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Abstract 

Any disagreement in the world needs an impartial third party to mediate a settlement between 

them. What occurs when two nations disagree over a trade issue? Who will foresee these 

discussions? At that point, an independent body known as the World Trade Organisation 

(WTO) takes over. The WTO plays a central role in regulating International trade disputes 

through its Dispute Settlement Understanding (DSU), which is often described as the backbone 

of multilateral trading system. This project seeks to examine the legal and strategic implications 

of the WTO dispute settlement mechanism and its influence on the global market competition 

and International business behaviour. It also aims to bridge legal analysis under Competition 

Law with managerial and strategic perspectives from international business studies. 

 

The study analyses how WTO rulings address anti-competitive practices such as unjust 

subsidies and discriminatory tariffs, highlighting fundamental principles including Most-

Favoured-Nation treatment and National Treatment to promote equitable international trade. It 

assesses the efficacy of the WTO Appellate Body in light of recent challenges. The study 

employs secondary sources to analyse important disputes, such as the Boeing–Airbus 

disagreement, US-China disputes, evaluating legal arguments and their economic ramifications 

for multinational firms. 

 

The conclusion presents guidelines for firms to manage regulatory risks and suggests 

improvements to improve the WTO's dispute resolution system, highlighting its continued 

importance in global market competition. 

 

Introduction 

A corporation is limited to the boundaries of its nation for a regular day-to-day business and 

its customers. It was not until a concept of “International Trade” was introduced, which enabled 

the corporations to innovate, specialize and expand their market access beyond domestic 
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boundaries making, International trade a cornerstone of global economic integration. However, 

as the cross-border trades increased, so did the disputes arising due to them. Due to 

discriminatory trade practices, subsidies and other tariff barriers, these disputes regularly 

needed a checkpoint. Hence, to maintain discipline and regulate such issues, World Trade 

Organisation (WTO) was established in 1995 as the successor to the General Agreement on 

Tariffs and Trade (GATT). Among its various functions, the WTO’s Dispute Settlement 

Mechanism (DSM) is a distinctive, rule-based system intended to resolve trade disputes and 

maintain the principles of equitable competition in international markets. 

 

Dispute Settlement Understanding (DSU) is a structured legal framework used by the WTO 

through which organisation members can contest any trade measures that violate the pre-agreed 

terms. WTO follows a phased approach where the organisation persuades negotiations first 

through consultations and mediations but will allow for a formal panel review if the need arises. 

These panels offer binding rules through reports which are adopted by the bodies and appeals 

on the law are available. These reports are then imposed on the involved countries to comply 

using multilateral consensus with timeframes and enforcement mechanisms with arbitration for 

disagreements. Fundamental concepts like Most-Favored-Nation (MFN) treatment and 

National Treatment constitute the legal basis for opposing discriminatory acts, ensuring 

equitable conditions in international trade. From a competition law standpoint, these principles 

are crucial in mitigating distortions resulting from unfair subsidies, excessive tariffs, and state-

sponsored benefits that compromise market fairness. 

 

The WTO's dispute resolution process has a significant impact on international company 

strategy and decision-making, independent of its legal relevance. Often, the rulings of the 

WTO’s reports would compel the government to alter its trade regulations, which in turn impact 

the international business forcing them to reassess their pricing strategies, investment locations 

and their supply chains in the market, making trade disputes a strategic event that reshapes the 

global competition and business operation. The convergence of international trade law and 

business strategy makes this study, WTO dispute settlement particularly relevant in the context 

of both legal and managerial disciplines.   

 

However, in the recent times, the WTO’s dispute settlement system has been opposed due to 

various factors such as non-compliance of the results, delays and lack of motion of the 

Appellate Body. Due to which the competence of WTO and its rule based trade governance is 
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questioned in regulating the competitive behaviour of the countries and their corporations. 

Using this as the background, this paper intends to critically reflect on the function of WTO in 

regulating the international trade disputes with respect to its legal rationale of dispute 

settlement and its impact on the worldwide market competition.  By incorporating legal 

research with commercial consequences, the study tries to determine whether the WTO 

continues to function as an effective advocate of fair competition in international commerce. 

