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Abstract

The last two decades have been marked by devastating global challenges that
threaten the international problem-solving activities of intergovernmental
organizations (IGOs), which have guided global interactions for decades. They
offer collective actions by member countries, but come with pressures to create
and sustain integrative IGO policies implemented by all members. If these
globally focused IGO policies (supranational institutions) misalign with related
country-focused national policies (national institutions), an institutional schism
exists. We study different levels of institutional schisms and their impact on
member countries and national/international business environments. Building
on institutional theory/new institutional economics and insights from political
science, we conceptualize the different levels of schisms based on the strength of
amember country’s national institutions and the degree of compliance with IGO-
specific national and supranational institutions. The developed concept allows
identifying the impact of IGOs on countries and the global business environment,
which is critical for policymakers and practitioners alike.
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INTRODUCTION
Intergovernmental organizations (IGOs), such as the World Bank,
the United Nations Council for Trade and Development
(UNCTAD), the European Union (EU), or the International Mone-
tary Fund (IMF), have guided the global political and business
environment for decades. However, the last two decades have been
marked with devastating global challenges that threaten IGOs,
with their global problem-solving activities, and international
business activities (Dau & Moore, 2020a, 2020b; Puffer et al.,
2020). Spikes in global terrorism after 09/11, the global COVID-19
pandemic, and economic tumults like the great recession of 2008
led to high political, social, and economic uncertainties and a
concurrent rise in protectionist policies and nationalism (Abrahms
et al., 2019; Dau, Moore, & Abrahms, 2018, Dau, Moore, Barreto &
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Robson, 2019). To foster interdependence and
solidarity among member countries (Bearce &
Bondanella, 2007) and to promote development
(Fausett & Volgy, 2010; Volgy et al., 2008), IGO
activities continue to face extreme challenges (Na-
hem & Sending, 2017; Snidal, 1992) despite the
benefits they bring to both global politics and the
global business environment. Thus, a reassessment
of IGOs and their impact on countries, govern-
ments, and business environments is needed.

The assessment is essential, as member countries
willingly forego portions of their sovereignty and
commit to supporting missions and objectives of
the organizations (Pease, 2012; Tallberg,
2004a, 2004b), which implies that governments
agree to follow the IGOs’ established policies, rules,
and regulations. Especially in times of uncertainty,
this loss of sovereignty is challenging for govern-
ments and policymakers. While the IGO’s policies,
rules, and regulations aim to promote stability,
development, and security for member countries
and their citizens (Barnett & Finnemore, 2004),
they also incite equal policy and regulation align-
ment of all (and often diverse) IGO member
countries.

According to new institutional economics ala
North (1990, 1991), formalized policies, rules, and
regulations are defined as formal institutions.
Applying this terminology to the national country
and the IGO context, policies, rules, and regula-
tions created by governments for their nation are
national institutions, and those created by IGOs for
their supranational collaborative members are
supranational institutions. Signing and ratifying to
the IGO means that member countries agree to
align their national institutions with the suprana-
tional institutions of the IGO. However, national
institutions related to the IGO’s specific subject can
change quickly, are unique, and country depen-
dent, and do not always align with these suprana-
tional institutions (e.g., Epstein & Rhodes, 2018),
which creates a misalignment. This misalignment
of the two sets of institutions has been referred to as
an institutional schism (Moore, Brandl, & Dau,
2019).

An example of an institutional schism was
evident in the restrictive trade policies imple-
mented by the US against China under the Trump
administration (Lai, 2019; Swanson, 2020). Both
countries are part of the WTO and ratified to adhere
to the trade-enhancing policies of the organization.
However, the Trump administration implemented
various trade restricting policies, i.e., tariffs, quotas,

and bans, resulting in misalignment with WTO
policies. As the example shows, institutional
schisms are dynamic and can have various levels
of intensity, but little is known about them,
especially their impact on IGO member countries
and national and international business environ-
ments. Thus, the objective of this study is to provide
a conceptualization of the levels of institutional schisms
and their expected impact on member countries and
national/international business environments.

We theoretically ground our conceptualization in
international relations and institutional theory
arguments, i.e., new institutional economics (e.g.,
North, 1990, 1991). We use the theoretical foun-
dation to conceptualize the existence of institu-
tional schisms and their characteristics. There are
various reasons why institutional schisms exist
despite the country signing and ratifying the terms
of the IGO and accepting adherence to suprana-
tional institutions. Schisms can be influenced by
political uncertainty and pressures from inside and
outside member countries, rapidly changing gov-
ernment and political perspectives, or national
institutional environments that are still in flux
and imbalanced (Barnett & Finnemore, 2004; Iriye,
2004).

Moreover, due to various countries and IGOs,
institutional schisms have different intensities with
different impacts on business environments. We
argue that the level of institutional schisms is based
on (1) the strength of a country’s national institu-
tions and (2) the degree of compliance with the
IGO’s related national and supranational institu-
tions. National institutional strength is based on
the national institutional environment of the
country and the implementation and control of
national institutions. Further, compliance captures
the nature of IGOs and the degree to which
member countries are following the rules and
bylaws of the IGOs. To illustrate our conceptual-
ization, we discuss institutional schisms in the
European Union (EU). Specifically, we outline the
impacts of the different levels of schisms on the
member countries and national/international busi-
ness activities. We postulate that the higher the
institutional schisms level, the higher the uncer-
tainty and mistrust in the system, resulting in more
challenges for firms in these environments and a
less attractive international business environment.

Our research offers several significant contribu-
tions to literature and policy. First, we provide a
conceptual perspective for IB and policy scholars to
understand the importance of IGOs and their
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impact on countries and the global business envi-
ronment. This insight is essential, as IGOs are an
integral part of the contemporary world order but
have faced significant challenges due to the many
uncertainties of recent years. If the status of IGOs is
changing, for example, due to the loss of credibility
or considerable non-compliance, the entire world
order would be affected.

We contest that the strength of national institu-
tions and the level of national-to-supranational
institutional compliance have significant ramifica-
tions for the degree to which a country aligns, or
not, with IGOs. We use arguments from interna-
tional relations (e.g., Pease, 2012) to outline the
relationship between IGOs and countries and their
respective institutions. We theorize the impact of
these supranational institutions on national insti-
tutional environments by applying new institu-
tional economics (North, 1990, 1991), i.e., the
impact of external pressures on national institu-
tional environments. The arguments and identifi-
cation of different levels of institutional schisms are
novel to institutional theory and precisely institu-
tional theory in IB (Aguilera & Grogaard, 2019;
Moore et al., 2019). Thus, it provides the IB field
with a novel perspective of conflicting global
institutions and their subsequent impacts on busi-
ness environments.

Second, these findings also contribute to the
international relations literature that has given
little consideration to the impact of IGOs on the
business environment and its actors. Despite the
rich tradition of the international relations litera-
ture studying IGOs, namely why countries join
them and what the benefits are of membership
(Tallberg, 2004a, 2004b), there is a considerable gap
in connecting this discussion of 1GOs to IB. We
thereby also provide critical insights for policymak-
ers facing pressures, both domestically and inter-
nationally, to balance the international
community and economic stability. Our theoriza-
tion indicates that even for lesser developed coun-
tries that currently cannot build and maintain
strong domestic institutions, there is a benefit for
positive engagement with 1GOs.

