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Abstract: Many international organizations (IOs) use membership suspension to sanction states 
that violate institutional rules. But do suspensions actually generate costs for the violator state? 
This paper assesses the reputational and material effects of the most common type of IO 
suspension – when IOs suspend member states for political backsliding (including coups d’état, 
serious election irregularities, human rights violations, or egregious reversion in democracy). We 
argue that markets react to IO suspensions (above and beyond the political backsliding event 
itself) because IO suspensions provide clarity of interpretation for backsliding events, which are 
often contested at the domestic level and tend to take place in the information-poor arena of 
developing democracies. Beyond the backsliding event itself, IO suspension can tarnish the 
state’s  reputation and generate material costs because it makes international analysts and 
investors shift their assessment of whether the country can honor its commitments. Just as 
countries joining IOs are considered more credible, countries suspended from an IO are 
considered less credible. We use an original dataset of IO suspensions from 1980 to 2010 and 
show that IO suspension creates reputational damage through negative changes in country risk 
ratings. Since country risk ratings are an important heuristic for investors and influence the flow 
of international capital particularly in developing countries, we also show that IO suspensions 
can generate substantial costs for violator states by reducing foreign direct investment and 
foreign aid.  
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1. Introduction 

Many international organizations (IOs) have used membership suspension as a tool to 

punish  states  that  violate  the  group’s  agreement.3 While suspension is reserved for the most 

egregious state violations or instances when the remaining IO members are unified, suspensions 

garner significant media attention. Indeed,  recent  newspaper  headlines  have  highlighted  “African  

Union suspends Burkina Faso  after  military  coup,”4 “Organization  of  Islamic  Cooperation  

suspends  Syria”,5 and  “Mercosur  suspends  Paraguay  over  Lugo  impeachment.”6 These examples 

prompt an important question: do IO suspensions matter? Do IO suspensions generate material 

costs for the suspended country? 

Recent research provides at least two reasons to expect that states will suffer materially 

when they are suspended from an IO. First, international relations theory has routinely referred to 

IO membership as a mechanism that makes  a  state’s  commitments  “credible” because it imposes 

costs.7 This hand-tying logic suggests that when suspension is invoked, the country will be less 

                                                             
3 Since World War II, there have been at least 95 instances when international organizations 

(IOs)  have  used  membership  suspension  as  a  tool  to  punish  states  that  violate  the  group’s  

agreements. See Vabulas 2016; von Borzyskowski and Vabulas 2016. 

4 Available at http://www.aljazeera.com/news/2015/09/african-union-suspends-burkina-faso-

military-coup-150919073352770.html. Accessed 26 July 2016.  

5 Available at http://www.reuters.com/article/us-syria-crisis-islamic-summit-

idUSBRE87E19F20120816. Accessed 26 July 2016.  

6 Available at http://www.bbc.com/news/world-latin-america-18636201. Accessed 26 July 2016. 

7 Stone 2002; Pevehouse 2002.  

http://www.aljazeera.com/news/2015/09/african-union-suspends-burkina-faso-military-coup-150919073352770.html
http://www.aljazeera.com/news/2015/09/african-union-suspends-burkina-faso-military-coup-150919073352770.html
http://www.reuters.com/article/us-syria-crisis-islamic-summit-idUSBRE87E19F20120816
http://www.reuters.com/article/us-syria-crisis-islamic-summit-idUSBRE87E19F20120816
http://www.bbc.com/news/world-latin-america-18636201
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credible because they have broken the international agreement.8 Since  a  country’s  credibility  is  a  

key factor shaping the expectations of international investors, IO suspensions should have a 

significant material effect.  

Second, IO scholarship has shown that states get a boost in international markets when 

they join IOs because accession  provides  a  “seal of approval”  of  the  country’s  policies  which  

allows  investors’  expectations  to  converge.9 Furthermore, the initialization of IO membership 

has been associated with a drop in that country’s risk ratings,10 an improvement in the  country’s 

credit ratings,11 and a  reduction  in  the  country’s  sovereign  debt  spreads.12 This prompts an 

important corollary expectation: if joining elicits a positive market effect, does the opposite also 

hold? Do international markets use IO suspension as a “heuristic of disapproval” which triggers 

them to associate more economic risk with the country?  

These theoretical foundations are also connected to a wider body of research that shows 

IOs have independent effects on international politics.13 This robust literature shows how IOs 

increase information-sharing, stabilize expectations, and send signals. In contrast, skeptics argue 

that IOs are merely epiphenomenal and should have no independent effect on world affairs.  

                                                             
8 de Haan and Sturm 1992; Landes and Posner 1975. 

9 Gray 2009. 

10 Dreher and Voigt 2011. 

11 Tomashevskiy and Kono 2015. 

12 Gray 2009. 

13 Boehmer, Gartzke, and Nordstrom 2004; Pevehouse and Russett 2006; Mitchell 2006; 

Pevehouse 2002; Rose 2005; Goldstein, Rivers, and Tomz 2007; Simmons 2000; Jo and Gartzke 

2007. 
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This paper leverages original data on IO suspensions worldwide since 1980 to assess 

whether IO suspensions generate reputational and material costs for the violating country. For 

analytical clarity, we focus on the most common type of IO suspension – when IOs suspend 

member states for political backsliding (including  coup  d’états, election irregularities, human 

rights violations, or egregious reversion in democracy). In order to identify the effect of IO 

suspension on  changes  in  country’s  market  credibility  and  capital  inflows, we match similar 

underlying situations and then compare a case in which a country was suspended to a case in 

which the country was not suspended. This allows us to more cleanly isolate the effect of the 

suspension above and beyond the underlying backsliding event itself. Specifically, we document 

that IO suspensions change perceptions of market credibility as indicated by political risk ratings, 

risk premiums, and transfer risks. Beyond changing perceptions, we also show that suspension 

affects actual capital flows: IO suspensions are associated with reductions in foreign direct 

investment and foreign aid. Taken together, we show that analysts and investors use suspension 

as  a  heuristic  to  evaluate  the  country’s  ability  to  honor  its  commitments  and  adjust  their  country 

risk ratings accordingly, which has direct effects on the international flow of capital.  

The paper has important implications for international relations research. First, we 

confirm that international organizations play an important role in sending credible signals to 

markets about the behavior of member states. We contribute to this research by showing that 

markets do not just react favorably when states join IOs but they also react negatively when 

states are suspended. This underscores the essential role that IOs play in providing information in 

an anarchic society, a longstanding theoretical claim.14 Second, we highlight how 

(non)membership  in  an  IO  can  affect  states’  reputations,  particularly  for  developing  

                                                             
14 Keohane 1984. 
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democracies. Suspension negatively brands violator states which then suffer costly consequences 

in  the  eyes  of  international  investors.  Just  as  membership  in  IOs  can  enhance  a  state’s  reputation,  

being excluded from the club can stigmatize a state and have costly consequences. Third, our 

paper contributes to longstanding debates on whether treaties are just scraps of paper. By 

showing how international markets react to IOs punishing treaty violations, we emphasize that 

states suffer costly consequences above and beyond any punishment they receive from political 

backsliding itself. This shows that suspensions can play a powerful role as a form of multilateral, 

targeted sanction in the international community. 

 

2. Background and Theory 

Suspension from  an  IO  removes  some  or  all  of  a  violator  state’s  membership  benefits:  a 

suspended state is not allowed to vote, attend meetings, or otherwise participate in IO decisions. 

We focus on the most common type of IO suspension—those in response to political 

backsliding—for several reasons. First, the majority of suspensions (48 of 95 cases or 51%) 

occur after  a  member  state’s  political  backsliding.  These cases contrast with other suspensions 

like economic violations. For example, the International Monetary Fund (IMF) suspended 

Zimbabwe  in  2003  for  “not  sufficiently  strengthening its cooperation with the IMF in areas of 

policy implementation  and  payments.”  Second, the effects of suspensions for other reasons might 

be heterogeneous.15 Third, by focusing on IO suspensions for political reasons—rather than say, 

                                                             
15 For example, being suspended from being in financial arrears on budget payments may not be 

as negatively construed by markets as gross political violations. International investors may view 

financial arrears as a reflection of capacity, rather than something that is deeply connected to the 

nation’s  credibility  toward  commitments.   
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economic reasons—we undertake a hard test of our argument that IO suspensions generate 

measurable responses in the market.  

IO suspensions due to political backsliding—the focus of this paper—have increased 

five-fold since 1990, as shown in Figure 1.16 As a result, IO suspensions due to political 

backsliding have occurred across a wide range of IGOs, as shown in Figure 2.17 The African 

Union (AU), Commonwealth, and Economic Community of West African States (ECOWAS) are 

the most frequent suspenders.  

