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Chapter 1
Club Model Politics, Financial Elites and Transnational Policy Communities
in Global Financial Governance

1.

Introduction

Who rules the international financial system? In the field of International Political
Economy (IPE) the contenders surely include a hegemonic United States, International
Organisations, a scientific community of standard setters, and the ‘transnational
capitalist class’. All of these answers carry persuasive explanations, but they are not
particularly useful in helping us understand who actually makes the rules for
international finance. If we consider changes to the global financial system in the past
thirty years then we have seen the supposed fall and rise of American hegemonic power
in finance (Gilpin, 1987; Strange, 1986), as well as developing countries increasingly
ignoring International Organisations, like the International Monetary Fund, if they can
access capital markets (Pauly, 1997). We could loosely identify an epistemic or scientific
community (Marcussen, 2009), or a transnational capitalist class behind international
finance (Gill, 1990, van der Pijl, 1998), but with little analytic leverage in understanding
how these groups are formed and replicate themselves. None of these explanations is
sufficient in explaining how global finance has changed, nor the extent to which the
public and private spheres are mixed. The common explanations do not travel far in
helping us to comprehend how we ended up with the most recent financial crisis, where
private interests appeared dominant in the writing of the rules for finance. The common
explanations are also limited in suggesting how to fix problems in international financial
governance and what to do next. As such, they are also limited in helping us think
through the key issues for international financial governance: who has authority?; who
has legitimacy?; who benefits?
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When it comes to explaining who writes the rules of global finance, we require a more
nuanced view on who the actors are, who they obey, govern, and respect, and how they
have influence on financial regulation and financial markets. This dissertation suggests
that a transnational policy community is largely responsible for writing the rules for
global finance. The dissertation develops the concept of a transnational policy
community to show how there has been a shift in the way that actors in the financial
sector are organised: there are formal and informal channels of communication with the
public sector and fora which once established, serve to consolidate links and shape
policy communities beyond the national level.
The dissertation elaborates on these issues by examining a transnational financial policy
community of actors traditionally understood as elites. This dissertation constitutes, in
particular, a study of transnational elites which organise themselves in a club-like
manner but, significantly, are actually involved in all stages of policy-making. This is a
story about how these elites interact with institutions, and how institutions and elites
relate to the broader social structures in which their roles are performed (Mills, 1956:
98). As such, this is essentially a story about agency: who are the governance actors,
how do they gain authority and what are the effects on governance processes (the
mode of governance) and actual policy-making (the content of governance)? This
dissertation explores key moments of financial policy over a thirty year period (and in
particular since the late 1980s) through the work and setting of the Group of Thirty (G30), an organisation bringing together individuals from the public and private sectors
and academia and whose membership since its inception in 1978 reads like a ‘who’s
who’ in global finance.
The Group of Thirty (G-30) is a non-state organisation that, this dissertation establishes,
has had an important impact on financial regulatory and supervisory practices both at
the national and global levels. Empirically, the dissertation examines the role of the
group and its policy-making functions. It finds that the G-30 has played a significant part
in altering and harmonising transnational practices of regulation and supervision in a
way that was consistent with private sector preferences. The G-30 is, of course, just one
player with authority over financial policy-making. However, the dissertation shows that
2

the study of such groups matter as they can clearly illustrate how, as part of a
developing transnational policy community, outfits such as the G-30 can successfully
present a coherent case in favour of public-private sector interaction and of delegation
of authority to private actors and, significantly affect the outcomes of some important
regulatory debates. As such, the G-30 has contributed to the emergence of a mix of
public and private authority in global finance and has considerably strengthened the
role of private interests in the functions of regulation and supervision.
The G-30 is a private, non-profit organisation bringing together high profile individuals
including the heads of key central banks, international bodies and financial firms, as well
as major names from the world of academic Economics. The G-30 produces study group
reports on topical issues, ranging from technical matters such as clearance and
settlement in the securities industry, re-insurance and insolvency regimes, through
contributions to regulatory debates in the context of financial innovation as in the case
of over-the-counter derivatives, to broader policy issues such as tackling the systemic
risk of financial conglomerates and reforming the financial system post-crisis. The
dissertation provides an account of the founding and nature of the G-30, through which
we can see how its development clarifies the politics by which a certain level of capture
takes place; how private sector interests and preferences come to be internalised and
the ways in which legitimacy and efficiency of such capture are, in fact, only imperfectly
addressed. Building on debates on the importance of expertise, the delegation of
authority to private actors and the de-politicisation of finance, the analysis explains how
acquiring authority functions over so-called technical issues consolidates the role of
particular knowledge providers in a wider range of policy domains. The interaction of
public and private actors in established policy fora strengthens the dominance of
particular understandings of what constitutes appropriate governance and provides
actors across the public/private spectrum with authority claims over the full policy
process; agenda-setting and rule-making but also, implementation and evaluation.
Empirically, the dissertation establishes that the G-30, despite its non-official status, had
a key role and considerable influence over the resulting regulatory and supervisory
policies governing the areas of clearance and settlement in securities markets, over-the
3

counter derivatives instruments and systemic risk. In these three cases, the G-30 was
purposefully involved in the relevant governance processes through explicit delegation
of authority or informal assigning of functions; its recommendations were openly
adopted by the relevant bodies; and the group was widely and publicly acknowledged
for its governance role and its contribution to shaping policy by the wider transnational
policy community of public and private practitioners.
I discuss the G-30 and other groups, like the Basel Committee on Banking Supervision
(BCBS), as part of a ‘club model’ in transnational policy communities. Those who engage
with and foster the ‘club’ are motivated by peer recognition, invested interests, and an
ambition to provide global public goods in line with values they consider honourable.
These elements are not incommensurate. I suggest that the notion of a ‘club’ conveys
more about how the actors who write the rules for global finance work together than a
passive ‘epistemic community’ or an aggressive transnational capitalist class. Indeed,
the idea of a ‘club’ is more than a moniker for a group who have defined material
interests and wish to capture the process of making financial regulation.
I suggest that clubs such as the G-30 are able to capture the policy process – but the
capture here is more nuanced than has traditionally been the case in the literature – it is
first and foremost an intellectual capture that defines what constitutes appropriate
governance and delimits possible governance options. Of course various interests
benefit from this, including the elites involved in writing and rewriting the rules. And
while the role of actors such as the G-30 has advanced private sector interests, I suggest
that this is poorly understood and presented as merely a structural phenomenon. This
dissertation shows that such groups arguably have a ‘pre-political’ way of articulating
interests and a great deal of autonomy (cf. Pouliot, 2008). Those within the club agree
certainly on the principles, but their behaviour reflects more than fixed interests or
arms-length lobbying. Rather, they see themselves as belonging to a club.
Those who act within the club model follow its rules, broadly respect who is included
and excluded from participation, and are not concerned about whether someone is
from the public or private sector. Clubs allow a mix of professional identities while also
providing a common purpose that does not rely on highly abstracted shared skills, like a
4

scientific community, or a singular lust for profit, like a class or cartel with clearly
defined material interests. The club model brings together the actors who write the
rules, increases their shared prestige, defends their conception of honourable
behaviour, and promotes and protects them (cf. Mills, 1956: 281). The club often
trumps more conventional actors, such as states and International Organisations. This
dissertation explains why this is the case.
Following my stress on the importance of clubs, elites, and transnational policy
communities, there are a number of practical tasks for the remainder of this
introductory chapter. I spell them out clearly here, so that the various sections may be
more easily navigated. In what remains I (i) present the research question; (ii) locate the
dissertation with respect to key theoretical debates (an extensive literature review is
provided in the following chapter); (iii) discuss why my view of club models,
transnational policy communities and elites provides a key contribution to
understanding of international financial governance; (iv) clarify the methods employed
in the dissertation; and (v) outline the logical sequence of chapters to follow.
1.1

The Research Question

My suggestion of a club model in international financial governance comes from a need
to provide a better response to the core questions in the field of IPE. In the issue-area of
international financial governance the key research question is:

Who governs global finance?

Understanding the agency of a transnational group such as the Group of Thirty, the
ways in which it has influence over actual policy and the subtle mechanisms of
regulatory capture sheds light on this important question. The story of this dissertation
tells us a lot about the actors and content of the governance of global finance.

Following in the footsteps of others (Underhill, 2000; Germain, 1997; Helleiner, 1994;
Porter, 1993) this dissertation provides an alternative answer to this question. In doing
so it focuses on who is engaged in the process of constructing international financial
5

governance, how they got to do so, and which actors are permitted in the club. I
contend that providing this agent-focused investigation allows us to reflect on the
structures of global finance and to see with greater clarity the mechanisms driving it.1
I refer to agency and mechanisms deliberately. While most answers to the question of
who governs global finance refer to structural forces and constraints that guide
decision-making, they place less attention on how the actors who govern global finance
work, and the mechanism through which they locate their agency and make the best of
it.

In putting forward a view of club model politics the dissertation advances that three
particular insights answer the question of ‘who governs global finance?’:
1. The dissertation provides a comprehensive picture of club models in financial
governance, particularly by explaining the motivation of public and private
officials to be part of outfits such as the G-30, and examines, in particular, this
group’s enduring place in governance arrangements.
The analysis explains how the group evolved and found its niche in the global financial
governance framework by focusing on the dynamics of both the membership and the
public output. The tensions of reconciling public and private interests in the group’s
work and the regulatory outcome of the debates in which it participates are studied
closely. The analysis finds that traditional debates on the relative merits of selfregulation and prescriptive regulation have been superseded by a shared understanding
of what constitutes good financial governance and the appropriate role of private sector
initiatives and standards within that structure. The leads to the second insight:
2. Building on work on epistemic communities and policy networks, the study of
transnational policy communities in this dissertation (i) focuses on the
international/transnational dimension; (ii) looks at the policy process in a more
comprehensive manner by investigating how policy is generated and carried
through, as well as being explicit about who the relevant actors are; (iii)
examines where these communities come from and how they cope/adapt in
1

While a number of scholars have investigated how we can throw sand into the wheels of finance (most
recently, Brassett, 2010), this study is more interested in who is turning its gears. As such this dissertation
borrows conceptually from the social mechanisms literature which focuses on accounts of behaviour that
are not understood as general laws but which are built up from individual experiences that may be
particular to certain groups (Elster, 1989; Hedström and Swedberg, 1997).
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changing circumstances, including in conditions of crisis and (iv) identifies
‘exclusionary’ knowledge as a significant feature in achieving authority in
decision-making.
To this aim, the dissertation develops a more comprehensive concept of a transnational
policy community which also transcends public/private distinctions and focuses on club
model politics, whereby clubs are protected policy arenas which tightly define relevant
policy actors through high entry rules based on prestige and position, and capture policy
content in the process. The third insight highlights the ideational aspects that help to
support clubs in global financial governance:
3. The dissertation analyses the political and ideational process by which private
actors can capture governance of an issue area - how private actors emerge, get
formalised, and acquire policy-making functions that constitute influence on
regulatory outcomes and authority over the policy process.
While there has been much debate on the legitimacy and efficiency issues associated
with marked trends of transnationalisation and delegation of authority to private actors
(Abdelal, 2007), several aspects of this process remain under-explored: What is the
nature of capture in the financial sector? How do groups try to deal with this? What
determines the interface between the transnational and national levels of governance in
finance and how do elites influence policy change? Can elite transnational policy
communities continue to influence policy when the action seemingly moves to the
domestic arena? How does a transnational policy community react during a period of
crisis? This dissertation has answers to these questions.
Through a focus on club model politics, this dissertation provides a unique answer to the
key question in the issue-area of IPE and finance. I do not suggest that clubs do all the
work in steering international financial governance, and certainly not to the complete
exclusion of the other actors and groups noted above. Rather, the focus on clubs
provides us with missing information on how financial governance is generated –
information that is missing from both the theoretical literature and the standard
empirical accounts of how change occurs in global finance.

7

Theoretical Debates
This dissertation addresses a number of blind spots in the existing IPE literature on
finance. Starting with a broad overview of developments in global financial activity and
its governance over the past thirty years, this section identifies specific areas where this
dissertation makes a significant conceptual contribution, namely (i) explaining global
financial governance through an explicitly transnationalist perspective that is actordriven; (ii) developing the notions of transnational policy community and club model
politics as useful conceptual tools in unpacking the types of actors in charge of
significant authority function in governance arrangements and (iii) extending our
understanding of how these governance agents affect the content of policy, as well as
the resulting legitimacy and accountability deficits.
1.2.1 Public and private authority in global financial governance
Financial markets have changed substantially in recent years, most notably in terms of
liberalisation, innovation, the complexity of financial instruments and, in the wake of
the most recent crisis, volatility (Kaufman, 2000; Underhill, Blom and Mügge, 2010).
Markets became increasingly transnational, and large and key financial institutions have
favoured and promoted market-based regulatory practices. These developments largely
took place against a backdrop of enthusiasm for neoliberal ideas (Helleiner, 1994);
financial liberalisation followed the economic crises of the 1970s and was backed by the
ascendancy of the Chicago school of economic thought and the widespread adoption by
policy-makers of the economic principles it advocated, especially in the Anglo-American
world (Chwieroth, 2010). At the same time the adoption and then performance of
economic models became more popular among market traders and regulators alike
(MacKenzie, 2006). As a result, an “ideology of the market” in regulatory terms was
simultaneously promoted by public officials, international organisations and banks and
securities firms (Agnew and Corbridge, 1995: 164). The degree of transnationalisation,
however, needs further explaining. The transnational restructuring of the financial
sector does not only relate to the level at which financial transactions take place but
also, the preferred level of policy-making. This dissertation, through the analysis of the
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G-30, an organisation that operates at that level, sheds light on how and why
preferences are determined and formulated on a transnational basis.
We can be confident that key drivers of preference formation have been private
interest. With the opening up of markets, business institutions were able to pursue the
goal of minimal regulatory interference by exploiting gaps in the system and taking
advantage of “convenient jurisdictional locations” (Bratton et al., 1996: 9). In turn,
states adapted to these circumstances and acted accordingly, making liberalisation a
competitive tool in attracting investment (Cerny, 1993; Moran, 1991). This trend was
only partly mitigated by the existence of multilateral bodies such as the BCBS, which
mostly react to financial developments and whose regulatory and supervisory initiatives
are lengthy processes. This evolving framework has enabled the private sector to take a
leading role in shaping of the financial system and policy. The complexity and speed of
financial innovation has also put banks and securities firms in a privileged position as
knowledge holders. Public authorities have lagged behind in terms of technical
capabilities and expertise. As we have also seen with the most recent financial crisis, if
regulators and supervisors can’t keep up with the development of financial products
that are complex, often tailor-made and used by a variety of institutions and firms, they
cannot regulate effectively (Steinherr, 1998). As a result, private initiatives gradually
took over important functions, especially in the 1990s, and promoted standards often
based on private practice. This transfer of authority was further assisted by the
reputation of ‘finance’ as complicated and technical. Financial issues over time attracted
limited attention, largely due to the “low domestic visibility of the issue of financial
liberalisation among politicians and the general public” (Helleiner, 1994: 19). While
several aspects of global integration processes caused concern among constituents,
finance long remained out of the limelight; it took a significant (and global) credit crisis
for financial issues to become a public policy topic for discussion. For a protracted
period, issues such as the treatment of derivatives instruments and the nature of global
systemic risk remained the preserve of a specialised community and audience and the
growing policy role of the private sector was not being seriously challenged.
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The IPE literature has looked to understanding these developments by studying the
weakening of state authority in financial matters: “where states were once the masters
of markets, now it is the markets which, on many crucial issues, are the masters over
the governments of states” (Strange, 1996: 4). A number of ideas have been explored
here. Where the “retreat of the state” argument was challenged, it was shown that
states often delegate authority and that the latter is made up of a “mix of public and
private categories” (Pauly, 2002: 77). In order to conceptualise such authority, we have
been urged to differentiate between government and governance and incorporate a
wider variety of actors, including non-state entities (Rosenau, 1992). The concept of
“spheres of authority” also became valuable, separating governance from territorial
boundaries and associating it with a particular sector (Rosenau, 1997). Accounts of
private authority followed, whereby authority is not exclusively related to the public
arena but to legitimacy (Friedman, 1990) and “private authority can … evoke a sense of
legitimacy and achieve a high degree of acceptance through recognition by others of
specific knowledge, expertise, and representational skills” (Cutler et al., 1999a: 18).
This was not in itself a novel trend. Many national economies, predominantly in
Western Europe, were organised according to corporatist principles, bringing together
the state, business and labour. Delegation of authority to these groups took the form of
“private interest government” (Streeck and Schmitter, 1985). What we experienced in
the past thirty years was for some an altered version of corporatism, with labour a
smaller

part

of

the

equation

and

an

increased

emphasis

on

the

international/transnational level (Cox, 1996). Elsewhere, the trend was in line with a
longer term tradition of self-regulation in financial (and especially securities) industries,
especially in the United States and the United Kingdom, and a long history of more or
less formal public-private sector interaction (Coleman, 1994; Moran, 1991).
It is possible to argue that the rise of private authority returns the international political
economy to a balance between public and private that is historically the norm rather
than deviation. With this in mind the twentieth century is notable for the rise of public
authority and the creation of what we came to understand as the Welfare State. The
crash of 1929 and subsequent recession brought about strong public agencies and,
10

despite private sector involvement, for most of the twentieth century, there was some
clarity with regards to public and private functions, with regulation and supervision
firmly in the hands of public authorities. C. Wright Mills (1956) noted in the mid-1950s
that the intermingling of roles between politics, the economy and the military had
produced a new ‘power elite’. Within these circles the collapse of private and public
codes of conduct promoted the elites. The ‘invisible’ elites here were the investment
bankers and corporate lawyers who acted as ‘go-betweens’ in mixing public and private
interests behind closed doors (Mills, 1956: 289-291). In the period under examination in
this dissertation, public and private roles became even more blurred than in Mills’
famous depiction. Those ‘invisible’ men stepped out in the spotlight in addition to
continuing their work in backrooms.
1.2.2 Introducing Non-State Actors and Experts
Debates on what constitutes global governance have been ongoing since the study of
the process of globalisation emerged as a substantial field of enquiry (see for example,
Rosenau and Czempiel 1992); these have been especially important in trying to make
sense of the role of ‘non-state’ and private actors (Cutler, Haufler and Porter, 1999;
Biersteker and Hall, 2002; Graz and Nölke, 2008). The literature on non-state actors
starts from the premise that these are independent of state authorities, at least in
principle (Josselin and Wallace, 2001). Traditionally in the context of financial market
governance, such actors may be economic agents as such (private institutions) or actors
which aggregate and act for the interests of particular segments of a sector (industry
associations). Another set of non-state actors has, however, emerged: these often act at
the transnational level and provide more informal settings for financial experts with no
set representative agenda. These new actors “often convey and/or appear to have been
accorded some form of legitimate authority … They claim to be, perform as, and are
recognised as legitimate by some larger public (that often includes states themselves) as
authors of policies, of practices, of rules and norms” (Hall and Biersteker, 2002: 4).

The G-30 is a hybrid that is clearly non-state yet both public and private in its
membership, and it has assumed a role in the policy process and benefited from
widespread acceptance by the relevant authorities and practitioners. As such, it can be
11

seen as one of the ‘non-state’ actors. The important role that the G-30 has played in a
series of serious financial policy debates is a clear indication of the significance of
looking beyond the state (and the parameters set by state actors) in order to best grasp
the nature of global financial governance. Indeed, state-centrism may obscure the
phenomena that we are seeking to understand; instead, focusing on the informal
aspects of policy-making not only more accurately describes the policy process but also
provides analytical explanations of how private and non-state actors assume authority.
One explanation of the growing role of non-state actors is the importance of expertise in
the governance of global financial markets. Influence over policy-making is often based
on skills and know-how, which can render the regulatory process “captive of knowledge
specialists” (Lindblom, 1977: 120). The significance of expertise is explored in the
concept of “epistemic communities”, which focuses on knowledge in a particular “issuearea” and emphasises that complexity and uncertainty create conditions that are
favourable to the prominence of policy communities (Haas, 1992). In this configuration,
the private sector has an advantage in its capacity as knowledge holder and can thus
claim a great degree of authority over technical issues and eventually establish its
position of strength on policy decisions of wider scope and implications. A technocratic
framework, however, is not interest-free and knowledge and expertise can determine
which actors and which ideas are included or excluded in the making of policy (Strange,
1994). Nonetheless, the key role of technical knowledge in decision-making has served
to ‘de-politicise’ certain financial issues (Radaelli, 1995), thus taking some potentially
controversial questions outside the public arena. This de-politicisation of global finance
has had important consequences for the types of priorities advanced by policy makers,
including the promotion of efficiency over social equality, justice or democratic
accountability (Marcussen, 2009). Policy debates are narrowly defined to include
economic ideas that favour the prevalence of private sector preferences. Transnational
policy processes are captured by private sector interests but this says less about the
imposition of those interests and more about an evolving and interacting process of
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their internalisation inside the public sector.2 This also asks us to question the relevance
of positing non-state actors against state actors, especially if this obscures policy
practices and reifies the state.

As this dissertation brings to light, we need to think about private sector involvement in
policy processes through a different set of conceptual devices that explain its semiinstitutionalised position in increasingly transnational policy arenas. Indeed, the analysis
shows that the private sector has seemingly promoted its interests through its accepted
and dominant presence in a recognised and coherent transnational policy community,
within which debates and decision-making about the structure, regulation and
supervision of financial activities and institutions are taking place.
Transnational policy communities exist across a range of issue-areas and can be
understood as “experts and professionals that share their expertise and information and
form common patterns of understanding regarding policy through regular interaction”
(Stone, 2001: 6). In the context of global financial governance, the dissertation argues
that such a community has at its core organisations such as the G-30, which bring
together relevant public officials and senior industry executives. It provides more or less
formal settings for these individuals to reach common ground on the general and the
specific of financial architecture. It essentially facilitates the interaction of elites who
have strong connections with the main economic players and are often the product of a
similar educational, social and ideological upbringing – the same people often
considered to represent a transnational capitalist class (Gill, 1990; van der Pijl, 1998).
These elites commonly operate in a ‘revolving doors’ context, whereby most officials’
careers include high-level positions in both the public and the private sector, thus
blurring public-private distinctions.
An additional implication is that the transnational nature of policy communities
encourages policy convergence, which in turn offers legitimacy (Dolowitz and Marsh,
2000). This is important when studying the content of policy. Economic ideas are not
2

A clear parallel here is the spread of New Public Management within public bureaucracies, which has
shifted the emphasis away from public service as vocation to public service rewarded by competitive and
material gain.
13

innocent (Jacobsen, 1995). Groups such as the G-30 have not only legitimised private
sector involvement in policy-making but have also enabled private interests to become
internalised in financial policy decisions. And while there have long been indications of
a trend towards the “privatisation of transnational regulation” (Cerny, 2002), the
empirical research in this dissertation, as shown in subsequent analysis, demonstrates a
case of private sector ‘capture’ of the policy process that is more nuanced than the
literature that relies on a public/private separation suggests.
1.3

A Transnationalist Actor-Driven Perspective

This dissertation departs from accounts of global financial governance that are based on
understandings of international standards as reflecting the self-interest of states (see
Simmons et al., 2008) or analyses which prioritise domestic political parameters (Singer,
2007). The first strand of literature acknowledges the changing role of states in these
processes (this can be seen, for example, in the differing explanations of the Basel I and
Basel II capital requirement agreements in Kapstein, 1994 and Wood, 2005) and explains
why states may prefer existing club-like governance arrangements for banking
regulation over extending the mandate of more formal international organisations
(Drezner, 2007). While this literature conveys important understanding, it fails to
recognise the significance of the transnational ties at play in the official sector and
cannot account for the articulation of private sector preferences in a global context.
Similarly, accounts privileging domestic factors either consider conflicting domestic
interests operating in an unspecified international competitive environment (Singer,
2007) or tend to look at domestic actors in an ‘elite’ fashion, focusing on regulators and
supervisors as opposed to the wider domestic political context (thus mirroring ‘depoliticisation of finance’ debates) while ignoring the role of transnational networks of
respective officials and organisations (see Posner, 2009 for a European Union account
along these lines). The domestic literature also assumes bureaucratic self-interest and
policy generation in a manner that ignores the role of the private sector, as well as being
agnostic on how particular preferences over the content of policy are gradually formed.
The dissertation tackles these shortcomings and takes what Helleiner and Pagliari (2011)
refer to as a ‘transnationalist’ perspective, where transnational hybrid policy
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communities can be isolated from domestic concerns and capture a policy area; the
dissertation shows that this is not ‘traditional’ capture but rather, capture based on
isolation, semi-institutionalisation, ‘regulation by stealth’, based on financial knowledge
that is arcane and/or boring. This is more about policy appropriation, where a
transnational policy community provides policy cohesion and isolates knowledge
production.3
By focusing on the actors in charge of transnational governance and financial regulation
more explicitly, the ‘governors’, we can instead determine over a period of time who is
setting the agenda and bringing topical issues to the fore, who makes the rules, who is
in charge of implementation, and who evaluates and monitors governance mechanisms
(Avant, Finnemore and Sell, 2010). We can also establish patterns that make this issuearea inherently transnational by looking at the type of actors involved, the modes of
regulation, the formal or informal character of the rules, as well as the nature of
compliance mechanisms (Djelic and Sahlin-Andersson, 2006). In global financial
governance, the hybrid actors that this dissertation focuses on are key agents in these
processes.
1.3.1 Elites, Transnational Policy Communities and Club Model Politics
Who governs global finance? This dissertation, acknowledging the importance of the
role of the private sector in influencing and shaping the content of policy, explains that
there has been a shift in the way that actors in the financial sector are organised. A key
change here is that there are formal and informal channels of communication with the
public sector and fora which once established, serve to consolidate links and shape
policy communities beyond the national level. The G-30 is an instance of these
phenomena.

3

In this context, this dissertation understands states as knowing participants (due to expertise gaps or the
low domestic visibility of finance as seen in Helleiner, 1994) in the evolving governance arrangements
where we can observe delegation to the private sector, especially in standard setting, and an increased
informality, both in the regulatory and supervisory interactions and in the nature of the rules of global
finance. In examining delegation it is important to note, however, that authority is seldom actually private
but retains a public dimension, and that in dealing with the aftermath of delegation, the doing, private
actors are not self-reliant (Abdelal, 2007). On the other hand, the analysis shows that the ‘recall’ of
delegation is not always straightforward; once delegated, authority can be ‘lost’.
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To understand how transnational policy communities are formed, my analysis builds on
insights from the earlier work on epistemic communities (Haas, 1992) which focuses on
networks of professionals, expertise and shared understanding and identifies conditions
that lead such communities to influence policy options. The analysis also uses the policy
networks literature (see Thatcher, 1998 for an account of the development of this
literature) which stresses exchange relationships, shared frameworks, closeness,
informality and an exclusionary dimension, as well as conditions of diffuse authority
(Stone, 2008). Taking this forward, the study of policy communities in the dissertation (i)
focuses on the international/transnational dimension; (ii) looks at the policy process in a
more comprehensive manner by identifying the relevant actors and where policy is
generated through the various stages of the policy process; (iii) examines where these
communities come from and how they cope/adapt in changing circumstances; and (iv)
identifies the ‘exclusionary’ character of the knowledge and expertise in question as
significant to the practice of authority.
In the IPE and Finance literature, the ‘epistemic’ has been extensively explored,
especially in relation to the coherence provided by the economics profession in the
shaping and diffusion of policy. Powerful analyses have recently been provided.
Fourcade (2009), for example, looks at economics as a global profession, its links to the
political elite and the resulting political and bureaucratic power, while Chwieroth (2007,
2010) shows that economic ideas and their advocates foster coherence in the policymaking community. Similarly, links between the epistemic and the development of
networks among the public financial policy community have been explored in Helleiner
(1994) with respect to the Bank for International Settlements (BIS), Hall (2008) in
relation to Central Bank authority networks and, notably, Baker (2006), who in his
analysis of the G7 highlights the transgovernmentalism among the bureaucrats and
technocrats of Finance Ministries and Central Banks and the extent of the
internationalisation of this community. Recent writings by former practitioners (Davies
and Green, 2010) confirm these scholarly accounts.
This dissertation complements these stories by stressing that the ‘epistemic’ in finance
has to include private actors. It explores the networks of regulators, central bankers and
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finance officials at the national and international (notably Basel-based) levels but in
conjunction with key issue-specific working groups, global industry associations such as
the Institute of International Finance (IIF) and the functions of key individuals. To do so,
it firstly develops a concept of a transnational policy community which does not
explicitly distinguish between public and private and which understands its constituency
at the transnational level.4
My use of transnational policy community is closely linked to work recently developed
by Djelic and Quack (2010), who look at communities as defined by the ‘mutual
orientation’ of their members and a sense of belonging linked to a common project
which eventually creates a sense of dependence among members and leads to shared
practices. But when looking at finance more specifically, a number of community
characteristics persist, including affinity, professional reputation and credibility, and
confidentiality (see Puetter, 2006). On this basis, the analysis moves the concept one
step further by examining the community’s activities through club model politics.
I suggest that the idea of a club model helps us to understand the relationship between
individuals and institutional forms, rather than relying on the assumed interests of the
former, or the organisational characteristics of the latter. On this point some further
clarification is needed. In the IPE literature, ‘clubs’ are used either to mark out flexible,
less institutionalised and regulation-focused inter-governmental arenas such as the
Basel Committee (Drezner, 2007) or, following club economic theory, member-driven
groupings with clear rules, club benefits and (usually) excludable club goods (Potoski
and Prakash, 2009). Clubs in this sense are arenas for the expression of collective
interests and treated as a positive alternative to terms like ‘cartel’ or even ‘mafia’.
While these characteristics are indeed present in global finance, the club concept
developed in this dissertation differs from those above. We should not underestimate
4

This is not to say that concepts of public and private are no longer useful but rather, that they are not
relevant to the community itself. In this process, the role of the private sector is legitimised and its
preferences internalised – the conditions for regulatory capture and policy appropriation are in place.
There is, however, nothing explicitly deliberate about this. Expertise, professionalisation, financial
resources and the clout of elites matter – so does, in the period under investigation and in the community
at large (and especially among the regulators), a strong impetus to isolate financial governance from the
realm of governments and political short-term interests.
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the extent to which clubs are driven by reputation and status as much as they are by
club benefits and the power to negotiate rules (cf. Taddei, 1999 for a historical case).
Looking at the potential spectrum of global governance arrangements for finance (from
pluralism at the national level to governance through International Organisations and
inter-state standard-setting mechanisms), clubs delineate an arena where there is
competition for ideas and influence but which is highly protected from outside
pressures. Members place a limit to the range of actors involved in the making of policy
and define what type of actor is relevant with high entry rules based on prestige and
position. In contrast to transgovernmentalism, the club is not directly identifiable but its
membership must be created (and can be more adaptable over time). Nor is the club
particularly bound by established goals or traditions, or ‘pathologies’ that suggest they
are disobeying their masters (as is common in the International Organisations literature,
see Barnett and Finnemore, 2004). Rather, the club model allows the elites within it
more autonomy. As Mills states in his famous study of elites:

They may try to disguise the facts from others and from themselves by
appeals to traditions of which they imagine themselves the instruments, but
there are many traditions, and they must choose which ones they will serve.
They face decisions for which there simply are no traditions (Mills, 1956:
286).
My approach to club model politics markedly differs from other elite accounts based on
socialisation or transnational class formation (such as Gill, 1990 and van der Pijl, 1998);
since members have shared understandings but disagree (and may fight) over ideas –
they will, however, present a coherent policy programme.5 In that context in particular,
they become key actors in the interface between the different levels of governance,

5

A close examination of financial market activities and their governance reveals a significant degree of
transnationalisation as well a significant place for private sector interests and concerns in the prevailing
arrangements. Large global financial institutions have increasingly more in common with each other
across borders than with the more domestically oriented entities of their home markets. Similarly, their
regulators and supervisors cooperate on an international basis to develop regulatory and monitoring
frameworks which, as is the case with the work of the BCBS, become predominant; they do not always
enjoy the same level of agreement over sets of priorities with other public sector officials in their home
jurisdictions.
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overseeing the ‘translation’ of ideas into policy at the transnational and national levels
(Guillén, 2001).6
1.3.2 The Content of Financial Policy and its Consequences
A focus on elites and clubs within a transnational policy community adds a lot of ‘noise’
to the research compared to a study of a fixed and established entity, such as a state or
a transnational capitalist class. I suggest that this openness is of great benefit as it
requires one to look at the content of financial governance in order to establish relative
and absolute positions within the transnational policy community. This includes the
extent to which public and private roles are mixed. In many cases the arrangements
and the policies of financial regulation mirror private sector preferences closely. For
example, as Chapter 7 discusses, the Basel II capital adequacy requirements can be seen
as the perfect case of the private sector writing its own script. Is this an instance of
capture and if so, how can we understand it? Starting from an analysis of business
power provided by Fuchs (2007) (herself borrowing from Lukes, 2005), we can establish
that market actors can operate through instrumental power (lobbying), structural power
(self-regulation or the making of rules) and discursive power (defining the realms of the
possible and appropriate). This differs from traditional understandings of regulatory
capture which narrowly focus on control of policy processes by the regulated (Mattli
and Woods, 2009) and goes beyond arguments about intellectual capture or capture as
a fight over power and influence (see also Baker, 2010).
Instead, the dissertation focuses on the isolation of finance from political debates: this is
both about taking a policy area that is political and confining it to technical debates but
also, semi-institutionalising it in a transnational context in a manner that reduces the
number of actors who can argue about policy and potentially capture the policy process.
In this context, the process is best defined as ‘policy appropriation’ and groups act in an
‘apolitical’ and ‘pre-political’ manner: financial policy problems and solutions are
identified and articulated away from political scrutiny or in advance of it. This is of
particular significance in light of the recent financial crisis where the spectrum of reform
6

Djelic and Quack (2010) also understand that communities can act as important mechanisms in the
national/transnational interface.
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proposals and understandings of what constitutes plausible financial reform have often
been defined away from political debate.
In this context, it is also important to note that how we understand the role of the
private sector cannot rely on an account of the material interests of firms alone; private
preferences for particular policies and governance arrangements also relate to the
process of financial governance itself. Moreover, we need to break with the habit of
equating market-friendly policies with understandings of neoliberal economic
orthodoxy; a look at the content of financial policy amply indicates that market
mechanisms alone are not in operation. We need to understand the role of the private
sector if we are to tackle the consequences of the governance arrangements in play,
whether these are understood in terms of relatively narrow financial concerns such as
moral hazard or in broader distributional terms and in relation to the linkages between
finance and the so-called real economy.
On the whole, the legitimacy of private actors and hybrid groupings is arguably based on
the gaps left by public governance arrangements, especially at the transnational level,
which need to be filled, and on the technical expertise of the private sector at a time of
rapid financial innovation. It becomes problematic, however, when we examine
accountability patterns relating to the activities of these actors. Agnew and Corbridge
have argued that “the trend from boundaries to flows that is associated with
globalisation is also bound up with a more general crisis of representation” (Agnew and
Corbridge, 1995: 216). This is has been particularly relevant in finance, where policy
making remains “esoteric” and leads to a “limited democracy” (Coleman, 1996: 10).
Against this background, the “power of the vote in shaping public policy decreases”
(Reinicke, 1997: 3) while at the same time, the private actors that hold authority are not
part of a mechanism that assigns appropriate responsibility. “Market actors are neither
elected nor politically accountable” (Cohen, 1999: 135). An apparent democratic deficit
thus emerges, highlighted in the reality of “substantial decisions…frequently [being]
taken by unaccountable officials operating in arcane and secretive forums [and exerting]
strong pressure on, even if they do not formally bind, national decision-making
processes” (Picciotto, 1996: 118).
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The democratic deficit in global financial governance arrangements has not been the
outcome of private actor influence and authority alone but also resulted from
institutional arrangements as a whole, despite progress towards the inclusion of a wider
range of actors in the aftermath of the Asian financial crisis (Porter, 2001). There have
been few procedures to guarantee that the policies decided with more or less private
sector and non-state actor input are “fair” or “equitable” (Cutler et al., 1999b: 369).
Moreover, most financial discussions take place among experts and are isolated from
political debates (Verdun, 2000: 84); the views of the public are heard, if at all, following
a scandal or a market disruption (Underhill, 1995: 273-274). Indeed, only a crisis of the
magnitude of the 2007-2009 global credit crunch brought about public scrutiny and a
widening of discussions about the purpose of the financial sector and appropriate levels
of regulation both at the national and global levels. There can, however, be some
advantages to the secretive character of financial decision-making. Underhill argues that
“the very private and closed nature of the policy communities” in effect facilitates the
managing of crises (Underhill, 1997: 43) and warns that integrating financial debates in
more traditional fora could lead to “the chaos and paralysis” associated with trade
negotiations (Underhill, 1995: 278). The post-crisis reform experience, as argued in the
closing chapter of the dissertation, actually shows that the intellectual and institutional
boundaries of change are defined by the same transnational policy community of actors
in charge of pre-crisis governance arrangements and that several aspects of the reform
pace and content can be thus explained.
1.3.3 The Empirical Argument: A Presentation of the Group of Thirty
The main empirical argument of the dissertation is that the G-30 works through club
model politics and that through this form it has had a clear impact on the design of the
regulatory and supervisory framework dealing with certain financial practices and
instruments. Following a club model enhanced the G-30’s capacity to exercise influence
and acquire policy-making functions. The wider point is that the G-30 is at the core of a
transnational policy community which brings together senior public and private sector
officials and academics and which was formed gradually to bring much-needed technical
expertise and coordination to policy-making and address the issues arising from
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financial liberalisation and innovation. In this sense, the G-30 played a primary role in
facilitating market integration and in creating existing governance structures. The
dissertation claims that the influence of the G-30 and of its reports demonstrates that a
transnational financial policy community has developed into an established and
recognised entity. The club model used by the G-30 facilitated this aim. Furthermore,
the dissertation maintains that the G-30 and the policy community as a whole transcend
both the public/private and national/international distinctions and are a manifestation
of harmonised policy preferences and directions. In essence, the dissertation explains
how global financial governance is generated; agreement over governance
arrangements is reached through a process of continuous interaction of public and
private actors and the sanctioning of private sector preference and practice,
underscored by a framework of shared understanding about the nature of regulation
and supervision.
The analysis of the case studies also shows that the group has been instrumental in
shifting authority to the private sector. In so doing, the G-30 has ensured that the
private sector has often had a central role at every step of the policy process, making
private interests and concerns an integral and legitimate part of that process. The
dissertation explains that this process long remained unquestioned and that there was
an understanding among official agencies that private sector leadership in policy-making
is inevitable, and mostly desirable.
A few words on the history of the G-30 are necessary. Formally described as a
‘Consultative Group on International Economic and Monetary Affairs’, the G-30 is, in the
language of its own official documents, a “private, nonprofit body composed of senior
representatives of the private and public sectors and academia”. Founded in 1978 with
the support of a grant from the Rockefeller Foundation, its aim has been to “deepen the
understanding of international economic and financial issues, to explore the
international repercussions of decisions taken in the public and private sectors, and to
examine the choices available to market practitioners and policy makers” (G-30, 1998).
The G-30 is an organisation comprised of thirty members at any one time. The
individuals involved all have strong credentials in the fields of economics and finance.
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Appendix 1a provides a list of current members; the list is impressive as the group brings
together high profile people from major international institutions, national supervisory
agencies, and major banks, along with some prominent academic economists. While
some members are reaching the end of their careers, the vast majority remain active
participants in financial system activities. Hence, the group is not just a discussion forum
for people with vast experience but also a meeting ground for individuals who are
currently responsible for the activities within, and the supervision of, financial markets.
These people often interact in other fora as well and have the opportunity to exchange
opinions in meetings of supervisors or in conferences and symposia of private
associations. Furthermore, they are frequently members of other organisations. G-30
members are part of a particular educational and professional elite whose paths cross
often, although the G-30 itself still offers a rather unique environment in the extent of
its institutionalisation of the interaction of public and private officials.
The group meets twice a year. Meetings include a general discussion on current issues
and also an examination of ongoing work and new proposals. This is where ‘study
topics’ are chosen and decisions are taken on future reports. There are three types of
publicly available material. First in importance and exposure are the study group
reports, which are prepared by special experts and are rigorous research exercises. The
group also publishes a series of occasional papers and has established a series of
lectures on major financial topics, which are also published. Study group reports
covered very ambitious topics in the early days of the group, ranging from exchange
rates to the energy situation. In the late 1980s, however, the group’s efforts turned to
global financial issues, and the published output became more specialised and practical
(and practitioner-friendly). The case studies under examination in this dissertation fall in
this latter category. The G-30 concerned itself with the ‘plumbing and wiring’ of the
financial system and found that its ability to provide expert recommendations on
technical issues gave it a place in the structure of financial governance and put it at the
forefront of (self-) regulatory and supervisory initiatives.
Forging for itself a position at the core of an emerging transnational policy community,
the G-30 started its work on the details of the financial system with a comprehensive
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project on the technical and seemingly non-controversial subject of clearance and
settlement in the securities markets. The subsequent widespread adoption by policy
makers of the recommendations put forward by the group established the G-30 in the
transnational policy community and provided the opportunity for further work on yet
another technical but far more contentious topic: the use of over-the-counter
derivatives. This effort proved another successful undertaking for the group, which saw
its proposals adopted by the relevant public and private authorities in the United States
and beyond. In turn, the G-30 acquired the authority and, arguably, legitimacy among
the relevant policy community to make a bold policy statement on self-regulation and
self-supervision, giving the private sector a clear policy-making role and self-policing
functions. In this step, the G-30 report reflected the policy agenda of an emerging
transnational policy community. The group’s preoccupations and recommendations on
global institutions and systemic risk, the third case in this study, were thereafter
replicated in the Basel II framework for capital adequacy requirements.
At first glance, the G-30 presents pressure group characteristics in its promotion of
views associated with private sector interests; its membership, however, includes
personalities from both the public and private sectors and most importantly, it is made
up of individuals, not representatives of institutions or firms. The group also resembles a
think tank in its production of high quality and thorough reports, yet it does not have
the capabilities and perceived independence of a research institute. Finally, the G-30
shows elements of a private members’ club, bringing together people who are part of a
policy community and know each other well both on a professional and a personal level.
They hold each other in high regard and see themselves as elite experts on technical
matters and, increasingly, exclusive voices in international public debates on changes to
financial governance. The G-30 defies traditional distinctions of public, private and
academic. It is a hybrid organisation that has been at the forefront of some of the
battles won by the private sector, while retaining a reputation for responsible work
among finance practitioners and becoming an arena where both public and private
officials feel comfortable.
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After following the G-30 and talking to some of its key members for over a decade, my
analysis shows that for the group, the principal source of its influence are its ideas and
the positions of those who control and advance them. This is confirmed by interviews
with members of the policy community at large: G-30 members are seen as the ‘movers
and shakers’ of finance and they hold both useful ideas and an influential position in
institutions of economic and political influence. The growing complexity of financial
activities gave over time the private sector a justified leading position in terms of
expertise; additionally, however, it became important for public officials to maintain
good relations with the largest financial players, seen as the most relevant players for
the stability of the financial system, and to keep them on board any policy initiatives.
The influence of the group is specifically enhanced through its membership pattern,
which has important implications for the G-30’s intellectual and ideological position. A
close look at the individuals involved confirms that both the group and its members are
part of a transnational policy community in principle favourable to global financial
integration and espousing so-called neoliberal economic thinking. The process is twofold: members and their institutions follow a particular understanding of regulation and
supervision and thus approve of G-30 projects that pursue these objectives. On the
other hand, members have the chance to discuss developments in the financial markets
with their peers in the context of the G-30 and in turn, this communication shapes their
ideas and courses of action. This is reinforced by the situation of ‘revolving doors’
among practitioners, which also blurs the public/private divide. The vast majority of G30 members have worked in both the public and the private sector.
What differentiates the G-30 from a number of other clubs and private organisations
and gives it authority that is often direct and acknowledged? The perceived quality of G30 proposals and studies and their portrayal as thoughtful representations of best
practice and responsible standards for widespread adoption, have also been
instrumental in the development of the group’s role in the policy process.
The G-30 is also an example of how private groups find their niche; by focusing on
certain aspects of the operation of financial markets, the G-30 was firstly able to make a
meaningful contribution to subjects that were relatively obscure, technical or
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specialised. Yet the trend towards public-private sector interaction and the adoption of
a largely private interest agenda by the nascent transnational policy community on
specific technical issues can also have implications for general policy preferences. The
dissertation shows that the work of the G-30 has promoted the adoption of principles
and practices which have substantially altered the nature of financial regulation and
supervision, resulting in the development of a private regime of self-regulation and selfsupervision in the financial markets. One indication of this development is the
promotion over the period under examination of flexibility and the endorsement of
often-voluntary best practice standards as opposed to rules-based regulation. Further
evidence is provided by the widespread reliance on the internal risk assessment models
of financial institutions for the purposes of supervision, or what can be termed
regulation as risk management. The empirical study of the G-30 is therefore also
significant in linking the category of actor involved in the policy process to the resulting
financial practices of regulation and supervision.
This dissertation is an IPE study on how financial order and governance are generated.
The examination of the G-30 as a policy actor provides valuable material on how
financial markets are governed in practice. With regards to specific financial issues and
procedures, it offers a comprehensive picture of the relevant networks of actors, the
linkages between them and the way in which they interact and intervene in
transnational policy processes.
The dissertation also explores the links between the type of actors in charge of financial
governance, the content of financial policy and the provision of wider public goods. The
dissertation explains that in the context of global finance, financial stability and market
efficiency have been identified as the main goals of regulation and supervision. The
global credit crisis showed the goal of financial stability to be elusive, exposing that even
the stated limited goals were not best met through developing financial governance
structures. Long held concerns as to how responsibly the private sector has been taking
its policy functions, as well as with regards to the safeguards in place should something
go wrong were confirmed. The pre-crisis governance framework as developed by the
transnational policy community enabled the private sector to enjoy a great degree of
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autonomy without assuming a corresponding level of responsibility; the public sector
was thus left with the task of picking up the pieces when private sector decisions proved
detrimental to the stability of the financial system. The dissertation further enquires
whether financial stability and market efficiency should be supplemented by additional
objectives, ranging from clearer accountability patterns in the doing of governance to an
enhanced understanding of the role of finance in the economy as a whole. This is
especially pertinent as the financial crisis exposed not only the normative aspects of the
legitimacy deficit in global financial governance but also, the severe shortcomings in the
quality of governance: the regulatory and supervisory arrangements advocated by the
G-30 were directly linked to the failings that brought about and exacerbated the
financial crisis.
Methods and Data Sources
This dissertation provides an investigation of transnational policy processes and the
actors involved in financial governance. The dissertation assesses the influence and
authority of the G-30 in the policy process by following the steps of decision-making in
the individual policy domains under consideration, tracing the influence of the group
and establishing a clear link between G-30 initiatives and policy outcomes.7 Influence in
the dissertation is examined both in terms of impact upon official regulatory positions
and role in relation to policy implementation (on this point, see also Dür and de Bièvre,
2007). At the same time, the dissertation confirms a firm link between the work of the
G-30 and the policy preferences and priorities of the various players in the transnational
policy community, in particular the private sector, and shows that the group is a central
and key actor in the policy process. In assessing influence we know that G-30 members
are all senior officials in regulatory and supervisory authorities and international
organisations, directors of major financial institutions or reputed academic economists;
study group participants are experts and at the forefront of innovation and

7

In this endeavour, the analysis is assisted by the relevant literature. The sources of influence for nonstate actors have been identified as “mass membership or support”, “professional standing and
expertise”, “financial strength”, “employment generating capacity” and “access to international
institutions and national governments” (Josselin and Wallace, 2001: 253). Private actors operating in the
financial markets might base their authority on a combination of some of the above. The influence of the
G-30 stems from “professional standing and expertise” but is also related to financial clout and access.
27

developments in their respective fields. To have influence the group also relies on
“financial strength”, not directly its own but that of the major institutions that fund G-30
activities, are associated with many of the group’s members, or provide study group
participants. G-30 initiatives have the backing of the private sector and thus, carry
financial clout. The group also enjoys short and medium term influence through its
publications and press coverage, activities linked to a private approach that relies on
more informal but direct communication with policy makers (James, 2000). Finally, the
G-30 can count on “access to international institutions and national governments”
(Josselin and Wallace, 2001: 253) to promote its work: many of its members are the
target audience. Importantly, the group is also an example of the formalised and
frequent public-private sector interaction; official sector representatives often attend
the group’s meetings, for example. More broadly, the analysis of the dissertation shows
that G-30 members meet on a regular basis in several settings and can thus be said to
belong to the wider transnational policy community.
A number of strategies were employed to gain access to relevant sources and material,
including G-30 members for interviews, primary and secondary material, and interviews
with relevant actors in the public and private sectors in the fields covered by the case
studies. Indeed, the question of sources in linking the G-30 to policy outcomes is
paramount. The material used for the dissertation includes G-30 documentation,
reports produced by national and international supervisory agencies, industry
associations and private firms. The dissertation makes extensive use of elite
interviewing (Burnham et al., 2004; Tansey, 2007) and benefits from a series of
interviews with G-30 members, high-level public officials, senior private sector
executives, representatives of private sector groups, academics, as well as more junior
practitioners.8 Over 80 semi-structured interviews were conducted, of which
approximately 40 are referenced in the dissertation.9 In order to provide a historical
account of the G-30 since its creation in 1978 and offer a clear picture of one of the
group’s main strengths, its membership, the dissertation pieces together the story of
8

For a full list of the interviews used in this dissertation, see the references.