BACKGROUND AND THEORETICAL
FOUNDATION

Intergovernmental Organizations
The international relations field in political science
has long studied IGOs and their impact on the
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behavior of international actors (Buzan, 1993;
Keohane, 1998; Keohane & Nye, 1997). This liter-
ature emphasizes the interplay between national
actors and the global system in which they co-exist
(Sending & Neumann, 2006). These organizations
do so by facilitating collaborations between mem-
ber countries (Powell, 1991; Snidal, 1992), which
create networks and enhanced communication,
information transfer, and transparency among
members, especially when dealing with challenging
global agendas (Taninchev, 2015). What distin-
guishes IGOs from other multilateral agreements
and collaborations (e.g., free trade areas/agree-
ments) is the free-standing established organization
created and funded by member countries. The
collective budget is used to fund, for example, a
physical presence, offices, office equipment, salaries
of administrative staff, assembly expenditures, and
to support programs and initiatives that promote
stability and development across all member coun-
tries. The operating budget of the World Bank was
reported to be US $190 million in 2020 (World
Bank, 2019), of the International Labor Organiza-
tion (ILO) US $784 million in 2019 (ILO, 2019b)
and of the WTO CHF 197mil in 2020 (» US $212
million) (WTO Annual Report, 2020).

To address different global problems, IGOs create
global policies, rules, and regulations related to the
IGO’s agenda and subject matter that transcend
state borders (Boehmer & Nordstrom, 2008; John-
son, 2011). These are created to add solidarity and
standardization to the supranational and intergov-
ernmental system (Boehmer & Nordstrom, 2008).
When countries sign and ratify membership to an
IGO, they formally and willingly relinquish por-
tions of their sovereignty to the IGO by promising
to follow the IGO’s supranational policies, rules,
and regulations (Johnson, 2011; Volgy et al., 2008).
This is not to suggest that once countries join IGOs
they no longer control their own decisions (John-
son, 2011; Machida, 2009), but rather that they
experience immense supranational pressures that
influence their policy processes and structures. The
objective is to promote a global regulatory frame-
work through shared governance and policies that
align across all member countries (Johnson, 2011).
Thus, it is worth reiterating that joining IGOs is an
active policy choice, as is the decision to align
domestic regulations. In sum, functionally, IGOs
carry out concrete operations by providing a forum
for coalition and knowledge sharing, increasing
protection and security, and supervising the
enforcement of the regulatory standards put in
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place, all of which motivate countries to stay in
IGOs (Anderson & Reichert, 1995; Ekman, 2009;
Kahler, 2013). Indeed, compliance with 1GOs and
international accords is a critical barrier to the
functional benefits of global interdependencies
(Wells & Ahmed, 2007). Normatively, they shape
and define the supranational policies, rules, and
regulations that members have to adhere to (Ab-
bott, 1999; Buzan, 1993).

While these overall objectives and activities of
IGOs are generally the same, each IGO has a unique
focus and subiject, also leading to special member-
ship requirements (e.g., the EU requires its mem-
bers to follow a democratic political system),
working systems (e.g., the IMF’'s Managing Direc-
tors appointment process and tenure), and policies
and regulations (e.g., the WTO requires the com-
pliance with Trade-Related Aspects of Intellectual
Property Rights (TRIPS) regulations). This diversity
is often an issue when studying IGOs, as general-
ization can be challenging to achieve. Despite the
diversity, however, the underlying commonality of
IGOs is collective problem-solving activities and
cross-border interdependence. IGOs offer policy
advice for members, help solve international dis-
putes, provide legal expertise, and offer various
other safeguards for complex relationships between
countries (Busch, 2007; Ruggie, 1972). While some
countries, such as least developed or developing
countries, could potentially benefit more from IGO
membership, or the upholding of international
standards, than others, the summative argument
by international relations scholars (e.g., Buzan,
1993) is that every member sees the potential to
gain before joining." While IGOs are often studied
in the international relations literature, focusing on
how they impact countries from a political and
social perspective, there has been limited attention
in the IB literature to understand how they influ-
ence the global business environment (Moore et al.,
2019).

National and Supranational Institutions

The institutional theory strand of new institutional
economics classifies formalized and codified poli-
cies, rules, and regulations as formal institutions
(North, 1990, 1991). On the country level, national
governments influence these institutions by creat-
ing national institutions (national policies, rules,
and regulations) to guide and direct political,
social, and economic functions within their coun-
try. Depending on a variety of factors, such as
social, economic, and political conditions and

internal and external pressures, these national
institutions differ from country to country (Wil-
liamson, 2009).

Applied to an IGO context, the policies, rules,
and regulations created by IGOs for their members
create supranational institutions. Signing and rat-
ifying to the IGO means that member countries will
agree to align their national institutions with the
supranational institutions of the IGO. All member
countries create these supranational institutions via
a variety of different channels within the organiza-
tions. For example, the International Labor Orga-
nization (ILO) creates Conventions or Protocols
based on international labor concerns created by a
committee of member country representatives
(government, employer, and worker delegates). A
two-thirds majority vote of the 187 ILO con-
stituents are needed to adopt the Convention,
and once ratified and implemented, regular reports
secure the enforcement, while representation and
complaint procedures can be initiated against
countries if enforcement is deemed unsatisfactory.
There are currently 189 Conventions and six Pro-
tocols dating back as far as 1919 (ILO, 2019b).

Indeed, a structural benefit of most IGOs is that
they give all member states a voice and vote in the
decision-making process. However, this does not
suggest that power dynamics do not come into
play,” as we describe later. While various IGOs have
established enforcement and dispute systems to
ensure repercussions if IGO misalignment occurs,
even if no system is in place, many members still
maintain their membership due to the available
services of IGOs and the increase of legitimacy of
member states (Lupu, 2016). Thus, the interplay
between national and supranational institutions is
a co-evolutionary and dynamic process that merits
further attention.

INSTITUTIONAL SCHISMS
The supranational institutions of IGOs are binding
for member countries that ratify and agree to follow
the IGO’s policies and regulations. However, each
member country’s national institutions are depen-
dent on a variety of country internal/external
factors that can influence the alignment process
of the two institutions. If a country’s national
institutions that relate to the 1IGO-specific subject
misalign with supranational institutions of the
IGO, an institutional schism exists (Moore et al.,
2019). Each misalignment represents one institu-
tional schism, and the country can have a variety of
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institutional schisms, due to its membership in
multiple IGOs.

There are various reasons why institutional
schisms exist despite the country signing to the
IGO and ratifying its supranational institutions.
While these reasons are connected, they also merit
individual distinction. First, national institutions
are dynamic, as governments are regularly chang-
ing in most democratic countries, leading to
(sometimes even very rapid) changes in the
national institutional environment of countries
(Milewicz & Elsig, 2020). Although countries might
have been part of IGOs for many years, political
changes can challenge the willingness of countries
to align with IGOs (Thompson, 2015) fully. The
resulting misalignments are anticipated, known,
and conceded by policymakers and the
government.

