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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 



39 
 

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 state-

market 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 standard-

setting, 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. 
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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 ‘pre-

political’ 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, 
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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 rule-

based 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 self-

regulation 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 (self-

regulation 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. 
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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 
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 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 



54 
 

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 
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 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 Street-
Treasury 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, 

                                                 
22

 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). 
 
23

 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 G-

30 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 phasing-

out 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 
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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 self-

interest (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 
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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.  

  