9

The vast majority of the interviews were conducted in person, mostly in London, UK and Washington, DC
and New York, US, but also in Amsterdam, Basel and Paris. Additional interviews were conducted by
phone. See note on interviewee anonymity at the beginning of the document.
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the early years, analyses the membership and investigates its dynamics. To accomplish
this, the dissertation examines the group’s initial studies and annual reports, surveys the
financial press and uses interviews with G-30 members, including an architect of the
group, Geoffrey Bell and a further original member, Peter Kenen.10 The dissertation did
not benefit from access to the minutes of G-30 meetings, however, interviews with
members and successive executive directors provided comprehensive information in
this respect. Moving on to the case studies of the dissertation, the empirical evidence of
G-30 influence and direct connection to policy outcomes comes from multiple sources.
The analysis is based on the examination of G-30 documents, policy publications by
national and international public authorities, and reports produced by private sector
organisations and financial institutions. In addition, the dissertation utilises records of
congressional hearings. Interviews providing the perspective of policy-relevant officials
from the public and private sectors were also used. Finally, the analysis is supported by
newspaper research.
Methodologically, the dissertation demonstrates the influence of the group through a
process tracing analysis (George, 1997; George and Bennett, 2005; Bennett and Elman,
2006)11 and examines, on the one hand, G-30 reports and recommendations and on the
other, private and (increasingly similar) public interests. It proceeds to assess how these
affect policy outcomes, by closely researching the policy debate and resulting policy
process at each stage. As this research took place for over a decade, it was possible to
place interviews in the context of the G-30’s institutional memory, as well as use this
asset to identify the intricacies of the club model and the importance of prestige, peerrecognition, and expertise.

10

G-30 members and former members interviewed for the purpose of this dissertation are: Geoffrey L.
Bell, Andrew D. Crockett, John Heimann, Peter B. Kenen, Tomasso Padoa-Schiopa and Sir David Walker.
Two Executive Directors of the group, John Walsh and Stuart Mackintosh were also interviewed at regular
intervals during the project. For more information on the dates and places where the interviews were
conducted, see the references.
11

Process tracing still lies at the heart of debates on the merits of quantitative and qualitative methods in
social science research. While the ‘KKV’ analysis saw it as an essentially descriptive tool (King, Keohane
and Verba, 1994), George and Bennett (2005) acknowledge its importance in sequential analyses of
specific detailed cases. More recent accounts see it as a method that focuses on specific case information:
“it is, fundamentally, a case-based methodology that can be applied successfully only with good
knowledge of individual cases” (Mahoney, 2010:131).
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Why the G-30? Through its membership, publicly available work, choice of study report
themes and participation in regulatory debates, the G-30 offers both a snapshot of a
policy community at work and, over time, valuable information on who the relevant
actors are, as well as their patterns of interaction. Moreover, through its contribution to
some key regulatory moments of the past thirty years, it offers unique insights into the
content of financial governance. Hence, the case allows us to confirm theoretical
insights from more mainstream approaches that focus on more traditional actors but
further, significantly contributes to our understanding of financial governance as this
particular ‘governor’ unpacks some of the mechanisms of governing. It is thus an
instance of a detailed case study of a small segment of the global financial governance
puzzle providing important tools for seeing a much bigger whole. In this context, this
dissertation proceeds with a ‘within-case’ analysis methodology which can provide a
long-term narrative, relying on a variety of detailed evidence and showing reliable
sequencing in the tracing of the policy process.12
Mixing semi-structured interviews with a process tracing analysis is key to examining the
influence of the G-30 and to assessing its governance functions, identifying the
developing transnational policy community and reaching conclusions with regards to the
adoption of private sector preferences in public policy. The relevant documentation
allows us to follow the policy process over a set period of time and to specify variation
in how the club model works and how it has evolved. The empirical cases provide a
comprehensive account of the specific role of the G-30 across a range of issues and over
different periods of time; in the case of clearance and settlement in the securities
markets, the influence of the G-30 stemmed from a clear delegation of functions to a
private actor; in the OTC derivatives case, the G-30 became the formal forum through
which a private sector initiative established approved best practice standards, while
with its study on global institutions and systemic risk, the G-30 was at the centre of a
public-private discussion on the nature of regulation and supervision of global banking
activities which became the blueprint for subsequent global banking standards.

12

For an account of ‘within-case’ methodology, see Bennett and Elman (2006).
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Only by looking at these case studies and placing the G-30 reports in the policy context
can we understand that the G-30 is an example of the blurring of public/private
boundaries because the interests and priorities of the public and private sectors are not
easily differentiated. The influence of the G-30 cannot simply be explained in
instrumental terms; looking at the possible convergence of public interests (the
institutional incentive to deal with an issue promptly and cost-effectively) and private
(self-) interests does not account for the remarkable degree of coherence and public
agreement among actors. The material resulting from the series of interviews confirms
the importance of examining the topic through a transnational policy community
approach and tracing the influence of specific actors on the outcome.
The G-30, and to some extent, the financial sector in general, exhibit an obvious AngloAmerican bias.13 This bias is also reflected in the dissertation. The case studies dealing
with over-the-counter derivatives and systemic risk concentrate on the most
sophisticated players, mainly New York-based institutions, and the US financial system.
The dissertation does, however, examine the regulatory and supervisory framework in
the context of the Basel process. The first case study, which looks at clearance and
settlement in the securities markets, is more technical and scrutinises national practices;
it includes a wider variety of countries.
It is also important to note that the dissertation is not simply concerned with
demonstrating that the G-30 has exerted influence in specific policy debates. The
empirical analysis serves as the basis for a more general argument on how we should be
thinking about global financial governance and the influence of transnational policy
communities. In examining the G-30, we observe governance patterns of the wider
transnational policy community and can infer generalizable and generalised outcomes,
implications and conclusions (King et al., 1994). This case reveals the important
characteristics of the transnational policy community, which is tight-knit and exhibits
increasingly similar viewpoints which seldom failed to put private sector preferences in

13

This is in many ways an obvious point, but one that is obscured by persisting national variations in
financial systems and banking cultures. The case here is one where a handful of institutions, globally
active but based in core financial centres, are the main drivers of financial regulatory policy. This is a
theme taken up mostly in Economic Geography (see, for example, Engelen and Grote, 2009).
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front and move policy debates and decisions to the transnational level. The dissertation
also shows that the public sector, especially its most transnationalised elements, has
mostly been comfortable with that. These findings are significant beyond the case
studies examined in this dissertation as the post-crisis reform agenda, discussed in the
closing chapter of the dissertation, continues to emerge.
1.5

Overview of Chapters

The second chapter reviews the relevant IPE literature in greater depth than this
introduction and situates the argument of the dissertation within the discipline. The
chapter helps to identify the principal themes and analytical tools of the dissertation.
The main concern is to conceptualise elite transnational actors and determine how they
gain authority, as well as to highlight knowledge, economic strength and a privileged
position with regards to access to policy-makers as sources of influence. The chapter
presents the concept of a transnational policy community of public and private actors as
a useful device with which to investigate a group such as the G-30; it shows that
transnational policy processes are shaped by a publicly coherent community which has
gradually shifted the balance in favour of private sector authority and has moved
financial governance to the transnational level. This has led to self-regulatory and selfsupervisory arrangements, thus significantly altering the functions of regulation and
supervision. Furthermore, the analysis of the chapter sheds light on the ‘public-private’
and ‘state-market’ distinctions, and draws attention to the need for an integrated
understanding of these concepts and also, for an awareness of state and market actors
working in tandem to mould financial market structures. In addition, the chapter
focuses on the implications of non-state actor influence and authority: the lack of
adequate procedures of accountability, the constraints placed on national economic
policies, and the tensions resulting from private actors being in charge of the promotion
and preservation of public goods. The analysis of the chapter also brings to light the
specific conceptual contributions of this dissertation.
Global financial governance is generated through a series of processes that blend public
and private sector interests and priorities; these processes are made up of issue-specific
initiatives as well as a broader shared understanding over the principles of regulation
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and supervision that is built over time. The integration of financial markets as well as the
nature of the institutional arrangements governing the activities of private financial
institutions result in a small number of actors shaping transnational policy processes in
relative obscurity. I suggest that the formation of a transnational policy community
through the G-30 and similar institutions is best understood as a form of club model
politics. This suggests that elites join the club for mutual recognition, prestige, and with
an aim to have influence. When in the club there is room for disagreements and the
pursuit of different interests and agendas (other than the overthrowing of capitalism).
The club provides a motivation for the individual to engage the institution, and the
institution then also influence not only the individual but the broader normative and
regulatory framework on issues of financial governance. The interaction of public and
private actors in this context is one of harmonious symbiosis; private interests are
internalised by the public sector, which is still, at least potentially, in charge of setting
parameters.
Chapter 3 presents the G-30 and establishes its empirical significance on the basis of (i)
what it is; (ii) what it does; and (iii) what it is an instance of. The chapter provides a
comprehensive picture of the type of organisation at hand, its distinctive characteristics
and its historically pioneering position as a group that is both a meeting place for elite
public and private actors and at the origin of publicly disseminated reports (see also
Kenen, 2008). The analysis further offers a series of explanations for the rise and
development of the G-30 and how it has, over time, consolidated as an important actor
in the context of some vital global regulatory processes. The chapter explains how the
group evolved and found its niche in the global financial governance framework by
focusing on the progression of both its membership and its public output. The tensions
(or lack thereof) of reconciling public and private interests in the group’s work and the
regulatory outcome of the debates in which it has participated are also closely
examined; the analysis finds that traditional debates on the relative merits of selfregulation and prescriptive regulation have been superseded by a shared understanding
of what constitutes good financial governance and the appropriate role of private sector
initiatives and standards within that structure.
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The G-30 thus provides the basis for two sets of observations on the nature of global
financial governance. In the first place, the G-30 offers a detailed illustration of the
developing transnational financial policy community and the normalisation, over time,
of such governance arrangements. The chapter shows that the influence of the G-30 lies
to a considerable extent in its membership. The G-30 brings together high-level officials
from the largest financial institutions, central banks and other public authorities, as well
as some high-profile academic economists. These individuals are accomplished
practitioners, regulators and supervisors and hold an active role in the operation of
financial activities; they also move regularly through the ‘revolving doors’. The G-30
constitutes a meeting of financial elites with similar social, educational and professional
backgrounds who are major players in global finance. Pursuing the club analogy, the
positional power and prestige of these individuals meet the entry rules to an arena
where policy ideas are discussed and policy problems defined, away from interference
of outside influences. This does not imply tacit agreement on the ideas themselves; a
quick glance at the membership over time shows distinct approaches at play. It does,
however, severely limit who gets heard and what interests are ultimately represented.
And beyond the group, it does lead to remarkable coherence in the policy programmes
proposed.
This matters as the G-30 also shows this transnational financial policy community at
work. Through a succession of study group reports, the group combines policy-defining
high quality research that is timely and often technical with a capacity to influence
policy through its special position of proximity to policy-makers. It also sheds light on
the process of delegation. Exercises of delegation of authority originally based on
functional, complex and, for most, remote topics of regulation can endow credibility and
open the door to contributions to larger (and less technical) policy issues. There is
indeed a clear arc to the gradual assumption of authority functions of groups such as the
G-30: as subsequent chapters illustrate, building its credibility with work on clearance
and settlement in the securities markets, the group moved on to take the initiative on
debates on the (non-) regulation of over-the-counter derivatives and became an early
testing ground in the overhaul exercise of global banking regulation with Basel II. Most
recently, the group has pro-actively participated in post-crisis reform discussions. This
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focus on technicality and the ongoing production of relevant study group material may
also help explain the relative longevity and continuing relevance of the group relative to
other bodies.
Chapter 4 presents the first case study, and deals with G-30 influence on clearance and
settlement of securities, the topic of the first technical report undertaken by the group.
The chapter shows that, following formally sanctioned delegation, the G-30 produced a
thorough study on how to improve efficiency and reduce the risks associated with
clearance and settlement in national securities markets and played a leading part in the
monitoring of implementation of standards worldwide. It determines that the G-30
succeeded in its effort and that there is clear evidence of influence on national and
transnational policy outcomes. The analysis further maintains that the report
established the group as an actor in the financial transnational policy community.
Additionally, it suggests that this exercise of delegation of authority was facilitated in
this case by the functional, complex and, for most, remote nature of the topic but
stresses that this very technical and expert initiative opened the door to G-30
contributions to larger policy issues.
Chapter 5 continues the examination of global financial governance defined in narrow,
technical and efficiency terms, ‘nuts and bolts’ as distinct from high policy. Specifically, it
deals with G-30 work on over-the-counter derivatives instruments. The group tackled an
emerging and contentious topic of interest to practitioners and public authorities. It
relied on the expertise of its members and study group participants to produce and
promote simple but authoritative recommendations on the sound and effective use of
these instruments, introducing Value-at-Risk models as the basis of best practice
standards. The project was initiated and conducted by the private sector and endorsed
self-regulatory practice; it was also a thinly disguised attempt to pre-empt potentially
intrusive official measures (thus supplying expertise a step ahead of demand). The
chapter argues that the G-30 was effective in defining the issues on the agenda and
offered specific solutions (which were widely adopted) to a potentially controversial
policy concern. It did so by claiming to demystify derivatives and by determining policy
parameters that met the approval of public bodies prior to the instruments hitting the
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headlines as the root of major financial losses in the mid-1990s. The G-30 framed the
issues by providing guidance at a time of uncertainty and by limiting wider debate in
establishing derivatives as a technical yet regular financial issue, best dealt with within
the confines of financial institutions and existing regulatory frameworks. In so doing, the
G-30 contributed to the OTC derivatives regulatory environment that enabled
continuous financial innovation and the proliferation of many of the instruments that
were at the core of the recent financial crisis. Through this process, the G-30 advanced
its position as an authoritative private body and at the same time, internalised private
sector interests in policy making.
Chapter 6 looks at the G-30 project on global institutions and systemic risk. The analysis
of the chapter establishes that with this study, the G-30 made a bold statement on selfregulation and also, self-supervision. The group modified its role by moving away from
reports that scrutinised specific aspects of the financial markets and produced a study of
the system as a whole; this was a significant step that saw the group provide overall
policy directions. The chapter argues that understandings of self-regulation and selfsupervision as advocated by the G-30 were at the heart of what became the policy
preference for the governance of global finance. This was most clearly manifested in the
adoption of these principles in the making of the Basel II capital adequacy requirements.
The chapter underlines that the work of the group was instrumental in the effort to
substantially alter regulatory and supervisory traditions, and that it worked as a ‘tester’
and prepared the ground for Basel II. The chapter further maintains that this report
materialised and succeeded in shaping outcomes because the G-30 had already
established itself as an authoritative actor. This suggests that delegation of authority to
a non-state actor on matters that appear technical and specialised can legitimise private
sector involvement and lead to influence over issues of wider significance, thus altering
the role of the private sector in governance from one of providing expert advice to one
of articulating policy preferences and eventually producing actual policy (with the
material consequences that ensue).
The final chapter offers an overview of the issues, provides an assessment of the role
and influence of the group and emphasises that the G-30 is an organisation that reflects
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general governance patterns in the regulation and supervision of financial activities. It
also looks at the shifting governance framework in reaction to the global credit crisis
and the ensuing regulatory responses. This helps examine the transnational policy
community under stress, allowing us to see how such a community reacts to a sustained
and widespread crisis and how it copes with or adapts to changing circumstances. The
chapter provides an analysis of community reactions to the crisis at the official and
private / ‘best practice’ levels, examining and challenging questions of private capture of
the policy process, defining constituencies in global financial policy, and addressing the
de-politicisation of finance and the development of ‘appropriate’ regulation. It also
examines the extent to which the club as model of governance has been threatened.
The chapter explains that the club model politics approach continues to work post-crisis
and indeed helps us to understand the framework within which reforms are being
discussed and enacted and shows that the transnational policy community has been
able to defend its relative autonomy. In the context of crisis management and reform,
the community remained the main provider of policy ideas and reform proposals while
despite the magnitude of the crisis, the regulatory system has merely been tweaked.
And while the private sector’s role and prestige appear diminished, it continues, through
direct lobbying but mostly through the informal interactions under scrutiny in this
dissertation, to consult quite effectively. The G-30 as a whole has been an involved actor
in the management of the crisis, producing one of several reports on reform of the
financial system. In this context, the analysis in this dissertation shows that the process
of capture, and the resulting internalisation of private sector interests in the policy
process, constitutes policy appropriation and can no longer be dismissed on the grounds
of technocracy and efficiency. This matters as there is no obvious channel for discontent
with global financial governance to translate into increased accountability, input from a
broader variety of players and ultimately, a rethink in the way financial governance is
understood in relation to notions of the public good.
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Chapter 2
Exercising Authority in Global Financial Governance

2

Introduction

The field of International Political Economy (IPE) brings together scholars from political
science, economics, geography and sociology to study markets, states, and power. It is
not an exaggeration to state that IPE deals with most these issues through discussions of
states and markets, and who has relative power. At the core of these debates is the
reassessment of the role of the state and discussions of how authority is being exercised
by the private sector. The dominant strand of research in IPE concentrates on economic
issues in terms of asymmetries between states or attempts between them to cooperate
through international regimes (most famously examined in Gilpin, 1987 and Keohane,
1984). A growing body of work, discussed in this chapter, has introduced frameworks of
analysis to enhance our understanding of transnational ties and to account for the
growing importance of non-state actors in international politics. This dissertation
contributes to this field of study by investigating how global financial governance is
generated by a transnational policy community. The focus here on the development of a
transnational policy community that analytically explains the relative input of the public
and private sectors and the dominance of private interests in the formulation of policy
preferences. It also accounts for the guiding practices and principles of the emerging
framework of global financial governance. This research strengthens IPE’s arsenal of
actors and mechanisms to help us understand the nature of governance in the
international political economy.
This dissertation examines the principal developments in and characteristics of financial
policy-making and provides important insights that help shed light on the question ‘who
governs global finance?’ through an investigation of the Group of Thirty. The
dissertation naturally builds on an impressive body of IPE literature that draws insight
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primarily from political science, sociology, and geography. In this literature there is a
tradition of seeking to identify actors and structure to answer questions such as ‘who
regulates?’ and ‘who benefits?’ (Strange, 1988), as well as a more recent stress on ‘who
acts?’ (Hobson and Seabrooke, 2007). Answers to these questions have typically isolated
states from markets, a problem key authors have addressed by devising concepts such
as the ‘state-market condominium’ (Underhill, 2000), as discussed below.

Such steps have been extremely useful in diverting focus away from the form of
governance and onto the content of governance. In this chapter I suggest that the statemarket and public-private dichotomies commonly found in IPE are misleading when
addressing the question ‘who governs global finance?’. In order to understand which
actors and structures are relevant in global financial governance, we need to look more
closely at where authority lies, how it is shared among a range of public and private
actors and how it shifts between them. This chapter thus focuses on how we should
proceed in explaining and thinking about this phenomenon and especially how authority
is exercised.

Thinking through these issues is particularly important given that for global financial
governance, distinctions made in the literature between state and market activities are
often exaggerated and differ from practice in the marketplace and the world of policy.
One basic reason for this is complexity and who has the knowledge and skills to know
what activities are being conducted. Several factors have contributed to financial
markets becoming more transnational and complex, including technological and
communication innovations and the liberalisation of markets through public policy,
starting with the phasing-out of exchange and capital controls (O’Brien, 1992: 7-9, 17).
In this context, a small number of core financial institutions whose activities are global
have become increasingly important in terms of governance (strongly influencing
regulatory and supervisory practices). These institutions highlight the multitude of
markets now operating, the variety of products that institutions use, their mobility, as
well as the complex links that have formed among themselves and between themselves,
local markets and the global financial system as a whole. It has long been acknowledged
that finance has become transnational faster and more comprehensively than any other
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aspect of the economy (Coleman, 1994: 244). Accordingly, those who have the skills and
knowledge to know what is being conducted and how are in a privileged position to
govern.

Given such complexity, the role of expert knowledge in financial governance is
particularly important. A parallel development with the growing complexity of finance is
that it has increasingly become viewed in technical/economist terms and has come to
be seen as quite distinct from public policy. It has also become more or less harmonised
at the transnational level, where “[i]ssues are expressed and debated within technicist
paradigms” (Picciotto and Haines, 1999: 361) and standards of regulation and
supervision are defined in terms of best practice and benchmarking (Cerny, 2002: 202).
In financial policy there was much talk about policy transfer in the 1990s and 2000s,
where what was being transferred included policy goals, instruments, institutions, ideas,
ideologies and attitudes (Dolowitz and Marsh, 2000: 12). Policy transfer should be
understood as distinct from policy learning. The important aspect for now is that expert
knowledge has a particular place in financial governance that allows governance to be
largely kept within a community or, as discussed in this dissertation, within a club
model.

When coupled with the complexity of financial markets, the closeness of the community
or club in financial governance permits delineating what exactly is to be governed and
what is not. Germain has neatly defined global financial governance as the “broad fabric
of rules and procedures by which internationally active financial institutions are
governed” (2001: 411). This definition is indicative of three important trends in global
finance: (i) the focus on a core group of large and transnational financial institutions; (ii)
the absence of a clear actor or set of actors setting the rules and (iii) the emphasis on
rules and procedures in an evolving and flexible regulatory framework. Importantly, the
mechanisms through which rules and benchmarks are set establish who is to be
governed, who is not,14 and who has the capacity to govern themselves.

14

Consider, for example, the massive expansion of the ‘shadow banking’ sector in the US in the past
decade that escaped the gaze of international banking regulators.
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A capacity to self-govern has been one hallmark of modern global financial governance,
most pronounced prior to the most recent crisis and still an active element for
arguments against new regulations in the post-crisis period. Again, complexity is used by
those favouring self-regulation: to permit those who know how operations work to also
do the regulating. Coordination is another point made, that to work across the multiple
layers of institutions and a wide range of public and private actors that are in charge of
global financial governance, self-enforcement is best. The key form of financial
governance expressed through institutional frameworks is one of coordinated standardsetting, and has been described as “enforced self-regulation” (Braithwaite and Drahos,
2000: 141). The Basel Committee on Banking Supervision (BCBS or Basel Committee),
the International Organisation of Securities Commissions (IOSCO) and the International
Association of Insurers Supervisors (IAIS) act as formal coordination mechanisms while
less formally, governance is generated through the interaction of the regulators and
supervisors of core countries, the private sector (private financial institutions and
transnational business associations) and a community of experts (most of whom have
trained professionally in Economics).

These developments in global financial governance ask us to ponder on the questions:
‘who governs?’, ‘who benefits?’, and ‘who acts?’, especially when those governing,
benefitting and acting can be identified within what is referred to in this dissertation as
a club model. This is particularly the case if we are interested in the content of
governance rather than its form. Of course IPE literature focuses on governance issues,
but who is governing and the identities they are inscribed with has changed over time.
In the past, a number of scholars have placed more attention on the detail of content
and the complexities it raises. Notably, the earlier work by Keohane and Nye on
‘complex interdependence’ referred to international relations operating through
“multiple channels of contact” and “transnational, transgovernmental and interstate
relations” (Keohane and Nye, 1987). Recent work on transgovernmentalism has
reignited this concern with complex interdependence and mapping linkages according
to content, but clearly restricted to public actors (Baker, 2006). In general, the interest
in content and complex interdependence gave way to the literature on ‘international
regimes’, famously understood by Krasner as “sets of implicit or explicit principles,
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norms, rules and decision-making procedures around which actors’ expectations
converge in a given issue-area” (Krasner, 1983: 2). This literature sought to bring
parsimony

to

earlier

discussions

of

transnational

relations

and

complex

interdependence. Keohane (1983, 1984) did so through a narrow focus on interstate
agreements to establish regimes in the wake of American hegemonic decline. The main
turn here was to borrow from economics, particularly microeconomics, to discuss
supply and demand systems for international regimes. The consequence was that much
of the international regimes literature was then criticised for being too parsimonious
and reducing detail about the content of governance to the extent that the work no
longer reflected real world concerns (Strange, 1994).

One of the most effective critics of explanations of change in the international political
economy that reduced the drivers of change to only states was Susan Strange. Strange’s
approach to IPE takes us closer to conceptualising relations among different types of
actors. She defined IPE as the study that

concerns the social, political and economic arrangements affecting the global
systems of production, exchange and distribution, and the mix of values reflected
wherein. Those arrangements are not divinely ordained, nor are they the fortuitous
outcome if blind chance. Rather they are the result of human decisions taken in the
context of man-made institutions and sets of rules and customs (Strange, 1988: 18).

The scope here was indeed broad and Strange encouraged IPE scholars to confront
rather than shy away from complexity. At the same time her analysis of the ‘retreat of
the

state’

in

the

latter

part

of

the

twentieth

century

encouraged

a

confrontation/separation between state and market actors. As she stated: “where
states were once the masters of markets, now it is markets which, on many crucial
issues, are the masters of states” (Strange, 1996: 4; see also Boyer and Drache, 1996).
This stark analytical dichotomy of states and markets does not, however, adequately
explain global financial governance. For the purposes of this dissertation such an
approach is also not able to sufficiently capture the role of actors such as the G-30 as it
creates artificial distinctions that are not replicated in practice. It misses out on the
growing interaction of public and private actors and limits accounts of authority
diffusion to explicit delegation or zero-sum considerations.
42

Global financial governance is better explained through an integrative analysis of
economic and financial activity that includes a range of actors that exercise varying
degrees of authority. In that, the most recent generation of scholarship on global
governance is particularly useful. Focusing on the agents or ‘governors’, Avant et al.
(2010) examine who performs tasks, the reasons why they are in charge, their ways of
operating, as well as the effects of their action on policy. They identify five bases of
authority at the global level: beyond the formal institutional authority, they study
delegated, expert, principled and capacity-based authority, acknowledging that most
governors base their role on a combination of the above. Most significantly for the
purposes of this dissertation, they ask that they study of global actors move beyond the
enumerating stage to look at the “character of relationships” (Avant et al., 2010a: 11-14,
3). This is especially important in global financial governance. As Underhill has argued,
we need to view the state and the market “as part of the same integrated ensemble of
governance, a state-market condominium” (Underhill, 2000: 821). Similar considerations
apply to public-private distinctions as governance refers to a “mix of private and public
categories” (Pauly, 2002: 77). This study shows that state-centrism tends to obscure the
phenomena under investigation and also suggests that pluralism or interest-based
approaches miss the underlying agreement among the entire policy community. The
study also takes the view that state vs. market debates, or assigning authority roles
exclusively in terms of public and private sector roles, sets the analysis at a level of
aggregation that misses much of the activity involved in the content of global financial
governance. This dissertation contributes the idea that much global financial
governance operates through a coherent transnational policy community and through
what is described as a club model.

The chapter considers who exercises authority in global financial governance. The case
studies of this dissertation, as well as much empirical evidence in the IPE literature,
identify a growing and increasingly formal role for the private sector. The analysis
explains some of the mechanisms through which private actors exercise authority
(including modes of delegation, self-regulation and self-supervision) and identifies a mix
of interests, incentives and economic ideas for private sector involvement in financial
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policy. It also focuses on the concept of a transnational policy community as the main
analytical tool with which to study the role of the private sector in general and of
organisations such as the G-30 in particular but also, through which to better grasp the
evolving nature of global financial governance. This directly links up with the practices
and principles that make up global financial governance.
The final section evaluates the implications of the influence of groups such as the G-30
and of financial authority as exercised through the transnational policy community. It
also considers the legitimacy of the actors and policy priorities and addresses questions
of accountability. It becomes clear that an understanding of the transnational and ‘prepolitical’ character of the policy community and the club model through which it
operates help us focus on the right level of analysis, including in the post-crisis reform
context.

2.1

Finance in Transnational Governance

This dissertation has the task of investigating global financial governance and argues
that we require a strong concept of what a transnational policy community is and how it
works in practice. Transnational and governance have been italicised because they
require clarification. The understanding of governance used here includes explicit and
implicit rules (Cohen, 1999: 133), and “regulation in the widest sense: all mechanisms of
social control” (Jordana and Levi-Faur, 2004: 3). Governance in this sense asks us to
explore which actors exercise authority functions through formal and informal
mechanisms (Rosenau, 1992: 13). The concept also takes us away from reliance on
territoriality and towards an issue-area or sector-based understanding of governance.
As argued by Rosenau, “spheres of authority” are “distinguished by the presence of
actors who can evoke compliance when exercising authority as they engage in the
activities that delineate the sphere” (Rosenau, 1997: 39). Such spheres of authority may
cover a sector, such as finance, a sub-sector, such as the banking industry, or a specific
issue-area, such as the standards and practices relating to the use of over-the-counter
derivatives instruments (cf. Cerny, 2002). In concrete terms, financial governance relates
to a list of activities: regulation and supervision of global financial activities, but also
decision-making about information-gathering, who has access to what information,
44

what information matters and how disagreements or disputes are to be settled. How
these activities are undertaken depends, both practically and analytically, on the actors
involved (public, private, hybrid), the level at which most policy processes evolve
(national, international or transnational), the nature of regulation (predominantly rulebased or market-based) and the evolving state-market relationship.

The transnational also requires some clarification. As stated above, there is a long
tradition of studies of intergovernmental behaviour and ‘intergovernmentalism’ (Baker,
2006) and networks between and among governments and formal officials (Slaughter,
2000). Within IPE there has been less conceptual clarity on the transnational than there
has been on the intergovernmental, despite the literature in sociology on the rise of
transnational private regulation (Bartley, 2007; Quack, 2010), and work on transnational
advocacy networks (Keck and Sikkink, 1999).15 What distinguishes the transnational
from the intergovernmental is that the public or private identity of the actors is not vital
for the production of formal and informal rules for governance. Global financial
governance is formed by transnational policy processes of rule and standard
formulation, implementation and monitoring by a policy community of public and
private actors who continually interact. It is made up of a series of policy decisions on
different financial issue-areas and practiced by both public and private actors. The
transnational for this dissertation points to more than the transcendence of interaction
between national sovereign authorities, but also to the fact that governance practices
are beyond national authorities and formal organisation. Several actors, and several
types of actors, are in charge of global financial governance. At the heart of the process
is a robust and more or less formalised practice of public and private sector interaction.
Policy formulation, implementation and enforcement are based on this transnational
interaction. The ensuing governance arrangements are characterised by a mix of public
and private authority and thus, imply an accepted policy role for the private sector.

15

The main exception here is work on environmental governance that falls within IPE broadly defined.
See, in particular, Dingwerth (2008) and Pattberg (2007). Within IPE and finance, Porter (2005) has
provided an integrated framework most effectively.
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The influence of the private sector on financial governance is not particularly novel or
new. The history of financial governance demonstrates that there is a long tradition of
authority being exercised by private actors. For example, Moran’s (1991)
comprehensive historical overview of practices in finance reveals the active role of the
private sector as seen in the self-regulatory traditions of the United States and the
United Kingdom. He argues that the United States developed a structure of
“practitioner-based regulation” and that the UK system was based on informal rules and
flexibility (Moran, 1991: 30, 56). Changes in the global economic and financial
institutional framework in the aftermath of the Depression and Second World War did
not alter the convention of close and cooperative ties between the public and private
sectors in the regulation and supervision of financial activity in the United States and the
United Kingdom. On the contrary, private sector involvement in these two countries
“proved robust” (Coleman, 1994: 244). The collapse of the Bretton Woods system in the
1970s and the “backlash against state intervention” (Cerny, 1994: 244) that followed in
the 1980s gave additional impetus to the even greater inclusion of the private sector in
the policy process. At the same time, the transnationalisation of finance led to the
‘export’ of these arrangements, that is the wider espousal of an approach of delegating
authority in line with US and UK models (Coleman, 1994: 245-246). The history here also
demonstrates ongoing collaboration between the state and the private sector, including
state support for international financial standards and rules that are in line with banks’
concerns for international competitiveness (Kapstein, 1991; Oatley and Nadors, 1998;
Seabrooke, 2001). Some of the big financial policy moments of the late 1980s and
1990s, as discussed in this dissertation, reflect the influence of private actors actively
participating in transnational governance with public actors, in addition to domestic
interest groups lobbying for particular financial standards (Singer, 2007).
2.2

Private Authority and the Role of Ideas and Expertise in Policy Formation

If private actors exercise authority in global financial governance alongside public actors,
we need to consider how they do so and how the literature has attempted to capture
this. Private sector authority in global finance rests primarily on three sets of sources: i)
expertise: ii) economic weight; and iii) the power of ideas. Expertise and specialist
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knowledge are central to the governance of financial markets where innovation brings
about new and complicated products. The intellectual complexity involved in regulating
finance has long been acknowledged (Hancher and Moran, 1989: 294), and this makes
public authorities “captive of knowledge specialists” (Lindblom, 1977: 120; cf. Dezalay,
1993: 210). In the case of financial governance, specialist knowledge is particularly
prominent in elevating decision-making beyond the grasp of many public authorities
and also politicians (cf. Lindvall, 2009).

Holding and managing specialist knowledge comes with costs attached. The private
sector’s role is further enhanced through its ability to ‘translate’ its knowledge for the
benefit of public officials (Sell, 2003: 99). Because of the need for translation services,
private sectors interests have good argument to suggest to public authorities that selfregulation is best since those doing the activities are the ones most informed on how to
handle the complex issues in finance. There is a “privileged class of market agents”
(Cohen, 1999: 135) who draw their power from an intellectual capture of policy
possibilities, as well as their economic strength, and the importance of financial
institutions in the running of the national economy. This is not phenomena isolated to
finance. As Ruggie has argued, private governance is not always the result of a shift from
public to private; it is also new governance (Ruggie, 2004: 503). Arenas where
innovation and expertise are driving governance, such as the governance of the internet
and its content, exhibit useful insights. E-commerce, for example, has relied on different
forms of self-regulation. Lawton and McGuire (2003) have distinguished between
mandated self-regulation, where industry actors create rules and enforce compliance in
a framework set up by the state; sanctioned self-regulation, where industry actors
create rules which are approved by public actors; coerced self-regulation, where private
sector rules are formed as a mode of pre-empting government regulation; and voluntary
self-regulation, where there is no active role for the state but private interests may aim
to avoid state intervention in the long run. Porter and Ronit (2006) looked at the various
stages of the policy process and specified agenda setting, problem identification,
including “an exceptionally strong tendency to cast even the most severe and
unexpected problems as amenable to be solved by an incremental modification of
existing best practices” (Porter and Ronit, 2006: 51), decision making, implementation
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and evaluation. The sanctioning of self-regulation happens through transnational policy
communities, as this dissertation demonstrates.

The literature on private authority and private governance, in finance and other fields of
IPE, is now quite extensive (Cutler et al., 1999; Hall and Biersteker, 2002; Graz and
Nölke, 2008; Leander and Ougaard, 2010). When it comes to global financial governance
issues, there remains a strong strand of scholarship that views the role of private actors
through the prism of delegation (Pauly, 1997; Abdelal, 2007) or focuses on private
sector involvement as important in increasing the effectiveness of global rules (Mosley,
2009). Linking ideas about delegation and expertise, Büthe and Mattli emphasise
governance efficiency, arguing in the case of the International Accounting Standards
Board that a private body became “the focal institution for global rule-making”. They
proceed to explain that a “simultaneous privatisation and internationalisation of
governance is driven, in part, by governments’ lack of requisite technical expertise,
financial resources, or flexibility to deal expeditiously with ever more complex and
urgent regulatory tasks. Firms and other private actors also often push for private
governance, which they see as leading to more cost-effective rules more efficiently than
government regulation” (Büthe and Mattli, 2011: 5).

Also important in understanding the governance role of private actors is literature
dealing with business power. Fuchs (2007), for example, shows that market actors can
operate through instrumental power (lobbying), but also structural power (selfregulation or the making of rules as explained above) and discursive power (in defining
the realms of the possible and appropriate). Associated with this is an understanding of
the economic power of private actors, which can lead to ‘capture’ of the policy process.
And while material resources are at the heart of traditional understandings of regulatory
capture which narrowly focus on control of policy processes by the regulated (Mattli
and Woods, 2009), a more nuanced approach to what constitutes capture can best
illuminate governance patterns and policy content in global finance.

Kahler and Lake (2009) convincingly argue that capture is linked to networks and, as this
dissertation shows, a transnational policy community as showcased by the G-30 can
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illustrate how this takes place. Epstein writes that “the concerns of public officials and
peak business interests may converge around particular solutions to given policy
problems”, giving rise to the Wall Street equivalent of ‘What’s good for General Motors
is good for the United States’ (Epstein, 2006: 4). This is greatly reinforced by the
phenomenon of ‘revolving doors’ (Seabrooke and Tsingou, 2009) which serves to detach
professionals from their specific affiliations and weakens the potential for explicit public
and private identities.16 As the analysis of this dissertation shows, financial policy came
to be seen as apolitical, with regulators and supervisors aligned with market participants
and detached from other agencies conventionally understood as public in the domestic
arena. Baker takes up some of those themes in his discussion of capture as “created by
four causal mechanisms, which overlapped with and complemented one another: the
concentration of material resources and direct lobbying; the political salience and
inherent pro-cyclicality of financial regulation; revolving institutional doors; and
intellectual and cognitive capture” (Baker, 2010: 651). It is intellectual capture that this
dissertation most obviously emphasises: economic ideas about what constitutes
appropriate financial regulation came to mirror private sector practices and exhibit a
strong bias against any kind of political meddling. In turn, this determined the
institutional parameters of financial governance, contributing to a move to a
transnational technocratic governance framework, where such intellectual capture is
ever more likely to occur.

Arguments about intellectual capture are related to ongoing debates about the role of
ideas in political and economic change that have been very active in IPE in the last
decade. Among the prominent scholars working on ideas, such as Blyth, economic ideas
are understood as providing “agents with an interpretative framework [… and] both a
‘scientific’ and a ‘normative’ account of the existing economy and polity, and a vision
that specifies how these elements should be constructed” (Blyth, 2002: 11). Much of
this literature has focused on ideational entrepreneurs and how they are able to
persuade other policy elites to pursue a particular economic strategy (Blyth, 2007).

16

‘Revolving doors’ also raises a practical question of capture whereby when regulators are aware that
they may move to become the regulated, they may be more receptive to market-friendly regulatory
standards. For a less ‘benign’ treatment of revolving doors, see Johnson and Kwak (2010).
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Smith in the eighteenth century, Ricardo in the nineteenth, Keynes and Friedman in the
twentieth have all been “intellectual icons” in this respect (Braithwaite and Drahos,
2000: 123). Keynes is typically seen as the promoter of economic ideas that “provided a
rationale for more active government management of the economy” (Hall, 1989: 363),
Friedman and the Chicago School of Economics were at the heart of an ideological shift
to neoliberal economic principles which favoured a greater policy role for the private
sector (Helleiner, 1994: 15). This focus on ideational entrepreneurs has been criticised
for placing too much emphasis on individuals who have assumed ‘legitimacy by
proclamation’ isolated from how ideas are received by broader society (Seabrooke,
2006: 40-2). Such criticisms are relevant to the extent that ‘ideational drivers’ cannot be
explained by the mere presence of one man or woman.

Beyond ideational entrepreneurs, how do these sources of ideational influence translate
into authority? In his analysis of the political influence of economic ideas, Hall explains
that it is “congruence between the ideas and the circumstances that matters”, that
complex ideas need to be interpreted in a particular manner and that “an idea must
come to the attention of those who make policy … with a favourable endorsement from
the relevant authorities” (Hall, 1989: 370). In the 1980s, the embracing of neoliberal
economic ideas in the making of policy was consistent with particular economic and
political circumstances (the end of the fixed exchange rate system and stagflation, as
well as the election of a Republican administration and Conservative government in the
United States and the United Kingdom respectively) (cf. Chwieroth, 2010). At the same
time, developments in financial markets made private sector expertise key as public
authorities struggled to keep up with new financial instruments and methods; private
actors relied on their (perceived) ability to manage complexity in order to command
authority. Furthermore, the trend towards the consolidation of financial activity among
a small number of globally active financial institutions gave the latter great leverage in
their dealings with the public sector. The Hall explanation goes a long way in showing
when ideas matter, but it is still ambiguous in telling us how ideas matter when we are
looking beyond ideational entrepreneurs in the public sector or a public policy
community.

50

If we look to other approaches to the issue of understanding how public and private
actors are motivated by, and drive, ideational change, we have a range of options.
Streeck and Schmitter analysed the devolution of state functions to the private sector in
terms of formation of a “private interest government” which effectively results in the
public use of private organised interests (Streeck and Schmitter, 1985: 16). Designed to
explain policy arrangements at the national level, the framework is useful in that it
refers to “self-interested collective action [which is said to] contribute to the
achievement of public policy objectives” (Streeck and Schmitter, 1985: 17). In applying
this approach to the central questions of this dissertation, the understanding is that
private sector involvement in global financial governance promotes both its own
interests (flexible, non-intrusive but efficient regulation and supervision) and the public
policy goal of financial stability.

Another useful concept from more recent literature is that of private regimes, which are
based on “transnational business associations … representing the interests of a group of
firms which negotiate over issues of common interest, and establish a framework of
rules, standards and best practices guiding the behaviour of participants” (Haufler,
2000: 123). This approach also focuses on private sector incentives, such as pre-empting
governmental regulation and further, explains private sector regimes as global
governance mechanisms in the absence of formal transnational institutions (Haufler,
2000). Both concepts are helpful in explaining phenomena of global financial
governance but miss the degree of shared understanding about policy that exists among
public and private actors. This is more adequately explained through arguments about
the role of epistemic communities and elites.

A focus on shared understandings as drivers of ideational change has frequently come
from the work on epistemic communities. An epistemic community is a “network of
professionals with recognised expertise and competence in a particular domain and an
authoritative claim to policy-relevant knowledge within that domain or issue-area”.
Members of the community share “normative and principled beliefs”, “causal beliefs”,
“notions of validity” and a “common policy enterprise” (Haas, 1992: 3). The approach
emphasises that the input of epistemic communities is especially sought in conditions of
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uncertainty (or following a crisis) (Haas, 1992: 14). This analysis helps explain the
importance of expertise, as well as the process through which shared understandings on
such expertise are formed, thus proving useful to our understanding of how economic
ideas become policy options. It is an approach on expertise that works well when the
experts and the policy community are clearly separated; studies have shown, for
example, that experts have influence over policy ideas and instruments but not policy
goals per se (see Lindvall, 2009) and that expert ideas will be most influential in the right
‘policy window’ (Lieberman, 2002). The concept loses some of its analytical purpose
when that separation is less sharp; as Jacobsen has commented, the concept of an
epistemic community does not stand if the community and those that it is meant to
advise are in fact the same (Jacobsen, 1995: 307).

This a problem partly overcome by work on elites in policy networks. The concept of
elite formation is instrumental in understanding the ease with which public and private
sector actors interact and the type of process that leads to the internalisation of private
interests in the policy process. Stone has pointed to how elites’ social circumstances and
interconnections are important as those in charge of policy have “similar educational
and professional backgrounds and their beliefs are reinforced by the conferences and
regular meetings promoted by professional associations” (Stone, 1996: 30, 90-91). Elite
socialisation has an important effect on how ideas, and which ideas, are important (cf.
Verdun, 2000: 83-84). Helleiner talks of central bankers having a common framework of
thought and uses Paul Volcker’s17 quote on the subject of the debt crisis to illustrate:
“certainly, we didn’t have to spend a lot of time explaining to each other the nature of
the emergency” (Helleiner, 1994: 200). Hall’s (2008) more recent analysis of Central
Bank authority networks also confirms this. Similarly, the World Bank “is often described
as composed of citizens of 100 countries who attend six universities” (Kobrin, 1999:
177). Chwieroth’s explicitly constructivist work on how policymakers are socialised into
neoliberal ideas through their university training at Chicago or similar, their period in
the IMF among particular staff, and then their return to their home Latin American

17

Paul Volcker (a G-30 member and Chairman) was Chairman of the Federal Reserve Board at the time of
the 1982 debt crisis.
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countries, where they change policy in treasuries and ministries provides further
support to the importance of socialisation (Chwieroth, 2010).

Of course elites also matter for approaches other than constructivism and those
highlighting ideational change. Post-Marxists and Gramscians have also emphasised the
role of elites and their influence on economic ideas. The role of elites is the focus of the
work of van der Pijl (1998) and Gill (1990). Van der Pijl produces a historical overview of
“transnational classes” and accentuates the importance of ideological agreement. He
refers to networks such as the Freemasonry, and to contemporary groupings such as the
Bildeberg conferences, which attract well-known personalities from the world of politics
and business who have links to other organisations (van der Pijl, 1998: 121-122). He also
talks of the World Economic Forum, underlining the “guaranteed absence of wider
critics” and pointing out that “outsiders must either conform or accept isolation” (van
der Pijl, 1998: 132-133). Van der Pijl argues that elites are enduring and that
“transnational planning groups prove to be not a conspirational world government, but
class organisations constantly adjusting to the real balance of forces confronting them”
(van der Pijl, 1998: 134).

Gill’s focus is the Trilateral Commission, an international relations council that brings
together US, European and Japanese intellectuals and leaders. Gill sees in the work of
the Trilateral Commission the “construction of international networks of identity,
interests and ideas, and their representation through institutional linkages” (Gill, 1990:
2). The participants in this project are the elites “whose material interests and ideas are
connected to the transnationalisation and liberalisation of the global political economy”
(Gill, 1990: 94). Gill further argues that “private councils are part of a much wider
international process of elite familiarisation and fraternisation, mutual education and,
broadly speaking, networking”. Those involved in this process are associated with
“internationally expansive economic forces” (Gill, 1990: 122, 124). A similar approach is
evident in the work of van Apeldoorn (2002) on the European Roundtable of
Industrialists (ERT) which shows the latter as more than a lobbying group and explains
that the ERT articulates particular governance principles while ensuring that the
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interests of its members are protected. While useful in identifying elites, this scholarship
stops short of providing much insight on the actors and their agency.18

In sum, these approaches all shed light on why ideas matter, but tell us little that
specifies the actors and how they are motivated by and drive ideas without relying on
the following: i) ideological affiliation, as with a transnational capitalist class; ii) expert
knowledge, as with epistemic communities; iii) institutionalisation, as with work on how
actors are transformed by the IMF, for example; or iv) the prominence of particular
individuals, such as the work on ideational entrepreneurs. Research on elite socialisation
that cuts across the public and private sector makes an important contribution, one
which this dissertation seeks to enhance further.

2.3

Club Models as Ideational Drivers in Transnational Policy

This dissertation proposes that we treat two concepts particularly seriously: club model
politics and transnational policy communities.

This dissertation refers to clubs as an elite community where the members are
motivated by peer recognition, have invested interests, and have a common goal in line
with values they consider honourable. The ‘club’ is more than an epistemic community
since it is highly selective and based not only on skills with scientific knowledge but also
public recognition and private material power. Membership of the club does not imply
common ideological commitment, except in very broad terms. Club members may
diverge on many issues of policy and economic ideas (Keynesianism vs. Monetarism, for
example) but remain in the club because of a shared common goal and peer
recognition. Consider, for example, that the G-30 includes both Paul Krugman and
Goldman Sachs’s Gerald Corrigan. As such, a club need not be a ‘transnational capitalist
class’ in any meaningful way, or perhaps only in a way that is banal – such as a shared
interest in maintaining a general rather than particular idea of a global capitalism
system. The club is also more than a collection of individuals, or particular ideational
18

Some of this scholarship also fails to explain elite relationships – “most [arguments] are more than a
little obscure in their specification of empirical relationships” (Cohen, 2008: 116).
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entrepreneurs, since removal of one or a handful of its members does not collapse the
structure or the shared goals of those who remain, as well as those who join. The club is
therefore more malleable and flexible than a particular policy community where
entrance to that community is an obligation of public or private office. Furthermore,
clubs can be flexible in permitting actors who have multiple professional identities and
can also be indifferent to whether members come from the public sector or the private
sector. As stated in the introduction, Mills’ work on the ‘power elite’ corresponds
directly to my conception of clubs in this dissertation, since the club brings together
actors who have shared – but not isolated prestige. Writing in the 1950s, Mills argued
the following:

The long-time tendency of business and government to become more
intricately and deeply involved with each other has, in the fifth epoch,
reached a new point of explicitness. The two cannot now be seen clearly as
two distinct worlds. It is in terms of the executive agencies of the state that
the rapprochement has proceeded most decisively. The growth of the
executive branch of the government, with its agencies that patrol the
complex economy, does not mean merely the ‘enlargement of government’
as some sort of autonomous bureaucracy: it has meant the ascendancy of
the corporation’s man as a political eminence (Mills, 1956: 274-5).
Mills’ study of how the ‘political, economic and military’ men had formed a power elite
does not rely on the members of these groups having a common ideological
commitment or even a common explicitly shared ideational agenda. Rather than
requiring an ideological commitment or clear manifesto, Mills’ power elite were
identified by their “social and psychological affinities”, and that “to grasp the personal
and social basis of the power elite’s unity, we have first to remind ourselves of the facts
of origin, career, and style of life of each of the types of circle whose members compose
the power elite” (Mills, 1956: 278). What glues the power elite together, for Mills, is
affinity rather than ideology, through a shared sense of prestige, honour and tradition.
Whether those involved work for the private sector or the public sector is not
important, nor are rigidly defined professional roles.
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Similarly, the club model described in this dissertation brings together what can be
understood as new power elites.19 In the mid-1950s Mills described the “inner core of
the power elite” who perform “the functions of the “go-between” effectively and
powerfully” (Mills, 1956: 289) as “the higher cliques of lawyers and investment bankers
[who] are the active political heads of the corporate rich” (Mills, 1956: 291). As this
dissertation describes, this inner core has gone public through clubs such as the G-30,
and the power of such clubs can, in some cases, trump the actions and interests of
states and International Organisations.