An example is the US and the policies and
regulations implemented during the Trump admin-
istration (2016-2020). Among other policy and
regulation changes, the US applied trade measures
against certain Chinese goods for various reasons
that generally aligned with the administration’s
nationalistic economic policies, increasing political
tensions. As both countries are part of the WTO,
which has supranational institutions that largely
restrict tariffs and duties against other IGO mem-
bers, the US measures reflected misalignments of
national and supranational institutions. China
(and various other WTO member countries as third
parties) reported these schisms to the WTO in April
2018 (case DS543), August 2018 (case DS565), and
September 2019 (case DS587), claiming that the US
violated several articles of the GATT 1994 agree-
ment. The WTO dispute settlement system, specif-
ically the panel dealing with the case, agreed with
the complainants on September 2020 (WTO,
2018a, 2018b, 2019), reflecting an institutional
schism related to the WTO's subject of global trade
enhancements.

Second, the internal and external pressures are
too intense for a government, and full compliance
of national and supranational institutions is diffi-
cult to achieve even if the government and policy-
makers aim to do so. Internal pressures and
external pressures include social movements, polit-
ical forces, and lobbying efforts. These pressures are
exceptionally high in less developed countries with
institutional limitations, leading to institutional
lethargy. Developing countries’ institutions are
often still forming and developing (Cuervo-Cazurra
& Dau, 2009; Dau, 2013; Dau & Cuervo-Cazurra,
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2014; Dau et al., 2015). Governments often struggle
to form institutions while simultaneously trying to
progress the country, leading to weak implementa-
tion and enforcement possibilities of institutions
(Kwon, 2012; Swank, 2002). Thus, the alignment of
national and supranational institutions might cre-
ate imbalances between the independent national
and the centralized supranational institutions
(Diehl & Frederking, 2010; Drezner, 2009). For
example, in March 2018, the ILO established a
Commission of Inquiry to examine Venezuela’s
national policies related to minimum wage, labor
standards, and the protection of the right to
organize. The complaint was filed in June 2015 by
employer delegates at the ILO’s annual interna-
tional labor conference (ILO, 2019a). The develop-
ment level of Venezuela and its weak national
institutions did not align with the ILOs suprana-
tional institutional requirements, creating institu-
tional schisms on the ILO subject of labor standards
and rights.

Lastly, countries facing extreme global and polit-
ical uncertainty may become less compliant with
IGOs over time based on contextual factors and
events that change the country’s political, social,
and economic environments (e.g., COVID-19 or
war). Thus, while global and political uncertainty
may result in additional pressures, they are distinct
as they are categorized as a period of intense and
severe, but not permanent, difficulties. Specifically,
in crises, country governments and policymakers
take actions that do not always align with the IGO
as they prioritize the national over the suprana-
tional context. We saw this focus in many devel-
oped countries, such as the USA, during the
COVID-19 pandemic and vaccine distribution.
Various country governments prioritized their vac-
cine distribution, which countered WHO objectives
and policies. The 1GO called for shared and equal
distributions of vaccines under the COVAX initia-
tive and implemented related policies, such as
evidence-based immunization policies (WHO,
2021). Despite this stance by the WHO, the USA
and other developed countries devised their inde-
pendent vaccination policies (Beaubien, 2020).

All three reasons, i.e., dynamic changes, internal/
external pressures, and global/political uncertainty,
can also be evident, interact, and simultaneously
lead to institutional schisms in countries. For
example, the concurrent political protests and civil
unrests, a long history of government defaults, and
many leadership changes resulting in political
instability reversed Argentina’s developmental
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status and impacted its national institutions (Cam-
pos et al., 2012; Peréz, 2019). While Argentina is
still part of various IGOs like the WTO, UN, WHO,
and IMF, their compliance records to these IGOs
indicate that the country has had chronic trouble
with aligning national and supranational institu-
tions with various subjects since its economic crisis
in the early 2000s (Moore et al., 2019). For example,
Argentina reported IMF debt of over $300 billion
accumulated over years and several other violations
against IMF conditions (Bloomberg, 2019). This
example highlights the complexity of institutional
schisms as it shows that a particular country can
have multiple IGO memberships and institutional
schisms and that those schisms can be caused by a
variety of single or interconnected reasons.

The outlined examples are far from extensive and
only provide selected simplified insights. However,
they trace the complexities of institutional schisms
and their dependency on the IGOs, member coun-
tries, and the dynamism of institutional changes
(North, 1991). Further, they evidence and empha-
size the importance of two critical dimensions of
institutional schisms; (1) the strength of national
institutions (country-specific factors) and (2) the
degree of compliance of national institutions with
the IGO’s subject-specific supranational institu-
tions (IGO-specific factors).

Country-Specific Factors Impacting the Level

of Institutional Schisms

Each country has a unique national institutional
environment based on various factors and histori-
cal path dependencies, influenced by its political,
social, legal, and economic systems (North, 1990).
National institutions are founded on various poli-
cies covering a broad range of social, economic,
legal, environmental, and political areas. While
each area is important in different ways to coun-
tries and governments, each also contributes to the
country’s national institutions. This is an impor-
tant aspect, as specific policies have long-term or
short-term implications, are more critical for the
country, its population, business environment, and
government, or are more often changed and mod-
ified than others.

Moreover, the development level of a country
plays a significant role in the degree of implemen-
tation and control of national institutions (Wil-
liamson, 2009). In highly developed countries, the
performance and control of national institutions
are comparably strong, while in many developing
and least developed countries, institutional voids

prevail (Khanna & Palepu, 1997), challenging the
implementation and control of institutions (Wil-
liamson, 2009). These conditions make developing
countries’ institutional environment more vulner-
able to exogenous influences (Brandl et al., 2021;
Williamson, 2009), such as pressures from 1GOs or
foreign firms and global crises (Brandl et al., 2019;
Dau et al.,, 2020). While we generally consider
country-specific national institutions, we must
acknowledge that countries could also have differ-
ent institutional strength levels within their bor-
ders, i.e., at different regions, areas, or cities
(Goldin, 2019). All these influencing factors indi-
cate that national institutions can change and are
dynamic, but the totality of these policies is an
essential indicator of the strength of the national
institutional environment of a country.

In sum, national institutions are unique, context-
dependent, dynamic, and offer different degrees of
robust guidelines. Each of these factors plays an
essential role in determining the strength of a
country’s overall national institutional environ-
ment and in distinguishing the strength levels into
high and low.

IGO-Specific Factors Impacting the Level

of Institutional Schisms

Although governments are well aware of the
required compliance when signing and ratifying
to 1GOs, there are still different degrees of this
compliance due to the unique nature of each IGO
and their supranational institutions and the rea-
sons and objectives of participation by member
countries (Szasz, 2002). The nature of IGOs and
connected supranational institutions are depen-
dent on the agenda and subject of the 1GO, the
power dynamics within the IGO that influence the
institutions, as well as the expected and executed
implementation strategy of the supranational insti-
tutions (Merlingen, 2003).