 

[Figures 1 and 2 about here] 

 

Despite the increasing trend, IGOs suspend states rarely. This is not for lack of 

opportunity:  countries’  political  backsliding  is  widespread.  Figure  3  shows  the  number  of  

countries which backslide and those that get suspended over time. This figure reveals a large 

gap: on average about 27 of 190 countries worldwide regress politically each year. Yet only 

about 1 of those 27 violators gets punished with IO suspension.18 This means that we might 

expect that the rare cases when suspension is carried out might have particularly high costs. 

 

[Figure 3 about here] 

 

                                                             
16 von Borzyskowski and Vabulas 2016. 

17 Ibid. 

18 Ibid. 
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Examples suggest that this punishment tool is seen as a strong signal to markets: even 

when markets downgrade a country due to its actual violation, an IO suspension can impose 

additional material costs several days later. For example, after a disputed election on December 4 

2010, ECOWAS and the AU suspended Ivory Coast on December 7 and 9. Following these 

suspensions, the yield demanded by investors to buy Ivory Coast's $2.3 billion Eurobond shot up 

by nearly four percentage points. Importantly, these market reactions happened several days after 

the election itself.   

Similarly, Honduras lost millions of dollars in aid and loans after its suspension from the 

Organization of American States (OAS) following the ouster of President Manuel Zelaya in 

2009. International analysts saw the suspension as  code  for  “cutting  them  off  at  the  knees.”19 

“The  OAS  suspension  []  complicates  the  country's  access  to  loans,  particularly  from  the  Inter-

American Development Bank, which said last week it would pause in implementing its programs 

in Honduras and would "decide its future course of action depending on decisions taken by the 

OAS."20 In sum, international organizations garner worldwide attention when they suspend states 

for violating rules and various country risk rating reports directly cite IO suspensions as a factor 

in their assessments. 

In addition to these examples, two strands of IR literature provide important theoretical 

justification for expecting that IO suspensions will be costly for states. One revolves around IO 

accession as a mechanism for making credible commitments and one around IO accession for 

                                                             
19 Available at http://www.idahostatesman.com/news/article40697088.html#storylink=cpy. 

Accessed 25 October 2016. 

20 Ibid. 

http://www.idahostatesman.com/news/article40697088.html#storylink=cpy
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reducing uncertainty. Both strands have long argued that countries receive benefits from joining 

IOs, so being removed from an IO should conversely generate costs.  

 

Making Credible Commitments  

The first strand of IR and CP literature which posits that suspension should generate costs 

is research arguing that IOs  provide  states  a  mechanism  for  “credible  commitment.” Most 

scholars explain that politicians join IOs because this allows them to overcome time 

inconsistency problems by delegating policy to a supra-national forum which is less responsive 

to changes in executive power than national legislation.21 Stone (2002), for example, argues that 

one of the key functions of a country utilizing the  IMF’s  lending  arrangements  is  to  increase  the  

credibility  of  that  country’s  policy  reforms.  

But the credibility of the IO commitment comes from the costs associated not just with 

fulfilling initial accession conditions but also the costs that might come from being removed after 

accession. For  example,  Snidal  (1985:  938)  argues  that  the  “threat  of  exclusion,  if  credible,  may  

be  an  important  device  for  ensuring  that  states  behave  cooperatively.”  Moravcsik  (1997:  26)  

asserts  that  “the  only  tool  that  can  impel a state to accept an outcome on a major issue that it does 

not  prefer  to  the  status  quo  is  the  threat  of  exclusion.”  Moreover,  Pevehouse  (2002:  522)  argues  

that  “regional  IOs  can  apply  pressure  in  a  variety  of  ways  [including]  expulsion  from  the  

organization.”   

The credible commitment logic—widespread in our understanding of how IOs push 

states to change behavior—is based on the assumption that membership removal is costly to a 

state. For example, Pevehouse argues that “IOs  signal a commitment to reform by setting in 

                                                             
21 de Haan and Sturm 1992; Landes and Posner 1975. 



 
 

8 

place mechanisms to increase the cost of anti-regime  behavior”  (2002:  613). He goes on to 

explain that the credibility of this commitment is enforced through the potential for increased 

costs which  can  “arise[s] from conditionality imposed by the organization on members. Any 

reversal of reform can bring sanctions, even expulsion, from the organization,” and “the  high 

costs imposed by these organizations (e.g., sanctions or expulsion) create a clear incentive to 

work within the rules of the system. This cost serves as a potential deterrent to winners who 

would undermine liberal reform and thus is the key source of credibility for domestic reformers. 

This external constraint can guard against backsliding that might arise from time-inconsistent 

preferences of leaders or changes in state leadership (political parties or individuals)” (2002: 

614; emphasis added). 

 

 Reducing Uncertainty  

The second strand of literature that provides theoretical justification for expecting that IO 

suspension will be costly focuses on the role of IOs in reducing uncertainty (Axelrod 1981; 

Keohane 1984; Koremenos, Lipson, and Snidal 2001; Morrow 1994; North 1990). While the 

ability for IOs to reduce uncertainty has long been articulated as a diffuse advantage, recent 

research has pinpointed more specific effects. Indeed, scholars have begun to dissect the 

quantifiable effects of a country joining an IO by measuring how the stock market reacts to these 

international decisions. While these economic benefits reflected in market fluctuations are just 

one way to measure the effect of a state joining an IO, previous scholars have latched onto this 

framework because of the availability of market data and the fact that it can be attributed to the 

timing of political choices.  
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For example, Gray (2009) shows that post-communist EU candidate countries receive 

forceful  drops  in  market  risk  when  the  EU  “endorses”  preexisting  policy  reforms and approves 

the  country’s candidacy in the EU. More specifically, Gray shows that third party expectations of 

a country’s  risk  (i.e. sovereign debt bonds) decrease when these countries become EU members 

because their perceptions of the economy and expected future returns on investment become 

more favorable. In other words, Gray shows that the policy reforms themselves do not cause the 

change in market risk, but instead, markets view the countries as less risky because the EU has 

formally allowed the country to accede as a result of their policy changes. This separation 

between  a  country’s  action  and  the  subsequent  signal that an IO can send in addition is mirrored 

in the case of membership suspension. 

In further work, Gray and Hicks (2014) demonstrate that states about whom individuals 

may have few prior beliefs can gain positive reputational effects when they have IO ties to states 

with good reputations. Specifically,  if  a  relatively  unknown  country  joins  an  IO  with  a  “good  

reputation”  country,  the  original  state  is  viewed  as  being  less  risky. These research is also 

instructive in the case of IO suspensions which largely escape the well-known or geopolitically 

powerful countries.22  

In a similar vein, Dreher and Voigt (2011), also argue that when states join IOs, they get 

a boost in market credibility. Dreher and Voigt measure these market effects using a different 

dependent variable: country risk ratings which are widely calculated by various corporations and 

organizations. They argue that when a state joins an IO, the country increases its international 

standing because it delegates some of its powers to the international organization, effectively 

removing the ability for a domestic government to make poor, short-sighted decisions. In other 

                                                             
22 von Borzyskowski and Vabulas 2016. 
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words,  by  joining  an  IO,  the  country  quite  literally  becomes  “less  risky.”  Baccini and Urpelainen 

(2014)  further  extend  these  findings  by  showing  that  participation  in  IOs  affects  a  country’s  

credibility both for international and for domestic audiences. Similarly, Tomashevskiy and Kono 

(2015) show that countries improve their sovereign credit rating when they participate in 

preferential trade agreements (PTAs)—a narrow slice of IOs. Their twofold argument is that 

since PTAs can reduce trade volatility, they can better secure the export revenues needed to 

service sovereign debt; and second, that credit rating agencies act positively to IO membership 

decisions because they equate this with (less risky) liberal economic policies.  

Given these various quantifiable market benefits from states joining an IO, our research 

examines whether the opposite also happens. Does IO suspension generate material costs? Do 

markets perceive countries that are kicked out of an IO to be riskier? In other words, if we see a 

“seal  of  approval”  in  joining  an  IO,  do  we  also  see  a  “seal  of  disapproval”  when  countries are 

kicked out of IOs? We argue that IO treaties raise the reputational ante because they publicize 

international commitments and embed them in a legal framework, making it costlier to renege.23 

Put differently, countries that break casual commitments may be viewed suspiciously, but those 

who renege on treaties (i.e. on which IOs are based) will be viewed with special skepticism. 

International markets may then conclude that if a country does not uphold its legal commitments, 

it cannot really be trusted to honor promises or threats of any kind. 