Mills’ insights on the power elite also relate to how we locate ‘ideational
entrepreneurs’, the drivers of ideational change in the international political economy.
Mills is of the opinion that “we must balance the weight of the character or will or
intelligence of individual men with the objective institutional structure which allows
them to exercise their traits” (Mills, 1956: 96). This argument differs from Hall’s above
because less weight is placed on circumstance and more on social affinities and their
relationship to institutional forms. This dissertation suggests that if we are looking for
ideational drivers, it is the club, not the ideational entrepreneurs, doing much of the
work. In the case of the G-30, being an ideational entrepreneur is a condition of club
membership, but the driver of ideational change is the club form of interaction, not the
individual strengths of the ideational entrepreneurs. The club model provides collective
momentum to the individuals involved but also offers flexibility because if one or a
handful of the club members leave the group the collective still functions. The club
model also allows for ideas and positions to shift over time, members do not have a set
agenda and if anything, the confidentiality of the environment provided by the club
model allows for both ideational entrepreneurship and pragmatic decision-making.20

If a club is based on affinity, shared prestige, and a common goal, then we may ask how
this differs from the notion of policy community. Stone argues that the term ‘policy
19

See also Bhagwati (1998), who referred to a power elite in relation to the much alluded to Wall StreetTreasury complex.
20

In a discussion of networks, Martinez-Diaz and Woods also note the opportunity “to speak frankly and
to shift positions” in what can be seen as a “peer-to-peer forum” (Martinez-Diaz and Woods, 2009: 9-10).
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community’ refers to “experts and professionals that share their expertise and
information and form common patterns of understanding regarding policy through
regular interaction” (Stone, 2001b: 6). There is not much to this community beyond
interaction and policy communities are typically considered to be governmental actors,
not the private sector. A policy community is not a club of power elites, as I suggest with
the G-30. It is by definition derived from ideas of vocation and/or public service, rather
than prestige and influence.21

However, clubs do not operate in a vacuum and interact on a regular basis with what I
refer to as a transnational policy community. The concept of a transnational policy
community is key to understanding global financial governance and the role of
organisations such as the G-30 as it best captures the process of public and private actor
interaction in the making of financial policy, as well as the variety of settings within
which this interaction takes place. The concept focuses on the expertise of community
members, and how governance takes place among public and private actors in a policy
location that can best be described as transnational.

In doing so, the analysis builds on a growing body of literature on the concept of
community. Morgan writes of transnational policy communities based on “structured
interactions,” where “individuals come to know each other within a specific
transnational social space through distinctive and identifiable processes that lead in the
direction of ‘shared understandings’ and shared meanings” (Morgan 2001: 117–18).
More recently, Djelic and Quack (2010) devoted further attention to the concept of
‘transnational communities’, noting the importance of shared practice and discourse in
keeping members together and concluding that they “add a crucial dose of social
structuring to the transnational sphere and, by reflection, to transnational governance”.
They also find that “... the additional value of the community dimension for
understanding transnational governance arrangements lies in their potential to align the

21

For an extensive overview of some of the literature on policy communities and networks, see Thatcher
(1998). It is worth noting that much of this literature has been developed with domestic policy contexts as
the main focus.
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cognitive and normative orientations of their members over time” (Djelic and Quack,
2010: 397).

In the context of this dissertation, the notion of transnational policy community refers
to a group of officials, public and private, that exhibits particular characteristics. The
community maintains some links with respective national systems but its strongest (and
often predominant) ties and perceived constituency are at the transnational level. It is
also associated with a particular understanding of ‘good governance’ that follows
economic principles as those have developed within the disciplinary boundaries of
Economics;22 the interests of the community are defined and articulated without
reference to public goods and private priorities but in terms of widely accepted
principles of efficiency and stability.23

The officials who make up this community are mostly educated (both academically and
professionally) in an Anglo-American context and crucially, have experience of both the
public and private sector, thus further blurring the lines. To define the terms more
clearly here, I refer to the transnational policy community as the group classification,
while the club model described in this dissertation denotes the mechanism through
which self-select elite members of the group have influence and replicate their power.

There is ample evidence of the utility of the concept of transnational policy community
in the analysis of global financial governance. The IPE literature has long noted that
“linkages between regulators in different countries are often closer than linkages
between financial regulators and other state actors within the same country” (Cerny,
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This matters as Fourcade shows both that the profession defines “what constitutes an economic
problem” and the “appropriate tools to handle it” and that the field of Economics has gradually moved
away from national contexts (Fourcade, 2009: 3, 254-5).
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The analysis of this dissertation does not look at the G-30 as an organisation at the centre of a particular
project which purposefully seeks to promote neoliberal economic principles. Nevertheless, the literature
on elites is useful in explaining the role of the G-30 as it identifies important elements of the socialisation
of policy actors: educational background, professional linkages, networking frameworks and the closed
nature of policy groups. This familiarity, along with the importance of expertise, accounts for the
influence and authority functions of private actors. The dissertation builds on this literature by presenting
a group with elite characteristics which does not just talk but also acts; it is therefore pushing IPE closer to
an understanding of how governance actually works.
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1996: 92). Similarly, in his analysis of banking and securities regulation and supervision,
Underhill argues that policy communities “share a set of policy concerns” and also, “the
expertise to deal with them” (Underhill, 1997: 24). More recently, Puetter (2006)
showed through an analysis of the Eurogroup that among decision-makers, some
community characteristics are especially important, including affinity, professional
reputation and credibility and confidentiality. Speaking more as an ‘insider’, the former
Managing Director of the Bank for International Settlements William White indeed
acknowledges that central bankers and financial regulators share more with each other
than they do with officials in their domestic policy making frameworks (White
commenting on Epstein, 2006: 20). Davies and Green also discuss how “central bankers
often congratulate each other at their frequent international gatherings on how
remarkably well they get on together … They believe that they think the same way and
have the same reactions in the face of a rather hostile, uncomprehending non-central
banker world”(Davies and Green, 2010: 270). The importance of the formal and informal
relationships of the actors responsible for policy-making is central to our understanding
of global financial governance: “linkages and interaction as a whole should be taken as
the unit of analysis, rather than simply analysing actors within networks” (Stone, 2001b:
15). The G-30 case provides a concrete example of a club model in action that works
through a transnational policy community to construct and transform global financial
governance.

2.4

The G-30 and the Transnational Policy Community

The G-30 is an important actor in global financial governance for two reasons. Firstly, it
is a prestigious policy forum which brings together high level public and private sector
officials in a confidential setting. Secondly, it has produced public highly regarded expert
reports, which have presented a coherent case in favour of governance arrangements
made up of public-private sector interactions and explicit and implicit delegation of
authority to private actors. The G-30 is both a result of, and a contributor to, hybrid
global financial governance arrangements that are made up of a mix of public and
private authority. The thesis also establishes that the G-30 is an important club in global
financial governance, both by offering insights into the mechanisms of the governance
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arrangements and through its involvement with much of the technical detail and
‘plumbing’ of financial regulation.

The importance of the club model through which the G-30 operates, and its influence on
members of a transnational policy community, should not be underestimated. The G-30
is active in the process of elite familiarisation and helps to forge shared understandings.
One element that distinguishes the contemporary international political economy is that
“a well integrated global corporate elite or business community has formed and […]
global policy groups have been instrumental in its formation” (Carroll and Carson, 2003:
53). The G-30 is one of the key groups. The G-30’s policy output confirms its significance
in the governance structure and gives the group a more tangible form of authority.
Private actors with authority “claim to be, perform as, and are recognised as legitimate
by some larger public … as authors of policies, of practices, of rules, and of norms” (Hall
and Biersteker, 2002: 4). The G-30 fits this category and claims authority through
“recognition by others of specific knowledge, expertise, and representational skills”
(Cutler et al., 1999a: 18).

The G-30 also sees itself as an actor within a transnational policy community that goes
beyond mere representation of the interests of its members. Moreover, not only is
there a shared understanding of what constitutes good and appropriate governance
among public and private actors but also, distinguishing between them at the individual
level becomes increasingly difficult. Like Mills’ power elites, this power elite have a high
degree of interchange between the public and private sectors, and most members of
the G-30, and the transnational policy community as a whole, have often moved
through ‘revolving doors’.24

The G-30 and its club model have influence on global financial governance. How to
measure such influence raises some important questions. Referring to the World
Economic Forum, Graz asserts that “the influence of an elite club on a particular issue of
global politics hinges, by definition, on loose and informal channels of power” (Graz,
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Chapter 3 expands on this point, which is also highlighted in appendix 3b.
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2003: 322). The difference between assessing the influence of the G-30 and the
influence of groups such as the World Economic Forum or the Trilateral Commission
(Gill, 1990) is that the G-30 produces policy reports. As a club the G-30 does more than
hold meetings; it produces documents that become policy instruments in the world of
finance. This dissertation evaluates the influence of the G-30 by following its role in the
policy debate and in the making and implementation of policy concerning three specific
policy areas: clearance and settlement in the securities markets, over-the-counter
derivatives and systemic risk. The method is more akin to “determining the influence of
an epistemic community [which] rests in carefully tracing the evolution of ideas to
determine their impact on policy making” (Porter, 1993: 171). The analysis of the
dissertation traces the principles and standards proposed by G-30 studies in policy
outcomes.25 The club model describes the mechanism by which influence is created and
ultimately sustained.

The G-30’s influence can also be seen in how it affects the general environment for
thinking about the financial governance of the issue areas in question, the principles of
regulation in the short and medium term, and also the micro-level detail on how
financial regulation actually works. Furthermore, the G-30 combines a public approach
through promoting publications, releasing press statements, organising conferences and
encouraging press coverage, with a private approach that concentrates on “targeting
decision makers and selling the idea to them” (James, 2000: 168-169). The G-30
employs these methods to gain access and influence and is uniquely placed in targeting
its audience (in many ways, it is the audience).

The G-30 benefits from a strong tradition of close ties among the public and private
sectors in global finance, especially prevalent in the United States and the United
Kingdom. Additionally, it has from the outset dealt with transnational issues, which
open up new regulatory and supervisory questions and require coordination. There is
also a limited number of actors making up the transnational policy community (G-10
regulators and supervisors and a few core financial institutions for the period covered
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A parallel here can be seen in the assessment of think tanks’ influence (James, 2000: 163-5).
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by the case studies in the dissertation and only partly enlarged since the onset of the
financial crisis); in much of the story of financial governance as seen through the areas
covered by the G-30, national and regional actors beyond the core are mostly active in
the interpretation and implementation of norms and rules (this is notably the case in
the adoption of clearance and settlement proposals as will be seen in Chapter 4). The
debate and the mobilisation of the community are transnational in principle and in
practice. Moreover, the initiatives associated with the G-30, when presented in the form
of expert reports, produce recommendations which in many ways protect the interests
of private institutions but also strive to be seen as acceptable by the public elements of
the community. Finally, while private sector involvement is continuous, G-30 input, as
this dissertation shows, is most important in “areas of significant ignorance” (Strange,
1986: vii), when dealing with new financial issues or areas of concern and being in a
position to provide added value in terms of expert knowledge, practical know-how or
unique policy setting. As a club the G-30 has a particularly strong influence in framing
what ideas are relevant for financial regulation at key regulatory moments.

As already discussed, one important principle at the heart of global financial governance
has been the belief in the merits of self-regulation. Private sector incentives to promote
self-regulation are well documented. Haufler identifies efficiency, security, autonomy
from intrusive government regulation and “responding to societal demands and
expectations of corporate behaviour” as the main goals of self-regulation (Haufler,
2000: 126). The study of the G-30 shows that these goals apply not solely to the private
sector but rather, to the transnational policy community as a whole. This is especially
the case with respect to the fourth goal, where the “low domestic visibility” of global
finance (Helleiner, 1994: 19) means that the ‘social constituency’ in policy terms has
long been de facto the transnational policy community itself.

While self-regulation is not a new phenomenon in global financial governance, this
dissertation shows that financial governance in the past thirty years developed to also
endorse principles of self-supervision: as the case studies indicate (and Chapter 6 in
particular), the role of regulators and supervisors over that period evolved from one of
telling financial institutions what they do, to one of asking them what they do. This
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substantially altered the functions of both the regulators and the regulated, giving the
private sector a greater policy role in the formulation, implementation and monitoring
of rules and standards. This development reaffirms the importance of concepts such as
that of transnational policy community in understanding how global financial
governance actually works and how these developments take place over time. It also
alerts us to how self-regulation can in some case be wrong-headed, as we have seen
with the most recent international financial crisis.

Pauly argued in the 1990s that the main task for the transnational policy community is
“enhancing market efficiency and preventing market failure when regulatory power
becomes decentralised” (Pauly, 1997: 4). We can see now that the history of success has
been very mixed. Writing after the Asian financial crisis (one that arguably barely
registered as a real crisis in the ranks of the transnational policy community), Germain
argued that “the 1990s have demonstrated two certainties with respect to the world’s
financial system: it is global in scope, and it cannot be left to govern itself – stability in
financial markets requires the judicious exercise of public authority” (Germain, 2001:
421). Yet the transnational policy community consistently argued that the “public bad”
elements of financial instability, such as “international spillovers”, “market failures” and
“races to the bottom” (Wyplosz, 1999: 159) were limited to episodes of rogue practice
or incomplete adoption of the standards promoted by the community. Judging by the
series of national and regional crises to have taken place in the past couple of decades,
clearly, who makes the interpretation, does matter. At times of crisis issues and
authority and accountability can shift. As Pauly has argued, “agents of legitimate public
authority reassert their ultimate regulatory power, or, if they truly cannot, markets
collapse” (Pauly, 2000: 87). In this context, states’ regulatory capacity becomes a matter
of political will (or extreme necessity) in the face of clubs and a transnational policy
community. This asks us to bring the political element back into the policy process.

The cases in this dissertation demonstrate how important the G-30 has been in
influencing how ideas about regulation are interpreted. Through the club model, the
dissertation also shows how the mechanisms at play in the workings of the G-30
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transform which actors are engaged in the transnational policy community and how
they shape global financial governance.

2.5

Legitimacy and Accountability in Transnational Policy Communities

The policies that make up global financial governance are accepted as legitimate
primarily as a result of the high level of expertise involved in the policy process, and
because of shared understanding of what appropriate policy is among clubs like the G30 and the transnational policy community. The extent to which clubs and a community
are accountable when the ideas and knowledge to transform policy are internal to them
is an important question to address.

On expertise and legitimacy, the inclusion of economic ideas in the debates over policy
adds “scholarly legitimacy” (Stone, 2000: 216) and, as best practices and models spread
at the transnational level, the resulting technocratic legitimacy is enhanced (Radaelli,
2000: 37-38). Transnational policy communities emphasise technical expertise for
legitimacy, as opposed to normative claims (such as those made by transnational
advocacy networks, see Keck and Sikkink, 1999). How this technical or epistemic
legitimacy is achieved matters: the extent of agreement, how agreement is reached and
what ideas or options are considered in multi-perspective deliberative fora can have
impact on the perceived legitimacy or otherwise of the actors and policies of global
financial governance (see also Mügge, 2011). Even so, the transnational policy
community focuses on efficiency and stability over social or distributive justice, which is
also a public good (Kapstein, 1999). In practice, this means a shift of economic policies,
such as from “full employment to high employment” (Drache, 1996: 43), and a phasingout of the welfare role of the state in favour of support of the private sector (Prakash
and Hart, 1999: 15). As Kirchner (2003) also explains, economic ideas define the
“feasible” and the predominance of a particular policy discourse has led to an
impression of inevitability of both policy and outcomes.

Despite a stress on technocratic legitimacy, inevitably policy priorities produce winners
and losers that raise broader questions of legitimacy. In other aspects of economic
64

governance, policy outcomes in terms of winners and losers are easily apparent; Sell’s
analysis on the influence of private actors over the regime of intellectual property
protection shows a clear impact on the ability of states in the developing world to tackle
health issues and the HIV/AIDS crisis in particular (Sell, 2003). The identification of
‘losers’ in global finance has long been more subtle. The failure of regulation and
supervision can have an impact on workers who become unemployed as a result of a
currency crisis or taxpayers who have to bail out insolvent financial institutions (Porter,
2001: 428) – this is all the more apparent in the aftermath of the financial crisis. But
even in ‘normal’ times, as Cutler et al. have argued, private actor authority can lead to
decisions about “who gets to play, what are the limits on play, and often who wins”
(Cutler et al., 1999b: 369). For some time, the winners have been the “key domestic
interest groups…which are tied in most closely to the international economy” (Cerny,
1996: 92). This has left a progressively under-represented group that includes state
employees, welfare recipients, farmers, small businesses and workers in traditional
industries (Cox, 1996: 200). Some groups can be actively encouraged to enter the
financial system to boost its broader legitimacy, such as through mortgage securitisation
(Seabrooke, 2006), but such strategies are not part of the discussion among the
transnational policy community. Or at least they were not until the most recent
international crisis was linked to sub-prime lending.

The legitimacy of a transnational policy community, and especially of clubs like the G-30,
is a tricky issue. As Graz has argued, “the bigger suggested influence of a transnational
elite club, the greater the problems to legitimise its informal power” (Graz, 2003: 336).
The presence of public actors and the public availability of G-30 output only go a little
way towards mitigating this. Hurd argues that the “operative process in legitimation is
the internalisation by the actor of an external standard”, a standard other than selfinterest (Hurd, 1999: 388). In global financial governance, external standards tend to
revolve around stability and efficiency and, thus, are too closely linked to private sector
interests. This also has consequences for the legitimacy of public actors who have
delegated some of their authority to private actors (Pauly, 1997: 18; Purcell, 2002: 323).
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Finally, what is the legitimacy of the structure of global financial governance? Clark
(2003) distinguishes between two discourses of legitimacy. One relates to the systems
of rule while the other focuses on the normative principles that determine who is
included: concerns should not only focus on who governs but also, whose voices are
heard. The dissertation shows that the loudest voices are those articulating private
sector preferences. Recent work has focused on such issues; Germain, for example,
proposed the principle of inclusion as a way to enhance legitimacy (Germain, 2001:
412). While it is the case that the institutional framework became more inclusive in the
aftermath of the Asian financial crisis and even more so since the 2008-9 financial
recent crisis, the core of governance arrangements remains inhabited by a relatively
small number of financial institutions and public authorities with a strong North
American and European bias. But legitimacy in global governance is not simply about
increasing the number of actors and introducing pluralism; we need a better
understanding of gatekeepers, for example (see also Avant et al, 2010b). This is partly
explained by notions of ‘pragmatic legitimacy’ (Suchman, 1995) and a stress on
audiences, also put forward by Quack: “how, by what means and towards which
audiences do actors claim legitimacy for rule-setting and monitoring” and “how do
these audiences respond to their claims” (Quack, 2010: 9). The notion that the main
constituency and audience for the transnational policy community is the community
itself has not been irrevocably shaken by the crisis.26

The obvious problem here is that market actors are not politically accountable (Cohen,
1999: 135). As such, an apparent democratic deficit has emerged, highlighted in the
reality of “substantial decisions…frequently [being] taken by unaccountable officials
operating in arcane and secretive forums [and exerting] strong pressure on, even if they
do not formally bind, national decision-making processes” (Picciotto, 1996: 118; cf.
Cutler et al., 1999: 369). Scholars have long argued that in the world of finance most
26

It is not the purpose of this dissertation to expand on the political, procedural and normative
dimensions of legitimacy in global financial governance but it is worth noting, however, that many
debates fall into a spectrum between legitimacy and legitimisation (Brassett and Tsingou, 2011).
Conceiving of legitimacy questions along those lines allows for a greater detachment from the concept’s
state-based qualities. In this context, Bernstein (2011) makes a significant contribution in relation to
environmental governance by focusing instead on the interaction of affected communities and social
structures, which has resonance for global financial governance in the aftermath of the financial crisis.
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decisions take place among experts and are isolated from political debates (Verdun,
2000: 84) and the views of the public are only heard, if at all, following a scandal or a
market disruption (Underhill, 1995: 273-274). Financial governance patterns have been
left outside democratic political debates because of the low visibility of finance with the
exception of crisis moments; financial matters are of a technical nature and “no specific
popular social group [is] directly affected in a negative way” (Helleiner, 1994: 203).
There are some advantages to the secretive character of financial decision-making.
Underhill argues that “the very private and closed nature of the policy communities” in
effect facilitates the managing of crises (Underhill, 1997: 43) and warns that integrating
financial debates in more traditional forums could lead to “the chaos and paralysis”
associated with trade negotiations (Underhill, 1995: 278). The main implication here is
that while a close community is desirable for crisis management, we need a broader and
more inclusive governance process to ensure that norms of stability more broadly
defined are central and to therefore face fewer potential crises. I return to these
questions in the conclusion, following the presentation of evidence in the empirical
chapters to follow.

2.6

Conclusions

The purpose of this chapter has been to set up the conceptual framework of the
dissertation. In analysing the role of the G-30 over certain policy outcomes, the
dissertation seeks to explain the ‘why’ and ‘how’ of private actor influence but also, to
reach some conclusions about how financial governance is generated as well as to
identify the practices and principles that make up governance arrangements.

The chapter has defined transnational governance, clubs, and transnational policy
communities; the concepts, mechanisms, and actors that are used in the chapters to
follow. The chapter has explained the sources and methods of private sector
involvement in the making of policy and has identified important implications for how
authority is exercised rather than who has absolute control (public authority or private
authority).
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In particular, the chapter points to how we can understand clubs as distinct from
ideational entrepreneurs, transnational capitalist classes, or epistemic communities.
Club model politics, I argue, works through social affinity, shared prestige and a
common goal from self-selected power elites. Ideas do not trump material interests,
which are always present, but ideas are driven by club mechanisms in a way that is not
reliant on hard ideological commitments. Through a club model ideas frame how policy
should be constructed independent of particular individual ideational entrepreneurs.
Clubs as actors provide collective momentum to ideas that are then greatly influential
on transnational policy communities. They are largely influential because club members
are viewed as technical experts who have policy and/or market experience, as well as
intellectual prowess. These are sources of prestige, agreement, and influence on
transnational policy communities.

The chapter has also discussed how the internalisation of private interests in policy
processes has important consequences for the legitimacy and accountability of global
financial governance arrangements. As Porter has argued, global financial governance
“involves highly political conflicts that should not and cannot be resolved by technical
experts or markets alone” (Porter, 2001: 427). Yet discussions on the ‘politics’ of global
finance are scarce. There are ways to improve the current system by strengthening the
practices that underpin it (transparency, disclosure, more effective use of market
discipline and strong regulatory initiative in a crisis) and even enhance the
accountability of actors through greater sharing of responsibilities (Reinicke, 1997).
None of these measures, however, adequately address the lack of debate over policy
priorities and goals; it is up to the public actors within the transnational policy
community and those outside it to reintroduce these discussions.

This dissertation undertakes to explain the evolving nature of global financial
governance by focusing on the transnational character of policy processes and the
central role of the private sector in these processes. The dissertation examines these
issues by analysing the Group of Thirty (G-30), a private organisation and club that has
made an important impact on the financial regulatory and supervisory environment. The
practices of regulation and especially supervision have been altered substantially and
68

harmonised across borders. While the G-30 is not the only actor to have contributed to
this change, it has successfully presented a coherent case, which considerably
strengthened the role of private interests in these functions. The following chapters
illustrate how the G-30 has had significant influence over regulatory and supervisory
policies for a range of financial instruments and procedures. The chapters provide
detailed answers to the question ‘who governs global finance?’ presented in the
introductory chapter and explains how club model politics constructs global financial
governance by transforming the transnational policy community.
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Chapter 3
Club Model Politics and the Transnational Policy Community: An
Examination of The Group of Thirty

3

Introduction

This dissertation asks the question: ‘Who governs global finance?’. It argues that we
need a concept of transnational policy community to best capture how financial
governance is generated and what actors, and what type of actors, are involved in the
making of policy. It also suggests that club model politics best explains the mechanisms
through which actors operate in order to determine appropriate governance
arrangements; furthermore, the club model accounts for the exclusionary character of
these arrangements. The dissertation puts forward the Group of Thirty (G-30) as a clear
example of these mechanisms, as well as an influential actor in financial governance in
its own right. This chapter sheds light on the group itself by examining how such actors
emerge, and what makes them attractive settings for the transnational policy
community. It also offers initial insights on how such groups acquire semi-formalised
authority functions and the ideational and political consequences of this process. The
analysis in this chapter focuses on the G-30 explicitly, providing background on an
organisation that brings together elite actors in financial governance, and explaining its
influence through an examination of its membership, output and location within and
among the financial community.

Empirically, this dissertation shows that the G-30 took central stage in the discussion,
formulation and implementation of some key financial regulatory and supervisory
policies in the past thirty years. The empirical case studies that follow explain how the
G-30 exercised authority in commissioning and publishing reports which influenced the
policy approach and provided best practice standards on a range of financial issues.
Specifically, Chapters 4, 5 and 6 offer a comprehensive examination of the group’s role
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in the shaping of practices in the fields of clearance and settlement in the securities
markets, the treatment of over-the-counter derivatives and approaches to systemic risk
in relation to the activities of global financial conglomerates. First, however, it is
important to provide some historical and organisational context and so this chapter
looks more closely at the G-30 itself, reviewing the history, procedures and members of
the group. In telling the G-30 story, this chapter focuses on the sources of soft or
informal influence. In discussing elites, it examines their motivation and the mechanisms
and settings that turn their prestige and expertise into actual ‘power’. The chapter also
addresses the extent the ideational background that made a forum of public-private
interaction an attractive proposition among policy makers. Finally, the analysis
determines that these groups are far from static: there is scope for change and
adaptation of such groupings and longevity and relevance are determined by a range of
factors.

The story of the G-30 shows the importance of moving beyond rigid notions of public
and private in the process of governance; the concept of transnational policy
community is best suited to explain the configuration of policy actors and the club
model is key in understanding how these actors operate in practice and how
cohesiveness and coherence are achieved.

The G-30 is a product of a gradual realisation that in the post-Bretton Woods regulatory
environment there was room, and indeed the need, for special actors. The precise shape
that this particular actor took followed, this chapter establishes, changes in governance
associated with the parallel and related developments of liberalisation and
transnationalisation. The G-30 is neither a think-tank, nor a professional organisation
but, in fact, a hybrid with elements of different kinds of traditional actors operating at
the centre of (indeed encapsulating) the transnational policy community in charge of
global financial governance.

The chapter proceeds with an overview of the group as an organisation, establishing its
nature and mission. It then provides a brief history and a presentation of the group’s
formal membership and operation. The chapter covers the group’s early years of
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concern with great macroeconomic issues, as well as the evolution of the group since
the late 1980s into a more specialised and technical expert actor. The analysis moves on
to the ‘unofficial’ story, highlighting differences and similarities between the public and
internal images of the group. Finally, the chapter commits the membership of the group
to closer scrutiny and interprets the significance of this meeting of elites for our
understanding of global financial governance.

The purpose of this chapter is to show how a transnational policy community is formed
and how shared understandings are forged among its members. The G-30 can be seen
as a microcosm of global financial governance: it exemplifies the actors, settings,
policies and principles, as well as the processes of financial policy making. Through its
club model, it also explains the mechanisms through which actors and ideas are
included or excluded from governance functions and debates, and uncovers how
agreement and cohesiveness are achieved. Additionally, the empirical example of the
group can serve to illustrate how a non-formal actor can adapt and consolidate its
position of authority over time and how it achieves longevity.

3.1

The G-30: Hybrid Actors in Global Financial Governance

The formal name of the organisation is ‘Consultative Group on International Economic
and Monetary Affairs’.27 Official G-30 documents describe the group as a “private,
nonprofit international body composed of senior representatives of the private and
public sectors and academia”. Its aim is to “deepen understanding of international
economic and financial issues, to explore the international repercussions of decisions
taken in the public and private sectors, and to examine the choices available to market
practitioners and policymakers” (G-30, 1998: 3).

Two aspects of the G-30 are particularly noteworthy. Firstly, its membership, comprised
of high-level officials from the largest financial institutions, central banks and other
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Kenen (2008) recounts that the group’s better known ‘Group of Thirty’ name came after its first
Chairman, Johannes Wittaveen, was asked to provide a less cumbersome nickname at the launching press
conference.
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public authorities, as well as high-profile academic economists. It constitutes a meeting
of financial elites with similar social, educational and professional backgrounds who are
major players in global finance and frequently move through the ‘revolving doors’.
Secondly, the G-30 also shows this transnational financial policy community at work.
Through a succession of publicly available study group reports, the group has combined
research that is timely and often technical with a capacity to influence policy through its
special position of proximity to policy-makers. This sheds light on the process of
delegation. Exercises of delegation of authority originally based on functional, complex
and, for most, remote topics of regulation progressively endow credibility and open the
door to contributions to larger (and less technical) policy issues. This dissertation
focuses on three specific policy areas: clearance and settlements in securities markets,
(non-)regulation of over-the-counter derivatives and regulatory and supervisory
approaches to global financial conglomerates.

But what is the G-30? Observers of the group (chiefly in the financial press) have offered
their own definitions. For the most part, those have fallen into four categories. The G-30
has been compared to a private club: “its name evokes images of an imposing and
exclusive society, yet the Group of Thirty’s mission is quite above board” (ABA Banking
Journal, 1991: 57). The group has a social component and members do hold ‘state of the
world’ discussions during meetings, but if it is a ‘club’, it resembles more the early
incarnation of clubs as settings for collective and professional reputation (see also
Taddei, 1999); the published output of the G-30 and the impact of its proposals on
regulation and supervision suggest that the group is more substantial in any case.

Another approach is to view the G-30 as a think-tank. The organisation has indeed been
described in those terms on numerous occasions: “a private think-tank” (Chew, 1993: 6),
“a Washington-based think-tank of international bankers and former government
officials” (Wall Street Journal, 1993), “a top financial think-tank” (Financial Times,
1997a). This depiction also has shortcomings. A think-tank displays a number of
characteristics such as organisational independence and permanency, intellectual
independence, policy focus, public purpose, expertise and professionalism, and
organisational yield (Stone, 1996: 14-16). It is certainly the case that the group has
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produced high quality studies, often with the direct input of economists and other
academics. It also sponsors occasional papers that are research-driven. Nevertheless, it
is important to note that the G-30 does not have independent research capacity; the
preparation of published reports is assigned and outsourced to groups that include a
significant number of outside experts (predominantly from the private sector, especially
in the more technical work), and studies overwhelmingly rely on outside sponsorship.
The G-30 decides on the topics for research and determines how to best approach them
and who the experts are; the work, however, is undertaken by the study groups and
financing comes primarily from the private sector and is mostly project-specific.
Moreover, it could be argued that the consumption of some G-30 material is more
significant than that of documents originating in a think-tank. G-30 reports directly
reach the attention of many of the officials that are targeted in the work thanks to the
group’s membership. This is especially the case in the period covered by the three cases
in this dissertation (late 1980s to late 1990s) when the field was less crowded.

Yet another set of commentators refer to the group as “a private blue-chip study group”
(Corporate Finance, 1993: 37) or indeed as a “prestigious industry group” (Investment
Dealers’ Digest, 1994: 4). Admittedly, as subsequent chapters on the case studies
indicate, the G-30 has advocated self-regulation and endorsed key private sector policy
positions.28 The predominance of private sector experts and the importance of the
sponsorship by banks and other financial institutions suggest that the potential for
appropriation of the policy proposals put forward by the group is significant. Economic
ideas are not innocent; “projects are promoted by groups that inevitably inflect the
ideas they adopt to serve their own needs” (Jacobsen, 1995: 288). Nevertheless, the G30 is not a private sector interest or pressure group. Crucially, the group’s membership
comprises personalities outside the private sector and most importantly, is made up of
people acting as individuals and not representing institutions or firms.

This point is best illustrated when contrasting the G-30 another organisations that are
active in the financial policy areas that the group addresses. One such organisation is
28

Only following the financial crisis have G-30 reports shown a distinct voice that could not be mistaken
for an ‘industry’ voice (G-30, 2008, 2009a, 2009b, 2010; see also Carney et al., 2011).
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the Institute of International Finance (IIF). The IIF’s raison d’être is lobbying on behalf of
banking institutions, predominantly in the arena of global regulation. In the words of
Barbara Matthews, who served as Banking Advisor and Regulatory Counsel of the
institute, the IIF “represents the companies”. When an individual changes jobs, he or
she does not stay at the institute. Moreover, the IIF follows regulatory events but does
not shape them; it is not, formally, “interested in going ahead of the market”.29 Yet
another private sector organisation is the International Swaps and Derivatives
Association (ISDA). ISDA is the main body dealing with the reduction of risk (in particular
risk relating to legal uncertainties) that arises from the use of over-the-counter
derivatives. Its functions include “technical lobbying” and “strategic consulting”; ISDA
represents its members in the debates over policy and in turn, translates the regulatory
speech for their benefit. Regulators have a broader, more global view of banking and
ISDA acts as a go-between on matters regarding derivatives.30 What both organisations
(IIF and ISDA) have in common is that they are explicitly private sector groups,
representing the interests of members on an ongoing and systematic basis. By contrast,
the G-30 does not act as a representative and addresses topics mostly in one-off
projects.

G-30 members are quick to point out that the group’s purpose is not to represent the
interests of banks; “its job is not to bail out the private sector”.31 Moreover, inherent in
the ‘philosophy’ of the group is that credibility matters more than self-interest. From its
beginnings, the group endorsed private sector participation in the policy process but
operated on the basis that there is “something deficient about complete reliance on the
private sector”.32 It is significant that members have been keen to assert that the G-30 is
not yet another representative of the private sector, and that even in the halcyon days
preceding the financial crisis. Interviews with members also suggest that many of the
public officials who are members of the group would not want to compromise their
29

Interview with Barbara Matthews. For full information on dates and places of the interviews referred to
in this chapter, see the references.
30

Interview with Emmanuelle Sebton, who served as Head of Risk Management at ISDA. For more
information on ISDA, see also the organisation’s website, www.isda.org.
31

Interview with Geoffrey Bell, founder of the group.

32

Interview with Sir David Walker, long-term G-30 member.
75

positions and would not be associated with the group if they felt that the G-30 was no
more than a facade for the self-interest of banks and securities firms. This point needs
to be understood within the wider context of financial market regulation and
supervision. The G-30 has a reasonable and founded claim to technical knowledge as its
study groups bring together the most up-to-date experts in a specified field. That private
interests are well looked-after in the work of the group is a product of comprehensive
research and importantly, the result of overall agreement among the financial policy
community on what constitutes good financial governance.

As a result, the definitions most faithful to the substance of the G-30 are at best general
and descriptive: “a Washington-based grouping of academics, bankers and government
officials” (Financial Times, 1997b) or even, “a prestigious international body” (Crawford
and Sen, 1996: 151). It “is the slimmest of organisations, but punches well above its
weight” (Financial Times, 1996). The G-30 defies traditional distinctions of public,
private (and research/academic). It presents private club, think-tank and interest group
characteristics but is very much a hybrid. As this dissertation demonstrates, the G-30 is
an organisation that has been at the forefront of some key regulatory and supervisory
battles won by the private sector, while retaining a reputation for impartiality in the
policy world. Highlighting expertise, it follows the tradition of reliance on informal and
non-governmental arrangements in the operation of financial markets (Hirsch, 1977).
The G-30 showcases global financial governance arrangements and a pre-political
transnational policy community at work.

3.2

The G-30: a Formal History

3.2.1 Membership and mission
The G-30 is an organisation formally comprised of thirty members at any one time, in
their individual capacity. All members have strong credentials in the areas of economics
and finance and prestigious careers in the public and private sectors and/or academia.
Appendix 3a provides a complete list of current members, along with some information
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on their educational and professional backgrounds.33 The list is impressive; the group
includes high-profile people from major international institutions, national supervisory
agencies, major banks, along with some prominent economists. It is important to note
that while some members are reaching the end of their careers, the majority of them
are still very much involved in the institutions in which they work. Hence, the group is
more than a discussion forum for people who have vast financial experience; it is a
meeting ground for individuals who are currently responsible for the activities within,
and the supervision of, global financial market activity. Indeed, the G-30 is an
organisation bringing together people who often interact in their professional lives.
They are likely to gather in Basel, New York, London and also Davos; they have the
opportunity to exchange opinions in meetings of supervisors or in conferences and
symposia of private associations. Furthermore, many are often members of other
bodies or private organisations. Memberships do overlap and members are for the most
part professionals who have come to know each other well.34 In this context, the idea of
‘socialisation’ of elites takes shape; “private councils are part of a much wider
international process of elite familiarisation and fraternisation, mutual education and,
broadly speaking, networking” (Gill, 1990: 122). G-30 members share an education
background and a professional career process and their paths cross on many
33

Appendix 3b focuses on the ‘revolving doors’ aspect of members’ careers. Appendix 3c provides a list of
past members; many of the names on this list are easily recognisable and testify of the consistent ability
of the group to attract high-calibre people.
34

Some members are particularly engaged in cross-membership, whether in the public or private sectors.
Several past and present members have held positions of importance in the Basel institutional process:
Past Basel Committee on Banking Supervision (Basel Committee) chairmen include Gerald Corrigan in his
capacity as President of the Federal Reserve Bank of New York, Tommaso Padoa-Scioppa (who went on to
chair the Committee on Payment and Settlement Systems), William McDonough, former President of the
Federal Reserve Bank of New York and former G-30 member, and Jaime Caruana when head of the Bank
of Spain. Mark Carney chairs the BIS Committee on the Global Financial System and Mario Draghi chaired
the Financial Stability Board prior to assuming his position as President of the European Central Bank.
G-30 members have also been active in promoting other private sector initiatives. Gerald Corrigan and
John Heimann co-chaired the Derivatives Policy Group, a private sector initiative that followed the work of
the G-30 on the topic. Gerald Corrigan also co-chaired the Counterparty Risk Management Policy Group, a
further private project. Some members are also active in industry business associations in their capacity
as representatives of their respective institutions. Past and present members to have served on board of
directors and the executive committee of the IIF include Jacob Frenkel, Josef Ackermann, William Rhodes
and David Walker.
Paul Volcker, chairman of the group, is often associated with additional initiatives.
For more information on past professional positions and policy group memberships, see Appendix 3a.
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occasions.35 This situation is further intensified through the practice of revolving doors,
whereby most G-30 members have represented both public and private sector
institutions at various times in their careers. As Mills argued, power elites are supported
by institutions that permit interchange “at the points of their coinciding interest, as
between regulatory agency and the regulated industry; contracting agency and
contractor” (Mills, 1956: 288). Revolving doors and multiple memberships, in this case,
support the club model and are also a product of it.

What are the implications of the nature of the G-30 membership for the group’s
intellectual and ideological position? As the empirical cases of this dissertation show,
the G-30 has, through its work, advocated a particular regulatory and supervisory
approach. On the whole, the studies of the organisation have promoted industry selfregulation and have operated on the assumption that the stability of the system is best
served by minimal state intervention and market discipline. In this sense, both the group
and its members are part of the policy community in principle favourable to processes
of neoliberalism and globalisation. The process is two-fold: members and, in turn, their
respective organisations have accepted a particular understanding of the nature of
regulation and have adapted work practices accordingly; as a result, they approve of G30 projects that pursue these objectives. On the other hand, the group serves as a
forum for the discussion of developments in financial market activities and innovation
among practitioners and ‘peers’; this informal communication also shapes ideas and
courses of action.

Finally, it should be noted that the G-30 sees itself as having a ‘public’ mission. The
group is comprised of people who consider themselves knowledgeable in both technical
and policy terms and who believe that they are sharing their expertise as a public good.
Firstly, as most members are actively involved in several fora, they follow policy work
undertaken elsewhere; as a result, they are often prompted to propose particular study
topics if they feel that important topics are not addressed anywhere, or not at a

35

Note, however, that observations about educational background, to this day, are limited to the AngloAmerican world, Latin America and, increasingly, Europe. Asian members of the transnational policy
community continue to be predominantly educated at home.
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satisfactory level.36 But there is also a genuine sense of contributing towards the
efficiency and stability of the financial system, as interviews with members and others
who interact with them attest.
3.2.2 The founding of the G-3037
The G-30 was founded in 1978 with the support of a $500,000 three-year grant from the
Rockefeller Foundation. Its creation was the product of a Foundation initiative, following
the decision to sponsor a study on the international economy. The end of the 1970s was
a particularly interesting, yet confusing time for those involved in policy-making in
economic affairs. Markets were still adapting to a new floating exchange rate regime
and most economies had suffered severely in the aftermath of the oil crisis. Changes in
the system were accompanied by what Helleiner refers to as an “ideological shift to
neoliberalism” among a wide policy community that included executives in the business
and finance sectors, as well as central bankers, finance ministry officials and
representatives of the major international financial institutions all of whom “had often
been wary of the interventionist financial practices of the early postwar years”
(Helleiner, 1994: 15-16).38 The Rockefeller Foundation decided to finance a study that
would enhance the understanding of these realities. Indeed, foundations are “essential
to the development of international knowledge networks that feed into and help sustain
global public policy networks” and have a key role in the “spread of ideas, values and
norms as well as specific programmes” (Stone, 2001b: 29). While formally outside
transnational policy communities, foundations maintain strong links with policy actors
and have an important part in framing the parameters of policy by influencing the kind
of knowledge included in the policy debate.

36

Interview with John Walsh, former Executive Secretary of the G-30.

37

Information for this and following sections comes from the following sources: Peter Koenig (1982)
‘Inside the Group of Thirty’, Institutional Investor (Int. Edition), September: 415-420; Desmond MacRae
(1990) ‘The coming of age of the Group of Thirty’, Global Custodian, June; Peter Kenen (2008) The G-30 at
Thirty. Further valuable information came from interviews with G-30 members and Executive Secretaries
John Walsh and Stuart Mackintosh.
38

This point was also emphasised by Tommaso Padoa-Schioppa who stressed that “for a generation of
regulators and supervisors, the battle was to make agencies independent of politics. The aim was to avoid
political influence as well as political interference in the mechanisms of markets” (interview with
Tommaso Padoa-Schioppa).
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A meeting of the Rockefeller Foundation trustees in February 1978 provided the
opportunity to act on this interest; the Foundation commissioned six economists to
develop ideas. Two trustees were particularly keen to push this proposal forward;
Robert Roosa, then US Treasury undersecretary and, though not quite to the same
extent, Paul Volcker, at the time head of the Federal Reserve Bank of New York. In a
colloquium that followed in March of the same year, several suggestions were put
forward. Charles Coombs, a veteran of the Federal Reserve Bank of New York proposed
the idea of a new ‘Bellagio Group’. The Bellagio Group had been an informal feature of
the economic landscape primarily in the 1960s. Sponsored by the Ford Foundation, it
brought together public officials and academics who debated the state of the world at
length. Meetings were confidential and were not accompanied by publications.

Another idea was the creation of a group modelled on the Trilateral Commission, which
also linked officials with ‘intellectuals’.39 But in the words of an early group member:
“this was made of three groups of 100 people each, from three industrially developed
parts of the world. A smaller, single group, with people from all over the world, was a
more workable idea”.40

A different proposal was found to be more compelling. Geoffrey Bell, a banker with
Schroders, proposed the creation of a setting that brought together people from the
practical world, public and private sector officials, as well as academics “to make sure
everybody thought in a clear way.”41 This group would thus go a step further than the
Bellagio Group. Bringing in practitioners in the equation was essential in times of such
economic and financial turmoil. It was anticipated that, at least in the early days, some
public officials may feel constrained in airing their private views in front of industry
people, but it was thought that such a configuration was the way forward for clarity in
discussions and ultimately policy. Furthermore, though it was felt important to achieve
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For a comprehensive analysis of the Trilateral Commission, see Gill (1990).

40

Michiya Matsukawa, as reported in MacRae (1990: 2-3).

41

Interview with Geoffrey Bell.
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geographical diversification and assemble a sufficient number of individuals to ensure
meaningful discussions, the key idea was to keep the group to a reasonably small size.

Geoffrey Bell was given the task of assembling such a group. He was initially interested
in getting twenty-nine members (he likes prime numbers).42 He approached numerous
officials and the response was overwhelmingly positive. In fact, some lobbying to
become a member did take place (Koenig, 1982: 418). In the end, a representative
sample was recruited (but twenty-nine became thirty); it included a Federal Reserve
governor, the deputy governor of the Bank of England, the president of the Bundesbank
and representatives from major international financial institutions such as the
International Monetary Fund (IMF), the Bank for International Settlements (BIS), and the
Organisation of Economic Cooperation and Development (OECD). Membership was also
extended to the banking world and academia. A final “stroke of luck”43 came with the
appointment of Johannes Witteveen, retiring from the post of Managing Director of the
IMF, as the Chairman of the organisation. The group came together and announced
itself to the world in the autumn of 1978.

3.2.3 Rules for membership and procedures
Criteria for membership in the group are strict; a recognised reputation, and
occupational and geographical representation. The original idea was to bring to the
group a wide range of representatives, including, for example, someone from Eastern
Europe.44 The group established a tripartite organisation (private and public sector,
academics), which was at that stage fully institutionalised, with an academic panel of
the university economists as a distinct entity. The operation of the group was also
formalised. The G-30 has a Chairman and a Secretary (for some time also a Steering
Committee and a Treasurer - all positions are unpaid). It also has the use of a small
secretariat, an Executive Director who takes care of daily business, oversees logistics but
is increasingly involved in managing the group, and a small staff. Most members are
42

Ibid.

43

Ibid.
This was Janos Fekete, deputy head of the National Bank of Hungary. MacRae reports that Geoffrey Bell
referred to him as “everybody’s favourite communist” (MacRae, 1990: 3).
44
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actively involved in the work of the G-30, not just by attending meetings but also by
delivering speeches, leading discussions, writing papers, participating in study groups
and fundraising. The physical location of the office was initially in New York (with a short
spell in London at the height of the study on clearance and settlements), before moving
to Washington, DC.

The G-30 meets twice a year; in the autumn, following the IMF meeting (meeting
traditionally hosted by the US Federal Reserve), and in the spring (meeting hosted by
another central bank). Meetings are well attended; at least twenty-five members out of
the thirty are usually present. With the exception of academics, everyone pays his own
way.45 These meetings are off-the-record and no press presence is allowed. The agenda
is generally set about two weeks prior to the meeting so as to best reflect the interests
and preoccupations of members, as well as current affairs. There is a formal way of
setting the agenda. The G-30 has a Programme Development Committee, officially in
charge of putting topics forward. This committee, however, never properly materialised,
mainly because its members were unable to commit the necessary time to the project.46
As a result, members can send their ideas to the Executive Secretary who then sets the
final agenda. Meetings last one and a half days. Aside from short overviews on the
group’s work programme, they tend to involve discussions about general issues in global
economic and financial governance, also covering topics that are unlikely to form the
subject of a public report. They include sessions led by an expert and attended by
invited outsiders.

New projects arise from the interests of members. The group discusses potential
undertakings and their feasibility. The outcome is determined by various criteria: the
group needs to agree that it is the best forum for the proposed initiative, and there
must be enough support among members. The most prominent output of the G-30
organisation comes in the form of publications. There are principally three types of
published material. The most important output stems from in-depth reports, prepared
by study groups. These groups combine G-30 members with special experts outside the
45
46

The ‘his’ is deliberate. There have only been two female members of the group, both academics.
Interview with Peter Kenen, founding G-30 member.
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group. They are rigorous exercises of research based on technical expertise and survey
material and have produced some of the high-profile work examined in this
dissertation.47 Members propose subjects according to their individual interests;
decisions are taken on the basis of feasibility and in view of agreement over the need
for a better exploration of the topic. At that stage, the group examines whether actively
involving the private sector is the most effective way of dealing with the topic and
invites experts. There is no formal endorsement of these studies by individual members,
no quotation marks or attributions; the official line is that reports are sponsored from
the group as a whole. There is no requirement that members should approve the study
but the authors are responsible for its distribution to members for comments; no one
has ever voiced serious disagreement or argued that a particular study should not be
published.48 Aside from study group reports, the G-30 also brings out a series of
occasional papers, often pieces of academic work by G-30 members but increasingly
policy papers. Moreover, it has sponsored lectures49 on major financial topics whose
transcripts are also published.50

The publication side of the G-30 was, significantly, a condition of the Rockefeller
Foundation grant. At the beginning, some in the group had been unhappy with this
arrangement, however, Edwin Deagle, the programme officer monitoring the grant, was
adamant that a publications agenda was essential for securing financing. In his words,
the group “would serve ... as a radar system to identify emerging economic issues”
(Koenig, 1982: 418) and would be “put ... to the test of public comment on the papers
that are done” (MacRae, 1990: 5). This, as this chapter explains and the analysis of
subsequent chapters demonstrates, was done with considerable success.

47

The G-30 distinguishes between special reports and reports (the former based on more extensive
survey material and often involving follow-ups). The studies on clearance and settlement in securities
markets and on derivatives are the two reports belonging to the former category. The study on global
institutions and systemic risk is one of several in the latter category.
48

Interview with Peter Kenen.

49

These are the William Taylor memorial lectures; William Taylor was a member of the Federal Reserve
Board.
50

A select bibliography of G-30 publications can be found at the end of the dissertation. For a full and upto-date list of reports and papers published by the G-30, see the organisation’s website,
www.group30.org.
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3.3

Elites Going Public: How the G-30 Put Itself on the Policy Map

The G-30 established itself as a knowledgeable actor in the sphere of economics and
finance from the beginning. The group produced studies that aimed to deal with the
vacuum created by the end of the Bretton Woods regime and the oil shocks. The G-30
concentrated on the G-7 process and initially, placed itself at the centre of the debate
on exchange rates. “Early members pride themselves on being the first to do an
exchange rate study”.51 Indeed, Foreign Exchange Markets Under Floating Rates (The
Exchange markets Participants’ Study Group, 1980) was the first attempt to assess
turnover in foreign exchange markets. The study was picked up by the Federal Reserve
Bank of New York, which started producing similar reports systematically. The G-30 had
started the operation; “we did our job” was Geoffrey Bell’s comment on the subject.52 In
the eyes of the founders of the group, however, something more important had
happened. The group realised its great strength, that is, that “it could persuade
institutions to fill in questionnaires”.53 This highlights the importance of the membership
in the group’s acquisition of governance functions: “actors with power create private
authority and private authority creates power” (Cutler et al., 1999b: 344).

Another early study, The Future of the International Oil Market (Deagle, 1983), focused
on the energy situation. This came at a crucial time, when relations between OPEC and
their consumers were at a very low point. “It was the first high-level exchange of views
without the political pressure of each side having to create and bring home acceptable
solutions” (MacRae, 1990: 7). It worked; the G-30 had “passed a critical test by providing
a hitherto unavailable neutral forum to help resolve an important issue.” Deagle was
unequivocal in his support of the initiative, stating that he thought “it had an
instrumental effect in bringing down oil prices in 1981” (MacRae, 1990: 7). Those
associated with this particular initiative appear very enthusiastic in relating
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Interview with John Walsh.
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Interview with Geoffrey Bell.

