is measured
using a simple dummy variable coded one if a mgjan all of the seats in the lower
(or only) legislative chamber are elected via dltyaelectoral rules and O
otherwise™  Given this coding rule, Germany is coded as beingportional.
Although Germany has a mixed-member system, tta motmber of legislative seats
received by a party is proportional to its list-tiesults (Thames and Edwards, 2006).
Thus the overall effect of the German system ipg@rionality (McGillivray, 2004).
Like Germany, ltaly has a mixed-member electoradteay. Unlike the German
system, the Italian list and nominal tiers botloedite seats independently. There is no
attempt made to maintain proportionally betweertssead votes in Italy’'s system
(Thames and Edwards, 2006). Given this, Italy decbas being majoritarian after the

1993 electoral reforms. The effect of a countrysam district magnitude is estimated

17



in Models 5 through 8" Given the close correspondence between electaed and
district magnitude, the two variables are not ideld together in the same model.
[Table 1 about here]

Amongst high functioning democraci€¥, majoritarian electoral rules
significantly increase the probability of violatif@ATT/WTO restrictions on narrow
transfers. Moving from a PR system to a majoritasgstem increases the likelihood
of non-compliance by nearly 7 percentage pointa isingle year. This effect is
estimated using simulations via Clarify Softwareing et al., 2000; Tomz et al.,
2001)*" On average, the expected number of violationsajoritarian democracies
is 300 percent higher than in proportional rule YE&mocracies.

Democratic countries with single-member districte also more likely to
violate GATT/WTO rules regarding the provision @rrow transfers. Moving from
an average sized multi-member district (i.e. onthwi seats) to a single-member
district system increases the probability of nompbance by more than 6 percentage
points in a single year. On average, the expectedber of disputes in democratic
countries with single-member districts is 186 petdaigher than in multi-member
districts.

When the sample is expanded to include a broadaplsaof democratic
countries;" majoritarian electoral rules remain a robust prediof non-compliance,
as reported in Models 3 and 4. Their estimatedcefie slightly lower, however.
Changing from a PR system to a majoritarian systemeases the likelihood of non-
compliance in a given year by nearly 4 percentagiatp. Mean district magnitude
remains negatively related to non-compliance butlorger reaches conventional

levels of statistical significance in the largemgde.
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Given the frequency with which the Unites States h&en involved in
GATT/WTO disputes, readers might be concerned ttiatresults reported here are
driven by the inclusion of the United States in Hample. However, this does not
appear to be the case. When the United Statesclsded from the sample, as in
Model 2 Table 1, the estimated effectMéjoritarian actually increases slightly and
remains statistically significant at the 0.01 levklean District Magnitudealso
remains statistically significant but its effecsigghtly smaller, as reported in Model 6
Table 1.

Electoral institutions remain robust to a numbeadditional specification&"
Both Majoritarian andMean District Magnitudeemain statistically significant when
country size is measured using population rathan BB8DP. Additionally, alternative
lag structures matter little for the estimated Gorts for Majoritarian and Mean
District Magnitude. This is perhaps unsurprising given that these twoables
change only very rarely over time.

Several other interesting findings deserve menliiere. The WTO indicator
variable is positive and significant in 4 of then®dels, namely those estimated using
the larger sample. This finding is consistent witlevious studies that point to an
increase in the number of cases filed under the \WWelgdne (e.g. Petersmann, 1997).

Country size and income are also statisticallyifigant in the more inclusive
sample of democracies. Larger countries and thagehigher per capita income are
relatively more likely to violate GATT/WTO rules|laelse equal. This may be
because larger, richer countries are less sendiivbe international costs of non-
compliance and therefore violate GATT/WTO rules enfsequently. Alternatively, it
may be that countries are more likely to file againig, rich defendants because there

are relatively greater benefits to be gained frbesé cases (Gruzman and Simmons,
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2005). This points to the importance of controlliiog country size when estimating
the expected effect of electoral rules on non-caanplbehaviour. If large countries
are more likely to be filed againsind they are more likely to have majoritarian
electoral rules, it may be possible to find a spusi correlation between electoral
rules and complaints. However, by including measwoifecountry size in all estimated
models, the possibility of finding a spurious ctatien is minimized*""

Conclusion
Conventional wisdom suggests that democracies aree riikely to comply with
international agreements than autocracies. Howewelhstantial variation in
compliance behaviour exists amongst democraciesdake, the variation amongst
democracies has gone largely unexplained. In adwehlere democracy is spreading,
it is especially important to understand democragtates’ compliance with
international agreements.