IGOs can be very broad in their subjects, leading
to general supranational institutions that are easier
to comply with (Simmons, 2010). IGOs with more
specific subjects are more challenging to comply
with, as they typically have particular compliance
metrics that can challenge the enforceability of the
policies (Chayes & Chayes, 1991, 1993). Moreover,
depending on the agenda and the subject of the
IGO, different actors have special interests in the
institutions’ compliance. These actors can influ-
ence the compliance with lobbying work or protest
if unsatisfied with the compliance or non-compli-
ance. Further differences are also based on the
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compliance and dispute systems in place if non-
compliance is evident; some are stricter than others
and imply more serious repercussions (Ingram
et al., 2005).

Moreover, various IGOs are more prominent in
the current globalized world, including countries’
expectations to participate in them, while others
are less prominent, resulting in fewer participation
pressures (Karns et al., 2004). IGOs with 50 plus
members (e.g., the WTO) have a very different
agenda and organizational structure than I1GOs
with a few countries (e.g., Regional Center on
Small Arms). While larger organizations pressure
countries to participate in not being global ‘out-
siders,” they make it more challenging for countries
to actively influence the development of suprana-
tional institutions (Donno, 2010). In these cases,
power dynamics often plays a role in shaping the
agenda of the IGOs and the construction of supra-
national institutions.

Despite the theoretically equal power of all
members in good standing, practical global legiti-
macy and associated power within the IGO is still
dependent on the economic and political domi-
nance of some member countries (Bearce & Bon-
della, 2007; Machida, 2009) and their influence
within the IGO (Shanks et al., 1996). Similarly,
while all member countries pay dues that con-
tribute to the budget of IGOs, highly developed
countries often contribute more significant sums
while less developed countries contribute less
(Novosad & Werker, 2019). This difference has
important implications for power dynamics within
IGOs and influences on supranational institutions
(ibid). These supranational institutions are techni-
cally standardized for all IGO member countries,
but some IGOs have special requirements or con-
cessions for specific countries, often least developed
or developing countries. For example, the Trade-
Related Aspect of Intellectual Property and Services
(TRIPS) at the WTO allows member countries that
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classify themselves as developing to apply conces-
sions that result in a variety of implementation
processes (Brandl et al., 2016, Brandl, Darendeli, &
Mudambi, 2018). As a consequence of these differ-
ences, there are various levels of institutional
compliance of countries at different times.

In sum, the nature of IGOs and the reasons and
objectives of countries to join IGOs influences the
degree of compliance of the IGOs supranational
institutions and the national institutions of coun-
tries that directly relate to the IGOs subject. Thus,
the IGO specificity plays an essential role in deter-
mining the degree of compliance (low or high).

INSTITUTIONAL SCHISM LEVELS AND IB
Due to the outlined dependencies on country- and
IGO-specific factors, institutional schisms are not
just binary (existence or non-existence). They have
different levels, ranging from a comprehensive
opposition of institutions (very high institutional
schism) to a high level of misalignment (high
institutional schism) to moderately intense
misalignment (moderate institutional schism),
and minor to no divergences of institutions (low/
no institutional schism) (see Figure 1). Thus, coun-
try- and 1GO-specific factors can lead to a unique
nexus and level of institutional schism, impacting
IGO member countries and national/international
business environments.

While conceptualizing the different levels of
institutional schisms, we use the European Union
(EU) as an example. We consider the EU an IGO
with very strong regional power dynamics and
participation pressures for countries geographically
located within the area. Further, the international
relations literature has also used the EU as a focal
point when theorizing and examining IGO mem-
bership decisions and benefits (Tallberg, 2004a).
We consider the subject of the EU as an economic
union to mainly trade and business-related.

Figure 1 Conceptualization Low Compliance
of the level of institutional
schisms. Source author’s own 1
Very High High
Schism Schism
Weak National Institutions » Strong National Institutions
Moderate | Low/
Schism | No Schism
v
High Compliance
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Low Compliance

1. Very High Schism

Czech Republic, Greece,

Spain, Latvia, Poland

Weak National Institutions ‘

2. High Schism
Austria, France, Malta,

Netherlands, Estonia,
(UK)

3. Moderate Schism
Bulgaria, Cyprus, Croatia,
Hungary, Italy, Lithuania,
Portugal, Romania,
Slovenia, Slovakia

} Strong National Institutions

4. Low/No Schism

Denmark, Belgium, Germany,
Finland, Ireland, Luxembourg,
Sweden

High Compliance

Figure 2 Level of institutional schisms of EU member countries.
We use measures from 2019 and thus, include the UK in this
discussion before their official EU exit on January 1, 2020. In the
vague of dynamic political changes, we expect some countries

Moreover, various IGOs utilize the EU as a bench-
mark or organizational goal, further supporting our
use of the EU as an illustration.

We use secondary, publicly available data to
identify the different levels of institutional schisms
and distinguish the national institutions and com-
pliance of EU-related national and supranational
institutions. To determine the strength of national
institutions in EU member countries, we build on
prior IB literature (e.g., Dau et al., 2020) that uses
elements of the World Bank Governance Indicators
(WBGI) dataset (WBGI, 2020b). We can distinguish
EU countries into countries with strong national
institutions (e.g., Denmark, Germany, France, Swe-
den, and the Netherlands) and weak national
institutions (e.g., Cyprus, Romania, Poland, and
Hungary). To identify the compliance of EU-speci-
fic national and supranational institutions, we use
the European Commission’s (2020) Single Market
Scoreboard (see more information in Appendix 1).
The scoreboard measures the compliance of EU
countries with EU regulations, infringements of
member countries, violations against regulations,
and the interaction and communication of mem-
ber countries related to a variety of activities (e.g.,
legal, policing, trade of goods/services, FDI). Thus,
the compliance measures allow identifying the
different activities of the EU and the executed
implementation strategy of the EU supranational
institutions in member countries. We use the Single
Market Scoreboard rankings to identify EU coun-
tries’ compliance with EU institutions, allowing us
to distinguish EU members into countries with low
institutional compliance (e.g., France, Italy, and
Greece) and high institutional compliance (e.g.,

to change quadrant in 2020/2021, for example Hungary. Source
WB (2020b) and EU Monitor (2020)

Cyprus, Lithuania, Spain, and Belgium). We pro-
vide a complete categorization of all 27 (+ 1) EU
member countries in Figure 2.

Very High Institutional Schisms

Very high institutional schisms are evident in envi-
ronments with generally low institutional compli-
ance and weak national institutions. In these
environments, there is a lack of control of national
institutions, potentially due to existing institu-
tional voids (Khanna & Palepu, 1997) or the desire
of political leaders to purposefully misalign to
create uncertainties, as populist leaders often do
(Bronk & Jacoby, 2020). While supranational insti-
tutions could provide some guidance for the
national institutional environment, compliance is
low as the countries’ weak institutional environ-
ment make it challenging to implement the IGO
agenda and fully commit. In these environments,
the power dynamics of countries can have a strong
influence, and/or the unique country context
might significantly challenge the subject of the
IGO. As a result, the country does not experience
the benefits of IGO membership.