 

Background Study 

The World Trade Organization (WTO) is the principal institution administering international 

trade relations and settling disputes among its member states. It was established in 1995 

following the end of the Uruguay Round discussions, as a update and replacement to the 

General Agreement on Tariffs and Trade (GATT), which had existed since 1947. GATT was 

an instrumental contributor in lowering tariffs and advancing trade liberalisation, but it was 

essentially a temporary agreement without a long-term institutional framework or a legally 

enforceable enforcement system (Hoekman & Kostecki, 2009). Dispute settlement under 

GATT relied significantly on diplomatic agreements, allowing economically powerful 

countries to block adverse verdicts and undercutting legal certainty. 

 

As the global trade increased so did the complexity of the same, especially with respect to 

growth of intellectual property rights, wide number of services and few non-tariff barriers. 

GATT failed short while addressing this rapid growth and the world needed a stronger and 

more comprehending framework to regulate world trade. WTO extended the rules defining the 

world trade through various agreements such as GATT 1994, the General Agreement on Trade 

in Services (GATS), and the Agreement on Trade-Related Aspects of Intellectual Property 

Rights (TRIPS). The major contribution of the WTO is creating a historically unprecedented 

new dispute settlement system for conflicts involving trade in goods and services, trade-related 

investment measures, and intellectual property rights. This mechanism provides for the 

compulsory jurisdiction of the WTO Dispute Settlement Body, WTO Panels, and the WTO 

Appellate Body (Petersmann, 1997). 

 

At the core of the WTO’s regulatory framework, the principle of non-discrimination plays a 

fundemental role. This principle implementation is ensured by obligations like Most-Favored-

Nation (MFN) and National Treatment. “Any advantage favour privilege or immunity granted 

by any contradicting party to any product originating in or destined for any other country shall 
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be accorded immediately and unconditionally to the like product originating in or destined for 

the territories of all other contracting parties (GATT 1994, art. I)”. The MFN principle 

mandates that any trade advantage offered to one member be granted to all WTO members, 

barring discriminatory bilateral agreements (Evans, 2000). National Treatment dictates that 

imported goods and services be regarded no less favorably than domestic equivalents once they 

join the market. These obligations are crucial to guaranteeing competitive neutrality and 

minimising protectionist activity that distorts international competitiveness (Van den Bossche 

& Zdouc, 2017). 

 

From a competition law standpoint, WTO disciplines typically address distortions stemming 

from governmental acts rather than private anti-competitive conduct. Agreements such as the 

Agreement on Subsidies and Countervailing Measures (SCM) and the Anti-Dumping 

Agreement control government subsidies and pricing practices that unjustly advantage 

domestic enterprises. While the WTO does not serve as a global competition authority, its legal 

framework indirectly encourages competition by prohibiting national measures that harm 

market fairness (Fox, 2000). 

 

Literature Review 

Academic literature broadly views the WTO dispute settlement system as one of the most 

advanced international adjudicatory processes. Scholars say that the DSU turned trade dispute 

resolution from a power-oriented approach into a legal, rule-based structure that increases 

predictability and compliance (Jackson, 1997). Empirical studies suggest that the binding 

nature of WTO rulings has encouraged greater adherence to international trade obligations, 

particularly benefiting developing and middle-income countries (Bown, 2010).  

 

However, other critical scholars do find and highlight major limitations in the system. Few of 

the author indicate the limitations such as delays in the procedures, high litigation costs and 

inconsistence compliance in the dispute settlement mechanism as its liability (Shaffer, Elsig, 

& Puig, 2017). The paralysis of the WTO Appellate Body since 2019 has emerged as a key 

cause for concern with critics stating that the absence of appellate review undermines legal 

certainty and lowers faith in multilateral dispute settlement (Mavroidis & Sapir, 2021). This 

major crisis has raised broader questions about the viability and functionality of the rule-based 

trade framework. 
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From an international business perspective, literature addresses the strategic implications of 

WTO disputes for multinational firms. Studies indicate the adverse effects of the WTO rulings 

which often require enterprises to restructure their global supply chains, their pricing strategies 

and often their investment locations for market entry as response to these regulatory changes 

(Peng, 2014). Trade disputes are therefore are not only viewed as intergovernmental conflicts 

but are also as the strategic risks to the managerial significances. 

