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ABSTRACT

Soft law promulgated by transnational networks is one of the hallmarks of governance

in global finance. Standard accounts alternatively view such governance as a fast and

flexible solution to transnational problems or weakly institutionalized club standards

epiphenomenal to great power interests. We argue that dominant perspectives' view of

soft law is misguided, as soft law in global finance cannot be understood in isolation

from domestic law. Viewing soft law through the prism of multilevel governance

highlights the role European integration in particular plays in ‘hardening’ soft law

provisions, thereby shaping the global diffusion of such standards. As soft law becomes

embedded in domestic law, its certainty and durability are enhanced while at the same

time its flexibility is reduced. Case studies of the diffusion of international accounting
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standards and close-out netting rules for over-the-counter derivatives provide empirical

support for the importance of domestic law in the global diffusion of soft law.
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Notes

1 In terms of institutionalization, we follow Ruggie (1998: 2) who focuses on

predictability of behavior structured in large part by organizational routines. He

identifies international organizations with their bureaucratic capacities as the key

mechanism for institutionalization internationally. Given the non-treaty-based nature of

soft law, many observers have described them as thinly institutionalized or network-

based. See, for example, Zaring (2004).

2 ‘The provisions in … Directive 2006/49/EC of the European Parliament and of the

Council of 14 June 2006 on the capital adequacy of investment firms and credit

institutions (4), form an equivalent to the provisions of the Basel framework

agreement.’ Directive 2006/48/EC of the European Parliament and the Council of 14th

June 2006 relating to the taking up and pursuit of the business of credit institutions.

Official Journal of the European Union, 30 July 2006: L 177.

3 We refer to the organization as the IASB. Prior to 1999, the organization was named

the International Accounting Standards Committee (IASC).
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4 Regulation (EC) No 1606/2002 of the European Parliament and of the Council of 19

July 2002 on the application of international accounting standards. Official Journal of the

European Communities, 11 September 2002: L 243.

5 http://www.iasplus.com/en/resources/ifrs-topics/use-of-ifrs (accessed 12 February

2014).

6 Prior to the financial crisis, ESMA was known as the Committee of European Securities

Regulators (CESR).

7 http://ec.europa.eu/internal_market/accounting/third_countries/index_en.htm

8 See http://www.esma.europa.eu/page/IFRS-Enforcement-0 (accessed 12 February

2014).

9 ‘About ISDA’, available at http://www2.isda.org/about-isda/ (accessed 26 January

2013)

10 Letter dated 30 October 2009 by Peter M. Werner of ISDA to Aleš Zalar, Minister of

Justice of Slovenia, available at http://www.isda.org/speeches/pdf/SVN_NettingLtr-

MoJ_v1.pdf (accessed 9 February 2013).

11 Interview with ISDA official.

12 See ISDA comment letters to jurisdictions at

http://www.isda.org/speeches/comments.html (accessed 9 February 2013).

13 See Article 7 of Directive 2002/47/EC of the European Parliament and of the Council

of 6 June 2002 on financial collateral arrangements.

14 ‘ISDA proposes harmonization of netting in Europe’, Press Release, 17 April 2008.

15 The 2006 EU Capital Adequacy Directive and the 2006 Auditing Directive both rely

on international standards. The Auditing Directive is still awaiting implementation.

Additional information

Biographical notes: Abraham L. Newman is an associate professor at the BMW Center

for German and European Studies in the Edmund A. Walsh School of Foreign Service at

http://www.iasplus.com/en/resources/ifrs-topics/use-of-ifrs
http://ec.europa.eu/internal_market/accounting/third_countries/index_en.htm
http://www.esma.europa.eu/page/IFRS-Enforcement-0
http://www2.isda.org/about-isda/
http://www.isda.org/speeches/pdf/SVN_NettingLtr-MoJ_v1.pdf
http://www.isda.org/speeches/comments.html


Related Research Data

Constructing the World Polity

Source: Unknown Repository

Varieties of cooperation: the domestic institutional roots of global governance

Source: Review of International Studies

The Globalization of Liberalization: Policy Diffusion in the International Political

Economy

Source: American Political Science Review

The European regulatory state and global public policy: micro-institutions, macro-

influence

Source: Journal of European Public Policy

The Long Arm of the Law: Extraterritoriality and the National Implementation of

Foreign Bribery Legislation

Source: International Organization

Accountability in Accounting? The Politics of Private Rule-Making in the Public Interest

Source: Governance

Georgetown University. David Bach is Senior Associate Dean and Senior Lecturer for

Global Business and Politics at Yale School of Management.

Related research 

Recommended articles Cited by 

34

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.4324%252F9780203424261&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1017%252Fs026021051000063x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1017%252Fs0003055404001078&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F13501760701497659&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1017%252Fs0020818311000270&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1468-0491.2005.00282.x&type=Scholix


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

   

Keep up to date

Register to receive personalised research and resources by email

Copyright © 2026 Informa UK Limited Privacy policy

Cookies Terms & conditions Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
https://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

