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“There was nothing subtle about the American government’s lodging 
of a trade complaint on September 17th, alleging that China unfairly 
subsidises car-part exports on the same day that Barack Obama was 
campaigning in the crucial swing state of Ohio—home to many car-
part suppliers. But then subtlety does not win many elections.” 
 
“The president duly trumpeted the lodging of the complaint with the 
World Trade Organisation (WTO) at a rally in Cincinnati, Ohio’s third 
city, declaring that Chinese export subsidies “directly harm” workers 
across Ohio, Michigan and the Midwest.” 

(The Economist, September 22, 2012) 

Motivation 



“During President Barack Obama’s re-election campaign, he 
frequently touted a series of cases he brought against China, 
occasionally timed to campaign stops in industrial swing states in 
the Midwest.” (Financial Times, January 10, 2013). 
 
Anecdotal evidence in the media suggest that:  
 
-  U.S. presidents file more trade disputes against other WTO 

members when they are close to re-election; 

-  Disputes filed in re-election years tend to involve key industries 
in swing states. 

 

Motivation 



Is there any systematic evidence in the data? 
 
A casual look at the number of WTO disputes brought by the United 
States shows… 
 

Motivation 



 

We provide a simple econometric analysis to verify whether: 

-  U.S. executives file more disputes in last year before re-election; 

-  Disputes in re-election years involve key industries in swing states. 

 

We develop a theoretical model to explain the empirical regularities 

uncovered by the econometric analysis. 

This paper 



Let us first define the following variables: 
-  Swing stateit is a dummy variable equal to 1 for states where the 

absolute margin between the two main candidates in the last 
presidential election was less than 5%; 

-  Key industryjt is a dummy variable equal to 1 if an industry is 
among the top 15 industries in a state (employment); 

-  Key swingijt is a dummy variable equal to 1 for key industries in 
swing states; 

-  Re-election yeart is a dummy variable equal to 1 for the last year 
of the executive’s first term; 

 
We estimate different specifications to examine the political economy 
determinants of the trade disputes filed by the U.S. in 1995-2012.  
 

Empirical analysis 



A first set of results where the unit of observation is a year: 

Empirical analysis 

Table 3: Number of WTO disputes filed by the United States in one year 

 (1) (2) (3) (4) (5) (6) 
 All disputes All disputes Disputes for 

which  
Key swingijt = 1 

Disputes for 
which  

Key swingijt = 1 

Disputes for 
which  

Key swingijt = 0 

Disputes for 
which  

Key swingijt = 0 
       

Re-election Yeart 0.607*** 0.998*** 0.758*** 1.141*** 0.503*** 0.883*** 

 (4.28) (6.57) (2.99) (3.61) (2.81) (5.07) 

President FE Included  Included  Included  

Term FE  Included  Included  Included 

Pseudo R2 0.253 0.293 0.191 0.215 0.239 0.265 

N 18 18 18 18 18 18 

Notes: negative binomial results; robust t - statistics in parentheses. * p < 0.1, ** p < 0.05, *** p < 0.01. 

They are statistically different from each other 

They are statistically different from each other 



Empirical analysis 

Table 4: Number of WTO disputes filed by the United States in one year 

 (1) (2) (3) (4) (5) (6) 
 OLS OLS Probit Probit Poisson Poisson 
       

Re-election Yeart 0.016 0.020 0.384 0.477* 0.639*** 0.775** 

 (1.17) (1.41) (1.52) (1.83) (2.52) (2.47) 

Key Swingijt 0.072*** 0.073*** 0.723** 0.840** 1.253*** 1.378*** 

 (2.69) (2.73) (2.16) (2.53) (2.80) (3.06) 

Interaction 0.024 0.025 0.146 0.192 0.044 0.062 

 (0.85) (0.89) (0.35) (0.47) (0.11) (0.15) 

President FE Included  Included  Included  

Term FE  Included  Included  Included 

F-test (sum coeff) 8.94*** 9.82***     

(Pseudo) R2 0.297 0.297 0.211 0.218 0.541 0.541 

N 1,818 1,818 378 378 1,818 1,818 

Notes: Industry FE included in all specifications; robust t - statistics in parentheses. * p < 0.1, ** p < 0.05, *** p < 0.01 

A second set of results where the unit is an industry/state-year: 
 



 
Predicted probabilities (probit specification with term FE): 
 
 
 
 
 
 
 
All probabilities are statistically different from each other. 
 
 

Empirical analysis 



We present a simple theoretical model to explain why re-election 

motives can lead U.S. presidents to file trade disputes in support of 

key industries in swing states. 

 

Basic ingredients: 

-  Politicians (incumbent and challenger) are office motivated and 

dislike trade disputes (-δ); 

-  Voters are ideological (α) and like trade disputes (β). 

 

Theoretical model: a sketch 



The model develops in three stages: 
 
1)  The incumbent decides whether to file a complaint to the WTO; 

2)  The median voter decides whether to vote for the incumbent 
or the challenger; 

3)  The elected politician can file a complaint if it has not been 
already filed by the incumbent in stage 1. 

Theoretical model: a sketch 



Theoretical model: a sketch 

Politicians will never file trade dispute, since this would entail a 
cost and would not affect their re-election chances. 
  

The outcome of the elections depends only on voter's ideological 
preferences; the lower the ideological bias, the closer the race. 
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We add a key ingredient to our model: voters are motivated by 
reciprocity, i.e. they want to be (un)kind to an (un)kind politician. 
 
Increasingly vast theoretical literature in which agents have 
reciprocal preferences (e.g. Rabin, 1993; Dufwenberg and 
Kirchsteiger, 2004; Falk and Fischbacher, 2006). 
 
Empirical and experimental evidence support the idea that voters 
behave reciprocally (e.g. Finan and Schechter, 2012):  
-  Voters feel grateful and want to reward politicians who have 

conducted policies favorable to them; 
-  On the other hand, they may feel angry and want to punish 

politicians who have made decisions that are unfavorable to them. 

Theoretical model: a sketch 



 
Voter’s reciprocity implies that the incumbent’s trade policy 
choices can affect his re-election chances. 
 
If voters’ ideological preferences are not too strong in either 
direction (“swing states”), the incumbent will file a dispute in stage 
1 and will be re-elected in stage 2. 
 
If ideological preferences are too strong compared to the 
importance of the trade issue, no dispute will be filed. 

Theoretical model: a sketch 



Anecdotal evidence show that U.S. presidents file more trade 
disputes involving key industries in swing states when they are 

close to re-election. 

 

This paper provides: 

-  systematic empirical evidence of these filing patterns; 

-  simple theoretical model in which voters have reciprocal 

preferences to explain the empirical findings. 

Conclusions 