 

Distinguishing the Effect of Backsliding from the Effect of Suspension 

Our analysis seeks to understand if and to what extent markets react to an IO suspension 

above and beyond their reactions to the political backsliding event itself (e.g. the uncertainty or 

                                                             
23 See also Tomz (2008); Simmons and Hopkins 2005: 623; Guzman 2008. 
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discredit  caused  by  a  coup  d’état). To be sure, the very behavior that triggered IO suspension in 

the first place can be responsible for significant international market uneasiness, complicating 

identification.  A  coup  d’état,  for  example,  might  shake  the  country’s  economic stability, creating 

large  uncertainty  about  the  country’s  political  and  economic  risk.  We  do  not  wish  to attribute the 

effect  of  the  coup  d’état  to  the  effect  of  suspension  from  the  IO.  Instead,  the  contribution  of  this  

paper is to show whether markets react specifically to the IO signal—that is, above and beyond 

the  coup  d’état  itself.  We  want  to  assess  the differential effect on country risk ratings for 

countries that backslide and are suspended versus otherwise similar countries that backslide but 

are not suspended from an IO. In other words, does the suspension generate a discernable market 

effect above and beyond the backsliding event itself?  

In order to address this differential effect of suspensions and underlying backsliding, we 

must first theorize why an IO suspension might generate additional information to further alter 

market perceptions. The literature on states joining IOs makes the argument that IO accession 

can act as a seal of approval because it is difficult to see a country being good. But one could 

argue that it is easy to see a country being bad: while developing countries in Sub-Saharan 

Africa,  for  example,  rarely  make  newspaper  headlines  in  the  U.S.,  a  coup  d’état  would  be  well  

communicated to the international community. Why, then, might an IO suspension matter to 

markets if they already know the coup occurred?  

There are at least three reasons to think that markets react to IO suspensions even after a 

political backsliding event has occurred: because not all backsliding violations are easy to 

interpret, because most violations happen in developing countries where information is even 

more scarce, and because IOs can be authoritative sources of information when individual 

countries are hesitant to publicly criticize a neighbor. Further, regardless of the triggering event, 
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a suspension means that the  state’s  legal  commitments to the IO are no longer credible, which 

takes  away  the  credibility  “bonus”,  un-ties  the  state’s  hands,  and  thus  should cast doubt on other 

commitments this country has made or is intending to enter into. 

First, not all violations are equal and ongoing events are often difficult to interpret 

definitively. While instances of political backsliding appear cut and dry in retrospect, they can 

often be confusing to the public and even insiders when they are happening. Political scientists 

have varying definitions  on  what  constitutes  a  coup  d’état,24 and domestic politicians often battle 

over the meaning of particular events and challenge  the  media’s  portrayal  of  events, raising 

doubts about strict classification while these events are happening. In the heat of politics and 

manipulation by different sides, events often appear to be nuanced rather than black and white. 

Recent examples illustrate that some events are difficult to interpret. For instance, 

Madagascar’s  2009 political crisis was confusing.  Madagascar’s  military  forced  the  elected  

president from office in 2009 and handed power to a populist opposition leader. Was this event a 

coup or not? Would this event create instability or not? Madagascar's new prime minister, Monja 

Roindefo, argued that domestic events are sometimes confusing to international audiences. 

“Maybe  the  way  Madagascar  acts  is  not  very  clear.  Things  can  be  a  bit  specific  which  may  be  

                                                             
24 For differences in the definitions and resulting list of coups, see Marshall and Marshall 2012 

versus Powell and Thyne 2011. Furthermore, when classifying events as coups or not, political 

scientists have the benefit of hindsight and can contextualize the political backsliding event with 

information revealed later. Markets may therefore have difficulty qualifying events as coups or 

not right as they are happening.  
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difficult to follow in every detail."25 Not all violations are “equal”26 so the IO suspension (here 

from the African Union, Southern African Development Community, and Organisation 

Internationale de la Francophonie) sends a signal to international analysts about how they should 

interpret a violation. 

Second, IO suspensions can add value in an information-scarce environment. The 

empirical record shows that almost all IO suspensions occur in developing countries. This 

matters because information in non-OECD countries is particularly scarce and can be unreliable, 

so investors may be more prone to look at international signals—like an IO suspension—during 

controversial political events. This is in line with Rodrik (1989) who argues that in developing 

countries, where information is often poor, governments may have to rely on signals (here the IO 

suspension) that communicate their intentions. As explained earlier, a hostile military takeover 

might  be  considered  a  coup  d’état  by  some,  and  as  a  legitimate  solution to unstable politics by 

others. In these cases, the IO suspension can provide a clear message from respected authorities 

on how the event should be interpreted. Just as membership in international institutions is a 

visible and public act that can be uniformly or easily interpreted,27 suspension may also be a 

clear international signal telling markets how they should interpret a political event.  

Relatedly, we might think that the signaling power of IOs is more powerful for particular 

kinds of countries. Indeed, Kiesow, Cortez and Gutmann (2015) have shown, for instance, that 

the credibility-seeking motive for joining IOs is more relevant for countries that lack checks and 

                                                             
25 Available at https://www.theguardian.com/world/2009/mar/20/african-union-suspends-

madagascar. Accessed 18 August 2016. 

26 We also control for the degree of backsliding in the statistical analysis.  

27 Gray 2009. 

https://www.theguardian.com/world/2009/mar/20/african-union-suspends-madagascar
https://www.theguardian.com/world/2009/mar/20/african-union-suspends-madagascar
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balances domestically. For example, democratic countries enter more international agreements 

when they lack judicial independence so  that  they  can  receive  the  outsider’s  signal  of  approval. 

Fang and Owen (2011) also show that the credible commitment logic of IO membership is more 

valuable for autocracies because they often lack the independent checks and balances of a 

democracy. Given that political backsliding—the focus of this paper—hones in on the difference 

between autocracy and democracy (even for a short-lived period), this prior research provides 

good reason to expect markets to be particularly susceptible to these suspensions.  

Third, IOs may be the only authoritative source of information when neighboring 

countries are hesitant to issue public criticism. IOs may serve an important covering role when 

individual countries may be slow to condemn a political backsliding event due to geo-political 

ties such as alliance relationships, tightly interconnected trade relationships, or shared borders. 

This might mean that markets may not immediately react to political backsliding if few countries 

speak out. Leaving it to the IO to definitively react to a political backsliding event may provide 

those neighboring states political cover, but the announcement may take several days due to 

collective action problems.28 For example, the African Union (AU) suspended Guinea on 29 

December 2008 for a military junta on 23 December.  But  most  of  Guinea’s  neighboring  states  

(that were also members of  the  AU)  were  “very  cautious  and  did  not  make  any  pronouncements  

on the  military  coup  d’état.”29  

By looking to outsiders’  reactions  to IO suspension, we can hone in on the signaling 

power of international organizations. We therefore test the following hypothesis: 

                                                             
28 von Borzyskowski and Vabulas 2016. 

29 Available at http://library.fes.de/pdf-files/bueros/nigeria/07448.pdf: page 43. Accessed 25 

October 2016. 

http://library.fes.de/pdf-files/bueros/nigeria/07448.pdf
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Hypothesis: When a country is suspended from an international organization, its market 

credibility worsens. 

 

This hypothesis reflects a specific assessment of a much wider literature that shows IOs 

have an independent effect on world politics. This research demonstrates that IOs have strong 

effects on a wide range of topics including bolstering peace,30 decreasing the use of militarized 

force,31 influencing democratization,32 increasing inter-state trade,33 harmonizing international 

financial regulations,34 and preventing nuclear weapons programs.35 The alternative or null 

hypothesis is that international organization suspensions send no signals and have no measurable 

effect. This argument is also well articulated in the literature. Mearsheimer (1994) for example, 

argues that IOs are epiphenomenal, and therefore, would not have effects above and beyond state 

interests. Further, empirical evidence about the effect of sanctions is quite mixed.36 If economic 

sanctions – which have the potential to impose costs directly – are so hit and miss, then perhaps 

multilateral diplomatic sanctions (which tend to be seen as purely symbolic) might have even 

less or no effect. Finally, even for those who found substantive market effects of joining an IO, 

                                                             
30 Boehmer, Gartzke, and Nordstrom 2004; Pevehouse and Russett 2006. 

31 Mitchell 2006. 

32 Pevehouse 2002. 

33 Rose 2005; Goldstein, Rivers, and Tomz 2007. 

34 Simmons 2000. 

35 Jo and Gartzke 2007. 

36 For two pieces in this large literature, see Pape 1997 and Elliot 1998. 



 
 

16 

the opposite might not be obvious because accession is a big step forward with usually lasting 

consequence whereas suspension might just be a temporary and small setback, thus generating a 

messy signal. We therefore test a similar puzzle as Fortna (2003) and others: are IO agreements 

just scraps of paper? Or does their violation—and subsequent suspension—send signals to 

markets and alter outcomes? This is the first paper to systematically assess the consequences of 

IO suspensions. 