53

Ibid.
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developments in oil prices and the role of the G-30. It is beyond the scope of this
dissertation to determine whether they are justified though it can be argued that the G30 offered a setting that combined public and private efforts and allowed for discussion
outside immediate public scrutiny. This sort of environment can be conducive to
breakthrough and compromise. A comparable forum was provided for a discussion of
the debt crisis, which resulted in the publication of Finance for Developing Countries
(Debs et al., 1987). All of these studies focused on cross-border issues when few
institutions systematically dealt with transnational affairs and established a ‘franchise’
of mixing public, private and academic.

The G-30 further enhanced its profile with a calculated use of statements. Under the
chairmanship of Witteveen, the group made a habit of issuing statements on the state
of the economy. Those were difficult to formulate, yet they gave the G-30 a fair amount
of coverage.54 There was a statement on inflation (G-30, 1981: 19-23) and one on
recession and recovery (G-30, 1983: 26-32). The most important statement, however,
focused on the question of exchange rates and boldly recommended that “the United
States, while retaining its basic anti-inflationary stance, should be prepared to
intervene, when necessary, in the exchange market” (G-30, 1982: 27-32). Soon
afterwards, the US agreed to participate in an international effort to assess the impact
of intervention; while no direct connection was ever postulated, it is widely held that at
least two delegations (US and Germany) had been briefed on the statement (Koenig,
1982: 417). The G-30 was firmly established.

3.4

Finding a Long-Term Niche: Organisational Change and Adaptation

In the mid-1980s, the G-30 shifted gears. This was the result of a change in the financial
circumstances of the group, and also, of the arrival of a new chairman, Lord Richardson,
former Governor of the Bank of England. The transition was mostly evident in the
published output of the group.
54

Geoffrey Bell referred to these statements as “a pain”; it was particularly difficult to get everyone to
agree on the wording of statements, and public sector officials were very careful about committing to a
position.
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The question of financing was the first impetus to a change of direction. Three years
after the founding of the G-30, the Rockefeller Foundation decided that the organisation
was strong enough to stand without its support. This came as a surprise to the G-30 and
Bell, G-30 founder and Secretary, convinced the Foundation to spread the reduction
over a few years.55 Nevertheless, in order to survive, the G-30 had to find new financial
backers. From the beginning, the group received minor contributions from central
banks;56 by 1982, grants and gifts also came from the private sector (G-30, 1982: 38). In
1984, the group was officially on its own;57 but contributions from corporations, banks
and central banks were coming in (G-30, 1984: 2, 47).58

How did the G-30 manage to attract substantial financial support from private
institutions? The answer is by doing more ‘practical’ work. The group acknowledged that
in order to secure funds, it had to focus its public output on areas that appealed to
banks and securities firms. Financial institutions were generally keen to contribute
towards studies of interest to their business (Kenen, 2008: 23). As in the case of think
tanks, reliance on “other power holders for funding and organisational support places
limits on what is acceptable or legitimate policy analysis” (Stone, 2001a: 131). This
financial ‘dependence’ is one reason why the public output of the group moved away
from reports on economic and monetary matters towards a more specialised financial
focus, as demonstrated in the studies on clearance and settlement in the securities
markets and over-the-counter derivatives which are explored in this dissertation. As a
result, it is possible to detect fundraising cycles linked to particular study group activities
though it is important to note that these are relatively modest amounts and that many
contributions are in kind.
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Interview with Geoffrey Bell.
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In the early years, the G-30 also received contributions from the Central Bank of Iraq (Group of Thirty,
1981: 28).
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The G-30 was by then officially registered as a non-profit, tax exempt organisation under section
501(c)(3) of the US Internal Revenue Code.
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The group continues to attract sponsorship from a mix of public and private institutions, as well as
private foundations. A full list of contributors is available on the group’s website:
http://www.group30.org/contributors.shtml.
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This particular development coincided with a change at the top. The arrival of
Richardson shifted the intellectual focus of the group in a way that fitted its new
financial circumstances. John Walsh, former Executive Director of the G-30, accepts that
there is a link between leadership and work interest.59 Richardson’s interest was ‘the
plumbing and wiring’ of the system, that is, that particular systemic components should
be up to scratch for financial markets as a whole to function efficiently. It is in this spirit
that he embarked the group on a study on clearance and settlement, by all accounts a
dry yet important topic. Only a few members were actively involved with the highly
specialised study but the response from regulators and institutions was significant. The
study group was formed in the aftermath of the stock market crisis of 1987 and the G-30
found itself at the forefront of a very important and welcome initiative. The subject was
not glamorous, and did not satisfy the academic interest for high policy issues, but it
was topical.60 It also marked a departure from previous efforts, in that it was the first
major undertaking to involve outside experts in a great scale. Dealing with the specifics
of the functioning of the financial system had paid off. Clearance and Settlement
Systems in the World’s Financial Markets (G-30, 1988) became a benchmark study.

This exercise on specifics was continued in the early 1990s by Richardson’s successor,
Paul Volcker, former Chairman of the Board of Governors of the Federal Reserve
System. Under his chairmanship, the group published a major study on derivatives. All
the ‘right’ people from the private sector (technical experts, users and dealers of the
instruments and representatives of the major Wall Street financial institutions)
volunteered time and money and Derivatives: Practices and Principles (Global
Derivatives Study Group, 1993) became another landmark in the G-30’s history. The
group had firmly established itself as an organisation of experts, capable of providing
authoritative proposals on the ‘nuts and bolts’ of the financial system. 61 While the
original motivation for technical work was related to satisfying the needs of private
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Interview with John Walsh.
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Interview with Peter Kenen.
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This is especially true of the published outcome of the group. Peter Kenen argues that official
publications reflect the weight of private sector members; the reports are not entirely representative of
everyone in the G-30 (interview with Peter Kenen).
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actors, the way in which work on the reports actually proceeded, as Chapters 4 and 5 in
particular will demonstrate, was one that involved delegation (clearance and
settlement) and endorsement (derivatives). In an era of technocratic legitimacy, the G30 became a credible actor in the production of policies and regulatory standards. This
esteem also made of the G-30 a prestigious policy forum within which the transnational
policy community could operate with ease. “The key variable seems to be how policy
actors perceive public policies” (Radaelli, 1995: 172); within the G-30, the community
was effectively in agreement in that respect. These developments coincided more
generally towards a tendency to view the ‘nuts and bolts’ as essentially apolitical. Yet
even in the case of clearance and settlement in securities, the technical can become
inherently political (cf. Quaglia, 2009 on EU regulation in the securities markets). Indeed
technical standards as in the case of accounting, are far more neutral in policy terms and
imply assumptions about translation, industrial policy or what constitutes financial
stability (Veron et al., 2006).

In practical terms, this turn towards the specifics of financial activity in the group’s work
programme also served to expand the G-30 community. In contrast to the early years,
these two influential study group reports were produced by teams that included only a
handful of G-30 members, relying instead on invited outside participants (Kenen, 2008).
In this context, the club model served to delineate who has the necessary expertise and
thus, ultimately, authority in these policy domains. This practice persists in ongoing
work; though recent work has included a greater number of members, the group has
instituted an informal two-tier system, whereby the first part of a study involves a large
proportion of members and the second part extends participation to key outside
experts.

It should also be noted that the group’s focus on the transnational as the level in which
connections are forged and where financial rules matter, does not imply a neglect of
national preoccupations. As the case studies of this dissertation show, what is seen to
be important in governance terms is to have global standards that can be formalised at
the national level as required (this is especially the case for clearance and settlement).
This is consistent with work highlighting “convergence within national diversity” (Lütz,
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2004) in the running of financial markets. The case study on over-the-counter
derivatives in turn highlights that for certain regulatory approaches to take hold, key
markets need to be on board and national law makers convinced of the virtue of the
transnational policy community approach (cf. Singer, 2007). And while national
variations persisted in the regulation of global banking (Busch, 2009), the impetus
behind Basel II, as the last case study shows, was to iron those out as much as possible.
Those national variations have remained relevant in subsequent work of the group
(including post-crisis). In this context, what matters is that in this interface between
setting global rules and operating within enduring national regulatory contexts, the
transnational policy community as manifested through the G-30 works very well. Club
model politics determines who is in and which domestic actors are kept outside financial
policy-making.

3.5

What’s In It For the Members? Why Elites Get Together

The chapter has so far established that the nature of the membership was an important
element in placing the G-30 within the transnational policy community. The G-30 needs
its prestigious high profile members in order to attract the attention and financing of
institutions. It also requires their patronage so as to be taken seriously by regulators and
maintain its place in the regulatory arena. But why do members remain interested in the
group?

Let us first determine who these members are. Currently chaired by Jacob Frenkel,
former governor of the Central Bank of Israel and President of Merrill Lynch
International, the group boasts the membership of a wide range of individuals, whose
professional affiliations include the main international organisations, central banks and
private financial institutions. The G-30 also includes a number of leading academic
economists.62 A close examination of the membership shows that in the vast majority of
cases, these are people with very real and demanding positions of authority and that, in
contrast with the early years, few members remain in the group when they retire from
62

A complete list of current members can be found in Appendix 3a.
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active service. It is understood that their time is precious, yet most are committed and
dedicated to the workings of the G-30. How are they kept interested?

The motivations of members of elite policy groups “stretch along a continuum from
pure vanity to strategic planning, passing by the search for the trend in fashionable
topics, the establishment of key contacts, cutting deals, or improving their influence on
some policy process “ (Graz, 2003: 328). Interviews indeed suggest that one of the
group’s key attractions is the social component. Members are keen to be part of a
unique networking environment. Geoffrey Bell calls the G-30 a “fine club” and members
agree that over the years, friendships develop. In fact, there is a certain camaraderie
and, if anything, it has been difficult to rotate people off.63 This informal side of the
group extends to the presence of spouses at the social occasions planned around the
biannual meetings. Importantly, this level of comfort among members has significant
consequences in the day-to-day operation of their job; Bell stresses that members “help
each other” while Andrew Crockett suggested that the group provides invaluable
contacts at the head of private financial institutions. In his former position as the
General Manager of the Bank for International Settlements, Crockett found it very
useful to have access to those important individuals when he wished to organise
meetings or needed first-hand information. He also acknowledged “Masonic”
characteristics to the organisation, explaining that “members look out for each other’s
interest”.64 This view was echoed by a long-term member Tommaso Padoa-Schioppa,
who spoke of “spill-over effects” of membership that help shape thinking over time;
acknowledging that this influence would be hard to trace, he pointed out that the
meetings, for example “offer more than the sum of what is discussed”.65

Members have also expressed the view that G-30 meetings allow them to be kept up-todate with the debates. Many of them are trained economists and enjoy the interchange
of ideas. Peter Kenen admits to learning a lot, as well as enhancing his understanding of
63

Geoffrey Bell, John Heimann and Peter Kenen made this point. Andrew Crockett, on the other hand,
chose to emphasise the advantages of continuity. Interviews with Geoffrey Bell, Peter Kenen and longterm members John Heimann and Andrew Crockett.
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Interview with John Heimann.
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Interview with Tomasso Padoa-Schioppa.
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private and public sector perspectives on the issues.66 John Heimann also pointed to the
possibility of satisfying one’s curiosity about a range of topics beyond the confines of
one’s professional responsibilities. In particular, he explained that when working for the
private sector, the G-30 provided a forum where he could still think as a policy-maker.
The G-30 offers a location where thinking about banking and supervision becomes more
abstract; John Heimann referred to the group as his policy “methadone”.67 Finally, it is
important to remember that these benefits do not ‘cost’ much, in time or financial
terms.

The regular interaction with the movers and shakers in finance is also an important draw
for members. Going beyond the advantages of a personal relationship, members have
identified that the relaxed environment in which meetings take place allows people to
speak their mind freely. This offers insights into how they think. One prominent example
is the presence of former member Alan Greenspan, who as Chairman of the Federal
Reserve, was a regular guest speaker in meetings. Members appreciated his openness in
the confidential setting and in turn, got to know a little more about the man and his
ways.68 In this respect, the G-30 setting provides an opportunity to assess what the
position(s) of the transnational policy community are with regards to the important
economic and financial issues of the moment and forge understandings on matters
outside formal G-30 reports; “elite clubs do indeed provide informal platforms for
networking and delicate economic and political negotiations” (Graz, 2003: 337). In this
context, unless it is promoting a report, the G-30 is not interested in attracting much
attention; the confidentiality and even obscurity of the meetings and seminars are part
of the appeal for the members. The club model reinforces this as the confidential
environment allows different perspectives to co-exist and professional competitions
among individuals and their affiliated institutions to be set aside; this leads to
congeniality within and coherence beyond the confines of the club.
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Interview with Peter Kenen.
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Interview with John Heimann.

68

Ibid.
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The coherence observed among the transnational policy community has been well
documented, including among practitioners. Ahamed (2009) spoke of an “exclusive
club” of central bankers and Treasury officials that was forged in the aftermath of the
Great Depression. Davies and Green note that this especially the case among the central
banking community, where there is “a distinct sense of a central bankers’ club, bound
together by a common psyche that seems to transcend differences in history, functions,
degrees of independence, size, or importance” (Davies and Green, 2010: 270). But this
dissertation shows that this degree of closeness is not bound to a professional role
alone. ‘Revolving doors’, technical expertise demands, intellectual affinity all have
contributed to a more mixed transnational policy community that has adopted the
exclusivity of the club model.

3.6

The G-30 Club Model: Who Is (and Who Isn’t) a Financial Elite?

The above overview suggests that the G-30 has taken its place in the arena of
international financial regulation and that it has managed to sustain interest in its
activities and a high calibre membership. This section examines the organisation as it
stands today and compares it to the original (formal) concept. It finds continuity with
regards to the expertise assembled under the auspices of the group, but also notes both
the implicit high entry rules to the club and the de facto and targeted evolution of the
range of actors involved in the making of policy.

The initial idea of bringing together a knowledgeable group of people who could
meaningfully discuss economic and financial topics is more relevant than ever. The
group has used its privileged position in the knowledge spectrum to produce studies
that have offered something new and informative – the case studies in this dissertation
can certainly be seen in this light. Moreover, ever since the time of Witteveen’s
statements, the group has based its public views and proposals on comprehensive
research and survey material, avoiding pronouncements that are not backed-up by
specific recommendations. Indeed, the G-30 no longer comments on the ‘state of the
world’ with one voice. It is understood that, either a topic is too divisive and any opinion
should be based on research (hence the role of the study groups), or else members’
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common beliefs are evident and there is no reason to reiterate them. The group is
weary of leaving the impression that they think of themselves as ‘influential’ or
‘powerful’ but strive hard to maintain relevance in an increasingly crowded ‘market’ for
ideas and study group proposals. As such, after a relatively quiet period in much of the
2000s, where the group remained operational but somewhat less publicly visible in
terms of reports, it is the uniqueness of the setting and the gravitas of the members
involved that made G-30 studies related to the post-financial crisis environment
significant contributions to the reform debates.69

From the outset, the group thrived on attracting prestigious individuals as members.
This point is best illustrated by taking a closer look at the education and professional
lives of G-30 members. Appendices 3a and 3b show that members have forged
distinguished careers in the area of finance in influential roles. The concentration of
such a ‘power elite’ is not to be underestimated; these may not be the ‘rocket scientists’
developing risk management models, but they know finance, have vast experience and
access to focused technical expertise when required.

In other respects, the membership of the group is less representative than originally
anticipated. In the first place, the idea of a truly tripartite group was soon abandoned.
Academics found themselves outside the real debates and felt very much like ‘secondrate members’70, their papers seldom read by other participants. The academic panel
was dropped and the professors in the group joined in the general discussions. They
have not had a definite mark on the group, especially since the shift towards more
specialised analyses covered in this dissertation. But the interviews suggest that they
consider the group as a network of peers thanks to the presence of several fellow
Economics PhDs.

69

The role (and multiple memberships) of Chairman of the Board of Trustees Paul Volcker is important in
this regard. Volcker has been an important voice in the post-crisis reform process and his association with
the G-30’s reform agenda contributions gave the group additional exposure at a time when the ‘Volcker
rule’ limiting risky behaviour within banks, was being discussed.
70
Interview with Peter Kenen.
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Another variation on the original theme is that, for most of its history, the G-30
membership was predominantly North American and European. Geographical
diversification was strongest in the early days, and has improved again in recent years,
in line with the expansion of membership of more formal fora such as the Basel
Committee and the Financial Stability Board. Members suggested that one of the
reasons for this under-representation for much of the period is that ‘regional’ members
tend to be strong in their own field but often showed little interest in other topics.
Nevertheless, the geographical spread arguably does not aim to actually cover the
entire globe; perhaps unsurprisingly, there are no members from Africa.

Another issue, identified by Geoffrey Bell, is that very few non-financial executives and
businessmen have been members of the group. He explains this omission by pointing
out that with few exceptions, the group could not find interested and available
corporate and ‘real economy’ practitioners. The latter are concerned with “running
businesses” and are not inclined to spend time talking about the state of the economy in
general terms.71 The G-30 has also failed in recruiting female members – there have
been only two women members (and no current full member). While it is the case that
women represent a relatively small fraction of the transnational policy community, the
severe under-representation suggests that the group has not been looking for female
members hard enough.72

Students of ‘power elites’ and ‘transnational class’ will point out that any elite group
would have ‘incestuous’ tendencies, and that members can be expected to lobby for
membership for friends, colleagues and even former students or protégés; indeed, the
social element of the group may encourage lax selection criteria. Yet the group appears
to reflect the transnational policy community fairly accurately: it is a “largely Englishspeaking” “community of the North” (Braithwaite and Drahos, 2000: 123). Moreover, US
and European financial institutions (and to a lesser extent, Japanese) have been are at
71

Interview with Geoffrey Bell.
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Among the members interviewed, only Peter Kenen showed concern on this matter. However, the G-30
Secretariat is working on improving participation in invited meetings (but has no influence over
membership) (interview with Stuart Mackintosh, Executive Director of the G-30).
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the forefront of developments in global financial activity. In addition, a forum bringing
together people from the public and private sector is an environment that is more
comfortable for regulators with a certain kind of training and less rigid career path, one
that is seldom found outside Europe and the Americas.73 Members from the United
States and the United Kingdom, in particular, operate in environments where selfregulatory practices have been more established and better accepted, and the public
sector has shown a keen interest in a dialogue with private practitioners.74 Finally, there
are indeed few women in senior prominent banking positions;75 the G-30 can argue that
it mirrors the institutions in the public and private sectors. Some of the geographical
representation discrepancies are more difficult to dismiss, especially regarding members
from Asian countries for much of the group’s period of activities. It is expected,
however, that the recent geographical widening of the membership would have an
effect on the group’s work programme, with the study on macroprudential regulation
cited as an example.76

There is another sense in which the group’s initial structure has been challenged.
Indeed, another look at Appendix 3a indicates that the public/private distinction in the
membership has become rather superfluous. The vast majority of members have
worked in the public and private sector; this situation of revolving doors among
practitioners blurs the public/private divide and makes members of the transnational
policy community more likely to operate in a pre-political manner, i.e. have a set of
standards and principles guiding their views on appropriate financial governance that is
not defined by affiliation identities and prescribed understandings of public good and
private interest. In this sense, G-30 membership reflects a much broader trend within
73

It should be noted that traditionally, members from Latin America have undertaken graduate studies in
the United States and are, perhaps, more readily part of the transnational policy community and open to
the policy content put forward. One such example is Domingo Cavallo, former minister of finance of
Argentina. His economic policies over the 1990s were widely criticised in his home country in the
aftermath of the collapse of the economy, and a spell in prison, on unrelated matters, was a welcome
event to many of his countrymen (Economist, 2002). For a comprehensive account of the training of Latin
American financial officials and how it affects their openness to neoliberal ideas and policy content, see
Chwieroth (2010).
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Interview with Emmanuelle Sebton.
75

Davies and Green note that in 2008, from approximately 160 Central Bank governors, only ten were
women (Davies and Green, 2010: 275-6).
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Interview with Stuart Mackintosh.
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the transnational policy community, a group of individuals whose paths cross regularly
and whose multiple associations inform their policy goals.77 This further affects the
community’s understanding of who makes up its ‘constituency’: this, according to
Andrew Crockett, is the essence of the success of the group; the G-30 is comprised by a
“group of people who are addressing themselves”.

78

This transnational policy

community configuration not only leads to familiarity and blurred interests but also
shows that there is no explicit or designed impetus for the private sector to overwhelm
the public good. The point, one can establish when examining the activities of members,
is that regardless of where they sit in the public –private continuum, financial elites ‘do’
policy.

It is important to note that there is a sense of a “quasi-public mission” about the
group.79 This feeling of public responsibility fits well with their image as “the grand old
men of finance”.80 It can also be related to what one commentator called “an oldfashioned sense of noblesse oblige, the obligation of honourable, generous, and
responsible behaviour associated with high political, financial or intellectual rank”
(MacRae, 1990: 1). Interviews undertaken for this dissertation suggest that this is an
accurate assessment of the intentions of G-30 members. A club model as provided by
the G-30 is a means through which elites can move beyond their specific economic
concerns and take up these pursuits. This is compatible with Pauly’s (1997) observation
that “learning inside epistemic communities requires teachers and agenda setters”. The
G-30 does precisely that. This ‘wise men’ status also explains why members are sensitive
to criticism of the group, and especially to being seen as a vehicle for private sector
ideas. In fact, members might not be concerned about courting publicity for the group
but should the G-30 be mentioned in the press, this would have to be in a “flattering
light”.81
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See Appendix 3d for an example of multiple associations and connections in the transnational policy
community of some key G-30 members.
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Interview with Andrew Crockett.
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Interview with John Walsh, former Executive Director of the G-30.
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Interview with Barbara Matthews.
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Interview with John Walsh.
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The public/private distinction becomes even more vague when one considers that most
members of the group are rather ‘conventional’ in their thinking, that is, they have
generally followed a dominant policy paradigm, defining policy debates in the often
narrow terms allowed by the principles of neoliberal economics and being less open to
the inclusion of alternatives (though, predictably, nuanced differences among members
have become more prominent in the aftermath of the financial crisis). An early observer
remarked that there was respect among the group for the post-Bretton Woods system
and an “impulse to leave well enough alone” (Koenig, 1982: 420). This has led one
commentator to label them an “anti-private group”; Charles Calomiris, Professor at
Columbia University, is adamant that the group is a vehicle for those who are opposed
to the decentralisation of regulation. Indeed, he argues that groups such as the G-30 are
vehicles for central bankers and finance ministers to retain power.82

Finally, as indicated by the analysis in this chapter, the G-30 moved away from initial
ambitious plans covering the entire economic and financial system. Instead, it found its
niche in the specifics of regulation, those areas that could be presented as highly
technical and arguably apolitical. Members believe that the G-30 is better at the micro
than the macro83 and are also comfortable with the group’s position as a springboard
for further private initiatives.

3.7

Conclusions

This chapter provided an examination of the G-30, the organisation. It explored the
origins of the group, its development, and internal dynamics. It showcased the group as
a transnational policy community favouring certain types of regulatory and supervisory
arrangements. It also focused on the G-30 membership, a meeting of elites and a club
model based on expertise and professional prestige. In this context, while in the
aftermath of the financial crisis, there was initial expectation of more adversarial
82

Interview with Professor Charles Calomiris. Calomiris was also Director of the American Enterprise
Institute (AEI) project on financial deregulation at the time of the interview and remains associated with
the institute. The AEI is closely associated with the policy proposals that aim at the reduction of state
intervention. Calomiris has also served on several committees and programmes on banking issues.
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Interview with Sir David Walker.
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relations among the regulators and the regulated, the club model explains why the
collaborative process itself is not threatened. The content of policy may generate more
discussion but the cosiness of the transnational policy community can remain intact as
the club model ultimately determines who is in and who is out and small changes in the
makeup of the community can relieve the stresses to its credibility post-crisis.

Focusing on the status of the membership alone is not enough and may privilege what is
uniform and shared among the transnational policy community over intellectual
differences (however nuanced these may be) and indeed, professional competition,
including in an individual capacity. The club model overcomes these shortcomings by
offering a clearer inside/outside perspective. This dissertation will now turn the
attention to this outside. Indeed, an exclusive focus on the ‘power elites’ risks ignoring
what transnational policy communities actually do.84 The dissertation proceeds with an
analysis of what the group does based on its public output; specifically, it traces the
influence of its regulatory policy documents in the field of clearance and settlement in
securities markets, best practice standards for over-the-counter derivatives, and global
banking regulation and supervision.
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For a similar argument on the work of think tanks, see Medvetz (2008).
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Chapter 4
The ‘Nuts and Bolts’ of Financial Governance: Securities Clearance and
Settlement

4

Introduction

How do clubs acquire policy-making functions? Having established the key features of
the Group of Thirty (G-30) and its membership and discussed soft influence based on
the club model, this chapter turns to the public output of the group and the first of
several more concrete cases of a rule-making and thus governance role for the G-30.
This chapter looks in particular at the impact of the G-30 report on clearance and
settlement in securities markets. Traditional explanations of private or non-state
authority often rely on a particular understanding of delegation of said authority by a
formal actor. In those explanations (notably Pauly, 2002, Abdelal, 2007), the delegated
authority is not lost but can be retrieved by the formal actor. The story of the G-30,
starting with the study on clearance and settlement, shows how that might not be the
case. It also highlights the inherently political character of a seemingly technical topic
(see also Quaglia, 2008) and the long terms consequences for the politics of financial
governance of such a shift.

Indeed, by the late 1980s, the G-30 had built a reputation as a prestigious forum for the
discussion of economic and financial policy and as the initiator of timely studies covering
topics of relevance to ongoing developments in the world economy. As the previous
chapter elaborated, however, up until that point the group’s role was one of
intervention in the public debate and would not qualify as decisive in policy-making
terms. The growing importance of financial market activity and events such as the 1987
crash, coupled with the combined factors of a shift in the funding strategy of the group
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and the arrival of Lord Richardson at the helm of the organisation,85 changed the
direction of the group. Emboldened by increased interest among the policy making
community for a dialogue with the private sector, and by urgent technical expertise
requirements, the G-30 started addressing the specifics of financial policy. In the
aftermath of the stock market crash of October 1987, the G-30 found itself at the centre
of a policy effort to improve efficiency and iron out technical difficulties that increased
risk in the system. The crisis highlighted the shortcomings of clearance and settlement
systems and a ‘new’ type of financial policy community collectively embarked upon their
reform. Identifying the need to harmonise standards across national securities markets,
actors from the public and private sector sought to produce global guidelines, to be
monitored by the International Organisation of Securities Organisations (IOSCO). In
order to ensure that questions of effectiveness and feasibility were adequately
addressed, officials decided to outsource some of this production to practitioners and
experts.

In these relatively early days of delegation of authority functions, the G-30 saw the
potential for a ‘niche’ role for itself in the technical topic of clearance and settlement.
The group, urged by the policy community, provided a forum for public and private
officials to come together in what was a relatively safe and seemingly impartial setting.
Public officials and practitioners met, discussed and agreed, on-the-record, on policy
proposals in a neutral ground. The exercise brought together the private sector and
representatives of self-regulatory securities organisations and was international in
character, with participating experts from a wide variety of countries.

The G-30 project was ambitious and work was organised and conducted by the Steering
and Working Committees of the Securities Clearance and Settlement Study. Preparation
of the report involved discussions of highly specialised technical detail and demanded
the setting up and coordination of sub-groups in many of the countries covered by the
initiative. The G-30 effort was methodical and comprehensive, comprising the
85

Lord Richardson was a Life Peer and a former Governor of the Bank of England. He served as G-30
Chairman and was an Honorary Chairman until his death. For additional analysis of the G-30’s shift in the
late 1980s, see Chapter 3.
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publication of a first study in 1989, the sponsoring of an international conference in
1990, and follow-up reports focusing on several countries in 1990 and 1992. The group
worked to a tight timetable due to the perceived urgency of the issue and in order to
fulfil its role and provide recommendations that were to fit within a wider context of
reform of securities markets.

The G-30 effort and proposals were not controversial, nor were they independent of
other work in the field. There was agreement in financial policy circles and among
practitioners that some reform of clearance and settlement practices was essential for
the stability and efficiency of the system. The aim was to produce and implement
measures that would assure the smooth operation of the system and minimise the risk
and cost to participants; for that, practitioners had to be on board. Much of the
emphasis was placed on improvements in national systems but it was understood that
proposals would also form the basis for more effective cross-border clearance and
settlement in due course. The G-30’s work developed alongside work by another private
sector organisation, the International Federation of Stock Exchanges (Fédération
Internationale des Bourses de Valeurs – FIBV), and by the more public IOSCO.

The chapter first identifies the main policy issues related to clearance and settlement
and proceeds with a comprehensive overview of the G-30 contribution, including the
recommendations, follow-up work and patterns of implementation of the proposals in
different countries. The chapter continues with an analysis of the reception and impact
of the G-30 report, which became a benchmark for public and private sector officials,
within national systems and also at the international level; furthermore, it assesses the
influence of the G-30 study on further initiatives and thinking on clearance and
settlement. The empirical argument of this chapter is that the G-30 was instrumental in
the reform of clearance and settlement systems. The group assumed policy-making
functions and came out of the project with its authority legitimised and reinforced. The
G-30 became a focal point for an emerging transnational policy community of public and
private actors interested in shaping and harmonising practices and principles in
increasingly global financial markets. It did so by becoming integrated in the policy
efforts, providing expertise and coordination, and offering a safe and exclusive setting at
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an appropriate level of governance, at the interface of the national and the
transnational. More broadly, the chapter shows the beginning of a normalisation
process for private sector involvement in policy making. Specifically, the case study
explains how delegation of authority to a non-formal actor on a particular issue-area can
help legitimise its presence and longer-term role. It thus becomes a de facto location for
the transnational policy community.

The chapter shows that organisations such as the G-30, unlike industry associations,
have an ad-hoc, issue-based involvement in global financial policy, and can consolidate
their policy role by establishing their reputation on technical matters. They can thus
carve a niche in global financial governance. In this instance, the core membership of
the group was only minimally involved in the report itself yet lent prestige to the
exercise and galvanised the transnational policy community accordingly. The club model
here is significant as it determined, beyond the confines of the group, which experts
were to be called upon to assist in the production of recommendations; the technical
know-how does not have to be in the club; but the club is the authority and determines
which expertise is important.

4.1

Defining the Policy Issues: Clearance and Settlement in the Securities Markets

Clearance and settlement systems are an integral part of securities transactions.
Clearance is “the process of determining accountability for the exchange of money and
securities between counterparties to a trade; clearance creates statements of obligation
for securities and/or funds due”. Settlement is “the completion of a transaction,
wherein securities and corresponding funds are delivered and credited to the
appropriate accounts” (G-30, 1989: 80, 86).

Problems with clearance and settlement were first identified in a global context in June
1974 with the collapse of the Herstatt bank. As the German bank failed, the lack of
explicit clarification of lender-of-last-resort responsibilities led the Bundesbank not to
repay the banks international creditors right away, causing significant problems to the
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US bank clearing system.86 The stock market crash of 1987, however, went further in
highlighting some of the inefficiencies of clearance and settlement systems and
emphasised the need for urgent improvements. The stock market crash followed high
volumes of trading in the bull market of the 1980s. On Black Monday, 19 October 1987,
the stock market saw the largest ever one day fall, with 22.66 per cent off the value of
stocks during the first hour of trading. Overall, the day saw a 25 per cent drop in the
Dow Jones index. The sharp decline in the prices of securities and the very high volume
of trading were aggravated by problems in clearance and settlement systems. 87 Market
confidence was shaken and regulators were called to address the weaknesses of the
system. IOSCO was reinforced (Helleiner, 1994: 183, 186) and US policy-makers set up a
presidential task force. The accepted wisdom is that the crash of 1987 served to identify
the key risks in securities markets in a way that was clearer to policy makers and
practitioners alike.88

Attention to clearance and settlement systems was further heightened by events that
took place just as the recommendations of the G-30 study were becoming more widely
known. In 1990, Drexel Burnham Lambert (DBL), a Wall Street firm that made its name
by dealing in ‘junk bond’ securities, folded and its star trader, Michael Milken, was
indicted for insider trading. In February of that year, the failures of DBL caused severe
liquidity problems to its London subsidiary, Drexel Burnham Lambert Trading (DBLT),
which led the Bank of England to intervene. The problems of DBL meant that its
counterparties were reluctant to sustain intratrade exposures in settlement of foreign
exchange deals. At the same time, DBLT was reluctant to pay the amounts it owed on
maturing deals, because of worries that counterparties might not pay the other
currency in the deal and instead set off the receipts from DBLT against the amounts due
86

For additional information on the collapse of the Herstatt bank, see Lepetit (1982).

87

For more information of the stock market crash of 1987, see Stern and Sloan (1987).
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There are primarily three important types of risk associated with clearance and settlement. The first is
counterparty risk, that is the “risk associated with the credit quality of the counterparty. Without
simultaneous settlement of cash against securities, there is a major risk when one party gives up assets to
the other first”. The second type is market risk, that is the “risk associated with the change in market price
of a security. In the context of settlement, this risk can arise where the price of the security rises after
trade execution but before settlement”. The third type is settlement risk, which is “associated with the
failure or reversal of a transaction because either securities or funds subsequently become unavailable
before final settlement” (FIBV, 1989, Annex E: 1).
103

to them by another company in the DBL group. DBLT, however, was solvent, and the
Bank of England decided to put in a settlement facility.89

The combination of a system-wide threat and the separate problems arising from the
failure of a single financial institution both drew attention to clearance and settlement
as central to the reliable operation of the system. A list of possible improvements was
soon produced and included: dematerialisation, or the reduction of paper flows which
should increase the “operational efficiency of the securities industry”; a fall in the cost
of clearance and settlement; and the shift of counterparty risk to central clearance and
settlement agencies “so that the effects of any individual failure can be dispersed”, thus
lessening the potential of systemic risk. But tensions were also recognised, relating
primarily to the scale and distribution of the cost of these reforms (G-30, 1990a: 61).

Action took place on several fronts. In the first place, IOSCO was strengthened. Created
in 1974 as an inter-American organisation to help develop Latin American securities
markets, IOSCO became a global organisation in 1984 and its Technical Committee was
established in 1987. It is comprised of securities commissions and self-regulatory
organisations. It is an official organisation, however, “IOSCO, as a club of regulators
forming a sort of policy community with extremely close ties to the industry they
purport to supervise, considers itself a non-governmental international organisation”
(Underhill, 1995: 260-261). The establishment of IOSCO came about as part of an effort
to boost official coordination though achieving agreement often proved difficult.
Specific tasks were delegated, so that the policy community addressing securities
markets came to resemble a hybrid regime of actors including IOSCO, the G-30, FIBV (a
private organisation), the International Securities Services Association (ISSA), as well as
private practitioners and national regulatory authorities. It is in this context that the
issue of clearance and settlement was taken on by the G-30.90

The role of the G-30, mandated by IOSCO, was to specifically deal with the issue of
clearance and settlement by producing standards and overseeing implementation over
89

For more information on the demise of DBL, see Newsweek (1990).
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For more background on IOSCO, see Dale, 1996, Underhill, 1995 and 1997, and Porter, 1993 and 2003.
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an initial period. This act of delegation and the involvement of private practitioners in
the making of standards were not in themselves particularly new or controversial in this
issue area. As Coleman observed, the self-governing tradition in the securities markets
has proved “amazingly robust” and arrangements “not only have…survived the great
stock market crashes of the twentieth century but after renewed scrutiny and some
reform they also appear to be the chosen mode of governance for financial markets
during the 1990s.” These arrangements amount to a self-regulatory model that relies
both on market mechanisms and formal arrangements, a system of “negotiated selfregulation” (Coleman, 1994: 244, 250). As subsequent analysis shows, the G-30 became
a crucial player in this system; it influenced the debate on policy options and proceeded
to put forward standards that provided the benchmark for clearance and settlement in
the securities industry, as well as eventually monitoring implementation.

4.2

The ‘Nuts and Bolts’ of the System: An Overview of the G-30 Study

4.2.1 The G-30 study: key issues in clearance and settlement
The G-30 was the principal organisation to provide a forum for public and private sector
officials to come together, discuss and decide future practices regarding clearance and
settlement. Its position as a hybrid group providing a setting for experts to deliberate in
a confidential environment, and the backing of the heavyweight membership provided
an ideal meeting place that allowed participants (officials and practitioners) to embark
on a project confident that a reasonable compromise could be reached that would be
acceptable to all. The project was put in motion at a conference in London in 1988; in
March 1989, the G-30 published its findings in Clearance and Settlement in the World’s
Securities Markets (G-30, 1989).

The study emphasised the need for basic regulatory principles, especially in light of
increased involvement of non-professional investors in the securities markets. But the
focus was placed especially on harmonisation and compatibility of standards across
national markets; practices around the world remained disparate, were often
“outdated” and in any case, of “uneven quality” (G-30, 1989: iii). A single, supranational
clearing and settlement agency was not deemed practical, however, nor was it
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considered a beneficial goal, as the experts were keen to maintain some competition
which would encourage best practice and improvements.

The G-30 put forward nine recommendations-responses to the need for reduction of
risk in the system. These were not controversial among the transnational policy
community: “they [had] been tried and tested in the marketplace” (G-30, 1989: iii). The
G-30 relied on “close liaison, through interlocking members” with two other
organisations, ISSA and the Clearance and Settlements Sub-Committee of FIBV (G-30,
1989: 2). The work was organised and conducted by a Steering Committee and a
Working Committee. The Steering Committee was chaired by John Reed, then Chairman
of Citicorp and included Dennis Weatherstone, at the time President of J.P. Morgan and
a regular presence in G-30 work. The committee included twelve members, eleven
private sector executives and one representative of a stock exchange. The Working
Committee also included David Holland, then Executive Director of the G-30 who was
joined by fourteen other participants, eight from the private sector and six from stock
exchanges and clearing corporations. The G-30 report advocated a tight timetable,
urging the implementation of proposals by 1990 or 1992.

The nine G-30 recommendations undertook to shape a clearance and settlement system
with less risk and more efficiency. The first recommendation (R 1) stated that “by 1990,
all comparisons of trades between direct market participants (i.e., brokers,
broker/dealers and other exchange members) should be accomplished by T+1” (G-30,
1989:3).

This

would

reduce

the

risk

associated

with

outstanding trades.

Recommendation 2 (R2) also indicated that “indirect market participants (such as
institutional investors, or any trading counterparties which are not broker/dealers)
should, by 1992, be members of a trade comparison system which achieves positive
affirmation of trade details” (G-30, 1989: 5). Recommendation 3 (R3) proposed that
countries should have a central securities depository (CSD) by 1992, ensuring an
efficient and low-risk transaction settlement (G-30, 1989: 7). Recommendation 4 (R4)
advised the creation of a netting system91 where appropriate, especially in high volume
91

Netting is a “process whereby securities transactions are pooled and buys and sells are offset with each
other, resulting in one final long or short position for each participant” (G-30, 1989: 84).
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markets, and by 1992 (G-30, 1989: 9). Recommendation 5 (R5) urged that delivery
versus payment (DVP) should be introduced for settling all transactions by 1992 (G-30,
1989: 11). This would eliminate risks of price change and failure to perform according to
contract. Recommendation 6 (R6) proposed the adoption of a “same day” funds
convention and an electronic cash clearing system (G-30, 1989: 13) and 7 (R7)
advocated that “a ‘rolling settlement’92 system should be adopted by all markets. Final
settlement would occur on T+3 by 1992. As an interim target, final settlement would
occur on T+5 by 1990 at the latest, save only when it hinders the achievement of T+3 by
1992.” “Global trade settlement ultimately should be standardised across markets, and
within markets across instruments” (G-30, 1989: 14). Recommendation 8 (R8)
maintained that by 1990, “securities lending and borrowing should be encouraged as a
method of expediting the settlement of securities transactions” (G-30, 1989: 16). Finally,
recommendation 9 (R9) pushed for the adoption by 1992 of ISIN, a coding system for
securities developed by the International Organisation for Standardisation (G-30, 1989:
18).

4.2.2 Making policy: the G-30 follow-up effort
The main objective of the G-30 initiative was to promote efficient and cost-effective
systems of clearance and settlement. The important factors in addressing securities
systems were to keep the markets operational, to protect investors and also to
safeguard the interests of the securities industry. The G-30 recommendations were
compatible with these goals. But they were also highly technical and dealt with issues
and practices in the industry that were highly specialised. The group, for much of the
duration of the exercise kept two offices (in New York and London) in order to better
coordinate the effort. The G-30 initiative was treated seriously by the policy community
and thus sparked off a series of follow-up activities, including conferences and status
reports prepared by national delegates and most importantly, the creation of special
working groups in many of the countries involved in the exercise.

92

Rolling settlement refers to a “continuous settlement schedule, so that all trades settle within the same
time frame – whether it be three days, five days, or any specific number of days after trade date,
settlements occur on all business days” (G-30, 1989: 86).
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In February 1990, practitioners met again in London to review the progress of G-30
recommendations. The conference was timed to coincide with the release of the first
series of status reports (G-30, 1990b) and together, the speeches and documentation
provide clear indication of the impact of the work of the G-30 on national system
reform. A key feature of the review process was the positive assessment of participants
of the unique set-up of expert meeting offered by the group, as well as the hybrid
public/private character of the G-30 exercise. John Reed stated that the 1988 meeting
was, in his own experience, “the first to bring together on a global basis people with
hands-on, day-to-day understanding of what is required to make clearing and
settlement systems function.” But by the time of the 1990 conference, these were
joined by “regulators representing the official sector from virtually all of the world’s
major countries.” He concluded that the 1990 meeting was unusual “because it
[brought] together both private and public sector people”. (G-30, 1990a: 5). Similarly,
Masahiro Dozen, President of Daiwa Securities and a representative of Japan, talked of
the cross-section of experts that were brought together under the aegis of the national
study group and affirmed that as far as he knew, “the formation of a joint team made up
of such specialists is an extremely unusual and valuable development” (G-30, 1990a:
23). This demonstrates the unique nature of the G-30 setting and is also a reminder of
the innovative character of the G-30 initiative in the late 1980s and early 1990s. The
group’s work on clearance and settlement in the securities markets legitimised the use
of experts and assisted the development of closer ties between the public and private
sectors, having provided a forum where both sides could come to an official agreement.

The information provided by conference speakers and by the 1990 surveys of practice
specifies that in some countries, the G-30 study led to the creation of special groups.
These monitored the dissemination of information among practitioners, investigated
the applicability of the recommendations in their national systems, reviewed
procedures, and put forward proposals for the timely implementation of the
appropriate recommendations. In the United States, a steering group was established
which assured a wide audience for the G-30 report. A working group was also formed
and met over forty times, dealing specifically with two recommendations. The group
also formed the basis for consultation with private sector associations (G-30, 1990a: 9).
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Steering and working committees also took shape in Canada, bringing together senior
practitioners and aiming to “study the recommendations and develop an aggressive
implementation programme” (G-30, 1990a: 18-19). A policy committee (the G15) was
founded in the United Kingdom (G-30, 1990a: 36) and a G-30 recommendation study
group was created in Japan, and met seven times to review the system (G-30, 1990a:
23). In Hong Kong, the G-30 study coincided with the formation of the Hong Kong
Securities Clearing Company, which studied the recommendations (G-30, 1990a: 33). By
contrast, France and Germany sent representatives to the conference and produced
status reports but did not form study groups specific to the G-30 recommendations.93

The status reports, further supported by the conference presentations clearly indicate
that substantial progress was made towards the implementation of the G-30
recommendations. A review of the numerous country status reports of 1990 shows that
in most cases, the majority of the recommendations were found to be applicable and
implemented or in the process of being so.94 More specifically, recommendations 1, 5
and 8 were the least contentious and were found to be either in place or adopted by
participating countries as a result of the G-30 report. A study of R3 (central depository
systems) showed compliance but in the form of various different systems, implying a
fairly customised interpretation of the recommendation according to national
preferences. Similarly, the question of netting (R4), an optional recommendation, was
addressed in diverse ways across countries. R6 (same day funds) presented difficulties
but was seen as desirable. By contrast, R2 was often found not to be applicable in the
individual systems, nor prioritised and seen as costly by market participants. R9, a
recommendation on the acceptance of standard ISIN securities numbers, was estimated
to be feasible and potentially easy to implement; nevertheless, ISIN numbers were only
partially used in some systems. The absence of wider utilisation can be explained as no
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A special group to deal with the G-30 recommendations was also created in Australia. In Switzerland,
similar work was undertaken through existing arrangements. The following countries sent status reports
but, as in the cases of France and Germany, did not form special working groups: Austria, Denmark, Italy,
Netherlands, New Zealand, Norway, Spain and Sweden.
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For a comprehensive overview of the status of implementation of the G-30 recommendations, see
Appendix 4a. The appendix contains tables indicating the progress of implementation in 1990, 1992 and
1997 for selected countries.
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large national securities system took the lead in adopting the standard and the value of
ISIN was only limited when incompletely applied.

It is, however, R7, recommending rolling settlement on T+5 in 1990 and T+3 by 1992,
that emerged as the principal subject of the G-30 report. It was a difficult
recommendation because it went to the heart of the paper versus electronic transfers
debate, and exposed problems of trading in different time zones and geographic
locations, especially as investors became increasingly international. R7 also required a
major overhaul of computer systems. Some countries already had the recommended
system in place (Japan and Switzerland). Others had even shorter settlement periods
(Germany and Hong Kong, which moved from T+1 to T+2). Finally, several large systems
maintained T+5 and T+3 as targets (France, Canada, United States and United Kingdom).
At the time of the status reports, this target appeared closer for some than for others,
exposing the UK system in particular as archaic.95

The next round of status reports published by the G-30 came in 1992. The response by
that stage was even more substantial, with thirty-four countries and two clearing
agencies sending in reports. Significantly, most regions were now involved in this
exercise. In Asia, Japan and Hong Kong were joined by Singapore, Korea, Malaysia,
Taiwan and Thailand. Participation also widened among emerging markets, including
Brazil, Chile and Mexico from Latin America; Poland, Hungary, Greece, Turkey and Israel
from Europe and the Middle East; as well as South Africa. The overall assessment is one
where recommendations have in general been adopted and where the move toward a
more efficient clearance and settlement system is being finalised. An overview of
specific proposals leads to conclusions similar to those reached after review of the 1990
status reports. The core countries involved in the exercise had implemented most of the
proposals, thanks to the active involvement of the relevant practitioners. The same
reservations remained with regards to ISIN standard numbers. Rolling settlement at T+3
still posed a challenge, especially in the UK. Of note is also Canada’s position, where
implementation of T+3 was delayed by slow progress in the US. This confirms the
95

The UK system was operating on T+15 at that time; for a discussion of the UK system as laggard, see The
Banker, 1989b.
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importance of leaders, especially large financial centres, as well as international
coordination which would monitor recommendations being put into practice according
to a shared timetable. The Canadian status report indeed stated that “unilateral
implementation of T+3 would, in fact, be disharmonious” (G-30, 1992, Status Report Canada: 3).96

As previously noted, the 1992 status reports also indicate significant appeal of the study
in emerging markets. Country reports show that these countries embraced the G-30
recommendations and were keen on both the spirit of the exercise and the practical
proposals. As new entrants, the G-30 recommendations acted to make their practices
legitimate and in line with international standards. John Walsh, former Executive
Director of the G-30, argued that as emerging markets became a concept, countries
looked at the recommendations, and saw their adoption as a “stamp of approval” of
their practices by the international financial community.97

The 1992 status reports, whether reviewing progress in a ‘core’ country or an emerging
market, also indicate that a great source of the influence of the G-30 study was the
understanding that compliance with some but not all proposals was better than
compliance with none. This is indicative of a trend that followed through the 1990s and
thereafter for standards rather than rules, with the flexibility and customisation that this
entails. On the one hand, the study and its recommendations could not be overlooked
as the number of countries that sent in reports and participated in the effort
demonstrates. But the nature of the exercise and the ‘soft’ authority of the G-30 also
allowed for individual systems to adapt the proposals according to their own practices
and circumstances. Moreover, the tight schedule and follow-up in 1990 and 1992 meant
that, though the G-30 had no enforcement mechanisms of its own, those responsible in
various countries felt compelled to produce evidence of implementation of the
recommendations and explanations when this would not or could not yet take place.
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For more information, see Appendix 4a.
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Interview with John Walsh, former Executive Secretary of the G-30. For more information on the date
and place of this and further interviews referred to in this chapter, see references.
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The clearance and settlement project was the first large study on the details of the
financial system to be undertaken by the group. The people who came together, first to
produce the recommendations and later to discuss their applicability and
implementation in individual systems were the recognised experts in the field. This was
an important task in itself. Reforming clearance and settlement systems required
reorganising the back-office of financial institutions, an area that was often “neglected”
(G-30, 1990a: 49). Furthermore, the group’s aim was to make available to practitioners
recommendations that were achievable and immediately relevant. The G-30 was
satisfied that the “results exceeded expectations”.98

There are several preliminary conclusions to be reached from this overview of the G-30
effort. The first is that timely initiatives and proposals have the potential to substantially
affect the thinking of industry executives and officials alike. The G-30 did not act in a
vacuum but undertook work in a timely fashion on a subject where guidance was both
needed and sought by practitioners across the world. The study also underlines the
importance of private sector involvement in policy debates; there is much to be gained
in terms of feasibility and compliance from comprehensive efforts that make private
sector views and expertise an integral part of a policy-making exercise, as this
encourages widespread practitioner support (cf. Mosley, 2009). The third and related
point is that standards as opposed to rules are better received when the purpose of an
exercise is efficiency and harmonisation; the G-30 clearance and settlement study was
an early example of what became a widespread trend.