The pattern of compliance amongst democracies ea@xplained by voters’
interests and countries’ electoral institutionsu@oies with majoritarian institutions
violate GATT/WTO restrictions on the use of narrgwargeted transfers, such as
industry-specific subsidies, more frequently thaandries with proportional electoral
systems. This is because majoritarian electorakrplovide incentives for politicians
to supply transfers to narrow, select segmenth@gtectorate. This incentive derives
from the winner-takes-all characteristics of mdgoran electoral rules and the nature
of electoral competition in single-member distridts contrast, proportional electoral
rules and multi-member districts generate incestif@ politicians and parties to
target benefits to broader segments of the eldetofs a result, governments elected
via proportional rules are less likely to violat&GI/WTO restrictions on narrowly

targeted transfers.
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Although this research focuses on compliance wittadicular international
economic agreement, namely GATT/WTO restrictions rarrow transfers, the
theoretical implications of this research are ratévfor all international agreements
that engender varied levels of voter support fomglance. When voters have
heterogeneous preferences over compliance withngrnational agreement, the
affect of democracy on states’ compliance is amtnigu Consider, for example, many
of the international environmental agreements. Tdrgyably generate benefits for all
citizens. However, they also entail substantiatsés some. For example, producers
using environmentally unfriendly technologies findternational environmental
agreements costly. The theory advanced in thisrpapggests that when such groups
are critical to leaders’ electoral success, govemmwill be less concerned with (and
committed to) compliance. Instead, governments radgw violations of the
agreement, sanction violations of the agreememtven refuse to sign the agreement
in the first place in an attempt to garner theiaaltelectoral support of the ‘non-
compliance voters’. This may explain, for examphe, United States’ refusal to agree
to the Kyoto Protocol.

Because virtually all international agreements hdig&ributive consequences,
some voters will prefer non-compliance. Democra@y riherefore make compliance
less likely. The effect of democracy on compliance wdipend critically on the
political importance of voters that favour non-cdiapce. When a state’s democratic
institutions privilege ‘non-compliance voters’, lations of international agreements
will be more likely. In contrast, when electorasiitutions privilege those voters that
favour compliance, democracy will make compliancarenlikely. In sum, the effect
of democracy on compliance is conditional on a tm electoral institutions and

the interests of voters.
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This provides a potential explanation for the mixegdpirical evidence found
to date on the effect of regime type on complianttile some studies show that
democracies honour their international commitmentsre regularly than
authoritarian states (e.g. Mansfield, Milner and&uorff 2002), others find either a
negative or a negligible correlation between demogiand compliance. For example,
Remmer (1998) finds little evidence of a positieationship between democracy and
commercial cooperation. Simmons (2000) finds thabrgst those countries that
joined the International Monetary Fund before 198@mnocracies showed a greater
tendency to violate international commitments. Theory advanced in this paper
suggests a possible explanation for these mixatinigs and an important avenue for
future research. To better understand the effeecegime type on compliance with
international agreements, we must develop andthestries about who prefers non-
compliance and when and under what circumstan@sadte likely to be electorally
decisive. This research takes an important fiegh gt this direction.

This research makes two additional contributionsstFit demonstrates that
WTO-inconsistent policies are neither random nafoum across states, as is often
assumed in studies of GATT/WTO disputes. In manghsstudies, the supply of
potential cases (i.e. WTO-inconsistent policiegplen as exogenous (e.g. Davis and
Shirato 2007¥" However, this research suggests that to fully tstdad the pattern
of GATT/WTO disputes, one must account for thellik@od of a WTO-inconsistent
policy in the defendant state, which is stronglfluenced by a country’s electoral
institutions and voters’ economic interests.