 

3. Research Design 

3.1 Universe of Cases and Unit of Analysis 

In order to test this hypothesis, we undertake a statistical analysis of original data on IO 

suspensions in response to political backsliding from 1980 to 2010 worldwide. Our unit of 

analysis is the country-year.  

Our universe of cases is all country-years which have experienced political backsliding. 

We restrict the sample to these backsliding country-years to solve the identification problem that 

market credibility might change as a result of the suspension, as a result of the underlying 

political backsliding (which can trigger suspension), or both. To more cleanly estimate how 

markets react to the IO signal above and beyond backsliding itself – that is, the effect of 

suspension given backsliding – we limit the universe of cases to those country-years that have 

experienced political backsliding, i.e. those country-years  with  a  coup  d’état,  egregious  election,  

worsening human rights, or other regression in polity scores in the previous year. We only 

observe IO suspension (our explanatory variable) when countries have politically regressed in 

the first place. We want to assess the differential effect on country risk ratings for countries that 

backslide and are suspended from an IO versus otherwise similar countries that backslide but are 
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not kicked out from an IO. Thus our control/comparison group are backsliding country-years 

without suspension.37 This is far more precise than comparing country-years with suspension to 

all other country-years. 

We code Backsliding as having occurred if any of the following apply: a 2-point or larger 

reduction in human rights standards or polity2 indexes compared to the prior year,38 a successful 

coup  d’état,39 or serious election irregularities.40 The latter includes unacceptable election 

quality, major election problems, and government harassment of the opposition. This Backsliding 

indicator and its components are illustrated in Appendix Figure A1. The Figure shows that of all 

country years (n=5,300), about 16 percent of country-years experience some form of backsliding. 

Specifically, of all country-years, about 8 percent experience human rights backsliding, 7 percent 

                                                             
37 We control for the severity of backsliding. In the robustness checks, we also expand from this 

sample to all country-years, which does not change the results.  

38 We use the physical integrity index (Cingranelli and Richards 2013) and the political terror 

scale (Gibney et al 2013), which are coded from the same source (Amnesty International and 

State Dept. human rights reports) but at times have different missing values. We use polity2 data 

for the democracy scale. 

39 Marshall and Marshall 2012, 1. 

40 Kelley 2010, 4-5; Hyde and Marinov 2011. Serious election irregularities might seem like 

“minor”  issues  compared  to  coups  or  human  rights  violations  but  they  are  sufficient  reason  for  

suspension. For example, in Zimbabwe 2002 the government harassed the opposition during the 

election, and the election had poor quality and major problems. These serious election 

irregularities were sufficient reason for the Commonwealth to suspend Zimbabwe, as no coup, 

human rights violation, or polity regression took place. 
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experience severe election irregularities, 1 percent experience coups, and 1 percent experience 

“aggregate”  democratic  backsliding. This is our universe of cases.  

 

3.2 Independent Variable 

The key independent variable is IO suspension due to political backsliding. We leverage 

an original dataset of IO suspensions. To collect these original data on suspension, we searched a 

prominent media database (Factiva)41 for each active IO in the Correlates of War (COW) 

dataset.42 As mentioned above, we focus on IO suspensions triggered by domestic political 

backsliding because the majority of IO suspensions have occurred in response to a member state 

violating domestic political norms and because conceptually member  states’  commitments  and  

shortfalls to domestic political norms might actually influence political risk, our main DV. This 

provides theoretical clarity and distinct empirical scope.  

We code IO suspension onset due to political backsliding as 1 if member state i is 

suspended from any IO. We code onset years as 1 – rather than duration – because we are 

interested in how the market reacts to the announcement of a suspension. All independent and 

control variables are lagged by one year to mitigate potential endogeneity. 

 

                                                             
41 We used Factiva to  search  historical  newspaper  articles  for  key  terms  such  as  “suspen”,  “exit”,  

and “eject”  that  would  signal  an  IO suspension had occurred. Every instance of IO suspension 

was cross-checked by finding the newspaper article outside of Factiva as well as at least one 

supplementary article from a different media source. For further details, please see the Online 

Appendix.  

42 Pevehouse, Nordstrom, and Warnke 2004. 
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3.3 Dependent Variable 

Our dependent variable is the yearly change in country political risk ratings by Political 

Risk  Services’  International  Country  Risk  Guide  (ICRG).43 We use country risk ratings as a 

proxy  for  a  country’s  credibility:  high  scores  imply  that  on  balance,  the  government is making 

credible commitments including announcements to pay back loans, that it will not attenuate the 

property rights of foreign direct investors, etc. Country risk ratings can turn into measurable 

economic effects. Most obviously, country risk ratings are an important factor in determining the 

prices  charged  for  political  risk  insurance  by  companies  like  Sovereign,  Zurich,  Chubb,  Lloyd’s  

of  London,  Aon,  AIG,  and  government  agencies  such  as  the  U.S.  Governments’  Overseas  Private  

Investment Corporation (OPIC), Export Development Canada (EDC), and a slew of newly 

privatized Export Credit Agencies. Furthermore, many firms utilize country rating data as an 

overall measure of country investment risk.44  

In addition to this primary dependent variable for market perceptions of political risk, we 

also employ four additional perception and behavior measures. As two additional indicators of 

                                                             
43 The ICRG Political Risk index ranges from 0 to 100 points. It is based on 12 weighted 

variables covering political, economic, and social attributes including government stability (12 

points), socioeconomic conditions (12 points), investment profile (12 points), internal and 

external conflict (each 12 points), corruption (6 points), military in politics (6 points), religious 

and ethnic tensions (each 6 points), law and order (6 points), democratic accountability (6 

points), and bureaucracy quality (4 points). ICRG staff collect this component information and 

create the index. Available at http://www.prsgroup.com/wp-

content/uploads/2012/11/icrgmethodology.pdf. Accessed 11 August 2016. 

44 Jensen 2008. 

http://www.prsgroup.com/wp-content/uploads/2012/11/icrgmethodology.pdf
http://www.prsgroup.com/wp-content/uploads/2012/11/icrgmethodology.pdf
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expert assessments (perceptions) of market credibility, we use changes in risk premiums and 

changes in transfer risk.45 Risk premiums on lending denote the interest rate charged by banks on 

loans minus the “risk  free”  government treasury bill interest rate. Risk premiums help countries 

attract investors who are willing to take on a somewhat higher risk of equity investing. During 

political crises, equity risk tends to increase. To align with the coding of political risk ratings (the 

main DV), we have reversed the scale so that negative changes in risk premiums indicate riskier 

investments. As another risk measure, transfer risk is the risk that local currency cannot be 

converted due to government imposed capital controls that prevent the capital from being moved 

outside the country. During political instability, transfer risks can increase. Again to align with 

the coding of political risk rating, we have reversed the scales so that negative changes in risk 

premiums indicate riskier transfers. Further, to move beyond perceptions or reputational costs to 

examine the effect of suspension on actual capital flows (material costs), we also include FDI as 

% of GDP and foreign aid/net official development assistance/ ODA as % of GDP.46  

All of these dependent variables are changes for country i from year t-1 to year t. We 

expect that IO suspensions are associated with negative changes in these indicators, meaning 

perceptions of higher risk as well as lower FDI and foreign aid flows. 

 

3.4 Control Variables 

                                                             
45 Both  indicators  are  sourced  from  Graham  and  Tucker  2016,  which  rely  on  the  World  Bank’s  

World Development Indicators and Credendo Group (formerly ONDD), respectively. 

46 These indicators also come from Graham and Tucker 2016 and are based on the World Bank’s  

World Development Indicators. 
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In choosing our control variables, we closely follow previous studies of country risk 

ratings. In particular, we rely on a recent study of political risk ratings by Dreher and Voigt 

(2011); they include the following economic control variables: law and order index, (log) GDP 

per capita and growth,47 trade as % of GDP, inflation, and real interest rates.48 In addition, we 

control for the degree of backsliding (the yearly negative point changes in the polity2 scale) 

because more severe backsliding is more likely to get punished.49 Appendix Table A1 details all 

variables with their sources. Descriptive statistics are in Table 1.  