This case study also provides support for arguments on global financial governance that
rely on a core of standard setters and a significant periphery of adopters (see, for
example, Marcussen, 2007). The ‘core’ is easily identified as the G-30 initiative was
espoused in some systems with greater enthusiasm than in others: the United States,
Canada, the United Kingdom and also Japan, homes of the vast majority of trading, were
keen participants, and had an important stake in the success of the initiative as the
adoption of G-30 standards satisfied interests of efficiency and reputation, while the
98
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transnational scope reduced the possibilities of regulatory competition. In those
countries, special committees were created and the G-30 recommendations specifically
addressed. On the other hand, France and Germany, while active participants for the
duration of the G-30 exercise and with systems compatible with most of the proposals
(sometimes even ahead of the G-30 initiative), did not make a special effort to comply
nor did they form distinct committees to review the recommendations. At the same
time, the favourable attitude of emerging markets towards the G-30 and its
recommendations shows both the dichotomy between standard-makers and standardtakers in global financial governance but also underlines how practices such as involving
the private sector in policy making can be encouraged upon emerging markets by
market actors as well as international financial institutions and how core
recommendations can form the basis of a checklist of emerging market ‘maturity’.99

Finally, the variations in adoption of specific recommendations show the enduring
importance of leaders and ‘hegemons’. As documented by Simmons (2001),
international financial harmonisation, when formal mechanisms are concerned is most
likely to be achieved when the big players are adopters. It makes little sense to
harmonise ahead of the hegemon unless for competitive (Hong Kong, Singapore) or
reputational (emerging markets) reasons.

4.3

G-30 Recommendations as Benchmarks: Process Tracing

4.3.1 Insights from the national level: the US case
In the United States, much of the debate on financial policy in the aftermath of the 1987
stock market crash focused on clearance and settlement in the securities markets. A
presidential task force set up following the crisis concluded that “difficulties with the
clearing and credit systems further exacerbated the difficulties of market makers and
other market participants” and that “in the stock market, the unprecedented volume
led to an unusually large number of questioned trades” (Presidential Task Force on
Market Mechanisms, 1988: 51). A report by the Securities and Exchange Commission
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Though, as documented by Walter (2008), this may amount to little more than “mock compliance”.
113

(SEC) also pointed that “volume and record price volatility…increased dramatically the
financial risk of loss to clearing agencies and their members”, urging the adoption of
comparison of trades on trade date and the adoption of automated systems (SEC, 1988:
xxiv-xxv). The General Accounting Office (GAO)100 too assessed the risks associated with
clearance and settlement, and acknowledged, prior to the publication of the G-30
report, that the group was dealing with the subject and thus the issue was being
addressed (GAO, 1989: 30-32). The formal policy community thus appeared open to the
G-30 role and recommendations on this topic.

Indeed, the official policy community in the United States quickly took notice of the G30 recommendations. As discussed above, G-30 sub-groups were created locally to
study the proposals and advise accordingly. Moreover, the regulatory and supervisory
community appeared satisfied with the G-30 effort, incorporating its findings in their
deliberations on the future of securities systems, and clearance and settlement in
particular. Praise was given to the G-30 initiative for indicating achievable
improvements to the US system but also, for undertaking to coordinate the workings of
individual systems across the world (DeGennaro and Pike, 1990). The Office of
Technology Assessment (OTA) similarly concluded that the recommendations of the G30 were constructive and further approved of the technological changes required in
order for the G-30 proposals to be effectively implemented. The OTA report pushed for
automated systems and advocated the end of physical certificates, which acted as
primary impediments to speedier settlement (OTA, 1990). Finally, the SEC made a case
for the implementation of the G-30 recommendation regarding T+3 and agreed to study
the recommendation relating to same day funds (SEC, 1990).

The influence of the G-30 in the framing of the debate and the eventual policy outcome
on the topic of clearance and settlement in the securities markets can also be observed
in the shaping of the US legislative process, both in the context of hearings and
legislation. In the first place, the G-30 report played a role in the “amendment of the
Securities Exchange Act of 1934 to improve the clearance and settlement of transactions
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The GAO has since been renamed the Government Accountability Office (as of 7 July 2004).
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in securities and related instruments.” Without mandating a particular system of
clearance and settlement, H.R. 3656 proposed that regulatory agencies should
“facilitate the establishment of linked or coordinated facilities for clearance and
settlement of transactions in securities” (House of Representatives, 1990: 1). The
Committee of Energy and Commerce, the relevant House committee, had examined the
work of the G-30 and found that “H.R. 3656 [was] consistent with, and [would] greatly
contribute toward, the achievement of those goals” (House of Representatives, 1990:
10); this bill was passed by the House (Congressional Information Services, 1991: 219220).

Discussions on clearance and settlement also took place in the Senate, where two main
themes emerged. Firstly, that productive dialogue between the public and private
sector, as well as a degree of responsible private sector governance were both desirable
and conducive to a more efficient financial system. Secondly, that some regulatory
competition among systems was considered helpful. Once again, the hearings took
place against the background of the G-30 recommendations. In a talk in front of the
Senate Subcommittee on Securities, Alan Greenspan, then Chairman of the Federal
Reserve Board, praised the effort of the group and maintained that “on matters such as
clearing and settlement, the private sector has much to offer given its expertise and
considerable self-interest in developing a sound global…system.” (United States Senate,
1990: 49). Private sector representatives also stressed the importance of the active
participation of private actors in dealing with the issue of clearance and settlement.
John Heimann, G-30 member at the time of the report, in his capacity as Vice-Chairman
of Merrill Lynch, argued that the changes suggested by the G-30 did “not require direct
government assistance” (United States Senate, 1990: 78-79). Alan MacDonald, at the
time Group Executive of Citicorp, further insisted that legislation was not necessary for
the smooth implementation of the G-30 recommendations but mentioned the private
sector’s appreciation of the “cooperation and support… received from public sector
institutions” (United States Senate, 1990: 118). John Hennessy, in his role as ViceChairman of CS First Boston, summarised the mood: “I hope that we act to protect the
sanctity of the system, not by overregulation, but by the types of recommendations for
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international cooperation advanced by the Group of Thirty” (United States Senate,
1990: 260).

The analysis of the issue of clearance and settlement in the context of the Senate
hearings also touched upon the question of regulatory competition at the international
level. What emerged is that, contrary to fears that competition might lead to a drop in
standards and a race to the bottom, initiatives such as the one put forward by the G-30
encourage best practice standards and motivate authorities and market practitioners to
aim for excellence. David Ruder, then Chairman of the SEC stated that it was “necessary
that the United States not be the country that opposes what is clearly a good system.”
He added that “because of the Group of Thirty report, Germany and Japan and England
and all other countries now [had] a system which [worked] better.” He concluded: “I
really think that there is a lot of self-interest in making our own system the best that
one would imagine” (United States Senate, 1990: 222-223).

The debate that took place in the US was mirrored elsewhere, notably in the UK. The
same set of topics was considered in the UK policy arena. Firstly, public officials
recognised the merits of private sector involvement; Brian Quinn, at the time Executive
Director of the Bank of England, asserted that “the G-30 report in settlements in
equities markets demonstrated that market participants make their own contribution in
this area.” The Bank of England further accentuated the importance of comparison and
competition. In a report on securities settlement, it recognised that the G-30
recommendations “highlighted the fact that UK equity market settlement, like other
systems elsewhere, fell below best international standards” (Bank of England, 1993b: 23).

4.3.2 The G-30 study in context: transnational policy-making
The work of the G-30 on clearance and settlement in the securities markets drew to a
close in 1992. By then, the recommendations had entered the policy domain at both the
national and international levels. IOSCO and its Technical Committee endorsed the G-30
report (IOSCO, 1990). The organisation also picked up the group’s monitoring function,
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recommendations (IOSCO, 1993, 1994, 1995, 1996).

Adoption of the G-30 recommendations was also endorsed by the Committee on
Payment and Settlement Systems of the Group of Ten Countries (CPSS) which published
a study on DVP (CPSS, 1992). Additionally, a report issued through the Bank for
International Settlement (BIS), known as the ‘Lamfalussy Recommendations’ dealt
specifically with the issue of netting (BIS, 1990).

The G-30 study was also singled out by the Organisation for Economic Cooperation and
Development (OECD), which addressed the question of clearance and settlement in
relation to systemic risks in the securities markets. The agency’s analysis acknowledged
that “since the publication of the report continuing efforts have been made to monitor
and encourage implementation of the proposals in individual countries” (OECD, 1991:
31). It also commended the G-30 proposals, and notably its emphasis on “convergence”
(OECD, 1991: 36). A later OECD report further referred to the group’s work, and
especially T+3, and argued that the internationalisation process had advanced “gradual
convergence” (OECD, 1995: 15-16). Finally, the World Bank used the G-30 clearance and
settlement framework in its proposals to emerging markets (Stehm, 1996).

The private sector also played a major role in the promotion and implementation of the
G-30 recommendations. ISSA updated the recommendations and continued the work of
reviewing progress in individual national systems (covering forty countries). This
industry association revised G-30 proposals to adapt them to technological changes and
also, to make them stricter and remove the original (and out of date) deadlines. As a
result, it was suggested that the trade comparisons of R1 and R2 become tighter. The
modified R3 took into account differences in national systems and allowed for several
central securities depositories within a country, as long as their rules and practices were
compatible. The adjusted R4 permitted real gross settlement instead of netting
arrangements and R5, concerning DVP, became stricter. R6, R8 and R9 remained
unchanged and the importance of R7 and T+3 was stressed. The results of ISSA’s survey,
published in 1997, reflect the pattern indicated by status reports of previous years.
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Most recommendations were found to be adhered to in a satisfactory manner but R2
and R9 were still essentially overlooked. Much progress, however, was observed in the
implementation of R7, with T+3 the norm in many systems (though still not the UK)
(ISSA, 1997).101

4.3.3 Clearance and settlement beyond the G-30 recommendations
The importance of the G-30 study, which deals with improving efficiency at the level of
national securities markets, can also be further supported by follow-up efforts, which
tool progress in the promotion of best practice standards for national systems as the
starting point for a series of recommendations concerning cross-border clearance and
settlement. As part of an overall and in-depth examination of the topic, different actors
in the hybrid regime governing securities markets dealt with different issues. At the
official level, IOSCO produced a report on national systems and the European
Commission (EC) published a paper on cross-border issues within its borders (IOSCO,
1990 and Kessler, 1988). The private sector took care of the rest. In June 1989, FIBV
issued a study that, in the spirit of the G-30, argued that since it was not feasible to
create a single global clearing agency, the industry should aim for “effective linking of
existing national and international clearing and depository organisations” (FIBV, 1989:
4). Part of this objective was to be achieved through the adoption of international
settlement conventions, including the proposals of the G-30. This first recommendation
focused on trade confirmation and matching, the shortening of the settlement period,
the introduction of central securities depositories, and comprehensive use of DVP,
securities lending and of standardised securities messages and codes (FIBV, 1989: 1315). Additional recommendations covered cross-border settlement links, the
immobilisation of securities in the country of the issuer and their transfer by book entry,
and the use of the original form when securities are listed abroad (FIBV, 1989: 15-21).
Another report produced by Euroclear, the Brussels-based clearing agency, also went
further than the G-30 recommendations, directing attention to cross-border, multicurrency and multi-time-zone clearance and settlement (Euroclear, 1993).
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There were some clear common premises to these private initiatives. The FIBV and
Euroclear reports essentially built upon the G-30 report, accepting its conclusions on the
changes required in national systems and moving the debate one step forward. That
there was agreement among private actors in their formulation of policy directions is
substantial. The private sector had a clear interest in dealing with problematic
transnational issues as an increasing share of its activities took place beyond the
confines of national systems; its input was essential for implementation and compliance
and this is reflected in the nature of the recommendations which take full consideration
of the costs of private sector adjustment in pursuit of international harmonisation. The
clearance and settlement initiatives benefitted from clearly defined priorities and
targets among practitioners; the impact of the studies suggests that the private sector
became fully aware of its potential to influence policy through a concerted and
responsible effort. This made the G-30, with its unique hybrid setting a prime location
for this kind of initiative. It also alerted participants of this emerging policy community
of experts of the importance of cross-memberships: David Holland, then Executive
Director of the G-30 and J.R. Kessler, the author of the EC study, were members of the
FIBV task force; Dennis Weatherstone, Director of J.P. Morgan and a key participant in
the G-30 effort, co-initiated the Euroclear report.

4.3.4 From national systems to cross-border mechanisms
With most of the original G-30 recommendations in place, clearance and settlement
issues moved on. The focus turned to rolling settlement on T+1 (Euromoney, 2001)
while within the European Union, there was talk of pushing for a pan-European central
counterparty in order to better meet the objectives of the single market.102 In this
context, the G-30 revisited the subject of clearance and settlement and produced a
report in 2003, this time focusing on an “interoperable global network.” A working
committee was set up and chaired by Sir Andrew Large, at the time Deputy Chairman of
Barclays.103 It included G-30 members John Heimann and David Walker and six further
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A report commissioned by the European Council found that in 2000, the EU counted twenty-six
settlement systems and 650 bilateral links (Committee of Wise Men, 2000: 13).
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Sir Andrew Large has been a Deputy Governor of the Bank of England and a former Chairman of the UK
Securities and Investments Board (SIB).
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members. The report promoted market-based solutions, and included twenty
recommendations aiming at increased efficiency of securities clearance and settlement,
especially across borders; additionally, it tackled new risks associated with terrorist
attacks. Following earlier practice, a Standing Committee was formed in order to
monitor progress though not on the scale of the 1989 initiative (G-30, 2003).

4.4

Explaining Influence

The influence of the G-30 study can be explained on the basis of two interlinked sets of
factors: the content of policy recommendations and the place of the G-30 in the
emerging transnational policy community.

As discussed in the opening chapters of this dissertation, expertise is an important
source of influence for non-formal actors. In the case of this first G-30 study on the
‘plumbing’ of the financial system, the group’s capacity to generate expert
recommendations on how to reduce risks and improve the efficiency of clearance and
settlement systems can indeed be understood as a necessary condition for the initiative
to be considered by the policy community and for it to be well-received as the positive
reaction to the group’s efforts in the financial press testifies: “somebody has finally got
round to making sensible (and, more important, workable) suggestions to improve the
often shambling way stock markets clear and settle their deals, and to set international
standards for such settlements” (Economist, 1989: 84); “Once the Group of Thirty’s
recommendations…are accepted and working, settlement will cease to be a problem”
(Banker, 1989a: 27); “If [clearance and settlement move] in the direction recommended
by the Group of Thirty and others, it will greatly contribute to the safety and efficiency
of international financial markets” (Edwards and Patrick, 1992: 251).

But expertise alone is not sufficient. The story of the G-30 clearance and settlement
report highlights three further elements for consideration. The first is timing: the
context within which the G-30 effort was situated was one where concern for the issue
of clearance and settlement was at a high. Risks associated with existing practices were
acknowledged and a sense of urgency prevailed. The second element is flexibility: the
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report, by promoting compatibility of practices as opposed to a unified and identical
system, encouraged regulatory competition and allowed for national differences when
these made sense; the G-30 prescribed best standards but restrained from being too
prescriptive in its approach, including in the monitoring exercises. Furthermore, it relied
on recommendations rather than sponsoring specific rules, promoting adaptable
standards. This in turn gave the G-30 study longevity as the recommendations were in
time updated by ISSA and also formed the basis of further proposals on cross-border
clearance and settlement issues. The third element is a coupling of expertise with
convention: while the G-30 study made use of new technical knowledge, it did not
threaten the status quo and focused on pragmatic rule-making: “the group [did] not
claim there [was] anything particularly new in its recommendations – or indeed
controversial. Each proposal [had] been tried and tested” (Banker, 1989a: 22).

The influence of the G-30 was also based on its role as both driver and instance of an
emerging transnational policy community for financial governance. As previously
discussed, the G-30 study was situated within a broader impetus for reform of securities
markets, ensuring that there was an element of competition among the various actors,
official and non-official, in being heard, but also acknowledged relevance of the topic at
hand. As one of parallel studies dealing with different aspects of the system, this
entailed consultation and several sounding boards for testing the reliability and
feasibility of proposals. The group made the most of its unique setting of a confidential
environment for public officials and private practitioners to interact but also drew upon
its core membership to command responses to surveys and study group participants to
its work programme. This indicates an emerging policy preference for informal but
effective processes. There was arguably more impetus and support for the G-30
initiative than for the work of IOSCO, which was judged to have struggled to come up
with concrete proposals and find an audience.104 Practitioners and public officials alike
appeared to be valuing the flexibility of the more informal yet also more prestigious
setting.
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Interview with Federal Reserve Bank of New York officials, Darryl Hendricks and Theodore Lubke.
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In this context, the G-30 found a niche. It dealt with a very technical subject, so much so
that few members of the G-30 got involved with the project, which was seen as a quite
separate from the broader high-end discussion focus of the group.105 The G-30
produced clear and achievable practical recommendations, not academic work on risk
and efficiency. But in so doing, it intervened very explicitly in the policy process and
became a focal point both for the private actors who participated in the initiative and
subsequently financed the endeavour by procuring the report and its follow-ups and by
the official sector who benefited from expert recommendations without having to fund
the know-how. The project in turn confirmed the G-30’s prestige and favourable
reputation for consistency and reliability: SEC officials observed that the G-30
recommendations were good and sound, but also, that the G-30 would not come up
with recommendations that were not so.106 The scope of the study too exceeded
expectations. An increasing number of countries joined the effort and by 1992,
emerging markets were also included in the process. In a way, an ‘official’ status was
attributed to the recommendations of a private organisation.

As such, the G-30 applied a variety of methods to assert its influence. The group shaped
the debate, provided concrete proposals and presented detailed work on actual
practices. The G-30 disseminated information through the creation of sub-groups or
special committees in individual countries and by assuring widespread coverage of the
proposals in the financial press.107 The group also used a “private approach” (James,
2000: 168); through its membership, the choice of study group participants and the
plethora of national sub-groups, the G-30 had unprecedented access for a non-formal
group to many high-level officials. Cross-membership, specialised conferences and
presence at selected Congressional hearings also ensured a wide audience for the group
among policy makers and practitioners alike.
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Interviews with G-30 members Geoffrey Bell and Peter Kenen.
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Confidential interview with two SEC officials.
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The G-30 recommendations on clearance and settlement were reviewed in publications such as ABA
Banking Journal, The Banker (1989a, 1989b, 1991), Barron’s (1990), The Business Lawyer (American Bar
Association, 1991), The Economist (1989).
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4.5

Conclusions

The empirical argument of this chapter is that the G-30 project on clearance and
settlement systems was a successful exercise of policy making on a technical but crucial
systemic issue. The group produced detailed recommendations on clearance and
settlement that were endorsed by public authorities and adopted by systems across the
world. The G-30 designed best practice standards but also took on enforcement
functions through regular review of developments. The establishment of the G-30 study
as the widely accepted benchmark for systems everywhere is clear evidence of the
influence of the group.

The successful outcome of the G-30 exercise is symptomatic of changing patterns of
global financial governance at the end of the 1980s. There are several underlying issues
at work in the acceptance of a private initiative as the provider of serious proposals for
implementation. Public and private officials acknowledge that some degree of
regulation is required but instead of reacting to the 1987 stock market crash with
regulatory reform drive, agree on arrangements of self-regulation with strong public
support. In this context, success depends on the private sector following its own advice
and be seen to do so. In the G-30 project, the private sector was at the forefront of the
debates on clearance and settlement and formulated recommendations; the public
sector followed the lead, endorsed proposals and encouraged implementation. The
analysis also showed that involving the major players (public and private) in a project
facilitates success. When implementation was slow, or where a particular proposal was
resisted, participants essentially followed practice in the United States; reluctance to
invest because of cost considerations was a less important factor. The reception of the
G-30 project also reflects policy preferences and varying degrees of self-regulatory
practices and traditions in different countries; enthusiasm was more pronounced in the
Anglo-American financial world, where special committees were set up and there was
close monitoring of developments. To some degree, this was also the case in Asia (in
Japan and less so, in Hong Kong). Many of the European nations did participate but were
less anxious to make their systems correspond 100 per cent to G-30 suggestions. On the
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other hand, emerging nations were keen to jump on board and acquire an ‘international
seal of approval’ for their securities markets.

Three main themes guided the analysis of this chapter. First, if global financial markets
require concerted and coordinated efforts in their governance, which actors can
participate in such an undertaking? Second, having established that the G-30 is one such
actor, what tools did it use and how did it find itself in a position to command the
respect of the participants and to have its recommendations adopted and
implemented? This leads to the third theme, the importance of the ‘nuts and bolts’ of
the system. The group provides a showcase of how to use technical expertise to do
something useful and also to assert their legitimacy as a decision-making body. The G-30
used a relatively obscure and not so fashionable subject that few people, including
policy-makers and practitioners, had much inclination to tackle in great detail. This was
a study prepared by experts for the consumption of other experts.

In carving an authority niche for itself in a non-controversial manner, the G-30 relied on
the relatively apolitical character of the clearance and settlement exercise. This
emphasis on the technical over the political in the policy community is supported both
by the low public visibility of finance (Helleiner, 1994: 203) in general but also by a
deliberate effort by the official community to define financial standards in terms of
‘good science’ as documented notably in the ‘scientisation’ literature (see Marcussen,
2009 for a discussion of scientisation and central banking in particular). Yet even
‘plumbing’ issues such as the mechanisms of securities markets activity can have
political salience. Quaglia (2008) discusses this mix of expertise and politics in the
context of the so-called Lamfalussy process within the European Union, showing how a
‘technical logic’ is used thus downplaying both ongoing industry input and the political
costs and implications for financial stability of decisions. Elsewhere, Porter (2003) shows
the interlinkages between technical collaboration and political conflict, highlighting
material interests and focusing on the holders of technical authority. Similarly, in
discussing financial reporting and product regulation on a global level, Büthe and Mattli
(2011) stress the political nature of standardisation and the existence of winners and
losers in these processes (arguing in particular that this depends on which domestic
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interests are represented at the global arena). Beyond these important reminders that
the technical is political, however, the G-30 had in any case earned a reputation on a
technical subject that opened up the possibility of tackling work with more obvious
policy implications. Delegation, therefore, can have long-term consequences and
authority may indeed be lost. Private actors can use niche and technical knowledge to
build their policy role and, in setting precedents of successful delegation of authority to
groups such as the G-30, the policy community significantly altered the way in which
global financial governance is generated. This is not a one-way process, however. While
not actively seeking policy-making functions, the G-30 deliberately occupied a vacancy.

At this stage of the analysis, the G-30 achieved recognition. The financial industry was
changing rapidly and those institutions and public sector actors with the most
pronounced transnational interests and ties started to differentiate themselves from
their home environments; as well as a symbiosis between public and private actors and
concerns, an emerging transnational policy community was developing. While we do not
yet observe capture as such or policy appropriation, we see the beginnings of the
internalisation of private sector interests. The G-30 provided a microcosm of how the
transnational policy community materialised in the first place. It is important to note,
however, that the G-30 as a club (the members) did not create policy content but
rather, helped identify the policy problem and the necessary expertise to address it.
Moving beyond soft influence, the club model started to have relevance as a mechanism
that determined who the experts were and what type of actor qualified to make
standards. This role intensified with the group’s next large scale study on derivatives
instruments.
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Chapter 5
Regulation as Risk Management: The Non-Regulation of Over-the-Counter
Derivatives

5

Introduction

How do clubs consolidate their authority when they lack formal authority functions?
Following its influential report on clearance and settlement in securities markets, the
Group of Thirty (G-30) put itself firmly on the map with its 1993 study on over-thecounter (OTC) derivatives. Derivatives: Practices and Principles (Global Derivatives Study
Group, 1993a) became the benchmark study on OTC derivatives, formalising the G-30’s
policy-making role. The report also helped establish private sector influence by pushing
private interests and preferences to the heart of a potentially controversial element of
financial regulation, arguing that risk management mechanisms and models internal to
private financial institutions, coupled with good operational practices, offered sufficient
and adequate frameworks for the treatment of OTC derivatives.

This second case study on the specifics of the system helps illuminate what happens to
groups such as the G-30 when the action moves to a more obviously political arena; as
expertise and material interests coincide, how is the question of winners and losers
sidelined? The analysis in this chapter unveils how the policy process can be captured in
practice by showing how the G-30 study pre-empted official action by shaping the
debate both in intellectual terms and by defining the relevant players. It also illustrates
how the transnational policy community took shape and deliberately kept questions of
financial innovation shielded from public scrutiny.

The impact of the transnational policy community is two-fold. Firstly, the case study
shows that in the issue area of OTC derivatives, the interface between the national and
international levels was a lot more subtle. Policy discussions mostly played out in the
United States yet the effects of non-regulation of OTC derivatives were significant far
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beyond. This highlights that global financial standards need not be formally endorsed.
Reliance on best practice translated into de facto harmonisation. Secondly, the hybrid
nature of the transnational policy community meant that the potentially contentious
shift to an understanding of regulation as risk management did not lead to any kind of
public-private confrontation or controversy. Club model politics is significant in this
regard.

Indeed, we see the club model at work in the choice of the G-30 as the venue for such
an exercise. The club model does not imply exact agreement or a clear predisposition
towards a specific policy outcome; rather, drawing influence from skills but also peer
recognition, the G-30 sponsored this study as it was seen as a ‘serious’ venue among
officials and practitioners alike. Then, having taken a particular stance on the nondesirability of regulation of OTC derivatives, the club model allowed the transnational
policy community to close ranks and defend its position in a coherent manner in
subsequent debates.

In producing a study on the subject of derivatives, the group tackled an emerging topic
of great interest but equally, considerable controversy for practitioners and public
officials alike. This chapter investigates the role of the G-30 in the regulatory debate on
OTC derivatives, looking at the group’s sources of influence, the way in which the
group’s proposals entered policy discussions and their bearing on policy formulation and
implementation. The chapter also assesses the implications of the group’s proposals,
including on the understanding of principles of regulation and self-regulation. The
analysis highlights that the G-30 played a significant part in the policy outcome; its
report pre-empted a regulatory drive and supported financial governance arrangements
that gave the private sector a substantially strengthened role over the regulation and
supervision of its own activities.

The G-30 study was well received, endorsed by the relevant bodies in the public sector
at the national and the international levels and embraced by industry executives. Its
impact was based on a combination of relevant factors. As with clearance and
settlement, the report had a strong claim of expertise but also benefited from
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appropriate timing. The development of OTC derivatives instruments had started picking
up pace and the study came along just as authorities began being more concerned
about derivatives as a policy issue. Moreover, the study was published prior to some of
the high profile losses and failures that brought regulatory and legislative attention to
derivatives, making it the primary consultative document at a time of relative
uncertainty. Most importantly, however, the report drew upon an underlying
agreement among the transnational policy community of public officials and private
practitioners on the evolving nature of regulation and supervision.

The G-30 report was primarily a private sector initiative. Unlike in the case of securities
clearance and settlement, there was no delegation or official prompting to deal with the
topic but rather, the effort stemmed from a desire among the transnational policy
community to maintain the regulatory status quo. The main financial firms, and
especially J.P. Morgan, put forward their risk management models and showed their
willingness to share their expertise with competitors and allow regulators to assess their
merits. The G-30 study made the case that the private sector had the expertise, capacity
and incentive to self-regulate.

Why is this important? The volume of the market in OTC derivatives was significant and
growing. Statistics on the OTC market show that at the end of 1990, the amount of
outstanding contracts was an estimated $3.45 trillion. By the end of 1994 the amount
had increased to $11.3 trillion (Bank for International Settlements, 1996) and by the end
of 1999 had reached $88.2 trillion (Bank for International Settlements, 2000), a trend
that continued and was only partially affected by the financial crisis. Practitioners and
regulators alike understood the hedging but also profit-making potential of the
instruments, but were also alerted to the risks linked to derivatives’ leverage.108 Finally,
derivatives were already becoming increasingly complex as dealers in the OTC market
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Leverage relates to the degree to which investors or businesses are making use of borrowed money. It
exists when a position is subject to a multiplied effect on its value resulting from a small change in price,
thus magnifying the rewards for winners and leading to a large increase in losses for losers.
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were allowed to develop ever more specific and customised instruments.109 The recent
financial crisis reminds us of the longer term significance of the group’s influence in the
non-regulation of OTC derivatives. Products at the heart of the crisis such as
Collateralised Debt Obligations (CDOs) are OTC derivatives and their development was
enabled by the regulatory environment advocated by the G-30 in this study.

This chapter proceeds with a discussion of the key policy issues raised by OTC
derivatives. It continues with a detailed overview of the G-30 report and its
recommendations, including follow-up reports, and initial G-30-sponsored responses.
The impact of the study is then assessed, including immediate reactions, endorsement
of the recommendations in formal documents, and influence and use of the study in the
failure of derivatives-specific legislation in the US Congress. The chapter also explores
the effect of the study on private sector practices.

The key themes of the chapter relate to the nature of the transnational policy
community and the mechanisms through which it produced financial policy. Specifically,
the chapter addresses the role of expertise and the powerful economic position of G-30
members and study group participants; the means used by the group in transmitting its
proposals to the policy community; the study’s effect in the eventual regulatory
outcome; and the hybrid transnational policy community coalition which secured this
outcome. The analysis highlights intellectual capture and ultimately, policy
appropriation by the transnational policy community which worked cohesively to depoliticise a potentially explosive policy issue such as the treatment of OTC derivatives.
The club model is useful in underlining how the G-30 defined the experts, produced
coherence in the pursuit of a common goal and delineated a clear insider/outsider
framework within which policy discussions took place.
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For an overview of more recent literature on the role of derivatives in global finance, see Mügge
(2009). Scholarship on the role of derivatives remains limited but for a Marxist interpretation, see Bryan
and Rafferty (2007).
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5.1

Defining the Policy Issue: OTC Derivatives in Global Finance

A derivative is “a financial contract whose value depends on one or more underlying
assets or indexes of asset values” (Institute of International Finance, 1993: ii).
Derivatives come in several types: forward contracts, where one party agrees to buy
something from another party at a particular future date and at an established price;
futures contracts, which are similar to forwards with the exception that quantities and
dates are standardised and that trading takes place on an organised exchange; option
contracts, where it is agreed that one party has the right, but not the obligation, to buy
or sell something at a future specified date and at a fixed price; additionally, there are
swaps, which are more a technique than instrument and entail an exchange between
parties of their respective liabilities or interest on their liabilities. These instruments are
not new; in the seventeenth century, a market for future delivery of rice functioned in
Osaka. Options have an even longer history; Aristotle refers to them in Politics and a
tulip options market operated in Amsterdam (Economist, 1999). In their contemporary
incarnation, derivatives come in two forms. Firstly, there are exchange-traded
derivatives, where contracts are standardised and where the clearing house of the
exchange is one of the parties. Secondly, there are over-the-counter (OTC) derivatives,
where parties trade directly with one another, and often customise products to suit
their individual needs. The G-30 focused exclusively on OTC derivatives.

OTC derivatives became available in the 1980s, the first currency swap taking place
between the World Bank and IBM in 1981. By the mid-1980s, advances in computer
technology allowed for broad range of instruments to be developed. ‘Plain vanilla’
standardised instruments were supplemented by more complex derivatives, increasingly
tailor-made to the parties’ circumstances, or simply more complicated (Thomson, 1998:
81-92). Derivatives were ostensibly developed to hedge against risk: they are essentially
an effective way to transfer risk from those who are exposed to it but would rather not
be, to those who are not but would like to be. As a result, risk is redistributed in an
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optimal manner.110 But hedging is only part of the story. Policy concerns about
derivatives arose in relation to their speculative potential.

The leverage that the instruments carry can make them a source of significant profit for
a financial institution but also, one of substantial loss. Further problems include the
difficulty of end-users achieving a clear understanding of the instruments, the high
concentration of derivatives trading among a small cluster of institutions – with the
ensuing risk of financial instability if one firm fails -, and the perceived lack of
transparency of derivatives trading both within and outside an institution (Dale, 1996:
157). But even prior to the G-30 report, there was limited interest in seeing derivatives
as a separate regulatory issue. Instead there were signs of a strong inclination to treat
derivatives as one of many activities of a financial institution: “derivatives are a natural
extension of banks’ traditional risk intermediation activities” (Institute of International
Finance, 1993: 2). Indeed, a report by the Bank of England that preceded that of the G30 by three months, concluded that “there is little that can be clearly said to be unique
about derivatives in so far as supervisory interest is concerned” (Bank of England,
1993a: 4).

5.2

Framing the Policy Issue: The G-30 Study of OTC Derivatives

The G-30 study was produced at a time of growing interest in the potential and risks of
OTC derivatives and was motivated by a practitioner concern for regulatory clarity. The
industry used the G-30 setting to demonstrate that it held adequate risk management
capability to deal with the instruments, and the transnational policy community as a
whole was keen on a governance framework that did not rely on the type of intrusive
rules-based regulation which could render these instruments rigid and hamper financial
innovation. These recommendations are discussed below in some detail.
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Hedging is a “device used by traders and sophisticated investors to reduce loss due to market
fluctuations. This is done by counter balancing a current sale or purchase by another, usually future,
purchase or sale. The desired result is that the profit or loss on the current sale or purchase will be offset
by the loss or profit on the future sale or purchase” (Rivett and Speak, 1995: 650-651). For example, if a
US manufacturer is to pay for machinery at a future point in time in euros, the manufacturer could enter a
currency swap with a bank and ‘fix’ the price to be paid in dollars, thereby transferring the exchange rate
risk to the bank.
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5.2.1 Best practice and recommendations
The G-30 commissioned its study on OTC derivatives to a group of mostly outside
experts, including the chairmen and senior executives of the major financial institutions.
The Steering Committee was chaired by Dennis Weatherstone, Chairman of J.P. Morgan,
which first took the initiative to make elements of its risk management models and
techniques public, and included four G-30 members. A Working Group co-chaired by
David Bunner, Director of Paribas Capital Markets, and Patrick de Saint-Aignan,
Managing Director of Morgan Stanley, prepared the report. Charles Taylor, then
Executive Director of the G-30, and Mark Brickell, Director of the International Swaps
and Derivatives Association (ISDA),111 participated. The final product was authored by
the Global Derivatives Study Group (GDSG).

The G-30 study defined a derivatives transaction as “a bilateral contract or payments
exchange agreement whose value derives from the value of an underlying asset or
underlying reference rate or index” (GDSG, 1993a: 28). The study also stressed the
importance of derivatives as “new ways to understand, measure and manage financial
risk” for banks and other financial institutions (GDSG, 1993a: 2). Finally, the report
clarified that derivatives did not warrant special treatment and need not be
differentiated from other financial instruments. This accounted for the lack of any
explicit references to systemic risk, as it was not perceived to be fundamentally affected
by the use of derivatives (GDSG, 1993a: i and GDSG, 1993b: 139-140). Instead, the
report concentrated on four main institution-specific types of risk: market risk, credit
risk, operational risk and legal risk (GDSG: 1993a, 43-52).

And so to the recommendations. There were twenty-four in all, of which twenty
directed at dealers and end-users, and four at supervisors and legislators. The primary
recommendation to practitioners dealt with the “role of senior management” (R1) and
aimed at ensuring that management had adequate understanding of the instruments
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ISDA is an industry association bringing together the main participants in the OTC derivatives markets.
For further information, see Chapter 3 and later sections of this chapter. For a recent assessment of the
role of ISDA in netting and clearing see Morgan (2008).
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and was aware of the consequences of their use. The report did not anticipate that
senior management would be directly involved with every decision related to
derivatives; however, it was understood that derivatives would form part of an overall
risk strategy and that they would be specifically discussed in the Board (GDSG, 1993a:
9). The second recommendation addressed “marking to market” (R2), a technique which
would allow financial firms to assess the value of derivatives contracts on a daily basis
and provide an adequate timeline to address risks (GDSG, 1993a: 9).

Another set of recommendations focused on the management of risk. The G-30 report
proposed a series of measures to best address market risk. 112 First, it dealt with the
question of “measuring market risk” (R5), advocating a value-at-risk (VaR) measuring
method,113 a model based on probability analysis (GDSG, 1993a: 10). The report referred
to further specifics of market risk, such as “stress simulations” (R6), aimed at testing the
firm’s positions under unusual market circumstances (GDSG, 1993a: 11). Most
importantly, the report insisted on “independent market risk management” (R8), in
order to ensure clear lines of responsibility and authority on risk matters, and assure the
separation of front and back office (GDSG, 1993a: 12). Parallel recommendations were
proposed for dealing with credit risk:114 “measuring credit exposure” (R10), “aggregating
credit exposures” (R11) and providing for “independent credit risk management” (R12)
(GDSG, 1993a: 13-16). In this instance, the use of “master agreements” with each
counterparty (R13) was also endorsed (GDSG, 1993a: 16). Master agreements also
covered the management of legal risk.115 Such risks were to be further curbed by
practitioners working together in “promoting enforceability” of derivative contracts
(R15) (GDSG, 1993a: 17).
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Market risk is the risk of a change in the price of an asset such as a stock or bond that is related to
developments in the markets and variations of circumstances of the overall economy.
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VaR is a model that measures the maximum loss that a firm’s position might generate.
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Credit risk is the risk that a counterparty will be unable (or unwilling) to fulfil its obligations.

115

Legal risk arises in a situation where a change in law or regulation invalidates a contract.
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Operational risk116 was addressed through the promotion of “professional expertise”
(R16), a measure emphasising the importance of up-to-date technical knowledge (GDSG,
1993a: 18). The use of derivatives was also to be made safer and more efficient with the
development of technical capability and advanced “systems” (R17). Individual
institutions were expected to improve their information technology capacity according
to their involvement with derivatives (GDSG, 1993a: 18-19). Finally, the report
concentrated on the issue of “disclosure” (R20). In order to enhance responsible selfregulation, financial firms were encouraged to provide additional qualitative
information on their use of derivatives and the management of subsequent risks in their
public statements (GDSG, 1993a: 21).

The G-30 study also provided some recommendations for regulators and legislators.
These amounted to “recognising netting”,117 assisting in the removal of “legal and
regulatory uncertainties”, supplying a favourable “tax treatment” of derivatives and
working on setting international “accounting standards” (GDSG, 1993a: 22-24).

The final recommendations were based on the work of the ‘Group of Thirty Derivatives
Project’ comprised of the aforementioned Steering Committee and Working Group.
Private sector representatives chaired both groupings. In the Steering Committee,
eleven of the fourteen members were from the private sector and in the Working
Group, twenty-four of the twenty-six. Moreover, forty-six private institutions financed
the study.118 Finally, the presence of Dennis Weatherstone as chairman of the Steering
Committee is important; his institution, J.P. Morgan, took the initiative to publicise its
proprietary model for measuring market risk free of charge. The model, RiskMetrics,
became available to banks and securities firms as part of the overall G-30 effort. This
context is important as it testifies of substantial private sector commitment to the
initiative: the key players in OTC derivatives contributed human and financial resources,
116

Operational risk is the risk of failure due to faulty or outdated technical equipment, or human error,
including inadequate separation of front and back offices and unclear lines of accountability.
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Netting amounts to “substituting the amount owed by one party from the amount owed to that party
and agreeing to transfer only the resulting difference” (Steinherr, 1998: 401).
118

The list of study participants and of institutions that provided financial support can be found in the
preface of the study (GDSG, 1993a: iii-iv).
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were represented by officials at the highest level and took a leap of faith by making
internal risk management models publicly available.

The report’s authors based their recommendations on the practices of their financial
institutions and also used data provided by two major industry groups, the Institute of
International Finance (IIF) and ISDA. This is indicative of a concerted private sector effort
to consolidate expertise on the topic. But the report was also strategic in that it
seemingly addresses questions of best practice from and for the use of practitioners and
does not take an explicit regulatory stance: yet it relegates the role of formal bodies to
one of support of the system and makes risk management the (self-) regulatory tool.

The G-30 recommendations were drawn from a comprehensive and very technical
review of practices. Different sub-committees specifically dealt with risk measurement
and internal controls, researched the legal background extensively, assessed operational
matters such as systems and controls, worked on accounting issues, designed model
forms on how to treat derivatives in annual reports and addressed systemic risk (GDSG,
1993b). A further document surveyed the legal context by outlining the legal
enforceability of derivatives contracts in nine jurisdictions (GDSG, 1993c).119 Finally, the
study relied on a thorough working group-designed survey of industry practice (GDSG,
1993d). The survey included findings on the degree of centralisation in a firm’s
derivatives business, senior management, counterparty and operational risk. It also
addressed questions of specialised expertise, an issue of concern to practitioners though
remuneration, both as relative to other employees and as incentive to risk-taking did
not cause much alarm (GDSG, 1993d: 11).

5.2.2 Making policy and controlling the response
Having sponsored a study on the treatment of OTC derivatives, the G-30 helped shape
the response by promoting the report and organising a special policy seminar on
derivatives a few months following publication, inviting key officials from both within
and outside the transnational policy community, notably US Congress representatives.
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The jurisdictions in question were Australia, Brazil, Canada, France, Germany, Japan, Singapore, the
United Kingdom and the United States.
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The official response was overwhelmingly positive. There was general agreement that
the report was a useful contribution to the understanding of derivatives and its
recommendations were praised. James Leach, a Member of Congress, commended the
work and accepted that private sector input on the issue of derivatives was essential.120
He noted that the G-30 study showed “an industry taking responsibility out of its selfinterest for a circumstance that, among other things, may be beyond the ken of
understanding by all but a very few public officials” (Leach, 1993: 4). Moreover, he
stated that “legislators should take care not to exercise too presumptive judgements
about a market that has developed on its own without government direction” (Leach,
1993: 3-4). In addition, he found that the study “demonstrate[d] the level of complexity
in the market that would make overly intrusive legislation in this area difficult, with a
reasonable likelihood that it could miss the mark or prove counter-productive” (Leach,
1993: 5). Another set of comments came from William McDonough, then President of
the Federal Reserve Bank of New York,121 who also approved of the study, asserting that
the “report belongs at the top of the reading list for the senior management of all
institutions active in derivatives markets, as well as for regulators and the legislative
community concerned with the safe operation of these markets” (McDonough, 1993: 1).
David Mullins, at the time Vice Chairman of the Federal Reserve Board, 122 was equally
generous in his praise, stating that he could “think of no better treatment of these
issues”, calling the study “an excellent effort” and maintaining that “the
recommendations (were) anything but the status quo” (Leach, 1993: 22, 26, 31).

The final response considered here is that of Brian Quinn, at the time Executive Director
at the Bank of England. He was impressed by the study, but his comments reflected a
reluctance to accept some of the premises of the report, especially in light of the
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James A. Leach was a Republican Member of the House of Representatives. At the time, he was
Ranking Minority Member of the Committee on Banking, Finance and Urban Affairs. As subsequent
analysis shows, he was not always so keen on the G-30 views on risk management as regulation.
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William J. McDonough later became a G-30 member.
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David Mullins went on to co-found hedge fund Long-Term Capital Management (LTCM).
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absence of a discussion of systemic risk.123 Brian Quinn hit the mark – and some raw
nerves - with his point that the G-30 assertion that supervisory framework was
adequate as it stood was “somehow complacent” (Quinn, 1993: 536).124 He argued that
knowledge of derivatives remained partial and that practitioners and public officials
alike were still both excited and alarmed by the instruments. This was an important
point, especially considering the transnational scope of the report and of the financial
institutions that use OTC derivatives. A systemic crisis could come about as a result of
“default by a major institution; a sudden shift in the prices of derivatives in the financial
markets sufficient to undermine the viability of a major institution; or the inability to net
out obligations or receipts” (Tickell, 2000: 90). Yet as subsequent analysis shows, this
factor was overshadowed and did not prevent widespread acceptance of the study,
mostly because of the strong impetus for the adoption of G-30 proposals and the
agreement among the transnational policy community about the self-regulatory thrust
of these proposals and the type of expertise that was relevant to manage the risks.

Having sought and heard the views of regulators and supervisors, the G-30 switched its
focus to the private sector. The G-30 concluded its series on derivatives with a follow-up
survey of practice among dealers and end-users which documented a substantive
industry response to the recommendations (GDSG, 1994). The survey showed significant
implementation since the publication of the study, with fifty-eight per cent of those
surveyed saying that the firm’s policies were benchmarked against G-30
recommendations (GDSG, 1994: 5). Overall, proposals were taken on, with netting,
expertise and disclosure singled out as areas where more progress needed to be made.
Importantly, results among dealers were similar to those among end-users who,
arguably, had to work harder (and spend more) to reach the proposed standards. That
the private sector was fast in acting upon the report’s recommendations is a testament
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Systemic risk refers to a problem in one part of the system spilling-over and affecting other parts.
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An interview with Brian Quinn also revealed that G-30 members had been particularly sensitive to the
use of the word ‘complacent’. For more information on the date and place of this and other interviews
referred to in this chapter, see the references. Brian Quinn’s comments that experience in derivatives was
still limited and that thus, the supervisory framework was not necessarily adequate, came in contrast to
the assertion in the Bank of England study that “there is little that can be clearly said to be unique about
derivatives in so far as supervisory interest is concerned” (Bank of England, 1993: 4).
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to the credibility of the exercise. The ‘best practice’ advocated by the report quickly
became the norm.

5.2.3 Why the G-30? Clubs and policy locations in global financial governance
This overview of the G-30 initiative on OTC derivatives raises a number of questions
about the actors who ‘do’ governance. Why did the G-30 get involved in what was
essentially a private sector exercise in regulatory pre-emption? By commissioning and
backing these recommendations, the G-30 added policy gloss to the initiative and
elevated the exercise from lobby group report to policy study. Was the G-30 co-opted
by the private sector or was something more subtle at play?

Indeed, it is important to note that a debate on the merits and weaknesses of the study
occurred within the G-30 core. Members praised the report for its seriousness and were
pleased to see derivatives demystified. They were also comfortable with the study as
the basis of thoughtful discussion on derivatives and a blueprint for industry selfregulation. Nevertheless, the study was criticised within the group by members unhappy
with the lack of a more comprehensive coverage of the systemic risk issue in particular.
Paul Volcker, Chairman of the G-30 at that time, is said to have been concerned about
the endorsement of OTC derivatives without a more extensive discussion of associated
risks and feared that the G-30 failed to be sufficiently cautious.125 Others were also
troubled by the reactions of regulators such as Brian Quinn. These differences of opinion
were not surprising considering the public service pedigree of many of the members.
Within the club model, there is scope for disagreements of this kind but what matters is
that compromises are found within the club and a coherent approach is presented
outside. And G-30 members were willing to compromise for two sets of reasons: the
first relates to intellectual capture, or widespread agreement among the transnational
policy community on what the appropriate modes of governance are. Self-regulation
itself was not in question and the principle of regulation as risk management in this
issue area slotted neatly within wider regulatory trends that favoured flexibility over
prescription and market discipline over archaic rule making. The transnational policy
125

Research interviews with G-30 members Geoffrey Bell, John Heimann and Peter Kenen and former
Executive Director, John Walsh.
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community was in agreement about that and uneasiness was not reflective of easily
identifiable alternative proposals. The second set of reasons relates to power and
influence. The private sector may have used a seemingly apolitical setting to promote its
policy preferences but by being able to lead the regulatory debate on OTC derivatives,
the G-30 in turn scored a major coup in authority terms.

5.3

Assessing Impact: The Transnational Policy Community at Work

The publication of the study attracted a lot of attention.126 The financial press
anticipated the report as soon as it was announced that the organisation had put
together a study group with the purpose of exploring the subject of derivatives (Wall
Street Journal, 1992: 87). Following publication, numerous articles were produced on
the study, often outlining and analysing specific recommendations (Chew, 1993: 6-7).
The overall reaction was overwhelmingly positive. The G-30 study did not fool anyone
about its true intentions; it was widely acknowledged that the G-30 had acted to
prevent regulatory involvement. However, this was not reported as a contentious
element of the initiative and it was widely accepted that supervisors welcomed and
broadly endorsed the recommendations.

The financial press emphasised the study group’s expertise with article titles such as
“The 24 Commandments of the G-30”, with authors wondering whether “anyone apart
from participants themselves understand this market well enough” (Corporate Finance,
1993: 37, 42). Elsewhere, David Mullins was quoted as conceding that “if [the industry]
doesn’t do it so well, others might do it less well.” There was agreement among
commentators that financial institutions were not resting on their laurels but had
produced high standards that went beyond the prevailing status quo (Wall Street
Journal, 1993). Praise focused in particular on the (financially costly) issue of systems
upgrading (Euroweek, 1993 and The Banker, 1994: 90) and the importance of removing
legal uncertainty and strengthening mechanisms of contract enforceability (The
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The financial press surveyed for the purposes of this chapter includes The Banker, The Business Lawyer,
Corporate Finance, The Economist, Euroweek, Investment Dealers’ Digest, Risk and The Wall Street
Journal. The review covers the period August 1992 – November 1994.
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Economist, 1993: 14, Lynn, 1994, 299-300 and Investment Dealers’ Digest, 1993: 4).
Furthermore, commenting on the positive response of market participants, it was
reported that the private sector was prepared to listen and implement its own advice
(Euroweek, 1993: 3).127 And as the following sections confirm, the G-30
recommendations were adopted by public and private sector alike, and the report was
eventually treated as the “official handbook” on derivatives.

5.3.1 The transnational policy community goes public: the US regulatory debate
Substantial evidence of the impact of the G-30 study can be found in documenting the
process that led to the outcome of the regulatory and legislative debate in the United
States. Not only did the study form the basis of the reports produced by the various
regulatory agencies but also, it took centre stage during congressional hearings and was
ultimately instrumental in offsetting legislation. The G-30 effort also became a focal
point of what an increasingly like-minded policy community (in this case nationally
based but transnational in its focus) comprised of a coalition of private and public
actors, financial institutions and regulatory and supervisory agencies and central banks.
As shaped in the US, the debate on OTC derivatives took place between a policy
community favourable to industry self-regulation and the adoption of the principle of
regulation as risk management on the one hand, and the legislators on the other,
supported in part by the emerging ‘dangerous’ public image of OTC derivatives
instruments following some high profile failures.