 

On the other hand, scholars excelling in competition law have examined the WTO’s role in 

regulating global competition indirectly. They observed that although legally binding 

compeitions laws are absent in the framework, the disciplines imposed subsidies and 

discriminatory regulations act as functional equivalents at the international level (Evenett, 

2006). Nonetheless, critics contend that existing WTO standards are insufficient to confront 

modern concerns such as state-owned firms and industrial policy-driven biases. 

 

Overall, the research indicates a conclusion that while the WTO dispute settlement system has 

historically benefited global trade governance, its current issues considerably impact its 

capacity to control international trade conflicts and promote fair competition. 

 

Objectives, Research questions and Hypothesis 

The study intends to investigate the role of the World Trade Organization (WTO) in controlling 

international trade disputes through its dispute settlement process. It seeks to analyse how WTO 

rulings address anti-competitive practices such as discriminatory tariffs, subsidies, and 

protectionist measures. The study also examines the effectiveness of the Dispute Settlement 

Understanding (DSU) in providing legal certainty and fair competition, while examining the 

influence of WTO dispute results on multinational corporate strategy and global market 

competition. 

 

The objective is achieved through answering various research questions of the study, including, 

• How effective is the WTO dispute settlement mechanism in resolving international 

trade disputes? 

• To what extent do WTO rulings regulate anti-competitive trade practices?  

• How do WTO dispute outcomes influence the strategic decisions of multinational 

corporations in international markets? 
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The study presents the following hypothesis in order to conclude the above research questions. 

 

H0 (Null Hypothesis): The WTO dispute settlement mechanism has no significant impact on 

regulating anti-competitive trade practices or business strategies. 

 

H1 (Alternative Hypothesis): The WTO dispute settlement mechanism plays a significant role 

in ensuring fair competition, legal certainty, and strategic business adaptation in international 

trade. 

 

Research Methodology 

This study uses descriptive analysis method and qualitative research analysis to understand and 

examine the role of World Trade Organisation (WTO) in regulating the international trade 

disputes and also its impacts and implications on the global market competition. The complete 

research will be based on the secondary data (data already acquired by someone else for a 

different purpose) as the primary data collection doesn't qualify for assessing international legal 

frameworks and institutional conflict methodologies. 

 

The methodology involves a conceptual legal analysis of WTO agreements, with particular 

emphasis on the Dispute Settlement Understanding (DSU), the principles of Most-Favored-

Nation (MFN) treatment and National Treatment, and relevant agreements such as the 

Agreement on Subsidies and Countervailing Measures (SCM). This legal analysis is further 

strengthened by an analytical case study method, concentrating on a prominent WTO issue 

such as the Boeing–Airbus subsidy dispute and the US–China trade-related tariff conflicts. The 

case study method allows a careful evaluation of legal arguments, panel and Appellate Body 

findings, and compliance consequences. 

 

From a commerce and management perspective, the study incorporates interpretive analysis to 

examine the strategic impact of WTO dispute outcomes on multinational firms. This includes 

examining changes in supply chain decisions, pricing strategies, investment patterns, and 

international negotiating conduct resulting from WTO rulings. The combination of legal and 

managerial analysis ensures a multidisciplinary approach compatible with both Competition 

Law and International Business studies. 

 

Secondary data for this study is collected from authoritative and reliable sources, including 
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official WTO publications and dispute settlement reports, the WTO dispute settlement 

database, academic journals such as the Journal of International Economic Law and World 

Trade Review, textbooks on international trade law, and reports from international 

organizations. Additional insights are collected from renowned financial and trade periodicals 

to assess business implications. All sources are critically reviewed and cited in accordance with 

APA 6th edition guidelines to ensure academic integrity and originality. 

 

Data Analysis and Interpretation 

This section analyzes secondary data obtained from WTO panel and Appellate Body reports, 

official submissions by member states, and scholarly reviews of two important WTO disputes: 

the Boeing–Airbus subsidy dispute and the US–China trade disputes. These cases are selected 

based on their scope, economic significance, and relevance in evaluating the WTO’s role in 

regulating anti-competitive state procedures and their influence on global market competition. 

 

Boeing–Airbus Subsidy Dispute: 

The Boeing–Airbus dispute marks one of the longest and most complex cases adjudicated 

under the WTO dispute settlement mechanism. Data from WTO panel conclusions indicate that 

both the United States and the European Union offered subsidies to their respective aircraft 

manufacturers that were inconsistent with the Agreement on Subsidies and Countervailing 

Measures (SCM). These subsidies included launch aid, tax advantages, and government-

backed financing, which were expected to produce negative impacts to the competing industry. 