Second, this research confirms the increasingly mmom claim that
majoritarian democracies are relatively more protecst that proportional rule

democracies (e.g. Evans, 2009; Grossman and He|pg@db). The novel result
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reported here is that governments in majoritarigstesns are willing to protect
domestic producers even when doing so violates th&rnational obligations. The
theoretical implication is that national electocalincerns can override international
considerations. This speaks to the ongoing delpabetérnational Relations as to the
degree to which the causes of international palitand economic trends are to be
found at the domestic or international level. Ti@search points to the importance of
domestic politics for compliance with internationajreements, conventions, and
treaties that entail distributive costs. Despite thramatic increase in international
interdependence and the proliferation of intermaticagreements, it appears that the
nation-state remains a powerful and independent adtose internal structures shape
foreign economic policy and international relation&indleberger's (1969)
pronouncement that ‘the nation-state is just altbombugh as an economic unit’

appears to have been premature.
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Table 1: Negative binominal model of non-compliance with GATT/WTO

1 2 3 4 5 6 7 8
Complaints Complaints Complaints Complaints Conimpda Complaints Complaints Complaints
L.Majoritarian 1.425%** 1.578*** 0.585* 0.598*
(0.46) (0.46) (0.32) (0.32)
L.Mean District Magnitude (log) -0.527**  -0.88** -0.203 -0.188
(0.17) (0.18) (0.13) (0.13)
L.Plaintiff 0.410 0.384 0.358 0.380 0.410 0.542 9.3 0.462
(0.33) (0.38) (0.29) (0.34) (0.34) (0.37) (0.29) 0.338)
WTO Regime 0.245 0.152 0.793*** 0.850** 0.360 0.198 0.775*** 0.789**
(0.32) (0.39) (0.29) (0.35) (0.32) (0.38) (0.29) 0.35)
L.Exports (log) -0.373 -0.00666 -0.895** -0.733**  0.5697 -0.331 -0.881** -0.716*
(0.46) (0.47) (0.37) (0.36) (0.48) (0.47) (0.38) 0.3(7)
L.Economic Growth (log) 0.184 0.0654 0.207 0.152 0608 0.0342 0.157 0.128
(0.29) (0.32) (0.24) (0.28) (0.29) (0.32) (0.24) 0.28)
L.GDP (log) 0.486***  0.453**  0.429***  0.435**  0.462**  (0.528**  0.450***  0.490***
(0.13) (0.13) (0.100) (0.10) (0.13) (0.16) (0.12) (0.13)
L.GDP Per Captia (log) 0.457* 0.272 0.440%*** 0.355* 0.491* 0.420 0.468*** 0.402*
(0.25) (0.28) (0.16) (0.19) (0.23) (0.28) (0.17) 0.21)
Constant -20.14%**  -18.57**  -16.39***  -16.24**  -T.25%*  -19.40** -16.62***  -17.60***
(5.23) (5.36) (3.00) (3.29) (4.68) (5.59) (3.39) 3.74)
Observations 571 556 748 733 557 542 713 698
# of Countries 40 39 54 53 40 39 53 52
Alpha (log) -1.631 -1.028 -1.330 -0.293 -2.099 528 -1.562 -0.329
(1.67) (1.80) (2.33) (0.92) (2.34) (1.61) (1.55) 0.95)
Mcfadden's Pseudo R-squared 0.27 0.18 0.23 0.15 27 0. 0.18 0.22 0.15
Sample Polity >8  Polity>8 Polity>6  Polity >6 Polity>8  Polity>8 Polity>6  Polity >6
USA included Yes No Yes No Yes No Yes No

% n<0.01, ** p<0.05, * p<0.1
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Appendix A: Details on the coding of Complaints