As discussed in the preceding section and in relation to speeches by McDonough and
Mullins, officials at the Federal Reserve welcomed the report. This also applied to Alan
Greenspan, then Chairman of the Federal Reserve Board (FRB) who in discussing
improvements in risk management as connected to a surge in derivatives trading, found
that the Group of Thirty report [laid] out these elements, and banking companies in the
US and abroad [were] aggressively pursuing the goal of comprehensive, state-of-the-art
risk management systems. These systems will, without question, greatly strengthen the
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Note, however, that not everyone was convinced on the issue of compliance: “Powerful its
membership may be, but it (the G-30) cannot force anyone to implement its best market practices: at
best, it can influence regulatory thinking” (Chew, 1993: 6).
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banking system’s resilience” (Falloon, 1994: 16). This approval of private efforts and lack
of interest in more dynamic intervention can also be seen in the guidelines issued by the
Federal Reserve on the topic of derivatives. The Federal Reserve report effectively
picked up the principal G-30 recommendations on the role of senior management,
independent risk-management units, risk measurement, breakdown in categories of
risk, and adequate reporting (Board of Directors of the Federal Reserve System, 1993).

The other agencies took a similar approach. In its report, the Office of the Comptroller
of the Currency (OCC) emphasised the importance of senior management and appeared
confident with existing regulatory arrangement based on the belief that agencies had
“full enforcement authority to address non-compliance with the guidelines when noncompliance represents unsafe or unsound conduct” (OCC, 1993). Likewise, the
Commodity Futures Trading Commission (CFTC) acknowledged the work of the G-30 and
offered a discussion of risks that mirrors that of the G-30 report and provided direct
references to its recommendations (CFTC, 1993: 191-201). Furthermore, the CFTC
affirmed that “no fundamental changes in regulatory structure appear to be needed”
and that

“empirical evidence does not support the view that derivatives cause

volatility” (CFTC, 1993: 159, 201).128

A dissenting voice did emerge, however, in the form of the General Accounting Office
(GAO) report to Congress (GAO, 1994). This report relied heavily on the G-30 study and
its data (GAO, 1994: 36-37, 41-42, 50, 52, 57, 59-60, 73). Its conclusions mirror those of
the G-30 on the role of senior management, as well as on the specifics of managing
market, credit, operational and legal risk (GAO, 1994: 47-48, 56-57, 60-68). Yet this
particular report held that these recommendations were not sufficient as the G-30, just
like federal regulators’ guidance, did not have the “weight” of actual regulations (GAO,
1994: 44). In fact, this report acknowledged that “regulators and the fifteen major OTC
128

Several public agencies make up the regulatory and supervisory framework of the United States.
Regulating and overseeing the banking system are the Federal Reserve, in charge of regulating and
supervising banking institutions and promoting financial stability, the Office of the Comptroller of the
Currency (OCC), which charters, regulates and supervises national banks and the Federal Deposit
Insurance Corporation (FDIC), which supervises banks and insures deposits. Additionally, the Securities
Exchange Commission (SEC) ensures the integrity of securities markets and the Commodity Futures
Trading Commission (CFTC) regulates commodity futures and options markets.
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dealers GAO visited said that improvements in risk-management systems have been
made in response to both the Group of Thirty and bank guidance. However, GAO noted
that the Group of Thirty recommendations did not have the force of regulation” (GAO,
1994: 9). As a result, the report advocated further regulation and possibly legislation.

There was indeed reason to suspect that the argument for increased and derivativesspecific regulation could gain support despite the favourable response received by the
G-30 report and ongoing progress on implementation. 1994 proved a difficult year for
the reputation of OTC derivatives, with some high profile losses hitting the headlines.
Financial institutions were portrayed as irresponsible and risk-taking and the public
perception of derivatives suffered accordingly. Three cases in particular highlighted the
potential for severe losses through the use of derivatives instruments: they involved
Gibson Greetings and Bankers Trust, Proctor & Gamble and also Bankers Trust, and
Orange County and Merrill Lynch.

Bankers Trust became involved in derivatives activity early and with great success,
attracting highly qualified people who could create and trade in increasingly complex
products. One commentator observed that “competitors admitted that Bankers
probably had the highest collective IQ on Wall Street” (Thomson, 1998: 112). In 1991,
the bank first became involved in dealings with Gibson Greetings of Cincinnati, the
second biggest greeting card manufacturer in the United States at that time. The first
two derivative contracts arranged with the firm were plain vanilla deals and made a
profit for the firm but subsequent deals performed less well, going well beyond the $3
million losses limit set by Gibson. Bankers Trust lied about the losses, which ultimately
amounted to $27.5 million. The case was investigated by the SEC and CFTC, which
determined that Bankers Trust had lied to its client. Eventually, Bankers Trust settled
with Gibson, paid a large fine and parted with several employees.129

Proctor & Gamble, arguably a more sophisticated player, did not fare a lot better in its
dealings with Bankers Trust. The company agreed deals with major loss potential in
129

Information based on Thomson, 1998 and The Washington Post, 1995a.
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1993 and 1994, which did indeed result in losses of $160 million. This was a source of
great embarrassment to the treasury department of Proctor & Gamble but telephone
conversations indicate that Bankers Trust officials were aware that Proctor & Gamble
did not fully understand the risks involved: “It’s like Russian roulette, and I keep putting
another bullet in the revolver each time I do one of these [trades]” said one Bankers
Trust dealer. Proctor & Gamble launched litigation against Bankers Trust and an out-ofcourt settlement was eventually agreed.130 Bankers Trust did not come out of these
dealings unscathed. Its shares did not open on the New York Stock Exchange on 2 March
1994 but though it suffered large losses, it did survive.131

Orange County, a traditionally Republican group of wealthy municipalities in California,
also found itself in an unenviable position after dealing with OTC derivatives. The county
treasurer, aiming to balance conflicting citizens’ expectations of lowering taxes and
maintaining or increasing services, became more adventurous with the county’s
investment fund, pursuing an aggressive, risky and complex strategy. Merrill Lynch sold
many of the products that contributed to losses of over $1.5 billion in 1994. This time,
however, the fault lay mostly with the end-user. A California state special committee
report found that the county’s strategy was knowingly risky and put much of the blame
on the county’s practices.132

It is important to note that while the impact of these events was short-lived in terms of
shaping the debate, they were a hot policy issue in the mid-1990s and provided the
basis for various Congressional initiatives to ‘tame’ derivatives. Failures and losses
associated with OTC derivatives made not only the financial front pages, but also, those
of the press at large. In this context, different dynamics converged in Congress, where
the hardest battle was fought, and won, by those favouring regulation as risk
management in the treatment of OTC derivatives. Legislators, alarmed by the behaviour
of financial institutions, pushed for stricter regulations which could restore public
130
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132

Information based on The Wall Street Journal, 1994 and The Wall Street Journal, 1995.
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confidence and compel the industry to behave. In response, the club model manifested
itself in how the financial policy community used its expertise, know-how and prestige
to close ranks and maintain a technical and apolitical discourse about derivatives. What
follows is the chronicle of the debate as it unfolded in the context of congressional
hearings in the House of Representatives.

The first round of congressional hearings took place a few months after the publication
of the G-30 study. It offered an opportunity for the regulatory agencies to present their
own reports (which had relied specifically on the work of the G-30) and for all concerned
to take a position in the debate on derivatives; there was little confrontation. Agency
representatives from the OCC, the Federal Reserve and the CFTC outlined their
recommendations, overwhelmingly promoting best practice standards as opposed to
rules-based regulation. Once again, they expressly emphasised the importance of the
role of senior management and of the formulation of a comprehensive riskmanagement policy (House of Representatives, 1994a: 5-14). In her written statement,
Susan Phillips, a member of the Federal Reserve Board, especially referred to the work
of the G-30: “The study is a complete and lucid source of information on the nature of
derivatives activities and the types of risk that such activities entail. Potentially an even
more important contribution of the study is the practical guidance it provides on risk
management” (House of Representatives, 1994a: 264-265).
The G-30 itself, unusually, was represented in the hearings by Mark Brickel.133 In his
statement, Brickel reiterated that the G-30 produced “the best standards we could find
… we set the hurdle high”. He also insisted that “regulation cannot be a substitute for
good management” and reminded the congressional committee that the G-30 had not
taken the easy road and had put forward “costly recommendations” (House of
Representatives, 1994a: 568-571). James Leach, the House Representative who initiated
the hearings agreed that the G-30 had put forward a study that was “constructive and
helpful” and praised the group, and J.P. Morgan, for taking the initiative to show best
133

Mark Brickel provided written answers to committee questions. Aside from representing the G-30 as a
participant in the Working Group of the study, he was also a Vice-President at J.P. Morgan and a Director
of the International Swaps and Derivatives Association (ISDA).
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practice at the highest level (House of Representatives, 1994a: 29-30). Nevertheless,
Leach insisted that this was just one side of the process and that there should be a more
concrete regulatory framework.

The relevance of the G-30 study both in terms of benchmark recommendations and data
provision and can also be seen in the supporting material to the hearings. Supporting
material included a volume which put together all relevant documents on the topic of
ORC derivatives; the G-30 study was the first report on offer and a frame of reference
thereafter (House of Representatives, 1994a: 1177-1195). More importantly, a second
volume revealed that regulatory agencies had been asked to comment specifically on
the recommendations of the G-30 report. Their response was clear: agencies held that
G-30 recommendations “contribute[d] to a better understanding of sound risk
management and accounting practices, and to the extent that they are adopted by
institutions, should help to strengthen the management and operating practices of
individual institutions and the financial system as a whole” (House of Representatives,
1994a: 121). The question of compliance did not trouble respondents: “Regulators ha[d]
seen evidence that market participants [were] assessing their compliance with the
recommendations, and, with the encouragement from regulators, [would] work toward
implementing the recommendations where appropriate” (House of Representatives,
1994a: 134). Even when reviewing individual recommendations, no real concern was
voiced by the agencies with respect to any of them134 (House of Representatives, 1994a:
122-125). The overwhelming conclusion was that in conjunction with the G-30
recommendations, supervisory guidance was sufficient (House of Representatives,
1994a: 121).

In the second round of hearings, the congressional House committee had some concrete
proposals of its own, and tried to push its case for a stricter regulatory environment in
the form of H.R. 4503, The Derivatives Safety and Soundness Supervision Act of 1994.
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Specifically, the Federal Reserve suggested modifications on the recommendation on master
agreements and the SEC indicated that more detail was needed with regards to disclosure. In fact, the
only agency to voice some kind of concern was the FDIC; the FDIC though has fewer resources and the
banks it oversees tend to be less sophisticated players. In the event, the FDIC’s concern was
inconsequential as it too, opposed legislation.
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Nonetheless, regulatory agencies once again denied that legislation was necessary, and
did so quite forcefully. Eugene Ludwig, Comptroller of the Currency, stated that
“H.R.4503 is a thoughtful response to these issues … The OCC does not believe,
however, that legislation applying to national banks in the derivatives area is necessary
at this time” (House of Representatives, 1994b: 62). The acting chairman of the FDIC
was of the same opinion, asserting that “appropriate supervision and risk control of
financial institutions’ derivatives activities can be achieved without additional
legislation” (House of Representatives, 1994b: 84). Same story from the acting director
of the Office of Thrift Supervision: “legislation is not necessary at this time” (House of
Representatives, 1994b: 87). The final seal of disapproval came from Alan Greenspan:
“we do not believe that legislation in this area is necessary at this time” (House of
Representatives, 1994b: 146). The regulatory and supervisory community supported
their position by reiterating that OTC derivatives did not require special treatment and
that the existing regulatory and supervisory framework was both strong and adequate
in dealing with the issues arising from the instruments; for the most part, they also
focused on the advantages offered by the flexibility of best practice standards for
financial innovation, all positions outlined in the G-30 report.

At this stage, the private sector was also invited to provide input. Unsurprisingly, its
representatives were similarly hostile to legislation. In their defence, they once again
used the G-30 study. John Ward Logan, speaking on behalf of the American Bankers
Association, brought up the guidelines produced by regulatory agencies and indicated
that they were a direct follow-up to the G-30 study. He also maintained that G-30
recommendations were being implemented and were on the way to becoming standard
industry practice (House of Representatives, 1994b: 118). Mark Brickell return to
support the G-30 approach of (self-) regulation as risk management (House of
Representatives, 1994b: 129-131).

In the end, the committee’s attempts at legislation fell through. There was another
congressional push that sought to gain support for a bill on the basis of the abovereviewed important and well-documented derivatives losses, however, legislation did
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not capitalise.135 Derivatives were not treated to separate and restrictive legislation, the
idea of self-regulation became more established and much faith was placed on internal
risk management.

How did the financial community sideline concerns about OTC derivatives so effectively
in light of a concerted Congressional effort? One of the bill’s sponsors, Representative
Gonzalez, often used the word “casino” in his references to derivatives136 while many in
Congress feared a backlash in the event of significant derivatives-generated losses
(Peltz, 1994: 100). Legislation was never going to be easy as it is in itself a lengthy
process, nevertheless, the failure of the House committee to find support among public
agencies further decreased its chances.

The willingness of regulatory and supervisory agencies to accept best practice standards
and go down the path of self-regulation, or according to Tickell, their “regulatory
neglect” (2000: 91) does indeed require some explanation. In a domestic context, the
self-regulatory approach benefited from agency overcrowding in the US. Clarifying who
would be doing what in the regulation and supervision of financial markets would have
been a “messy process” in the words of a Treasury official.137 The Federal Reserve in
turn was confident in its ability to supervise understood its role in the maintenance of
competitiveness of the domestic system, as regulation would entail rigidity and less of
market share to more flexible markets (Peltz, 1994: 102). More importantly, however,
on the basis of the evidence, regulators and supervisors can be said to have been
impressed by the quality of the recommendations produced by the G-30. Having
focused on the question of expertise, they accepted the lead of the private sector. But
the background and shaping of the transnational policy community were also relevant.
The debate on the regulation of OTC derivatives came at a time of “high degree of co-
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This hearing focused primarily on derivatives losses (House of Representatives, 1995). In all, there were
in both houses three failed attempts at legislation: Derivatives Safety and Soundness Supervision Act of
1994 (House – Gonzalez/Leach bill), Derivatives Dealers Act of 1994 (House – Markey Bill) and The
Derivatives Supervision Act of 1994 (Senate – Riegle Bill).
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One commentator noted that some of the people involved in the pursuit of legislation would have
been happy to eliminate derivatives altogether (information based on a confidential interview).
137

Confidential interview.
147

ordination among US regulators and private market participants” (Levin et al., 1994: 15).
Public authorities, and in particular the Federal Reserve, did not just accept selfregulation and the principle of regulation as risk management but had espoused it.138
The transnational policy community was more than a public-private ad hoc coalition but
had been developing common understandings, preferences and policies not just on OTC
derivatives, but on the nature of global financial governance in general. The community
also operates beyond traditional distinctions of public and private. At the very least,
there are different types of ‘public’; public regulators and supervisors are much closer to
the private sector than they are to public actors such as legislators. This has serious
implications with respect to the interests that they represent and the extent to which
private sector interests are internalised by the transnational policy community to the
detriment of public interests and concerns.

5.3.2 Best practice as global standard: OTC derivatives and international standardsetting bodies
The G-30 study set the tone for other reports on the subject of OTC derivatives. 139 It
affected the policy discussion and made self-regulation and the reliance on internal risk
management models the focal point. The G-30 promoted its conclusions by addressing
its audience, part of which was already part and parcel of the G-30 community (either as
members, study group participants or invited guests). The timing of the study also
meant that the work of the group was sought at a time of uncertainty.140 At the global
too the G-30 relied on the implicit understanding among public and private sector
officials that private sector involvement in the global financial governance was both
desirable and necessary. In this context, the emphasis was placed on the
recommendations themselves, which were replicated in the reports of major
138

Confidential interview with Federal Reserve Board official. In a separate interview with Gary Parker, an
aide to Representative Leach in the House Banking Committee, this “free market type of attitude” was
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In actual fact, two reports preceded that of the G-30. Firstly, the Bank of England produced a study on
derivatives with conclusions that were similar to those of the G-30. The recommendations of the report,
however, were less comprehensive than those of the G-30. The IIF also published a report but it too
lacked the detail of the G-30 study (IIF, 1993). For all intents and purposes, commentators considered the
G-30 report to be the first serious contribution to the debate.
140

The role of uncertainty in the influence of knowledge experts is well documented, most notably in the
literature on epistemic communities (Haas, 1992).
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international organisations. Dealing specifically with this topic, two major reports were
made public a year after the publication of the G-30 study. The reports were produced
by the Basel Committee on Banking Supervision (Basel Committee or BCBS) and the
Technical Committee of the International Organisation of Securities Commissions
(IOSCO). They closely followed the recommendations of the G-30 and followed a similar
approach of consultation with both officials and practitioner actors.

The reports issued guidelines based on the practices of major institutions (Basel
Committee, 1994: 1) rather than “normative standards” (IOSCO, 1994: 72). These
included guidance on the role and responsibilities of senior management (Basel
Committee, 1994: 5-6 and IOSCO, 1994: 72-73), the importance of having a concerted
derivatives strategy, managed by independent risk-management units (Basel
Committee, 1994: 6 and IOSCO, 1994: 73) and the use of quantitative and qualitative
methods in risk management such as VaR and stress simulations as advocated by the G30 (Basel Committee, 1994). The reports also followed the G-30 lead on operational risk.
They highlighted the importance of systems and expert but seamless technology (Basel
Committee, 1994: 9, 17 and IOSCO, 1994:74). The Basel Committee paid more attention
to staff, and went further than the G-30 report in outlining proposals with regards to
remuneration in the private sector, advocating a balance between maximising expertise
and minimising risk-taking (Basel Committee, 1994: 6, 16-17). Finally, both reports took
on G-30 recommendations on legal risk (Basel Committee, 1994: 18-19 and IOSCO,
1994: 73).

It is interesting to note that in both reports, regulators and supervisors showed
reluctance to interfere in the derivatives markets, believing indeed that “global financial
services corporations should govern themselves” (Coleman, 2003: 287-288). The Basel
Committee effectively limited its reference to the role of the public sector to a comment
on expertise, recommending that “supervisory agencies … assure that they have staff
with sufficient mathematical knowledge to understand the issues and that the reliability
of models can be independently verified by external experts” (Basel Committee, 1994:
2). The Technical Committee was rather more specific in explaining the role of
regulators, but also took a hands-off stance and focused on industry standards (IOSCO,
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1994: 76-78). This approach was carried through in subsequent reports of these
standard-setting bodies. The Basel Committee, in particular, took an active role in the
oversight of derivatives activity, producing regular comprehensive statistics and reviews
of practices. The two bodies also worked on disclosure in reporting through a series of
surveys of Disclosures about trading and derivatives activities of banks and securities
firms (Basel Committee and IOSCO, 1996 and 1997) as well as bank-specific disclosure
practices (Basel Committee, 2002) and additional recommendations on disclosure (Basel
Committee and IOSCO, 1999).

5.3.3 Leaders and followers in the private sector
Having succeeded in offsetting regulation and legislation in the US and having seen its
recommendations adopted by the relevant international standard-setting bodies, the
study also served as a handbook for the industry itself. The study had been an expensive
undertaking for an organisation of the size of the G-30. Yet the group covered the cost;
the industry was looking for direction and was quick to procure the reports.141 The G-30
study was also endorsed by professional organisations. The IIF published a framework
for disclosure based on the G-30 principles and promoted uniformity in reporting (IIF,
1994). The London Investment Banking Association (LIBA) was another organisation to
issue proposals following G-30 recommendations closely and by name, including
guidelines on the role of senior management and treatment of all four types of risk
(LIBA, 1996). The report provoked debate and brought about practical solutions to the
question of senior management responsibility. It encouraged better education and
training and a clear demarcation of an institution’s risk-management programme
(Harvard Business Review, 1995). The impact of the G-30 study was also seen directly in
industry practice. A survey by the management consultancy Touche Ross shows that the
recommendations of the G-30 were implemented by a wide variety of users (Touche
Ross, 1995). Also indicative was the extent to which the G-30 study became part of
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The revenue from the sale of studies was substantial as can be seen from the group’s annual reports
for the years following the publication of the study (especially 1993 and 1994). The point that firms were
not just buying the reports but were desperate to read them as in need of guidance was made during an
interview by former Executive Secretary John Walsh.
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standard financial jargon; the report took its rightful place in all good handbooks and
glossaries of risk-management.142

Finally, the G-30 was the impetus for another major private sector initiative, not only for
derivatives, but also for self-regulation in general. The Derivatives Policy Group (DPG)
was formed by six major dealers,143 which got together and agreed to voluntarily set
detailed standards and promote meaningful disclosure. It was the first initiative of its
type, and a direct result of the G-30.144 The DPG report, A Framework for Voluntary
Oversight of the OTC Derivatives Activities of Securities Firm Affiliates to Promote
Confidence and Stability in Financial Markets (DPG, 1995), took on the G-30
recommendations and produced a very detailed structure, following up on each one
with concrete guidelines of practice and disclosure. The DPG emphasised management
controls and clarification of accountability, enhanced reporting and counterparty
relationships. It also tackled the issue of evaluating risk in relation to capital, proposing
that such calculations should be based on banks’ internal models. The DPG accepted
that industry self-regulation would include cooperation with regulators, including the
accommodation of ad hoc requests for information. The involvement of the main dealer
institutions meant that even if less sophisticated players took longer to implement the
recommendations, those institutions with the greater exposures were already adhering
to high quality best practice standards. Just as there were different type of ‘public’ with
different interests, expertise and perceived constituencies, there were leaders and
followers in the use of OTC derivatives instruments and the production or adoption of
best practice standards among practitioners.
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Two such guides are those published by Risk (Chase Risk Magazine, 1996 and J.P. Morgan/Arthur
Andersen, 1997).
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The institutions that participated in the DPG project were: CS First Boston, Goldman Sachs, Lehman
Brothers, Merrill Lynch, Morgan Stanley and Salomon Brothers.
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Interview with John Heimann, who participated in both the G-30 and the DPG effort.
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5.4

Explaining Influence: The Club Model

In explaining the influence of the G-30 study, three sets of factors are important: policy
content, the role of the transnational policy community and club model politics. In
terms of policy content, the group relied on unprecedented access to specialised (and
scarce) expertise and advocated regulation as risk management based on sophisticated
models and a unique survey of industry practices. The timing of the study was also
important. The G-30 led the agenda on the topic and offered concrete solutions to an
emerging policy issue. What was crucial, however, was that the G-30 met a demand that
had not yet been formulated; it acted at a time of relative uncertainty about OTC
derivatives but was not reacting to a crisis, nor did it operate in a reformist framework
and thus put more formal actors (and those in charge of legislation) on the defensive.
The group also ensured a favourable reception by practitioners by continuing the trend
of flexibility in standards (as can be seen by the DPG effort, more prescriptive detail
came later); by protecting the apolitical treatment of OTC derivatives, it also helped
formal regulatory actors maintain their turf and authority vis-à-vis the legislative
process.

The influence of the G-30 study was also linked to the nature of the transnational policy
community taking shape. While the various facets of the initiative were clearly private,
the study and its promotion relied on an assumed shared understanding of appropriate
tools and mechanisms of regulation in global financial governance and respect for the
‘technical’ among the community as a whole. There was also a de facto
transnationalisation mechanism at play with the global diffusion of G-30 ‘best practice’
standards. The high concentration of sophisticated OTC derivatives dealers, coupled
with an official policy-making whose interests had been aligned to those of the private
sector ensured the adoption of the recommendations as global standards by the
relevant bodies.

Finally, the club model helps explain why the G-30 as a group of members put its weight
behind private sector preferences for the (non-) regulation of OTC derivatives. The
intellectual capture argument helps account for general shared understandings but, as
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outlined in a previous section, disagreements were not altogether eliminated within the
G-30. As such, the club model helped to iron those out and once the recommendations
were public, it strengthened the cohesiveness of the community. The members in turn
were satisfied with the G-30 being used as a platform for a private sector initiative as it
met their own needs for policy-making influence and it was ultimately gratifying for the
G-30 to be so authoritative even if not as a direct consequence of all members’ work.

5.5

Conclusions

The empirical argument of this chapter is that the G-30 had a significant impact on
policy with its study on OTC derivatives. The analysis provided evidence that the report’s
recommendations were closely followed and adopted, paving the way for selfregulation in the industry and specifically self-regulation as risk management based on
financial institutions’ internal models. The ‘success’ of the study was never guaranteed.
Advocates of non-regulation faced significant pressure following the very public losses
incurred by end-users and dealers from using OTC derivatives and the G-30 effort,
though endorsed by the group as a whole, was another form of private sector interest
representation.145 Yet a combination of expert knowledge, confirmed commitment by
industry participants in the form of the public availability of the RiskMetrics risk
management model and timing ensured that the initiative was not only received as a
serious contribution to the debate but became the essential handbook on the treatment
of OTC derivatives.
The consequences of the G-30 study and its influence go beyond OTC derivatives.146 Not
only did the G-30 set a precedent of self-regulation, it helped consolidate a developing
transnational policy community of public and private actors. This transnational policy
community became instrumental in shaping the practices and principles of global
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Note, however, that there was little concern about the regulation as risk management per se. Yet
according to RiskMetrics, the market risk model that J.P. Morgan made public, a stock market crash such
as the one of 1987 could occur only once in 20 million years (Steinherr, 1998: 153). For a comprehensive
analysis of the use of models and their market-shaping qualities, see Mackenzie (2007).
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Not that the consequences on OTC derivatives are insignificant. As previously discussed, the regulatory
arrangements in place as a result of the G-30 study enabled the development and proliferation of
financial instruments such as CDOs that were at the heart of the financial crisis of the late 2000s.
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financial governance, and as can be seen through this case study, also acted as a vehicle
for the promotion of private preferences and interests in the process. This helped depoliticise financial issues further. It also, through the adoption of specific
recommendations, substantially altered the nature of regulation and supervision by
delegating significant elements of these functions to the private sector. The G-30, of
course, was not the only actor driving this process. But this case study shows both how
a group such as the G-30 could consolidate its position of influence and quasi-authority
and also, how the transnational policy community as a whole both gelled and evolved to
internalise private sector concerns more explicitly. This was most obviously manifest in
the Congressional hearings where the transnational policy community literally stood
together in opposition to domestically based accountable actors and public institutions;
as discussed above, club model politics helps explain this, even in light of disagreements
within the community.
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Chapter 6
Self-Regulation and Self-Supervision in the Making of Basel II

6

Introduction

By the late 1990s, the Group of Thirty (G-30) had assumed a position of considerable
influence in the governance of the financial system. Its reputation established, the
group boasted studies on the details of the system, covering clearance and settlement
of securities and over-the-counter (OTC) derivative instruments that had a clear effect
on the outcome of the respective policy processes. The G-30, therefore, found itself in a
privileged position at the centre of the financial policy arena, providing a unique setting
for the transnational financial policy community of public and private to operate and
generate policy. This chapter is concerned with what a group such as the G-30 do with
such a position of influence. As the governance field became more crowded and the
blurring of public and private divides offered by the G-30 more commonplace, how did
the group seek to exercise its authority and what steps did it take to maintain
relevance?

Building on its reputation on the details of the system, the G-30 proceeded with a
smaller scale study that made a bold statement on self-regulation and self-supervision.
In Global Institutions, National Supervision and Systemic Risk (G-30, 1997), the group
moved away from the examination of the specifics of financial market regulation that
characterised previous work, and towards a broader analysis of the financial system and
its governance as a whole. The resulting study was more abstract, covered a much wider
agenda but was a more explicitly policy document about the best way to ‘do’ global
financial governance.

The starting premise of the group’s report was straightforward: financial institutions
were becoming increasingly global while supervision remained largely national, leaving
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many governance gaps. John Heimann, G-30 member, initiator of the study and at the
time Chairman of the Global Financial Institutions Group of Merrill Lynch, called the G30 effort a ‘grasp on the obvious’.147 The report focused on large or ‘core’ institutions
whose activities were transnational and whose interests and concerns about
competition also fell at that level. Against a background of a high degree of
concentration of activity among a relatively small number of financial firms and the
systemic risk that any failure would entail, the G-30 recommended robust mechanisms
of self-regulation, to be complemented by market-based supervision.

In its report on global institutions and systemic risk, the G-30 proposed a blueprint for
self-regulation and self-supervision, within an efficient and cooperative public
regulatory and supervisory framework. To a point, the G-30 was recognising existing
practice at the global level and pushing for its institutionalisation; market-based
supervision was increasingly taking place and therefore, it made sense to include market
and internal mechanisms among the ‘official’ and acknowledged tools in the oversight of
financial institutions. The report produced guidelines but the G-30 did not take
responsibility for follow-up or implementation, leaving the ‘details’ of self-regulation
and self-supervision to be figured out.

The politics behind this initiative was evident. As more of its activity became
transnational, the private sector had a real incentive to take the lead in shaping
regulatory and supervisory requirements. It is significant, however, that the private
sector worked to reach these goals through the medium of the G-30. As a microcosm of
the transnational policy community as a whole, the G-30 report signalled agreement on
those issues among public and private actors. While lobby groups such as the Institute
of International Finance (IIF) were still significant venues for dealing with the details of
regulation and supervision, public and private perceptions on what constituted
appropriate global financial governance were shared. This is particularly significant as
the G-30 report should be assessed in context: the initiative had the blessing of the
Basel Committee on Banking Supervision (Basel Committee or BCBS) which at the time
147

Interview with John Heimann. For the date and place of this and other research interviews referred to
in this chapter, see the references.
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was working on initial proposals for reforming the capital accord (the first set of
proposals were published in 1999). In this sense, the G-30 study worked like an early
trial for Basel II.

This leads to two sets of observations. As the empirics of this chapter show, the private
sector was able to write its own script with respect to the regulation and supervision of
global banking and thus, there is actual capture of the policy process by private interests
(even if it is capture of an intellectual kind). Secondly, this ‘big policy’ case study
demonstrates that the transnational policy community is hybrid and comfortably so in a
manner that goes beyond technical expertise alone. This community is made up of clubs
such as the G-30 along with industry pressure groups such as the IIF, central banks and
the Basel Committee. As elaborated upon in Chapter 3, the same individuals participate
in the activities of all these groups. Nevertheless, there is a difference between the G-30
prescribing a particular regulatory and supervisory framework and the Basel Committee
effectively putting forward similar proposals. While the Basel Committee is an
established standard-setter of accountable public officials who engage in international
bargaining and outwardly transparent consultation processes with stakeholders, the G30 is a private group that has no mandate to ‘represent’ the views of the financial
community (or anyone else), let alone influence policy. That the G-30 was in a position
to mould the direction of policy is evidence of authority in the hands of private actors
and of the informal and apolitical club model politics that prevailed.

The chapter proceeds with a discussion of the policy issues relating to global institutions
and systemic risk, and places the G-30 report in context with respect to other policy
initiatives, both public and private. The analysis continues with an overview of the G-30
report and its recommendations and an assessment, including in tracing the influence of
the central concepts of the study. Against this background, the chapter moves to a
concrete discussion of the links between the G-30 report and the work of the Basel
Committee, and Basel II as a policy outcome. The chapter shows that private interests
had by the time of the Basel II debate been fully internalised by the transnational
financial policy community and that the G-30 was instrumental in that process. Having
contributed to the emergence of a transnational policy community through
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institutionalising public-private interaction at the decision-making level, and having
moved these discussions to the global level, it became an actor that was influential in its
own right, while being typical of the changing nature of global financial governance.

Club model politics helps explain this process by identifying the mechanisms through
which governance is generated, by delineating whose views matter and how and by
recognising the locations of policy, in this case, the G-30 study as a test case for Basel II.
Narrower than the transnational policy community which is directly linked to a
particular office and formal function, it also helps identify how affinity, prestige and
shared professional principles trump affiliation and produce coherence and
cohesiveness in the transnational policy community itself.

6.1

Defining the Policy Issues: Global Institutions, National Supervision and

Systemic Risk

The G-30 Report went to the heart of questions relating to the nature of regulation and
supervision, advocating industry participation in the formulation and implementation of
both. The two are quite distinct functions: regulation refers to the “establishment of
specific rules of behaviour’ while supervision to the ‘more general oversight of financial
firms’ behaviour” (Goodhart et al., 1998: xvii). Self-regulatory practices have, to varied
degrees, long been commonplace in finance; as previously discussed, some countries
have a strong national tradition of self-regulation and a culture of dialogue between the
public and the private sectors (Hancher and Moran, 1989: 280). Such traditions exist in
many systems: “regulation is, characteristically, a public function done by private
interests” (Moran, 1991: 14). The trend accelerated during the time period covered in
this dissertation as, following the analysis in Chapter 4 and Chapter 5, best practice
standards formulated and promoted by private groups were endorsed and appropriated
by formal actors. Self-supervision, on the other hand, was a more novel step. Official
supervisory efforts were traditionally complemented by a market discipline only
implicitly, however, in the late 1990s, the trend was for supervision to rely on the
consistent use of increasingly improved and complex internal models and riskmanagement techniques.
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The G-30 report and the ideas that it espoused were debated and endorsed by a wide
variety of actors. Once more, the G-30 initiative fitted within the wider policy process.
The G-30 study was organised, published and promoted in an environment where other
actors were doing work guided by similar preoccupations about regulation and
supervision. The G-30 study covered common ground with a report prepared by the IIF,
the global banking industry interest group (IIF, 1997). The work of the G-30 also
paralleled official efforts. 1995 saw the creation of the Joint Forum on Financial
Conglomerates, which brought together the Basel Committee, the International
Organisation of Securities Commissions (IOSCO) and the International Association of
Insurance Supervisors (IAIS). The Joint Forum’s mandate was the elaboration of
principles of supervision of financial conglomerates which no longer neatly adhered to a
banking/securities/insurance categorisation.148 The G-30 focus on global institutions
mirrored that trend and was explicit in its identification of large complex conglomerates
(and those alone) as the principal potential source of systemic risk.

The G-30 report was also informally linked to developments in the Basel process of
revising capital adequacy requirements (and what became the Basel II accord). The
study was planned and finalised in light of informal (and quiet) discussions with the
Basel

Committee.

There

was

discreet

consultation

in

order

to

articulate

recommendations that best represented the mood of the transnational policy
community and thus provide a useful public good to the community.149 The G-30 tested
its proposals with the public regulators and supervisors who, in turn, had the
opportunity to witness the reaction to the G-30 report while preparing proposals for the
new accord.
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For a rare discussion of the role and limitations of the Joint Forum, see Porter (2003).
Information on the informal consultation between the G-30 and those responsible for similar efforts in
the context of the Basel process was provided by interviews with G-30 members and especially, report
Chair John Heimann and long-term member Peter Kenen. The process, facilitated by the close-knit nature
of the transnational policy community, the G-30 club setting and the overlap of personnel between the
various policy locations was also explicitly referred to in the G-30 annual report of 1997 (G-30, 1998). This
was corroborated in interviews with IIF staff and staff at the Basel Committee secretariat.
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The topic as defined by the G-30 report merited particular attention because a troubled
global institution had the potential to cause systemic risk through a cross-infection from
a problem in one part of the system to another. Problems could arise from human error
but also, changes in market circumstances. It was thus considered important for
supervision to rely on sound internal models of risk assessment and risk management.
Formally, the attention to systemic risk was intended to safeguard against “wasteful”
financial instability (Crockett, 2000: 4). It was understood that a serious crisis could
require the involvement of public authorities and further, public bailouts.150

The background to this initiative mirrors observations about the transnational policy
community discussed in the context of Chapter 4 and Chapter 5. Through a process of
transnationalisation and private interest internalisation, public officials had come to
support industry initiatives and saw their own role that follow their own supervisory
role as one of reflecting, but not leading market practice.151 There was also general
agreement that as rigid rules could be harmful to innovation, private sector standards of
best practice, where possible, were preferred (Goodhart et al., 1998: 50). Through
formal contact, as in the case of the Basel Committee, semi-formal, as in the setting of
the G-30, or informal, based on personal relations and unofficial meetings, specialist
policy-makers developed shared goals and understandings for the governance of global
finance (cf. Picciotto, 1996: 114-115). Club model politics in settings such as the G-30
provided the mechanisms for agreement on policy direction and outcomes and also,
acted as an exclusion zone for alternative points of view. The club model also added an
additional veneer of respectability to the initiative that could not be achieved through
an effort that was clearly identifiable as public or private and shielded the industry from
accusations of capture. The G-30, counting among its members individuals with strong
public sector credentials, played an important role in this respect. Paul Volcker, former
Chairman of the Federal Reserve Board and G-30 Chairman at the time of this study
noted that “some people think that any regulation is bad”, adding that he saw “a
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It is notable that at the time of those discussions, no concerns were voiced regarding the
contradictions of microprudential requirements in line with risk assessment and management and
systemic consequences of herd behaviour that these entail during a downturn.
151
These points were corroborated in interviews with US officials at the Federal Reserve and the Office of
the Comptroller of the Currency.
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distinct correlation between those who take this view most avidly and those who come
to the government for help when they get in trouble” (Smalhout, 1997: 127). Likewise,
members stressed that an appropriate framework for global financial governance
should have space for the private sector to influence policy but not take ownership of
regulation.152 The final product is indicative of the extent to which private sector
regulatory and supervisory preferences had actually been internalised by the
transnational policy community.

6.2

The G-30 Study: Global Financial Institutions and their Governance

The G-30 report on global institutions and systemic risk started from the premise that
the “global operations of major financial institutions and markets [had] outgrown the
national accounting, legal and supervisory systems on which the safety and soundness
of individual institutions and the financial system rely” (G-30, 1997: v). The report
defined systemic risk as the “risk of a sudden, unanticipated event that would damage
the financial system to such an extent that economic activity in the wider economy
would suffer” (G-30, 1997: 3). The study focused specifically on international systemic
risk (G-30, 1997: 4) and found that while “the history of official intervention [in times of
crisis] is reassuring”, more and better “preventive measures” should be in place (G-30,
1997: 5). To this end, the study examined “core institutions”, that is “large,
internationally-active commercial banks, which are major participants in large-value
payment systems, along with the largest investment banks which are key participants in
the clearing and settlement systems for globally-traded securities” (G-30, 1997: 7). The
study stressed appropriate risk management but accepted that “market discipline
require[d] the possibility of failure” (G-30, 1997: 9); the optimal number of failures in a
system did not have to be zero.

6.2.1 The G-30 recommendations
The report put forward specific recommendations, intended to be used as guidelines for
the design of an enhanced global regulatory and supervisory framework. The first
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Interview with Andrew Crockett.
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recommendation made the case for global institutions to “take the lead in developing a
global framework for comprehensive and effective management controls, in
cooperation with supervisors and as a continuing exercise” (G-30, 1997: 12). This
proposal highlighted the importance of a sound internal risk management structure and
underlined the value of knowledge and expertise, in which inevitably, practitioners had
and have an advantage. The second recommendation pushed for a “single,
independent, external audit firm or firm group” to review an institution’s global
activities and for “more consistent and meaningful disclosure of financial and risk
information on a global, consolidated basis” (G-30, 1997: 16). The third
recommendation addressed the reduction of legal risk through netting and helpful
insolvency procedures (G-30, 1997: 18) and the fourth focused on the role of
supervisors, advocating that they “should agree upon a lead coordinator for global
firms, apply a global review framework to all parts of a financial group and agree upon
consistent reporting requirements for global firms” (G-30, 1997: 20). This proposal
included instructions on dialogue between public officials and industry practitioners,
adapted remuneration schemes for supervisors in order to ensure up-to-date skills,
coordination of supervision, and incentives offered to financial institutions, such as
differentiating between good and bad performers (G-30, 1997: 20-22). The final
recommendation urged supervisors to put together standards for exchanges and
clearance and settlement systems.

As part of the exercise, the G-30 undertook a survey of practices in global financial
institutions. The survey revealed several industry concerns but also contradictions:
participant institutions accepted that a severe systemic disturbance could take place,
giving it a probability of one in five over the period of the following five years. At the
same time, however, they did not view such an event as a threat to their own continued
existence, or that of their counterparties (G-30, 1997: 40). Moreover, the survey
specified that industry participants were eager supporters of standards but did not wish
to see those over-specified or formalised, as no one model would be appropriate for all
institutions (G-30, 1997: 44).
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The report was prepared by a study group chaired by Lord Alexander and John Heimann,
at the time Chairmen of NatWest Group and the Global Financial Institutions Group of
Merrill Lynch respectively. They were joined in this project by five public sector officials,
eleven industry executives, two academics and John Walsh, Executive Director of the G30. The balance of this study group, as was the case in previous efforts, strongly
favoured the private sector. But this study group was more representative of the
transnational financial policy community as a whole. The public officials who
participated in this exercise included some highly positioned individuals such as Sir
Andrew Large, then Chairman of the now superseded UK Securities and Investments
Board, Arthur Levitt, at the time Chairman of the Securities and Exchange Commission,
and William McDonough, then President of the Federal Reserve Bank of New York.
Moreover, the group included some private sector representatives with strong public
sector credentials: Tommaso Padoa-Schioppa whose professional life was primarily
spent in the public sector and Brian Quinn, until recently Deputy Governor of the Bank
of England. In addition to the Executive Secretary, four G-30 members participated in
the study group. In this sense, the G-30 did not act as a venue for a private sector
exercise as could be concluded in the case of the study on over-the-counter derivatives
but could claim strong official input as well.

The main thesis of the report was that financial modernisation was the best way to limit
systemic risk. John Walsh argued that the study summarised a key trend: the private
sector needed to be more actively involved and supervisors could no longer have the
lead in supervision. The G-30 thus articulated a principle that people knew but that had
to be stated.153 As the results of the industry survey showed, financial institutions
trusted their counterparties though they only had partial knowledge of their risk
management attitudes. Acknowledging that this approach was far from effective, the G30 report offered a framework that “implie[d] that supervisors [would] rely to a much
greater extent on the institutions that they supervise, and that the institutions
themselves [would] accept the responsibility to improve the structure of, and discipline
imposed by, their internal control functions” (Heimann and Alexander, 1997: 87).
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Interview with John Walsh.
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6.2.2 The G-30 study in context
As with previous efforts, the G-30 study on global institutions and systemic risk was
extensively covered in the financial press, which praised its proposals and insight
(Banker, 1997, Smalhout, 1997, Financial Times, 1997b). Commentators in the financial
media put the study in the context of the wider work of the G-30 and explained that the
status of the group and the general quality of the advice provided by the G-30 in past
projects assured a favourable environment for G-30 recommendations as the group
“command respect” (Financial Times, 1997a).

The G-30 did not embark on this project independently. A few months prior to the
publication of the G-30 study, the IIF issued its Report of the Task Force on
Conglomerate Supervision (IIF, 1997) which advocated developments in supervision
along similar lines. The IIF’s recommendations included a focus on “globally active
financial institutions”, transition to supervisory practices based on risk analysis,
coordination among supervisors and upgrading of their technical ability, and increased
use of disclosure, both in confidential and regulatory reporting (IIF, 1997: 5-6). Similar
concerns were mirrored in the official work of the Joint Forum; the main issues under
consideration were coordination among supervisors and assessment of the “fitness and
propriety of managers, directors and major shareholders” (Joint Forum, 1999: 1).

The regulatory and supervisory trends at a national level also reflected the principles
advocated by the G-30 study. In the United States, the focus had been on “large,
complex banking organisations” (LCBOs). Market discipline was actively encouraged: “it
is important to make clear that it is the boards of directors and senior management of
financial institutions – not the regulators - who must be responsible for ensuring that
their companies provide seamless and high-quality service” (McDonough, 1999: 2-3).
Alan Greenspan, then Chairman of the Federal Reserve Board has spoken of how
“obsolete” banking rules could be (Financial Times, 2000) and Laurence Meyer, a former
Governor of the Federal Reserve Board summarised the Federal Reserve position as
follows: “we have limited public policy choices for large and complex organisations.
Choice 1: we can accept systemic risk as a cost of having large, global organisations in
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the marketplace. Choice 2: in order to limit systemic risk, we can adopt very detailed
regulation and supervision programmes that include a growing list of prohibitions.
Choice 3: we can rely more on market discipline to supplement capital reforms and can
maintain a level of supervision similar to the one we have today. Given the choices, we
simply must try market discipline” (Meyer, 2000a: 2-3). The United States had a clear
lead in its public endorsement of the merits of self-regulation and self-supervision.
Regulators and supervisors in other countries also moved in that direction, however. In
the United Kingdom, the Financial Services Authority (FSA) developed a special division
focusing on “complex groups” and elsewhere, authorities drew attention to the
advantages of disclosure and transparency.154

The principles of self-regulation and self-supervision espoused by the G-30 study could
also be found in the broader work of the international standard-setters that are part of
the Basel process. The Basel Committee, IOSCO, IAIS and the Committee on the Global
Financial System of the G-10 central banks set up a multidisciplinary working group on
enhanced disclosure. In its final report, the group promoted improved disclosure
practices regarding exposure to and measurement of risk. It concentrated in particular
on three themes: the right balance between quantitative and qualitative disclosures, the
importance of consistency in risk assessment and disclosure methods, and the regular
release of information (Multidisciplinary working group on enhanced disclosure, 2001:
8-10). The Basel Committee also undertook to survey public disclosures by banks,
covering quantitative, strategic and methodological information. (Basel Committee,
2002). Lastly, the Committee on the Global Financial System produced an industry
survey of stress testing (Committee on the Global Financial System, 2001).155
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Interviews with officials in regulatory and supervisory agencies in the United States, the United
Kingdom and the Netherlands.
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The Chairman of the Committee on the Global Financial system at that time was Yutaka Yamaguchi,
Deputy Governor of the Bank of Japan and a G-30 member.
165

6.3

Core issues in the G-30 Study – Regulation as Risk Management (continued)

The above analysis indicates that the G-30 study and its proposals on self-regulation and
self-supervision were consistent with prevailing thinking in the transnational policy
community. The study became an important consultative document in policy circles but
the influence of the report was achieved through informal mechanisms. The impact of
the report lay in it being an integral part of a broader policy effort. The principles
promoted by the G-30 were replicated in the work of more formal (and less ad hoc)
actors. What follows is a more detailed discussion of these ideas and the policy
implications.

The G-30 report put the emphasis on expert knowledge, for practitioners and public
sector officials alike. The private sector, being at the forefront of developments of
instruments and techniques, had a clear advantage in terms of know-how. It also
offered an appealing pay scale and performance-related bonuses, both of which helped
attract those most qualified and competent. Matching this know-how, or even attaining
sufficient expertise to monitor activity is a continuous challenge for the official sector.156
In the United States, the Federal Reserve has been relatively successful at recruiting and
retaining competent staff, while other public agencies have found it harder to offer
packages could compete with the remuneration levels of the private sector. Many
agencies had that been implementing the type of training followed by banking staff,
despite its expense. They also used secondments with financial institutions and pursued
aggressive recruitment; in the United Kingdom, the FSA employed former industry staff,
individuals with supervisory expertise, people with a quantitative background and
information technology specialists.157

The G-30 study made internal risk management a regulatory and supervisory tool,
despite the shortcomings associated with the models in question. Value-at-risk (VaR), a
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This is a point amply documented in light of the financial crisis but it was consistently emphasised
throughout the period of this study during interviews with public sector officials both in the United States
and the United Kingdom.
157
Research interviews with public sector officials in the United States and the United Kingdom
(interviews with Gregory Eller, Michael Brosnan and Alan Cathcart).
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model first developed for the quantitative calculation of market risk was seen as a
dependable tool and well suited to disclosure. VaR is a summary risk number that does
not reveal anything about strategy, what markets an institution is active in or the
direction in which it is positioned. But, as the financial crisis has since revealed, these
models are less reliable under conditions of high volatility and the data they use limits
their validity to ‘normal’ times. Measurement of other types of risk also eventually
relied on VaR. Applied to determine credit risk exposure, “the process of modelling
credit risk [was] still as much art as science for most banks”, however (Meyer, 2000b: 4).
Assessing operational risk was even more problematic.158 Finally, models are only ever
as good as the people operating them. Disclosure, both quantitative and qualitative as
advocated by the G-30 study, related to risk management models and techniques. But
there was an underlying assumption of more informal market discipline mechanisms at
play also. Financial institutions are often in a position to monitor the activities of their
rivals; Wall Street and the City are small communities where gossip, the free movement
of employees (especially loan officers and traders) and competition for the same clients
all reveal a lot about a firm’s overall policy.159

This analysis of the main themes of the G-30 report and their relevance with relation to
the practices and principles of the wider transnational policy community leads to four
sets of observations. Firstly, in the case of this study, specific agreement on the issues
and implementation of the proposals were less important than espousal of the key
principles of self-regulation and self-supervision advocated in the report. The club
model served to generate consensus among public and private sector officials in the
preparation of the proposals on global institutions and systemic risk. Secondly, club
model politics as seen through the G-30 helped foster agreement and coherence. The

158

There was, in the late 1990s, a clear divide in expectations on operational risk modelling. In interviews,
Robert Moritz of PricewaterhouseCoopers was very optimistic about models in general, and a figure on
operational risk in particular. Officials at the Nederlandsche Bank (Ad Huijser and Klaas Knot) maintained
that it would take about twenty-five years for accurate models to be in place, and Richard Boulton of the
FSA called it a ‘philosophical question’. For an analysis on the “invention of operational risk”, see Power
(2005).
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In an interview, Timothy Wilson, an executive of Morgan Stanley, argued that when a large institution
is in trouble, the market tends to identify it first. Public authorities may react or ignore signals for political
reasons.
167

diffusion of skills, the importance of keeping up with the practice and theory of financial
innovation and the promotion of understanding of what is appropriate financial
governance became so ingrained that there was, by the late 1990s, nothing
controversial about the club model. In the words of one Federal Reserve official, “it is
the relationships that are important, not people’s positions”.160 In this context,
therefore, the job description of club members would not have mattered for how they
understood the issues. Thirdly, the club also helped transcend the national/international
divide – members forged transnational ties, whereby links with counterparts abroad are
both strong and relevant: large financial conglomerates share common goals with other
(foreign) institutions of similar size and sophistication more so than they do with the
rest of their (national) financial sector; similarly, regulators and supervisors are closer to
other members of the central banking community than they are to public bodies in their
national context. Finally, the institutional framework within which the G-30 operated
can be said to be one of coordinated standard-setting: the Basel Committee, IOSCO and
IAIS acted as formal coordination mechanisms while less formally, governance was
generated through the interaction of the regulators and supervisors, the private sector
(large conglomerates and global lobbying groups such as the IIF) and a community of
experts.