 

US–China Trade Disputes: 

The US–China trade conflicts, particularly those relating to additional tariffs imposed under 

national security and trade remedy motives, provide a contrasting yet equally relevant case 

study. WTO dispute data indicates that various US-imposed tariffs were challenged for 

violating basic WTO regulations, including MFN treatment and bound tariff commitments. 

China’s replies and countermeasures further aggravated these issues, resulting in a cycle of 

retaliatory tariffs. 

The following tables illustrate the summary of these case studies, its repercussions in the 

standpoint of both competition law perspective on WTO rulings and strategic influence on the 

multinational firms. 
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Table 1: Summary of the WTO dispute outcomes 

Dispute WTO Agreements 

Involved 

Nature of Violation WTO Findings 

Boeing–Airbus 

Subsidy Dispute 

SCM Agreement, 

GATT 1994 

Government subsidies 

and tax incentives 

Subsidies by both US 

and EU caused adverse 

effects and serious 

prejudice 

US–China Trade 

Disputes 

GATT 1994 (MFN, 

Bound Tariffs) 

Government subsidies 

and tax incentives 

Tariffs inconsistent 

with MFN obligations 

and tariff bindings 

Source: WTO Panel & Appellate Body Reports and WTO Dispute Settlement Reports 

 

Analysis: 

Table 1 indicates that both disputes included state-driven trade distortions, though through 

different mechanisms. The Boeing–Airbus dispute concentrated on long-term industrial 

subsidies, whereas the US–China disputes based on tariff-based protectionism. WTO decisions 

in both cases affirmed infringement of key trade rules, strengthening the WTO’s role in 

regulating anti-competitive state policies. These findings suggest that WTO legislation acts as 

a restriction on government activities that weaken competitive neutrality (Van den Bossche & 

Zdouc, 2017; WTO, 2023). 

 

Table 2: Competition Law Perspective on WTO Rulings 

Aspect Boeing–Airbus US–China 

Type of Market 

Distortion 

Subsidy-induced cost advantage Tariff-induced market 

exclusion 

Competition 

Impact 

Altered pricing and market share Increased costs and reduced 

access 

WTO Regulatory 

Role 

Indirect regulation of competition 

via subsidy discipline 

Enforcement of non-

discrimination principles 

Effectiveness High (retaliation and negotiated 

settlement) 

Moderate to low (delays and 

non-compliance) 
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Analysis: 

From a competition law standpoint, WTO intervention in the Boeing–Airbus dispute was more 

effective due to the clarity of subsidy rules and enforcement through allowed retaliation. In 

contrast, the US–China disagreements showed institutional shortcomings, particularly the 

absence of a functional Appellate Body, which hindered enforcement. This comparison 

demonstrates that WTO regulations are most successful when supported by institutional 

stability and member compliance (Shaffer, Elsig, & Puig, 2017). 

 

Table 3: Strategic Impact on Multinational Corporations 

Business 

Dimension 

Boeing–Airbus Dispute US–China Trade Disputes 

Supply Chains Adjusted production and 

sourcing 

Diversification away from China 

Pricing Strategy Revised aircraft pricing 

models 

Increased costs passed to 

consumers 

Investment 

Decisions 

Long-term planning 

uncertainty 

Relocation and near-shoring 

Negotiation 

Strategy 

Government–industry 

coordination 

Risk hedging and contract 

renegotiation 

 

Analysis: 

Data from trade and business analysis reveal that WTO conflicts directly influence corporate 

strategy. In the Boeing–Airbus dispute, corporations modified long-term investment and 

pricing decisions in response to subsidy rulings. In the US–China disputes, extended tariff 

uncertainty prompted corporations to restructure global supply chains and diversify 

manufacturing locations. These responses demonstrate that WTO dispute results operate as 

strategic signals for multinational businesses, affecting competitiveness and operational 

efficiency (Peng, 2014; Bown, 2010). 