The variableComplaintsmeasures the cumulative number of disputes filed
against a country alleging the existence of amalenarrow transfer in a given year.
Complaints filed over other issues are systemdyicdéntified and excluded. These
include: (1) complaints over broad transfers angfdicies that affect a wide range of
goods, producers, or industries, like, for examphe, 1982 dispute over the value
added tax (VAT) threshold; (2) complaints relatedhe enforcement of intellectual
property rights; (3) complaints filed against ther&@ean Community/European
Union unless it is very clear which EC/EU membee #tomplaint was filed in
response to; (4) complaints related to anti-dumpimeasures because anti-dumping
measures are imposed in response to a foriigrs policy rather than a foreign
government’s policy; (5) complaints that are exglcpolitical in nature like, for
example, the 1985 complaint filed by Nicaragua masfathe US in response to the
trade embargo imposed by the Reagan Administrati@uomplaints over
countervailing duties are included only after callgf examining the GATT/WTO
Panel Reports to correctly identify the countrytiadly accused of having an illegal
narrow transfer. Complaints filed by multiple coted over a single illegal narrow
transfer are counted only once against the deférodamtry. Two independent coders
identified the set of relevant disputes using thesding criteria. The percentage

agreement between the two coders was approxim@éghercent.

' There are, of course, exceptions. For examplégidre is largely exempt from

these restrictions.
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" A debate exists within the literature as to whefreties target swing districts or
safe districts. See, for example, Cox and McCub(iif86), Lindbeck and Weibull
(1987) and Dixit and Londregan (1996). For thisgraghe distinction is not critical.
Both arguments point to the importance of targetiagefits to narrow
geographically-defined constituencies in majoréarsystems.

' Changes in the rules of negotiation implementaihdithe Kennedy Round (1964-
67) may, in fact, be viewed as the first attemgintat narrowly targeted benefits.
Under the new rules, linear reductions in tarifier@negotiated rather than item-by-
item reductions.

" Yet another theory argues that democracies arévelialess likely to provide trade
protections (e.g. Mansfield, Milner and Rosend@€©0; Milner and Kubota, 2005).
Although the reasons given for this vary, the exgigmn is that democratically elected
leaders have fewer incentives to provide protediiam autocratic leaders.

Y However, Karol (2007) finds no empirical supparttie United States for the claim
that larger constituencies makes politicians lesseptionist.

¥ Single member districts also allow voters to assigdit for the provision of
targeted transfers. In multimember districts, veoto not know which of their
representatives to credit for providing targetesh$fers (Ashworth and Bueno de
Mesquita, 2006). Voters observe the total amoumtamisfers provided to the district
but not the amount produced by individual legisiatd his reduces the domestic
electoral benefits of providing narrowly targeteahisfers in multi-member districts.
As such, politicians in multi-member districts mag unwilling to work to provide
narrow transfers in violation of GATT/WTO rules be&se the costs of doing are

likely to outweigh the benefits.
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VI’ However, Monroe and Rose (2002) show that digtigamatters for partisan
electoral outcomes in PR systems under certainrmistances.

Vil | eeds (2003) takes a similar approach by examiimisignces of non-compliance
with alliance commitments.

X Data are from Hudec (1993), Reinhardt (1996), &A(2009) and the WTO (2005).
The coding criteria used to identify relevant digsuare detailed in Appendix A. Two
independent coders coded agreements accordingge thmiteria. The percentage
agreement between the two coders was 98 percent.

X 80 percent during the period from 1980-1994; 6@ ge during 1995-2003.

X However, majoritarian systems tend to be moreueatjin large countries. The size
of a defendant country (or market) may influencanilff country’s decisions to file a
formal complaint. To control for this, | include n@us measures of the defendant
countries’ economic size in all estimated model®PGand GDP per capita). | also
include measures of a defendant country’s popuiatind area in models run as
robustness checks. Importantly, electoral rulesarenma robust predictor of the
number of GATT/WTO complaints filed against a giveauntry controlling for
various measures of country’s size. This minimittes possibility that the positive
correlation between majoritarian electoral rulesl aWTO-inconsistent policies is
spurious.