6.4

The Making of Basel II

As has been discussed above, the G-30 report served an important function by ‘testing’
the ground in the preparation of the revised capital adequacy framework being
undertaken by the Basel Committee, known as Basel II. The development of the Basel
Committee as an influential actor in global financial governance has been well
documented, whether in terms of articulation of respective state interests (Kapstein,
1991; Wood, 2005; Drezner, 2007; Simmons et al., 2008) or in relation to network
governance (Marcussen 2007). Most approaches, however, tend to overlook the role of
private actors, though these have been instrumental in shaping both the process of
governance and the final policy content of Basel II. Yet as the analysis in this chapter
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explains, this is not a straight story of private sector influence. Rather, private actors
have become an integral part of the transnational policy community in charge of global
financial governance.

Indeed the work of the G-30 led to intensified and arguably, institutionalised policy
functions for private actors in the development and eventually the content of Basel II.
This is exemplified most strikingly through the role of the IIF in the process. The
organisation played an active consultative role in the drafting, revision and final version
of Basel II. Beyond its formal role in the extensive consultation process, the IIF was
regularly sounded out and offered consistent feedback, including providing expertise on
highly technical issues; it also, more informally, provided an up-to-date and uniform
overview of private sector preferences and reactions. The end result was that IIF
preferences for market-generated standards and self-regulatory oversight solutions
were internalised in the Basel process, and that consequently, large sophisticated banks
were the best placed and best suited to the ensuing proposals. The IIF represents a wide
variety of institutions (both in terms of size and geographical scope) but in essence, its
positions, especially on questions relating to the Basel process, reflected those of the
big financial players. The predominance of the interests of those players was manifest in
the final text of Basel II. But the consultative process itself was indicative of the growing
policy role of the IIF: the interaction had no typical pattern but took the form of
standard responses to official documents and press releases, private letters, as well as
face-to-face meetings. These informal meetings in particular allowed for an exchange of
views with senior Basel Committee members and proved consistently fruitful in moving
the accord forward. It was widely acknowledged that such informal procedures,
including consultation about what constituted best practice, while not formally
documented, were an essential part of the process.

Basel II, agreed in 2004 after a long period of consultation can be interpreted as the
perfect example of regulatory and supervisory capture: it benefited big players, did not
include tough regulation and its complex approaches were a clear market entry barrier.
Basel II was developed on the basis of a three-pillar framework and with the
understanding that banking rules must reflect the needs and sophistication of large
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global financial institutions. The pillars, minimum capital requirements, supervisory
review and market discipline formally aimed to deliver an Accord more suitable to
financial practices (Basel Committee 2004).

The first pillar (and by far the meatiest part of the accord) dealt with minimum capital
requirements. It offered provisions for banks, with the approval of their supervisors, to
self-assess capital adequacy requirements on the basis of the complexity of their
activities and the status of their internal risk management systems. The largest global
conglomerates, (arguably the most sophisticated but also the least risk-averse), were to
be subject to market-based regulatory arrangements – in essence, internal risk
management practices were institutionalised and financial institutions which could
show that they had well-developed internal systems were relieved from additional
costly regulatory requirements. The second pillar focused on the supervisory review
process, proposing practices that allowed supervisors to evaluate banks’ risk
management techniques and internal procedures and encouraging continuous dialogue
between the private and the public sectors. This had long been the practice in the
United States but the inclusion of the pillar in Basel II formalised the practice of marketbased supervision and encouraged bank-by-bank risk analysis instead of broad
supervisory principles, rules and direction. Finally, the third pillar aimed to strengthen
disclosure requirements and market discipline by improving transparency provisions to
market participants, including access to qualitative information on risk management and
measurement, and hence on the capital adequacy of the institution.

In developing Basel II, it can be said that banking regulators and supervisors had three
key aims. In the first place, the Basel Committee wished to be responsive to the needs
of institutions and designed a capital requirements framework that relied on best
practice in internal systems for identifying and measuring exposure to risk, all the while
acknowledging that different firms require different types of treatment. Secondly, the
Committee set up a framework for active supervision of banks’ internal practices,
eschewing rules for a risk-based system of examinations, case-by-case assessments and
partnership among the regulators and the regulated. Thirdly, the Committee attempted
to encourage market discipline mechanisms, by providing guidelines for improved
170

disclosure and transparency. These aims directly reflect the proposals of the original G30 study and helped consolidate a system of regulation and supervision which has the
interests of transnational financial institutions at its core.

The seemingly technical and apolitical character of Basel II obfuscated important
distributive issues (including for the private sector, Simmons, 2006) and significant costs
for developing countries (Claessens et al., 2008). The Basel II process, by emphasising
public consultation over a five-year period, gained a reputation for rigidity, and was
compared to “trade negotiations” (Tarullo, 2008) and even the United Nations.161 Yet
the formal process was supported by a long-established understanding on the key
principles. Regular and informal public-private sector interaction affects issue-specific
policy outcomes but against the background of a transnational policy community, it can
have a substantial impact on long-term policy directions. In this context, what the G-30
exercise shows is the lack of obvious ‘advocacy’ in pursuit of the principles at the core of
Basel II on behalf of the private sector. On the principles, the transnational policy
community was in agreement.

6.5

Early Tests and Evolving Practices

The principles of self-regulation and self-supervision promoted in the G-30 study and
espoused by the transnational policy community were tested in the immediate
aftermath of the publication of the report by the Asian crisis and, in 1998, by the
collapse of the hedge fund LTCM, which was based on precisely the sort of modelling at
the core of Basel II. Yet neither set of events altered attitudes with regards to the level
and type of regulation and supervision of global institutions. The Asian crisis did not
threaten the survival of major financial institutions and so any lessons for large and
transnationally active banks were limited to questions of transparency and improved
disclosure, and the merits of cross-border cooperation among officials and between
officials and the private sector (Heimann, 1999).
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The failure of LTCM was more problematic for the accepted wisdom on regulatory and
supervisory practices relating to global institutions. LTCM, a hedge fund founded in
1993, was the brainchild of a respected trader, a former Federal Reserve official, and the
1997 Nobel Prize laureates for economics.162 LTCM’s portfolio suffered following the
Russian default of August 1998 and in five weeks, the hedge fund had lost a sizeable $4
billion, leaving its counterparties, mainly global New York-based institutions exposed.
Concern rose that the collapse of the fund could have serious systemic repercussions
and as a result, the Federal Reserve orchestrated a rescue package of the order of $3.65
billion of banks’ own money. The failure of LTCM demonstrated that blind reliance on
theoretical models could be dangerous163 and illustrated the nature of systemic risk
beyond a global core by showing that an increasing number of institutions mattered
because of their interconnections with banks and securities firms. Finally, it gave an
early indication of what market actors expected of public authorities in terms of
intervention. This confidence in self-regulation and self-supervision, even when the
deficiencies of the system were under the spotlight, was arguably facilitated by the
economic climate of the 1990s. After numerous financial system glitches in the 1980s,
economic fundamentals were seen as sound and the financial system overall was
considered healthy, especially in the United States. This gave the Federal Reserve
considerable room for manoeuvre in pushing its preference for self-regulation and selfsupervision.

At the same time, the G-30 report was at the origin of further private sector activity in
the promotion of self-regulation and self-supervision. Firstly, groups such as the
Bankers’ Roundtable found renewed impetus; renamed the Financial Services
Roundtable, this US interest group altered its traditional setting in order to better reflect
financial realities and included non-US members with considerable US holdings and for
the first time, securities firms.164 A different type of initiative was that of the
Counterparty Risk Management Policy Group (CRMPG). Chaired by Gerald Corrigan,
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They were respectively John Meriwether, David Mullins, Robert Merton and Myron Scholes.
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Though note that in subsequent analysis, Mackenzie (2007) shows that the model itself was “neither
right, nor wrong.”
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For more information, see the group’s website, www.bankersround.org.
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Managing Director of Goldman Sachs,165 the group brought together twelve leading
financial firms and produced a study on credit risk management practices (CRMPG,
1999). Another private sector group, the Working Group on Public Disclosure (or Shipley
Group) issued a report on strong disclosure practices by banks and securities firms.166

Absent from the policy process were any serious discussions on the effects of a potential
crisis, and public involvement in particular. “In systemic crises, if the integrity of the
banking system is to be maintained, public funds often must be used to resolve bank
failures” (Goodhart et al., 1998: 118). Public authorities have traditionally assumed
functions of lender-of-last-resort for illiquid institutions and provided a safety net for
the protection of consumers. More awkward was the more ‘unofficial’ role of central
banks as rescuers of insolvent institutions considered ‘too-big-to-fail’. The ‘core’
institutions referred to in the G-30 report were always likely to fall in this category. In
the absence of a clear pattern of private sector accountability, the “cost of the public
sector support for the global financial industry is not properly internalised by the
industry” (Steinherr, 1998: 282). This opened up the possibility that public funds could
be used for the rescue of private financial institutions facing insolvency, with clear
repercussions for taxpayers, as the recent financial crisis demonstrated.

In this context, it is also important to differentiate between ‘private sector’ and ‘market’
and consequently, between self-supervision and market discipline. Despite the
emphasis on transparency both in the G-30 report and the subsequent Basel II
documentation, there were serious doubts as to whether market discipline was being
seriously pursued by either the public or the private sector. Opponents of Basel II
highlighted the shortcomings of the Basel II framework and advocated a subordinated
debt requirement, whereby banks would need to secure their assets with a proportion
of uninsured long-term subordinated debt; the yields on this debt would indicate both
risk appetite and market circumstances (Shadow Financial Regulatory Committee,
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For more information on these private sector initiatives, see Multidisciplinary Working Group on
Enhanced Disclosure (2001).
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2001). In economic terms, market discipline would have amounted to much more than
transparency and disclosure: “transparency of risk and capital positions; incentives to
process information; formulation of unbiased estimates of the probability of default
reflected in appropriate price and quantity sanctions; and bank responses to increase in
price and/or reduction in quantity by reducing exposure or increasing capital” (Herring,
2003). Policy content as sketched by the G-30 and produced by the Basel Committee did
not address these issues. Political considerations in relation to safety nets and deposit
insurance and the central bank function of lender of last resort, especially for
institutions that are ‘too-big-to-fail’ were not treated seriously by the transnational
policy community, providing implicit security to the private sector.

6.6

Conclusions

This chapter examined the G-30 project on global institutions and systemic risk and
established that with this study, the G-30 made a bold statement on self-regulation and
also, self-supervision. The group modified its role by moving away from reports that
scrutinised specific aspects of the financial markets and produced precise
recommendations and follow-up reviews of implementation. The group’s projects on
clearance and settlement of securities and OTC derivatives were considered successful
in that the proposals were duly implemented and provided a benchmark for best
practice. In the case of the study on global institutions and systemic risk, the group did
not offer specific solutions; rather, it presented bold policy directions. The G-30 was no
longer interested in taking credit for the adoption of concrete proposals and instead,
looked to the principles of its study to shape the regulatory and supervisory framework.
In that sense, the G-30 relied on more informal mechanisms of influence and made its
case less on originality or precision/uniqueness of expert knowledge and more on the
basis of its pedigree and the prestige and connections of its members and study group
participants.

The chapter argued that self-regulation and self-supervision as advocated by the G-30
became the policy preference adopted by the transnational policy community at large,
as manifested in the making of the Basel II capital adequacy requirements. The chapter
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underlined that the work of the group was instrumental in the effort to substantially
alter regulatory and supervisory practices, and that it worked as a ‘tester’ and prepared
the ground for Basel II. The G-30 report materialised and informed policy because the G30 had already established itself as an authoritative actor. This suggests that delegation
of authority to a non-formal actor on matters that appear technical and specialised can
legitimise private sector involvement and lead to influence over issues of wider
significance, thus altering the role of the private sector in governance from one of
providing expert advice to one of articulating policy preferences and eventually
producing actual policy. This need not be understood as a ‘grand project’ but rather, as
a ‘cautionary tale’ of what happens when delegation of authority and the internalisation
of private interests in the policy process become the norm. Note that this does not
imply an absence of deliberate influence, however. It is the role of the transnational
policy community to ‘do’ policy and members of the community seek influence for their
ideas.

The chapter also highlights the relative absence of the ‘politics’ from debates on
financial governance. What is surprising in the acceptance of policy principles and
directions that rely so firmly on private sector competence while maintaining a
comfortable safety net is the lack of a more comprehensive discussion on the merits of
self-regulation and self-supervision as long-term policy practices, indeed, the absence of
political conflict. In addition to arguments about the low visibility of finance (Helleiner,
1994), club model politics can help explain how the policy location was defined in such a
manner as to shield the transnational policy community from political debates. In a
confidential environment, the club model determined which actors were to be
consulted on the regulation and supervision of global financial institutions, and who
commanded the necessary respect for their skills and expertise, as well as their financial
clout. As such, the club model also explains why the capture of the policy process
(intellectual or otherwise) remained unnoticed or unquestioned.

With this study on global institutions and systemic risk, and its connection to the Basel II
process, the G-30 sought to maintain its position as a club at the centre of the
transnational policy community, to remain a location for experts to meet and discuss
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policy, and a vehicle for the articulation, dissemination and legitimisation of policy
directions in an increasingly crowded field. Direct influence was not the main purpose of
the activity; but in shaping the debate and establishing the merits of self-regulation and
self-supervision, the group sought to ensure long-term relevance and remain useful to
its members.
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Chapter 7
Conclusion: Club Model Politics, Transnational Policy Communities and
Authority in Global Finance

Just as we cannot rest the notion of the power elite solely upon the institutional
mechanics that lead to its formation, so we cannot rest the notion solely upon the facts
of the origin and career of its personnel. We need both, and we have both – as well as
other bases, among them that of status intermingling.
But it is not only the similarities of social origin, religious affiliation, nativity, and
education that are important to the psychological and social affinities of the members of
the power elite. Even if their recruitment and formal training were more heterogeneous
than they are, these men would still be of quite homogenous social type. For the most
important set of facts about a circle of men is the criteria of admission, of praise, of
honor, of promotion that prevails among them; if they are similar within a circle, then
they will tend as personalities to become similar. The circles that compose the power
elite do tend to have such codes and criteria in common. The co-optation of the social
types to which these common values lead is often more important than any statistics of
common origin and career that we might have at hand (Mills, 1956, 281).

7.

Introduction

This dissertation is concerned with who governs global finance. The analysis of the
previous chapters has shown that non-formal actors have a significant role in
transnational policy processes and that it is important to focus on them closely if we are
to fully grasp the changing nature of global financial governance. This dissertation
argues that once we dig into the actors and processes that underpin who governs global
finance and how, we reveal how policy processes in finance have become transnational
and how private interests are firmly internalised in these processes. The dissertation
does not argue that private sector involvement is new in financial governance; it does,
however, claim that there is something novel in the degree to which public and private
actors act (and think) in tandem and that this state of affairs has serious repercussions
for governance structures and content. This also has important implications for our
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thinking about states and markets and reveals the limitations of approaches that locate
authority among distinct private or public actors.

I have highlighted the importance of a transnational policy community for global
financial governance and, in particular, the ‘club model’ that operates in influential
actors such as the Group of Thirty (G-30). Throughout the dissertation I have used
transnational policy community as a group classification, while the club model refers to
the mechanisms through which the group and its members have influence and replicate
their power. Actors such as the Group of Thirty do reflect a contemporary version of
what C. Wright Mills referred to as the ‘power elite’. The content of the long quote that
begins this concluding chapter applies just as well to the members of the G-30 as it did
to Mills’ political, economic and military elites. What I have described as the club model,
including the importance of peer recognition, prestige, and sense of commitment to
providing public goods through shared activities, has more analytic leverage than
important contributions on epistemic communities, the transnational capitalist class, or
private authority. The club model, which I will recap below, explains why such actors are
sustained even in the absence of common ideological affiliation, uniform expert
knowledge, or being housed in the same institutional environments. When John
Heimann referred to the G-30 as his policy “methadone”, as recounted in Chapter 3, he
was referring not only to a desire to be engaged in policy while in the private sector, but
to a commitment to the provision of public goods; the club assigns value to such a
commitment and in turn draws respect and prestige from it in policy circles. Heimann is
an example of someone who moved through ‘revolving doors’ a great deal in his career
and who has benefited from the reputational gains and prestige drawn from being a
member of the G-30. Through a club model actors such as the G-30 are able to have
sustained influence in the international political economy, in deciding who governs
finance, in delegating authority to particular experts, and also, in influencing the
normative framework for the content of global financial regulation.

This dissertation argues that actors such as the G-30 are important for studies of
International Political Economy because they represent a different type of ‘creature’ in
financial governance that goes beyond traditional distinctions between public and
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private. In the G-30, we have the opportunity to observe the transnational policy
community at work in what has been described as a club model. The club’s members
are significant because they are major experienced individual players and they exhibit
the main social and ideological (in economic terms) characteristics of the transnational
policy community.

The empirical evidence in this dissertation supports the argument that the G-30 has
shaped and promoted a specific policy orientation and practice on crucial financial
issues. The case studies of previous chapters offer evidence of the widespread influence
of G-30 work and provide a comprehensive analysis of how policy recommendations
were produced, promoted and implemented. As detailed in the chapters, participation
in G-30 activities takes two forms: membership and study group involvement. G-30
members have experience of both the public and private sectors and are widely
acknowledged to be concerned with high policy issues. Members join because they are
interested in influencing the outcome of policy debates and they are attracted to the
social aspect of such a high-calibre group. Study group participation is more focused on
expert contributions on financial practice but still based on an interest to have an
understanding of the ‘do’s’ and ‘don’ts’ of global financial governance that is compatible
with private sector concerns and priorities.

This chapter recaps the G-30 as an organisation, and the club model that provides a
mechanism for elite networking among members who have similar social, educational
and professional backgrounds, as well as a meeting place for the transnational financial
policy community. The chapter also summarises the influence of the G-30 in concrete
policy-making terms. The case studies specified that G-30 initiatives faced some
obstacles, notably in convincing US legislators that over-the-counter (OTC) derivatives
instruments were useful and safe in light of some substantial and well-publicised losses.
Yet overall, objections did not have a considerable impact on policy-making. As
demonstrated in the previous chapters, in addition to OTC derivatives (non-) regulation,
the G-30 was effective in steering harmonisation in securities clearance and settlement,
as well as producing an early blueprint for what became the Basel II accord. This is
indicative of the history of self-regulation in the banking and securities industries,
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especially in the United States and the United Kingdom. While most pronounced in
these systems, the delinking of financial regulation from domestic policy goals, often for
a ‘level playing field’, has been a transnational trend pushed by the G-30. This suggests
that a clear contrast between public and private is no longer especially relevant or even
clear as interests and priorities are defined along transnational lines. It also tells us that
there is more than one kind of ‘public’: in financial policy-making, differentiating
between regulatory and supervisory authorities on the one hand, and governments and
the legislative process on the other, seems to be more meaningful.

This chapter also explores the political element of the drive to self-regulation and selfsupervision indicated in the analysis of G-30 work. It argues that the process is two-fold:
the endorsement of principles and the promotion of best practice standards gives public
authorities a role in developments, while the private sector has an incentive to selfregulate responsibly in order to pre-empt intrusive public intervention. Financial
stability is a common goal for members of the transnational policy community (who
define it in specific economic terms) but for the system to be healthy, the probability of
market failure could not be driven to zero; public authorities felt the need to ensure
that they did not condone reckless behaviour. In this context, ‘who decides’ is of great
importance and opens up crucial questions regarding the accountability and legitimacy
of global governance arrangements.

These are questions that were recently raised by the financial crisis. Accordingly, this
chapter discusses the relationship between the transnational policy community and the
plethora of reports and commissions that emerged during the crisis. This situation
produced a lot of ‘noise’ within the transnational policy community and placed the G-30
on the back foot in being forced to react to events rather than being in the foreground
or have the benefit of leading a field during a period of relative calm. I find that despite
the noise in the system following the crisis, the degree of financial reform and extent to
which global financial governance are being transformed is not dramatic. Through the
noise and smoke the club model matters for policy continuity and for perceptions of
prestige and esteem among those who created the rules that led (and exacerbated) the
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crisis in the first place. The club model helps us to understand why so little change is
occurring, even if we can find dissenting voices among the ranks.

The chapter concludes that, in the current setting of global financial governance, the
work of the G-30 is not controversial and that in many ways, the G-30 is an organisation
that is a product as well as a representation of the transnational policy community. In
this context, it considers how empirical work on the G-30 can assist us in improving our
broader understanding of financial governance. The dissertation closes with an agenda
for future research.

7.1

The G-30 and the Club Model of Global Financial Governance

The G-30 brings together a select ‘thirty’, a group of individuals who hold key positions
in financial policy making, are leaders in the banking world, or are reputable academics.
Most have experience of the public and the private sector and members’ careers have
followed similar patterns and are linked to the prevalent neoliberal economic practices
and principles of the last two decades. The group presents an Anglo-American bias. A
large number of the group’s members are from the United States and the United
Kingdom and for the most part, members have followed graduate studies in US
universities and have similar educational backgrounds. The members of the G-30 belong
to a club model in that they see the group as a source of prestige and respect, and that
they follow its rules and believe in the provision of a global public good from an
exclusive group. The club differs from an epistemic community in permitting material
self-interest to play a strong role, as well as from a transnational capitalist class, in that
no rigid ideological commitment is required or evident. The club permits continuity and
strategic planning to stay ahead of the regulatory agenda. As will be discussed below,
the club is resilient but not agile in reacting to crisis.

As stated in this dissertation, the G-30 has two main functions. The first is to provide a
setting for expert discussion and promote regular dialogue among individuals whose
professional affiliations are in the public and private sector. By being members of the G30, ‘club’ members appreciate a comfort level in the informal and closed surroundings,
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while also being able to socialise and receive prestige through peer recognition. The G30 provides the opportunity for regulators and supervisors to see the private sector as it
sees itself, and for the private sector to understand public authorities as they
understand themselves. The group offers such interaction as a process as opposed to a
snap shot, and interviews with members indicate that this is valuable to them.

The second function of the group is to commission and publish studies on financial
matters of interest to the transnational policy community. As the case studies of this
dissertation specify, reports deal with niche issues and provide solutions and expert
advice on the details of the financial system. Recommendations are of high quality, but
they are also straightforward with regards to the principles they advocate, promoting
private sector involvement, self-regulation and ultimately, self-supervision. In so doing,
they clearly internalise private sector interests in the policy process. It is important to
note that the group undertakes projects on a one-off basis and does not systematically
tackle topics, thus asserting influence without displaying consistent lobbying patterns or
undertaking long-term representation or responsibility on a particular issue. The
published output of the G-30 is about the diffusion of expert knowledge relating to
policy. The specifics of financial activity and the ideas on best practice and courses of
development are well known in the risk management departments of major banks and
securities firms and G-30 reports have spread these ideas from the specialists to
regulatory and supervisory circles.

The two functions of the G-30 are interrelated. The prestigious membership is
instrumental in the successful development of published material; it is a major factor in
the capacity of the G-30 to attract experts to its study groups and to obtain survey
responses and funding from the private sector. At the same time, as the analysis of
Chapter 3 stipulates, the public role was a condition for the group’s formation.
Discussions among members involve some debate on the merits of different policy
directions and, sometimes, disagreement. By contrast, the reports provide clear policy
guidelines and endorse broad self-regulation and self-supervision trends. In this context,
members are associated with the public output of the G-30 even when they do not
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directly participate in the making of reports. Public sector members indicate that they
are receptive to dialogue and arguably, compromise, simply by joining the group.

The dissertation has identified expertise, economic strength and elite dynamics as the
main sources of influence of the group. It has also assessed this influence, tracing the
progress of proposals advocated by the group in policy debates, the formulation of
policy and its implementation. The analysis indicates that the group affected the
specifics of financial policy but also its general direction in the establishment of the
principles of self-regulation and self-supervision as the norm in global financial
governance. Moreover, the G-30 has at once been both an organisation that facilitates
regular public-private dialogue, and a reflection of delegation of authority to the private
sector. Finally, the G-30 case shows that major shifts in the nature of global financial
regulation and supervision occurred gradually and often on the basis of technical
considerations. The private sector took on governance functions because of its expert
position; through the formation of a public-private transnational policy community this
role became quasi-institutionalised and widely seen as legitimate. In this context, this
dissertation goes further than recent work which focuses on delegation of authority to
the private sector (Abdelal 2007); in particular, it highlights that delegation is an
incremental process with long-term (unintended) consequences which might not be
reversible. Delegated authority, once established, may be lost as the non-formal actor
finds itself in a position to frame debates and initiate policy making activity
independently. Pauly warned that “when states delegate effective authority to actors in
private markets, both the act of delegation and the future performance of those actors
have implications for their own continued legitimacy” (Pauly, 1997: 18), something
exposed by the recent financial crisis.

7.2

Reports, Influence and Principal Empirical Conclusions

G-30 influence and authority work primarily through the group’s public work. The
dissertation examined three case studies and appraised the impact of G-30 projects on
policy making. The analysis is conclusive: findings support the argument that the G-30,

183

through the preparation and publication of reports, influenced the debate, and also,
affected the final outcomes of three crucial policy issues.

The first major G-30 project on the details of the system, the ‘plumbing and wiring’,
tackled clearance and settlement of securities. With this work, the G-30 found its niche
as an influential actor on technical financial matters: the group created a policy location
for itself by dealing with a topic on which both public authorities and practitioners
needed guidance and clarification. There was a general lack of specialised knowledge in
the regulatory and supervisory community and concern, especially after the stock
market crash of 1987, and including on the part of the private sector, that something
needed to be done. The second report considered in this dissertation delivered
recommendations on the use of OTC derivatives. The topic of derivatives was more
popular but equally complex, and the G-30 provided much needed direction in an
emerging policy issue. The G-30 saw its role as assisting public authorities by
documenting procedures and by promoting best practice standards; simultaneously, the
group gave the private sector the opportunity to register their version of what was
required first, thus setting the parameters of the debate and averting intrusive
regulatory involvement. The final case study concerns the G-30 report on global
institutions and systemic risk. In this instance, the group entered the policy debate on a
wide issue and boldly advocated self-regulation and self-supervision. The G-30 produced
proposals that dealt with the system as a whole and which went parallel to proposals
under preparation for the Basel II Accord. The group was less interested in concrete
implementation; it focused on the adoption of policy directions instead. With this
report, the G-30 sought to offer a representative picture of the expert views of the
transnational policy community on regulation and supervision, eventually providing the
private sector with a strong foundation on which to build efforts to become more
involved in policy making and more autonomous of public authorities.

The analysis of chapters 4 and 5 establishes that the clearance and settlement project
and the work on OTC derivatives achieved their goals, and that G-30 proposals were
adopted and implemented. Chapter 6 explains that the main principles of the G-30
study on global institutions and systemic risk were broadly accepted and that, although
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there was no organised execution of proposals, the ideas took their hold on policy
making.

As such, the G-30’s reports and policy influence evolved as follows: from occupying a
vacancy in technical expertise, to propagating a regulatory solution, to advocating broad
principles of regulation as risk management. This is a story about the growing legitimacy
of the G-30 as an actor in a transnational policy community. The clearance and
settlements report built the group’s reputation and legitimised its policy role. The G-30
used this in its report on OTC derivatives, a study that was essentially a private initiative
and a self-interested attempt by the private sector to frame the debate beyond the
transnational policy community itself. The final report examined in the dissertation, on
global institutions and systemic risk, reinforced the group’s position in the transnational
policy community. The initiative was informally integrated in the wider policy processes
and served the purpose of checking the mood of the policy community on the question
of institutionalising self-regulation and self-supervision.

Another issue that emerges from the examination of the public work of the group is the
relevance of ‘who decides what’ on the details of the system. The G-30 started its
scrutiny of the financial system with clearance and settlement in securities, a dry and
obscure topic even for many of the experts. This undertaking, in turn, led to a role in
defining the issues and deciding policy on OTC derivatives instruments. The G-30 was
the first organisation to produce a study with recommendations for dealers, end-users,
regulators and supervisors. The study was embraced by the financial policy community
who used it to validate its opposition to additional regulatory activity in public fora,
including the US Congress. We essentially witness the G-30 affecting both the mode of
policy making and the content of policy. Finally, in its work on global institutions and
systemic risk, the G-30 explicitly moved from the specific to the general. The group
widened its agenda and provided, not precise recommendations, but policy directions.
Prestige can be an important factor in giving a forum a louder voice (Radaelli, 1995: 170171) and it undoubtedly helped the G-30 to have its ideas heard, promoted and
implemented. In the end, it also made it the ‘right’ type of actor to air the prevalent
opinions of the transnational policy community. As suggested in the introductory
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chapter, the club model brings together those who increasing were able to write the
rules for global finance and reinforced their own conception of their behaviour as
honourable and for a broader public good (like Mills’ ‘power elites’, Mills, 1956: 281).

Given the members of the G-30 and their training, it is not surprising that the regulatory
trends assessed in this dissertation follow patterns and trends developed in the United
States and the United Kingdom. The clearance and settlement project saw the United
States and Britain at the forefront of efforts, even when they did not fully comply with
what was being recommended themselves. European public officials appeared, at that
early stage, less enthusiastic, while emerging markets were keen to jump on board. This
suggests that national variations prevailed but that for ‘new’ entrants to the financial
system, there were stronger incentives to follow the guidance of the emerging
transnational policy community (cf. Mosley, 2003; Chwieroth, 2010). The OTC
derivatives study is also characterised by an Anglo-American focus, largely justified by
the fact that major OTC derivatives players were mostly New York-based financial
institutions operating in New York and London. Finally, the report on global institutions
and systemic risk promoted versions of global financial governance that focused on selfregulation and self-supervision, principles intellectually developed and often better
received in the United States. The implications of the adoption of these principles are
much wider, however, especially as adapted in the Basel II and subsequent EU
standards. The pro-cyclicality of Basel II has since been acknowledged by a number of
reports and scholars (including in the group’s own work, G-30, 2010), especially in terms
of the standards’ reliance on regulation as risk management, as encouraged by the G-30
(Seabrooke and Tsingou, 2009). In this manner the dissertation reveals that we need to
move beyond the idea that crisis is followed by regulation; and that much of the
sustained regulatory activity is derived from actors such as the G-30 during periods of
calm rather than in periods of crisis.
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7.3

Elites, Transnational Policy Communities and the Politics of Global Financial

Governance

The G-30 provides ample evidence of the importance of personal relationships and the
extent to which a group of people with similar social, educational and professional
backgrounds actually interacts in a variety of settings. For G-30 members, crossmembership is commonplace rather than the exception. Individuals who work in the
private sector tend to represent their financial institutions in industry groups such as the
Institute of International Finance (IIF) and the International Swaps and Derivatives
Association (ISDA) or in one-off private initiatives such as the Derivatives Policy Group
and the Counterparty Risk Management Policy Group. Public sector officials are, or have
been, also involved in the Basel Committee or other committees of the Basel process.
This inevitably creates a climate of familiarity, especially considering that the practice of
‘revolving doors’ and the frequent movement of individuals between institutions in the
public and private sectors has become the norm in global finance. In this sense, the G-30
acquired quasi-policy making functions also because its target audience is the same
transnational financial policy community of which it is an integral part (see Appendix 3d
for an illustration of ‘revolving doors’ in the G-30 through a network map).

A further theme is the apparent absence of struggle or political conflict in the promotion
of G-30 work, and its seamless incorporation in policy-making approaches and
implementation. The dissertation puts forward a number of explanations for the relative
ease with which a set of non-formal initiatives promoting self-regulation and selfsupervision were accepted by the wider policy community. Firstly, there exists a
tradition of self-regulation in the banking and securities industries (Coleman, 1994;
Moran, 1991) and financial matters attract little attention, due to their technical and
specialised nature (Helleiner, 1994: 19, 203). An additional factor lies in the prevalent
position of neoliberal economic principles and the limited access of alternative
viewpoints to policy making circles. One process here is the ‘scientisation’ of financial
and monetary policy to attempt to remove it from the political realm (Marcussen, 2007,
2009).
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In the aftermath of the financial crisis different voices have been heard with regards to
the nature of the global financial architecture, including by major individual players such
as financiers George Soros and Warren Buffet. However, the focus has mostly been on
the financial system at large and questions of inclusion and exclusion and not on specific
policy directions which as this dissertation shows, have nevertheless proved crucial for
the changing nature of financial governance. The dissertation also explains that
expertise and knowledge determine who has the upper hand in the policy game.
Regulators and supervisors do not have the resources to lead developments and are
often lagging behind in terms of information on techniques and practices. The
dissertation further suggests that the economic conditions, especially in the Unites
States, were favourable; economic fundamentals in the 1990s were sound and public
trust high, giving public authorities the confidence to delegate authority.

The private sector has maintained a strong interest in the delegation of authority to the
extent that it has an interest in being regulated as long as the regulations are market
friendly. This interest also long coincided with the goals of public authorities. The
dissertation argues that actors such as the G-30 are instrumental in bringing about this
degree of agreement among public and private participants in the financial markets.
Regulation and supervision as advocated by the G-30 and practised by official bodies,
especially in the United States, has not been about controlling the banking system or
constraining activities. Regulators are wary of being an obstacle to the market, imposing
procedures that are too bureaucratic and slow. Public functions focus on ensuring that
activities are conducted in a safe and sound manner, on preventing failure via quality
management and on dealing swiftly with the consequences should a problem occur.
Officials accept that there are always going to be mistakes but remain unclear as to how
low the probability of such mistakes should go. Prior to the crisis nervousness about
whether or not there were enough incentives in place to keep excessive risk taking to a
minimum were raised. The vulnerability of the system was recognised, but financial
institutions tend to follow strategies as long as things continue to go well and if their
main competitors are doing the same thing. In the face of anxiety about excessive risk,
the transnational policy community turned more heavily towards transparency and
disclosure, and to promoting voluntary and flexible standards, as opposed to formal
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rules (even rules decided by the industry), which would freeze practice. During this
period, the absence of the ‘politics’ of global financial governance was also evident in
the relative lack of discussions on the legitimacy and accountability of current and
emerging governance arrangements of regulation and supervision of the banking
industry. Financial issues, as discussed by the G-30 but also by the transnational policy
community as a whole, were defined in purely technical and expert terms. Efficiency
and stability as policy goals superseded possible alternatives such as social justice.
Importantly, the public sector members of the policy community were equally reluctant
to delve into a political debate of these issues. This, along with the type of policies
advocated (namely self-regulation and self-supervision), are indicative of capture of the
policy process by the private sector (albeit, this dissertation argues, capture mostly of an
intellectual nature). The preceding chapters provided evidence of this in particular
policy matters. It has not, however, considered how the G-30 and the transnational
policy community reacted to the crisis, a topic to which I now turn.

7.4

The Transnational Policy Community and the Financial Crisis

The financial crisis of 2007-9, and the subsequent sovereign debt crisis of 2009-11, have
placed the transnational policy community under a great deal of pressure as the
financial collapse of large financial institutions, the cost to taxpayers, and the links
between particular financial instruments and general economic uncertainty have
prompted waves of calls for reregulation. There are excellent summaries of the origins
of the crisis, which I will not repeat here (Helleiner, Pagliari and Zimmermann, 2010;
Helleiner and Pagliari, 2011). In the context of this dissertation it is important to
recognise that the transnational policy community in the wake of the crisis is best
described as under stress but not broken. The coherence demonstrated in the 1990s by
the Group of Thirty and the transnational policy community in finance gave way to more
adversarial debates. Nevertheless, much of the agenda continues to be formulated by
the same policy community of experts and focuses on tweaking rather than reforming
the system. The key terms of the implicit contract between public and private, between
finance and the state, remain unchallenged despite protests. The special role of the
financial sector is, if anything reinforced even if the transnational policy community has
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spoken with multiple rather than singular voices on issues such as macroprudential
regulation, a financial transactions tax, and curbing bankers’ bonuses. Specifically, the
governance arrangements in place at the start of the crisis have significantly affected
the scope, as well as the intellectual and institutional parameters of international
regulatory change. This allows us to see why the bulk of reform proposals have been
more about adjusting and safeguarding the system rather than instigating wholesale
change. I suggest that the club model, in particular, and the transnational policy
community, more broadly, continue to decide who is an expert and what expert
knowledge is required for financial reform, as well as the terms on which financial
reform debates take place.

Financial governance arrangements in the summer of 2007 were the product of a
transnational policy community of key financial actors formed gradually over the past
thirty years to bring much-needed technical expertise and coordination to policy-making
and to address issues arising from liberalisation and intensive financial innovation from
the 1980s onwards. The concept of transnational policy community is key to
understanding global financial governance as it best captures the process of public and
private actor interaction in the making of global financial policy, as well as the variety of
settings (such as the G-30) within which this interaction takes place. This makes for a
close-knit and coherent community and acts as an exclusionary mechanism to
alternative (including more domestically focused) understandings of financial
governance. While the formation of a transnational policy community permits a
common conversation on issues of financial regulation, a more pronounced form of
interaction is the club model described in this dissertation. The club model is especially
effective, I suggest, in providing continuity and anticipating regulatory developments. It
does less well in reacting to crises as they happen.

As seen in Chapter 6, the Basel II accord agreed in 2004 required a long period of
consultation as actors such as the G-30 and the Institute for International Finance
produced studies to influence the content of the regulations (Basel Committee, 2004).
As previously discussed, Basel II has been interpreted as the perfect example of
regulatory and supervisory capture: its three-pillar framework, covering minimum
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capital requirements, supervisory review and market discipline are suited to the needs
and sophistication of financial institutions. Put differently, Basel II is an instance of overproduction of financial innovation and under-production of regulatory standards.167
There is now a consensus that this mix significantly contributed to pro-cyclical lending,
the boom in areas such as mortgages (Schwartz and Seabrooke, 2009), both of which
were important factors in the financial crisis.

When observing the regulatory framework before the manifestation of the credit crisis,
we see four key governance features. The four features are:

1. A norm shift, from regulators telling financial institutions what to do to them
asking financial institutions what they do.
2. The extent of regulatory capture, whereby private sector interests are fully
internalised in the policy process.
3. The depoliticisation of finance, with regulatory and market practitioners
detached from agencies conventionally understood as public in the domestic
arena.
4. The extent to which standards for financial activity are set through semi-formal
and informal transnational governance networks.

Through these four features a few select financial institutions in highly advanced
financial centres and actors like the G-30 came to define what is understood as
appropriate regulation of global financial activity in general, as well as the appropriate
mechanisms and policy locations for generating those rules. These governance features
became prominent in the 1990s and especially after 2000 when the footing for a
transnational policy community in global finance became even more secure.

167

As discussed in Chapter 6, the development of the Basel Committee as an influential actor in global
financial governance has been well documented (Kapstein, 1994; Wood, 2005). Other work has also
focused on state preferences for standard setting bodies such as the Basel Committee in questions of
banking regulation (Drezner, 2007) or explored diffusion mechanisms in the production of international
agreements and standards as linked to understandings of the self-interest of states (Simmons et al,.
2008). Elsewhere, the literature has explored the activities of the Basel Committee in terms of network
governance (Marcussen, 2009).
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In the first phase of the crisis, up to the summer of 2008, responses were characterised
by a certain degree of complacency and were broadly two-fold. The first type of
response was a case-by-case approach to the predicaments of individual financial
institutions, such as the bail-out and eventual nationalisation of Northern Rock in the
United Kingdom, the Federal Reserve-supported buy-out of Bear Stearns by JP Morgan
Chase in the United States, and the bail-outs of Sachsen LB and IKB in Germany. The
second type of response was in a systemic context, wherein central banks injected
liquidity and the key standard fora, such as the Financial Stability Forum (FSF), produced
recommendations on “Enhancing Market and Institutional Resilience” (FSF 2008). The
industry itself exhibited some humility with the publication of an IIF report on market
best practice which focused on risk management but also questions of executive pay
and the role of credit rating agencies.

Policy responses intensified from September 2008 and were framed in explicitly
systemic terms. Bail-outs and take-overs were orchestrated (notably partnationalisation of the insurer AIG, nationalisation of agencies Fannie Mae and Freddie
Mac - and the take-over of Merrill Lynch by Bank of America and of HBOS by Lloyds TSB),
with the significant exception of the case of Lehman Brothers which underlined that
teaching market discipline amid a crisis can pose its own challenges. Cross-border
cooperation was shown to work, as demonstrated in the instances of Fortis and Dexia
and the involvement of Benelux and French authorities, or fail, as revealed by British
and Icelandic disagreements in the aftermath of the near-failure and subsequent
nationalisation of Landsbanki. The business model of investment banking was also put
into question. On the policy side, specific rescue plans were put in place, both in the
United States and Europe as authorities struggled to restore confidence in the system, in
terms of ensuring liquidity, safeguarding large institutions and insuring deposits.
Discussions of the effects of the crisis on the real economy became more central to
analyses as the use of taxpayer funds needed to be explained and justified, a reminder
of the importance of the fiscal and thus national dimension of financial stability.

At the global level, the focus became one of coordination and a (re)discovery of the
institutions and fora available for managing the crisis and debating reform of the
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system. High expectations were attached to the activities of the G-20 and the
International Monetary Fund (IMF), the now renamed and expanded Financial Stability
Board (FSB - formerly FSF) were reassessed, while standard-setting bodies such as the
Basel Committee and the International Organization of Securities Commissions (IOSCO)
expanded their memberships and produced guidance on technical issues. Elsewhere,
the process of discovery or rediscovery led to increased membership and renewed
interest in the International Association of Deposit Insurers, and a reliance on ExportImport banks and other such “anachronisms”.

7.5

The Group of Thirty in a Crowded Crisis

With the revival of some anachronisms and the emergence of a plethora of commissions
and reports, the G-30 found itself in a mixed crowd, with more noise than signal. Its own
report (G-30, 2009) had resonance due to the people associated with it, such as Paul
Volcker, who were viewed as not having directly profited from the system that fuelled
the crisis. While the report did not go as far as the ‘Volcker Rule’ - that sought to shield
commercial banking from investment banking - it recognised a full-blown financial crisis.
It also implicitly accepted that it did not have first-mover advantage or a particular
profile compared to competing reports in tackling the crisis and acknowledged the FSB
as the key body in rule-setting (G-30, 2010: 34). The subsequent 2010 G-30 report on
macroprudential regulation comments on procyclicality in the financial sector, including
the use of Value-at-Risk (VaR) as a technique (G-30, 2010: 30, 47). As a propagator of
VaR in the G-30’s work on derivatives (based on the Merrill Lynch model, as discussed in
Chapter 5) and also the supervision of global financial conglomerates (as discussed in
Chapter 6), this admission is an important one. The report suggests that procyclicality
may have been a long-term weakness for VaR; increasing financial complexity and less
liquid holdings are to blame when combined with the widespread use of VaR in a
manner that ignored what happens if all the firms in the market stop trading at the
same time (G-30, 2010: 47). The G-30’s recommendation on addressing the issue is
stress-calculated VaR.
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The report calls for macroprudential regulation, liquidity buffers, core funding ratios and
stress testing, not unlike many other reports from the period. Importantly, the 2010 G30 Working Group report notably shifts the emphasis to national governments in how
they may choose to implement macroprudential regulation, with particular
encouragement for the central bank playing a role in the implementation of
macroprudential regulation. The report concludes: “Taking the punchbowl away during
the party is never popular. Therefore, those charged with these new responsibilities,
whether they are inside or outside a central bank, should be assured of their
independence and authority, and that independence should be balanced by a necessary
degree of transparency and accountability” (G-30, 2010: 68).

In short, political will is required for new financial regulations and those implementing
them should decide on a national basis but be removed from political interests. In
contrast to earlier reports discussed in this dissertation, this report and the 2009 report
failed to distinguish themselves from the crowd or to provide a challenge to how
practices should be developed. Most importantly, the G-30 report on financial stability
was a reaction to a crisis rather than forging new territory. In the past the group was not
in the habit of reacting to events, but the crisis was considered simply too big for the
group to remain silent. This does not suggest the irrelevance of the G-30 for the crisis,
far from it, but that the club model is suited to policy creation and manipulation rather
than being nimble in responding with a unique and singular voice during a period of
acute uncertainty.

Other reports included the aforementioned FSF report on broad standards and the IIF
report covering market practices, but also reports by the Counterparty Risk
Management Policy Group (a private sector initiative on market practices and systemic
risk), the Geneva Report (a technical expert report on financial regulation), the report of
the High Level Group on Financial Supervision in the European Union (EU) (known as the
de Larosière report and focusing on consolidating and rationalising supervision in the
EU) and the Turner Review (produced under the auspices of the UK Financial Services
Authority). To these assessments and recommendations have been added several
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formal pronouncements, especially in the context of the G-20 (see Helleiner, 2009), as
well as guidance documentation by established standard-setting bodies.

On the content of regulation, reform proposals have focused on elements seen as key to
the crisis: addressing the weaknesses and missing elements in risk management,
introducing counter-cyclicality measures and establishing improved systemic oversight
with macroprudential regulation. This is the case for the Basel Committee, both in terms
of early post-crisis complementing provisions for Basel II and in the development of
Basel III (Basel Committee, 2009a, 2009b and 2011).

Some of these regulatory changes represent a significant shift in practice; regulation as
risk management was a key feature of the system which, regardless of the models’
weaknesses, focused on return: “enthusiasm about return gave way to hubris and a
collective blind eye was turned to the resulting risk” (Haldane 2009a: 5), with risk
management used to manage regulation as much as risk. This has been especially
highlighted in the case of over-the-counter derivatives, where proposals to document
trades in central counterparties and thus map counterparties across the system are seen
as measures which will “enable the government to comprehensively regulate the OTC
derivatives market for the first time” (Geithner, 2009). Such reforms to OTC derivatives
markets would mark a clear departure from the system advocated by the G-30 and the
transnational policy community up until the crisis. However, there have been significant
political obstacles to the adoption of these reforms.

In general the reform proposals also invariably identify weak links at the periphery of
the crisis, including the role of credit rating agencies, regulation of hedge funds and a
crackdown on tax havens, seen as long-term structural threats to the system by some,
or popular noise by others. What reform proposals have mostly failed to do is to address
financial innovation at the boundaries of regulation or the proliferation of similar risk
management tools and herd behavior. Some recommendations appear to assume that it
is possible to regulate away systemic risk, despite the timidity of concrete plans for
dealing with large financial conglomerates that are commonly assumed to be too-big-tofail. The implicit terms of the contract between finance and the state have been
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generous indeed. Financial conglomerates have been allowed lower capital buffers by
the markets (and eventually by Basel II) because of an implicit guarantee of government
assistance or bail-out. And in a time of crisis, as the example of Lehmann Brothers
indicated, moral hazard concerns may be overlooked as “when failures are systemic, the
danger is that one will end up with a morally disciplined but totally devastated
economy” (Goodhart in CSFI 2009: 35). This is unlikely to change and if anything, crisis
management has led to ever larger financial institutions and thus greater moral hazard.
As Andrew Haldane has argued, “Size matters. Historically, the safety net was perceived
to be fur-lined for those of a certain size” (Haldane 2009b: 27) and an ever more
concentrated banking system means that even fewer institutions will in the future be
small enough so that they are allowed to fail or even unwound in an orderly manner.
This is an issue on which most current reform proposals are timid or silent. The G-30’s
pedestrian response to the crisis also avoided this issue, especially as it was unable to
distinguish itself from many competing actors. Rather, it can be argued, the G-30 sat in
the wings, even if particular club members were vocal, waiting to seek influence through
its own peer networks and on a topic less crowded.

7.6

Intellectual Capture and the Club Model in Crisis

It is fair to state that most reports have been produced by members of the same
transnational policy community responsible for the pre-crisis governance arrangements.
Members of the transnational policy community, in their various capacities, have served
as key individuals in the unfolding of the crisis and its aftermath. Is this a case of the
transnational policy community closing ranks? A clear-cut case of technical expertise?
Or a lack of imagination on where alternative ideas may be found? In fact, their
continuing roles testify of the extent to which the transnational policy community has
claimed (and convinced others of) exclusive expertise of the issues at hand. It has been
amply documented that as finance became more complex, it also became more difficult
for public officials to keep up and compensation structures contributed to a shortage of
competency in the official sector. The relationship between the regulators and the
regulated is thus an unavoidable one and the prospects for intellectual capture are high.
The only way for a regulator to know what needs to be regulated is to find out from
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market participants and hence, proximity to the market is valuable. Moreover, there has
been agreement in the past that regulators should stay one step behind the market so
as not to create market distortions, nor hinder financial innovation. The trick has been
to get the only one step behind part right.168

Even accounting for the closeness of the relationship, however, the absence of fights
over power and predominant economic ideas among official and private sector
practitioners prior to the crisis suggests that the adversarial nature of some post-crisis
exchanges makes the process of regulation appear more confrontational than it actually
is. The revival of market ideas in the past thirty years was accompanied by an aura of
respect and an intellectual inclination to recognise the superiority of these ideas. In
parallel, the sociological phenomenon of compensation in the private sector may have
reduced, among public officials, the sense that they were pursuing a superior good.169
Another aspect, often overlooked, is that for a generation of regulators and supervisors,
the key battle was to make public agencies independent of politics. Their aim was to
avoid political influence as well as short-term electioneering and political interference in
the mechanisms of markets. Over the past thirty years, this led to a situation of capture,
essentially of an intellectual kind, whereby economic ideas about what constituted
appropriate financial regulation came to mirror private sector preferences and confirm
suspicions of political meddling. In turn, it also determined the institutional parameters
of financial governance, contributing to a move to a transnational technocratic
governance framework, where such intellectual capture is more likely to take hold.

In the aftermath of the crisis, some of the glamour of the private sector may have faded,
and the official sector might suffer less from an inferiority complex, but the two sides
are still in this together and informal governance through the Basel Committee or the
FSB remains, strengthened. Among the practitioners of finance, the suspicion of
government priorities in the running of finance is still a vocal concern and doubts are
cast on governments’ ability to be in charge of banks or adopt a longer term perspective
in the shaping of financial regulation. As a result of both this mistrust of politics and the
168
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These ideas have been elaborated in Davies and Green (2008).
Interview with Tommaso Padoa-Schioppa.
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need for expertise, the “grand old men” of finance and their connections have been a
central feature of the responses to the crisis, leaving the membership of the club
essentially unchanged and in any case unchallenged.