 

[Table 1 about here] 

 

 

3.5 Estimation Strategy 

We estimate the following model: 

 

DVit = β0 + β1Suspensionit + Xit’β + εit  

 

where DV is a measure of change in risk or capital flows from the previous to the current 

year. In the main analysis, this is the change in political risk scores. In follow-on analyses, we 

replace this measure with changes in risk premiums, changes in transfer risk, changes in FDI and 

changes in ODA. Suspensionit is the measure of suspension from an international organization. 

                                                             
47 Cosset and Roy 1991. 

48 Cukierman 1992. 

49 von Borzyskowski and Vabulas 2016. 
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Xit is a vector of control variables and εit is the disturbance term. All independent and control 

variables are lagged by one year to mitigate potential endogeneity. Subscript i stands for country 

and t for year. The model is estimated using ordinary least squares (OLS) and robust standard 

errors are clustered at the country level to capture heterogeneity across countries.  

Our empirical strategy relies on the inclusion of control variables and a sample of similar 

cases: all country-years in our sample have experienced some form of backsliding event, as 

explained above. Country-years with backsliding but no suspension serve as the  “control” group. 

In other words, we expect that markets will react to political backsliding. We thus only consider 

cases in which backsliding has already occurred – this is our sample. Our analysis is interested in 

whether markets react any more when backsliding countries also get suspended from an IO.  

 

4. Results     

Table 2 presents the estimated effect  of  countries’  IO  suspension  on  changes  in  countries’  

political risk ratings, conditional on backsliding. That is, given that all country-years in the 

sample experienced political backsliding (a coup, egregious election, human rights violations, or 

egregious reversion in democracy), Table 2 presents the additional effect of suspension on 

changes in risk rating. Column 1 presents a parsimonious model without all the correlated 

controls. Column 2 presents a model controlling for all variables commonly associated with 

changes in political risk. Column 3 then also adds the degree of political backsliding to control 

for the severity of the violating behavior. 

 

[Table 2 about here] 
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Table 2 presents strong support for the argument that IO suspension can worsen 

countries’  credibility  and  their  risk  rating.  The  coefficients  in  all columns are negative and 

statistically significant. Compared to violating countries which do not get suspended, violators 

who do get suspended experience a decrease in their risk scores by about 3.5 points. To put this 

in context, the full scale ranges from 0 to 100 and the average yearly change among violators is 

0, so a 3.5-point change is a substantial magnitude and approximates a full standard deviation 

change in this dependent variable. 

Examples of IO suspensions creating worse country risk ratings abound. For instance, the 

Commonwealth suspended Zimbabwe for a year after election observers declared that the 2002 

elections which returned President Robert Mugabe to power were seriously flawed. The disputed 

elections meant that Zimbabwe (ironically) breached the Harare Declaration, a set of democratic 

guidelines for Commonwealth signed in the Zimbabwean capital in 1991. Zimbabwe’s  country 

risk rating subsequently dropped by almost 8 points. Indeed, remaining members in the 

Commonwealth wanted the punishment to be significant: The Australian Prime Minister, John 

Howard, who was part of the troika of leaders that announced the suspension noted that the 

action taken was "at the more severe end of the options available to us."50 In the other 9 years 

when Zimbabwe regressed politically but did not get suspended, its risk score dropped by only 

1.4 points instead of 8 points with IO suspension. Political  Risk  Service’s  2002  report  cited  the  

Commonwealth  suspension,  saying  “with the exception of a handful of African governments, the 

                                                             
50 Available at http://www.dailymail.co.uk/news/article-105797/Zimbabwe-suspended-

Commonwealth.html#ixzz4HiB31t1V. Accessed 18 August 2016. 

http://www.dailymail.co.uk/news/article-105797/Zimbabwe-suspended-Commonwealth.html#ixzz4HiB31t1V
http://www.dailymail.co.uk/news/article-105797/Zimbabwe-suspended-Commonwealth.html#ixzz4HiB31t1V
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international community regarded the election process as fraudulent, and on March 19 the 

Commonwealth suspended Zimbabwe for one year with immediate effect.”51 

Similarly, when Madagascar experienced a coup d’état and severe political crisis in 2009, 

it was suspended from the African Union, Southern African Development Community, and 

Organisation Internationale de la Francophonie. The media reported the suspensions as plunging 

Madagascar  into  “diplomatic  isolation.”52 Madagascar’s country risk rating dropped by 4 points. 

Indeed, the  PRS  report  references  the  suspension  by  saying  “the international community was 

almost unified in its opposition to the coup that left Rajoelina, the former Mayor of 

Antananarivo, in charge. Both the South African Development Community (SADC) and the 

African Union (AU) refused to recognize the newly-appointed leader and suspended 

Madagascar’s membership in their respective bodies.”53 

IO suspensions do not just trigger negative country risk ratings in African countries. For 

example, the Organization of American States suspended Honduras in 2009 following the June 

28 military coup where soldiers forcibly expelled leftist President Manuel Zelaya from the 

country. The suspension pushed Honduras “one  step  closer  to  becoming  a  pariah  nation.”54 

Honduras’  country risk rating dropped by 1.6 points. 

                                                             
51 June 2002. Political Risk Services Group/ International Country Risk Guide for Zimbabwe. 

52 Available at http://www.reuters.com/article/us-madagascar-sanctions-

idUSBREA0Q0DN20140127. Accessed 18 August 2016. 

53 Political Risk Services Group, International Risk Country Guide, Madagascar 2009. 

54 Available at http://www.ft.com/cms/s/0/2d7a6a64-68af-11de-a472-

00144feabdc0.html#axzz4HiL4z5Ud. Accessed 18 August 2016. 

http://www.reuters.com/article/us-madagascar-sanctions-idUSBREA0Q0DN20140127
http://www.reuters.com/article/us-madagascar-sanctions-idUSBREA0Q0DN20140127
http://www.ft.com/cms/s/0/2d7a6a64-68af-11de-a472-00144feabdc0.html#axzz4HiL4z5Ud
http://www.ft.com/cms/s/0/2d7a6a64-68af-11de-a472-00144feabdc0.html#axzz4HiL4z5Ud
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This phenomenon of IO suspensions triggering negative country risk ratings is also not 

limited to recent years. When Pakistan’s Musharraf seized power militarily on 12th October 

1999, the Commonwealth suspended the country  for  serious  violations  of  the  IO’s  fundamental  

political principles. Its country risk rating subsequently dropped by 5 points. In the other five 

years in which Pakistan also politically regressed but did not get suspended, its risk score only 

dropped by 1.5 points instead of 5 points with IO suspension.  

In addition to changes in political risk scores, we also examine changes in two other 

expert assessment or market perception measures: changes in risk premiums and changes in 

transfer risks. These results are in Table 3. Column 1 shows the fully saturated model from the 

political risk scores for comparison, and columns 2 and 3 show the results for risk premiums and 

transfer risks, respectively. Similar  to  suspension’s  effect  on  political  risk, suspension is also 

significantly associated with a reduction in these two indicators. Since we inverted the score, 

negative changes mean that suspensions increase the transfer risk and increase the risk 

premiums. Compared to changes in political risk, those changes are smaller, in the magnitude of 

4 points for risk premiums, which is equal to 46% of the standard deviation in this change 

variable. For transfer risk, the reduction is about 15% of the standard deviation.  

 

[Table 3 about here] 

  

Beyond looking at changes in perception, we also assess whether suspensions have 

consequences for actual capital flows – that is, whether it is truly financially costly for countries 

to get suspended. In line with existing research on the spillover effects of political risk scores, we 

examine changes in FDI and ODA (foreign aid). These results are also in Table 3, columns 4 and 
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5, respectively. Suspensions are strongly associated (p<0.01) with reductions in FDI flows. In 

terms of substantive importance, on average countries which were suspended lose FDI on the 

magnitude of 1.3% of GDP, which is about 20% of the standard deviation of this change 

variable. Suspension is also associated with a reduction in foreign aid. However, that association 

falls just short of conventional levels of statistical significance, and so remains suggestive.   

 

Robustness Checks 

To assess the robustness of our findings, we replicate Table 2 in a number of ways. First, 

we assess the strength of the suspension-costliness link to time constraints, replicating the main 

analysis while including a control variable for the post-Cold War period and then restricting the 

sample to years after 1990. Those results are in Online Appendix Tables A2 and A3. Next, we 

control for left-leaning governments because they might generate different market dynamics than 

other governments. For example, if a communist government were to get ousted in a coup, and 

replaced by a more market oriented government, that might be less troubling for markets. The 

results are in Online Appendix Table A4. These changes leave the substantive results unaffected. 