X The mean value @omplaintsis 0.17; the standard deviation is 0.55. Althouuh t
unconditional variance is greater than the uncomta mean, the dispersion
parameter, alpha, closely approximates zero inratwéthe estimated models. When
alpha is equal to zero, the negative binominatitistion is equivalent to a Poisson

distribution.
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Xl Exportsare used to predict zero counts. Countries thatréxmthing to the global
market arguably face little scrutiny of their domesransfers. HoweveExportsis

not a robust predictor of the incidence of zerogdrtantly, the estimated coefficients
for the key variables of interesWi§joritarian andMean District Magnitudgare very
similar to those estimated using a negative binahmmodel; the standard errors are
relatively lower.

v Although dyadic studies have become increasingtgraon in the GATT/WTO
literature, several recent papers question thrgltrRose (2008) argues that monadic
tests may be more appropriate than dyadic testsnderstanding the expected effects
of the GATT/WTO on countries’ trade policy decissoisimilarly, Allee and Scalera
(2009) make a strong case for using monadic rakizer dyadic data to examine the
effects of GATT/WTO accession on domestic polica [R2006) illustrates the
potential pitfalls of testing monadic theories gsdyadic data.

X A fully interacted model is also estimated to festequality of coefficients across
these two regimes. The estimated coefficients édin Majoritarian andMean

District Magnitudeare remarkably consistent across the two regimes.

' All control variables are lagged one year. Alt¢ivelag structures were tested.
For examplePlaintiff was lagged for two years rather than just one. Hewehis did
not significantly alter the key findings.

i population and area are used as alternative iodicef size. These results are not
reported here but are available from the authonupquest. Importantly, the key
results are robust to the inclusion of these adiitye measures of country size.

il Data on all economic variables come from the Worédelopment Indicators

(World Bank 2005).
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X The variance inflation factor (VIF) is less thafod all variables included in the
estimated models, as recommended by Huber eta83]1

* These results are consistent with those repogteiidvis (2008).

! These data come from the Database of Politicsititisns (Beck et al., 2001).

i These data come from Johnson and Wallack (20G8hglh measure of mean
district magnitude taken from the Database of Ralitinstitutions (Beck et al., 2001)
produced very similar results.

il Here, the sample includes only those countriels aiPolity score greater than 8.
WV Eor countries under the WTO regime that did nletdicomplaint in the previous
year. All quantitative control variables are sat@do their median values.

* Here, the sample is expanded to include all ceemtrith Polity scores greater
than 6.

> Eor example, electoral institutions remain rohprstictors of non-compliance
even when a measure of rule of law is includedviBus research demonstrates that
countries with strong rule-of-law traditions arenadkely to comply with
international agreements (Simmons 2000).

Vi Although countries self select into electoral sylihere is little reason to believe
that this non-random selection biases the repoesdts. Countries predisposed to
protection are no more likely to choose majoritamtectoral rules than proportional
rules (Boix 1999). Instead, a country’s selectibelectoral rules depends critically
on ethnic and/or religious fragmentation (Boix 19B®&kkan 1970). Although
fragmentation influences a country’s choice of &gl system, it is unlikely to
influence the country’s trade policies. Thus, thegbility of a spurious correlation or
selection bias is minimal. Further evidence of thiprovided by empirical tests that

include an indicator of the historical period dgriwhich the country adopted the
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electoral rules in use at the time of the obseowatif there are historical trends in
electoral institutions, then the period during whéccountry’s electoral rules were
chosen is likely correlated with the selection #metefore the conditional-
independence assumption is more credible whervé#miable is included in the
estimated model. These results are available frmatthor upon request. Controlling
for the age of a country’s electoral institutiooguntries with majoritarian electoral
rules are more likely to be named as defendar@®ART/WTO complaints.

il A notable exception is Allee (2009).
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