Moreover, dynamic political changes and the
personal agenda of politicians (Hartwell & Devin-
ney, 2021) can lead to purposeful misalignment of
national and supranational institutions while
remaining weak national institutions. Poland is an
example of an EU country with a very high
institutional schism. The country demonstrates
weak national institutions due to low regulatory
quality and the rule of law (60-80 percentile, WB,
2020). Moreover, out of seven indicators on the EU
Commission’s Scoreboard, Poland is below average
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on three, scores average on two, and above average
on three (EU Monitor, 2020).

In environments with very high institutional
schisms, the weak national institutions of these
countries have various impacts on domestic and
international business activities related to the IGO
subject. They indicate that locally operating firms
might face more challenges due to added uncer-
tainties and a lack of protection. However, it also
allows room for institutional exploitation, at least
more so than in countries that have strong national
institutions. The lack of compliance indicates that
the benefits of the IGOs supranational regulations
(e.g., the standardization of labor laws, movement
of capital, and resources across borders) are not as
secure and not realized fully. It also means that
these uncertainties allow for the exploitation of
regulations, such as labor laws or the unregu-
lated/less regulated movement of capital and
resources. This environment is volatile and less
predictable for foreign firms and, thus, is generally
riskier for international business activities. While
allowing various benefits, significant threats pose
challenges for foreign firms’ international business
activities. The preceding logic leads to the
proposition:

P1: In countries with weak national institutions and low

compliance between IGO-specific supranational institutions and

national institutions, (a) very high institutional schisms exist

which have (b) significant negative impacts on domestic and
international business activities.

High Institutional Schisms

High institutional schisms are evident in countries
with strong national institutions and low institu-
tional compliance. In these environments, national
institutions are well established and implemented
and provide a strong institutional environment.
The strength of the national institutions may
influence domestic policymakers to accept low
compliance with IGOs to maintain domestic sover-
eignty and control of institutions. Thus, the lack of
compliance could be caused by time sensitivity and
the lag between the signature, ratification, and full
compliance with IGO agendas, by unique member
requirements that might make it challenging to
implement policies (Brandl et al., 2018), or, most
likely, by a lack of acknowledgment of the IGO.
Due to the already strong national institutions, the
government could intentionally or unintentionally
choose to misalign with supranational institutions
to remain sovereign or accept the misalignment
since they do not need the structural benefits of the
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IGO. France is an example of an EU member with a
high institutional schism. The country demon-
strates strong national institutions, with high reg-
ulatory quality and high levels of the rule of law
(80-100 percentile) (WB, 2020). France also shows
high non-compliance with EU policies; out of seven
compliance measures of the EU Commission’s
Scoreboard, France performs very poorly and below
the average of EU members in five categories,
performs average in one category, and above aver-
age in only two categories (EU Monitor, 2020).

In environments with high institutional schisms,
business activities related to the IGO subject are
somewhat challenged. Although the strong national
regulations offer domestic and foreign firms some
security, their misalignments with IGOs have impor-
tant implications for the domestic business environ-
ment. These countries may have the capacity and
power to influence the agenda of IGOs and suprana-
tional institutions, but this power also allows non-
compliance with the institutions. Violations can
result in fines for both the countries and the
businesses in their markets. Continued violations
can also result in sanctions or restrictions being put
on countries, restricting international business
activities. For firms looking to do business in these
environments, the misalignment means that the
country prioritizes its institutions over suprana-
tional ones, causing policy uncertainties and the
need to understand the national institutional envi-
ronment fully. These uncertainties often result in a
lack of trust of foreign firms in the domestic business
environment and its systems (Nye et al.,, 1997).
Although domestic firms may experience it to a
lesser degree, international firms that have to nav-
igate various institutional environments may suffer
from the competing institutional forces.

The preceding logic leads to the proposition:

P2: In countries with strong national institutions and low

compliance between IGO-specific supranational institutions and

national institutions, (a) high institutional schisms exist, which

have (b) negative impacts on domestic and international business
activities.

Moderate Institutional Schisms

Moderate institutional schisms are evident in envi-
ronments with high institutional compliance and
weak national institutions. In these environments,
the national institutions are not well established
and primarily implemented yet. Since these coun-
tries have low institutional quality, they have the
most to gain from aligning with IGOs and their
policies (Dau et al., 2016a, 2016b). These countries
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are often more willing to converge and create
national institutions that align closely with supra-
national institutions (Fausett & Volgy, 2010; Reim-
ann, 2006). As a result, the IGOs can help the local
governments establish institutions, albeit they
cannot fully support their implementation and
control.

Moreover, by aligning with supranational insti-
tutions promoted by the IGOs, these countries
signal the international community’s readiness to
relinquish their sovereignty and align with the
IGOs. This conformity boosts the reputation and
legitimacy of these countries. Moreover, this align-
ment is intended to improve these countries’
security and stability, both politically and econom-
ically. Cyprus is an example of an EU country with
a moderate institutional schism. The country
demonstrates generally weak national institutions
due to low regulatory quality and low levels of the
rule of law (60-80 percentile, WB, 2020). However,
it is a leader in EU policy compliance; out of seven
potential categories, Cyprus is above average in six
categories, average in one category, and tops the EU
compliance metrics (EU Monitor, 2020).

In environments with moderate institutional
schisms, weak national institutions can challenge
foreign firm activities related to the IGO subject.
However, the strong alignment with IGO regula-
tions allows foreign firms to overcome some of the
uncertainties created through weak national insti-
tutions because they can rely on the supranational
institutions for guidance, which directly benefits
international business activities. Thus, this supra-
national institutional alignment increases certainty
and creates more transparent regulations that firms
can follow. Moreover, this can help international
businesses, mainly because standardized borders
facilitate doing business in multiple countries.
Specifically, when countries comply with EU law,
firms can take advantage of the free movement of
labor, goods, services, and capital, all of which
facilitate international business activities. For firms
looking to internationalize into a country with
moderate or low schisms, the low degree of insti-
tutional misalignment makes the country a more
desirable location for investments. The benefits are
identifiable rules and regulations that are followed
and can be used as guideposts for the firms, which
provides stability and security.

The preceding logic leads to the proposition:

P3: In countries with weak national institutions and high

compliance between IGO-specific supranational institutions and
national institutions, (a) moderate institutional schisms exist

which have (b) some negative impacts on domestic and interna-
tional business activities.