As the crisis generates a number of political cleavages, it also provides incentives for
private interests to distinguish themselves from public interests, and vice versa. The
private sector, as represented by the IIF has been savvy, ahead of the curve with
recommendations, shaping the debate in terms of what private institutions think went
wrong and how their behaviour should change, and in turn pushing other aspects off the
agenda.170 By positioning themselves early (indeed, many of the early reform
recommendations originated in the private sector), private actors set the agenda and
attributed much blame on non-banking issues (such as mortgage brokers and credit
rating agencies), exhibiting coherence and defending the interests of banking
institutions, all the while safeguarding the risk management principles of regulation and
suggesting tweaking solutions. The process displays characteristics of traditional
lobbying but also, relies on the long legitimised policy space and functions held by
private actors in the context of the transnational policy community. In this regard
strategy from the private sector relied heavily on how intermingled public and private
have become in the transnational policy making process. Indeed, the phenomenon of
‘revolving doors’ further reinforced both the familiarity and shared understandings
about the crisis and the options for reform – and raised a more practical question of
capture, whereby when regulators are aware that they yet may move to become the
regulated, they might be more attuned to the need for market-friendly regulatory
standards.

As a result, we can see that reform efforts cannot be about the formal structure of
governance arrangements alone (such as the membership of committees and
institutions) but would need to address the informal governance networks through
which privileged access to the policy process actually takes place. As this dissertation
has established, the G-30 is a peak club for how policy is created in an environment
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In the words of a public sector official, the IIF has actually had “a good war” (confidential interview).
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where private and public distinctions matter much less.

While some important

regulatory shifts are taking place, the intellectual and institutional parameters of
international regulatory change are being defined by the protagonists of the pre-crisis
governance arrangements and the key terms of the implicit and generous contract
between finance and the state remain intact. A key reason why this is the case is the
club model of global financial governance – that those establishing the rules prior to the
crisis did so, in part, through bodies such as the G-30, where they received peer
recognition and prestige. With the transnationalisation of financial governance it is
these same people to whom the club is accountable post-crisis when the uncertainty
has faded.

7.6

Future research

The dissertation makes a unique contribution to the field of International Political
Economy by examining the emergence of a transnational policy community and, in
particular, how global financial governance has been shaped by the Group of Thirty. A
key argument here is that the transnational elites studied in this dissertation organise
themselves in a club-like manner and exercise their influence through what I have
described as a club model. The evolution of the G-30 has been described in the previous
pages and chapters and I conclude the thesis by reflecting on avenues for future
research.

First, it is important to ‘unpack’ the transnational policy community and locate how it is
evolving in the post-crisis context. The Basel process offers further opportunities to
observe the transnational policy community in action, including the Basel Committee,
traditional industry representatives and the actors behind additional private initiatives.
The revision of the capital requirements for Basel III opens up the issue of technocratic
adoption of global standards and, through the variation in implementation and
applicability, calls for reconsideration of questions such as who benefits and whose
interests are taken into account when the transnational policy community gets
together. Cross-membership and elite linkages also need to be studied further; they tell
an important story in that, aside from issues related to elite familiarisation, the experts
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and the audience are often indistinguishable. As suggested above, on issues such as
macroprudential regulation there has been a vague consensus but a lack of technical
drive at the transnational level. Understanding how members of the G-30 plan and seek
to influence the international banking regime as Basel III moves into implementation is
of scholarly interest.

A second research direction concerns the study of what I have termed ‘transnational
veto players’ (Tsingou, 2011). Focusing on the semi-formal networked patterns of
financial governance and the role of public, private and hybrid actors at play at the
interface between the various levels of governance, the concept of ‘transnational veto
players’ goes beyond formal constituencies and defined polities to explain processes of
stability and change. Specifically, the concept allows for the examination of a range of
actors who have decisive roles within defined domestic, regional and international
polities but also belong to a transnational policy community: the terms of debate for
policy discussions are informed by their multiple associations and roles at the
transnational level. An important question here is who does the transnational policy
community see as its constituency? To whom are they accountable? During the recent
crisis much was said, as discussed above, about the importance of national frameworks
for the implementation of macroprudential regulation, while the transnational policy
community, including the G-30, did little to actually provide a common framework for its
implementation. Understanding these group dynamics provides a research challenge.

Finally, the club model put forward in this dissertation requires further investigation. As
stated, the club permits internal disagreements while having an external voice, it brings
elites in who share a commitment to a global public good and who see themselves as
endowed with ideas and skills that will afford them peer recognition from other club
members. Those in the club are not required to have a rigid ideological commitment
(like a transnational capitalist class) or even shared technical knowledge (like an
epistemic community). Those involved have a clear material interest to do so; but they
are also driven by the capacity to engage in a policy setting while being able to move
through ‘revolving doors’ to enhance their influence and careers. These actors are highly
strategic while also being highly socialised, a combination that is often treated in binary
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terms in International Relations and International Political Economy, where ‘norm
carriers’, their social environments and their formal strategic interests are neatly
separated (Checkel, 2007; Pouliot, 2008; Chwieroth, 2010). Understanding more about
how actors are able to use ideas and skills within prestige networks also provides a
future challenge that, if met head-on, can enrich our understanding of change in the
world economy and who governs global finance.
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Appendix 1a
CURRENT MEMBERSHIP OF THE GROUP OF THIRTY (December 2011)

Mr. Paul A. Volcker, Chairman of the Board of Trustees, Group of Thirty
Dr. Jacob A. Frenkel, Chairman, Group of Thirty
Chairman, Merrill Lynch International, Inc.
Mr. Geoffrey L. Bell, Executive Secretary, Group of Thirty
President, Geoffrey Bell & Company
Mr. Abdulatif Al-Hamad
Chairman, Arab Fund for Economic and Social Development
Mr. Leszek Balcerowicz
Economist; Former President, National Bank of Poland
Mr. Mark J. Carney
Governor and Chairman, Bank of Canada
Mr. Jaime Caruana
General Manager, Bank for International Settlements
Dr. Domingo Cavallo
Chairman and CEO, DFC Associates, LLC
Mr. E. Gerald Corrigan
Managing Director, Goldman Sachs & Co.
Sr. Guillermo de la Dehesa
Director and Member of the Executive Committee, Santander Central Hispanico
Dr. Mario Draghi
President, European Central Bank (recent member)
Dr. William C. Dudley
Chief Executive Officer, Federal Reserve Bank of New York (recent member)
Dr. Martin Feldstein
Professor of Economics, Harvard University; Former President, National Bureau of
Economic Research
Dr. Roger Ferguson
President and CEO, TIAA-CREF; Former Vice-Chairman, Federal Reserve Board
202

Prof. Stanley Fischer
Governor, Central Bank of Israel
Dr. Arminio Fraga Neto
Partner, Gavea Investimentos Hedge Fund
Mr. Gerd Häusler
Director of the Board, RHJ International; Former Counsellor and Director, International
Capital Markets Department, International Monetary Fund
Dr. Philipp Hildebrand
Chairman of the Governing Board, Swiss National Bank (recent member)
Dr. Mervyn King
Governor, Bank of England
Professor Paul Krugman
Professor of Economics, The Woodrow Wilson School, Princeton University
Dr. Guillermo Ortiz Martinez
Former Governor, Banco de Mexico
Professor Kenneth Rogoff
Professor of Public Policy and Professor of Economics, Harvard University (recent
member)
Mr. Tharman Shanmugaratnam
Minister of Finance, Singapore (recent member)
Mr. Masaaki Shirakawa
Governor, Bank of Japan (recent member)
Dr. Lawrence Summers
Former Director, National Economic Council; Former US Treasury Secretary
Mr. Jean-Claude Trichet
Former President, European Central Bank
Lord Adair Turner
Chairman, Financial Services Authority (recent member)
Sir David Walker, Treasurer, Group of Thirty
Senior Advisor, Morgan Stanley International Inc.
Dr. Zhou Xiaochuan
Governor, People’s Bank of China (recent member)
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Mr. Yutaka Yamaguchi
Former Deputy Governor, Bank of Japan
Mr. Ernesto Zedillo
Director, Yale Center for the Study of Globalization, Yale University

Senior members:
Mr. William R. Rhodes, President and CEO, William R. Rhodes Global Advisors; Senior
Advisor, Citigroup
Professor Marina v N. Whitman, Professor, University Of Michigan
Emeritus Members:
Mr. Richard Debs, Former President, Morgan Stanley
Mr. Jacques de Larosière, President, Eurofi ; Conseiller, BNP Paribas, Former Director,
International Monetary Fund
Professor Gerhard Fels, Former Director, Institut der Deutschen Wirtschaft
Mr. Toyoo Gyohten, President, Institute for International Monetary Affairs
Mr. John Heimann, Senior Advisor, Financial Stability Institute
Mr. Erik Hoffmeyer, Former Governor, Danmarks Nationalbank
Prof. Peter Kenen, Senior Fellow in International Economics, Council on Foreign
Relations; Walker Professor of Economics and International Finance, Princeton
University
Mr. William McDonough, Former Vice-Chairman, Bank of America; Former President,
Federal Reserve Bank of New York
Mr. Shijuro Ogata, Deputy Chairman, The Trilateral Commission; Former Deputy
Governor, Bank of Japan
Dr. Sylvia Ostry, Distinguished Research Fellow, Centre for International Studies,
University of Toronto
Dr. Ernest Stern, Partner and Senior Advisor, The Rohatyn Group; Former Managing
Director, J.P. Morgan Chase
Executive Director: Mr. Stuart P.M. Mackintosh
Source: Group of Thirty website, www.group30.org
Titles reflect educational attainment. Current positions valid in October 2011.
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Appendix 3a
G-30 MEMBERS’ PROFILE (December 2011)
Name and current position; Education; Former positions in the public and private
sectors; International Organisations; Academia; Membership of other groups; Country
of nationality and date of birth.
Paul A. Volcker, Chairman of the Board of Trustees, Group of Thirty
Education: Princeton, Harvard and the London School of Economics.
Public sector: President, Federal Reserve Bank of New York; Chairman, Board of
Governors of the Federal Reserve System.
Private sector: Chase Manhattan.
Academia: various appointments.
Other: trustee, International Accounting Standards Board; Honorary North America (and
former North America Chairman), Trilateral Commission.
(US, 1927).
Jacob Frenkel Chairman of the Group of Thirty
President, Merrill Lynch International.
Education: Hebrew University of Jerusalem (BA), University of Chicago (MA, PhD).
Public sector: Governor, Bank of Israel.
International Organisations: International Monetary Fund.
Academia: University of Chicago, Tel Aviv University.
Other: member of the Board of Directors, Institute of International Finance.
(Israel, 1943).
Geoffrey Bell Executive Secretary, G-30
President, Geoffrey Bell & Co.
Education: London School of Economics.
Public sector: UK Treasury.
Private sector: Schroders.
(UK, 1939)
Abdulatif Y. Al-Hamad
Chairman, Arab Fund for Economic and Social Development.
Education: American University, Cairo, Harvard Graduate School of Arts and Science
(BA).
Public sector: Ministry of Finance, Kuwait.
(Kuwait, 1937).

205

Leszek Balcerowicz
Former President, National Bank of Poland.
Education: Warsaw School of Economics (BA, PhD), St John’s University, New York
(MBA).
Public sector: Deputy Prime Minister; Minister of Finance.
Academia: Warsaw School of Economics.
(Poland, 1947).
Mark J. Carney
Governor, Bank of Canada
Education: Harvard University, University of Oxford (PhD).
Public sector: Senior Associate Deputy Minister of Finance.
Private sector: Goldman Sachs.
Other: Chairman of BIS Committee on the Global Financial System.
(Canada, 1965).
Jaime Caruana
Managing Director, Bank for International Settlements
Education: Univeristy Complutense Madrid.
Public sector: Governor, Bank of Spain; Treasury Department; Bank of Spain.
International Organisations: Director, International Monetary Fund.
Other: former Chairman, Basel Committee.
(Spain, 1952).
Domingo Cavallo
Chairman and CEO, DFC Associates, LLC
Education: National University of Cordoba, Harvard University (PhD).
Public sector: President, Central Bank; Minister of Foreign Affairs/Finance/Economy.
Academia: Robert Kennedy Visiting Professor in Latin American Studies, Harvard
University
(Argentina, 1946)
E. Gerald Corrigan
Managing Director, Goldman Sachs.
Education: Fordham University (PhD).
Public sector: President, Federal Reserve Bank of New York.
Other: former Chairman, Basel Committee.
(US, 1941).
Guillermo de la Dehesa
President, Banco Santander Central Hispanico.
Education: University of Madrid.
Public sector: Bank of Spain; Minister of Finance.
Private sector: Goldman Sachs.
(Spain, 1941).
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Mario Draghi
President, European Central Bank
Education: Rome (BA), Massachusetts Institute of Technology (PhD).
Public sector: Governor, Bank of Italy; Treasury.
International Organisations: Executive Director, World Bank.
Academia: University of Florence.
Other: Chairman, Financial Stability Board
(Italy, 1947).
William C. Dudley
Chief Executive Officer, Federal Bank Reserve of New York
Education: New College, Sarasota (BA), University of California, Berkeley (PhD).
Private sector: Partner and Managing Director, Goldman Sachs.
Other: Former member of the Technical Consultants Group to the Congressional Budget
Office.
(USA, 1952).
Martin Feldstein
Professor of Economics, Harvard University
Education: Harvard, Oxford (PhD).
Academia: Oxford, Harvard.
Other: Former President, National Bureau of Economic Research; Director, Council on
Foreign Relations; member, Trilateral Commission.
(US, 1939).
Roger Ferguson
President and CEO, TIAA-CREF
Education: Harvard University (BA, JD, PhD).
Public sector: Vice-Chairman, Federal Reserve Board and Chairman, Financial Stability
Institute.
Private sector: Partner, McKinsey & Company; Attorney, Davis Polk & Wardwell
(US, 1951).
Stanley Fischer
Governor, Central Bank of Israel.
Education: London School of Economics (BSc, MSc), Massachusetts Institute of
Technology (PhD).
Private sector: President, Citigroup International.
International Organisations: First Deputy Managing Director, International Monetary
Fund.
Academia: University of Chicago, Massachusetts Institute of Technology.
(Israel, formerly US –born Zambia-, 1943).
Arminio Fraga Neto
Partner, Gavea Investimentos hedge fund
Education: Catholic University of Rio de Janeiro, Princeton (PhD).
Public sector: Governor of Banco Central do Brasil
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Private sector: Salomon Brothers; Soros Management Fund.
Academia: Columbia, Wharton School, Getulio Vargas Foundation.
(Brazil, 1958).
Gerd Häusler
Member of the Board of Directors and Senior Advisor, RHJ International
Education: University of Geneva.
Public sector: Deutsche Bundesbank.
Private sector: Dresdner Bank.
International Organisations: Counsellor and Director, International Capital Markets
Department, International Monetary Fund.
(Germany, 1951).
Philipp Hildebrand
Chairman of the Governing Board, Swiss National Bank
Education: University of Toronto (BA), Graduate Institute of International Studies,
Geneva (MA), Oxford (D.Phil).
Private sector: Moore Capital Management; World Economic Forum.
(Switzerland, 1963).
Mervyn King
Governor of the Bank of England.
Education: Cambridge, Harvard.
Academia: Cambridge, Birmingham, London School of Economics.
(UK, 1948).
Paul Krugman
Professor of Economics, Woodrow Wilson School, Princeton.
Education: Massachusetts Institute of Technology (PhD).
Academia: Yale, Stanford, Massachusetts Institute of Technology.
Other: New York Times columnist.
(US, 1953).
Guillermo Ortiz Martinez
Former Governor, Banco de Mexico.
Education: National Autonomous University of Mexico (BA), Stanford (MA, PhD).
Public sector: Ministry of /Finance, Mexico.
International Organisations: Executive Director, International Monetary Fund.
Academia: Stanford, Autonomous University of Mexico, El Colegio de Mexico.
(Mexico, 1948).
Kenneth Rogoff
Professor of Public Policy and Professor of Economics, Harvard University.
Education: Yale (BA), Massachusetts Institute of Technology (PhD).
Public sector: Federal Reserve Board.
International Organisations: Chief Economist and Director of Research, International
Monetary Fund.
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Academia: Princeton.
Other: Council on Foreign Relations, Trilateral Commission.
(USA, 1953).
Lawrence Summers
Former Director of the National Economic Council (USA); Managing Director of D.E.
Shaw (alternative investment firm).
Education: MIT (B.S), Harvard University (PhD).
Public sector: US Treasury Secretary.
International Organisations: Chief Economist, World Bank.
Academia: President, Harvard University; Professor of Economics, Harvard, MIT.
Other: Member of the National Academy of Science.
(USA, 1954).
Tharman Shanmugaratnam
Minister of Finance, Singapore
Education: London School of Economics (BA) and Cambridge (MSc), Harvard (MPA).
Public sector: Monetary Authority, Singapore.
(Germany, 1957).
Masaaki Shirakawa
Governor, Bank of Japan
Education: University of Tokyo (BA).
Academia: Kyoto School of Government
(Japan, 1949).
Jean-Claude Trichet
President, European Central Bank.
Education: Ecole Polytechinque, Institut d’études politiques, Ecole National
d’Administration.
Public sector: Ministry of Finance; Cabinet Councillor (France); Governor, Banque de
France.
(France, 1942).
Adair Turner
Chairman, Financial Services Authority.
Education: Cambridge (BA).
Private sector: McKinsey.
Other: member of the House of Lords.
(UK, 1955).
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David Walker
Senior Advisor, Morgan Stanley International.
Education: Cambridge.
Public sector: Bank of England; Chairman of the Securities Investment Board.
Private sector: Deputy Chairman, Lloyds Bank.
Other: member of the Board of Directors, Institute of International Finance.
(UK, 1935).
Zhou Xiaochuan
Governor, People’s Bank of China.
Education: Beijing Chemical Engineering Institute (BA), Qinghua University (PhD).
Public sector: Assistant Minister of Foreign Trade; President, China Construction Bank;
China Securities Regulatory Commission.
(China, 1948).
Yutaka Yamaguchi
Former Deputy Governor, Bank of Japan.
Education: University of Tokyo (BA).
Public sector: Bank of Japan.
Other: former Chairman of the Committee on the Global Financial System (Bank for
International Settlements).
(Japan, 1940).
Ernesto Zedillo
Director, Yale Center for the Study of Globalization, Yale University.
Education: National Polytechnic Institute, Mexico; Yale University (BA, PhD).
Public sector: President of Mexico (1994-2000).
(Mexico, 1951).

Source: Who’s Who in the World, university and company websites, Group of Thirty
website.
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Appendix 3b
G-30 members through the ‘revolving doors’
G-30 Member

Career path
Regulatory
agency

Public
administration

Paul Volcker Chairman of the
Board of Trustees

SMS

J

Jacob Frenkel –
Chairman

JMS

Geoffrey Bell –
Executive Secretary

E

Abdlatif Al-Hamad

JMS

Leszek Balcerowicz

JMS

JMS

Mark Carney

JMS

JMS

Jaime Caruana

JMS

JMS

Domingo Cavallo

E. Gerald Corrigan

Guillermo de la
Dehesa Romero

International
organisation

Banking
sector

Other
financial
sector

Corporate
sector

E

SR

SR

JMS

JMS

JMS

JMS

JMS

E

Academia

E

JMS

JMS

JMS

JMS

JMS

JMS

JMS

JMS

JMS

JMS
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JMS

SP

Mario Draghi

JMS

William Dudley

JMS

Martin Feldstein

JMS

JMS

JMS

Stanley Fischer

JMS

Arminio Fraga Neto

JMS

Gerd Häusler

JMS

Philipp Hildebrand

JMS

Mervyn King

JMS

JMS

JMS

JMS

JMS

JMS

JMS

JMS

SP

JMS

JMS

JMS

Paul Krugman

JMS

JMS

JMS

Kenneth Rogoff

Tharman
Shanmugaratnam

SP

JMS

Roger Ferguson

Guillermo Ortiz
Martinez

JMS

JMS

JMS

JMS

JMS

JMS

JMS
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Masaaki Shirakawa

JMS

Lawrence Summers

JMS

Jean-Claude Trichet

JMS

Lord Adair Turner

JMS

David Walker

JMS

Yutaka Yamaguchi

JMS

Ernesto Zedillo

Zhou Xiaochuan

JMS

JMS

JMS

JMS

JMS

JMS

JMS

JMS

JMS

SP

JMS

JMS

JMS

JMS

AP

William Rhodes
(senior member)

JMS

Marina Whitman
(senior member)

JMS

E (early career experience only)
JMS (substantial career experience at junior, mid and/or senior level)
SR (semi-retirement experience only)
SP (side project)
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JMS

Appendix 3c
PAST MEMBERS OF THE GROUP OF THIRTY
(Names, most prominent career positions, country of nationality)

Josef Ackerman Spokesman of the Board of Managing Directors, Deutsche Bank AG
(Switzerland)
Montek Ahluwalia Deputy Chairman of Planning Commission; Former Director of the
Independent Evaluation Office, International Monetary Fund (India)
Pedro Aspe Former Minister of Finance (Mexico)
Abdul Aziz AlQuraishi Former government official (Saudi Arabia)
Roberto Campos (*) Former economist, Minister and Senator (Brazil)
Sir Roderick Carnegie Chairman, Hudson Conway Ltd and Adacel Tech. Ltd (Australia)
Max Corden Former Professor of International Economics at the Paul H. Nitze School of
Advanced International Studies, Johns Hopkins University (Australia)
Andrew D. Crockett, Former Managing Director, Bank for International Settlements (UK)
Andre de Lattre Former World Bank official (France)
Jose Martinez de Hoz Former Minister of the Economy (Argentina)
Otmar Emminger (*) Former President of Deutsche Bundesbank (Germany)
Janos Fekete (*) Former Central Banker (Hungary)
Victor Fung, CBE Chairman, Hong Kong Trade Development Council (Hong Kong)
Timothy Geithner US Treasury Secretary, Former President of the Federal Reserve Bank
of New York (USA)
Alan Greenspan Chairman of the Board of Governors of the Federal Reserve System
(USA)
Dr. Wilfried Guth (*) Deutsche Bank AG (Germany)
Armin Gutowski (*) Former President of the Hamburg Institute for Economic Research
(Germany)
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Jawad Hashim Former financial advisor to the Iraqi government (-1977); Former
Manager, Arab Monetary Fund (Iraq)
Thomas Johnson Former President of Manufacturers Hanover (USA)
Yoh Kurosawa (*) Former President of the Industrial Bank of Japan (Japan)
Alexander Lamfalussy Former General Manager of the Bank for International
Settlements; Former President of the European Monetary Institute; Former Chairman of
Committee of Wise Men, European Securities Markets (Belgium)
Anthony Loehnis Former Vice-Chairman of SG Warburg & Co (UK)
Fritz Machlup (*) Former Economist and Consultant to the US Treasury (USA, born
Austria)
Jacques Maisonrouge Former President of IBM World trade; Founder of the Bellagio
Group (France)
Stephen Marris Former economist and international civil servant, Organisation for
Economic Cooperation and Development; Senior Fellow at the Institute for International
Economics (UK)
Michiya Matsukawa (*) Former official at the Ministry of Finance; Senior Executive of
Nikko Securities (Japan)
Jose Antonio Mayobre (*) Former Minister (Venezuela)
C.W. McMahon Former Deputy Governor of the Bank of England (UK)
Saburo Okita (*) Former government economist (Japan)
Suliman Olayan (*) Member of Saudi Arabia business family; Former Chairman of the
Olayan Group (Saudi Arabia)
Tomasso Padoa-Schioppa (*) Former Member of the Executive Board, European Central
Bank; Former Minister of Economy and Finance (Italy)
I.G. Patel Former Governor of the Reserve Bank of India; Former Director of the London
School of Economics (India)
Rupert Pennant-Rea Former Deputy Governor of the Bank of England (UK)
Claude Pierre-Brossolette Former Minister of Finance; Member of the Supervisory
Board of Suez SA (France)
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Karl Otto Pohl Former Chairman of Deutsche Bundesbank (Germany)
Jacques Polak Former Director of Research of the International Monetary Fund (The
Netherlands)
Rt. Hon. Lord Richardson (*) Honorary Chairman, Group of Thirty, Former Governor,
Bank of England (UK)
Robert Roosa Former Undersecretary of the Treasury (USA)
Sir William Ryrie Former Chief Executive of International Financial Corporation, Barings
(UK)
Anthony Solomon (*) Former Chairman of Warburg US; Former President and Chief
Executive Officer of the Federal Reserve Bank of New York (USA)
Robert Solomon Former Director of the Division of International Finance, Federal
Reserve; several government positions (USA)
Herbert Stein (*) Former Chairman of the Council of Economic Advisors; Former Senior
Fellow at the American Enterprise Institute and Wall Street Journal contributor (USA)
Tasuku Takagaki Senior Advisor, Bank of Tokyo-Mitsubishi (Japan)
Cesar Virata Former Minister and Prime Minister (Philippines)
Rod Wagner (*) Former Vice-Chairman of the Board of J.P. Morgan (USA)
Henry Wallich (*) Former Member of the Board of Governors of the Federal Reserve
System (USA, born Germany)
Sir Peter Walters Leading industrialist; Non-Executive Chairman of SmithKline Beecham
(UK)
Dennis Weatherstone (*) Former Chairman and Executive Officer, J.P. Morgan (USA)
Johannes Witteveen First Chairman of the Group of Thirty; Former Minister of Finance;
Former Managing Director of the International Monetary Fund (The Netherlands)

(*) Deceased past member
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Appendix 3d
The Group of Thirty network
An example of the multiple associations and connections of G-30 members can be found
through the use of ‘muckety’, a website created by journalists who trace people and
organisations that are seen as ‘influential’.
The website states that the “Group of Thirty has direct or once-removed relationships
with 175 people, organizations or other entities in our database of the most influential
people in America. Under a scoring system that gives more weight to direct links, this
score is higher than 96% of all entries”.
http://www.muckety.com/Group-of-Thirty/5030019.muckety
The associations of members Paul Volcker, Gerald Corrigan and Jacob Frenkel, and former members
Andrew Crockett and Timothy Geithner are traced below (solid lines are current relations – dotted lines
are former relations):
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Appendix 4a
Implementation of G-30 recommendations
List of Recommendations: Original G-30 and ISSA (as they appear in ISSA, 1997)
Note that 1997 status is based on updated ISSA recommendations
Recommendation 1
Original G-30 Recommendation:
By 1990 all comparisons of trades between direct market participants (i.e. brokers,
broker/dealers, and other exchange members) should be accomplished by T+1.
Revised ISSA Recommendation:
All comparisons of trades between direct market participants (i.e. brokers,
broker/dealers, and other exchange members) should be accomplished by T+0.
Matched trade details should be linked to the settlement system.
Recommendation 2
Original G-30 Recommendation:
By 1992, indirect market participants (such as institutional investors or any trading
counterparties that are not broker/dealers) should be members of a trade comparison
system that achieves positive affirmation of trade details.
Revised ISSA Recommendation:
Indirect market participants (such as institutional investors and other indirect trading
counterparties) should achieve positive affirmation of trade details by T+1.
Recommendation 3
Original G-30 Recommendation:
Each country should have an effective and fully developed central securities depository,
organized and managed to encourage the broadest possible industry participation
(directly and indirectly), in place by 1992.
Revised ISSA Recommendation:
Each country should have an effective and fully developed central securities depository,
organized and managed to encourage the broadest possible direct and indirect industry
participation. The range of depository eligible instruments should be as wide as possible.
Immobilisation or dematerialisation of financial instruments should be achieved to the
utmost extent possible.
If several CSDs exist in the same market, they should operate under compatible rules and
practices, with the aim of reducing settlement risk and enabling efficient use of funds
and available cross-collateral.
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Recommendation 4
Original G-30 Recommendation:
Each country should study its market volumes and participation to determine whether a
trade netting system would be beneficial in terms of reducing risk and promoting
efficiency. If a netting system would be appropriate, it should be implemented by 1992.
Revised ISSA Recommendation:
Each market is encouraged to reduce settlement risk by introducing either Real Time
Gross Settlement or a trade netting system that fully meets the ‘Lamfalussy
Recommendations’.
Recommendation 5
Original G-30 Recommendation:
Delivery versus payment (DVP) should be employed as he method of settling all
securities transactions. A DVP system should be in place by 1992.
Revised ISSA Recommendation:
Delivery versus payment (DVP) should be employed as he method of settling all
securities transactions. DVP is defined as follows:
Simultaneous, final, irrevocable and immediately available exchange of securities and
cash on a continuous basis throughout the day.
Recommendation 6
Original G-30 Recommendation:
Payments associated with the settlement of securities transactions and the servicing of
securities portfolios should be made consistent across all instruments and markets by
adopting the ‘same day’ funds convention.
Revised ISSA Recommendation:
No change.
Recommendation 7
Original G-30 Recommendation:
A ‘rolling settlement’ system should be adopted by all markets. Final settlement should
occur on T+3 by 1992. As an interim target, final settlement should occur on T+5 by 1990
at the latest, except where it hinders the achievement of T+3 by 1992.
Revised ISSA Recommendation:
A rolling settlement system should be adopted by all markets. Final settlement for all
trades should occur no later than T+3.
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Recommendation 8
Original G-30 Recommendation:
Securities lending and borrowing should be encouraged as a method of expediting the
settlement of securities transactions. Existing regulatory and taxation barriers that
inhibit the practice of lending securities should be removed by 1990.
Revised ISSA Recommendation:
Securities lending and borrowing should be encouraged as a method of expediting the
settlement of securities transactions. Existing regulatory and taxation barriers that
inhibit the practice of lending and borrowing securities should be removed.
Recommendation 9
Original G-30 Recommendation:
Each country should adopt the standard for securities messages developed by the
International Organisation of Standardisation (ISO Standard 7775). In particular,
countries should adopt the ISIN numbering system for securities issues as defined in the
ISO Standard 6166, at least for cross-border transactions. These standards should be
universally applied by 1992.
Revised ISSA Recommendation:
Each country should adopt the standard for securities messages developed by the
International Organisation of Standardisation (ISO Standard 7775). In particular,
countries should adopt the ISIN numbering system for securities issues as defined in the
ISO Standard 6166.
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Status in 1990, 1992 and 1997
Tables based on information provided in the G-30 1990 and 1992 status reports, and in
the 1997 ISSA review of recommendations.

1990
Canada
France

R1
Y
Y

R2
Y
Y

R3
N
Y

R4
Y
Y

R5
Y
Y

R6
P
N

R7
T
T

R8
Y
Y

R9
D
D

Germany
Hong Kong
Japan
Switzerland
UK
USA

Y
Y
Y
Y
Y
Y

N
N
N
N
P
Y

Y
Y
N
Y
N
Y

N
Y
Y
Y
N
Y

Y
Y
Y
Y
P
Y

Y
Y
N
Y
Y
T

Y
Y
Y
Y
T
T

P
Y
Y
P
Y
Y

N
T
Y
P
D
D

R1
Y
Y
Y
Y
Y
Y
Y
Y
Y
P
P
Y
Y
Y
Y

R2
N
Y
Y
Y
N
Y
N
N
N
P
P
N
N
Y
Y

R3
N
P
Y
Y
Y
Y
Y
T
Y
P
Y
N
Y
P
P

R4
Y
Y
Y
Y
Y
Y
Y
Y
Y
N
Y
Y
Y
Y
Y

R5
Y
Y
Y
Y
Y
Y
Y
T
Y
P
P
P
Y
T
Y

R6
P
Y
Y
Y
Y
T
P
N
Y
T
T
T
Y
Y
T

R7
Y
P
Y
Y
Y
Y
Y
T
N
T
T
P
Y
T
T

R8
Y
Y
Y
Y
Y
Y
N
N
Y
N
P
N
Y
Y
Y

R9
Y
P
D
Y
P
P
N
N
Y
N
T
N
P
D
D

Key
Y: Yes
N: No
P: Progress
T: Target
D: Value debated

1992
Brazil
Canada
France
Germany
Hong Kong
Japan
Korea
Malaysia
Netherlands
Poland
Singapore
South Africa
Switzerland
UK
USA
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1997
Australia
Brazil
Canada
Cedel
Euroclear
France
Germany
Hong Kong
Japan
Korea
Luxembourg
Malaysia
Netherlands
Poland
Singapore
South Africa
Sweden
Switzerland
UK
USA

R1
Y
Y
P
Y
Y
Y
T
Y
Y
Y
Y
N
Y
Y
Y
Y
Y
Y
Y
Y

R2
Y
N
Y
T
T
Y
N
N
N
Y
N
N
Y
N
N
Y
Y
N
Y
Y

R3
Y
Y
Y
Y
Y
Y
Y
Y
Y
Y
Y
Y
Y
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English Summary

This dissertation seeks to shed light to the question ‘who governs global finance?’ and
focuses on the actors engaged in the process of constructing global financial
governance. It does so by examining a transnational financial policy community of actors
traditionally understood as elites. This dissertation constitutes, in particular, a study of
transnational elites which organise themselves in a club-like manner but, significantly,
are actually involved in all stages of policy-making. This is a story about how these elites
interact with institutions, and how institutions and elites relate to the broader social
structures in which their roles are performed. As such, this is essentially a story about
agency: who are the governance actors, how do they gain authority and what are the
effects on governance processes (the mode of governance) and actual policy-making
(the content of governance)? The dissertation explores key moments of financial policy
over a thirty year period (and in particular since the late 1980s) through the work and
setting of the Group of Thirty (G-30), an organisation bringing together individuals from
the public and private sectors and academia and whose membership since its inception
in 1978 reads like a ‘who’s who’ in global finance.
The G-30 is a non-state organisation that, this dissertation establishes, has had an
important impact on financial regulatory and supervisory practices both at the national
and global levels. Empirically, the dissertation examines the role of the group and its
policy-making functions. It finds that the G-30 has played a significant part in altering
and harmonising transnational practices of regulation and supervision in a way that was
consistent with private sector preferences. The three empirical case studies on the role
of the G-30 in the shaping of the regulatory framework of clearance and settlement in
securities markets, dealing with over-the-counter derivatives, and supervising large
financial conglomerates all confirm this. The G-30 is, of course, just one player with
authority over financial policy-making. However, the dissertation shows that the study
of such groups matter as they can clearly illustrate how, as part of a developing
transnational policy community, outfits such as the G-30 can successfully present a
coherent case in favour of public-private sector interaction and of delegation of
authority to private actors and, significantly affect the outcomes of some important
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regulatory debates. As such, the G-30 has contributed to the emergence of a mix of
public and private authority in global finance and has considerably strengthened the
role of private interests in the functions of regulation and supervision.

I discuss the G-30 as part of a ‘club model’ in global financial governance. Those who
engage with and foster the ‘club’ are motivated by peer recognition, interests, and an
ambition to provide global public goods in line with values they consider honourable.
These elements are not incommensurate. I suggest that the notion of a ‘club’ conveys
more about how the actors who write the rules for global finance work together than a
passive ‘epistemic community’ or an aggressive transnational capitalist class. Indeed,
the idea of a ‘club’ is more than a moniker for a group who have defined material
interests and wish to capture the process of making financial regulation.
Indeed, the dissertation finds that clubs such as the G-30 are able to capture the policy
process – but the capture here is more nuanced than has traditionally been the case in
the literature – it is first and foremost an intellectual capture that defines what
constitutes appropriate governance and delimits possible governance options. Of course
various interests benefit from this, including the elites involved in writing and rewriting
the rules.
Those who act within the club model follow its rules, broadly respect who is included
and excluded from participation, and are not concerned about whether someone is
from the public or private sector. Clubs allow a mix of professional identities while also
providing a common purpose that does not rely on highly abstracted shared skills, like a
scientific community, or a singular lust for profit, like a class or cartel with clearly
defined material interests. The club model brings together the actors who write the
rules, increases their shared prestige, defends their conception of honourable
behaviour, and promotes and protects them.

In advancing a view of club model politics the dissertation puts forward three particular
insights in relation to the question of ‘who governs global finance?’:
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1. The dissertation provides a comprehensive picture of club models in financial
governance, particularly by explaining the motivation of public and private
officials.
2. Building on work on epistemic communities and policy networks, the study of
transnational policy communities in this dissertation (i) focuses on the
international/transnational dimension; (ii) looks at the policy process in a more
comprehensive manner by investigating how policy is generated and carried
through, as well as being explicit about who the relevant actors are; (iii)
examines where these communities come from and how they cope/adapt in
changing circumstances, including in conditions of crisis and (iv) identifies
‘exclusionary’ knowledge as a significant feature in achieving authority in
decision-making.
3. The dissertation analyses the political and ideational process by which private
actors can capture governance of an issue area - how private actors emerge, get
formalised, and acquire policy-making functions that constitute influence on
regulatory outcomes and authority over the policy process.
Empirically, the dissertation presents the G-30 and establishes its empirical significance
on the basis of what it is and what it does. The analysis explains how the group evolved
and found its niche in the global financial governance framework by focusing on the
progression of both its membership and its public output. The G-30 brings together
high-level officials from the largest financial institutions, central banks and other public
authorities, as well as some high-profile academic economists. These individuals are
accomplished practitioners, regulators and supervisors and hold an active role in the
operation of financial activities; they also move regularly through the ‘revolving doors’.
The G-30 constitutes a meeting of financial elites with similar social, educational and
professional backgrounds who are major players in global finance. Pursuing the club
analogy, the positional power and prestige of these individuals meet the entry rules to
an arena where policy ideas are discussed and policy problems defined, away from
interference of outside influences. This does not imply tacit agreement on the ideas
themselves; a quick glance at the membership over time shows distinct approaches at
play. It does, however, severely limit who gets heard and what interests are ultimately
represented. And beyond the group, it does lead to remarkable coherence in the policy
programmes proposed.
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This matters as the G-30 also shows this transnational financial policy community at
work. Through a succession of study group reports, the group combines policy-defining
high quality research that is timely and often technical with a capacity to influence
policy through its special position of proximity to policy-makers. It also sheds light on
the process of delegation. Exercises of delegation of authority originally based on
functional, complex and, for most, remote topics of regulation can endow credibility and
open the door to contributions to larger (and less technical) policy issues. There is
indeed a clear arc to the gradual assumption of authority functions of groups such as the
G-30. The group built its credibility with work on clearance and settlement in the
securities markets, and moved on take the initiative on debates on the (non-) regulation
of over-the-counter derivatives, as well as becoming an early testing ground in the
overhaul exercise of global banking regulation with Basel II. Most recently, the group
has pro-actively participated in post-crisis reform discussions. This focus on technicality
and the ongoing production of relevant study group material also helps explain the
relative longevity and continuing relevance of the group relative to other bodies.
The dissertation closes by examining the shifting governance framework in reaction to
the global credit crisis and the ensuing regulatory responses and by analysing policy
community reactions to the crisis, focusing on questions of private capture of the policy
process, defining constituencies in global financial policy, and addressing the depoliticisation of finance and the development of ‘appropriate’ regulation. It also
examines the extent to which the club as model of governance has been threatened. It
concludes that the club model politics approach continues to work post-crisis and
indeed, that it helps us to understand the framework within which reforms are being
discussed and enacted. In the context of crisis management and reform, the policy
community has maintained a relative degree of autonomy and has remained the main
provider of policy ideas and reform proposals.
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Nederlandse samenvatting

Dit proefschrift zoekt een antwoord op de vraag ‘wie bestuurt de internationale
financiële sector?’ en richt zich op de actoren die betrokken zijn bij het proces van de
opbouw van het internationale financiële bestuur. Het onderzoek richt zich op een
transnationale financiële beleidsgemeenschap van actoren, ook wel bekend als elite.
Het proefschrift onderzoekt in het bijzonder die elites die zich organiseren als een club,
maar die tegelijkertijd betrokken zijn bij alle stadia van beleidsvorming. Dit is een
verhaal over hoe deze elites en instituties met elkaar omgaan, en hoe instituties en
elites zich verhouden tot de bredere sociale structuur waarin ze hun rol spelen. Daarom
gaat dit verhaal vooral over agency: wie zijn de actoren die besturen, hoe vergaren ze
autoriteit en wat zijn de effecten op beleidsprocessen (de manier van besturen) en
daadwerkelijke beleidsvorming (de inhoud van het beleid)? Dit proefschrift onderzoekt
sleutelmomenten in het financiële beleid over een periode van dertig jaar (en in het
bijzonder sinds de late jaren 1980) door middel van het werk en de opzet van de Groep
van Dertig (G-30), een organisatie die mensen uit de publieke, private en academische
wereld bij elkaar brengt and wiens lidmaatschap sinds de aanvang in 1978 vergelijkbaar
is met een ‘wie is wie’ in de internationale financiële wereld.

De G-30 is een niet-statelijke organisatie die, zoals dit proefschrift vaststelt, een
belangrijke invloed heeft gehad op regelgevende en toezichthoudende praktijken in de
financiële wereld op zowel nationaal als internationaal niveau. Empirisch gezien
onderzoekt het proefschrift de rol van de groep en zijn beleidsmakende functies. Het
blijkt dat de G-30 een belangrijk aandeel heeft gehad in het veranderen en
harmoniseren van transnationale praktijken van regelgeving en toezicht op een manier
die in lijn lag met de voorkeur van de private sector. De drie empirische case studies
over de rol van de G-30 in de vorming van het regelgevende kader van verrekening en
afrekening in de effectenmarkt, het omgaan met over-the-counter derivaten en het
toezicht houden op grote financiële conglomeraten bevestigen dit. De G-30 is natuurlijk
maar één partij met gezag over financiële beleidsvorming. Echter, dit proefschrift laat
zien dat de studie naar zulke clubs ertoe doet, omdat zij duidelijk tonen hoe, als
onderdeel van een zich ontwikkelende transnationale beleidsgemeenschap, organisaties
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als de G-30 met succes een pleidooi kunnen houden voor publiekprivate samenwerking
en het delegeren van autoriteit naar private actoren, en hoe zij in grote mate de
uitkomst van enkele belangrijke debatten rondom regelgeving beïnvloeden. Als zodanig
heeft de G-30 bijgedragen aan het ontstaan van een mix van publiek en privaat gezag in
de internationale financiële wereld en heeft het de rol van private belangen in
regelgevende en toezichthoudende functies beduidend versterkt.

Ik bespreek de G-30 als onderdeel van een ‘club-model’ in internationaal financieel
bestuur. Degenen die in dienst gaan bij de ‘club’ en hem steunen, worden gedreven
door de erkenning van gelijkgestemden, door belangen, en door een ambitie om
wereldwijd publieke goederen aan te bieden, gebaseerd op voor hen eervolle waarden.
Deze elementen zijn niet onevenredig. Ik suggereer dat de notie van een club meer zegt
over hoe de actoren die de regels voor het internationale financiële systeem maken,
samenwerken, dan een passieve ‘epistemische gemeenschap’ of een agressieve
transnationale kapitalistische klasse. Het idee van een club is meer dan een naam voor
een groep die duidelijk zijn materiële belangen op het netvlies heeft en het proces van
financiële regulering wil beetkrijgen.

Het onderzoek vindt inderdaad dat clubs als de G-30 in staat zijn om het beleidsproces
te vatten – maar dat vatten is hier genuanceerder geformuleerd dan gangbaar is in de
literatuur – het is vooral een intellectueel beetkrijgen dat bepaalt wat geschikt bestuur
vormt en dat mogelijke bestuursopties afbakent. Natuurlijk profiteren bepaalde
belangen hiervan, inclusief de elites die betrokken waren bij het schrijven en
herschrijven van de regels.

Degenen die volgens het club-model handelen, volgen de regels, respecteren in grote
lijnen wie mogen meedoen en wie worden uitgesloten van deelname, en het maakt hen
niet uit of iemand uit de publieke of private sector komt. Clubs staan een mix toe van
verschillende professionele identiteiten terwijl ze tegelijkertijd een gemeenschappelijk
doel bieden dat niet afhangt van heel abstract gedeelde vaardigheden, zoals een
wetenschappelijke gemeenschap, of een eenduidige hang naar winst, zoals een klasse of
kartel met duidelijk afgebakende materiële belangen. Het clubmodel brengt de actoren
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samen die de regels schrijven, het vergroot hun gedeelde prestige, verdedigt hun idee
van eervol gedrag, en het bemoedigt en beschermt hen.

Bij het naar voren brengen van een visie op de politiek van het club-model stelt het
proefschrift drie specifieke inzichten centraal in verband met de vraag ‘wie bestuurt de
internationale financiële sector?’:

1. Het proefschrift geeft een omvattend beeld van club-modellen in financieel
bestuur, vooral door het uitleggen van de motivatie van publieke en private
beambten.
2. Voortbouwend op werk over ‘epistemische gemeenschappen’ en
beleidsnetwerken, zal de studie naar transnationale beleidsgemeenschappen in
dit proefschrift (i) zich richten op de internationale/transnationale dimensie; (ii)
kijken naar het beleidsproces op een diepgaandere manier door te onderzoeken
hoe beleid wordt gemaakt en doorgevoerd, en door duidelijk te maken wie de
relevante actoren zijn; (iii) onderzoeken waar deze gemeenschappen vandaan
komen en hoe ze omgaan met en/of zich aanpassen aan veranderende
omstandigheden, inclusief crisissituaties en (iv) vaststellen dat ‘uitsluitende’
kennis een belangrijk onderdeel is om gezag in de besluitvorming te verkrijgen.
3. Het proefschrift analyseert het politieke proces en het proces van het vormen
van ideeën waarbij private actoren het bestuur van een beleidsterrein kunnen
beetkrijgen – hoe private actoren te voorschijn komen, een formeel karakter
krijgen en beleidsmakende functies verwerven die van invloed zijn op de
regelgevende uitkomsten en autoriteit in het beleidsproces.
Empirisch gezien presenteert dit proefschrift de G-30 en stelt het zijn empirische
betekenis vast op basis van wat het is en wat het doet. De analyse legt uit hoe de groep
zich ontwikkelde en zijn niche vond in het internationale financiële bestuurskader door
zich te richten op de voortgang van zowel zijn lidmaatschap als zijn openbare
uitkomsten. De G-30 brengt hooggeplaatste beambten samen van de grootste financiële
instituties, centrale banken en andere publieke autoriteiten, evenals enkele belangrijke
academische economen. Deze individuen zijn vakkundige beoefenaars, regelgevers en
toezichthouders, die een actieve rol spelen in de werking van financiële activiteiten; ze
gaan eveneens regelmatig door de ‘draaideur’, ze wisselen tussen verschillende
instituties. De G-30 vormt een ontmoetingsplek voor financiële elites met vergelijkbare
sociale, opleidings- en professionele achtergronden, die de grootste spelers in de
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internationale financiële wereld zijn. In lijn met de club-analogie komen de positionele
macht en prestige van deze individuen samen met de toetredingsregels voor een arena
waar beleidsideeën worden bediscussieerd en beleidsproblemen worden gedefinieerd,
los van inmenging van invloeden van buitenaf. Dit betekent niet er een stilzwijgende
overeenkomst is over de ideeën zelf; een korte blik op het lidmaatschap door de tijd
heen laat zien dat er verschillende aanpakken worden gebezigd. Het betekent echter
wel een beperking van wie er wordt gehoord en welke belangen uiteindelijk worden
vertegenwoordigd. En buiten de groep leidt het tot opmerkelijke coherentie in de
voorgestelde beleidsprogramma’s.

Dit is belangrijk omdat de G-30 eveneens laat zien hoe de transnationale financiële
beleidsgemeenschap werkt. Door een opeenvolging van rapporten van studiegroepen
combineert de groep beleidsdefiniërend onderzoek van hoge kwaliteit dat actueel en
vaak technisch is met de capaciteit om beleid te beïnvloeden door zijn speciale positie in
de nabijheid van beleidsmakers. Het belicht eveneens het proces van delegatie.
Oefeningen in het delegeren van autoriteit die aanvankelijk waren gebaseerd op
functionele, complexe en, voor de meeste mensen, ver afgelegen onderwerpen van
regelgeving, kunnen geloofwaardigheid creëren en de deur openen naar de bijdragen
aan grotere (en minder technische) beleidsonderwerpen. Er is inderdaad een duidelijke
tendens naar de geleidelijke aanname van de gezagsfunctie van groepen als de G-30. De
groep bouwde zijn geloofwaardigheid met werk omtrent verrekening en afrekening in
de effectenmarkt, en nam vervolgens het initiatief met debatten over de (niet)regelgeving voor over-the-counter derivaten, waarna het eveneens een vroegtijdige
proeftuin werd voor de opknapbeurt van wereldwijde regelgeving voor banken met
Basel II. De laatste tijd heeft de groep actief deelgenomen aan discussies over
hervormingen naar aanleiding van de crisis. Deze focus op het technisch karakter van
economische vraagstukken en de doorgaande productie van relevant onderzoek helpt
ook om het relatief lange leven en de doorgaande relevantie van de groep ten opzichte
van andere organen te verklaren.

Het proefschrift eindigt met het onderzoeken van de verschuiving van het
bestuurskader als reactie op de wereldwijde kredietcrisis en de doorgaande
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regelgevende

antwoorden

en

met

het

analyseren

van

reacties

van

de

beleidsgemeenschap op de crisis, zich daarbij richtend op de private beetneming van
het beleidsproces, terwijl het de achterban definieert in wereldwijd financieel beleid, en
de depolitisering van de financiële wereld en de ontwikkeling van ‘geschikte’
regelgeving aankaart. Het onderzoekt eveneens de mate waarin de club als een model
voor bestuur wordt bedreigd. Het concludeert dat de politieke aanpak van het clubmodel sinds de crisis nog steeds werkt en dat het ons helpt het kader te begrijpen
waarin hervormingen worden bediscussieerd en doorgevoerd. In de context van
crisismanagement en hervormingen heeft de beleidsgemeenschap een relatieve mate
van autonomie behouden en is het de voornaamste aanbieder van beleidsideeën en
hervormingsvoorstellen geweest.
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