Further, we take into account that suspensions do not happen randomly and include the 

drivers of suspension as controls in the analysis. Countries are less likely to be suspended when 

they have powerful allies or natural resources, and when they are members of IOs with 

particularly small or large memberships, and IOs with high voting thresholds (consensus minus 

one). The results are in Appendix Table A5.  Including these drivers of suspension as controls 

does reduce the coefficient size on suspension but the substantive interpretation remains: 

suspension is significantly associated with a reduction in risk ratings; countries are seen as 

riskier. 
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Lastly, we expand from our sample of backsliding country years – which effectively 

compared similar situations which differ in suspension – to all country years 1980-2010 and 

replicate the analysis with interaction terms between backsliding and suspension. These results 

are in Appendix Table A6 and show that while backsliding without suspension is (weakly) 

associated with some risk change in one of the models, backsliding with suspension is 

consistently significantly associated with risk changes. This provides further evidence that it is 

the suspension that generates costs of the country, above and beyond the backsliding event itself.  

Some may also wonder about the possibility of reverse causality—that a country risk 

rating might trigger an IO to suspend a country. This is highly improbable, both empirically and 

theoretically. First, most country risk data is on a pay-for-service subscription, and it is highly 

unlikely that an IO is paying for these data (and using it to make a decision). Second, it takes 

most political risk companies some time when the month (or year) is complete to compile the 

final country risk rating. Yet most suspension decisions are made within days of the political 

backsliding event, so it is unlikely that IOs are using a country risk rating as a heuristic to decide 

suspension.  Furthermore,  leaning  on  the  country  risk  rating  rather  than  the  IO’s  own  analysis  of  

the event would undercut the credibility of the IO in reducing uncertainty and generating 

information, key roles that the literature has underscored for IOs. Instead, IOs make suspension 

decisions on the political backsliding events themselves. 

 

5. Conclusions 

This paper examines whether  IO  suspensions  “matter.”  When an IO kicks out a country 

for violating its international agreement, does the IO’s  “signal  of  disapproval” generate material 

costs? We build on two large bodies on IR literature. One significant IR literature argues that IOs 
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provide states with a credible commitment to good policy, so that IO suspension should have 

negative  ramifications  on  that  country’s  credibility.  We also lean on the growing scholarship that 

finds positive market effects from countries joining IOs, largely because membership accession 

reduces uncertainty. The corollary is that forced removal should increase uncertainty about the 

country and  trigger  negative  market  expectations  about  the  country’s  risk.   

Our statistical analyses provide support for our argument that IO suspensions trigger 

negative market reactions. By using original data on IO suspension from 1980 to 2010 and 

comparing country-years that experienced political backsliding—including coup d’états, 

disputed elections, human rights violations, and egregious reversions in democracy—we show 

that backsliding countries that are also suspended from an IO are more likely to receive worse 

country risk ratings and lower inflows of FDI. In other words, the IO suspension signal can 

trigger real material effects for the violator country since country risk ratings reflect the 

country’s  ability  and  willingness  to  service  its  international  financial  obligations.55  

Our findings have important implications for international relations. Given the increasing 

globalization of world trade and more open capital markets, investors have become more aware 

of risky elements that can trigger financial crises or threaten the stability of the international 

financial sector. Small changes in country risk ratings can therefore have a large impact on both 

the supply and cost of international capital flows for the country in question.56 And while we 

have known for decades that banks and multinational corporations associate political risk with 

the profitability of their international ventures,57 we are the first to show systematically that 

                                                             
55 Cosset and Roy 1991. 

56 Brewer and Rivoli 1990. 

57 Shanmugam 1990. 
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international institutions can play a large role in the perception of political risk after accession. 

Previous scholarship has done so for the time before accession or focuses on the role of conflicts, 

territorial disputes, revolutions, and terrorist attacks in affecting country risk ratings, but we 

show that IOs also have a powerful role in creating signals of disapproval that are subsequently 

incorporated in country risk ratings. 

There are several opportunities for future research. First, we wish to deepen the empirical 

analysis with monthly data to better isolate the effect of the suspension from other events. We 

also plan to address the sample selection in another way, by using a two-stage model which 

predicts backsliding and then estimates the effect of suspension on risk ratings. Second, we can 

expand our measurement of market credibility beyond country risk ratings to include sovereign 

credit ratings and sovereign bond yields, though preliminary investigation shows that our 

analysis might be limited by the availability of data (particularly because most of the suspended 

countries are peripheral emerging markets). Third, we can expand our concept of credibility to 

look beyond the material factors examined here. For example, what other kinds of effects do IO 

suspensions have, including more successful elections, a swifter return to democratic rule, or less 

violence in subsequent weeks. Furthermore, qualitative research including interviews and 

historical case study analysis might help evaluate the signaling power that IO suspensions have 

on the actions of other institutions in responding to the same events, including whether the World 

Bank looks to other IO signals to withhold loans or whether the European Union also does so in 

freezing foreign aid, leading to further contagion effects from suspension. 
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FIGURES

Figure 1: IO Suspensions, 1980-2010
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Figure 2: IGO Suspensions across IGOs, 1980-2010
(some countries get suspended from multiple IGOs for same violation)
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Figure 3: Country Backsliding, 1980-2010
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TABLES

Table 1: Summary Statistics

Variable Mean SD Min Max N
PRS change 0.164 3.866 -20.5 17.75 981
PRS drop dummy 0.471 0.499 0 1 981
IO Suspension due to political backsliding 0.012 0.111 0 1 1530
Law and order index 3.182 1.338 0 6 994
GDP per capita, logged 7.167 1.332 3.986 10.811 1392
Trade as % of GDP 72.030 49.389 0.357 531.737 1351
GDP growth (annual %) 3.257 6.676 -55.742 38.201 1401
Inflation 33.305 217.482 -16.117 4734.915 1121
Real interest rate 8.465 18.583 -96.87 252.115 1002
Backsliding degree 0.600 2.353 -7 15 1502

post Cold War 0.650 0.477 0 1 1530
Left-leaning government 0.333 0.471 0 1 1511
Country allied with regional power 0.626 0.484 0 1 1298
Country natural resources -1.636 7.022 -9.210 9.763 1505
IO size 173.174 14.879 126 189 1530
IO hard voting rule 0.499 0.500 0 1 1530
Risk premium change 0.512 8.681 -37.619 102.673 464
Transfer risk change 0.047 0.435 -3 3 739
FDI change as % of GDP 0.058 6.469 -149.74 72.348 1291
ODA change as % of GDP 0.054 4.020 -29.716 59.956 1227

Note: All independent variables are lagged by 1 year. Variables below the horizontal line
are used in the robustness section. Scales for risk premium and transfer risk are inverted
to align with PRS change, where lower values indicate higher risk; negative changes mean
more risk.
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Table 2: IO Suspensions and Change in Country Risk Rating, 1980-2010

(1) (2) (3)

IO Suspension -4.389 -3.953 -3.392
(1.350)⇤⇤⇤ (1.948)⇤⇤ (1.857)⇤

Law and order index -0.527 -0.533
(0.160)⇤⇤⇤ (0.160)⇤⇤⇤

GDP per capita, logged 0.176 0.175
(0.140) (0.143)

Trade as % of GDP 0.000 0.000
(0.003) (0.003)

GDP growth (annual %) 0.045 0.048
(0.028) (0.029)

Inflation -0.001 0.001
(0.006) (0.006)

Real interest rate -0.014 -0.012
(0.010) (0.011)

Backsliding degree -0.184
(0.087)⇤⇤

Constant 0.212 0.593 0.608
(0.105)⇤⇤ (1.036) (1.052)

Observations 984 587 586
R2 0.015 0.040 0.050

Notes: Estimation is with pooled OLS. Standard errors are
clustered at the country level in parentheses. Estimates sig-
nificant at the 0.05 (0.10, 0.01) level are marked with ** (*,
***).
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Table 3: IO Suspensions and Change in Other Risk Ratings, FDI and ODA, 1980-2010

(1) (2) (3) (4) (5)
PRS Risk Premium Transfer Risk FDI ODA

IO Suspension -3.392 -3.977 -0.060 -1.343 -1.649
(1.857)⇤ (1.788)⇤⇤ (0.034)⇤ (0.456)⇤⇤⇤ (1.212)

Law and order index -0.533 -0.321 -0.027 0.081 -0.349
(0.160)⇤⇤⇤ (0.303) (0.019) (0.050) (0.214)

GDP per capita, logged 0.175 0.775 0.029 0.098 -0.321
(0.143) (0.370)⇤⇤ (0.017)⇤ (0.078) (0.387)