Low/No Institutional Schisms
Low/No institutional schisms are evident in environ-
ments with high institutional compliance and
strong national institutions. In these environ-
ments, countries have a highly developed institu-
tional environment with strong national well-
implemented and controlled national institutions.
Moreover, these institutions are aligned with the
supranational institutions due to the country hav-
ing dominant decision-making power in the IGO
(Kahler, 2013) and often set the agenda. Although
they may be less willing to relinquish sovereignty
to align with the supranational institutions, less or
no alignment is necessary since the institutions
being promoted by the IGOs are influenced by
these countries in the first place and align natu-
rally. Thus, compliance is generally high between
the national agenda and the IGO agenda, and the
implementation strategy is easily executable, if not
already in place, when signing and ratifying to the
IGO. Denmark is an example of an EU country with
a low institutional schism. The country demon-
strates strong national institutions, with high reg-
ulatory quality and high levels of the rule of law
(80-100 percentile, WB, 2020). It also shows rea-
sonably high compliance with EU policies; out of
seven potential categories, Denmark is above aver-
age in five categories, average in two categories, and
measures poorly in only one (EU Monitor, 2020).
In environments with low/no institutional
schisms, the most positive institutional environ-
ment for international business related to the IGO
subject can be found. These environments indicate
the highest degree of synergy between the coun-
tries and the IGO’s supranational institutions. The
strong national institutions and high compliance
allow certainty about institutional environments
for business activities. This certainty enhances the
trust and security of the country and its business
environment. Moreover, the compliance will
enable countries and firms to realize and capture
the full benefits of membership. Thus, foreign firms
will have a high interest in operating under these
conditions. The preceding logic leads to the
proposition:
P4: In countries with strong national institutions and high
compliance between IGO-specific supranational institutions and
national institutions, (a) low/no institutional schisms exist,

which have (b) minor/no negative impacts on domestic and
international business activities.
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CONCLUDING DISCUSSION

We set out to conceptualize the levels of institu-
tional schisms, i.e., the level of misalignment of
national and supranational institutions and their
expected impact on IGO member countries’
national business environment and the interna-
tional business environment. We argue that the
level of institutional schisms is contingent on the
strength of national institutions, based on the
implementation and control of institutions in the
country, and on the compliance of IGO-subject
related national and supranational institutions,
which is influenced by the nature of IGOs and the
reasons and objectives of member countries joining
them. We postulate that the higher the schism, the
higher the uncertainty and mistrust in the system,
resulting in more challenges for firms. Thus, insti-
tutional schisms generally add barriers for domestic
and international business activities, emphasizing
the benefits of IGOs on countries and business
environments. Of course, we have to acknowledge
that some firms (domestic and international) could
also benefit from these uncertain environments as
they use the instability of the systems to their
advantage. For example, some firms may recognize
the misalignment and take it as an opportunity to
violate (supranational and national) regulations or
find legal loopholes when defending their
activities.

More specifically, we propose that very high
institutional schisms exist in environments with
national institutions that are too weak to imple-
ment supranational institutions. These countries
are often still developing and struggle with their
compliance. High institutional schisms exist in
member countries with strong national institutions
that come with power, which can afford them the
purposeful misalignment with supranational insti-
tutions. These countries, marked with strong
national institutions and often higher levels of
economic development, can offset some of the
potential disadvantages of non-compliance because
they offer domestic stability in terms of regulations.
However, while we argue that very high institu-
tional schisms offer the most uncertainty for inter-
national business activity, the countries with high
institutional schisms pose the most threat to IGOs
because the power and leverage allow them to
challenge the supranational institutions. Indeed,
this can be seen with Brexit, which was the radical
conclusion of misalignments between the UK and
the EU and was influenced by the leverage of the
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UK to carry out leaving the IGO. Schisms are less
evident in environments with high compliance,
especially when institutions are also strong to
secure their implementation. In weak institutional
environments, the supranational institutions the
country complies with support the strength of the
national institutional environment, providing a
more supportive and stable business environment.
Thus, low and moderate levels of schisms offer
more security and certainty and have, in compar-
ison, fewer negative implications on national and
international business environments.

While we study an individual IGO and the
alignment/misalignment of its supranational insti-
tutions with national institutions, we need to
restate that countries can be members of multiple
IGOs and that IGOs have different scopes, setups,
and strict rules. While countries might have insti-
tutions that misalign and create schisms with the
supranational institutions of one IGO, they might
align with supranational institutions of other IGOs.
Considering the differing importance and power
IGOs have on some countries compared to others,
the different levels of institutional schisms can
have diverse impacts on the business environment.
To allow for a conceptualization of institutional
schisms, we generalized some of the arguments.
This conceptualization and related arguments can
be operationalized in various ways. The distinction
of the different levels of institutional schisms
allows identifying institutional challenges resulting
from IGO membership. Highlighted by the COVID-
19 pandemic and the importance of the World
Health Organization, the need for cooperative
international efforts is reinvigorated. Thus, it is
essential to fully understand the impact of IGOs in
the contemporary global business environment.
Although we use the EU as an example, opera-
tionalization can be applied to any IGO and
country context. The uniqueness of the IGO is
acknowledged by the degree of compliance (IGO-
specific factors), as is the country context with the
consideration of national institutional strength
(country-specific factors). The conceptualization
can be used to map countries and identify the level
of institutional schisms, which allows determining
the impact IGOs have on business environments.
To measure these levels, information on the formal
institutional strength of a country must be cap-
tured (e.g., as exemplified by the WBGI data in our
EU example), and the compliance of national and
supranational institutions (e.g., illustrated in our
EU example by violation/dispute recognition). At
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the same time, this approach is easier for IGOs with
internal processes for monitoring compliance; nev-
ertheless, it can and should be calculated for any
IGO when obtaining the correct information from
the organization.

Implications
These findings offer various implications for
research. The research aligns with institutional
theory research in IB that has traditionally focused
on institutions at the national level. Combining
the national and supranational institutional frame-
work allows for a more appropriate analysis of the
contemporary global business environment that
international actors have increasingly influenced.
This nexus is beginning to receive increased atten-
tion in the IB field (cf. Moore et al., 2021) but needs
more development. The international relations
field traditionally deals with the creation of insti-
tutions in the international community (Park,
2005) and an extended discussion of why and
when countries join 1GOs, while institutional the-
ory considers predominantly national institutions
(North, 1990, 1991). Combining a global perspec-
tive and a national-centered theory allows identi-
tying how 1GOs, i.e., international actors related to
supranational institutions, impact countries and
their actors, i.e., national actors related to national
institutions. Thus, we identify and theorize a direct
connection of supranational level activities on
national level activities in the international busi-
ness environment. We link the global environment
and political science with the national business
environment and its actors, which has been called
for by various researchers (e.g., Buckley et al., 2017)
Moreover, the combination of both neighboring
disciplines enables the conceptualization of institu-
tional schisms as the misalignment of supranational
and national institutions. The concept helps under-
stand the interaction between competing governance
bodies as they shape the institutions that influence
business environments. Thus, we contribute to insti-
tutional theory, specifically new institutional eco-
nomics (North, 1990, 1991), with insights on factors,
especially country external factors, that influence
national institutions and, as a result, a country’s
business environment. Unlike the institutional voids’
perspective, which deals with market inefficiencies
within countries, schisms help us understand gover-
nance misalignments through differing global and
national institutional environments, going beyond
the often-chosen domestic perspective of institutions
(e.g., Dau et al., 2020). This perspective is critically

important as there is a heightened sense of uncer-
tainty around the world that challenges the existing
global system. Although previousresearch has taken a
similar perspective and has focused on the impacts of
IGOs on the global community (e.g., Ingram et al.,
2005; McCormick & Kihl, 1979), scholars have sug-
gested that IGOs affect the international system, as
they help make sense of power structures in play
(McCormick, 1980; Merlingen, 2003).

