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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 self-

supervision 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 self-

regulate 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 G-

30, ‘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 G-

30 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, 
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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: 170-

171) 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 self-

regulation 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, cross-

membership 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 self-

supervision 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 over-

production 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.  
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 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 part-

nationalisation 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 Export-

Import 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.  

 



194 
 

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 G-

30 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-to-

fail. 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 
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169

 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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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 



200 
 

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.  

  