Trade as % of GDP 0.000 -0.002 0.000 -0.003 0.015
(0.003) (0.005) (0.000) (0.004) (0.013)

GDP growth (annual %) 0.048 -0.067 0.008 -0.000 0.026
(0.029) (0.083) (0.004)⇤ (0.042) (0.040)

Inflation 0.001 0.127 0.003 -0.002 -0.007
(0.006) (0.117) (0.002) (0.002) (0.006)

Real interest rate -0.012 0.161 0.002 0.003 0.015
(0.011) (0.093)⇤ (0.002) (0.006) (0.011)

Backsliding degree -0.184 -0.080 -0.004 0.013 -0.039
(0.087)⇤⇤ (0.113) (0.003) (0.030) (0.123)

Constant 0.608 -7.046 -0.141 -0.598 2.214
(1.052) (4.769) (0.125) (0.714) (2.417)

Observations 586 287 367 578 490
R2 0.050 0.215 0.028 0.008 0.025

Notes: Estimation is with pooled OLS. Standard errors are clustered at the country level
in parentheses. Estimates significant at the 0.05 (0.10, 0.01) level are marked with ** (*,
***).
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Figure A1. Breakdown of Backsliding by Country-Year, 1980-2010
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Appendix Table A1: Variable Descriptions

Variable name Coding Source Used in study

Change in political risk rat-
ing

Political risk rating based on 12 indicators, ranging from zero
(high risk) to 100 (low risk): government stability, socioe-
conomic conditions, investment profile, internal and external
conflict, corruption, military in politics, religious tensions, law
and order, ethnic tensions, democratic accountability, and bu-
reaucracy

PRS group, ICRG Dreher, Mikosch,
and Voigt 2015

Suspension Indicator of suspension from international organizations von Borzyskowski &
Vabulas 2016

von Borzyskowski &
Vabulas 2016

Law and order index Assesses the strength and impartiality of the legal system as
well as the popular observance of the law. It ranges from zero
to 12, where a higher number indicates a better system of law
and order. Index, lagged

ICRG

GDP per capita constant 2000 USD, logged, lagged World Bank’s WDI Dreher & Voigt 2011
GDP growth Annual percentage growth rate of GDP at market prices based

on constant local currency. Aggregates are based on constant
2000 US dollars

World Bank’s WDI Dreher & Voigt 2011

Trade (% of GDP) Sum of exports and imports of goods and services measured
as a share of gross domestic product.

World Bank’s WDI Dreher & Voigt 2011

Inflation Inflation, consumer prices (annual %). The inflation rate p is
transformed by the formula (p/100)/(l + (p/100))

World Bank’s WDI Dreher & Voigt 2011

Real interest rates Real interest rate (%) World Bank’s WDI Dreher & Voigt 2011
Backsliding degree Number of points by which polity2 score decreases annually Polity IV project von Borzyskowski &

Vabulas 2016
Change in risk premium Risk premium on lending (lending rate minus treasury bill

rate, %)
Graham & Tucker
2016

Change in transfer risk Risk of governments restricting capital flows in ways that
harm multinational corporations

Graham & Tucker
2016

Jensen 2008

Change in FDI as % of
GDP

Changes in foreign direct investment as percent of GDP Graham & Tucker
2016

Change in ODA as % of
GDP

Changes in net o�cial development assistance as percent of
GDP

Graham & Tucker
2016
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Appendix Table A2: Controlling for pre/post Cold War

(1) (2) (3)

IO Suspension -4.581 -4.244 -3.644
(1.357)⇤⇤⇤ (1.899)⇤⇤ (1.784)⇤⇤

Law and order index -0.653 -0.664
(0.179)⇤⇤⇤ (0.179)⇤⇤⇤

GDP per capita, logged 0.213 0.213
(0.141) (0.145)

Trade as % of GDP -0.001 -0.001
(0.003) (0.003)

GDP growth (annual %) 0.048 0.050
(0.028)⇤ (0.028)⇤

Inflation -0.001 0.001
(0.006) (0.006)

Real interest rate -0.017 -0.015
(0.010) (0.011)

Backsliding degree -0.200
(0.089)⇤⇤

(max) post Cold War 0.680 1.358 1.410
(0.286)⇤⇤ (0.434)⇤⇤⇤ (0.436)⇤⇤⇤

Constant -0.276 -0.218 -0.230
(0.228) (1.014) (1.028)

Observations 981 585 584
R2 0.022 0.055 0.067

Notes: Estimation is with pooled OLS. Standard errors are
clustered at the country level in parentheses. Estimates sig-
nificant at the 0.05 (0.10, 0.01) level are marked with ** (*,
***).
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Appendix Table A3: Sample Restriction to post Cold War

(1) (2) (3)

IO Suspension -4.581 -4.223 -3.529
(1.357)⇤⇤⇤ (1.890)⇤⇤ (1.761)⇤⇤

Law and order index -0.759 -0.774
(0.222)⇤⇤⇤ (0.221)⇤⇤⇤

GDP per capita, logged 0.271 0.273
(0.173) (0.178)

Trade as % of GDP -0.002 -0.002
(0.004) (0.003)

GDP growth (annual %) 0.068 0.073
(0.034)⇤⇤ (0.035)⇤⇤

Inflation -0.001 0.002
(0.007) (0.006)

Real interest rate -0.017 -0.014
(0.012) (0.013)

Backsliding degree -0.229
(0.095)⇤⇤

Constant 0.404 1.071 1.088
(0.134)⇤⇤⇤ (1.242) (1.267)

Observations 715 472 471
R2 0.022 0.064 0.080

Notes: Estimation is with pooled OLS. Standard errors are
clustered at the country level in parentheses. Estimates sig-
nificant at the 0.05 (0.10, 0.01) level are marked with ** (*,
***).

4



Appendix Table A4: Controlling for Left-Leaning Governments

(1) (2) (3)

IO Suspension -4.507 -3.972 -3.359
(1.306)⇤⇤⇤ (1.963)⇤⇤ (1.858)⇤

Law and order index -0.501 -0.506
(0.159)⇤⇤⇤ (0.159)⇤⇤⇤

GDP per capita, logged 0.187 0.187
(0.140) (0.144)

Trade as % of GDP -0.001 -0.000
(0.003) (0.003)

GDP growth (annual %) 0.054 0.056
(0.028)⇤ (0.028)⇤

Inflation -0.000 0.002
(0.006) (0.006)

Real interest rate -0.010 -0.008
(0.009) (0.010)

Backsliding degree -0.199
(0.087)⇤⇤

Left-leaning government -0.735 -0.312 -0.305
(0.257)⇤⇤⇤ (0.311) (0.303)

Constant 0.453 0.497 0.490
(0.138)⇤⇤⇤ (1.042) (1.058)

Observations 977 584 583
R2 0.023 0.039 0.050

Notes: Estimation is with pooled OLS. Standard errors are
clustered at the country level in parentheses. Estimates sig-
nificant at the 0.05 (0.10, 0.01) level are marked with ** (*,
***).
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Appendix Table A5: Controlling for Drivers of IO Suspension

(1) (2) (3)

IO Suspension -3.915 1.396 1.310
(1.737)⇤⇤ (0.531)⇤⇤ (0.537)⇤⇤

Law and order index -0.675 -0.697
(0.183)⇤⇤⇤ (0.184)⇤⇤⇤

GDP per capita, logged 0.185 0.190
(0.156) (0.158)

Trade as % of GDP -0.000 0.000
(0.003) (0.003)

GDP growth (annual %) 0.069 0.069
(0.033)⇤⇤ (0.033)⇤⇤

Inflation -0.004 -0.001
(0.006) (0.006)

Real interest rate -0.018 -0.015
(0.010)⇤ (0.011)

Backsliding degree -0.241
(0.073)⇤⇤⇤

Country allied with regional power 0.505 0.576 0.481
(0.253)⇤⇤ (0.356) (0.370)

Country natural resources -0.027 -0.005 -0.003
(0.017) (0.027) (0.027)

IO size 1.311 2.274 2.252
(0.489)⇤⇤⇤ (0.562)⇤⇤⇤ (0.561)⇤⇤⇤

IO size ⇥ IO size -0.004 -0.007 -0.007
(0.001)⇤⇤⇤ (0.002)⇤⇤⇤ (0.002)⇤⇤⇤

IO hard voting rule -0.073 -0.052 -0.062
(0.322) (0.368) (0.369)

Constant -112.842 -194.455 -192.788
(41.364)⇤⇤⇤ (47.966)⇤⇤⇤ (47.931)⇤⇤⇤

Observations 878 536 535
R2 0.027 0.076 0.094

Notes: Estimation is with pooled OLS. Standard errors are clustered at
the country level in parentheses. Estimates significant at the 0.05 (0.10,
0.01) level are marked with ** (*, ***).6