Moreover, distinguishing the different levels of
schisms rather than considering them as one-
dimensional allows a nuanced understanding of
the impact of IGOs on business environments. This
insight is essential as there appears to be an increase
in non-compliance of member countries to some
IGOs, such as to the WTO (see the WTO dispute
settlements up to 2021, WTO, 2021). Even 1GOs
that are not primarily focused on business or the
economy almost always indirectly impact business
environments.

Our findings are valuable for practitioners and
policymakers, especially now as the world faces
severe global uncertainties. Understanding the role
of IGOs is essential for policymakers that influence
whether or not a country stays or becomes a
member of an IGO and its supranational institu-
tions. Indeed, this strategic choice of IGO mem-
bership is more pressing now than ever before.
IGOs are increasing in size and scope to combat
global problems that do not stop at national
borders (e.g., terrorism, economic collapse, and
health pandemics like COVID-19). While it may
seem straightforward for governments to join IGOs
and enjoy the benefits of collaborative problem
solving, the decision is complicated. Policymakers
have to worry about the issues of sovereignty when
joining or the efficacy of IGO membership; we
conceptually show that different levels of institu-
tional schisms can also create challenges for the
member country. The higher the institutional
schisms, the more negative is the effect on the
business environment. Thus, policymakers are
encouraged to understand the impact of institu-
tional schisms and act accordingly. Our conceptu-
alization argues that low/no levels of institutional
schisms result in a business environment that best
supports local and international business activities.
With the alignment of national and supranational
institutions, policymakers have the opportunity to
provide the best possible business environment for
their country. While this argument applies to all
countries, it is essential for lesser economically
developed countries. Their policymakers are tasked
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with improving economic conditions, stimulating
economic growth, and providing local and foreign
businesses stability.

To align their national policies with supranational
institutions as best as possible, policymakers need to
understand them and their objectives fully. With the
wide variety of IGOs and their unique regulations,
this might be challenging, specifically when coun-
tries are members of multiple IGOs. To support this
alignment, IGOs provide support systems to mem-
bers that need assistance. These support systems are
based on collaborative actions of members and allow
policymakers to fall back on a source of experience,
knowledge, and support programs, i.e., educational
and training platforms aimed at helping policymak-
ers understand the functional benefits of member-
ship. IGOs also provide support through summits,
regular meetings, and transparency. These support
systems help disseminate information and allow
policymakers and country delegates to make collec-
tive and collaborative decisions.

Moreover, to align institutions, policymakers
have to convince the country’s population of their
benefits. This is no easy task in the ages of
nationalism and populism; during crises, when
IGOs are needed the most, policymakers often face
challenges in conveying the benefits of IGOs to
convince their constituents. The collaborative and
social focus of IGOs is at the heart of this discourse
and is strongly dependent on the induvial policy-
makers’ leadership (Hartwell & Devinney, 2021).
Thus, to promote alignment even in crises, policy-
makers have the added responsibility of trans-
parency and information sharing; for example,
decisions made at global summits or IGO meetings
are often not effectively communicated to the
general public. To help bolster support for institu-
tional alignment, policymakers should be as trans-
parent and informative as possible.

The alignment allows certainty for the business
environments related to the IGO subject. If com-
pliance is low, the only way to overcome the
challenges is through strong national institutions.
However, it is essential to remember that policy
construction is an active and iterative process in
which institutions are dynamic and ever-changing,
and individuals have agency (Hartwell & Devinney,
2021). Countries with very high institutional
schisms may behoove these countries to increase
compliance and actively engage with IGOs to reap
membership benefits. IGOs, like the EU, can offer
institutional supports, collaborative networks, and
interdependencies. Over time and with increased
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engagement, these countries may enjoy the func-
tional benefits of compliance and improve their
domestic institutions through policy transfer
(Moore et al., 2020; Stone, 2012).

Business actors need to understand the impact of
institutional schisms on their activities and the envi-
ronment of operation. We provide insights on the
expected outcomes of IGO involvement on business
environments. For example, we theorize that the
lowest levels of institutional schisms cultivate the
most positive environment for domestic and interna-
tional firms. These countries offer domestic regulatory
stability and facilitate the full advantage of the
benefits of IGO membership (e.g., cross-border flows
of people, products, and capital, information sharing,
increased security, and peace). Conversely, countries
with the highest levels of institutional schisms not
only offer a challenging domestic environment but
also do not allow firms to utilize the potential benefits
of IGOs that might offset these challenges.

Thus, managers need to understand the implica-
tions of institutional schisms and act accordingly.
From a market strategy perspective, firms need to
understand how to navigate and exploit institutional
schisms if operating in such environments. To this
end, firms need to be attuned to the social and political
movements and changes within countries to try and
forecast whether or not the country they are operating
in is likely to align with the IGOs or not. Since schisms
are dynamic, managers must be aware of changes to
the administration. However, there are also non-
market perspectives to consider as firms can and do
influence policy. We suggest that firms can play two
critical roles. First, MNEs can push for global standards
toinfluence and shape policy. By signaling compliance
to global initiatives and signing onto international
protocols, MNEs can signal to various stakeholders
(including home and host country governments) that
there is a need for global regulation. This can put
pressure on governments and policymakers to better
align with supranational institutions. Additionally,
MNE:s can serve as active policy advocates within the
countries they operate in to influence policymakers to
align with global standards and organizations.
Although not all MNEs will have the same influence,
managers who are actively interested in promoting
global standardization and cooperation can engage in
lobbying and coalition building.

Limitations and Future Research

Several limitations can be identified and built upon
in future research. While we discuss the importance
of IGOs and how their supranational institutions
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impact member countries and business activities, we
do not (and cannot) discuss their future existence
and, thus, refrain from any speculations on their
future. However, we hope that our research sparks
interest in further research on the connection of
IGOs and (international) business. Similarly, we
acknowledge various additional IGO related limita-
tions: we are not able to discuss, in detail, the
legitimacy of IGOs and perceive them to be equally
legitimate; we only restrictedly acknowledge that it
may be more critical for a country to align with some
IGOs than others and that they also can falsely align
(see Siegel, 2005 for a firm comparison on this topic);
and we do not acknowledge potentially conflicting
or competing IGOs, a scenario which may arise when
a state is a member of multiple IGOs with potentially
divergent interests. Thus, we are aware that our view
is limited and only allows restricted insights but
argue that our conceptualization permits enough
room to acknowledge the uniqueness of each IGO
and, with it, the complexity of legitimacy and
importance. This is primarily an important point in
countries, which are members of multiple IGOs. A
different institutional theory strand that focuses on
institutional legitimacy would allow such a perspec-
tive and provide further insights.