 

Overall Interpretation: 

The tables collectively demonstrate that WTO dispute settlement plays a dual role: 

• Legal adjudication of trade rule violations, and 

• Strategic regulation influencing global market competition and business behaviour. 
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While the Boeing–Airbus dispute highlights the WTO’s competence to oversee complicated 

subsidy-related competition distortions, the US–China disagreements reveal systemic 

shortcomings in enforcement. This distinct effectiveness emphasises the need for institutional 

reform to sustain the WTO’s relevance as a regulator of fair competition in international trade. 

 

Results and Discussion 

The findings of this study demonstrate that the World Trade Organization (WTO) dispute 

settlement mechanism plays a substantial role in regulating international trade disputes and 

moderating anti-competitive state activities, but its effectiveness differs among cases. Analysis 

of the Boeing–Airbus subsidy case reveals that the WTO can effectively identify and discipline 

national subsidies that impede global market competition. WTO panel and Appellate Body 

judgements defined subsidies granted by both the United States and the European Union as 

actionable under the Agreement on Subsidies and Countervailing Measures, leading to allowed 

disciplinary proceedings and eventual negotiated settlements. This conclusion demonstrates 

the WTO’s capacity to restore competitive balance in industries characterized by long-term 

state involvement. 

 

In contrast, the results from the US–China trade conflicts demonstrate inherent limits in the 

WTO dispute settlement system. While WTO panels deemed various unilateral tariff actions 

inconsistent with basic principles such as Most-Favored-Nation treatment and bound tariff 

obligations, enforcement was impeded due to extended dispute timelines and the paralysis of 

the Appellate Body. As a result, compliance was partial, and unilateral trade restrictions 

remained. These findings illustrate how institutional constraints considerably influence the 

WTO’s ability to manage competition when conflicts include big economic powers.  

 

From a commerce standpoint, the data reveal that WTO dispute outcomes does have major 

strategic ramifications for multinational businesses. Firms harmed by subsidy judgements 

altered pricing, production planning, and investment strategies, while those hit by tariff battles 

diversified supply chains and restructured sourcing decisions to mitigate regulatory risk. This 

indicates that WTO disputes work not only as legal adjudications but also as strategic signals 

influencing global business behaviour. 

 

Overall, the discussion supports the alternative hypothesis that the WTO dispute settlement 

process contributes considerably to regulating anti-competitive trade practices and altering 
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company plans. However, the efficiency of this role depends on institutional stability, timely 

enforcement, and member compliance. Strengthening the dispute settlement structure is 

therefore crucial to sustaining fair competition and predictability in international trade. 

 

Conclusion and Recommendations 

This study analysed the function of the World Trade Organization (WTO) in regulating 

international trade conflicts through its dispute settlement process, with specific reference to 

the Boeing–Airbus subsidy issue and the US–China trade disputes. The analysis reveals that 

the WTO has traditionally played a vital role in detecting and correcting anti-competitive state 

behaviour, notably in cases involving subsidies and discriminatory trade measures. The 

Boeing–Airbus case highlights the WTO’s potential to regulate long-term market distortions 

through legal clarity, enforcement measures, and negotiated settlements. In contrast, the US–

China disputes illustrate severe institutional constraints, including delays and the paralysis of 

the Appellate Body, which have hindered enforcement and lowered legal certainty. 

 

Despite these limitations, the WTO dispute settlement system remains a cornerstone of the 

multilateral trade framework. Its ability to deliver rule-based adjudication helps limit the 

escalation of trade disputes and supports competitive neutrality in global markets. However, 

the efficiency of the system is increasingly restricted by geopolitical conflicts, unilateral trade 

moves, and emerging forms of state meddling that existing norms struggle to handle 

effectively. 

 

To strengthen the WTO’s role in regulating international trade disputes, several 

recommendations are proposed.  

• First, urgent reform is required to restore a fully functional Appellate Body to assure 

uniformity, finality, and legitimacy of dispute results. 

• Second, WTO regulations should be modified to handle modern concerns such as 

industrial subsidies, state-owned firms, and supply chain-linked trade distortions. 

• Third, member states should increase compliance processes and transparency 

obligations to reduce prolonged non-compliance. 

• Finally, global businesses should proactively integrate trade dispute risk assessment 

into strategic planning to better anticipate regulatory shifts. 
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Implementing these steps will strengthen the WTO’s effectiveness in promoting fair 

competition and stability in international trade. 
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