Appendix Table A6: Interacting Suspension and Backsliding, All Observations

(1) (2) (3)

Backsliding, no Suspension -0.194 -0.278 -0.221
(0.132) (0.167)⇤ (0.174)

No Backsliding, Suspension -1.962 -2.474 -2.466
(1.119)⇤ (1.322)⇤ (1.322)⇤

Backsliding and Suspension -4.589 -4.205 -3.640
(1.349)⇤⇤⇤ (1.973)⇤⇤ (1.944)⇤

Law and order index -0.338 -0.333
(0.061)⇤⇤⇤ (0.064)⇤⇤⇤

GDP per capita, logged 0.078 0.072
(0.052) (0.054)

Trade as % of GDP -0.000 -0.001
(0.001) (0.001)

GDP growth (annual %) 0.037 0.043
(0.019)⇤ (0.021)⇤⇤

Inflation -0.000 -0.000
(0.000) (0.000)

Real interest rate -0.016 -0.015
(0.005)⇤⇤⇤ (0.006)⇤⇤⇤

Backsliding degree -0.157
(0.085)⇤

Constant 0.412 1.091 1.108
(0.058)⇤⇤⇤ (0.355)⇤⇤⇤ (0.369)⇤⇤⇤

Observations 3333 2137 2026
R2 0.008 0.031 0.034

Notes: The excluded reference category is “No Backsliding, no
Suspension.” Estimation is with pooled OLS. Standard errors
are clustered at the country level in parentheses. Estimates
significant at the 0.05 (0.10, 0.01) level are marked with ** (*,
***).
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Details on Original Data Collection

IGO Membership Suspension (independent variable)

We collected an original dataset of all IGO suspensions in the set of active IGOs in the

Correlates of War from 1946-2015. The COW data contain 529 IGOs in that time period,

but we only evaluate active IGOs which we define as having a website or internet presence.

This set of 308 active IGOs provides the basis for our sample. (In other words, the original

dataset includes suspensions for IGOs that are not “democratically committed,” but those

data are not utilized for this paper).

Importantly, we code actual suspensions and not suspension votes in the interest of

data quality.1 Our dataset includes information that is uniform across all IGOs: actual

suspensions, which are announced publicly either through the IGO’s website (e.g. press

releases), through the news media, or available through inquiries to the IGO (e.g. by email).

For each IGO in our universe of 308 cases, we used the Factiva database to search

historical newspaper accounts that included both an IGO name and the word “suspen*”.

We used both the full IGO name as well as its acronym as search terms in the Factiva

database. Every instance of IO suspension was cross-checked by finding the newspaper

article outside of Factiva as well as at least one supplementary article from a di↵erent media

source. We are confident that this procedure makes the resulting suspension dataset both

consistent and comprehensive. Note that newspapers and IOs do not have incentives to

wrongly indicate that an IO suspension occurred. In fact, the opposite holds: if IOs are using

suspensions to punish states, then they have incentives to publicize their collective action

to enhance enforcement. To further mitigate the risk of media under-reporting suspension

1Failed votes are less publicized, so that data would be inconsistent. Documenting the full set of votes

is almost impossible because votes are internal and often secret procedures; some IGO suspension votes are

made public, but others are not. If we solely relied on voting information, our data collection e↵ort would be

inconsistent, missing information where votes were secret. This would pose a serious challenge to inferential

validity.
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due to di↵erences in language or media e↵orts, we also checked each organizations website

for information about membership suspension over time and followed up via email with each

IO. These extensive coding e↵orts leave us confident that we have captured the full range of

IO suspensions due to political backsliding.

Our search produced many extraneous accounts, especially when the term “suspend” or

“suspension” was not used to refer to membership privileges but instead to refer to other

topics like “suspension of the meeting”, “suspend activities”, “suspend the indictment”,

“suspense”, “suspends uranium enrichment”, etcetera. We did not include these instances

in our dataset. After reading the relevant portion of over 50,000 articles, we documented

each unique occurrence of an IGO membership suspension (because as one would expect,

a single suspension often resulted in hundreds of articles from di↵erent newspapers on the

same instance.)

We supplemented the Factiva research by scraping each IGO’s website for mentions of

suspensions that occasionally added new records to the dataset. Most IGOs record member-

ship information on their website including details on how the membership has fluctuated

over time; sometimes this information could be found in an organizational history section for

the IGO. Last, a team of research assistants reached out individually via email to each IGO

to obtain any supplemental or clarification information. In sum, we documented the IGO,

the country suspended, the start and end date (if applicable) of the suspension, the specific

rights that had been removed (when the information was available), any reinstatement facts,

detailed information about the suspension including source documents, and the reason for

suspension. We use information about the reason for suspension to focus our attention on

suspensions due to political backsliding and to ensure logical consistency. Suspensions for

political backsliding make up more than half of the sample.

We code a country-year as 1 in suspension onset years, and 0 otherwise. For example,

the Nigeria-1995 observation is coded “1” whereas all other years for Nigeria contain “0s”

(as that was the only instance of Nigeria being suspended).

9



IGO Suspension Voting Rule (control variable)

We code IGO suspension voting rule to capture the way in which IGO member states

decide suspensions. We code this information from the IGO’s charter or treaty in the text

surrounding information about suspension. The variable IGO suspension voting rule captures

easy versus di�cult voting rules. This variable is coded as follows:

• 0 (easy) for a suspension voting rule of simple majority (50%) or qualified majority

(67%, 70% of 75% of members).

• 1 (di�cult) for a suspension voting rule of consensus minus 1.

In cases where the voting rule was bi-layer (e.g. 3/4 of the member countries and 2/3 of

the governors), we listed the most restrictive vote (e.g. 3/4).

Examples of each category are listed below:

The League of Arab States specifies a consensus minus one voting rule for suspension

in Article 18 of its Charter. It states ”The Council of the League may consider any State

that is not fulfilling the obligations resulting from this Pact as excluded from the League,

by a decision taken by a unanimous vote of all the States except the State referred to.” See:

http://treaties.un.org/Pages/showDetails.aspx?objid=080000028015a44b

The Organization of American States specifies a two-thirds majority voting rule for

suspension in Chapter 3, Article 9 of its 1967 amended treaty. It states: “The decision to

suspend shall be adopted at a special session of the General Assembly by an a�rmative

vote of two-thirds of the Member States.” See: http://www.oas.org/dil/treaties_a-41_

Charter_of_the_organization_of_american_States.htm
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The European Investment Bank specifies a qualified majority voting rule for suspen-

sion in Article 26 of its treaty. It states “the granting of loans or guarantees to that Member

State or its nationals may be suspended by a decision of the Board of Governors, acting

by a qualified majority.” See: http://www.eib.org/attachments/general/statute/eib_

statute_2013_en.pdf

The Organization of Eastern Caribbean States specifies a majority voting rule

for suspension in Article 30, Chapter 4 of its treaty. It states “If a Protocol Member

State does not or is unable to comply with a recommendation made in accordance with

paragraph 3 of this Article and the Council of Ministers finds, by majority vote, that

an obligation under this Protocol has not been fulfilled, the Economic A↵airs Council

may, by majority vote, authorise any Protocol Member State to suspend as regards the

Protocol Member State which has not complied with the recommendations the application

of such obligations under this Protocol as the Economic A↵airs Council by majority

vote considers appropriate.” See: http://www.oecs.org/publications/doc_download/

506-revised-treaty-of-basseterre-establishing-the-oecs-economic-union

No voting rule or ambiguous2 voting rules for suspension were specified in about

half of the observations, so that models including this variable are based on a much

smaller sample. We attempted to alleviate missing values in this variable by searching

for documentation of suspension procedures and voting rules in IGO Rules of Procedure

(in addition to their Charters), without much success.3 We therefore chose the best and

2Ambiguous voting rules are cases where voting is described as “unclear, special vote, automatic, or

triggered by another organization.”

3Extensive research showed that Rules of Procedure documents (1) vary greatly from IGO to IGO,

sometimes not existing at all (or titled by a di↵erent name, thus making it impossible to create a systematic

accounting of these documents), and (2) often exist at a sub-IGO level (for each committee rather than the

whole IGO, our level of analysis.)
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most consistent source for data, the Charter/ Treaty. To remedy remaining missing values,

we sourced data from Blake and Lockwood Payton (2015). They code three voting rule

categories: majority and weighted (we include this as 0) and unanimity (we include this as 1).
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