We only use narrative examples to illustrate our
conceptually derived concepts and arguments and
encourage future research to test and measure these.
We strongly urge scholars to analyze and test differ-
ent levels of institutional schisms to enhance IB
scholarship. We consider the notion of institutional
schisms significant for the IB field and other disci-
plines, as it allows identifying supranational impacts
on countries and their business environments.
Future research could expand upon the measures of
IGO involvement by attempting to assess the depth
and weight of this involvement and by applying
research methods that allow a more descriptive
identification of different levels of institutional
schisms. Our derived propositions could be a starting
point for this discussion. Our conceptualization
provides a template for how to measure institutional
schisms. In particular, we outline the need to mea-
sure both compliances with IGO regulations and
domestic institutional strength. We demonstrate
how to carry this out within the EU.

However, future scholars can, and we hope they do,
follow this process for multiple IGOs. Detecting
compliance records of IGOs might be easier for some
organizations than for others, as records may not be
readily accessible. Nonetheless, together with the
formal regulatory strength of countries, which could

be gained from the WBGI, it is possible to measure
institutional schisms across IGOs or countries.
Researchers, for example, could focus on one country
by looking at the country’s regulatory quality and
IGO membership and compliance over time. Further,
although assigning weights to different IGOs and
considering power would be challenging, it is possi-
ble with follow up work; doing so would add signif-
icant value as weighted IGO measures could then be
used to develop testable hypotheses to examine the
severity of schisms on countries and how different
intensity levels of schisms impact firm-level strategy,
behavior, and performance. We hope that future
scholarship sees this research as a call for follow-up
studies looking at institutional schisms and their
impact on the global business environment.

Finally, we focus on the alignment of one IGO
and its supranational institutions with the national
institutions of a country, rather than an accumu-
lated perspective of all IGOs, and emphasize the
categorical level of this schism. Thereby, we
acknowledge that the distinction and categoriza-
tion of levels of institutional schisms into very
high, high, moderate and low/no schisms man-
dates future scholarly efforts. Currently, we do not
fully recognize the compliance across multiple
IGOs that have different amounts of global power.
Like many academic frameworks, we balance gen-
eralizability and applicability of the concept for
future scholarship. While we believe our work
provides a critical foundation in understanding
how to categorically measure institutional schisms
with one IGO, we recognize and hope future
researchers continue to build on our concept with
additional theoretical and methodological specifi-
cations on the concept of institutional schisms.

ACKNOWLEDGEMENTS

We thank the editors Timothy Devinney and Sarianna
Lundan, as well as the anonymous reviewers for their
supportive feedback on this article. We are also very
grateful for the support of Bettina Alvarez Canelén,
Alyssa Cecchetelli, Denisse Jiménez, Ania Palka Dau,
Larissa Marchiori Pacheco, Karen Moore, Gary Moore,
and various conference and seminar participants. We
are also grateful for the financial support of North-
eastern University’s Global Resilience Institute, Center
for Emerging Markets, and DiCenso Professorship;
University of Reading Henley Business School’s Dun-
ning Visiting Fellowship; and University of Leeds
Business School’s Buckley Visiting Fellowship.

Journal of International Business Policy



Intergovernmental organizations, institutional schisms

Elizabeth M. Moore et al. Z ; E

NOTES

'"We recognize that there are three major para-
digms within the IR literature that typically debate
IGOs and that each of these paradigms may offer a
different explanation as to why countries join
IGOs. While this discussion falls outside of the
scope of our research, we recognize that other
scholars may find these differences useful in future
research.
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APPENDIX 1
European Commission Single Market Scoreboard

Performance indicators

Transposition consists of the conversion of EU
institutions into the national institutions of mem-
ber countries. Monitoring transposition ensures
their proper implementation by revealing transpo-
sition deficits (difference between directives
adopted by EU and directives transposed by mem-
bers) and conformity deficits (incorrectly trans-
posed directives). Overall transposition
performance is calculated based on scores for five
indicators: [1] Transposition deficit (% of all direc-
tives not transposed, [2] Change in number of non-
transposed directives over the last 12 months, [3]
Long-overdue directives (2 + years), [4] Total trans-
position delay (in months) for overdue directives,
[5] Conformity deficit (% of all directives trans-
posed incorrectly).

Infringement procedures are initiated when mem-
ber countries fail to implement EU law and the
Commission takes legal action against them. Mon-
itoring infringements helps to ensure that members
continue to properly implement the Single Market
law to achieve their goals. Overall performance for
infringements is based on the sum of the four
indicators: [1] Number of pending infringement
procedures, [2] Change in the number of infringe-
ment cases over the last 12 months, [3] Duration of
infringement proceedings (in months), [4] Dura-
tion since Court’s ruling (in months).

The EU Pilot facilitates informal communication
between the Commission and member countries
regarding potential non-compliance with EU law
before formal infringement procedures are initi-
ated. Performance is based solely on the average
time taken for each member to respond to queries
checked against a 70-day time limit.

The International Market System (IMl) is a platform
for national, regional, and local authorities across
the EU to communicate with each other and to get
access to information and other services. Overall
performance of the IMI is based on the following
five indicators: [1] Speed in accepting requests (%
accepted within 7 days), [2] Speed in answering
requests (average number of days taken to answer),
[3] Requests answered by the date agreed in IMI
(%), [4] Timeliness of replies as rated by counterpart
(% of negative evaluations), [5] Efforts made as
rated by counterparts (% of negative evaluations).
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eCertis is a reference database used by parties
participating in procurement procedures or con-
tract bids. It supports bidders and buyers by
providing information on what evidence and doc-
uments are required from both sides and any other
information needed. Overall performance is based
on two indicators with two sub-indicators as
follows: [1] Criteria completeness (% of criteria set
at EU level recorded in eCertis for each country), [2]
Evidence recorded (# of items of evidence).

EURES is a website for Europe-wide job searches
and recruitment opportunities with offered support
from advisors. Its main goal is to facilitate the free
movement of workers. Overall performance is
based on the five following indicators: [1] Compli-
ance with the EURES Performance Measurement
System (%), [2] IT compliance for the EURES Portal,
[3] Labor market share (%), [4] User satisfaction
with EURES services, [5] Job placement vs. labor
mobility.

Your Europe is an online portal providing infor-
mation to those moving to or doing business in the
EU. It contains two separate sections for Citizens
and for Business and has content provided by EU
institutions and national governments. Overall
performance is based on the three following indi-
cators: [1] Answers received by the Editorial Board
from their national administration to requests for
information for Your Europe, [2] Attendance at two
Editorial Board meetings during the reporting
period, [3] Traffic from government pages to Your
Europe and promotional activity requested by
members of the Editorial Board.

SOLVIT is provided by national administrations
and offers faster and less formal methods of solving
issues arising from incorrectly applied EU legisla-
tion by public authorities in other Member States.
It is used by citizens and business whose rights have
been compromised. Overall performance is based
on the following seven indicators: [1] Home center
sending an initial reply within the 7-day target, [2]

Home center submitting case to lead center within
30-day target, [3] Home center accepting a pro-
posed solution within 7-day target, [4] Home center
not accepting a complaint within 30-day target, [5]
Lead center accepting a case within 7-day target, [6]
Lead center handling a case within 10-week target,
[7] Lead center resolution time.
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